U.S. House of Representatives Committee on Energy and Commerce
Subcommittee on Energy, Climate, and Grid Security
February 6, 2024, Hearing: Politics Over People: How Biden’s LNG Export Ban Threatens
America’s Energy and Economic Security

Questions for the Record from the Honorable Scott Peters (D-CA) to Gillian Giannetti,
Senior Attorney, Natural Resources Defense Council, Sustainable FERC Project

Question 1: Let’s assume that Republicans are able to repeal all fees, regulations and incentives
that encourage industry to reduce methane emissions. What would happen to the planet and local
communities if we allow methane emissions to continue and increase unchecked?

Answer: If Congress and the President were to repeal these initiatives, and irresponsibly
and unnecessarily high methane emissions levels were allowed to continue, it would be virtually
impossible to keep the target of limiting warming to 1.5°C within reach—even 2°C would be
extraordinarily difficult to achieve. To avoid these consequences, Congress and the Biden
Administration have enacted a comprehensive and complementary set of incentives, rules, and
fees that work together to cut dangerous methane emissions and have been carefully tailored to
address the conditions we have in the United States (U.S.) These initiatives—and the reasons
behind them—are discussed below.

Oil and gas production and distribution is the largest industrial source of methane
pollution in the U.S.! Methane is a super global warming pollutant; it packs 80 times the punch
of carbon dioxide in the first two decades after its release.? Methane is responsible for
approximately 30% of the rise in global temperatures since the Industrial Revolution,* and it
accounts for approximately 1/3 of current warming from human activities.*

According to the International Energy Agency (IEA), the production and use of fossil
fuels resulted in nearly 120 million metric tonnes (Mt) of methane emissions in 2023°—that is
the equivalent of the CO, emissions of 864 coal-fired power plants in one year.® The U.S. led the
world in methane emissions in 2023, emitting 13.3Mt, with Russia second at 11.2Mt.” A July
2023 study by the Environmental Defense Fund similarly found that U.S. oil and gas companies
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emit upwards of 16Mt of methane annually;® this has the same short-term climate impact of 350
coal-fired power plants.’

These alarming emissions rates are compounded by leakage, which recent studies suggest
is far worse than previously thought. For example, in 2022, Stanford University researchers used
airborne sensors to detect methane leaks from oil and gas production facilities in the Permian
Basin in New Mexico. They found that over 9% of all methane produced in the region is
leaked—a number far higher than previous estimates of 1.4%.'° Globally, large methane
emissions detected by satellites rose by more than 50% in 2023, with over 5SMt of methane
emissions detected from leaks worldwide.!!

Leakage rates also severely undermine the claim that LNG in general, and U.S. LNG, in
particular, is clean. For example, a March 2024 Wood Mackenzie noted, “not all LNG projects
are created equal. GHG footprints vary depending on the CO2 content of the reservoir gas, levels
of methane leakages from production, infrastructure and processing, and how liquefaction and
regasification are powered.”!? In other words, leakage plays a key role in identifying and
determining an LNG project’s overall impact on the climate.

Figure 1: GHG emissions intensity (kg/CO2 equivalent) by
region (wellhead to LNG loading point)
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With respect to U.S. LNG, the Wood Mackenzie study found that “methane only
accounts for 5% to 15% of overall carbon intensity in LNG projects outside the US. But for LNG
projects in the US, methane can account for as much as 25% to 40% due to higher levels of
methane losses largely because of the extensive use of pneumatic devices and compressors
associated with shale gas production.”!* In fact, according to Wood Mackenzie, “the US has
some of the world’s highest-emitting projects, with upstream reservoir type and pipeline distance
to LNG plants adding to their high methane intensity.”!?

Fortunately, the U.S. has already taken several critical steps to addressing this problem.
First, the U.S. is a co-lead of the Global Methane Pledge (GMP), which seeks to reduce global
methane emissions by at least 30% from 2020 levels by the end of the decade.'® Leading and
joining the GMP demonstrates a commitment to take comprehensive domestic actions to achieve
methane emissions reductions, as well as a dedication to developing sophisticated methodologies
for quantifying methane emissions, including leaks. For example, the Biden Administration has
identified the following goals to tackle the climate crisis: (1) reduce U.S. greenhouse gas
emission to 50-52% below 2005 levels in 2030; (2) reach 100% carbon pollution-free electricity
by 2035; (3) achieve a net-zero emissions economy by 2050; and (4) deliver 40% of the benefits
from federal climate and clean energy investments to disadvantaged communities.!” These goals
form part of the U.S.” Nationally Determined Contribution (NDC)—or individual nation climate
pledge—which is a component of the historic 2020 Paris Agreement. '8

Second, many subnational governments, including California, are looking to act on
methane in their jurisdictions. For example, at COP28, California launched a new Subnational
Methane Action Coalition with signatories from 15 subnational governments around the world;
this program will facilitate greater cooperation and the sharing of best practices. '’

Third, in 2021, the Biden Administration launched the first U.S. International Climate
Finance Plan? and committed to work with Congress to scale up international public climate
finance to over $11 billion annually from Fiscal Year 2024. To that end, U.S. international public
climate finance increased 286% from 2021 to 2022, reaching $5.8 billion in 2022; preliminary
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estimates suggest that U.S climate finance exceeded $9.5 billion in 2023, putting the U.S. in
striking distance of meeting its 2024 target.?!

Fourth, new Environmental Protection Agency (EPA) regulations published on March 8§,
2024, will achieve dramatic reductions in methane emissions by applying straightforward,
available, and cost-effective emission control technologies and practices.??> EPA estimates that its
final rule will cut methane pollution from covered sources by 80% relative to a “business as
usual” scenario.? It also projects that the rule will prevent an estimated 58 million tons of
methane emissions from 2024-2038—equal to 1.5 billion metric tonnes of carbon dioxide, which
is nearly as much as all the carbon dioxide emitted by the power sector in 2021.%*

Furthermore, as part of the landmark Inflation Reduction Act (IRA), the Methane
Emissions Reduction Program (MERP) will provide more than $1 billion in financial and
technical assistance to address methane emissions and leaks.? For example, on February 9,
2024, EPA and the Department of Energy announced its intent to make funds available to help
measure and reduce methane emissions from the oil and gas industry.?® Relatedly, EPA’s
proposed methane fee?’ will incentivize companies to prioritize methane reductions. For
example, the Wood Mackenzie study notes that the IRA’s methane charge should encourage
“considerable further emission reductions ... even without considering an import tax in
Europe.”?

These initiatives are an important first step in ensuring that the U.S. demonstrates a
leadership role regarding climate action and finance, something that, historically, it has not done.
As noted by the Climate Action Tracker (CAT), while recent efforts are a “major step forward, it
is imperative that the US adopts equally bold policy packages at the sectoral level and shifts
away from the increasing reliance on fossil fuels to achieve the pace and scale of emission
reductions needed to meet its NDC target. Without additional, drastic emission reductions
measures, the US will still be far from meeting its domestic climate target, let alone get its
emissions onto a 1.5°C trajectory. Overall, the CAT rates the US climate targets, action and
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climate finance as ‘Insufficient.”” This is why a 2°C scenario (let alone 1.5°C) would be so
difficult to achieve were the U.S. to change course.

But it’s not just the pure climate emissions benefits that would be lost, but also the
downstream effects. For example, the economic benefits of these reductions—estimated by the
U.S. Treasury at $5.6 trillion—would be lost.>* Insurance rates would likely increase, our
national security would be compromised from greater exposure to pollution and climate risks,
and public health would suffer. Despite the 77% reduction in air pollution emissions achieved
since passage of the Clean Air Act in 1970, air pollution still causes an estimated 197,000
premature deaths in the U.S. each year. The IRA “will avert thousands of hospitalizations, reduce
health care costs, and increase the economic productivity of a healthier, longer-lived
population.”!

Globally, abandoning these programs would signal to our allies that the U.S. is unwilling
to walk the walk on climate leadership. Not only would this weaken our relationships with
critical partners in Europe and Asia, but it would encourage bad actors, such as Russia, to use
this backward step to delay raising their climate targets under the next cycle of the Paris
Agreement roadmap commitments due in early 2025.3? This would only exacerbate the severity
of global warming impacts here and abroad, and add to the suffering and harm for millions of
people due to rising temperatures and extreme weather driven by climate pollution.

In sum, “rapid and sustained reductions in methane emissions are key to limiting near-
term global warming and improving air quality”** and abandoning these efforts would have
catastrophic consequences.
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Question 2a: The prevailing narrative is that LNG exports to our allies, as well as to developing
nations, displace dirtier coal and oil powered generation. Our LNG exports also displace Russian
gas, which is dirtier than American LNG. However, in the long term, we’ll have to think about
how we reduce fossil fuel demand, along with winding down fossil fuel production and supply.

a. Do American LNG exports increase foreign reliance on fossil fuels?

Answer: At the outset, liquefied natural gas (LNG) is a fossil fuel. There is no such thing
as a clean fossil fuel, including natural gas sourced from the U.S. And as the Wood Mackenzie
study illustrates,* the claim that U.S. LNG is the “greenest and cleanest” is questionable at best.

As to whether U.S. LNG exports increase foreign reliance on fossil fuels, the reality is
that, despite the aggressive marketing of U.S. LNG, developed economies in both Asia and
Europe are already implementing measures that are expected to dramatically reduce their
demand for gas. These developments significantly increase the risk that future LNG export
projects, including those in the U.S., will become unnecessary.

A recent Institute for Energy Economics and Financial Analysis (IEEFA) analysis
outlines this stranded asset risk. IEEFA reviewed the Biden Administration’s LNG pause’s
potential effects on global energy supplies. It first noted that the U.S. currently has under
construction projects with a combined capacity of 74Mt—enough to nearly double domestic
export capacity by 2030.3° These projects are entirely unaffected by the pause.

Globally (mostly in the U.S. and Qatar), the world is set to add 64 million tonnes per
annum (MTPA) of export capacity in 2026, with another 37 MTPA targeting completion in
2027.3¢ By the end of 2027, the U.S. Energy Information Administration estimates that LNG
export capacity will grow by 1.1 billion cubic feet per day (Bcf/d) in Mexico, 2.1 Bef/d in
Canada, and 9.7 Bef/d in the U.S.?” Again, these projects are entirely unaffected by the pause.

IEEFA further noted that Japan and South Korea, which traditionally have been the U.S.’
largest LNG customers in Asia, are entering a plateau and are set to dramatically reduce their
LNG demand. Specifically, Japan’s LNG demand fell 8% in 2023; this trend is expected to
continue, leaving utilities with persistent LNG oversupply through 2030.% Similarly, South
Korea’s climate and energy targets suggest that its LNG demand could fall 20% by 2036.° This
trend of weakening demand in key historical markets for U.S. LNG is critical to analyzing the
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potential effects of the LNG pause, as the projects affected would not come online until the
2030s or beyond.

The long-term gas demand story is similar in the European Union (EU). The EU’s
strategic response to the war in Ukraine, REPowerEU, aims to eliminate dependence on Russian
gas by 2027 and halve overall gas demand by 2030.%’ As outlined by E3G, “[g]as use in the EU
is already on the decline, with a 13% reduction in gas demand recorded in 2022 and a similar
trend in 2023. Existing US LNG infrastructure can adequately address European energy security
concerns, surpassing the outlined need for 50 [billion cubic meters] of new LNG imports in
REPowerEU.”*! Recent legislative packages, including the Fit for 55 package, are projected to
further reduce EU gas demand by 29% by 2030.%> Additionally, according to the IEA’s latest
estimates, by the end of 2023, nearly 60 governments had completed or were in the process of
completing national methane action plans, with many more engaged on methane action planning;
this is expected to further reduce gas use and gas dependency abroad.*’

Thus, despite the push to rapidly expand domestic LNG export capacity, the countries
that have traditionally purchased U.S. LNG are moving away from expanding fossil fuel use.

With respect to developing economies, which are more price sensitive, continued reliance
on gas, be it from the U.S. or elsewhere, risks energy instability and economic slowdown.**
Furthermore, investing in LNG import infrastructure diverts limited funds away from clean and
more forward-looking ventures, such as expanding renewable energy and developing a more
efficient and resilient transmission grid.

Accordingly, continued unfettered U.S. LNG expansion either risks becoming a stranded
asset or slowing down critical energy transitions in the Global South—neither of these options
are desirable or exemplify the U.S.” ability for climate leadership.
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Question 2b: The prevailing narrative is that LNG exports to our allies, as well as to developing
nations, displace dirtier coal and oil powered generation. Our LNG exports also displace Russian
gas, which is dirtier than American LNG. However, in the long term, we’ll have to think about
how we reduce fossil fuel demand, along with winding down fossil fuel production and supply.

b. How will this complicate the eventual global energy transition in the long term?

Answer: Again, it is important to remember that LNG is a fossil fuel. There is no such
thing as a clean fossil fuel, including natural gas sourced from the U.S. And as the Wood
Mackenzie study illustrates,* the claim that U.S. LNG is the “greenest and cleanest” is
questionable at best.

With respect to whether further U.S. LNG export will complicate the energy transition,
put simply, continuous expansion of natural gas production, export, and use is patently
incompatible with meeting domestic and global climate goals.*¢

To be on a 1.5°C pathway, global consumption of natural gas needs to decline by around
20% from today’s levels by 2030 and be on a path to a cut of over 75% by 2050.*7 2030 is not
the distant future: it is six years away. And the Biden Administration’s pause on far future LNG
exports to non-Free Trade Agreement nations does not affect projects that are on track to be
completed before 2030.

Additionally, the fossil fuel industry’s claims about LNG supplanting coal are oversold
and, in some cases, flatly inaccurate. Currently, the world’s top consumers of coal are China
(54%), India (16%), the U.S. (5%), and the EU (4%).* In the EU, coal consumption has been
rapidly decreasing for years—it is expected to drop by 44% from 2022 levels by 2026—and it’s
expected to continue to decrease with or without LNG, due to improvements in energy
efficiency, expansion of clean energy, and the need to meet the EU’s legally-binding climate
targets.*” Additionally, most of Europe’s natural gas is used for home heating, a sector in which
coal has long played a limited role.>

In Asia, the story is more complicated, but it still is not as simple as the fossil fuel
industry advertises. The largest expected Asian buyers of U.S. LNG later in the decade are
China, India, Japan, South Korea, and Thailand and, of those, only China and India have any
plans to build new coal power plants.’! Even in China, coal’s share of electricity generation has

45 See Wood Mackenzie, supra note 12.

46 Christina Swanson & Amanda Levin, Sailing to Nowhere: Liquefied Natural Gas Is Not An Effective
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declined, with natural gas-powered electricity remaining flat at just 3% since 2015.°% Instead, the
share of wind and solar generation quadrupled in China’s power generation (from 4% to 16%
percent) over the same period.>® Thus, while natural gas may play some role in reducing coal use
in the power sector, it is simply untrue that massive U.S. LNG development will inherently lead
to widespread coal use reductions.

Furthermore, there is mounting evidence that LNG’s value chain is far more emissions-
intensive that previously estimated.>* This is because “every molecule of methane leaked alters
the climate advantage [of natural gas] because methane warms the planet significantly more than
COs over its decade-long lifetime.” A recent analysis found that even a methane leakage rate as
low as 0.2% can cause natural gas to be as harmful to the climate as coal.>® Given that leakage
rates in the Permian Basin can exceed 9%,”’ it is possible that natural gas sourced from the
Permian and exported overseas is actually worse than coal on a life-cycle basis.

Continued expansion of U.S. LNG export will also increase energy costs here at home.
For example, a new National Bureau of Economic Research (NBER) working paper suggests
that, by 2030, U.S. prices will be 54% higher than they would have been in a less export-
intensive scenario.’® According to the paper, this is the equivalent of a $30-per-ton carbon tax on
natural gas emissions.> Other papers have similarly argued for the connection between expanded
LNG export and increased domestic gas prices.®

In short, continuing to build out more LNG infrastructure, without properly accounting
for its climate, environmental and economic impacts, could severely frustrate our ability to move
the global energy system to one that is cleaner, safer, affordable, climate compatible, and ensures
environmental justice for our communities.

Submitted: March 25, 2024

Gillian R. Giannetti
Senior Attorney, NRDC Sustainable FERC Project
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