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* Dominant Component — Refineries

* Measure of Profitability
— “Crack” Spread 3:2:1

* 3 barrels of input to 2 barrels of gasoline, 1 barrel of
distillate

— Operational costs are primarily fixed

* Profits margins are down at least 40 percent



* Slow Housing Starts — still below Great
Recession levels

e Why?
— New Mortgage Underwriting Standards

— Large Accumulation of Debt

e Student Loans
e Other Personal Debt

* Median Age of Homeowners Increasmg
— 36 in 2001 to 44 in 2014




 Cost Reductions — Lower Qil Prices

* Commodity Price Decline
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* Positive Outlook

— US Economic Recovery (IHS 2.7%)
— MT Non-Farm Earnings (BBER 2.4%)
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Year over Year Change
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Sale of Right Now

Year over Year Change
Technologies
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2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
$ Change 10.064 0.033 0.033 0.035 0.079 0.072 0.081 0.055 -0.02 0.030 0.059 0.141 -0.03
% Change 13.47 6.12% 5.75% 5.75% 12.33 10.05 10.23 6.27% -2.33 3.30% 6.34% 14.20 -2.97

Source: US Department of Commerce, Bureau of Economic Analysis
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Growth/Yr Percent
Sector 2010-2013 Total Wages

Government 0.8% 22%
Health Care | - 4.8% 15%
Trade 4.5% | 13%
Other ' 4.1% 50%

Source: US Department of Commerce, Bureau of Economic Analysis
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* Corporation Income Tax
— Manufacturing (Oil Price Impact)

— Banking (Housing & Interest Rates)
— Audits and Timing of Payments
* Individual Income Tax

— Major Sector Growth
— BEA Wage Growth vs. Withholding Growth
— Timing of Payments |
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Source: Montana Department of Revenue
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* Increased US Production
v" Texas & North Dakota

* Slower Economic Growth
v" China & Other Asian
Countries
* OPEC Maintaining Production
Quotas
v" 30 million B/D

57.8% decline

Source: Energy Information Administration
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1800 The Bad News ...
January 2015

e “Texas drilling permits
drop 57% in November.”

e “Continental Resources
will cut spending 40%.”
(largest producer in MT.)

* “Will also reduce drilling

0 [r———— ! i . .

N o NS 00 H om0 X6 N m rigs by a third.”
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Cumulative Percent Change
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€— Winter Cold Snap
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US Export Markets - 2013

Europe 61 Million

Asia 27 Million

North America 13 Million
South America 13 Million
Africa 4 Million
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Source: American Wind Energy Administration




* Oil -
— Low Prices
* Over supply

* Slow World Economic Growth
* OPEC Production Quotas

— Production Declines
* Maturing Wells
* Reduced Investment

* Coal -
— Stable Prices

* Transportation and Labor Costs

— Reduced Production
* US Power Plant Demand Export Markets



. Natural Gas -

— Price Declines
* Over Supply
* Adequate Inventories

— Production Declines
* Maturing Fields
* Reduced Investment

e Wind -
— Production Increase
* Production Tax Credit Extension

— Production Tax Credit Future Legislation
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