No Carbon Capture Tax Credits for Oil and Gas Drilling
February 24, 2026
Dear Member of Congress:

We are writing to urge you to end the wasteful 45Q carbon capture tax subsidies that
are propping up enhanced oil recovery (EOR), an oil extraction method that is
uneconomic without massive public investment.' The oil company profits from EOR
come at the expense of billions in public resources and community safety. The 45Q tax
credit was never intended to function as a permanent entitlement for oil and gas
production. Yet today it is doing exactly that, with the Environmental Protection Agency
documenting over 90% of all carbon dioxide captured in the United States going to
extract more oil, funded through billions in public subsidies.?

The Department of Energy (DOE) estimates that carbon dioxide used for EOR could
ultimately result in the extraction of 177 billion barrels of otherwise uneconomic oil in the
United States.® DOE analysis of just one enhanced coal bed methane recovery
(ECBMR) project found that it could produce an additional 1.5 trillion cubic feet of gas
from coal seams.*

Oil and gas companies are seizing on carbon capture as a way to ostensibly offset
greenhouse gas emissions on paper, while getting US taxpayers to foot the bill for
extraction of uneconomic oil.*> The industry relies on inadequate tax credit claim
requirements and weak IRS oversight to avoid any meaningful government scrutiny for
this massive corporate tax scheme.® Despite this weak regulatory regime, the Treasury
recently further weakened oversight by creating “safe harbor” provisions that effectively
eliminate transparency and oversight of the 45Q tax credit by expanding the use of
confidential third-party verifiers to validate tax credit eligibility based solely on data
provided to verifiers by the claimant by the tax credit claimant.”
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Concurrent efforts at the U.S Environmental Protection Agency (EPA) to delegate
oversight of carbon dioxide injections to the states will further complicate and weaken
the ability of the IRS and Treasury to verify the integrity of tax credit claims.® This is on
top of concerns that EPA has yet to develop standards to ensure injection sites can
safely and securely store carbon dioxide.®

Industry plans to expand injection of carbon dioxide into offshore reservoirs in the Outer
Continental Shelf would magnify existing verification gaps while tying federal tax policy
even more directly to increasing oil production.'® Offshore carbon dioxide injection will
exacerbate existing problems for verifying tax credit claims. Both the technical
complexity of offshore geology and extremely limited inspection capacity of federal
regulators expose taxpayers to additional losses while oil and gas companies reap
massive and potentially fraudulent profits off tax payer subsidies."

Moreover, the 45Q tax credit program is uncapped, exposing taxpayers to unlimited
losses. The Treasury’s own claims estimate the cost to taxpayers for 45Q at $43.6
billion over the next ten years alone.'? Independent analysis indicates that if all currently
proposed carbon capture projects are constructed,program costs would balloon into the
hundreds of billions of dollars, particularly as companies exploit loose eligibility rules,
safe harbor provisions and inadequate enforcement mechanisms.' This level of public
spending represents a massive transfer of taxpayer dollars to oil and gas companies at
a time when families are already struggling with rising costs. Hardworking taxpayers will
pay for fuel at the pump and through their taxes.

Continuing to subsidize EOR through 45Q is fiscally irresponsible and fundamentally at
odds with the public interest. Not only do these subsidies support uneconomic oil and
gas extraction, but they will also perpetuate dangerous pipelines and injection wells that
exist within a regulatory regime that is demonstrably incapable of ensuring public safety
or fiscal accountability.’*'®
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Congress must act to eliminate the 45Q taxpayer subsidy for carbon dioxide EOR. .
Ending this corporate handout is necessary to protecting taxpayers, safeguarding
communities, and restoring integrity to federal energy and tax policy.

Sincerely,
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