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2017, EIA said. Emissions are seen declining again, by 0.9%, in 2019.

Gas continues to gain ground over coal in the generation fuel mix.
“EIA’s September forecast expects natural gas’ share of US total utility-
scale electricity generation to reach 35% in 2019, as coal’s share falls
to 27%,” Capuano said. “Assuming the forecast holds, non-hydropower
renewables will claim 11% of US total utility-scale electricity generation
in 2019

The share from nuclear power is forecast to hold steady at 20% in
2018 before declining to 19% in 2020. Wind and solar power are
expected to continue substantial growth, with wind power rising 8% to
756,000 MWh/d in 2019 and 4% to 784,000 MWh/d in 2019, and solar
rising by 24% to 263,000 MWh/d in 2019 and by 10% to 289,000 MWh/d

in 2019, EIA said.
— Maya Weber

Greatest threat to long-term gas demand
stems from decarbonization

m Domestic demand could drop 30 Bcf/d
m Calif. shifting to 100% renewables by 2045

Although LNG exports will continue to grow over the next several years,
moves by states like California and New York to pursue decarbonization
goals could serve to critically reduce natural gas demand in key
markets as well, midstream sector officials and observers told a
Chicago gathering Tuesday.

“We have a pretty solid understanding of what supply and demand
will look like over the next five years,” Kevin Petak, ICF vice president,
said at the LDC Gas Forum Midcontinent conference. “But what are the
long-term risks to the massive infrastructure buildout?”

The industry is investing about $500 billion in new oil and gas
infrastructure through 2025, with $251 billion devoted to gas projects.

“But what happens with all these infrastructure projects 15 years
from now?” Petak wondered. “We think from the supply side it will
continue to grow robustly from different areas, particularly in the
Permian and the Marcellus and Utica. Western Canada will also grow.
We see total gas production growing by 25 Bcf/d over the next seven
years. But it’s the market side of the equation which will ultimately
determine this growth.”

Gas demand has grown in several areas over the past 10 years
thanks to retirement of coal plants and a few nuclear plants.

High supply

“The supply is already more than the market growth, which is why
we've seen prices stuck between $2.50 to $3.00/MMBtu,” Petak said.
“We see Henry Hub stuck in that range over the next 24 months. We
expect local prices in the Rockies, Permian, etc., to all trade slightly
lower than Henry Hub.”

Moving forward, market growth will come primarily from LNG exports
as there are a number of new facilities coming online, with roughly 12 to 13
Bcf/d expected to be placed into service in the near term.

“There is a global market for it, especially in Asia,” Petak said. “But
what about global market demand for LNG over the longer term when
you go out 10 years. There will be some pockets of demand growth,

especially in the Southeast United States and along the Gulf Coast.
However, there are market risks.”

“l could see LNG exports reaching as high as 30 to 40 Bcf/d
eventually over the long term,” he added. “On the flip side, | could see a
domestic market where there is 30 to 40 Bcf/d of less demand.”

Regulations

The gas demand destruction would come at the hands of growth in
renewables, more energy efficiency in residential and commercial markets
as well as new regulation. On Monday, California Governor Jerry Brown
signed a bill into law calling for the state to reach 100% zero-emission
electricity by 2045. He also issued an executive order calling for statewide
carbon neutrality, meaning California “removes as much carbon dioxide
from the atmosphere as it emits” by the same year.

“This bill and the executive order put California on a path to meet
the goals of Paris and beyond,” Brown said in a statement. “It will not
be easy. It will not be immediate. But it must be done.”

“The regulatory angle going on across much of the country right
now is not favorable for natural gas,” Petak said, noting the California
developments. “New York has also called to move to 50% renewable
energy. Everyone is trying to decarbonize. What happens if global
markets follow suit? We could well see decarbonization on the global
market and then what happens to those LNG exports?”

He added that the Midwest should see modest growth over the next
few years as more Marcellus and Utica gas is shipped into the region.

Doug Walker, vice president of business development for Tallgrass
Energy, said the Rockies region would have to find a home for more
gas into the Midwest if the California market reaches its goal of

decarbonization.
— Brandon Evans

EPA proposes rollback of methane rules

The Trump administration formally announced Tuesday that it will roll
back requirements for oil and gas producers to limit methane
emissions, the latest effort aimed at easing Obama-era climate rules
and a move industry claims could boost output from marginal wells.

In a statement Tuesday, the US Environmental Protection Agency
announced “proposed targeted improvements” to the agency’s 2016
New Source Performance Standards, which had been subject to delays
and court battles. The Obama administration had developed the rules
to limit leaks of methane from oil and gas operations, but industry had
argued that that the rules were costly, burdensome and an overreach
of federal power.

EPA, in Tuesday’s announcement, said proposed changes to the
regulations would reduce “duplicative” requirements between the
federal government and states and reduce regulatory costs by a total
of $75 million each year from 2019 to 2025.

“These common-sense reforms will alleviate unnecessary and
duplicative red tape and give the energy sector the regulatory certainty
it needs to continue providing affordable and reliable energy to the
American people,” EPA Acting Administrator Andrew Wheeler said in a
statement.

Kathleen Sgamma, president of the Western Energy Alliance, an
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industry group, said the impact of the rollback could not be quantified, but
said it would likely impact marginal wells, which individually average only
15 b/d of oil output, but make up roughly 20% of US output.

“Because most production occurs in the first three years of a well’s
life, over time wells become marginal,” Sgamma said. “If out of
balance, requlatory costs may approach or exceed the return from a
well. When that happens, wells may be abandoned prematurely,
reducing the overall production from them.”

The proposed changes, which are subject to a 60-day public comment
period, include aligning federal and state rules, reducing the frequency for
monitoring methane leaks at well sites and compressor stations and
allowing the use of new leak monitoring surveys, EPA said.

The agency said that other aspects of the 2016 rule, including the
regulation of greenhouse gases in the oil and gas sector, will be
addressed in a separate proposal.

The rollback, announced Tuesday, was widely panned by
congressional Democrats and environmentalists.

“The proposal would severely weaken protections that have been
in effect a year, diminishing vital safeguards that would otherwise
prevent 300,000 st of methane pollution, 150,000 st of smog-forming
pollutants, and 1,900 st of toxic pollutants per year by 2020, with
further reductions by 2025,” said the Environmental Defense Fund.

“Once again, the Trump administration is making clear that it
stands on the side of the oil and gas industry — not the health and
well-being of the American people,” said Tim Ballo, a staff attorney at
Earthjustice, in a statement.

The proposed changes, which were long expected, come as the
Interior Department is finalizing rules to abolish Obama-era regulations
aimed at cutting emissions from oil and gas operations on federal lands.

The Trump administration has also formally proposed weakening

Obama-era fuel economy standards.
— Brian Scheid

Responding to complaints, US Commerce
allows for rebuttals on tariff exclusions

m Flooded with requests, agency aims to speed work
m Broader concerns remain over tariff impacts

The US Commerce Department has tweaked its procedures for
seeking exclusions to steel tariffs to allow companies to rebut
objections to their requests.

The changes published Tuesday, however, were greeted with
caution by oil and gas sector interests

After rolling out its process in March through which companies can
seek exclusions to 25% tariffs on imported steel and 10% tariffs on
aluminum, the department said that as of August 20, it had received
38,000 such requests. It had made decisions on only 2,200 of those as
of August 1.

The department acknowledged that most companies commenting
found the process for seeking exclusions inefficient and needed
improvement, for instance on transparency and fairness.

0Qil, gas and petrochemical industries made the case that without

an efficient exclusion process, major projects they may have pursued
will likely not be undertaken, the document said.

The new interim final rule attempts to address some of those
gripes. The department will allow companies seeking exclusions from
tariffs to rebut domestic suppliers who object. After a 30-day objection
period, a rebuttal is due within seven days, and objectors then have
seven days to reply.

Rebuttals welcomed

Cathy Landry, a spokeswoman for the Interstate Natural Gas
Association of America, said “the industry certainly appreciates the
opportunity to rebut objections, and that is a good thing.” But, she
added that it remains to be seen whether this improves the process.

“The addition of a process for rebuttals to objections begins to
address many of the concerns we and others have had with the
process,” a3 spokesperson for the American Petroleum Institute said.
“Still our fundamental concern is that these tariffs threaten America’s
energy sector, jobs and our economy, and consumers.”

One of the ongoing energy industry concerns is how the
department and domestic suppliers’ views may clash with those of an
energy company on whether domestic steel products will meet the
specifications needed for a project. The revised process allows for
substitution of specific products in some cases, but would allow for a
rebuttal by the steel users such as energy companies.

John Stoody, a spokesman for the Association of Qil Pipe Lines,
welcomed the chance for rebuttals but emphasized concerns that the
department has already put pipeline company Plains All American in
the position of either using pipe that doesn’t meet its project
specifications or paying a multi-million dollar tariff.

Persisting concerns

Josh Zive, a trade lawyer with Bracewell, called the revision “more
concerning than it is relieving.”

“It makes very small changes, some of which actually make the
process less efficient, and it fails to address the core problem which is
that @ massive swath of industry is facing price spikes and product
shortages as a result of these tariffs,” he said. In his view, it will
remained a “stacked deck” against those seeking the exclusions.

The published text revealed that many commenters believed costs
of duties and quotas “may not be absorbable.” The department, in
response, said the situation puts pressure on the US steel and
aluminum industries to ramp up production, and that the department
is taking steps to make sure the exclusions process “is efficient
enough to fill the void.”

Zive added that the degree to which the department
underestimated the impact of the tariffs is captured in its revised
estimates of the number of exclusion requests anticipated: that rose
from 4,500 in March to over 96,000 in the new document.

The department said it has modified review procedures to speed
decisions on requests that drew no objections. It also sought to
delineate how companies, such as oil and gas exploration companies,
could make a case that they need an exemption for more than a year.
The industry is worried short-term exclusions would impede the ability
to lock in prices needed to plan for long-term projects.

— Maya Weber
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