SIGN-ON LETTER:
NO SUBSIDIES FOR

ENHANCED OIL PRODUCTION

November 2017

Dear Senator / Representative,

On behalf of our millions of members we write to express our opposition to the Furthering
carbon capture, Utilization, Technology, Underground storage, and Reduced Emissions
(FUTURE) Act (5.1535)/ Carbon Capture Act (H.R.3761) and any attempts in a tax policy
package to extend or expand subsidies for enhanced oil recovery (EOR). Rather than
sequestering CO2, EOR is used to increase production of climate polluting fuels. Proposals to
incentivize CO2 injection for the purpose of increased oil production, including the FUTURE
Act’s/ Carbon Capture Act's expansion and extension of the Section 45Q tax credit for carbon
capture and sequestration (CCS), would add yet another taxpayer subsidy to the more than
$20 billion that the fossil fuel industry already receives every year.

When Section 45Q was enacted as part of the Emergency Economic Stabilization Act of
2008, Congress recognized that oil production should not be the goal of carbon
sequestration, but hoped developing carbon capture for EOR would prove to be a step
towards CCS. However, a 2010 Department of Energy-commissioned analysis suggests that
there is little evidence that increased CO2-EOR deployment is a necessary or beneficial step
towards the commercial deployment of CCS.2

Section 45Q has been in the tax code for nearly eight years and more than half the credits
have been claimed. It has become clear that CO2-EOR will not be a pathway towards CCS.

The FUTURE Act/ Carbon Capture Act proposes more than tripling (to $35 per tCO2) existing
incentives for coal- and gas-fired power plants, and industrial facilities, to sell captured CO2
for enhanced oil recovery. The Department of Energy suggests that for entities capturing CO2,
the market price of CO2 for EOR plus the increased tax credit will be more attractive than the
proposed incentive for direct storage.3 This means that, where possible, facilities capturing
CO2 would almost always prefer to use or sell it for CO2-EOR. In other words, the tax credit
will do little to address the problem it was intended to correct: reducing CO2 emissions and
limiting U.S. contributions to climate change.

Impact on Oil Production and Climate Pollution:

According to the Energy Department, the proposed changes to the 45Q tax credit would
result in an additional 400,000 barrels per day of CO2-enhanced oil produced in the U.S. in
2035, which would directly lead to as much as 50.7 million metric tons of net CO2 emissions
annually. That’s equal to the annual emissions from more than 11 million cars or 12.5 coal-fired
power plants.

Impact on Taxpayers:



If 45Q is expanded as proposed, just the CO2-EOR subsidy benefiting oil producers alone
could cost taxpayers as much $2.8 billion each year. That would make it the single biggest
subsidy to the fossil fuel industry in the United States - and does not count taxpayer dollars
spent incentivizing coal and gas power plants and industrial facilities to use CCS technology.
This money could instead be spent on research, development, and deployment of renewable
energy and energy efficiency technologies, and programs to help workers and communities
transition to a clean energy economy.

Impacts on Local Communities and Environment:

The injection of CO2 into aging oil fields to increase production has helped extend the life of
some fields by more than 25 years.4 Expanding the tax credit for CO2-enhanced oil recovery
(EOR) is an environmental justice issue because people of color disproportionately live by oil
and gas development, where pollutants released into the soil, air and water can have severe
negative health impacts.5 In California, for example, of the population living within one mile of
oil and gas development and in communities identified as most vulnerable by the California
Environmental Protection Agency, nearly 92 percent are people of color.6

In addition, EOR technologies (including CO2-EOR) present real threats to drinking water, yet
oversight of these practices has lagged. Both federal and state regulations, part of the Safe
Drinking Water Act (SDWA) Underground Injection Control (UIC) Class Il program, are
decades old and fall short of providing sufficient safeguards for groundwater. State and
federal regulators tasked with implementing these outdated rules lack the proper funding and
staffing levels for adequate oversight, and significant data and monitoring gaps impede their
ability to detect problems. And the EPA does not collect comprehensive and comparable data
on EOR on a national level.

The FUTURE Act/ Carbon Capture Act would encourage an increase in EOR activity, despite
the inadequate protections of the current regulatory scheme. Subsidizing fossil fuel
production that puts the health and drinking water of local communities at risk may not be
the intent of the FUTURE Act/ Carbon Capture Act, but that would be the outcome.

In terms of the costs to American taxpayers, the climate, and communities living on the
fenceline of fossil fuel infrastructure - this legislation is far too expensive.

Further subsidizing the oil industry is a step in the wrong direction. We urge you to oppose
the FUTURE Act/ Carbon Capture Act and any attempts in a tax policy package to extend or
expand the Section 45Q tax credit for enhanced oil recovery.
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