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A GLOBAL
ENERGY CRISIS,
AN AMERICAN
SCVLUTION

Three areas where well-reasoned policies can empower
broad progress through American natural gas and oil.
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dd THE NEED FOR SOUND ENERGY
POLICY HAS NEVER BEEN MORE CRITICAL.

American energy leadership is vital, perhaps more than ever for our own prosperity and
security in uncertain times, and for the world. A global energy crisis - driven by surging
post-pandemic demand outstripping supply and exacerbated by Russia’s invasion of
Ukraine - has shown that the world needs more natural gas and oil, not less.

America can and should lead the world out of this crisis. The U.S. is the world's leading
producer of natural gas and oil and, with the right policies from Washington, must
champion a reliable path forward that directly addresses today’s energy challenges.

But first, there must be a course correction.
Europe’s energy struggles show what can

happen when countries lean too much, WORLD'S

too soon on still-developing energy sources ENERGY 0
and energy from unstable regions while SUPPLY: 50 /0
turning away from reliable natural gas and NATURAL GAS

oil resources. Natural gas and oil are AND OIL

projected to provide nearly 50% of the 2050

world’s energy in 2050".

A more realistic energy approach is needed, where abundant American natural gas
and oil is prioritized as a long-term strategic asset and a foundation for economic
growth and strengthened energy security, today and tomorrow. Our energy resources
also will provide opportunity, for decades to come, for other energy sources to mature
and take on more significant roles.

In this new year, Washington should enact policies that fundamentally enable and
promote investment in American natural gas and oil and support the vital refining
sector. Though companies increased production this year to meet rising energy
demand - and refineries operated near peak capacity to produce the fuels and
products Americans use every day - more is required as populations and energy
needs grow.

We need not return to growing dependence on foreign suppliers. Quite the opposite:
American energy must lead in this space, through more domestic production and
modernized infrastructure. If America doesn’t lead, others will.

We have the resources, yet sound energy policymaking is critically important. We invite
members of Congress, the administration, and leaders across the country to join us

in rolling up our sleeves to unleash American natural gas and oil. It starts with this
simple realization: The solution is here.

All the best,

M THE SOLUTION

MIKE SOMMERS,
API President and CEO
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_PROBLEM

NOT ENOUGH ENERGY
TO MEET RISING DEMAND

New oil production has fallen short of global demand, which reached near-record levels as economies recovered from the
pandemic. As a result, countries including the U.S. used emergency releases from government-controlled oil reserves to
counter the impacts of tight crude oil markets.

Washington should do more to foster investment in new U.S. natural gas and oil development and strengthen U.S.

refining. It requires production that follows some of the highest environmental standards in the world to deliver
long-lasting economic and security benefits - reliable energy, high-paying skilled jobs, more investment in America,
stronger communities and a lower trade imbalance. However, through the Biden administration’s first 19 months in
office, the U.S. Interior Department (DOI) leased fewer acres for drilling on federal lands and waters than any other
administration in its first 19 months since the end of World War Il, when the U.S. economy was a tiny fraction of what it
is today’. Producers need policy certainty, yet DOI's proposed five-year offshore leasing program includes an option to hold
zero lease sales. Onshore, the administration did not hold any quarterly lease sales in 2021, as required by law. In 2022,
just one quarterly sale was held. Increased access to resources on public lands also is needed to develop more energy for
use across America and to help allies abroad.

OIL AND NATURAL GAS LEASING: ADMINISTRATION PLAYING CATCH-UP

Since the end of World War Il, no presidential administration over its first 19 months in office leased as few
acres on federal lands and waters for oil and natural gas production as the Biden administration.
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MAKE MOVE IMPROVE

INCREASE DEVELOPMENT OF
AMERICA'S NATURAL GAS AND OIL

U.S. producers increased production in 2022, but more is
needed. Crude oil production remained 1 million barrels
below its record highs set in late 2019 and early 2020,
primarily because of government policies, workforce
and supply chain limitations, and a chilled investment
landscape. Reasonable and smart energy policies are
critical to supporting investment in long-lived natural
gas and oil production, as well as billions of dollars in
large capital projects supporting U.S. economic growth
and strengthening U.S. energy security. Such policies

decrease dependency on imported oil and enable U.S. r\ﬂ ' ! . *
".E 4 : i = '

manufacturing through the value chain. Petroleum
: : Nine Energy and other upstream companies use data and technology
demand is projected to grow over the next few decades, to ensure cement integrity in new wells.

and without policies to help create a hospitable
environment for investment in future projects, the U.S.
will not meet demand and could once again become a
significant importer of foreign energy.

According to a new Rystad Energy study?®, lifting
development restrictions on federal lands and waters
could add 395 million barrels of oil equivalent (boe)
of production through 2035. This equals, on average,
77,000 boe/d from 2023-2035 and nearly $29 billion in
investment in the U.S. economy. Energy development

e e

v could also generate $4.8 billion in government royalties,

i AT R Wtehe et Tl 7 taxes and lease bid revenues from 2023-2035.
Devon Energy uses layers of compression technology to capture more
natural gas and decrease emissions.

E]

PETROLEUM PRODUCTION MUST KEEP PACE WITH DEMAND

U.S. petroleum use is projected by the U.S. Energy Information Administration to grow through 2050 (dark
blue line). This could create a supply shortfall of nearly 2 million barrels per day by 2050 if U.S. production
does not increase significantly over 2022 production (light blue line).
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SPECIFIC POLICIES AND ACTIONS SUPPORTING
INCREASED AMERICAN NATURAL
GAS AND OIL PRODUCTION:

INCREASE OFFSHORE ACCESS

ISSUE STRONG LEASING PROGRAM TO SUPPORT
CRITICAL DEVELOPMENT

DOI must issue a robust, final, five-year offshore leasing
program for oil and natural gas that includes multiple
leasing opportunities. Federal offshore activity provides
more than 15% of total U.S. oil production®.

INCREASE ONSHORE ACCESS

HOLD QUARTERLY LEASE SALES AS REQUIRED BY LAW

DOl should hold quarterly onshore lease sales, as required by law, with equitable terms. DOI

should reinstate canceled sales and valid leases on federal lands and waters. Federal onshore
activity provides 10% of U.S. oil production®.




PROTECT REFINING TECHNOLOGY COMPETITION

ALLOW CONTINUED USE OF SAFE HF ALKYLATION e |
UNITS

Future federal rules should continue to allow U.S.
refineries to use existing critical process technologies.
Specifically, the Environmental Protection Agency should
not require refineries to shift away from hydrofluoric acid
(HF) alkylate, which has proven to be safe, efficient and
reduce emissions. Currently, 88% of refining capacity in
the U.S. is at refineries with alkylation units, with about
50% of them using HF as their primary catalyst. Replacing
all U.S. HF alkylation units would cost between $12 billion
and $19 billion and would likely lead to refinery closures
and accompanying pressure on production.

SIGNAL GOVERNMENT SUPPORT FOR NEEDED ENERGY INVESTMENT

- HELP UNLOCK ACCESS TO CAPITAL

The federal government should clearly demonstrate
support for natural gas and oil development

in America now and in the long term. The U.S.
Securities and Exchange Commission should
reconsider its climate disclosure proposal, which

is duplicative, costly and risks inconsistency in
greenhouse gas reporting. This will help boost
investor confidence in future development.

THE STATE OF AMERICAN ENERGY 10
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_PROBLEM

LACK OF ENERGY INFRASTRUCTURE TO MEET
GROWING DEMAND

America lacks sufficient infrastructure for the future - including new natural gas and oil pipelines and investment in
maintaining existing infrastructure - to move energy from production areas to refineries and processing facilities and
then to places where it is needed by American families and businesses. Additionally, export infrastructure is needed
so that America can aid allies abroad and project leadership in global markets, while also supporting domestic
production and economic benefits.

Modernizing and expanding our nation’s energy infrastructure will require an efficient permitting system that
supports timely and informed decisions based on merit and applied consistently. Unfortunately, permitting and
review delays® are blocking needed infrastructure. Ten major infrastructure projects, reflecting $34 billion in
capital expenditures, were canceled, stalled or were at risk of cancellation due to permitting and review delays in
recent years. For liquefied natural gas (LNG), permits to export natural gas to countries with which the U.S. does not
have a free trade agreement (non-FTA) take five to 25 times longer’ to be approved by the U.S. Department of Energy
than permits to export natural gas to FTA nations. Noteworthy: 20.9 billion cubic feet per day (bcf/d) of non-FTA
export permit applications await government approval.

PROJECT CANCELLATIONS, DELAYS IMPACT ACCESS TO ENERGY

Protracted and uncertain review processes have impacted 10 major natural gas and oil infrastructure
projects, including four natural gas projects in Appalachia that could support 4.6 billion cubic feet per day of
production needed by families and businesses in the region.

PROJECT COMMODITY OPERATOR STATUS YEARS ELAPSED PROPOSAL TO CANCELLATION'
et O esnery I s
PORTLAND TO MONTREAL PIPELINE REVERSAL Suncon) P s
DAKOTA ACCESS PIPELINE EXPANSION = .

BYHALIA (DIAMOND T0 CAPLINE) Woslers [EIPLAINS o

PALMETTO @ KINDERMORGAN ;o

ATLANTIC COAST _?, ominion I

CONSTITUTION l!‘g,/ﬂlaﬂ?é I s

MOUNTAIN VALLEY € equitrans I

PENNEAST PIPELINE { Ptz .

JORDAN COVE ENERGY PROJECT PEMBINIY I

KEY CRUDE OIL @ REFINED PRODUCTS NATURAL GAS

Source: Rystad Energy research and analysis Notes: 'For Mountain Valley, years elapsed represents years from proposal to current
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DELAYED LIQUEFIED NATURAL GAS PROJECTS IMPACT U.S. ENERGY
LEADERSHIP

APPROVALS FOR NON-FREE TRADE AGREEMENT LNG PERMITS CAN TAKE 25 TIMES LONGER THAN
FREE TRADE AGREEMENT PERMITS

Average number of days needed for approval, by application type and submission year.

2,500

2,000

1,500

1,000

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

KEY HF1A I NFTA

Source: Rystad Energy; Department of Energy

STRENGTHEN U.S. ENERGY INFRASTRUCTURE,
INCLUDING LNG PROJECTS

Addressing the review and permitting process - which for

some projects has dragged out 14 years - is critical for U.S.
competitiveness, economic growth and energy security. Of the policy
solutions presented in this report, 10 are included in API’s action
plan®, including solutions that would support $53 billion in new
infrastructure investment over the next decade. In Appalachia alone,
for example, infrastructure projects could have added 4.6 bcf/d of
natural gas production. Regions such as New England would benefit
from access to America’s abundant natural gas resources, and

the U.S. infrastructure network would become more flexible and
responsive - built to the highest professional and safety standards

- and one of the safest ways to transport hydrocarbons. European
LNG demand is expected to reach 19 bcf/d, and U.S. exports can
grow to meet it - or other nations will meet that demand.

Williams and other pipeline compani.es use around-
the-clock monitoring to protect infrastructure and
our environment.

THE SOLUTION IS HERE




MOVE IMPROVE

20.9 BCF/D IN U.S. LNG AWAITS FEDERAL PERMITS
PENDING LNG APPLICATIONS

U.S. LNG facilities must obtain a federal permit to send natural gas to nations with which the U.S. has a free
trade agreement - and a separate finding to send natural gas to countries with which the U.S. does not have
a free trade agreement, referred to as non-FTA nations. Below, 15 pending LNG export permit applications as
of Dec. 16, 2022, representing 20.9 billion cubic feet per day of natural gas.

Application Status

Company Quantity Pending (bcf/d) E——

Venture Global CP2 LNG T &0 ° @
MPEH I - o (%)
Port Arthur LNG Phase II I e ° @
62 Net-Zero LNG I ¢ (] ()
Eos LNG I s ° 9
Barca LNG D 16 ° 9
SCT&E LNG I ° @
Commonwealth LNG I 2 0 @
CEFLNG kR 0 @
SeaOne Gulfport I 1.0 ° @
Fourchon LNG I 0.7 0 @
Venture Global Plaquemines LNG' I 05 ° @
New Fortress Energy Louisiana FLNG B 0.4 ° @
Freeport LNG’ Moz ° @
Venture Global Calcasieu Pass’ foa ° 9

KEY ° APPROVED @ UNDER REVIEW OR PENDING APPROVAL ° N/A
TOTAL OF 15 PERMITS PENDING REPRESENTING
Notes: 'Design Increase 20.9 BCF/D

Source: Rystad Energy; Department of Energy
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SPECIFIC POLICIES AND ACTIONS SUPPORTING
INFRASTRUCTURE DEVELOPMENT:

'31) DESIGNATE CRITICAL ENERGY INFRASTRUCTURE PROJECTS

REFORM PERMITTING AND REVIEW PROCESSES

Congress should authorize major energy infrastructure
projects as critical to the national interest, supporting energy
production, processing and delivery. These reforms are
necessary to establish interagency coordination, including

the designation of a lead agency and strict timelines for
environmental reviews. Additionally, there is a need to revamp
the cross-border permitting process. Reforms need to apply
to low-carbon energy infrastructure and should limit the
application of the social cost of carbon to limited instances of
direct impacts from project construction.

MAKE ENVIRONMENTAL REVIEWS UNIFORM, WITH
ESTABLISHED TIME LIMITS

The National Environmental Policy Act (NEPA) affects many kinds of
infrastructure projects - including wind farms, airports and traffic
improvements - not just natural gas and oil. Under the current
NEPA process, the average environmental impact statement takes
four and a half years to complete, and 25% of completed impact
statements took more than six years. NEPA reviews should be
uniform across involved federal agencies and limited to two years.
In addition, red tape associated with project applications should be
reduced. In all, $157 billion in energy investment is waiting in the
NEPA pipeline, and a two-year NEPA review time limit could spur
$67 billion in energy investment.
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ACCELERATE LNG PROJECTS

STREAMLINE THE REVIEW PROCESS

Congress should amend the Natural Gas Act (NGA) to streamline
the review process for all LNG projects to a single approval

by the U.S. Energy Department (DOE). Pending LNG export
project applications should be approved and accelerated by DOE.
Supporting export demand while also meeting domestic energy
needs could stimulate increased domestic production that

could meet American demand, create jobs and generate U.S.
economic growth.

END OBSTRUCTION OF NATURAL GAS PROJECTS

HALT FERC OVERREACH OF PERMITTING AUTHORITY

The Federal Energy Regulatory Commission (FERC) should end the overstepping of its permitting
authority granted by the NGA. FERC should adhere to traditional considerations of public needs
while focusing on potential direct impacts from construction and operation of natural gas projects.

- :'I_—I L N - SR TET—p——r
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) ALLEVIATE SUPPLY CHAIN BOTTLENECKS

o

CONGESTION

RESCIND STEEL TARIFFS AND RELIEVE PORT =

President Biden should rescind steel tariffs from the
previous administration that affect $7 billion in annual steel
imports and increase the accessibility of steel for energy
production, transportation and refining. The administration
also should speed up efforts to relieve port congestion to
allow for the delivery and installation of equipment used for
energy development. Energy companies spend’ $9.5 billion
per year on steel for drilling and $4.8 billion per year on
steel for pipelines.

SUPPORT INNOVATION IN PIPELINE SAFETY LEGISLATION

USE PERFORMANCE-BASED REGULATION TO HELP
ADVANCE NEW TECHNOLOGIES

Pipeline companies’ ability to maximize their investment
in the latest safety-related technologies, emerging

fuels and sustainable operations should be supported

in congressional reauthorization of the Pipeline and
Hazardous Materials Safety Administration. Regulations
that are performance-based could give companies the
flexibility to use advanced technologies and engineering
practices - versus prescriptive regulatory language that
might hinder innovation.
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_PROBLEM

DELIVER AFFORDABLE, RELIABLE
ENERGY WHILE CREATING
A LOWER CARBON FUTURE

The world’s need for more reliable, affordable energy is intertwined with the goal of ushering in a lower carbon
future. Meeting energy demand - and alleviating energy poverty worldwide - with reliable, accessible energy while

reducing greenhouse gas (GHG) emissions is the challenge of our time and one the natural gas and oil sector is
rising to address.

ENERGY AND A GROWING GLOBAL POPULATION

Even as energy production becomes more efficient and per-capita energy use may decline, the United

Nations’ projection that the world will add nearly 2 billion people by 2050 means more energy will be needed
around the globe.

2022 ° * 2050

""".I

& 5 8 & B B B
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'*i' SO "'T'T" 9.7 BILLION o
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SOLUTION

CONTINUE INNOVATING TO LOWER
CARBON EMISSIONS AND PROTECT THE
ENVIRONMENT

American natural gas and oil companies are committed
to innovation in lower carbon technologies, lower
carbon energy development and cleaner products

that are critical to modern economies and improving
standards of living around the world - all critical to
building a lower carbon future.

il

L: — : ha = 4 = .
Baker Hughes is one of many companies developing new sensors to
continuously monitor emissions.

American producers are focused and achieving results
in reducing our industry’s methane emissions. The
Environmental Partnership'®, now five years old and
representing more than 100 companies'' that account for
70% of the U.S. onshore natural gas and oil sector, has
pioneered unprecedented collaboration and knowledge-
sharing among participants. Members support specific
actions'? to further reduce emissions of methane

and volatile organic compounds - including a flare

-m = management program. Additionally, API's Climate Action
Framework' details actions to meet the dual energy and
Hess and other U.S. energy companies constantly leverage and climate challenge, including accelerating technological

analyze data for safe and efficient production. innovation and advancing cleaner fuels.

Companies are also leading in the deployment of carbon capture, utilization and storage (CCUS), which the
Intergovernmental Panel on Climate Change says' is central to reducing GHG emissions globally. And we're
poised to lead in producing hydrogen and cleaner transportation fuels, such as sustainable aviation fuel.

THE STATE OF AMERICAN ENERGY 20



INCREASED NATURAL GAS USE LEADS REDUCTIONS IN U.S. POWER
SECTOR EMISSIONS

U.S. power sector carbon dioxide emissions have declined since 2000, primarily because of increased use

of natural gas to fuel electricity generation. Between 2006-2021, about 60% of power-related COz emissions
reductions came from fuel switching to natural gas, with 40% coming from growth in zero-carbon generation,
according to the U.S. Energy Information Administration.
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CAPTURING CARBON FROM INDUSTRIAL PROCESSES

Carbon capture, utilization and storage technology reduces carbon dioxide from a range of
energy-intensive sectors, not just natural gas and oil, shrinking the nation’s carbon footprint.

STEP 1: CAPTURE

CO2 emissions from facilities are captured before they enter

the atmosphere. CO2 is separated out of the captured gas and processed
into a compressed gas for safe transport.

STEP 2: TRANSPORT
CO:zis transported via pipelines to a safe storage site.

STEP 3: STORE

The COzis injected deep underground into a carefully selected and tested
geological formation, where it will remain permanently separated from
the atmosphere. In other cases, it can be transported to a manufacturing
facility to be used in products.

21
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SPECIFIC POLICIES AND ACTIONS FROM
POLICYMAKERS ARE NEEDED:

While the American energy supply chain has not waited on Washington to
address energy and climate challenges, we urge government action
to drive innovation.

@ EFFICIENT IMPLEMENTATION OF SECTION 45Q TAX CREDITS FOR CCUS

PROVIDE MORE GUIDANCE TO FURTHER
REDUCE EMISSIONS

Federal officials must develop additional guidance
for Section 45Q tax credits that were expanded by

Congress for the development of CCUS. This can
help reduce the nation’s carbon footprint - not just
from natural gas and oil, but also from a broad range
of sectors, including energy-intensive industries

like manufacturing, steel and cement-making. To
maximize CCUS’ significant potential to reduce the
country’s CO2 emissions, the Internal Revenue Service
and U.S. Treasury Department should recognize the
full extent of facilities for both direct air capture and
industrial carbon capture that the law makes eligible
for the 45Q tax credit. CCUS investment'® could total
$77 billion from 2023-2035 while increasing CCUS
capacity by 250 million tons per annum.

THE STATE OF AMERICAN ENERGY
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IMPROVE THE HYDROGEN TAX CREDIT

VALUE EACH TON IN CARBON DIOXIDE REDUCTIONS
EQUALLY

Rules should allow a facility to claim the 45Q tax credit
for carbon capture, transportation and storage activity,
and the 45V tax credit for clean hydrogen production. In
addition, the Section 45V tax credit for hydrogen - covering
hydrogen made from all sources, including natural

gas - should value equally each ton of carbon dioxide
reduced. In this way, recent analysis'® shows more GHG
emissions reductions and more hydrogen production can
occur. Uniform policy incentives for hydrogen produced
from natural gas with carbon capture and produced
from electricity and other energy sources could avoid an
additional 180 million metric tons of GHG emissions on
average per year through 2050.

e FOSTER DEVELOPMENT AND OPERATION OF LOW-CARBON
ENERGY INFRASTRUCTURE

ESTABLISH CONSISTENT, TIMELY AND PREDICTABLE
PERMITTING

A robust infrastructure system is needed to increase U.S.
capacity to store carbon and fully capitalize on hydrogen
energy. This includes carbon pipelines associated with
CCUS for a variety of industry sectors in addition to
natural gas and oil. Many of the permitting challenges
for natural gas and oil infrastructure could impact
development of low-carbon infrastructure. As with
natural gas and oil, the permitting regime for low-
carbon infrastructure should be consistent, timely and
predictable to help encourage investment. Additionally,
risk-based regulations that are efficient and effective are
needed for regular operations.

23 THE SOLUTION IS HERE




@ SUPPORT STEM EDUCATION

INCREASE FUNDING FOR WORK-BASED LEARNING AND STEM PROGRAMS

Our energy future will require a diverse, highly skilled workforce that uses innovative technologies
to maximize performance in safely developing natural gas and oil, as well as low-carbon solutions.
Skills in science, technology, engineering and math (STEM) are needed for many natural gas and
oil careers. Congress and the Biden administration should support the training and education

of a diverse workforce by increasing funding for work-based learning and advancement of STEM
programs to nurture the skills necessary to construct and operate natural gas, oil and other
energy infrastructure.
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1. Nearly 50%: https://www.eia.gov/outlooks/ieo/consumption/sub-topic-01.php

MAKE

2. Fraction of what it is today: https://fred.stlouisfed.org/series/GDP

3. New Rystad Energy study: https://www.api.org/-/media/Files/misc/Rystad-Energy-APls-10-in-2022-Policy-
Plan-Quantification-of-Policy-Impacts

4. More than 15% of total U.S. oil production: https://www.api.org/-/media/Files/misc/Rystad-Energy-APls-10-in
2022-Policy-Plan-Quantification-of-Policy-Impacts

5. 10% of U.S. oil production: https://www.api.org/-/media/Files/misc/Rystad-Energy-APIs-10-in-2022-Policy-
Plan-Quantification-of-Policy-Impacts
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6.

Permitting and review delays: https://www.api.org/-/media/Files/misc/Rystad-Energy-APls-10-in-2022-Policy-
Plan-Quantification-of-Policy-Impacts

7. Five to 25 times longer: https://www.api.org/-/media/Files/misc/Rystad-Energy-APIs-10-in-2022-Policy-Plan
Quantification-of-Policy-Impacts

8. API's action plan: http://www.api.org/news-policy-and-issues/10-in-2022

9. Spend: https://www.api.org/-/media/Files/misc/Rystad-Energy-APIs-10-in-2022-Policy-Plan-Quantification-of-
Policy-Impacts

IMPROVE

10. The Environmental Partnership: https://theenvironmentalpartnership.org/

11. More than 100 companies: https://theenvironmentalpartnership.org/who-we-are/

12. Specific Actions: https://apitep02.wpengine.com/what-were-doing/taking-action/

13. Climate Action Framework: https://www.api.org/climate

14. Says: https://report.ipcc.ch/aréwg3/pdf/IPCC_AR6_WGIII_FinalDraft_FullReport.pdf

15. Investment: https://www.api.org/-/media/Files/misc/Rystad-Energy-APIs-10-in-2022-Policy-Plan-
Quantification-of-Policy-Impacts

16. Recent analysis: https://www.api.org/~/media/files/news/2022/10/12/api-icf-hydrogen-report




Yy STATE OF
# %% N AMERICAN
2023 ENERGY

View interactive content
with the digital report




