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Key Refining Industry
Considerations




Refining market drivers in 2023

The start of the year continued 2022 margins, that fell off in the fourth quarter

m Ukraine war not causing as big an impact on supply and demand, margins

m Rate of inflation still higher than Fed target, prices still substantially higher than 2020

m White House and EPA continue to push forward on EV mandate, new regulations

m Most important, buyers aren't buying refineries

TXOGA - HCAD 2024 Refining & Petrochemicals Outlook February / March 2024



Preliminary 2023 Refining Earnings Indicators
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Transactions & Market Indicators

m No new refinery transaction since Houston Refining announcement in 2023

m Houston Refining shut down delayed until first quarter 2025; plan still is to

convert to hydrogen hub
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i REUTERS

ANALYSIS-US refinery M&A stalls as
buyers shun aging assets, uncertain
future

m Refiner evaluations are down ~1/3 since the financial crisis of 2008
m Several refiners have had assets on the market for years but no sales

m Delta Trainer on/off market since 2018

m New Philips 66 divestiture program may include small refineries

m LyondellBasell on market two separate times before deciding to convert to hydrogen hub
® Maintenance costs to keep older plants online have also deterred refinery buyers

m Price tag to upgrade Houston Refining was estimated to be greater than $1 billion

TXOGA - HCAD 2024 Refining & Petrochemicals Outlook February / March 2024



What should we consider in near-
term?




Significant new refining capacity outside the U. S. affects margins

m Margin outlook collapses back to historical five-year average with new capacity in Nigeria,
Kuwait, Mexico

ExX-RVO Global Composite Gross Refinery Margin ($/bbl
m New supply offsets demand increase
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m Global jet fuel demand remains below 2019 level
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RINs continue to be a cost problem (at a lower level)
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Continuing Government Actions

Biden admin reportedly doubling down on gas car
crackdown

Tinkering with the near-term speed of implementation doesnT change the end garee, which is banning new gas-powered
cars aroup telis Fox Mews Digital

New EPA rule could save 4,200 lives a
vear. Industry warns it could cost Biden
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Comparing 3" party price forecasts 2021-22 vs. 2023
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Key Petrochemical Industry
Considerations




Petchems peaked early 2021, still facing overcapacity challenges
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Ethylene, chemicals outlooks
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Uncharted waters in excess capacity and utilization rates

Global capacity exceeding demand®
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Environmental issues continue to pressure industry

Houstaon Ship Channel deemed ‘sacrifice
zone' in new pollution report by Amnesty
International
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New EPA rules could improve air quality

along the polluted Houston Ship Channel

The change would require stricter manitoring at the perimeter of petrochemical plants.
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Recap on Petrochemical Industry

m Petrochemicals continue to face very challenging markets

m Still working down new capacity additions (global)

® Margins/earnings continue to drop toward breakeven or worse

m EPA and NGOs continued to tighten focus on petrochemical plant emissions
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Questions and Answers




