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Chairman Chavez, Vice Chairman Landis, Ranking Member Smith, and members of the Senate Energy Committee, thank
you again for the opportunity to testify on Substitute House Bill 170.

API Ohio is a state affiliate office of the American Petroleum Institute. The American Petroleum Institute (API) represents
all segments of the oil and natural gas industry across the country, including within Ohio. Established in 1919 as a
standards-setting organization, the APl has developed more than 800 standards to enhance operational and
environmental safety, efficiency, and sustainability. Our nearly 600 member companies produce, process, and distribute
most of the nation's energy, and many of API's members are investors, operators, and developers of carbon capture,
utilization, and sequestration (CCUS) projects and technologies.

When | appeared before you in February, | shared API Ohio's strong support for the underlying policy — establishing
state-specific regulations for carbon storage, an emerging industry that is already investing in Ohio because of our
abundant natural gas resources, robust industrial sector, skilled labor force, and well-suited geological conditions.

This statutory framework is one piece of a larger set of requirements needed for Ohio to assume regulatory authority —
what's known as "primacy” over the Class VI program created under the Safe Drinking Water Act. Establishing primacy
provides hard-to-decarbonize industries that deploy carbon technology consistent policy and certainty to invest here,
including new natural gas power generation.

Rather than walk through the technical detail again today, | want to focus on two things: why bill passage is urgent, and
how the substitute version improves upon the good work of the Ohio House.

State Regulatory Gap

Federal regulations currently govern carbon storage in Ohio, and U.S. EPA's program provides robust protection for
underground sources of drinking water. However, the federal rules are silent on the questions that matter most to
Ohioans: who owns pore space, how pore space owners are compensated, and who is liable if something goes wrong
after closure. U.S. EPA's silence on those questions isn't an oversight, but rather these are matters which are governed
by state law. Absent state law, those questions can only be answered by the courts — a path that is time and resource
intensive for all parties.

Keeping Ohio Competitive

Carbon storage facilities can be billion-dollar investments, and developers are choosing where to site them right now.
Ohio is well-positioned to compete for that capital. That said, the geology that makes carbon storage viable across our
state extends into West Virginia, Pennsylvania, Kentucky, and Indiana, and each of those states has already acted to
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regulate this activity. West Virginia already has primacy. Pennsylvania passed its version of this bill in 2024. Kentucky
and Indiana both passed legislation earlier this year and are moving forward toward primacy.

The economic stakes for Ohio are substantial, and they are not hypothetical. Carbon storage projects already in active
development across Ohio represent more than $2 billion in committed private capital investment. Together, those
projects span at least nine counties across Southern, Eastern, Northwest, and Central Ohio, and they include both permit
applications already pending before U.S. EPA and shovel-ready projects projected to begin construction as early as 2027.

Independent economic impact analysis estimates that the construction phase alone will generate well over $1 billion in
economic activity in Ohio, support more than 3,000 construction jobs, and deliver hundreds of millions of dollars in labor
income to Ohio workers. Once operational, these projects are projected to deliver close to $590 million in ongoing
annual economic impact to the local communities that host them. These are high-skilled, high-paying jobs in regions
around the state that have been waiting a long time for investment of this scale.

Our members want to make these investments in Ohio, but we cannot afford to be the last state to establish a
regulatory framework if we want to attract capital and the manufacturing and power generation projects that rely on
this technology.

Four Years and Counting

The General Assembly directed ODNR to seek primacy in 2022. ODNR has been doing important work behind the scenes,
but four years on, the first legislative step is still in front of us. Every additional month is a month projects can be sited
elsewhere and a month landowner rights in Ohio remain undefined.

With this important context, I'll conclude my remarks by highlighting the most significant improvements the substitute
bill makes over the House-passed version.

Substantive Improvements

In our view, the funding changes in the substitute are the most substantive of its improvements. The substitute
preserves two core objectives we've supported throughout this process — that operators fully fund ODNR's
administration of the program, and that operators fund the long-term stewardship of stored CO, — while adding a third
at the Senate's request: direct investment in host communities, which we fully support. Because this is a wholly new
industry in Ohio and the costs are unknown, the substitute adjusts four fee structures to advance these objectives while
building in flexibility.

The statutory consolidation application fee is now a flat $50,000, replacing an open-ended estimate-and-bill processing
fee. The upfront, set deposit gives ODNR certainty about cost recovery as it begins administering the program, and gives
applicants a predictable number to budget around. Reconciliation if actual costs differ ensures ODNR ultimately recovers
its actual costs.

The carbon dioxide storage facility fund — which supports the long-term stewardship of stored CO, — is preserved with
a simplified formula, adjusting the per-ton fee from 5.25¢ to a clean 5¢ per metric ton, paid quarterly. The fund itself,
and its core purpose, remain intact.

The administrative fee structure is where the substitute departs most clearly from the House-passed approach. Rather
than fixing administrative fees in statute, the substitute establishes a Chapter 119 rulemaking framework — including
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application fees, annual fees, and other fees — to be set by the Chief as actual program costs become clear. This is the
same approach most primacy states have taken, including West Virginia, Texas, Louisiana, Wyoming, and North Dakota.
It protects taxpayers, ensures the program is industry-funded, and gives ODNR flexibility to right-size fees without
having to return to the General Assembly every time cost assumptions change.

The host community fund is, to our knowledge, a first-in-the-nation provision. The substitute creates a new 3¢-per-
metric-ton fee, in addition to the per-ton storage facility fee, that flows directly to the host county or counties — split
equally among counties for multi-county facilities. The funds are available for local priorities — infrastructure, parks and
recreation, education, and public safety — at the discretion of the county. This reflects a change the Ohio Senate
requested: that the communities hosting this infrastructure see direct, tangible local benefit — and it's an investment
that Ohio industry supports.

Beyond funding, the substitute reflects months of work — building on years of effort — with ODNR, the bill sponsors,
members of this committee, and a wide range of affected parties to make sure this program runs effectively, efficiently,
and predictably from initial implementation through primacy and full operation.

Substitute House Bill 170 builds upon a bill that passed the Ohio House 94 to 4, with broad bipartisan support. The
substitute retains every core policy choice that earned that vote and adds much-needed detail on funding the program,
a financial commitment to local communities hosting the infrastructure, and streamlined processes that build on ODNR's
40-plus years of experience regulating injection wells and the tens of thousands of wells already under its oversight.

API Ohio respectfully urges the committee's favorable consideration of Substitute House Bill 170. Thank you for the
opportunity to testify, and I'm happy to answer any questions.
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