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July 28th 2011 ASFE Chuck McConnell 
Announces CCUS 

• July 28th Senate DOE ASFE Chuck McConnell’s Senate confirmation hearing: Senator Jeff Bingaman 
(D/NM) opened the hearing of the Senate Energy and Natural Resources Committee at 10AM this 
morning (July 28th). The hearing was on the nomination of  Charles McConnell to be the Assistant 
Secretary for Fossil Energy.  The hearing ran for two hours with about 7 Senators in attendance. 
Charles McConnell was well received and complemented by the Chairman who then asked 
supportive questions about Futuregen, CCPI and the Regional Partnerships. Mr. McConnell 
responded positively and was very supportive of these projects/programs. There was considerable 
discussion of CCS, CO2-EOR, and how one might move forward with CCS in the absence of 
legislation/regulation (in the absence of a carbon “signal”).  Mr. McConnell discussed CO2- EOR as 
a possible initial or early direction for increasing domestic oil production while sequestering CO2 in 
an economically viable manner (with DOE/NETL R&D reducing the cost of CO2 capture).  Senators 
Murkowski (R/AK), Wyden (D/OR), Portman (R/OH) and Manchin (D/WV) engaged in some aspects 
of this discussion as well. Senator Manchin also stressed the importance of CCS and the AEP project 
in West Virginia. Senator Portman (R/OH) also expressed concern about new EPA regulations 
causing a large fraction of existing coal plants being shut down creating hardships in Ohio and 
nationally. He asked Mr. McConnell to be the voice of reason and serve as an energy advocate in 
interagency deliberations to find a balanced approach. There was also a discussion about SPRO and 
concern was expressed about using SPRO draw downs as a vehicle for oil price control. All of the 
Senators present expressed strong support for Mr. McConnell’s nomination.  Of special note:  
During this hearing Chuck recast CCS as CCUS or Carbon Capture Utilization and Storage, an 
approach reflecting the growing integration of CO2-EOR into the CCS process .  Here is the link the 
webcast of that hearing: 
http://energy.senate.gov/public/index.cfm?FuseAction=Hearings.Hearing&Hearing_ID=4e72417e-
949b-83a6-8d95-7dabf9f4c012 
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The Supporting DOE/ARI CO2-EOR Study 
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Scope of CO2-EOR Potential 

Source:  http://www.netl.doe.gov/energy-analyses/pubs/storing%20co2%20w%20eor_final.pdf  



Distribution of Economic Value of 
Incremental Oil Production from CO2-EOR 
Source:  http://www.netl.doe.gov/energy-analyses/pubs/storing%20co2%20w%20eor_final.pdf   



CO2 Utilization Benefits 

• Wealth creation by utilizing CO2 for EOR 

• Domestic energy security 

• Jobs directly and indirectly 

• Tax revenues to state and Federal accounts 

• Brownfield rejuvenation 

• Ultimate GHG reductions by commercial 
innovation 



Current Developments/Drivers 
• CCUS Methodology Released January 2012 by C2ES 
• NEORI – February 2012, Phase I work done on incentives for 

CCUS/CO2-EOR-Phase II underway 
• NRAP – Developing subsurface technical “playbook” 
• 45(Q) modifications efforts underway has prompted numerous 

studies on size and scope of EOR opportunity from industrial 
sources 

• MWGA with the Clinton Initiative – developing action plan for CO2 
infrastructure and opportunity in the mid-central states 

• EPA’s GHG Rule Implementation has instigated a closer look at CO2-
EOR-Storage as first storage pathway for CCS implementation 

• DOE’s shift from CCS to CCUS, making CO2-EOR-Storage a preferred 
pathway 

• Crude oil (WTI) pricing now in the $75-$110/bbl range 
• ROZ is creating strong interest in large volume/long term CO2 

sources 
• GS/CO2-EOR-Storage protocols for Registry use underway 
• Formation of the Gulf Coast CO2-EOR Initiative-June 4th, 2012 



New Developments  



Bingaman-Treasury-45(Q) 

• In a recent exchange of letters,  now in the public domain, Sen. Bingaman and the 
US Treasury  discuss the section 45Q CCS tax credit.  The letters focus on the 
eligibility of natural gas separation plants to claim the credit, an issue which turns 
in part on related topics such as whether CO2 that is co-produced with natural gas 
and thereafter separated via an industrial process is anthropogenic or natural, and 
whether such a distinction is relevant under section 45Q.   

• In his letter, Sen. Bingaman takes the position that natural gas separation plants 
should be eligible to receive section 45Q credits.  In its response, Treasury says 
that it appreciates the Senator’s views and will take them under advisement. 

• The issue of which types of facilities may claim the section 45Q credits is germane 
because the number of such credits is capped by law.  Thus, each CCS credit (per 
ton) granted to a natural gas separation plant is one less credit available to other 
CCS-deploying facility types.   

• There is a distinct possibility that Treasury will issue guidance on this topic at some 
point, although the letters are non-committal on this point. 

 
• “As you may be aware, there have been a number of requests for guidance under 

section 45Q, and the Office of Tax Policy and the Internal Revenue Service are 
examining how we can best address these requests.” Acting Assistant Secretary of 
Task Policy Emily McMahon’s June 13-2012 response to Sen. Bingaman’s request 
 



Indiana Department of Environmental Management (IDEM) issued a final 
PSD/Title V permit to Indiana Gasification, LLC in Rockport, IN 

Comments by NACCSA General Counsel Kipp Coddington 

• June 27th, the Indiana Department of Environmental Management (IDEM) issued a 
final PSD/Title V permit to Indiana Gasification, LLC in Rockport, IN.  The proposed 
facility is designed to convert Illinois Basin coal and petcoke into pipeline quality 
SNG and CO2 for use in EOR.  Although final, the permit remains subject to 
administrative appeals, which seem likely.  The permit is available 
here:  http://permits.air.idem.in.gov/30464f.pdf. 

  
• From a CCS perspective, the permit is notable for several reasons. 
 
• First, for PSD BACT, the permit establishes CO2 emission limits in tons of CO2 per 

year, period.  No reference is made to CCS or EOR, despite the fact that the 
developers intend to sell their CO2 for EOR.  See Permit Condition D.4.9 (p. 69).  As 
further explained below, the CO2 emissions limit only addresses CO2 that would be 
vented, and wholly excludes CO2 sold for EOR. 

 
• Second, IDEM, in the response to public comments document, takes the position 

that CO2 from coal gasification is not “captured” to begin with, but instead is 
effectively a commodity that the plant produces and sells.   See page 17 of 
response to public comments.  IDEM states:  “It should be noted that the CO2 
manufactured in the [facility] is a valuable product, and the permittee has 
significant incentives to minimize the emission of CO2 ….”  Id. p. 19. 

 
 

http://permits.air.idem.in.gov/30464f.pdf


Indiana Department of Environmental Management (IDEM) issued a final 
PSD/Title V permit to Indiana Gasification, LLC in Rockport, IN 

Comments by NACCSA General Counsel Kipp Coddington 

• Third and similarly, IDEM took the position that CO2 sold for EOR is wholly exempt 
from Clean Air Act permitting due to the nature in which CO2 is produced in the 
gasification process:  “As a product, … CO2 is not an ‘air pollutant’ as that term is 
defined by the Clean Air Act, and therefore no BACT analysis is required for the 
product CO2.  Conversely, CO2 produced by the AGR that is vented is an ‘air 
pollutant’ as that is defined by the Clean Air Act, and for which a BACT 
determination is required.”  Id. p. 22.  IDEM then provided the following 
interesting analogies (id. p. 22): 

 
• “By way of analogy, the AGR vented CO2 is similar to gasoline fumes that may be 

emitted from a gasoline storage tank at a refinery.  Had the gasoline been 
delivered for sale, it would be a product.  Only because the gasoline was emitted 
into the ambient air did it lose its identity as a product, and become air pollution 
to which the Clean Air Act would apply.  By way of further analogy, once delivered 
as a product to the fence line of the proposed facility, subsequent potential 
emissions of the product CO2 are not the responsibility of the permit applicant any 
more than a carbonated beverage manufacturer is responsible for the ultimate 
release of CO2 when the beverage container is opened.  Or similarly, refineries 
producing gasoline as a product are not responsible for the air emissions from 
automobile refueling or the combustion of the gasoline in automobiles.  The Clean 
Air Act places compliance obligations on the emitter of air pollution, not the 
manufacturer of products that may later through their use result in air pollution.” 



Indiana Department of Environmental Management (IDEM) issued a final 
PSD/Title V permit to Indiana Gasification, LLC in Rockport, IN 

Comments by NACCSA General Counsel Kipp Coddington 

 
• Fourth, IDEM, also in the response to public comments document, 

rejected arguments that the permit had to somehow include downstream 
controls on EOR to ensure sequestration:  “[C]omments that related to the 
control of CO2 downstream of the proposed facility (e.g., control of CO2 
during transportation, storage, use, and re-use in EOR operations) are not 
relevant for this permitting action.”  Id. p. 21. 

 
• Fifth, IDEM rejected suggestions that the facility be required to conduct 

non-EOR sequestration.  NGOs argued, for example, that work done by the 
Midwest Geological Sequestration Consortium, coupled with the ADM 
project and others, suggest that CCS has been “clearly demonstrated” as 
an available sequestration technology.  Id. p. 23.  IDEM, in contrast, took 
the position that CCS was technically infeasible on various grounds.  Id. p. 
25. 

 
• Sixth, IDEM deflected suggestions that UIC Class II was inadequate, with 

one commenter suggesting that only UIC Class VI is appropriate.  Id. pp. 
28-30.  As above, IDEM viewed any discussion of UIC class as irrelevant in 
this scenario 
 



Questions & Thank You! 
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