2024 ENERGY CFO OUTLOOK:

Competition
for Capital
Heats Up

The energy industry is poised for significant
growth in 2024. The oil and gas industry remains
a critical driver of U.S. economic activity, with
production in the U.S. reaching all-time highs

in 2023. Investment will continue to pour into
the renewables sector, which has been catalyzed
by the Inflation Reduction Act (IRA). As oil and
gas and renewables businesses look to investors
to fund new growth, competition for capital

will intensify.

To stand out, energy companies will need to
meet evolving investor expectations around
environmental, social, and governance issues
(ESG); comply with climate risk, emissions,
and human capital disclosure regulations; and
demonstrate strong financial performance.
We surveyed 100 CFOs in the oil and gas and
renewables sectors to find out how they will
accomplish these goals. Our survey uncovered
CFOs' plans to improve profitability in 2024,
and their strategies and opportunities related
to sustainability — including the key role that
sustainable tax credits will play.

Projections for Borrowing Opportunities to Increase

»
60% 52%

Oil & Gas Renewables

INVESTMENT OUTLOOK & ESG GAPS

Oil and gas and renewables companies are bullish about their financial performance this year, as 72% of CFOs at
both types of organizations expect profitability to increase. Their positive outlook may explain their optimism
around borrowing opportunities.

As part of their strategies to improve profitability and attract investors, 60% of oil and gas
and 25% of renewables organizations are planning a divestiture or carveout in 2024. For
oil and gas, divestitures from carbon-intensive business units can signal to investors

a shift toward sustainability. For renewables, demonstrating a commitment
to profitability will be key to attracting investors in a competitive
capital market.
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A major ESG-related hurdle for both groups, however, will be complying with climate
risk and emissions disclosure rules mandated by the California Legislature, the
European Union, and the Securities and Exchange Commission (SEC). While the

SEC's proposed rules will apply directly to public companies listed on U.S. exchanges,
private organizations in their supply chains would be required to identify, disclose, and
eventually secure attestation of sustainability data. Plus, the sweeping California Senate
Bills 253 and 261 target public and private companies over certain revenue thresholds.
As a starting point, businesses that are unclear as to which issues are most critical to
their organization should consider preparing for new and upcoming changes to the
regulatory environment.
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TAX CREDITS FUEL SUSTAINABLE INVESTMENTS

Tax credits will play a key role in realizing sustainability investments in the oil and gas
and renewables sectors and meeting investor expectations around ESG.

2024 Tax Credit Strategies
Oil & Gas Renewables

Adjust Planned Projects to Capture Credits 56% 52%
Claim Credits to Offset Total Tax Liability 56% 56%
Sell Credits to Raise Capital 38% 40%
Invest in New Renewable Projects 26% 36%
Buy Credits to Offset Total Tax Liability 40% 20%
Still Evaluating 4% 0%

A major focus in CFOs' 2024 tax credit strategies will likely involve applying for the
second round of funding for the qualifying advanced energy project credit program
under Internal Revenue Code Section 48C, which is expected to open in spring 2024.
Organizations planning to apply for round two should consider starting the process now,
so they have enough time to prepare a comprehensive application.

The first round of funding was oversubscribed by nearly ten times, which indicates
that the second round may be just as competitive. New applicants have the benefit of
referencing the Department of Energy's feedback on round one of concept papers,
which they should review before developing their own.

Ready to increase your capital
competitiveness for 2024?

SEE HOW WE CAN HELP p
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