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118th Congress
House: 222 Republicans ~ 212 Democrats ~ 1 vacancy
Senate: 51 Democrats (3 Ind) ~ 49 Republicans

= Majority Leader ~ Kevin McCarthy (R-CA)
= Majority Leader Steve Scalise (R-LA)
= Majority Whip ~ Tom Emmer (R-MN)

= Minority Leader ~ Hakeem Jeffries (D-NY)
= Democratic Whip ~ Katherine Clark (D-MA)
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118th Congress BakerHostetler
U.S. Senate Committees — Democrat Chairs

(No Changes from 117t Congress)

= Energy and Natural Resources Committee —
Chair, Joe Manchin (D-WV)

= Environmental and Public Works Committee —
Chair, Tom Carper (D-DE)

= Commerce Committee —
Chair, Maria Cantwell (D-WA)
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118th Congress
U.S. House Committees — Republican Chairs

= Energy and Commerce Committee - Chair, Rep. Cathy McMorris Rogers (R-WA)
— Enerqgy, Climate & Grid Security Subcommittee — Chair, Rep. Jeff Duncan (R-SC)

— Environment, Manufacturing & Critical Minerals Subcommittee — Chair, Bill
Johnson (R-OH)

— Qversight and Investigations Subcommittee — Chair, Morgan Griffith (R-WV)

= Natural Resources Committee - Chair, Rep. Bruce Westerman (R-AR)

= Appropriations Committee - Chair, Kay Granger (R-TX)
— Energy and Water Development Subcommittee — Rep. Chuck Fleischmann (TN)
— Interior and Environment Subcommittee — Rep. Mike Simpson (ID)

= Qversight and Accountability Committee - Chair, James Comer (R-KY)
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Energy & Environment Priorities

= Energy Reliability & National Security
— China / EU / Ukraine / Russia
= Permitting Reform — NEPA regulations
— Energy production, Transmission & Infrastructure
= ESG Rating - SEC
= Qversight and Investigations
= Treasury Guidance on IRA tax provisions
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Methane’s Contribution to Global
Warming

= California Air Resources Board says methane emissions have
caused 20% of recent warming.

= International Energy Agency says 30%
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Methane as a Heat Trapper

= QOver a 100 year span, one ton of methane will hold as
much heat as 25, or 28, or 34 tons of carbon dioxide.

= QOver a 20 year span, one ton of methane will hold as
much heat as 80 tons of carbon dioxide.
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Global Methane Cycle Estimations piailoanti

= Greater uncertainty in estimating the methane cycle than in
estimating the carbon cycle

= Two methodologies of estimating: “bottom up” and “top down”

= Bottom up estimate for 2008-2017 is 28% higher than top down
estimate

Source: The Global Methane Budget 2000-2017
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Bottom Up Estimates (Decade Ending 2017)
= Human emissions: 366 million tons per year ("MTpy”)

= Natural emissions: 371 Mtpy

Total emissions: /37 MTpy
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Top Down Estimates
" 576 MTpy

= Bottom up 737 MTpy, top down 576 MTpy

= 289% difference
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Natural Removal Estimates (“Sinks”)

= Top down 518 MTpy

= Bottom up 595 MTpy

= 159 difference
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Natural Removal

= OH - The hydroxyl radical. Removes 90% of
atmospheric methane. It's why methane is short-lived in
the atmosphere.

= Chlorine and other chemicals in troposphere and
stratosphere

= Soll uptake. Estimated 30 MTpy. 30/371 = 8% of
natural removal
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Direct Air Capture of Methane?

= For COZ2, capture directly from the ambient air is already commercial

= Oxy is constructing the first of several “direct air capture” systems (called
“trains,” like gas processing, not railroads)

= Scholarly papers have proposed ways to capture methane directly

= But methane is much more diluted in the air (measured In parts per
billion) than CO2 (measured in parts per million), so harder to remove
mechanically

=  Short overview in Klaus S. Lackner, “Practical Constraints on
Atmospheric Methane Removal,” 3 Nature Sustainability 357 (May 2020)
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Methane Sources (Bottom Up Method)

= Agriculture and Waste 206 MTpy
= Oil and Gas 80 MTpy
= Coal 42 MTpy
= Burning biomass and biofuel 30 MTpy
= Miscellaneous 8 MTpy
TOTAL 366 MTpy

« OGOGGEGEESSSSSGESSES————
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Nature is a Net Methane Sink
= (Bottom up) nature emits 371 MTpy, removes 595 MTpy

= Net removal of 224 MTpy
= Humans emit 366 MTpy

= 366 million minus 224 million = 142 MTpy remaining in
atmosphere

= 224/ 366 = 61% human emissions removed by nature

- hEOOLOROLGCGEGEECECEEEEEESSSSSSSSESSSSS
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Sources of U.S. Methane Emissions
In 2020

Enteric Fermination
Natural Gas Systems
Landfills

Manure Management

Other Energy

Coal Mining

LULUCF Emissions
Wastewater Treatment
Rice Cultivation

Stationary Combustion Source: EPA, Inventory of U.S. Greenhouse Gas Emissions and

Sinks: 1990-2020, at ES-12 (pdf 45 of 841) (2022)
Other Waste

Field Burning of Agricultural Residue

Other Industrial Processes

N
w

MMT Methane
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Methane Reduction

FPrevents
GAS, BLOATING
and DISCOMFEFORT
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Methane’s Share of U.S.
Equivalent

CH, as a Portion

L

10.9%
HCO2

HCH4
MN20

M HCFs, PCFs, SF6 and NF3
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CO2

_of All Emissions

Source: EPA, Inventory of U.S. Greenhouse Gas Emissions
and Sinks: 1990-2020, at ES-12 (pdf 45 of 841) (2022)
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Declines in U.S. OIl and Gas
Methane Emissions

1990 2005 2016 201/ 2018 2019 2020

Natural Gas 7.8 7.1 6.1 6.6 6.9 6.9 6.6
Systems
Petroleum 1.9 1.7 1.6 1.6 1.5 1.6 1.6

Systems
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COP-26 Global Methane Pledge

» Reduce global methane emissions by 30% from 2020
levels by 2030

= The reduction is claimed to “reduce warming by at least
0.2 degrees C by 2050”
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IEA 2021 Methane Emission
Estimate

= 356 MTpy

= Lower than Global Methane Assessment (375 MTpy)
and Global Methane Budget (366 MTpy)

= 8.8% of methane emissions from U.S.

= That's 31 MTpy

- ERERERERBRBREGCGECECECKCLECLKEKEKEKETETETED
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Methane’s Concentration in the
Atmosphere

= 1,892 parts per billion

Source: Research.noaa.gov/article/ArtMID/587/ArticlelD/2742/Despite-pandemic-shutdowns-carbon-dioxide-and-methane-
surged-in-2020#:-:text=NOAA’s%20preliminary%20analysis%20....

GGG
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Methane Concentrations in the Air

Global Monthly Mean CHg4
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EPA Methane Proposal

08/26/22

What's Next in the Regulation of
Methane Emissions

Bakerlaw.com website
(Resources)
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How Much Methane Will EPA's
Proposal Reduce?

= EPA says the proposal will reduce methane emissions, from 2023
through 2035, over 13 years

= The reduction will be a total of 41 million short tons, not metric tons
= 41 short tons is about 37 MT
= 37 MT divided by 13 years averages 2.86 MTpy

= Carnac the Magnificent predicted 2.7 MTpy

> OLOELGLGLGELEZEEZEBEBEESSGSSSSSESEESSSSSSS



Methane Tax
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piversity Pro Bono

H 2 Us Hffi o~
l()nas .-b()lt US offices Resouues

flatio ion Act 01/12/23

Methaneé Tax

Overview of the Inflation Reduction
e Act’'s Methane Tax

Bakerlaw.com website
(Resources)
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Oil and Gas “Systems” Per EPA

Crude Oil and Natural Gas Industry:
Where EPA’s Proposed Methane o A
Rules Would Apply | )

. Production & Processing . Natural Gas

EPA’s methane proposal Transmission & Storage
covers equipment &

EPA’s methane proposal covers
processes at:

equipment & processes at:

1. Onshore well sites

2. Storage tank batteries

3. Gathering & boosting
compressor stations

4. Natural gas processing ﬂ
plants

5. Compressor stations
6. Storage tank batteries

Distribution
(not covered by EPA rules)

7. Distribution mains/services
8. City gate
9. Regulators and meters for customers

Figure: Adapted from American Gas Association and EPA Natural Gas STAR Program
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Crude Qil to Petroleum Refineries
(covered by separate EPA rules)
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The Five Concepts Behind
Methane Tax

1. Industry Segments: 9 of them
2. Applicable Facilities: 4 definitions of “facility”

3. Waste Emissions Thresholds: 3 thresholds, depending on
your segment

4. Charge Amount: $900/ton in 2024, $1200/ton in 2025,

$1500/ton in 2026 and after
5. Exemptions: 3 of them.
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The Rub: Enforceable?

(@ LAW360

Expert Analysis

Inflation Reduction Act's Methane Tax May Be Unenforceable

By Poe Leggette and Bailey Bridges

Law3&80 January 25, 2023, 3:37 PM EST) -- Section 80113 of the Inflation
Reduction Act adds Section 134 to the Clean Air Act, directing the 1.5,
Environmental Protection Agency to impose a first-ever direct charge on
methane emissions from oil and gas operations. Methane emissions from

agricultural or other sources are not subject to the charge.

The charge applies to emissions starting in calendar vear 2024.[1] The
Congressional Budget Office projects that the EPA may collect annual
revenue as high as $1.4 billion.[2]

Section 134's charge is on the quantity. not on the value, of emitted
methane. It is therefore what tax lawyers call a specific excise tax.[3] The

tax applies to persons who emit enough greenhouse gases to have to

report those emissions to the EPA& under its Clean Air Act Subpart W
regulations in Title 40 of the Code of Federal Regulations, Part %8.
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Questions

L. Poe Leggette Jessica M. Lenard Peter J. Roskam
T +1.202.861.1584 T +1.202.861.1584 T +1.202.861.1605
pleggette @bakerlaw.com lenard@bakerlaw.com proskam@bakerlaw.com
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