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ACCJ Viewpoint

The Government of Japan (GOJ) continues

to formulate its long-term energy policy in
response to the March 11, 2011 Great Eastern
Japan Earthquake and ensuing shutdown of
nearly all nuclear power plants. On February

22, 2013, at a meeting with President Obama,
Prime Minister Abe urged the United States to
begin exports of natural gas to Japan as quickly
as possible to help Japan secure reliable and
lower cost energy resources. This high-level and
well-publicized request underlies Japan’s critical
need for a sustainable long-term strategy for the
procurement and use of thermal energy sources,
such as liquefied natural gas (LNG) from the
United States and elsewhere, to compensate for
the reduction of nuclear generation capacity.

RECOMMENDATIONS

With this in mind and in concert with currently
active Viewpoints (see Background section
below), the American Chamber of Commerce
in Japan (ACCJ) makes the following
recommendations to the GOJ and the United
States Government (USG) (as applicable):

o The ACCJ supports the GOJ's request that
the United States export natural gas to
Japan and urges the GOJ to continue to
seek a stable source of LNG from the United
States; similarly, the ACCJ encourages
the USG to duly consider and authorize
such exports on a priority basis in light of
the potential benefits to both the United
States and Japan and in support of the
longstanding, cooperative U.S.-Japan
economic relationship.

o The ACCJ urges the USG to consider the
potential for exports of advanced U.S.
manufactured products and services in
gas-dependent sectors, for instance in
the power generation or transportation
sectors, that will be created and sustained
with the increased supply of gas in Japan.
The corresponding impact on employment
should be considered a favorable factor in
assessing the public interest and thus in
prioritizing and approving applications for
LNG exports.

o The ACCJ is firmly committed to free
market principles, including competitive
markets, open trade and investment and
trade norms disfavoring export restraints,
and believes that such principles should
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ACCJ Viewpoint

apply to the export of LNG and pricing
structures.

o The ACCJ continues to encourage the GOJ
to formulate with deliberate speed its Basic
Energy Plan to address critical immediate-,
medium- and long-term energy issues and
to provide direction and predictability as to
its thermal and other energy needs.

o Japan’s New Basic Energy Plan should be
formulated with an emphasis on the use of
natural gas thermal power generation to
meet the full range of its power generation
needs, given that natural gas is the cleanest
and has the lowest capital expenditure costs
among comparable fossil fuel options, has
operational flexibility, and can be brought
on line in relatively short order.

o The ACCJ supports Japan’s participation
in the Trans-Pacific Partnership (TPP),
and welcomes the recent announcement
of a successful completion of U.S.-
Japan consultations on Japan’s entry
and encourages Japan to meet the high
standards contemplated therein. Japan’s
joining the TPP, while encouraged, should
not however be a precondition for the USG's
approval of LNG exports to Japan.

BACKGROUND

Post 3.11 and Japan’s Need to Formulate a
Sound Energy Policy, Including the Stable
and Cost-effective Procurement and Use of
LNG as a Major Component

Currently, the GQOJ is in the process of
formulating a number of policies to achieve
unprecedented growth initiatives, of which
energy policy is fundamental. The formulation of
the appropriate energy mix has been and still is
the subject of intense policy debate among the
GOJ and the Japanese public, such that a firm
energy strategy (and importantly, clarity on the
energy mix) has not been determined.

In response to this, the ACCJ has issued a
series of Viewpoints advocating specific policy
positions we believe will move Japan towards
greater energy security with a balanced and
diversified mix of energy. Included in those
recommendations is a call on the GOJ to move
quickly to formulate its New Basic Energy Plan
so as to provide direction and predictability to
both the Japanese and international business
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communities. As one component of that Energy
Plan, we advocate that the GOJ diversify
Japan’s sources of LNG and other fuel sources
to strengthen the country’s energy security
and promote the deployment of low-carbon
technologies and environmental goods and
services through free trade policies that eliminate
tariffs and non-tariff barriers to help Japan
achieve its low-carbon objectives and deploy
clean energy technology from many sources as
quickly as possible.

For the ACCJ’s specific policy recommendations in
other Viewpoints, please visit our website where
all active Viewpoints are published: <http://www.
accj.or.jp/en/advocacy/viewpoints>.

The Unprecedented Shale Gas Opportunity
in the United States

With the recent discovery of large deposits

of shale gas in the United States and new
technologies to better extract and process such
deposits, the United States has the potential to
become a significant and sustainable exporter of
LNG to Japan, which presents an unprecedented
and immediate opportunity to enhance Japan’s
long-term energy security as well as for further
energy cooperation and economic benefits for
both the United States and Japan.

Currently, a number of applications for licenses to
export LNG to several countries (20 applications
to non-free trade agreement countries as of this
writing) are under review by the USG to confirm
consistency with the “public interest” under the
Natural Gas Act, but as of this writing no licenses
have yet been granted to Japan and only one
license has been granted with respect to a non-
free trade agreement country. In this regard,
credible studies such as the Department of
Energy-commissioned NERA Economic Consulting
study, indicate that under most scenarios

the United States should be a net economic
beneficiary if the USG allows LNG exports and
support a finding that LNG exports are in the
public interest and should be allowed. While not
unanimous in all U.S. industries, many large

U.S. companies (particularly those with strong
commitments to Japan), several of which have
provided input with public comments, strongly
support this conclusion and advocate to increase
LNG exports.

Given Japan’s critical long-term energy need
and its position as a close U.S. ally, the ACCJ
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urges the USG to approve licenses to export U.S.
produced LNG to Japan on a priority basis, and
without delay, taking account of the potential

for additional exports of advanced manufactured
goods and services, for instance in the power
generation and transportation sectors, and

the impact of such exports on employment, as
favorable factors in assessing the public interest.
Furthermore, the granting of export licenses for
LNG destined to Japan would be consistent with
free market principles, including those supporting
competitive markets, open trade and investment
and trade norms disfavoring export restraints,
which the ACCJ believes should apply to the
export of LNG and pricing structures, where
applicable.

The Export of U.S.-produced LNG Would Be
Mutually Beneficial to Both Japan and the
United States

The ACCJ urges both the GOJ and USG to
consider and take advantage of a number of
meaningful and concrete benefits that this
opportunity and the export of LNG by the United
States would bring to both Japan and the United
States:

e Importation of natural gas from the United
States would comprise an important part of a
sustainable and diversified strategy to enable
Japan to secure a cost-effective and stable source
of energy to meet Japan’s increasing thermal
energy power needs as Japan shifts energy
priorities to thermal and renewables sources
after the Great Eastern Japan Earthquake and
Fukushima nuclear crises.

e With the discovery of large deposits of shale
gas in the United States, the United States has
the potential to become a sustainable exporter of
LNG to Japan, which presents an unprecedented
opportunity to enhance Japan’s long-term

energy security as well as for further energy and
strategic cooperation for both the United States
and Japan.

e Natural gas is the cleanest of current fossil fuel
options available to Japan and will have a positive
impact on the reduction of greenhouse gas and
other emissions in Japan.

e The use of natural gas will reduce the
operational costs in Japan associated with the
use of older thermal facilities and help Japanese
energy producers shift away from more carbon
intensive fuels.
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e The procurement of a stable and cost-effective
source of LNG would decrease the cost of overall
power generation in Japan and curb rising
domestic electricity rates, which otherwise will
adversely affect the long-term business outlook
in Japan and the standard of living of those who
live here.

e The export of natural gas to Japan will
provide critical support to Japan as an important
economic partner and strategic ally of the United
States.

e The export of natural gas to Japan will provide
new opportunities to expand U.S. trade to Japan
and for U.S. companies to expand their export
of U.S. goods and services in Japan relating to
gas power generation and other segments of the
energy and transportation sectors.

e Expanding the demand for U.S. LNG,
particularly to Japan as the largest importer of
LNG, should create substantial new employment
in the United States in a variety of industries
ranging from the extraction of natural gas and
construction of LNG terminals and infrastructure
to the manufacture of gas turbines and related
services, and the procurement of a broad range
of materials, products and intellectual inputs.

e The United States should be a net economic
beneficiary from allowing LNG exports generally,
according to several credible independent
assessments.

TPP Participation Should not Be a Pre-
condition to Permitting U.S. Natural Gas
Exports to Japan

On March 15, 2013, Prime Minister Abe
announced Japan’s intention to join the TPP
negotiations, overcoming divisive opposition in
Japan, but with a view to keeping to a minimum
the adverse impact to certain limited areas

of trade sensitivity within Japan. The ACCJ
supports Japan’s participation in the TPP as such
participation may increase the possibility of

the availability of LNG exports from the United
States to Japan. The ACCJ further encourages
Japan to meet the high standards and ambitious
timetable for completion currently contemplated
by the TPP participants and to meaningfully
addresses certain concerns raised by U.S.
industry in connection with its formal entry into
such negotiations. In the regard, ACCJ welcomes
the announcements on April 12 signaling a
successful completion of U.S.-Japan consultations

MIITENETB4R12HDFEFZACCIIELY %,
ULH\U BHARDTPPEMIZEILE SN2 H DD KEBAFH
LNGHIHZEF A BRI R B> TERSI TN
SU2EAXMEOCHEMNBZEBHESERICEDOWVT
HISh2aNETH D,

BADLNGIESEDEAR(L —KEDKASEHERE / TRILF— RBEEER / 2014F4BETHEY
Diversifying Japan’s Need for LNG - The U.S. Opportunity and Mutual Benefits / Energy and Environment Committee /

Valid Through April 2014

6



ACCJ Viewpoint

on Japan’s entry, and a path to resolutions of
these concerns. However, joining the TPP, while
encouraged, should not be a precondition for the
USG'’s approval of LNG exports, which should
otherwise be based on the anticipated mutual
benefits of the United States and Japan and
consistent with general free trade principles.
encouraged, should not be a precondition for the
USG'’s approval of LNG exports, which should
otherwise be based on the anticipated mutual
benefits of the United States and Japan and
consistent with general free trade principles.
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