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Electricity generation from natural gas and renewables increases, and
the shares of nuclear and coal generation decrease—

E[;etf:tricity generation from selected fuels Renewable electricity generation, including
( g erence case) end-use (Reference case)
billion kilowatthours billion kilowatthours
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—as lower natural gas prices and declining costs of renewable
capacity make these fuels increasingly competitive
» The continuing decline in natural gas prices and increasing penetration of renewable electricity

generation have resulted in lower wholesale electricity prices, changes in utilization rates, and operating
losses for a large number of baseload coal and nuclear generators.

» Generation from both coal and nuciear is expected to decline in all cases. In the Reference case, from a
28% share in 2018, coal generation drops to 17% of total generation by 2050. Nuclear generation
declines from a 19% share of total generation in 2018 to 12% by 2050. The share of natural gas
generation rises from 34% in 2018 to 39% in 2050, and the share of renewable generation increases

from 18% to 31%.

* Assumptions of declining costs and improving performance make wind and solar increasingly competitive
compared with other renewable resources in the Reference case. Most of the wind generation increase
occurs in the near term, when new projects enter service ahead of the expiration of key federal

production tax credits.

+ Solar Investment Tax Credits (ITC) phase down after 2024, but solar generation growth continues
because the costs for solar continue to fall faster than for other sources.

U.S. Energy Information Administration #AEO2019  www.eia.gov/aeo )
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~ Alex Doukas

This country study is a background paper for the report Empty promises: G20 subsidies
to oil, gas and coal production by Oil Change International (OCI) and the Overseas
Development Institute (ODI). It builds on research completed for an earlier report

The fossil fuel bailout: G20 subsidies to oil, gas and coal exploration, published in 2014,

For the purposes of this country study, production subsidies for fossil fuels include: national subsidies,
investment by state-owned enterprises, and public finance. A brief outline of the methodology

can be found in this country summary. The full report.provides a more detailed discussion of the
methodology used for the country studies and sets out the technical and transparency issues linked to
the identification of G20 subsidies to oil, gas and coal production.

The authors welcome feedback on both this country study and the full report to improve the accuracy
and transparency of information on G20 government support to fossil fuel production.

ﬁ‘s*}ai:s Sheel with data sources and forther infornalion for the United States’ praduction
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Background

Over the past several years, fossil fuel production

has sharply increased in the United States. While coal
production has declined slightly, oil and gas exploration
and production continue to expand rapidly, with natural
gas production increasing by 22% and oil production
increasing by 59% between 2010 and 2014 (EIA, 2015b).
Production and exploration growth in the US have been
driven by horizontal drilling and hydraulic fracturing
(fracking) technology, which enabled the development of
previously unreachable reserves of oil and gas from shale
and tight formations. Producer subsidies have also reduced
risk and boosted returns in the US, helping to drive the
supply growth that has made the US the world’s largest
producer of both oil and natural gas, ahead of Saudi
Arabia and Russia (EIA, 2015b, 2015c¢). In 2014, the US
produced more oil than Iran, China and Canada combined.

US President Barack Obama has repeatedly pledged
to tackle climate change and eliminate US domestic and
overseas subsidies for fossil fuels, but he has met resistance
in the US Congress, and the administration’s domestic
energy strategy remains focused on an ‘all-of-the-above’
approach, which supports the expansion of fossil fuel
production (The White House, 2015).

While upstream oil, gas and coal production continues
apace, downstream production of electricity from fossil
fuels is undergoing a major shift in the US, with natural
gas (and to a lesser degree, renewable energy) crowding
out coal, and with dozens of coal-fired power plants
being shuttered due to local and national advocacy efforts
(Grunwald, 20135). US electricity sector emissions in 2015
are expected to be more than 15% below 2005 levels,
and in 20135 alone, analysts expect coal plant retirements
amounting to roughly 7% of current US electricity
generation (BNEF, 2015).

Recent action by the US Environmental Protection
Agency in the form of the ‘Clean Power Plan’ rules will
have further implications for the electricity sector, with the
aim of reducing CO, emissions from electricity production
to 32% below 2005 levels by 2030.

Despite this trend of decline in coal-fired power
production, government support for coal mining and
coal-fired power continues, as does support for oil and gas
production. These support measures are described in detail
below.

National subsidies

Annually, US federal and state governments give away
$20.5 billion in subsidies for oil, coal and gas production
(Table 1 lists the top five subsidics by amount, as well as
total US subsidies disaggregated by industry). The analysis
identified an annual average of $17.2 billion in subsidies
for fossil fuel producers at the federal level, and $3.3
billion at the state level. Only a handful of the largest fossil
fuel-producing states were assessed as part of this analysis.

2 G20 subsidies to oit, gas and coal production

The federal subsidies to fossil fuel producers represent
an increasc of 35% over levels when President Obama
took office in 2009, in spite of calls to remove several
major subsidies in every budget that the Obama
administration has sent to Congress. This uptick in
subsidies reflects the substantial increase in oil and gas
producing activities in the US during that time.

The vast majority of US national and state subsidies, by
both volume and number of subsidies, come in the form of
tax breaks and royalty relief, rather than direct spending.
Tax and royalty exemptions for oil and gas producers
are among the largest federal subsidies for fossil fuel
production in the United States.

Among the largest of the quantifiable subsidies to US
oil and gas producers are corporate tax exemptions for
master limited partnerships (MLPs), which stood at $3.9
billion when estimated in 2012 (Koplow, 2013). MLPs
are corporate structures that are able to avoid corporate-
level income taxes entirely, and which can distribute
cash to owners on a tax-deferred basis. Oil and gas
producers dominate MLPs, with 77% of MLPs by market
capitalisation associated with fossil fuels. Fossil fuel MLPs
have grown from a market capitalisation of $325 billion
in 2013 to $532 billion as of May 2015 (Koplow, 2015),
although recent declines in oil and gas prices may dampen -
the tax benefits (and thus associated subsidy) of MLPs for
the time being.

Another large tax break for oil and gas producers is
the deduction for intangible drilling costs, which our
analysis found to be worth $2.6 billion annually. This
provides a 100% tax deduction for costs not directly part
of the final operating oil or gas well (such as labour costs,
survey work and ground clearing), including exploration
and development costs (Committee for a Responsible
Federal Budget, 2013a). Similarly, the percentage depletion
allowance is assessed as the excess of percentage over
cost depletion for oil and gas producers. This measure,
estimated annually to cost $1 billion for oil and gas, and
a further $200 million for coal, allows independent fossil
fuel producers to deduct 14% to 15% of large investment
costs, including for exploration, from income taxes. One
more accounting practice, the ‘last-in, first-out” accounting
practices employed by oil and gas companies, is also
estimated to cost taxpayers more than $1 billion annually.
This accounting method allows a company to report the
value of every good sold as that of the most recent one
added to its inventory (Committee for a Responsible Federal
Budget, 2013b). This effectively allows companies with
physical inventories to overstate the cost of production,
lowering their reported (rather than actual) income.

Lost royalties on offshore drilling represent another
large subsidy to oil and gas producers. The 1995 Deep
Water Royalty Relief Act provided royalty relief for leases
sold between 1996 and 2000, in water 200 metres or
deeper (Taxpayers for Common Sense, 2009).



This royalty relief is estimated to represent a loss to
taxpayers of $2.1 billion in 2014. In addition, a number of
leases issued during the period of the Act did not include
price thresholds that would trigger royalties as intended,
reportedly due to a clerical error, which could cost
taxpayers billions in additional foregone revenues (ibid).

One of the factors that sets the US apart from other G20
countries is the sheer variety of tax loopholes for fossil
fuel producers. The deduction for oil spill remediation
costs allows companies to deduct the cost of cleaning
up and addressing the effects of oil spills as a standard
business expense. A recent and notable example occurred
in 2010 when BP (formerly British Petroleum) claimed a
$9.9 billion tax deduction due to $32.2 billion in reported
clean-up costs for the Deepwater Horizon exploration
drilling rig blowout and the oil spill in the Gulf of Mexico.
The value of this subsidy is projected to be $679 million
in 2014, although it is difficult to calculate exact amounts
because the value of this tax deduction is considered
confidential in most cases, and because the level of subsidy
is highly dependent on the number and extent of spills that
incur remediation costs, which can vary greatly from year
to year.

In 2015, BP settled remaining federal and state claims
related to the spill for $20.8 billion. Despite public concern
over BP’s previous deduction of clean-up costs loopholes
that allow for settlements to be deducted as business
expenses persist (Morgenson, 2013). The bulk of the $20.8
billion settlement may be tax-deductible, with only a $5.5
billion fine that makes up part of the settlement being
clearly delineated as a cost that cannot be classified as a
business expense. Despite the painful lesson from BP’s first

conversion of the massive clean-up costs into expenses, it
appears this same loophole may remain applicable to BP’s
new settlement.

Also on the offshore oil and gas front, a number of
newer subsidies are benefiting exploration for extreme
forms of fossil fuels — those that are difficult to reach
and expensive to produce, despite the fact that the vast
majority of already-proven fossil fuel reserves can never be
burned if there is a chance of avoiding the worst impacts
of climare change (see full report, Empty promises: G20
subsidies to oil, gas and coal production). For example,
in the case of Arctic oil exploration carried out by Shell,
the US Coast Guard’s top officer recently indicated that
substantial Coast Guard resources, including a vessel that
was being used to prevent cocaine smuggling (Gardner,
2015), had been diverted to monitor Shell’s drilling
activitics, although this particular subsidy is not quantificd
here, as it is not within the scope of this analysis.

While the bulk of US subsidies to fossil fuel producers
benefit the oil and gas sector, coal producers also benefit
from significant subsidies: the Powder River Basin is not
designated as a coal-producing region, despite supplying
approximately 40% of US coal and being the largest coal
reserve in the US. This lack of official designation allows
coal companies to lease federal lands at costs lower than
would otherwise be the case, amounting to a subsidy of
more than $1 billion per year when last calculated in
2012 (Sanzillo, 2012). In addition to underpricing federal
leases, as is the case with the application of oil and gas
royalties described above, the federal process for assessing
royalties on coal also contain loopholes that amount to
a significant subsidy. Instead of assessing royalties on the

Table 1: US national subsidies to fossil fuel production, 2013-2014 ($ million except where stated otherwise)

Subsidy Stbsidy type Targeted ensrgy Stage 2013 estimate . 2014 estimate. Estumated annual
i ‘ source : : : : . ‘average amount

Corporate tax exemption for master  Tax expenditure Qil and gas Production 3,931 3,931 3,931

limited partnerships

Intangible drilling oil and gas Tax expenditure QOif and gas Production 3,490 1,663 2,577

deduction

Lost royalties on offshore drilling Tax expenditure Qil and gas Extraction 576 2,120 1,348

(Outer Continental Shelf Deep

Water Royalty Relief Act)

Excess of percentage over cost Tax expenditure QOil and gas Extraction 1,100 1,000 1,050

depletion

Powder River Basin not designated  Tax expenditure Coal Extraction 1,047 1,047 1,047

as a coal-producing region

Other national and state subsidies 10,561 10,944 10,538

(see Data Sheet)

Total national subsidies ($ m) ( 20,491

Sources and additional data are available in the Data Sheets that accompany each Country Study.
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ultimate sale price of coal produced on federal lands, the
government assesses royalties on the price of the initial
sale (Lee-Ashley and Thakar, 2015). This occurs even when
a parent company sells coal to one of its own affiliate
companies, and the affiliate then re-sells the coal to foreign
buyers at a higher price. The impact of this particular
subsidy is not included in the total US subsidies due to a
lack of available recent estimates, but a 2012 investigation
by Reuters estimated that this loophole cost $40 million in
tax revenue on coal exports from Wyoming and Montana
in 2011 (Rucker, 2012). The US Department of Interior’s
Bureau of Land Management launched a high-level review,
in part to reassess this loophole, in July 2015.

Recent research has found that production subsidies in
the Powder River Basin equal nearly $8 per tonne, a total
of $2.9 billion per year, and that removal of these subsidies
would result in an 8% to 29% reduction in demand for
coal from the basin, with associated cumulative reductions
of 0.7 t0 2.5 GtCO, to 2035, demonstrating the significant
potential climate impact of removing these production
subsidies (CTI et al., 2015).

Some of the largest US subsidies for fossil fuel producers
are actually state-level tax breaks. An example is the Texas
severance tax exemption for natural gas, a subsidy worth
$811 million annually. Among major oil, gas and coal-
producing states, Texas and Alaska each provide subsidies
to producers totalling more than $1 billion annually.

There are also a number of subsidies that are not
quantified here, either because numbers are not available
or possible to readily estimate, and also because certain
types of support may not meet the definition of subsidy.
Some other recent state-level developments on subsidies are
also out of the scope of being quantified for the purposes
of this assessment, but they present illustrations of how US
subsidies for fossil fuel producers are playing out during a
rapid decline in global oil prices. For example, in Alaska,
an oil and gas production tax is expected to cost taxpayers
more than it brings in for fiscal years 2015 and 2016
{Box 10 in the full report, Empty promises: G20 subsidies
to oil, gas and coal production). Despite being designed
as a tax to generate revenue for the state, because of the
types of tax breaks and credits available to producers, this
particular tax is expected to result in a net cost to Alaskans
of $442 million. These subsidies are not quantified in the
total amount for national subsidies because they are for
2015 and 2016, and this analysis considers the period from
2013 to 2014,

In another example, for the past several years,
Pennsylvania has been one of the major gas-producing
states in the country, yet has lacked any severance tax on
natural gas, representing a huge windfall to producers.
However, because this is a standing zero tax rate and
not an exemption or deduction, it is not counted as a
subsidy here. But it is important to recognise that the list

4 G20 subsidies to oil, gas and coal production

of producer subsidies presented here is not an exhaustive
accounting of those subsidies and similar types of
government support that benefit producers and represent a
loss to treasuries.

State-owned enterprise investment

The US does not have state-owned enterprises (SOEs)
engaged in upstream oil, gas and coal production.
However, the federal government does own several utilities
that produce and sell coal-fired electricity, including the
Tennessee Valley Authority and the Western Area Power
Administration (which sells power from one coal-fired
power plant owned and operated by a collection of federal,
state and municipal agencies).

Of these, the largest generator of electricity from fossil
fuels is the Tennessee Valley Authority, which operates
11 gigawatts (GW) of coal-fired generating capacity and
approximately 9 GW of gas-fired generating capacity
(Tennessee Valley Authority, n.d.). It is also worth noting
that the Western Area Power Administration’s Navajo
Generating Station is the third-largest point source of
carbon dioxide emissions in the US (EPA, 2015a). Data
on investment in fossil fuel production by these federally-
owned utilities was not readily available, and is not
included in this analysis.

There are also several municipally owned utilities in the
US that produce and sell electricity generated in part by
coal or natural gas. Although a full analysis of investment
by these multiple, relatively small utilities is not within the
remit of this study, the largest of these is City Water, Light
and Power in Illinois, which operates fossil fuel electricity
generating assets with a combined nameplate capacity
of 723 MW (City Water, Light and Power, 2015), which
produced 2.9 TWh of electricity in their fiscal year ending
2014 (Burns, 2014).

Public finance

Domestic

There was no significant public financing for fossil fuels
domestically found from independent US government
agencies. The US Department of Agriculture operates
the Rural Utilities Service, which provides loans and
loan-guarantees at interest rates below those available
to investor-owned utilities. The total value of all of these
preferential loans and guarantees, as well as federal
support to federally owned utilities, was estimated

at $30 million for 2013 (EIA, 2015a). There are also
some government-backed loan opportunities for small
businesses, including those in the energy sector, as well as
financing opportunities for R&D.



Intornationgl

US public finance for overseas fossil fuel projects totalled
$7.5 billion in 2013 and 2014 — an annual average of $3.7
billion. It was dominated by financing from the US Export-
Import Bank (ExIm), with additional significant amounts
from the US portion of ownership in the major multilateral
development banks. Bilaterally, the US provides billions

of dollars in loans and guarantees each year for overseas
oil, gas and coal projects through ExIm and, to a much
smaller extent, through the Overseas Private Investment
Corporation (OPIC) {Table 2).

Notably, OPIC has instituted measures to limit
greenhouse gas emissions from projects that it funds,
resulting in a far smaller amount of fossil fuels financed
from 2013 to 2014 ($126 million) compared with
ExIm, which financed $5.8 billion to fossil fuel projects
from 2013 to 2014, Further, the US commitment to
stop funding coal power plants overseas except in
extreme circumstances has meant lower coal financing
in recent years from both ExIm and OPIC. The Obama
administration has also sought to apply emissions
restrictions to ExIm, an effort that has suffered setbacks
as a result of Congressional actions that have deferred or
defunded the implementation of ExIm’s restrictions on
investment in high-emitting infrastructure. At the time of
writing, ExIm’s Congressional authorisation has lapsed,
which means that it is not committing funding to any new
investments for the time being.

Other US government agencies, including the
Millennium Challenge Corporation, the US Agency for
International Development, and the US Trade Development
Agency provide public financing for energy projects, but

there is not enough publicly available information to
determine the amount of financing from these institutions
going to fossil fuels, and therefore these agencies were
not included in the tallies. The Millennium Challenge
Corporation, in particular, ‘expects to invest approximately
$2 billion to support Power Africa through compacts
that improve the quality and reliability of electricity
and promote climate-smart measures’, and, given Power
Africa’s emerging focus, a portion of that financing is
likely to go to natural gas infrastructure and power plants
(MCC, 2015).

The US also contributed an annual average of $743
million to fossil fuel projects in 2013 and 2014 through
its shares in the World Bank Group, African Development
Bank, Asian Development Bank, Inter-American
Development Bank and European Bank for Reconstruction
and Development.

Private companies

Private upstream oif and gas companies

US oil and gas production has boomed in recent years,
with oil production at nearly 2 billion barrels in 2009
climbing to nearly 3.2 billion barrels by 2014. Natural gas
production has risen from 26 trillion cubic feet to nearly
32 trillion cubic feet over the same period (EIA, 2015b,
2015¢).

No single player dominates the upstream US oil and
gas industry: between 2013 and 2014, 37 oil and gas
companies produced an average of at least 150 million

Table 2: US public finance for fossil fuel production, 2013-2014 ($ million except where stated otherwise) A

Domestic

N/A

Subtotal domestic

International
Export-import Bank of the United States 79 5,097 682 5,858 2,929
Overseas Private investment Corporation - - 68 58 126 63
Multitateral development banks 2 220 400 863 1,485 743
Subtotal international 81 220 5,565 1,603 7,469 3,735
Totals

3735

Total public finance ($ m)

Sources and additional data are available in the Data Sheets that accompany each Country Study.
Note: N/A indicates data was not publicly available at the time of publication.
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barrels of oil equivalent (mboe) annually (Table 3).
ExxonMobil, ConocoPhillips, Chesapeake, Anandarko and
Chevron, all headquartered in the US, were the top five
producers by volume of combined oil and gas production.
Oil production is more concentrated than gas production,
with ConocoPhillips accounting for nearly 6.5% of
production and Chevron and ExxonMobil each accounting
for nearly 6% of US oil production in 2014.

It is notable that a number of the world’s vertically
integrated ‘supermajor’ oil and gas companies that are
headquartered in the US are also major players in the US
market, across upstream, midstream and downstream oil
and gas activities. These companies include ExxonMobil,
ConocoPhillips and Chevron.

One of the biggest US subsidies benefiting the upstream
oil and gas industry is the intangible drilling oil and gas
deduction, described in the section on national subsidies,
worth an average of $2.6 billion annually between 2013
and 2014.

Private midstream/downstream oil and

gas companiss

As of 1 January 2015, approximately 46 % of US oil
refining capacity was concentrated among five companies,
derailed in Table 4 (EIA, 2015d).

The US downstream oil and gas sector receives
substantial subsidies. One of the largest of these is the
benefit conferred by ‘last-in, first-out’ (LIFO) accounting,
described in the section on national subsidies. This subsidy
averaged nearly $1.1 billion berween 2013 and 2014.

For the midstream oil and natural gas sector, pipelines
also benefit substantially from subsidies in the form of

industry-specific favourable tax treatment. Tax exemptions
through the MLP structure also benefit many oil and

gas pipelines, which benefit from the ability to recover
‘phantom’ taxes through regulated rates charged to
customers (Koplow, 2013). The total of MLP-related
subsidy was estimated at $3.9 billion annually between
2013 and 2014, with a portion of that flowing to
midstream oil and gas.

Private coal companies

More than 90% of coal production in the US is bituminous
and sub-bituminous coal (split roughly evenly between the
two), with lignite and anthracite accounting for 7.8% and
0.2% of US coal production in 2013 respectively (EIA,
2015e).

In 2013, for the first time in two decades, total US coal
production was below 905 million tonnes. The share of US
coal that is exported has remained roughly steady over the
past several years, at between 11% and 12% of production
(ibid.).

The top four US coal producers are also headquartered
in the US (Table 5). The market capitalisation of these
companies has declined precipitously in recent years as
the prospects for coal in the US diminish: the market
capitalisation of these four companies stood at just $1.2
billion in mid-2015, compared to $22 billion in 2010 (The
Economist, 2015).

Major subsidies to the upstream coal industry include
the failure to designate the Powder River Basin as a
coal-producing region, costing an average of $1.1 billion
per year, as well as direct spending in the form of treasury

Table 3: Top private upstream oil and gas producers in the US, 2013-2014

‘Company Fter country - i production (millon
AT . L  baneisincountn)
ExxonMobil United States‘ . 181 186 13,620
CanocoPhillips United States 194 205 20 20 10,034 2,188 1,347
Chesapeake United States 72 75 38 35 7,935 339 81
Anadarko United States 102 133 29 31 9,145 432 -340
Chevron United States 184 188 15 15 11,900 1,161 1,895
BP United Kingdom 139 152 19 19 8,624 2,170 2,677
Devon Energy United States 98 123 23 22 7,682 1,061 101
EOG Resources United States 134 173 14 14 8,766 27 255
BHP-Billiton Australia 69 109 17 18 7,915 1,872 1,063
Southwestern Energy United States 3 12 25 28 3,427 796 -296

Source: Rystad Energy, 2015.
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contributions to the Black Lung Disability Trust Fund,
which averaged $304 million per year.

Private electricity companies (fossil fuel-based)
From the perspective of electricity generation, the US
power sector is made up of a mix of publicly owned
utilities, investor-owned utilities, non-utility generators,
electric cooperatives, and a few federal power agencies.

In terms of total generation, investor-owned utilities and
non-utility generators (also called independent power
producers) are the dominant players. As of 2013, investor-
owned utilities and non-utility generators made up a
combined 79% of generation in the US, producing roughly
equal amounts of electricity (American Public Power
Association, 2015). The US generated 4 TWh of electricity
in 2014, of which 39% was from coal, 27% from natural
gas, 19% from nuclear, 6% from hydropower and 7%

from other renewables including wind and solar (EIA,
20151).

The electricity sector was responsible for 31% of US
greenhouse gas emissions in 2013 (EPA, 2015b), more
emissions than any other sector of the economy. The US
Environmental Protection Agency has released a final
‘Clean Power Plan’ rule that aims to cut greenhouse gas
emissions from existing power plants.

Producers of electricity from fossil fuels benefit from
several US subsidies, including a favourable amortisation
period for pollution control technologies on coal-fired
power plants, estimated to be worth $400 million
annually. Likewise, a credit for investment in ‘clean coal’
facilities also cost an average of $190 million annually
over the 2013-2014 period, alongside a carbon dioxide
sequestration credit worth an average of $80 million
annually.

Table 4: Private companies operating in the US downstream oil and gas sectors

Valero

 Refinerylocations ©

Texas, Tennessee, Louisiana, California, Oklahoma

ExxonMobit Texas, Louisiana, lllinois, California, Montana 1.86
Marathon Petroleum Louisiana, Texas, Kentucky, lllinais, Michigan, Ohio 1.73
Philtips 66 Louisiana, Texas, New Jersey, Okiahoma, California, Washington, Montana 1.61
Motiva Texas, Louisiana 1.08
Source: EIA (2015d).
Table 5: Top 5 private coal producers by production and profit in the US, 2013-2014
Company’ . Headquaer " Coal production (n - tolal. Prof (rom country . Countriesinwhichthe
: : country “country) ~ thousand - US cf ', operations, it possible) - cor ates producing:
Peabody Energy United States 166,264 $814 million (2014 United States, Australia
adjusted EBITDA)
Arch Coal United States 118,147 13.2  $280 million (2014 United States
adjusted EBITDA)
Cloud Peak Energy United States 77,740 8.7  $202 million {2014 United States
adjusted EBITDA)
Alpha Natural United States 77,053 8.6 $498 million (2014 United States
Resources adjusted EBITDA)
Rio Tinto Group United Kingdom 56,154 6.3 US coal production

not disaggregated in
earnings reports

Source: EIA (2015e).

Notes:* EBIDTA refers to earnings before interest, taxes, depreciation, and amortisation.

United States 7



Methodology

Hor detailad methodoioyy see Ghapter 3 of maln raport)

This report compiles publicly available information on G20 subsidies to oil, gas and coal production across G20
countries in 2013 and 2014. It provides a baseline to track progress on the phase-out of such subsidies as part of a
wider global energy transition. It uses the following terms and their definitions.

Production subsidies

Government support for fossil fuel production. For the purpose of this country study, production subsidies include
national subsidies, investment by state-owned enterprises (SOEs) (domestic and international) and public finance
(domestic and international) specifically for fossil fuel production.

Fossii fuel production

Production in the oil, gas and coal sectors. This includes access, exploration and appraisal, development,
extraction, preparation, transport, plant construction and operation, distribution and decommissioning. Although
subsidies for the consumption of fossil fuels can support their production, this report excludes such subsidies as
well as subsidies for the consumption of fossil fuel-based electricity.

National subsidies

Direct spending, tax and duty exemptions and other mechanisms (such as forms of capacity markets) provided
by national and sub-national governments to support fossil fuel production. Normally, the value assigned for a
national subsidy is the number provided by the government’s own sources, by the OECD, or by an independent
research institution.

State-owned enterprise {SOE) investment
A SOE is a legal entity created by a government to undertake commercial activities on its behalf. SOEs can be
wholly or partially owned by governments.

It is difficult to identify the specific component of SOE investment that constitutes a subsidy, given the limited
publicly available information on government transfers to SOEs {and vice-versa), and on the distribution of
investment within their vertically integrated structures. Therefore, this report provides data on total investment
by SOEs in fossil fuel production (where this information is available from the company), which are presented
separately from national subsidies.

For the purpose of this report, 100% of the support provided to fossil fuel production through domestic and
international investment by an SOE is considered when a government holds >50% of the shares.

Public finance
Public finance includes the provision of grants, equity, loans, guarantees and insurance by majority government-
owned financial institutions for domestic and international fossil fuel production. Public finance is provided
through institutions such as national and multilateral development banks, export credit agencies and domestic
banks that are majority state-owned,

The transparency of investment data for public finance institutions varies. Assessing the portlon of total
financing that constitutes a subsidy requires detailed information on the financing terms, the portion of
finance that is based directly on public resources (rather than raised on capital markets) or that depends on
the institutions’ government-linked credit rating. Few of the institutions assessed allow public access to this
information. Therefore, we report the total value of public finance from majority government-owned financial
institutions for fossil fuel production separately from ‘national subsidy’ estimates.

For the purpose of this report, 100% of the support provided to fossil fuel production through domestic
and international financing is considered when a government holds >50% of the shares in the bank or financial

institution.

8 G20 subsidies to oil, gas and coal production
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Overview and Key Findings

Overview

This report—an update based on Fiscal Year (FY) 2016 data and earlier EIA reports on direct federal
financial interventions and subsidies in energy markets—continues a series of U.S. Energy Information
Administration (EIA) reports® that began in response to congressional requests. More recently, the
Secretary of Energy requested updated information as part of the U.S. Department of Energy’s (DOE)
Grid Resiliency Study.?

The scope of this EIA report is limited to direct federal financial interventions and subsidies, i.e.,
subsidies provided by the federal government, subsidies that provide a financial benefit with an
identifiable federal budget impact, and subsidies that are specifically targeted at energy technologies
and markets. State and local programs—although significant in a number of cases—have been excluded
from EIA’s reporting. As a result, this report does not encompass all subsidies that affect energy markets
and should therefore be viewed in context and in conjunction with related information from other
sources (see discussion of Other energy subsidy studies in the Analytic Approach section).

Consistent with EIA’s independent role and mission, this report focuses on providing information to
inform discussion rather than drawing conclusions or discussing policy issues related to energy
subsidies. By using a comprehensive data acquisition and analysis process, EIA estimates how federal
financial actions are distributed among a defined set of categories comprising the U.S. energy system.?
EIA has made only limited observations of the scale, trends, and relationships within the data and the
report tables.

Table 1 summarizes total within-scope energy subsidies and selected U.S. energy system indicators.

Subsidy types
Federal financial interventions and subsidies included in this report fall into four categories:

* Tax expenditure: the amount of tax benefits or preferences received by taxpayers and forgone
by the federal government

* Direct expenditures to recipients (i.e., both producers and consumers): the amount of grants,
loans, or other financial assistance awards made directly to recipients

* Research and development (R&D) support: the amount of grants, loans, or other financial

assistance awards made for R&D

! The first EIA study was undertaken at the request of Congress in Fiscal Year (FY) 1992, pursuant to language appearing in the
House Appropriations Committee’s Report on the U.S. Energy Information Administration FY 1992 appropriations.

2U.S. Department of Energy, Staff Report to the Secretary on Electricity Markets and Reliability, Washington, DC, August 2017.
3 EIA has requested further detailed data from the Internal Revenue Service as it pertains to the distribution of energy-related
tax benefits.
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* DOE loan guarantees: financial support authorized to be provided by DOE for innovative clean
energy technologies that are typically unable to obtain conventional private financing because

of their high technology risks.*

Table 1. Total energy subsidies and support and selected energy indicators, FY 2010, FY 2013, and FY
2016

trillion British thermal units or as specified
Indicators FY 2010 FY 2013 2016

Total Energy Subsidies and Support (million 2016 dollars) ) ‘ 37,992 29,335 14,983
U.S. Energy Consumption 96,850 98,655 96,788
U.S. Energy Production 73,695 81,151 84,833
U.Ss. Na_tural Gas (dry and qugids) » 24,105 28,229 N 32,_6$2 ‘
U.S. Crude Qil 11,512 15,370 18,797
U.S. Coal 21,657 20,223 14,807
__US.Nuclear ) o 8318 809 8352
U.S. Biomass 4,358 4,680 4,963
U.S. Hydroelectric 2,588 2,582 2,482
U.S. Wind 863 1,557 2,038
U.S. Solar ‘ ‘ 88 . 205 533
U.S. Geothermal 207 215 209

Note: Totals may not equal the sum of components due to independent rounding.

Sources: Consumption: EIA, Monthly Energy Review, February 2018, Table 1.3. Production: EIA, Monthly Energy Review,
February 2018, Tabie 1.2. Tax expenditure estimates: Office of Management and Budget, Analytical Perspectives, Budget of
the U.S. Government, FY 2012, 2015, and 2018. Joint Committee on Taxation, Estimates of Federal Tax Expenditures for Fiscal
Years 2010-2014, 1CS-3-10 (Washington, DC, December 2010), Table 1, Joint Committee on Taxation, Estimates of Federal
Tax Expenditures for Fiscal Years 2012-2017, JCS-1-13 (Washington, DC, February 2013), Table 1, and Joint Committee on
Taxation, Estimates of Federal Tax Expenditures for Fiscal Years 2016-2020, ICX-3-17 {Washington, DC, January 2017), Table
1. Federal direct expenditure and R&D expenditure subsidies: DOE: U.S. Department of Energy, Office of the Chief Financial
Officer, Base Financial Data, FY 2010, FY 2013, and FY 2016; FY 2010 and FY 2013: U.S. General Services Administration,
USASpending.gov - Government spending at your fingertips, https://www.usaspending.gov/, accessed October 22, 2014; FY
2016: U.S. Department of the Treasury, USASpending.gov, https://www.usaspending.gov/, accessed November 16, 2017.
Loan guarantee programs credit subsidy: Computed from data from U.S. Department of Energy, Loan Program Office,
https://www.energy.gov/Ipo/portfolio/portfolio-projects, accessed January 20, 2015 and EIA, Direct Federal Financial
Interventions and Subsidies in Energy in Fiscal Year 2010, July 2011, Table 29,

4 Section 1703 of Title XVII of the Energy Policy Act of 2005 authorizes the U.S. Department of Energy to support innovative
clean energy technologies that are typically unable to obtain conventional private financing due to high technology risks. In
addition, the technologies must avoid, reduce, or sequester air poliutants or anthropogenic emissions of greenhouse gases. The
Advanced Technology Vehicles Manufacturing (ATVM) Loan Program was established in Section 136 of the Energy
Independence and Security Act of 2007 to support the production of fuel-efficient, advanced technology vehicles and qualifying
components in the United States. American Recovery and Reinvestment Act of 2009 amended Loan Guarantee Program’s

authorizing legislation, creating Section 1705.
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Key findings
Table 3 and Table 4 summarize the allocation of federal direct financial interventions in U.S. energy
markets by subsidy type. Several key findings stand out.

The scope and complexity of federal financial and award activities are very large and spread over a
wide range of sources, recipients, and time frames. Despite a recent trend of decreasing federal
activity, hundreds of distinct energy-related federal financial programs continue to pursue a wide range
of goals using various methods. The time frames of these programs and activities can be very different,
as in the case of tax provisions that allow taxpayers to decide which year to take a credit or to pay a
deferred charge. Isolating the impacts of these programs, as well as characterizing the net impact of the
whole set of actions on the U.S. energy system, is challenging.

Most current federal subsidies support developing renewable energy supplies (primarily biofuels,
wind, and solar) and reducing energy consumption through energy efficiency. In FY 2016, nearly half
(45%) of federal energy subsidies were associated with renewable energy, and 42% were associ

with energy end uses. Table 4 shows a more detailed distribution of renewaﬁ? energy-related federal
support. The amount and distribution of renewable energy subsidies over time (see text box on
renewable-related subsidy trends) have depended on congressional authorizations and the market
competitiveness of renewable electricity technologies. Among renewable téchnologies, biofuels
received the only incremental increase in FY 2016 subsidy support, driven by greater domestic biomass-
based diesel production and foreign imports of these products that resulted in an approximately $1
billion increase in tax credits from FY 2013 levels. !

~Energy end-use and conservation subsidies decreased from $7.7 billion in FY 2013 to $7.2 billion in FY
2016 (Table 3). The largest program in this combined category-the Low Income Home Energy Assistance
Program (LIREAP) operated through the U.S. Department of Health and Human Services (HHS)-
maintained its funding levels at $3.2 billion and $3.4 billion in FY 2013 and FY 2016, respectively. The
decrease in total subsidies and support for energy-related conservation and end-use programs between
FY 2013 and FY 2016 was led by declines in direct expenditures, which decreased from $4.2 billion to
$3.6 billion, respectively. Of the $438 million decline in total federal support of conservation and end-
use programs between FY 2013 and FY 2016, direct expenditures decreased $597 million. The tax credit
for energy efficiency improvements to existing homes (26 U.S.C. 25C) accounted for $106 million of the
decrease, and conversely, many tax expenditures (e.g., the credit for residential energy efficient
proper'ty, 26 U.S.C. 25D) increased during the same period.

Since FY 2010, the scale of federal support has decreased as temporary measures expired, even as the
U.S. energy system continues to grow. Federal activities within the scope of this study have been
decreasing, in large part because of the expiration of provisions and programs authorized by the
American Recovery and Reinvestment Act (ARRA or the Recovery Act) of 2009 (Figure 1). The Recovery
Act provided energy funding that greatly increased DOE’s previous energy program budgets but also
required the rapid obligation of funds that would cover outlays over several years. The U.S. energy
system, as a whole, continues to grow, with production activities growing more rapidly than energy
consumption. As a result, the relative scale of federal activity within the overall context of the energy
system has continued to decline since FY 2010.
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Part 1: Producer Subsidies

There are a number of provisions, described below, available in the United States to producers of
fossil fuels. In total, the United States government has identified sixteen Federal fossil fuel
production tax provisions, as shown below. This list includes eleven Federal tax provisions
previously identified in the United States’ progress reports to the G-20, and 5 additional
provisions identified during the United States’ self-review for the United States - China G-20
peer review process.

1. Expensing of Intangible Drilling Costs
Annual Cost: $1,629 million' (FY2016 Mid-Session Review)

Fossil Fuel Targeted: Oil, natural gas

Description of Subsidy: Taxpayers may elect to deduct intangible drilling costs (IDCs) in the
year the cost is paid or incurred with respect to the development of an oil or natural gas property
located in the United States. For an integrated oil company that has elected to expense IDCs, 30
percent of the IDCs on productive wells must be capitalized and amortized over a 60-month
period.

Analysis of Subsidy: The expensing, rather than capitalization, of IDCs provides a tax
preference to the oil and natural gas industry. Requiring capitalization of IDCs would place the
oil and natural gas industry on a cost recovery system similar to that employed by other
industries and reduce economic distortions. This provision, like other oil and natural gas
preferences the Administration proposes to repeal, distorts markets by encouraging more
investment in the oil and natural gas industry than would occur under a neutral tax system. This
market distortion is detrimental to long-term energy security and is also inconsistent with the
Administration’s policy of supporting a clean energy economy, reducing our reliance on oil, and
cutting greenhouse gas emissions. Moreover, the tax subsidy for oil and natural gas must
ultimately be financed with taxes that result in underinvestment in other, potentially more
productive, areas of the economy.

Proposal for Elimination: The Administration’s Fiscal Year 2016 Budget proposal would
repeal expensing of intangible drilling costs and 60-month amortization of capitalized intangible
drilling costs. Intangible drilling costs would be capitalized as depreciable or depletable
property, depending on the nature of the cost incurred, in accordance with the generally

! For all items (except for publicly traded partnerships) for which the United States Treasury is the
responsible agency, the Treasury calculates the annual cost by projecting the average annual difference in
Federal tax revenues between current law and the proposed revision over fiscal years 2016 through 2025,
assuming the subsidy is removed effective after 31 December 2015. For publicly traded partnerships, the
projection is based on the assumption that the change in tax treatment is effective after 31 December
2020, and the annual cost measures the average annual difference in Federal tax revenues over fiscal

years 2021 through 2025.



applicable rules. The proposal would be effective for costs paid or incurred after December 31,
2015.

Implementation of Elimination: The United States Congress must pass enabling legislation for
this proposal to become law.

Responsible Agency: United States Department of the Treasury.

2. Percentage Depletion for Oil and Natural Gas Wells
Annual Cost: $966 million (FY2016 Mid-Session Review)
Fossil Fuel Targeted: Oil, natural gas

Description of Subsidy: Depletion is available to any person having an economic interest in a
producing oil and natural gas property. There are generally two types of depletion — cost and
percentage depletion. Cost depletion is limited to the taxpayer’s basis in the property, whereas
percentage depletion is not limited by the basis, but is subject to other limitations.

Percentage depletion for producing oil and natural gas property (15 percent rate) is available only
to independent producers and royalty owners and is limited to average production of 1,000
barrels of oil per day or its natural gas equivalent. The percentage depletion deduction is further
generally limited to the lesser of 65 percent of the taxable income before the depletion allowance
or 100 percent of the taxable income from the property before the depletion allowance.

Analysis of Subsidy: Percentage depletion effectively provides a lower rate of tax with respect
to a favored source of income relative to cost depletion. Cost depletion computed by reference to
the taxpayer’s basis in the property would place oil and natural gas producers on a cost recovery
system similar to that employed by other industries and reduce economic distortions. See
expensing of intangible drilling costs for further analysis of the effects of fossil fuel tax
preferences.

Proposal for Elimination: The Administration’s Fiscal Year 2016 Budget proposal would
repeal percentage depletion with respect to oil and natural gas wells. Taxpayers would be
permitted to claim cost depletion on their adjusted basis, if any, in oil and natural gas wells. The
proposal would be effective for taxable years beginning after December 31, 2015.

Implementation of Elimination: The United States Congress must pass enabling legislation for
this proposal to become law.

Responsible Agency: United States Department of the Treasury.



3. Domestic Manufacturing Deduction for Fossil Fuels
Annual Cost: $1,049 million (FY2016 Mid-Session Review)
Fossil Fuel Targeted: Oil, natural gas, coal, lignite, oil shale

Description of Subsidy: A deduction is allowed with respect to income attributable to domestic
manufacturing and production activities. For taxable years beginning after 2009, the
manufacturing deduction is generally equal to nine percent of the lesser of qualified production
activities income for the taxable year or taxable income for the taxable year, limited to 50
percent of the W-2 wages of the taxpayer for the taxable year. The deduction for income from oil
and natural gas production activities is computed at a six-percent rate.

This deduction is widely available and not targeted at fossil fuel industries.

Analysis of Subsidy: The manufacturing deduction, which is available to all taxpayers that
generate qualified production activities income, effectively provides a lower rate of tax for
income from certain activities, including the production of fossil fuels. See expensing of
intangible drilling costs for further analysis of the effects of fossil fuel tax preferences.

Proposal of Elimination: The Administration’s Fiscal Year 2016 Budget proposal would
exclude from the definition of domestic production all gross receipts derived from the sale,
exchange or other disposition of oil, natural gas or a primary product thereof and of coal, other
hard mineral fossil fuels, or a primary product thereof for taxable years beginning after
December 31, 2015.

Implementation of Elimination: The United States Congress must pass enabling legislation for
this proposal to become law.

Responsible Agency: United States Department of the Treasury.

4. Two Year Amortization Period for Geological & Geophysical
Expenditures

Annual Cost: $288 million (FY2016 Mid-Session Review)

Fossil Fuel Targeted: Oil, natural gas

Description of Subsidy: Geological and geophysical expenditures incurred by independent
producers in connection with domestic oil and natural gas exploration may be amortized over
two years. For integrated oil companies, these costs must be amortized over seven years.

Analysis of Subsidy: The accelerated amortization of geological and geophysical expenditures
incurred by independent producers provides a tax preference to the oil and natural gas industry.

Increasing the amortization period for geological and geophysical expenditures incurred by
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independent oil and natural gas producers from two years to seven years would provide a more
accurate reflection of their income and more consistent tax treatment for all oil and natural gas
producers. See expensing of intangible drilling costs for further analysis of the effects of fossil
fuel tax preferences.

Proposal of Elimination: The Administration’s Fiscal Year 2016 Budget proposal would
increase the amortization period from two to seven years for geological and geophysical
expenditures incurred by independent producers in connection with all oil and natural gas
exploration in the United States. Seven year amortization would apply even if the property is
abandoned, and any remaining basis of the abandoned property would be recovered over the
remainder of the seven year period. The proposal would be effective for amounts paid or
incurred after December 31, 2015.

Implementation of Elimination: The United States Congress must pass enabling legislation for
this proposal to become law.

Responsible Agency: United States Department of the Treasury.

5. Percentage Depletion for Hard Mineral Fossil Fuels
Annual Cost: $209 million (FY2016 Mid-Session Review)
Fossil Fuel Targeted: Coal, lignite, oil shale

Description of Subsidy: Percentage depletion is available for coal and lignite (10 percent rate)
and oil shale (15 percent rate). The percentage depletion deduction is generally subject to the
alternative minimum tax at a 20 percent rate to the extent it exceeds the adjusted basis of the
property. The deduction may not exceed 50 percent of the net income from the mineral property
in any year.

Analysis of Subsidy: Percentage depletion, rather than cost depletion, effectively provides a
lower rate of tax with respect to a favored source of income. Cost depletion computed by
reference to the taxpayer’s basis in the property would place these fossil fuel industries on a cost
recovery system similar to that employed by other industries and reduce economic distortions.
See expensing of intangible drilling costs for further analysis of the effects of fossil fuel tax
preferences.

Proposal of Elimination: The Administration’s Fiscal Year 2016 Budget proposal would repeal
percentage depletion with respect to coal and other hard mineral fossil fuels. The other hard
mineral fossil fuels for which no percentage depletion would be allowed include lignite and oil
shale. Taxpayers would be permitted to claim cost depletion on their adjusted basis, if any, in
coal and other hard mineral fossil fuel properties. The proposal would be effective for taxable
years beginning after December 31, 2015.



Implementation of Elimination: The United States Congress must pass enabling legislation for
this proposal to become law.

Responsible Agency: United States Department of the Treasury.

6. Expensing of Exploration and Development Costs for Hard Mineral
Fuels

Annual Cost: $53 million (FY2016 Mid-Session Review)
Fossil Fuel Targeted: Coal, lignite, oil shale

Description of Subsidy: Mining companies may elect to deduct 70 percent of domestic
exploration and development costs. The 30 percent of expenses that cannot be deducted must be
capitalized and amortized over a 60-month period. Taxpayers may also elect to capitalize mine
exploration and development expenses and amortize them over a 10-year period. If this election
is made, the expenses will not be tax preference items under the alternative minimum tax.

Analysis of Subsidy: The expensing of exploration and development costs relating to coal and
other hard mineral fossil fuels provides a tax preference to these fossil fuel industries.
Capitalization of exploration and development costs relating to coal and other hard mineral fossil
fuels would place taxpayers in that industry on a cost recovery system similar to that employed
by other industries and reduce economic distortions. See expensing of intangible drilling costs
for further analysis of the effects of fossil fuel tax preferences.

Proposal of Elimination: The Administration’s Fiscal Year 2016 Budget proposal would repeal
expensing, 60-month amortization, and 10 year amortization of exploration and development
costs relating to coal and other hard mineral fossil fuels. The costs would be capitalized as
depreciable or depletable property, depending on the nature of the cost incurred, in accordance
with generally applicable rules. The other hard mineral fossil fuels for which expensing, 60
month amortization, and 10 year amortization would not be allowed include lignite and oil shale.
The proposal would be effective for costs paid or incurred after December 31, 2015.

Implementation of Elimination: The United States Congress must pass enabling legislation for
this proposal to become law.

Responsible Agency: United States Department of the Treasury.

7. Capital Gains Treatment for Royalties of Coal
Annual Cost: $31 million (FY2016 Mid-Session Review)

Fossil Fuel Targeted: Coal, lignite



Description of Subsidy: Royalties received on the disposition of coal generally qualify for
treatment as long-term capital gains. This treatment does not apply unless the taxpayer has been
the owner of the mineral in place for at least one year before it is mined. The treatment also does
not apply to income realized as a co-adventurer, partner, or principal in the mining of the mineral
or to certain related party transactions.

Analysis of Subsidy: The capital gains treatment of coal and lignite royalties provides a tax
preference to these fossil fuel industries. Treating royalties as ordinary income would place
taxpayers in that industry on a cost recovery system similar to that employed by other industries
and reduce economic distortions. See expensing of intangible drilling costs for further analysis of
the effects of fossil fuel tax preferences.

Proposal of Elimination: The Administration’s Fiscal Year 2016 Budget proposal would repeal
capital gains treatment of coal and lignite royalties and would tax those royalties as ordinary
income for amounts realized in taxable years beginning after December 31, 2015.

Implementation of Elimination: The United States Congress must pass enabling legislation for
this proposal to become law.

Responsible Agency: United States Department of the Treasury.

8. Deduction for Tertiary Injectants
Annual Cost: $10 million (FY2016 Mid-Session Review)

Fossil Fuel Targeted: Oil

Description of Subsidy: Taxpayers engaged in petroleum extraction activities may generally
deduct qualified tertiary injectant expenses incurred while applying a tertiary recovery method to
increase the recovery of crude oil.

Analysis of Subsidy: The deduction, rather than capitalization, of tertiary injectants provides a
tax preference to the oil and natural gas industries. Capitalization of tertiary injectants would
place the oil and natural gas industry on a cost recovery system similar to that employed by other
industries and reduces economic distortions. See expensing of intangible drilling costs for further
analysis of the effects of fossil fuel tax preferences.

Proposal of Elimination: The Administration’s Fiscal Year 2016 Budget proposal would repeal
the deduction for qualified tertiary injectant expenses for amounts paid or incurred after
December 31, 2015.

Implementation of Elimination: The United States Congress must pass enabling legislation for
this proposal to become law.

Responsible Agency: United States Department of the Treasury.
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9. Exception to Passive Loss Limitation for Working Interests in Oil and
Natural Gas Properties

Annual Cost: $19 million (FY2016 Mid-Session Review)

Fossil Fuel Targeted: Oil, natural gas

Description of Subsidy: Under normal rules, passive losses that remain after being netted
against passive income generally can only be carried forward to offset passive income in future
years. The exception permits losses from working interests in oil and gas properties to offset
active income. The exception is only available if the working interest is owned in a way that does
not limit the taxpayer’s liability.

Analysis of Subsidy: The special tax treatment of working interests in oil and natural gas
properties provides a tax preference to the oil and natural gas industries. Eliminating the
working interest exception would subject oil and natural gas properties to the same limitations as
other activities and reduce economic distortions. See expensing of intangible drilling costs for
further analysis of the effects of fossil fuel tax preferences.

Proposal of Elimination: The Administration’s Fiscal Year 2016 Budget proposal would repeal
the exception from the passive loss rules for working interests in oil and natural gas properties

for taxable years beginning after December 31, 2015.

Implementation of Elimination: The United States Congress must pass enabling legislation for
this proposal to become law.

Responsible Agency: United States Department of the Treasury.

10. Enhanced Oil Recovery (EOR) Credit
Annual Cost: $0 million (FY2016 Mid-Session Review)
Fossil Fuel Targeted: Oil
Description of Subsidy: A 15 percent credit is provided for expenses associated with an EOR

project in the United States. An EOR project is a project that involves the use of one or more
tertiary recovery methods to significantly increase the amount of recoverable crude oil.

The credit is phased out when the reference price of oil exceeds a statutory amount indexed to
inflation.



Analysis of Subsidy: The credit provides a tax preference to the oil and natural gas industries.
See expensing of intangible drilling costs for further analysis of the effects of fossil fuel tax
preferences.

Proposal of Elimination: The Administration’s Fiscal Yeaf 2016 Budget proposal would repeal
the tax credit for enhanced oil recovery projects beginning after December 31, 2015.

Implementation of Elimination: The United States Congress must pass enabling legislation for
this proposal to become law.

Responsible Agency: United States Department of the Treasury.

11. Marginal Wells Credit
Annual Cost: $0 million (FY2016 Mid-Session Review)
Fossil Fuel Targeted: Oil, natural gas

Description of Subsidy: A production tax credit is provided for marginal wells or wells that
have an average daily production of not more than 3 barrels per day.

The credit is phased out when the reference price of oil or gas exceeds a statutory amount
indexed to inflation.

Analysis of Subsidy: The credit provides a tax preference to the oil and natural gas industries.
See expensing of intangible drilling costs for further analysis of the effects of fossil fuel tax
preferences.

Proposal of Elimination: The Administration’s Fiscal Year 2016 Budget proposal would repeal

the production tax credit for oil and natural gas from marginal wells for production in taxable
years beginning after December 31, 2015.

Implementation of Elimination: The United States Congress must pass enabling legislation for
this proposal to become law.

Responsible Agency: United States Department of the Treasury.

12. Corporate Income Tax Exemption for Fossil Fuel Publicly Traded
Partnerships

Annual Cost: $342 million (FY2016 Mid-Session Review)

Fossil Fuel Targeted: Oil, gas, coal



Description of Subsidy: Publicly traded partnerships are generally subject to the corporate
income tax. Partnerships that derive at least 90 percent of their gross income from depletable
natural resources, real estate, or commodities are exempt from the corporate income tax. Instead
they are taxed as partnerships. They pass through all income, gains, losses, deductions, and
credits to their partners, with the partners then being liable for income tax (or benefitting from
the losses) on their distributive shares.

Analysis of Subsidy: The credit provides a tax preference to the oil and natural gas industries.
See expensing of intangible drilling costs for further analysis of the effects of fossil fuel tax
preferences.

Proposal of Elimination: The Administration’s Fiscal Year 2016 Budget proposal would repeal
the exemption from the corporate income tax for publicly traded partnerships with qualifying
income and gains from activities relating to fossil fuels. Such publicly traded partnerships would
be taxed as C corporations for taxable years beginning after December 31, 2020.

Implementation of Elimination: The United States Congress must pass enabling legislation for
this proposal to become law.

Responsible Agency: United States Department of the Treasury.

13. Excise Tax Exemption for Crude Qil derived from Tar Sands

Annual cost: $52 million (FY2016 Budget)
Fossil Fuel Targeted: Crude oil derived from bitumen and kerogen-rich rock (tar sands)

Description of subsidy: An excise tax is imposed on: (1) crude oil received at a U.S. refinery;
(2) imported petroleum products (including crude oil) entered into the United States for
consumption, use, or warehousing; and (3) any domestically produced crude oil that is used
(other than on the premises where produced for extracting oil or natural gas) in or exported from
the United States if, before such use or exportation, no taxes were imposed on the crude oil. The
tax is eight cents per barrel for periods before January 1, 2017, and nine cents per barrel for
periods after December 31,2016. Crudes such as those that are produced from bituminous
deposits as well as kerogen-rich rock are not treated as crude oil or petroleum products for
purposes of the tax. The tax is deposited in the Oil Spill Liability Trust Fund to pay costs
associated with oil removal and damages resulting from oil spills, as well as to provide annual
funding to certain agencies for a wide range of oil pollution prevention and response programs,
including research and development.

Analysis of Subsidy: The credit provides a tax preference to crude oil derived from tar sands.
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Proposal of Elimination: The Administration’s Fiscal Year 2016 Budget proposal would extend
the excise tax to crudes such as those produced from bituminous deposits as well as kerogen-rich
rock for taxable years beginning after December 31, 2015.

Implementation of Elimination: The United States Congress must pass enabling legislation for
this proposal to become law.

Responsible Agency: United States Department of the Treasury.

14. Royalty-Exempt Beneficial Use of Fuels

Annual cost: $39 million estimated annual average lost royalty value.?
Fossil Fuel Targeted: Primarily gas, potentially also oil

Description of subsidy: Onshore and offshore oil and gas companies may use hydrocarbons for
“beneficial purposes™ on the lease without paying Federal royalties. These purposes include use
as fuel for drilling rig engines, enhanced recovery, and for lifting, heating, or compressing oil
and natural gas.

Analysis of Subsidy: The United States public foregoes royalty payments on beneficial use
volumes.

Proposal of Elimination: The Bureau of Land Management (BLM) is preparing a Proposed
Rule to update the permitting of beneficial use of oil and gas at onshore facilities; this rule is
expected to result in beneficial use being applied in fewer situations. Similar updates could be
developed for offshore facilities.

Implementation of Elimination: The proposed rule is anticipated to be published in early 2016,
with the final rule scheduled for publication in May 2016. The rulemaking is a high priority for
BLM.

Responsible Agency: United States Department of the Interior.

15. Royalty-Free Flaring and Venting of Natural Gas

Annual cost: $70 million estimated annual average lost royalty value.

* The estimates for Royalty-Exempt Beneficial Use of Fuels and Royalty-Free Flaring and Venting of Natural Gas
were calculated by multiplying natural gas data from ONRR (gas consumed for beneficial purposes or approved by
BLM or BSEE to be flared or vented as unavoidably lost) by an average royalty paid per thousand cubic feet (mcf)
of gas extracted in individual states for each sales year over 2006-13. The average annual royalty paid per mcf was
calculated using ONRR's sales volume and royalties paid data on their statistical website. If royalties were charged
on these volumes operators of oil and gas wells would have an incentive to reduce the volumes vented and/or flared
and, therefore, the values presented here are upper-bound estimates.
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Fossil Fuel Targeted: Gas

Description of subsidy: For onshore Federal oil and gas extraction activities, oil and gas
companies may vent (release to the atmosphere) or flare (burn) natural gas under a variety of
situations, including tests, emergencies, and when it is uneconomical to get the gas to market (for
instance due to a lack of infrastructure for storage and transport). Oil and gas companies do not
pay Federal royalties on gas that is legally vented or flared. Absent emergencies or special
operational considerations, in concept, all natural gas extracted should bear royalties regardless
of whether it is sold or vented/flared. For offshore Federal oil and gas extraction activities, the
Bureau of Safety and Environmental Enforcement (BSEE) regulations already require that
facilities processing more than an average of 2,000 barrels of oil per day must install flare/vent
meters. BSEE regulations also require that requests to approve flaring or venting cannot be
justified on the basis of the avoidance of lost revenue (i.e. there is no allowance of offshore
venting/flaring based on economic grounds).

Analysis of Subsidy: The United States public foregoes royalty payments on vented and flared
volumes.

Proposal of Elimination: BLM is preparing a Proposed Rule addressing venting and flaring to
establish standards to limit the waste of vented and flared on-shore gas, to minimize the amount
of venting and flaring that takes place on oil and gas production facilities on Federal and Indian
lands, and to establish standards for determining avoidable versus unavoidable losses.

Implementation of Elimination: The proposed rule is anticipated to be published in early 2016,
with the final rule scheduled for publication in May 2016. The rulemaking is a high priority for
BLM. '

Responsible Agency: United States Department of the Interior.

16. Liability Cap on Natural Resource Damages

Annual cost: Not estimated. To-date there have been no spills for which the liability cap
provision has lowered a responsible party’s liability for a specific spill.

Fossil Fuel Targeted: Primarily oil, potentially also gas

Description of subsidy: The Oil Pollution Act of 1990 (OPA) requires responsible parties to pay
oil-spill cleanup costs, with a $75-million cap on payouts for private economic and public
natural-resource claims (exceptions to the cap include gross negligence). To-date no spill apart
from the Deepwater Horizon has had damages large enough to exceed the cap, so this provision
has not been invoked. In the case of Deepwater Horizon, the courts made a finding of gross
negligence on the part of the operator. One of the provisions of the cap is that it shall not apply
for damages caused by gross negligence. So even in the case of Deepwater Horizon, the cap did

not apply.
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Analysis of Subsidy: Damages attributable to an oil company in excess of the cap would be
borne by the United States public.

Proposal of Elimination: The liability cap is set by statute and may only be adjusted to address
significant increases in the Consumer Price Index (CPI). The Bureau of Ocean Energy
Management (BOEM) is authorized to increase the cap to keep pace with inflation. In the future,
BOEM will adjust the cap every three years to account for inflation.

Implementation of Elimination: On December 11, 2014, the Bureau of Ocean Energy
Management (BOEM) administratively increased the limit of liability for oil-spill related
damages from $75 million to approximately $134 million for offshore oil and gas facilities. This
increase is consistent with recommendations to increase the liability cap from the National
Commission on the BP Deepwater Horizon Oil Spill and other studies, and represents the
maximum increase allowable under the Oil Pollution Act of 1990. The increase applies to
facilities handling oil and gas in Federal and State waters seaward of the coastline. The rule also
contains a mechanism to regularly update the limit of liability cap in the future to reflect changes
in inflation over time based on the CPI.

Responsible Agency: United States Department of the Interior.



Part 2: Consumer Subsidies

There is one consumption subsidy that is funded by the Federal government in the United States.
It is targeted at low-income households, and benefits are typically dispersed as a lump sum credit
on a household’s utility bill. Because the program is a targeted transfer that helps low-income
households obtain essential energy services and does not encourage wasteful consumption, this
program is not considered inefficient.

1. Low-Income Home Energy Assistance Program (LIHEAP)
Annual Cost: $3,400 million in fiscal year 2016

Description of Subsidy: A discretionary block grant awarded to States, territories, and tribes
and tribal organizations to provide home heating and cooling energy assistance to low-income
households. Grantees may use a portion of their LIHEAP funds for low-cost residential
weatherization services and for program administration. Federal guidelines limit eligibility to
households with incomes up to 150% of poverty or 60% of State median income. In FY 2012,
the average LIHEAP heating benefit (heating and winter crisis benefits combined) was $587
representing 63.7% of average home heating expenditures for LIHEAP households.

Analysis of Subsidy: LIHEAP assistance is targeted to vulnerable households (those with
elderly, disabled or young children) and to the poorest (those with the highest energy burdens
relative to their income). These households are targeted as they may face serious health and
safety risks if they do not have adequate heating and cooling in their homes. In FY 2012, 32% of
LIHEAP households that received heating assistance had an elderly member, 35% included a
disabled member, and 21% had a child under 5 years old. The weighted average energy burden
among LIHEAP heating recipient households was 12%, compared to 9% among all low-income
households.

Leveraged resources: LIHEAP grants to state, tribes, and territories also leverages other energy
related resources, such as discounted utility rates, weatherization assistance, telephone discounts,
and other private and public resources. During Fiscal Year 2010, these grantees leveraged a total
of $2.996 billion from their private and public partners.

Proposal for Elimination: Authorization for this program expired at the end of 2007, but
Congress has continued to provide annual appropriations. The Administration does not propose
eliminating this program, which is targeted to low-income households.

Responsible Agency: United States Department of Health and Human Services (HHS).
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THE BUDGET DOCUMENTS

Budget of the United States Government,
Fiscal Year 2021 contains the Budget Message of
the President, information on the President’s priori-
ties, and summary tables.

Analytical Perspectives, Budget of the United
States Government, Fiscal Year 2021 contains
analyses that are designed to highlight specified
subject areas or provide other significant presenta-
tions of budget data that place the budget in perspec-
tive. This volume includes economic and accounting
analyses, information on Federal receipts and collec-
tions, analyses of Federal spending, information on
Federal borrowing and debt, baseline or current ser-
vices estimates, and other technical presentations.

Supplemental tables and other materials that
are part of the Analytical Perspectives volume
are available at https:/lwww.whitehouse.govlomb/
analytical-perspectives/.

Appendix, Budget of the United States
Government, Fiscal Year 2021 contains detailed
information on the various appropriations and funds
that constitute the budget and is designed primarily
for the use of the Appropriations Committees. The
Appendix contains more detailed financial informa-
tion on individual programs and appropriation ac-
counts than any of the other budget documents. It
includes for each agency: the proposed text of ap-
propriations language; budget schedules for each
account; legislative proposals; narrative explana-
tions of each budget account; and proposed general

provisions applicable to the appropriations of entire
agencies or group of agencies. Information is also
provided on certain activities whose transactions
are not part of the budget totals.

Major Savings and Reforms, Fiscal Year
2021, which accompanies the President’s Budget,
contains detailed information on major savings and
reform proposals. The volume describes both major
discretionary program eliminations and reductions
and mandatory savings proposals.

BUDGET INFORMATION AVAILABLE ONLINE

The President’s Budget and supporting materi-
als are available online at hitps://www.whitehouse.
govlomb/budget/. This link includes electronic ver-
sions of all the budget volumes, supplemental ma-
terials that are part of the Analytical Perspectives
volume, spreadsheets of many of the budget tables,
and a public use budget database. This link also in-
cludes Historical Tables that provide data on budget
receipts, outlays, surpluses or deficits, Federal debt,
and Federal employment over an extended time pe-
riod, generally from 1940 or earlier to 2021 or 2025,
Also available are links to documents and materials
from budgets of prior years.

For more information on access to electronic ver-
sions of the budget documents, call (202) 512-1530
in the D.C. area or toll-free (888) 293-6498. To pur-
chase the printed documents call (202) 512-1800.

years unless otherwise noted.

16, 2020.
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2. At the time the Budget was prepared, the United States-Mexico-
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Government-wide allowance to represent the discretionary ap-
propriations included in this proposal, which the Administration
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passed on December 19, 2019, and the Senate passed on January

3. Detail in this document may not add to the totals due to rounding.
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TABLE 13-1.  ESTIMATES OF TOTAL INCOME TAX EXPENDITURES FOR FISCAL YEARS 2019-2029

{In millions of dollars)

Total from corporations and individuals
2019 | 2020 | 2021 | 2022 | 2023 | 2024 2025 | 2026 | 2027 | 2028 | 2029 | 2020-29

National Defense

1{Exclusion of benefits and allowances to Armed Forces
personnel 12460] 12,910] 11,660 11,700 12,080 12560) 13,090) 13,660 14,270 14,910 15600{ 132,440

International atfairs:

2|Exclusion of income earned abroad byUS.citizens...| 6930 7,280 7,640 8,020 8420, 8840f 9290 9,750 10,240 10,750| 11,290{ 91,520

3|Exclusion of certain allowances for Federal employees

abroad 240 250 260 280 290 300 320 330 350 370 390 3,140
4/inventory property sales source rules exception ......... 0 0 0 0 0 0 0 0 0 0 0 0
5|Reduced tax rate on active income of controlled

foreign corporations (normal tax method)................ 35,470/ 40,000{ 42,980] 44,660 35220 21,760 10,720{ 46,840 75840 79,250 82,810{ 480,080
6 [Deduction for foreign-derived intangible income

dervied from trade or business within the United

States 7,530) 8,100] 9,880| 11,150{ 11,610 12,1301 12,670| 9,240 7,000 7,340 7,700 96,820
7 finterest Charge Domestic International Sales ‘

Corporations (IC-DISCs) 1,280) 1,340 1,410{ 1,480 1,560 1630) 1,720| 1,800( 1,890 1,990 2,090 16,910

General science, space, and technology:

Expensing of research and experimentation
expenditures (normal tax method)

9 Credit for increasing research activities

@

5520 5740) 6,330| ~19,090] -34,990| -25,630 -15,640) 4,940 0 0 0] -88220
15,300 16,8101 18,380 19,800| 21,370 22,900 24,450 26,0401 27,650{ 29,310/ 31,030 237,830

Energy:
10 Expensing of exploration and development costs, fusls ... 930] 1,060 890 630 500 510 600 740 790 730 640 7,090
11 {Excess of percentage over cost depletion, fuels ......... 670 760 820 870 920 9807 1,050 1,180 1,280 1,350 1,400 10,610
12 |Exception from passive loss limitation for working
interests in oil and gas properties ......................... 10 10 10 10 10 10 10 10 10 10 10 100

150 140 140 140 140 150 160 170 190 200; - 210 1,640
10 10 10 10 10 10 10 10 10 10 10 100
G 440 320 270 330 430 560 650 650 630 630 4,910

13|Capital gains treatment of royalties on coal
14 Exclusion of interest on energy faciiity bonds
15

16| Energy production credit * 4230] 43101 4290 4,250 4200] 4,070 3,920 3.290[ 2590 1,760 1,070] 33,750
1XWarginal wells credil>. <P 80 100 100 80 40 10 0 0 0 0 410
18 |Energy investment credit ! 3710, 4510] 4820 4490 3700 2,69 2010 1,540 1,220 1,020 920 - 26,920
19Alcohol fuel credits 2 0 0 0 0 0 0 0 0 0 0 0 0
20Bio-Diesel and small agri-biodiesel producer tax

credits 3 0 0 0 0 0 0 0 0 0 0 0 0
21 [Tax credits for clean-fuel burning vehicles and

refueling property 940 580 380 380 380 310 220 200 200 190 140, 2,980
22{Exclusion of utility conservation subsidies .................. 450 470 490 510 540 570 590 620 650 680 o 5,830
23|Credit for holding clean renewable energy bonds ¢ ..... 70 70 70 70 70 70 70 70 70 70 70 700
24|Credit for investment in clean coat facifities ............... 20 10 20 40 80 100 90 80 90 50 50 610
25!Natural gas distribution pipefines treated as 15-year

property 70 70 50 30 -10 -50 -80/ -120f -140| -140{ 140 ~530
% Amg;g:ez 32&?;0 oglal and geophysical expendiures 230 250 260 270 290 310 310 350 370 380 380 3,170
27 {Allowance of deduction for certain energy efficient

commercial building Propeny ... eeereeeronvevin 10 0 0 0 0 0 0 0 0 0 0 0
28 Credit for construction of new energy efficient homes . 50 10 10 0 0 0 0 0 0 0 0 20
29 Credit for residential energy efficient property ............. 1,980 1,740 1,410 360 70 0 0 0 0 0 0 3,580
30| Qualified energy conservation bonds 5 .................... 30 30 30 30 30 30 30 30 30 30 30 300
31 (Advanced Energy Property Credit ...............ooo... 10 10 10 10 10 10 10 10 10 10 10 100
32}Advanced nuclear power production credit ................. 0 0 0 100 190 240 270 280 280 280 270 1,910
33 |Reduced tax rate for nuclear decommissioning funds . 100 100 110 110 120 120 130 130 140 150 150 1,260

Natural resources and environment:

34| Expensing of exploration and development costs,

nonfuel minerals 170 180 160 110 90 90 100 130 140 120 110 1,230
35 {Excess of percentage over cost depletion, nonfuel

minerals 120 130 140 160 160 170 190 210 220 240 240 1,860

36/ Exclusion of interest on bonds for water, sewage, and :
hazardous waste facilities ....................... 300 320 310 320 340 340 350 380 380 390 390 3,520

Capital gains treatment of certain timber incom ........ 150 140 140 140 140 150 160, 170 190 200 210 1,640
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General Science, Space, and Technology

8. Expensing of research and experimentation
expenditures (normal tax method).—The baseline tax
system allows a deduction for the cost of producing income.
It requires taxpayers to capitalize the costs associated with
investments over time to better match the streams of in-
come and associated costs. Research and experimentation
(R&E) projects can be viewed as investments because, if
successful, their benefits accrue for several years. It is of-
ten difficult, however, to identify whether a specific R&E
project is successful and, if successful, what its expected
life will be. Because of this ambiguity, the reference tax
law baseline system would allow expensing of R&E ex-
penditures. In contrast, under the normal tax method, the
expensing of R&E expenditures is viewed as a tax expen-
diture. The baseline assumed for the normal tax method
is that all R&E expenditures are successful and have an
expected life of five years. Current law requires R&E ex-
penditures paid or incurred in taxable years beginning
after December 31, 2021, to be capitalized and amortized
over 5 years, while allowing R&E expenditures paid or
incurred in prior taxable years to be expensed.

9. Credit for increasing research activities.—
The baseline tax system would uniformly tax all returns
to investments and not allow credits for particular activi-
ties, investments, or industries. In contrast, the Tax Code
allows an R&E credit of up to 20 percent of qualified re-
search expenditures in excess of a base amount. The base
amount of the credit is generally determined by multiply-
ing a “fixed-base percentage” by the average amount of
the company’s gross receipts for the prior four years. The
taxpayer’s fixed base percentage generally is the ratio of
its research expenses to gross receipts for 1984 through
1988. Taxpayers can elect the alternative simplified cred-
it regime, which equals 14 percent of qualified research
expenses that exceed 50 percent of the average qualified
research expenses for the three preceding taxable years.

10. Expensing of exploration and development
costs, fuels.—Under the baseline tax system, the costs of
exploring and developing oil and gas wells and coal mines
or other natural fuel deposits would be capitalized and
then amortized (or depreciated) over an estimate of the
economic life of the property. This insures that the net
income from the well or mine is measured appropriately
each year. In contrast to this treatment, current law al-
lows immediate deduction, i.e., expensing, of intangible
drilling costs for successful investments in domestic oil
and gas wells (such as wages, the cost of using machin-
ery for grading and drilling, and the cost of unsalvageable
materials used in constructing wells). Current law also
allows immediate deduction of eligible exploration and
development costs for domestic coal mines and other
natural fuel deposits. Because expensing allows recovery
of costs sooner, it is more advantageous to the taxpayer
than amortization. Expensing provisions for exploration
expenditures apply only to properties for which a deduc-

tion for percentage depletion is allowable. For oil and gas
wells, integrated oil companies may expense only 70 per-
cent of intangible drilling costs and must amortize the
remaining 30 percent over five years. Non-integrated oil
companies may expense all such costs.

11. Excess of percentage over cost depletion, fu-
els.—The baseline tax system would allow recovery of
the costs of developing certain oil, gas, and mineral fuel
properties using cost depletion. Cost depletion is similar
in concept to depreciation, in that the costs of developing
or acquiring the asset are capitalized and then gradually
reduced over an estimate of the asset’s economic life, as
is appropriate for measuring net income. In contrast, the
Tax Code generally allows independent fuel producers
and royalty owners to take percentage depletion deduc-
tions rather than cost depletion on limited quantities of
output. Under percentage depletion, taxpayers deduct a
percentage of gross income from fossil fuel production. In
certain cases the deduction is limited to a fraction of the
asset’s net income. Over the life of an investment, per-
centage depletion deductions can exceed the cost of the
investment. Consequently, percentage depletion may pro-
vide more advantageous tax treatment than would cost
depletion, which limits deductions to an investment’s cost.

12. Exception from passive loss limitation for
working interests in oil and gas properties.—The
baseline tax system accepts current law’s general rule
limiting taxpayers’ ability to deduct losses from passive
activities against nonpassive income (e. g., wages, interest,
and dividends). Passive activities generally are defined as
those in which the taxpayer does not materially partici-
pate, and there are numerous additional considerations
brought to bear on the determination of which activities
are passive for a given taxpayer. Losses are limited in an
attempt to limit tax sheltering activities. Passive losses
that are unused may be carried forward and applied
against future passive income. An exception from the
passive loss limitation is provided for a working interest
in an oil or gas property that the taxpayer holds directly
or through an entity that does not limit the liability of
the taxpayer with respect to the interest. Thus, taxpay-
ers can deduct losses from such working interests against
nonpassive income without regard to whether they mate-
rially participate in the activity.

13. Capital gains treatment of royalties on
coal.—The baseline tax system generally would tax all
income under the regular tax rate schedule. It would not
allow preferentially low tax rates to apply to certain types
or sources of income. For individuals, tax rates on regular
income vary from 10 percent to 39.6 percent in the budget
window (plus a 3.8 percent surtax on high income tax-
payers), depending on the taxpayer’s income. In contrast,
current law allows capital gains realized by individuals to
be taxed at a preferentially low rate that is no higher than
20 percent (plus the 3.8 percent surtax). Certain sales of
coal under royalty contracts qualify for taxation as capital
gains rather than ordinary income, and so benefit from
the preferentially low 20 percent maximum tax rate on
capital gains.
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14, Exclusion of interest on energy facility
bonds.—The baseline tax system generally would tax all
income under the regular tax rate schedule. It would not
allow preferentially low (or zero) tax rates to apply to cer-
tain types or sources of income. In contrast, the Tax Code
allows interest earned on State and local bonds used to
finance construction of certain energy facilities to be ex-
empt from tax. These bonds are generally subject to the
State private-activity-bond annual volume cap.

—15. Enhanced oil recovery credit.—A credit is
provided equal to 15 percent of the taxpayer’s costs for
enhanced oil recovery on U.S. projects. The credit is re-
duced in proportion to the ratio of the reference price of
oil for the previous calendar year minus $28 (adjusted for
inflation from 1990) to $6.

16. Energy production credit.—The baseline tax
system would not allow credits for particular activities,
investments, or industries. Instead, it generally would
seek to tax uniformly all returns from investment-like
activities. In contrast, the Tax Code provides a credit for
certain electricity produced from wind energy, biomass,
geothermal energy, solar energy, small irrigation power,
municipal solid waste, or qualified hydropower and sold
to an unrelated party. Wind facilities must have begun
construction before January 1, 2020. Facilities that be-
gin construction in 2017 receive 80 percent of the credit,
facilities that begin construction in 2018 receive 60 per-
cent of the credit, and facilities that begin construction in
2019 receive 40 percent of the credit. Qualified facilities
producing electricity from sources other than wind must
begin construction before January 1, 2018. In addition
to the electricity production credit, an income tax credit
is allowed for the production of refined coal for facilities
placed in service before January 1, 2012. The Tax Code
also provided an income tax credit for Indian coal facili-
ties. The Indian coal facilities credit expired on December
31, 2017.

17. Marginal wells credit.—A credit is provided for
crude o1l and natural gas produced from a qualified mar-
ginal well. A marginal well is one that does not produce
more than 1,095 barrel-of-oil equivalents per year, with
this limit adjusted proportionately for the number of days
the well is in production. The credit is no more than $3.00
per barrel of qualified crude oil production and $0.50 per
thousand cubic feet of qualified natural gas production.
The credit for natural gas is reduced in proportion to the
amount by which the reference price of natural gas at the
wellhead for the previous calendar year exceeds $1.67 per
thousand cubic feet and is zero for a reference price that
exceeds $2.00. The credit for crude oil is reduced in pro-
portion to the amount by which the reference price of oil
for the previous calendar year exceeds $15.00 per barrel
and is zero for a reference price that exceeds $18.00. All
dollar amounts are adjusted for inflation from 2004.

18. Energy investment credit.—The baseline tax
system would not allow credits for particular activities,
investments, or industries. Instead, it generally would
seek to tax uniformly all returns from investment-like
activities. However, the Tax Code provides credits for
investments in solar and geothermal energy property,

qualified fuel cell power plants, stationary microturbine
power plants, geothermal heat pumps, small wind prop-
erty and combined heat and power property. The credit
is 30 percent for property that begins construction before
2020, 26 percent for property that begins construction in
2020, and 22 percent for property that begins construc-
tion in 2021 and in all cases that is placed in service
before January 1, 2024. A 10 percent credit is available
for geothermal or qualified solar property placed in ser-
vice after December 31, 2023, Owners of renewable power
facilities that qualify for the energy production credit may
instead elect to take an energy investment credit at a rate
specified by law.

19. Alcohol fuel credits.—The baseline tax system
would not allow credits for particular activities, invest-
ments, or industries. Instead, it generally would seek to
tax uniformly all returns from investment-like activities.
In contrast, the Tax Code provided an income tax credit for
qualified cellulosic biofuel production which was renamed
the Second Generation Biofuel Producer Tax Credit. This
provision expired on December 31, 2017.

20. Bio-diesel and small agri-biodiesel producer
tax credits.—The baseline tax system would not allow
credits for particular activities, investments, or indus-
tries. Instead, it generally would seek to tax uniformly
all returns from investment-like activities. However, the
Tax Code allowed an income tax credit for Bio-diesel and
for Bio-diesel derived from virgin sources. In lieu of the
Bio-diesel credit, the taxpayer could claim a refundable
excise tax credit. In addition, small agri-biodiesel pro-
ducers were eligible for a separate income tax credit for
biodiesel production, and a separate credit was available
for qualified renewable diesel fuel mixtures. This provi-
sion expired on December 31, 2017.

21. Tax credits for clean-fuel burning vehicles
and refueling property.—The baseline tax system
would not allow credits for particular activities, invest-
ments, or industries. Instead, it generally would seek to
tax uniformly all returns from investment-like activi-
ties. In contrast, the Tax Code allows credits for plug-in
electric-drive motor vehicles, alternative fuel vehicle refu-
eling property, two-wheeled plug-in electric vehicles, and
fuel cell motor vehicles. These provisions, except for the
plug-in electric-drive motor vehicle credit, expired after
December 31, 2017.

22. Exclusion of utility conservation subsidies.—
The baseline tax system generally takes a comprehensive
view of taxable income that includes a wide variety of
(measurable) accretions to wealth. In certain circumstanc-
es, public utilities offer rate subsidies to non-business
customers who invest in energy conservation measures.
These rate subsidies are equivalent to payments from
the utility to its customer, and so represent accretions
to wealth, income that would be taxable to the customer
under the baseline tax system. In contrast, the Tax Code
exempts these subsidies from the non-business custom-
er’s gross income.

23. Credit for holding clean renewable energy
bonds.—-The baseline tax system would uniformly tax ail
returns to investments and not allow credits for particu-
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lar activities, investments, or industries. In contrast, the
Tax Code provides for the issuance of Clean Renewable
Energy Bonds that entitle the bond holder to a Federal
income tax credit in lieu of interest. As of March 2010, is-
suers of the unused authorization of such bonds could opt
to receive direct payment with the yield becoming fully
taxable.

24. Credit for investment in clean coal facili-
ties.—The baseline tax system would uniformly tax all
returns to investments and not allow credits for particu-
lar activities, investments, or industries. In contrast, the
Tax Code provides investment tax credits for clean coal
facilities producing electricity and for industrial gasifica-
tion combined cycle projects.

25. Natural gas distribution pipelines treated
as_I5-year property.—The baseline tax system allows
taxpayers to deduct the decline in the economic value of
an investment over its economic life. However, the Tax
Code allows depreciation of natural gas distribution pipe-
lines (placed in service between 2005 and 2011) over a 15
year period. These deductions are accelerated relative to
deductions based on economic depreciation.

26. Amortize all geological and geophysical ex-
penditures over two years.—The baseline tax system
allows taxpayers to deduct the decline in the economic
value of an investment over its economic life. However,
the Tax Code allows geological and geophysical expendi-
tures incurred in connection with oil and gas exploration
in the United States to be amortized over two years for
non-integrated oil companies, a span of time that is gen-
erally shorter than the economic life of the assets.

27. Allowance of deduction for certain energy ef-
ficient commercial building property.—The baseline
tax system would not allow deductions in lieu of normal
depreciation allowances for particular investments in
particular industries. Instead, it generally would seek to
tax uniformly all returns from investment-like activities,
In contrast, the Tax Code allows a deduction for certain
energy efficient commercial building property. The basis
of such property is reduced by the amount of the deduc-
tion. This provision expired on December 31,2017.

28. Credit for construction of new energy effi-
cient homes.—The baseline tax system would not allow
credits for particular activities, investments, or indus-
tries. Instead, it generally would seek to tax uniformly
all returns from investment-like activities. However,
the Tax Code allowed contractors a tax credit of $2,000
for the construction of a qualified new energy-efficient
home that had an annual level of heating and cooling
energy consumption at least 50 percent below the an-
nual consumption under the 2006 International Energy
Conservation Code. The credit equaled $1,000 in the case
of a new manufactured home that met a 30 percent stan-
dard or requirements for EPA’s Energy Star homes. This
provision expired on December 31, 2017.

29. Credit for residential energy efficient prop-
erty.—The baseline tax system would uniformly tax all
returns to investments and not allow credits for partic-
ular activities, investments, or industries. However, the
Tax Code provides a credit for the purchase of a qualified

photovoltaic property and solar water heating property, as
well as for fuel cell power plants, geothermal heat pumps,
and small wind property used in or placed on a residence.
The credit is 30 percent for property placed in service be-
fore January 1, 2020, 26 percent for property placed in
service in 2020, and 22 percent for property placed in ser-
vice in 2021.

30. Credit for qualified energy conservation
bonds.—The baseline tax system would uniformly tax
all returns to investments and not allow credits for par-
ticular activities, investments, or industries. However,
the Tax Code provides for the issuance of energy conser-
vation bonds which entitle the bond holder to a Federal
income tax credit in lieu of interest. As of March 2010, is-
suers of the unused authorization of such bonds could opt
to receive direct payment with the yield becoming fully
taxable.

31. Advanced energy property credit.—The base-
line tax system would not allow credits for particular
activities, investments, or industries. However, the Tax
Code provides a 30 percent investment credit for prop-
erty used in a qualified advanced energy manufacturing
project. The Department of the Treasury may award up to
$2.3 billion in tax credits for qualified investments.

32. Advanced nuclear power facilities produc-
tion credit.—The baseline tax system would not allow
credits or deductions for particular activities, invest-
ments, or industries. Instead, it generally would seek to
tax uniformly all returns from investment-like activities.
In contrast, the Tax Code allows a tax credit equal to 1.8
cents times the number of kilowatt hours of electricity pro-
duced at a qualifying advanced nuclear power facility. A
taxpayer may claim no more than $125 million per 1,000
megawatts of capacity. The Department of the Treasury
may allocate up to 6,000 megawatts of credit-eligible ca-
pacity. Any unutilized national capacity limitation shall
be allocated after December 31, 2020, according to priori-
tization rules set forth by statute.

33. Reduced tax rate for nuclear decommission-
ing funds.—The baseline tax system would uniformly
tax all returns to investments and not allow special rates
for particular activities, investments, or industries. In
contrast, the Tax Code provides a special 20 percent tax
rate for investments made by Nuclear Decommissioning
Reserve Funds.

Natural Resources and Environment

34. Expensing of exploration and development
costs, nonfuel minerals.—The baseline tax system
allows the taxpayer to deduct the depreciation of an as-
set according to the decline in its economic value over
time. However, certain capital outlays associated with
exploration and development of nonfuel minerals may
be expensed rather than depreciated over the life of the
asset.

35. Excess of percentage over cost depletion,
nonfuel minerals.—The baseline tax system allows the
taxpayer to deduct the decline in the economic value of
an investment over time. Under current law, however,
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Solar Investment Tax Credit (ITC)

SHARE
Click here for a Fact Sheet covering the basics of the Solar Investment Tax
Credit (ITC).

The solar Investment Tax Credit (ITC) is one of the most important federal policy
mechanisms to support the deployment of solar energy in the United States. SEIA
successfully advocated for a multi-year extension of the credit in 2015, which
provides business certainty to project developers and investors. The ITC continues to
drive growth in the industry and job creation across the country.

Quick facts

« The ITC is a 30 percent tax credit for solar systems on residential (under
Section 25D) and commercial (under Section 48) properties.

o The residential and commercial solar ITC has helped annual solar installation
grow by over 1,600 percent since the ITC was implemented in 2006 - a
compound annual growth rate of 76 percent. (See more solar industry data.)

«  The existence of the ITC through 2021 provides market certainty for companies
to develop long-term investments that drive competition and technological

innovation, which in turn, lowers costs for consumers.

What is the Solar Investment Tax Credit?

The Investment Tax Credit (ITC) is currently a 30 percent federal tax credit claimed
against the tax liability of residential (Section 25D) and commercial and utility
(Section 48) investors in solar energy property. The Section 25D residential ITC
allows the homeowner to apply the credit to his/her personal income taxes. This credit
is used when homeowners purchase solar systems outright and have them installed on
their homes. In the case of the Section 48 credit, the business that installs, develops
and/or finances the project claims the credit.

How does the Solar Investment Tax Credit Work?

A tax credit is a dollar-for-dollar reduction in the income taxes that a person or
company claiming the credit would otherwise pay the federal government. The ITC is
based on the amount of investment in solar property. Both the residential and
commercial ITC are equal to 30 percent of the basis that is invested in eligible
property which have commence construction through 2019. The ITC then steps down
to 26 percent in 2020 and 22 percent in 2021. After 2021, the residential credit will
drop to zero while the commercial and utility credit will drop to a permanent

10 percent



Commercial and utility projects which have commenced construction before
December 31, 2021 may still qualify for the 30, 26 or 22 percent ITC if they are
placed in service before December 31, 2023. The Treasury and IRS are currently
drafting guidance which will inform solar developers of which percentage of ITC they
will qualify for depending on when they started their project

History of the Solar Investment Tax Credit

The Energy Policy Act of 2005 (P.L. 109-58) created a 30 percent ITC for residential
and commercial solar energy systems that applied to projects placed in service
between January 1, 2006 and December 31, 2007. In 2006, the Tax Relief and Health
Care Act (P.L. 109-432) extended these credits for one additional year through
December 31, 2008.

In 2008, the Emergency Economic Stabilization Act (P.L. 110-343) included an
eight-year extension of the residential and commercial ITC, eliminated the monetary
cap for residential solar electric installations and permitted utilities and companies
paying the alternative minimum tax (AMT) to qualify for the credit.

In 2015, the Omnibus Appropriations Act (P.L. 1 14-113) included a multi-year
extension of the residential and commercial ITC described above and changed the
previous “placed-in-service” standard for qualification for the credit to a “commence
construction” standard for projects completed by the end of 2023.

In addition to the commence construction guidance underway at the Treasury and IRS
referenced above, a broader regulatory project is also underway defining what
property qualifies as solar energy property as defined under Section 48. Examples of
property under consideration are energy storage, carports, solar canopies and roofing.

What Will Be the Impact of the Recent ITC Extension?

The ITC has proven to be one of the most important federal policy mechanisms to
incentivize the deployment of both rooftop and utility-scale solar energy in the United
States. As a result of the multi-year extension of the credit enacted in late-2015, solar
prices are expected to continue to fall while installation rates and technological
efficiencies will continue to climb. The ITC is nothing short of a tax policy success
story and we expect this fact to continue to play out over the next several years.

Specifically, we expect the roughly 27 gigawatts of solar energy cumulatively
installed in the US at the end of 2015 to reach nearly 100 GW by the end of 2020.
Moreover, the roughly 210,000 Americans currently employed in solar is expected to
double to 420,000 in the same time period - all this while spurring roughly $140
billion in economic activity. The continued success of the ITC demonstrates that
stable, long-term federal tax incentives can drive economic growth whilie reducing
prices and creating jobs in one of America’s fastest-growing industries.
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Fossil Fuel 'Sup_p‘c';rvt -USA

@ Database Specific
2 Abstract

UNITED STATES: GENERAL METADATA
Data documentation

General notes
The fiscal year in the United States runs from 1 October to 30 September., Following OECD convention, data

are allocated to the ending calendar year so that data covering the period October 2005 to September 2006
are allocated to 2006. States can, however, have a different fiscal year.

Since the United States is a federal country, data collection was also conducted for a sample comprising the
following states: Alaska (AK), California (CA), Colorado (CO), Kentucky (KY), Louisiana (LA), North Dakota
(ND), Oklahoma (OK), Pennsylvania (PA), Texas (TX), West Virginia (WV), and Wyoming (WY).

O Country note

O Sources

= Source
&= Contact person/organisation

o ffs.contact@oecd.org

& Name of collection/source

OECD (2018), OECD Companion to the Inventory of Support Measures for Fossil Fuels 2018, Paris.

= pata Characteristics

™ Date last updated

Apr-19

& Periodicity

Annual
= Power code

Units

™ Unit of measure used

United States dollar

# Concepts & Classifications

™ Key statistical concept

Indicator

PSE: Producer Support Estimate



GSSE: General Services Support Estimate

CSE: Consumer Support Estimate

Stage

EXTRACT: Extraction or mining stage

TRANS: Transportation of fossil fuels (e.g., through pipelines)
REFIN: Refining or processing stage

GENER: Use of fossil fuels in ectricity generation
INDUS: Use of fossil fuels in the industrial sector
END: Other end uses of fossil fuels

Statutory or Formal Incidence

consumption: Direct consumption

returns: Output Returns

income: Enterpﬁse Income

inputs: Cost of Intérmediate Inputs

labour: Labour

land: Land and natural resources

capital: Capital

knowledge: Knowledge

= Other Aspects
™ Other comments
O OQECD Companion to the Inventory of Support Measures for Fossil Fuels 2018

2 Recommended uses and limitations

Users of tax expenditure estimates should bear in mind that the Inventory records tax expenditures as
estimates of revenue that is foregone due to a particular feature of the tax system that reduces or postpones
tax relative to a jurisdiction’s benchmark tax system, to the benefit of fossil fuels. Hence, (i) tax expenditure

estimates could increase either because of greater concessions, relative to the benchmark tax treatment, or



because of a raise in the benchmark itself; (ii) international comparison of tax expenditures could be

misleading, due to country-specific benchmark tax treatments.
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Chapter 380 of the Texas Local Government Code
Riley Fletcher Basic Municipal Law Seminar
Lubbock, Texas
Februwy 24, 2006

What are chapter 380 grants"

Chapter 380 is a reference to chapter 380 of the Texas Local Government Code This
‘chapter of the Texas Local Govetnment Code authorizes Texas mumclpahtles, “both
- home-tule:.and " general law munic provide assistance for economic
development. Texas cities may prov1de monies, loas, city personnel, arid c1ty se€ivices
for promotlon and encouragement of economlc development

What type of assnstance may ._a _,_ity pro de under chapter 380 of the
Local Government Code for economic development" e :

’ Cmes are authorized to provrde for the admnnstratlon of one or more programs,
_including programs for making loans and grants of pubhc money and provxdmg personnel

and services of the mumcrpahty * Nonetheless, the ) programs must serve the’ putpose of
promoting state or local economic development by stlmulatlng busmess and commercial
activity within the city, within the extratemtonal Jurlsdlctlon (or “ETJ”) of the city, or an

area annexed by the c1ty for limited purposes

What constltutes servmg a pubhc purpose"

The Texas Constltutlonal requires all €x end_rmr f mumc1pal funds serve a “public
purpose.”?- ‘Accordingly, expenditures pursuant to chapter 380 programs must also‘serve
“a public purpose. Prior to 1987, Texas citics did not have constitutional authorization to

provide economic assistance to businesses for economic development. In 1987, the.
~ Texas voters approved a constitutional amendment which provided that grants of monies
for economic development may serve a “public purpose.” Atticle III, section 32-aof the
Texas Constitution authorizes “the making of loans and grants of pub11c money .. . for
the public purposes of development and diversification of the economy of the state the
elimination of unemployment or underemployment in the state . ot the development or
expansion of transportation or commerce in the state.” Further, any transaction
providing public momes must contain sufficient controls “to insure that the public

purpose [is] carried out. n

! TeX Loc. Gov'T CODE ANN. § 380.001(a) (as amended by Texas House Bill 918, 79th Legislature,
Regular Session (2005) (effective date May 17, 2005))

2 TEX. CONST. art, III, § 52(a). See also, Texas Mun League Intergovemmental Risk Pool v. Tex. Workers’
Comp. Corm’n, 74 S.W.3d 377, 384 (Tex. 2002) (“A political subdivision’s paying public money is not
gratuitous, within meaning of state constitutional provision prohlbltmg gratuitous payments to individuals,
associations, or corporations, if the political subdivision receives return consideration, ).

* TEX.CONST. art. III, § 52-a.
4 Tex. Att'y Gen. Op. No. JM-1255 (1990) at 89,
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Chapter 380 of the Texas Local Govemment Code
Riley Fletcher Basic Municyml Law Seminar
" Lubbock, Texas '
February 24, 2006

Is there a duratlonal limltation on economlc asslstance provnded under
chapter 380 of the Texas Lo ;Governnient Code" e ,

“en'(IO)"'years chapter 380 of the Local
tion. Consequently, some Texas
ich extend beyond ten 10y years. Whether
iz 'htmtatlon may be controlled by a home~rule crty

Can you abate delinquent taxes under chapter 380 of the Local'
vGovernment Code" o , _ |

Amele I, sectlon 55 ._of the Texas Consututlon provrdes that the legrslature “shall have :
- no.power to release or -tmgulsh orto authonze the releasing or extmgulshmg, in whole

otin part, the,mdebt 88 habrhty of obhgatlon of any cotporation or individual, to this
State or -to- any country or defined subdivision thereof.” Consequently, in.a Texas
_ Attomey General opinion, the Attomey General concluded “section 380. OOI(a) of the

Local. Govemment Code does not authorize a municipality, as- part of an economrc_
.development program to agree to abate a taxpayer s dehnquent taxes

e

‘Can a Clty provide a mumclpal sales tax rebate as a form of chapter 380_
grant" ' : . _

Many CItleS may condmon the graut or loan of public monies based upon estlmated sales
tax revenue generated by the business prospect. In a recent Texas Attomney General -
opinion, the Attorney General considered whether recent leglslatlve changes prevented-
Texas cities from provrdlng chapter 380 grants in the form of a sales tax rebate.” The
Attorney General concluded the “Local Government Code authorizes ‘municipalities to
refund or rebate mummpal sales taxes and otherwise expend public funds for certain
' economic development purposes.”™® Further, the recent legislative change “does not
mvahdate ex1stmg tax rebate contracts, nor does it prohibit municipalities- from executing

‘new ones et

* TEX, TAX CODE ANN., § 3-12._204(a)»(vemon Supp. 2004-05).
S Tex. Att'y Gen. Op. No. LO-95-090 (1995).

7 Tex. Att’y Gen. Op No. GA-0071 (2003).

' Tex, Att’y Gen. Op. No. GA-0137 (2004)at 1.

* Id at4.
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Chapter 380 of the Texas Local Government Code
Riley Fletcher Basic Municipal Law Semmar
Lubbock, Texas
Februaty 24 2006

Can a Clty provuie sectlon | 4A or 4B economic development

c-develop f"

A home-rule mumclpahty may prov1de, publlc money to a séction 4A or s_ec_t_lon 4B..

corporation.) Nonethe jes must be pursuant to a co
Further, the development corporatlon must use the grant ‘money for the “develo L.
~ div ation of the economy: of the state, elimination of unemployment or

underemployment in the’ state, and development and expansmn of commerce m the _

state »il

10 -Tex. Loc. GOV’ TCODE ANN. § 380.002(b).

"M
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Chapter 380 of the. Tacas Local Government Code
Riley Fletcher Bastc Mumczpal Law Semmar
Lubbock, Texas . '
February 24 2006

Chapter 380 of the Texas Local Government Code
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state, and development or expansmn of commerce in the state. The gratts must be in

| created‘ l)y the mumcxpahty under'the Development‘uCorporatlon Act. o_- 1

Chapter 380 of the Texas Local Government Code
Riley Fletcher Basic Municipal Law Seminar
' Lubbock, Texas
February 24 2006

§ 380.002. ECONOMIC DEVELOPMENT GRANTS BY CERTAIN
MUNICIPALITIES L e L

(a) A homefnxle mumc:pahty w1th a ‘populatlon of more tha.n 100 000 _,may create

t from tax on under :

Sectxon 501(c)(3) of that code for the pubhc purposes of development and dlve. ﬁcatlon
of the’ economy of the state eltmmatlcm of unemployment or underemploymf‘ i »":_;the

ﬁlrther‘ ce of those pubhc putposes and shall be used by the recipient as determmed by '
y d. for ms fou *bytheﬁ;.. to be in

5190.6, Vernon's. Texas Civil Statutes), grant public meney to the 6o

development corporation shall use the grant money for the develo
diversification - of the economy of the state, elimination - of unemployment or -

underemployment in the state, and development and expanslon of commerce in the state

(c) . The funds granted by the mumc1pa11ty under. this. sectxon shall be denved from-
any source lawfully available to the municipality under its charter or other law, other than
from the proceeds of bonds or other obhgatlons of the mumclpahty payable from ad,

valorem taxes

Added by Acts 1991 72nd Leg, ch. 16 $ 13 06(a), eff. Aug 26 1991 Amended by |
Acts 1991, 72nd Leg., 1st CS., ch. 4, §25 02, eff. Aug. 22, 1991 Acts 2001, 77th Leg,,

ch. 56, §l eff. Sept. 1,2001.

§ 380.1)03. APPLICATION FOR MATCHING FUNDS FROM FEDERAL

' GOVERN MENT

A mumclpahty may, as an agericy of the state, provxde matchmg funds for a federal -
program that requires local matching funds from a state agency to the extent state
agencles that are eligible decline to participate or do not ﬁllly part1c1pate in the program.

Added by Acts 1995, 74th Leg., ch. 1051, § 1, eff. June 17,1995. -
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Chapter 380 of the Texas Local Government Code
Rtley Fletcher Basic Municipal Law Seminar
Lubbock, Texas
February 24, 2006

*Arﬁcle I, Section 52-a of the Texas Constitution (as amended
November 8, 2005)

Sec 52-a Noththstandmg any other prowsmn of this constitution, the leg:slature
may provxde for the creation of programs and the makmg of loans and grants of public
money, other than ney- othermse dedicated by this constitution to use for a different
purpose; for the public purposes of development and diversification of the economy of
the state, the elimination of unemployment or underemployment in ‘the state, the
-~ stimul 'on of agriculty al mnovatmn, the fostenng of the growth of enterprises based on
agriculture, or the deve opment or expansion of transportatlon or commerce in the state.
Any bonds or other obligations of a county, municipality, or other political subdivision of
the | at are issued for the purpose of making loans or grants in connection with a
uthonzed vy the legislature under this section and that are payable from ad
~ valorem taxes must be approved by a vote of the majority of the reglstered voters of the

‘county, mumclpahty, or polltlcal subdmswn votmg on the issue. A a

ay provision of this constitution. An enablmg law enacted by the leglslature
ntic patlon of the adoptlon of thls amendment is not v01d because of its antlmpatory
character
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Manufacturmg Exemptions />

S 'tes and use tax exemptron/ S are avallable to taxpayers who manufacture fabncate or process :
- tanglbte personal property for sale ' :

! : red for sale as well as taxabte semces performed on a manufactured
o;make tt more marketable o U . :

e exemptio also appltes to tangible personal property that makes a chemlcat, or physrcat change ln
ng’ manufactured and is necessary and essent:a’ nsthe manufa. turing: precess Some

as hand -toels are excluded from the exemptlon A hammer for example is taxabte even |f

fat : 'cat’ ng a product :fer sate L : .

, . > ttems used in manufacturmg |f necessary and essenttal to potlutlon control

. tubncants chemlcals, gases and |lC|Uld$ used in manufacturmg if necessary and essen’aal o
prevent the failure or deterioration of exempt manufacturing equment




gases used at a manufacturing plant to prevent contamination of raw material or product, or to
prevent hazards during manufacturing or while loading or storing products and raw matenals

items that test products during the manufacturing process:
safety apparel and work clothing required by the manufacturing process, if not resold to

employees;
items used in manufacturing if necessary and essential to comply with public health laws and

rules
rtems used in manufacturmg if specufically installed to reduce water use and wastewater flow,

reuse and recycle wastewater or treat wastewater from other sources to replace the use of fresh

' water, .

repairs to items that qualify for a manufacturing exemption
transformers at an electric generatmg facrlrty that lncrease the ‘voltage of electncrty generated for

ultimate sale the cable that carries the electncrty from the generatlng equrpment to the step-up
transfonners and the switches, breakers capacitor banks, regulators relays, reclosers fuses, -
mterruptors, reactors, arrestors, resrstors insulators, instrument transformers and telemetry unrts _

that aré related to the step-up- transformers
transformers that decrease the voltsige of electncrty generated for ultrmate sale and the swrtches :

i r‘breakers capacrtor banks; regulators, relays, reclosers, fuses; mterruptors reactors arrestors, ,
resrstors msulators mstrument transformers and telemetry unlts that are related to the step-down ,

transformers o

' rchemlcals catalysts and other materials used dunng the manufactunng process to produce a

chemrcal or physrcal change to remove lmpuntles or to make the product more marketable and ,

L. semlconductor bncatlon cleanrooms

What is not exempt?

Non-quallfylng machmery, equrpment supplles ancl labor

( he followmg ltems do not qualrfy for the manufactunng exemptlon or refund

mtraplanttransportatlon equrpment such as conveyors prpes forklrfts horsts cranes and'

hydraulic lifts;
‘ mamtenance and jamtonal supplres and equrpment

_machmery, equrpment matenals and supplres used lncldentally in manufactunng,
hand tools

,ofﬁce equr pment and supplnes

equrpment and supplres used i in sales and dlstnbutlon activities;
taxable iterns not used in the actual manufactunng operatlon
taxable rtems used inresearch and development of new products;

taxable items used for transportatron
machinery and equipment used to make items for the manufacturer's use rather than for sale;

electrical wiring, electrical switches and plumbing incorporated into realty;
machinery or equipment used to malntaln or store the product;
tangible personal property used in the transmission or distribution of electricity; and



* items rented or leased for less than one year.

Manufacturing supp‘ort’

Machmery and equipment. used for manufacturing support but not drrectly in the manufa cturing process

generally do not qualrfy for the manufacturing exemptron

| Examples of ‘non-qualifying, taxable manufacturlng support equipment include air condrtlonmg for
: employee comfort, equnpment used to make molds or dies, and equipment used to make other

equrpment that is then used to make a product for sale.

Some |tems,are exempt however, when they are used to power supply, support or regulate
) equrpment f” poll ion control or equrpment that dlrectly changes the product for sale. This category
ctuators steam productlon equrpment and its fuel, m—process ﬂow—through ,

tanks, coollng towers generators heat exchangers transfon'ners (and theswrtches breakers,
,c?acrtor banks regulators, relays, reclosers, fuses, mterrupters reactors arrestors resrstors, ' ‘
(g , '_mstrument transformers and telemetry unlts related to the transforrners) electromc control |

Leased and rented property

, ufactunng' exemptlons do not applyto property leases or rented for less than a year F mancmg
'_,ffhowe e, ar treated as altematlve methods fo ﬁnance the purchase of equrpment Elrgrble
nufactunng equrpment purchased through a ﬁnancmg lease qualrf ies for the exemptmn to the extent =

| tha tax was pard

'4';«-};ontractors and lmprovements to Reatty

Lump-sum contractors

| LSnder a lump-su ‘ contract for new constructron, nerther the contractor nor the manufacturer canclaim
a efund-"for tax paldv on mstalled machrnery or equrpment Under a lump-sum contract for remodelmg, |
'however a manufacturer can get a refund of tax pald on quallfymg equipment. -

Separated contractors

vUndera separated contract machmery and equrpment mstalled as an |mprovement to realty qualn"es
for exemption if identified separately from any nonquallfymg matenals :

' lmprcvements to realty

Generally, real property lmprovements do not quallfy fora manufactunng exemptlon or refund
Machrnery and equipment as well as their repalr and replacement parts can qualrfy however, if bemg ,

affixed to realty does not change their separate identity. When machinery or equipment becomes an
improvement to realty, labor to install or repair the item does not qualify for exemption.




Wrapping and Packaging Machinery

Wrapping and packaging machinery and equipment will qualify for the exemption when used bya _
manufacturer to box, label, fasten, cover or hold the product together for sale.

Since they are not considered manufacturers, retailers, wholesalers, produce shippers and
repackagers cannot claim this exemption because they are not changing the physical or chemical

attributes of the product but simply rjepackaging itfor sale.

D‘iverge‘nt USe |

: A manufacturer may use quallfylng manufactunng equrpment for purposes other than manufactunng for
| sale For example a pnntrng company may use the reproductlon equrpment to copy ofﬁce records .
s Even though drvergent use occurs, the manufacturer canissue a valld exemptron for qualrfymg
| equrpment But the manufacturer must pay tax on the non-exempt use of the equrpment

'for equrpment purchased four or more years ago, there s no tax on drvergent use
: j For equrpment purchased Iess than four years ago tax is. based upon the proportron of drvergent use,
calculated ona monthly basis. : .

, -.if_,lf drvergent use dunng a month is Iess than 5 percent ofthe total, no tax is due. tf the percentage of
; .{f‘,.dlvergent use is 5 percent or more the taxis calculated usmg the formula S .

' ,::‘ftax = 1/48 of purchase pnce X percent dlvergent use X tax rate appllcable at trme of purchase o |
The percent of dlvergent use is measured elmer in hours or by output, usmg these fom,was

- »Vjpercent dwergent use = total drvergent use hours of operatron inthe month + total heurs of operatron '
B Ldunng the month : : : o

percent drvergent use = total output durmg dlvergent use in the month + total output dunng the entire ..
'v'Speclfrc Exemptlons for Certam Manufacturers

R Besrdes the exempttons avallable to all manufacturers addrtronal exemptlons are avarlable for certaln ,

classes of manufacturers

Prmters and newspaper publrshers can claiman exemptron for pre-press machinery, equrpment and
'supplres The exemption covers items such as computers, cameras, film, film developing chemicals,
veloxes, plate-makmg machinery, plate metal, litho negatives, color separatronnegatrves productlon
: art work, and typesettmg or composrtron proofs that are necessary and essentral to, and used in

connectron wrth the pnntmg process.



A production company can claim exemption from sales or use tax on the purchase and rental of certain
items necessary and essential to, and used or consumed directly in, the production of motion pictures
and recordings (both video and audio) that are sold, licensed, distributed, broadcast or otherwise
exhibited. Qualifying items include tangible personal property that becomes a component part of the
qualifying motion picture, recording or broadcast; cameras, film and film developing chemicals; lights,
props, sets, teleprompters microphones, digital equipment, special effects equipment and supplies,

* and audio or video routmg switchers located in a studio; and certain services and other equipment
used in the production. This particular exemption also applies to the production of cable, radio, or

B telev:smn programs.

A semlconductor manufacturer can claim exemptlon on fabncatlon cleanrooms and equrpment
Qualn‘ymg ltems lnclude all tanglble personal property used in connection with the manufactunng,
- processmg or fabncatlon of semlconductors ina cleanroom enwronment A quallfymg item canbe
- afﬁxed toor mcorporated lnto realty, and does not have to be actually in the cleanroom The exemption -
rs such ltems as mtegrated systems fixtures and plpmg, property necessary or adapted to reduce :
( \ontammatlon orto control alrllow, temperature humudlty, chemrcal punty or other environmental |
A condltlons or manufactunng tolerances and productlon equlpment and machmery Also quallfymg are
‘,,movable cleanroom partltlcns and cleanroom llghtmg, although the exemptlon does not extend tothe

‘..J’.bulldlng (orits pen'nanent nonremovable components) that houses the cleanroom

e

f 94-124
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m process, or stored goods in trans:t To qu
vcntena ER

T o purposes by the person who acqunred or :mported it,

' 3 Transported out of state wnthm 175 days aftEr the date the person acqmred at or
lmported it, into the State of Texas. SR

vO‘iI, natural gas, and other petroleum products were excluded from eligibility of the
~ exemption and remain taxable.




The application and qualification process is very simple and straightforward. The
amount of freeport tax exemption for goods received each year is based on the
percentage of qualified freeport goods sold in the previous calendar year. A one page.
application must be filed with the appraisal district of the county where the goods are
located and requests that a company provide information to identify qualified freeport
good sold in the previous calendar year. The application must be filed between january
1St and May 1 of each tax year. A late application may be accepted up until roll
certiv-ﬁcat‘i-on subject to a 10% penalty. Most appraisal districts require documentation
be submitted to prove the goods do qualify for the exemption. Companies rely on
internal sales reports, customer lists, financial statements etc to meet documentation
requirements. The‘ability to tra.c_i< the goods from acquisition,to'd‘isposition or snipment
out of state is very impor‘tant. ' o ' -

For example, a company Wthh manufactures oilfield equipment has an mventory value
of $2 000,000 and shipped 70% of their product out of state within 175 days in the
prevuous year would réceive an exemption on inventory of 70% for the tax year with
iunsdlctions that allow the freeport exemption. If the cumulative tax rate for those :
junsdrctions was 2% the resulting savings would be $28,000. ' '

If you manufacture, store, sell or distribute goods in Texas and ship out of state you
should- take advantage of this exemption and take advantage of the signiﬁcant saw ngs

If the application or documentation process seems daunting or time. Is an Issue '
Assessment Adwsors can help Qur agents have over 20 years experlence deailng with -

: -freeport exemptions and inventory valuation issues

" Recent Posts.
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Chapter 313: Attracting Jobs and Investment State Law Aims at

Local Development

by Olga Garza and Annet Nalukwago Published April 2016

The 2001 Legislature’s: often called "Chapter 313" for its position
in the Texas Tax Code, allows public school districts to offer tax incentives for businesses that invest
in their communities.

The Chapter 313 incentive is designed
to attract new businesses by offering
them a 10-year limitation on their
appraised property value for a portion
of the school district property tax. In
exchange for the value limitation, the
business agrees to build or install new
property and create jobs in the school
district.

Most of the local tax revenue the school
district forgoes under Chapter 313 is
replaced with state funding. Thus the
act uses state revenue to promote local
economic development.

Chapter 313 was prompted by a growing sentiment among the state’s leaders that Texas was becoming
less attractive to businesses due to better economic development incentives offered by other states. In
2001, Texas legislators argued it was difficult to entice companies such as Intel and Boeing without

competitive property tax incentives.

Over the years, Chapter 313 incentives have been credited with helping to bring a Toyota truck plant to
San Antonio and a Samsung semiconductor facility to Austin.

The program isn’t without its critics. In 2015, Governor Greg Abbott vetoed legislation to expand Chapter
313 incentives to projects involving multiple, contiguous school districts. The governor’s veto stated that,
“While the program may sometimes have a positive impact on local economic development, serious
concerns exist about its oversight, its transparency, and its value to the taxpayers.”

Opponents argue that Chapter 313 produces questionable returns for its investment of tax dollars, with
incentives going to businesses that might have established themselves in Texas in any case.

Yet the program has proven popular with legislators. Originally set to expire in 2007, Chapter 313 has
been extended three times, with a current expiration date of December 31, 2022.



How Chapter 313 Works

An appraised value limitation is an agreement between a taxpayer and a school district in which the
taxpayer proposes to build or install property — and create jobs meeting certain requirements — in
exchange for a 10-year limitation on the taxpayer’s property value for tax purposes.

For the term of the limitation agreement, the maintenance and operations portion of the property tax
isn’t levied on property value in excess of the limitation amount. The property remains fully taxable for
the other portion of local property taxes, the interest and sinking tax.

Chapter 313 limitation amounts are set in state law and vary from $10 million to $100 million in property
value. Companies seeking the limitation must submit an application and fee to the school district in
which the project will be located.

While Chapter 313 tax limitation agreements are made between individual companies and school
districts, the Legislature has charged the Comptroller’s office with several duties related to them. Since
2013, the agency has been required to determine whether a proposed project is reasonably likely to
generate, within 25 years, enough state taxes and local M&O tax revenue to offset the tax losses due to
the limitation agreement. It also must find that the tax limitation is a determining factor in the
applicant’s decision to invest and build in Texas, School districts cannot enter into Chapter 313
agreements without Comptroller certification.

Under current law, industries eligible for Chapter 313 school property tax limitation include:

« manufacturing

+ research and development

o clean coal and other clean energy projects
* renewable electricity generation

* nuclear energy

» computer data centers
» “Texas priority projects” — those with a qualified investment commitment of more than $1 billion

To be eligible for the tax limitation, a business must create a minimum of 25 “qualifying” jobs in non-
rural school districts and 10 qualifying jobs in rural school districts. The statute allows this minimum
number of jobs to be waived in certain circumstances, however, and more than half of applicants in fact

receive such waivers.

Qualifying jobs must provide certain healthcare benefits, offer the employee at least 1,600 hours of work
per year and pay at least 110 percent of the average manufacturing wage for the county or the Council of
Governments region in which the district is situated. The average wage of any other jobs created must
exceed the county average wage for jobs in all industries.

Property Requirements

To qualify for a Chapter 313 property tax limitation, companies are required to make a minimum
qualifying investment in the school district in which they seek to locate, varying from $1 million to $100
million (Exhibits 1 and 2). Minimum property value limitations they can receive in return vary from $10



million to $100 million, depending on the school district’s taxable property values and whether it is
considered a rural or non-rural district.

EXHIBIT 1: NON-RURAL SCHOOL DISTRICT PROPERTY INVESTMENT AND TAX LIMITATION AMOUNTS

Taxable Value of All School District Prop

erty Minimum Qualified Investment Minimum Tax Limitation Amount
$10 billion or more $100 million $100 million

$1 billion or more, but less than $10 billi $80 million $80 million

on

$500 million or more, but less than $1 bi $60 million $60 million

llion

$100 million or more, but less than $500 $40 million $40 million

million

Less than $100 million $20 million $20 million

Sources: Texas Tax Code and Texas Comptroller of Public Accounts

EXHIBIT 2: RURAL SCHOOL DISTRICT PROPERTY INVESTMENT AND TAY LIMITATION AMOUNTS

Taxable Value of All School District Prop

erty Minimum Qualified Investment Required Minimum Tax Limitation Amount
$200 million or more $30 million $30 million

$90 million or more, but less than $200 $20 million $25 miilion

‘million

$1 million or more, but less than $90 mil $10 million $20 million

lion

$100,000 or more, but less than $1 millio $5 million $15 million

n

Less than $100,000 $1 million $10 million

Sources: Texas Tax Code and Texas Comptroller of Public Accounts

Current Agreements: Investments

A 2015 Comptroller report to the Legislature assessed the progress of 259 Chapter 313 agreements. These
agreements represented an estimated total investment of about $123 billion through the entire length of
the agreements, and reported investments of about $59 billion through 2013 (Exhibit 3).

EXHIBIT 3: CURRENT TAX LIMITATION AGREEMENTS PROJECTS AND INVESTMENTS

Estimated Total Investment fo Reported Investment through
Category Total Active Agreements r Length of Agreement 2013
Manufacturing 116 $93,464,080,000 $42,877,117,000
Research and Development 4 $835,587,000 $835,587,000
Renewable Electric Power Ge 127 $24,486,016,000 $15,249,763,000
neration (Wind)
Renewable Electric Power Ge 8 $1,342,214,000 $548,988,000
neration (Other)
Electric Power Generation (in 1 $2,848,414,000 $0
tegrated Gasification Combin
ed Cycle)




Nuclear Electric Power Gener 2 $0 $0
ation
Total 259 $122,976,311,000 $59,511,455,000

Note: Other eligible categories have no active projects at this time.

Source: Texas Comptroller of Public Accounts

Current Agreements: Job Creation and Salaries

Manufacturing projects are by far the most important Cha
accounting for 9o percent of the qualifying jobs created th

pter 313 projects in terms of job creation,
rough 2013 (Exhibit 4).

EXHIBIT 4: JOB CREATION AND ACTIVE AGREEMENTS BY INDUSTRY, 2043-2013

Percentage Share of Job Cre

Project Type Number of Active Projects ation Share of Active Projects

Manufacturing 116 90% 45%

Research and Development 4 1% 2%

Renewable (Wind) 127 9% 49%

Renewable (Other) 9 0% 3%

Electric Power Generation (In 1 0% 0%

tegrated Gasification Combin

ed Cycle)

Nuclear 2 0% 1%
Source: Texas Comptroller of Public Accounts
From 2003 through 2013, Chapter 313 applicants executed agreements to create a total of 4,903
qualifying manufacturing jobs with their projects. By 2013, they had greatly exceeded this figure,
creating a cumulative total of 8,013 qualifying jobs in manufacturing (Exhibit 5).

EXHIBIT 2 CHAPTER 313 MANUFACTURING PROJECTS, 2003-2013 CUMULATIVE HUMBER OF JOBS
COMBITTED VERSUS ACTUAL JOBS CREATED

Jobs 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013

Number 10 26 2,107 2,191 2,561 2,917 3,038 3,332 3,623 4,170 4,903

of qualif .

ying job

S promi

sed

Number 54 60 662 2,267 2,921 3,355 3,328 5,147 6,300 6.585 8,013

of qualif

ying job

s actual

ly creat

ed

Number 54 60 671 2,276 3,024 3,529 3,493 5,281 6,575 6,802 8,308

of all ne

w jobs

created

Source: Texas Comptroller of Public Accounts

In 2013, the average wage for qualifying jobs created b
less than the statewide manufacturing average of $68

y Chapter 313 projects was $59,451, substantially
,904 (Exhibit 6).




Again, though, wages for qualifying jobs under Chapter 313 are determined by the average for
manufacturing jobs in the specific county or region at the time of the application, and these areas may
pay lower wages than the statewide average. The program, moreover, doesn’t require companies with

agreements to raise wages during the length of the tax limitation. Furthermore,
added a provision allowing projects creating more than 1,000 jobs to pay wages
the county average wage for all jobs, rather than manufacturing jobs only. Thes

gap between average Chapter 313 wages and the state average.

EXHIBIT 6: AVERAGE WAGES, CHAPTER 313 JOBS VS. STATE AVERAGE FOR MANUFACTUR

the 2009 Legislature
equal to or higher than
e factors may explain the

ING, 2007-2013

Jobs 2007 2008 2009 2010 2011 2012 2013
Chapter 313* $54,593 $55,767 $56,796 $52,506 $56,120 $0,685 $59,451
Manufacturin 60,040 60,489 60,350 63,253 66,017 68,517 68,904
g, State

*Note: Agreement holders submit jobs data for publication in the Biennial Pr

Source: Texas Comptroller of Public Accounts and Economic Modeling Specialists Intl,

Reduction in Taxable Values

From 2003 to 2013,

ogress Report for the Texas Economic Development Act.

the total taxable property value for Chapter 313 projects, without tax limitations,

rose from about $157 million to about $23 billion. Chapter 313 tax agreements reduced the total taxable
property value to about $5 billion in 2013 (Exhibit 7).

EXHIBIT 7: CHAPTER 313 PROJECTS TAXABLE FROPERTY VALUES 2003-2013

Taxable Property Value Without Tax Limi Taxable Property Value With Tax Limitati
Tax Year tation on
2003 $156,904,000 $156,904,000
2004 $427,130,000 $427,130,000
2005 $933,392,000 $570,405,000
2006 $1,966,874,000 $1,170,245,000
2007 $4,398,191,000 $2,253,999,000
2008 $7,989,625,000 $3,783,722,000
2009 $12,726,138,000 $6,043,803,000
2010 $14,712,862,000 $3,511,411,000
201 $16,781,608,000 $2,878,658,000
2012 $19,148,488,000 $2,884,727,000
2013 $23,126,254,000 $5,362,144,000

Source: Texas Tax Code and Texas Comptroller of Public Accounts

These tax limitations provided companies with gross tax benefits of $815 million in the same period

(Exhibit 8).

EXHIBIT 8: GROSS TAX BENEFIT DUE TO CHAPTER 313 PROJECTS, 2003 - 2613
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Fu 2004 ’ 235 2006 20307 25308 200

Millions of Deitars

2011 202

Source: Texas Comptroller of Public Accounts

Unpredictability

Interest in Chapter 313 continues, with 52 applications received in 2014 and 68 in 2015. Yet so do
concerns about the way in which its tax limitations are structured.,

The statutory purpose of Chapter 313 is to encourage businesses to invest in Texas and create relatively
high-paying new jobs. Proponents of the program assert that providing an early tax incentive to capital-
intensive projects ultimately benefits local economies with an increased tax base at the end of the tax

limitation period.

One bill introduced in the 2015 legislative session would have amended the Texas Economic
Development Act to reclaim the foregone property tax revenue if the market value of the property
declines by 20 percent or more during the tax limitation period.

While this provision didn’t become law, it highlights a continuing difficulty posed by Chapter 313.

As noted above, state law requires the Comptroller’s office to determine whether a proposed Chapter 313
project is reasonably likely to generate enough tax revenue to offset the loss due to the tax limitation
within 25 years. Yet economic projections over such a long period are uncertain at best. Economic
conditions change; companies and industries rise and fall. Some Chapter 313 projects fail to produce the
predicted rise in property values.

Among the 13 projects with tax limitations that ended from 2013 to 2015, actual market values in the last
year of the limitation period ranged from 28 percent to 125 percent of the initial market value. While
most were within 20 percent of their initial projections, the wide range of values shows the volatility of
'assumptions made about as-yet-unbuilt projects.

This unpredictability poses an ongoing challenge in assessing the value of Chapter 313. FN

To learn more about.the Chapter 313 program, search for “Chapter 313" at the top of the page.






Introduction

In 2001, the Texas Legislature established the Texas Economic Development Act, often called “Chapter 313 for its place in
the Texas Tax Code. The Chapter 313 program allows public school districts to offer tax incentives to businesses that make
large capital investments and create jobs in Texas communities. The Texas Comptroller of Public Accounts (CPA) administers
this program, devoting over 16,000 hours of staff time annually. Chapter 313 is currendy set to expire Dec. 31, 2022.

In 2017, there were 311 active agreements and of those, 45 percent were manufacturing and 53 percent were for renewable
energy projects. In the 2019 report, there are 383 active agreements, 42 percent are manufacturing and 57 percent are for
renewable energy projects. There are 4 research and development projects in both reports.

The Chaprer 313 program continues to grow — CPA received in 2016 44 new applications; in 2017 68 new applications; and
in 2018 90 new applications.

This report contains information on each of the 383 active agreements made under this chapter as well as aggregate data
from these agreements. The information submitted herein is in compliance with Texas Tax Code, Chapter 313.032.

Texas Comptroller of Public Accounts <+ January 2019



Fort Stockton ISD

Application #
Name of school district
Name of CAD appraising the qualified property

Name of company/companies entering into original limitation agreement
Name(s) of current agreement-holder(s)

NAICS code

Statutory eligibility category [313.024(b))

Date limitation agreemént executed

First complete year of qualifying time period

Firstyear of 8-year limitation period

Number of qualifying jobs applicant committed to create on application
Number of qualifying jobs applicant created through 2017
Number of new jobs created through 2017

Median wage for new jobs in 2017 (in dollars)

Total wages of all new jobs total in 2017 (in dollars)

Year in-which first new jobs (were/will be) created

Limitation amount (in dollars)

Total qualified investment proposed.on application (in dollars)
dualiﬁed investment reported through 2017 (in dollars)

Estimated total investment for length of agreement (in dollars}

2017-market value of qualified property as reported by company (in dollars)

Total property tax (M&0and 1&S) in 2017-:if no limitation (in dollars)

Total property tax (M&0 and 1&S) in 2017--with limitation (in dolars)

135

Fort Stockton 1SD

Pecos

SandRidge Energy, Inc.

OXY USA Inc;
onGathering Co

325120
Maﬁufacturing
12/22/2008
2009
201
16
0
0
0
0
2009
20,000,000
229,375,600
53,691,272
30,905,559
10,412,280

130,518

119,574

%, LLC

Texas Comptroller of Public Accounts < January 2019
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Fort Stockton ISD

Application #

Name of school district

Name of CAD appraising the qualified property

Name of company/companies entering into original limitation agreement
Name(s) of current agreement-holder(s)

NAICS code

Statutory eligibility category [313.024(b))

Datelimitation agreement executed

First complete year of qualifying time period

First year of 8-year limitation period

Number of qualifying jobs applicant committed to create on application
Number of qualifying jobs applicant created through 2017

Number of new jobs created through 2017

Median wage for new jobs in 2017 (in dollars)

Total wages of all new jobs total in 2017 (in dollars)

Year in which first new jobs (were/will be) created

Limitation.amount (in dollars)

Total qualified investment proposed on application {in dollars)
Qualified investment reported through 2017 (in dollars)

Estimated total investment for fength of agreement (in dollars)

2017 market value of qualified property as-reported by company (in dollars)
Total property tax (M&O0 and I&S) in 2017--if no limitation (in dollars)

Total property tax (M&0 and 1&S) in 2017--with limitation (in dollars)

Fort Stockton I1SD
Pecos

SandRidge Energy, inc.

325120

Manufacturing
12/22/2008
2009
2011
35
16
16
89,800
919,600
2009
20,000,000
522,000,000
842,616,200
842,616,200

265,076,760

3,322,737

659,887

16

January 2019 -+ Texas Comptroller of Public Accounts
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\ LOUISIANA.

expenditures R
ENTERPRISE ZONE PROGRAM
Provides a one-time $2,500 tax credit
per certified het new job. and eithera-’
4% sales/use tax rebate on qualifying
expenses or an investment tax credit

equal to 1.5% of capital experiditures,

mpled items

excluding tax-exe

Provides a 100% property tax
abatement for up to 10 years on
manufacturer’s qualifying capital
investments '

| Find Out More.

Custom-Fit Opportunity,

tives to help your bu
less application proce

INDUSTRIAL TA)’E""E*'E’MF"?!O& |

our business a competitive sdge? Pl T
§i_hess.th;iye. Louisiana Economic Develppm_fe_nt'; team of -
ss to help you det'er'mihqydu'r company’s eligibility, -

Provides workforce fecruitment,

screening and training to eligible new

and expanding Louisiana companies at -
Checost T

PICTURE
IN 'OR TAX CREDIT
Provides a'tax.credit of 30% on -
qualified production expenditures <
and an additional 5% tax credit for
Louisiana resident labor expenditures
NUSICAL AND THEATRICAL
PRODUCTION TAX INCENTIVE
Provides a tax credit of up to 36% on
qualified production or infrastricture
development expenditures; additional

credits available for payroll and

transportation expenditures

QUALITY JoBS '
Provides a 5% o 6% rebate on
annual payroll expenses for up to 10
years and either a 4% sales/use tax
rebate on capital expenditures or an -

. Investment tax credit equal to 1.5% of

qualifying expenses

SOUND RECORDING

INVESTOR TAX CREDIT =~
Provides a 25% refundable tax credit -
on qualified expenditures for sound - -
recording productions L

TECHNOLOGY

COMMERCIALIZATION

 CREDIT AND J0BS PROGRAM
-~ Provides a'40% refundable tax

credit on costs related fo the
commercialization of Louisiana :
technology and a 6% payroll rebate for
the creation of new direct jobs

i LOUISIANA
I IECONOMIC
DEVELOPMENT




LOUISIANA.
Custom-Fit Opportunity.

, moteeconomrc development by creating we - )

y paymg jObS

Beneﬁts S S Prowdes a 5 percent or. 6 percent cash rebate of annual gross payroll for new, dlrect jobs for an imtial
PR - five=year term with an optlon for a ﬁve-year renewal It can dlso provrde a4 percent sales/use tax
' rebiate on capltal expend' es or a-1.5.pere nt investrnent tax credit for qualrfied expenses.
Eligibiity R B The program is open to bus eéses that.
' R ' s arein Bioscience, manufacturing, software, environmental technology. food technology, advanced
matenals oroil and gas fueld servrce :
" OR - , i : .
. have at least 50 percent of annual sales out-of state and/or to m-state customers or buyers if the
product or service is resold by the purd1aser to an out-of-state customer or buyer or to the federal '
_ ' R government - -
) - OR :
( o * are located in-.an area desugnated by LED asa distressed reglon
Process 1. Submit Advance Notification with fee either 4 LED reviews_ application and submits it to the
- on LED' website or by majl. then begln o Board of Commerce and Industry. :
the project b lfapproved the Board i issues. oontract
2. File foran Unemployment Insurance ID number through LED. ©
with the Louisiana Workforce Commussaon 6. Submit Project Completion Repor_‘t o LE_D. '
3. Complete the application on LEDs websiteand 7. File for annual payroll rebate with LED,
submit any required addendum matenal toLED
for review.
Additional information The LED team is ready 16 assist you with Frank Favaloro Becky Lambert
the application process. For more information, Program Administrator Program Administrator

225.342.5402 225.342.6070
beckylambert@lagov

FAQs and help with your application, visit
OpportunityLoulisiana.com/Quality-Jobs. ffavaloro@la.gov




AN

operating facilities in Louisiana to establish or continue research ‘and development activities within .th}e_»staté;f B |

'LOUISIANA.
Custom-Fit Opportunity,

That’s the goal of the Research & Development Tax Credit, which encourages existing businesses with

 cap-and no minimum spending reqdifement. Businesses can also receive yp to a 40 pe(c'er'-‘f't-’téxv credit
under the fallowing programs: Small Business Innovation Research Grant (SBIR) and/or Small Busin
Technology Transfer (STTR). o _ o ' A T

Benefits Provides up fo a40 péfcent tax credit on dualiﬁéd re_seairdv expenditures incurred in Louisiana - with n&' S

Elgbilty =~ . The program is open to businesses that have incurred research and'developr'r_lént’é}pg;iditgr_é§' in
- Louisiana and mieet certain requirements. Onily research and development conductéd in Louisiana

%

qualifies for the tax credif incentive.

Qualified research , * Wages, subject to withholding, paid to * Supplies used in the conduct of research -
expenses may include: Louisiana resident employees who perform and development '
v ' services engaged iri research, supérvising : * 65 percent of contract research expenses
research or supporting research - incurred in Louisiana
Process o 1. Complete the application on LED's website 4. If approved, business files or amends
' and submit the fee and additional required state income tax return and claims the
documentation for type of business either tax credits. . : _
‘online or by mall. 5, Louisiana Department of Reveriue - ‘
2. LED reviews application,  issues refund once all state liabilities-have ...
3. Business nofified of approval or denial and been resolved. '

Louisiana Department of Revenue is notified,

Shamelda Pete Eric Burton

Program Administrator Program Administrator
shamelda.pete@lagov  erichurton @la.goy
2253425340

The LED team is ready to assist you with

the application process. For more information,
FAQs and help with your application, visit
OpportunityLoulsiana.com/Research-and- 225,342,534 1
Development

Additional information




LOUISIANA.

Custom Frt Opportumty

Iorem Tax Exemptron Program (ITEP) offers en attractrve tax incentive for manufacturers within |

Lourslana The p ogram abates local property taxes (Ad Valorem) ona manufacturers new mvestment and annual

: Provrdes a 100 percent property tax abatement for an rmtlal frve-year term wrth an optron for a flve-year

renewal on manufacturer’s quahfying caprtal Investments.

The: program is opeiito busrnesses cIassrfred asa manufacturer or related fo the pro;ect or the
marnufacturer. For specific elrgrbihty requirements. contact the Program Adminlstrator orvisit

OpportumtyLoursrana.com/ mER -

. Submrt Advanoe Notn‘mtron with fee erlher

on: LED’s website or by mall. and then begln the
project (if project is $5 milfion or less and will
take less than 18 months to complete, skip to
step 3). '

2. File for Lovisiana Unemptoy'ment 1D number

" (i business does not have one) with the =
Louisiana Worldorce Commissron to receive
- NAICS code.

3. Complete the application on LED's website and
submit any required addendum material toLED
for review.
LED reviews application and submits it to the
Board of Commerce and Industry.
5. If approved, the Board issues contract
through LED. ‘
6. Submit Project Completion Report and
Affidavit of Finel Cost to LED,
7. Submit Annual Report to LED.

e

Additional information :

The LED team is ready to assist you with :
‘the applicati‘on‘ process. For more irformation,
FAQs and help with your application, visit
OpportunityLoulsiana.com/ITEP.

Lori Weber

Program Administrator

loriweber@lagov
225342.6442




LOUISIANA. |
Custom-Fit Opportunity.

.

How can Loulsiana give your business a competitive edge?

Equal opportunity defines the Enterprise Zone (E2) program. The EZ program provides Louisiana inco-me.gnd o -

 from one of four fargefed groups

franchise tax credits to a business creating new jobs within the state, and hiring at least 50 pereent of § S W

/jobs

Providéfsba one-time $2,600 job tax credit for each permanent net, new job cre_afedf and g

4 percent rebate of sales and use taxes paid on materials, machiniery, furnityre and é_q,uipm_énf'
) .puv‘rche_lsed;' or alb pérqgn,t refundable inyeétment tax credit __:on the cap’ital inv'é_s,tﬁéﬁt’ .
Eligibility THe program is open to most Louisiana businesses that create permanent, net new ful-time jobsand - -
: fill 50 percent of those jobs with employees who meet one or more of the certification requirg ents:: . -

. ‘Enterprise Zone residency, public assistance; lacking basic skills and/or unemployable by traditiona
staridards, Retail businesses with a NAICS of 44 0r 45 Who’_employ more than. 100 employees
nationwide, including affliates, are only eligible to participate in the Entefprise‘;Zone'prdgram if they are -
agrocery store or pharmacy located in an ertlerprise zone, S E B

Process R 1. Submit Advance Notification with fee eithar 8. LED reviews application and submits it to the
on LED's website or by mail, then begin project Board of Commerce and Ihdus'try v
2, Apply’ for local benefits with local 6. If approved, the Board issijes contract
governing authority, through LED. -
3. File for a Sales Tax Registration Certificate 7. Submit Project Completion Report and
 with the Louisiana Department of Revenue Affidavit of Final Cost to LED, o
and an Unemployment Insurance 1D number ~ 8 File for sales and use tax rebate or refundable
with the Louisiana Workforce Commission. investment tax credit with the Louisiana
4. Complete the application on LED's website Departm_ent of Revenue, S
and submit any required addendum material 9. File Employee Certification Report with LED,
to LED for review within 90 days after ' B
project completion,
Additional information The LED team is ready to assist you with Roshonda Hanible Joyce Metoyer
the application process. For more information,  roshonda.hanible@lagov joycemetoyer@la.gov
225.342,5382 226.342.0485

FAQs and help with your application, visit
OpportunityLouisiana.com/ Enterprise-Zone.




\l.oulslana tech
< The Ted nology Co

LOUISIANA.
Custom-Fit Opportunity.

' 'folo_gy, Loul;lana Jobs. - |
mmerc&ahzat:on Tax Credit provides credtt for compames that mvest in the commercuahzatton of

Lowsuana technology and create new, dlrect jobs. -

| Provudes a 40 percent refundabletax credlt for indivduals or busmesses that invest in the commerciallzatton of

Lduisiana technology and 8 6 percent payroll rebate for the creatlon of hew, direct jobs :

- Eigibiiyy

The program is open to mdwnduals or busi nesses that mvest in‘the commermahzatuon of Lounsnana

» 'technology The technology must be created 'by a Lounsuana busmess and researched by a Loussxana
. univeérsity or college through a licensing agreement

1. Complete the eligibility application-and submit the
fee and all additional documentation either on -

. LED‘s website or by mail.

2,'LED reviews the application and requtred
documentation,

'3_, The busmess will be notified of the approval or

denial and Louisiana Department of Revenue will
be notlﬁed
4, if approved, the buisiness completes a Technology
- Commercialization application to LED for- credits.

5. The business is nofified of the amount of tax »

 credits awarded and the Louisiana Department of

Revenue is notifi ed v
6. The bus1ness amends the Louisiana erartrnent ,

- of Revenue tax retum to apply the credits.

7. The Lovisiana Department of Revenue Issues

the refund once all Louisiana liabilties have

Additional information

The LED team is ready to assist you with
the application process, For more information,
FAQs and help with your application, visit
OpportunityLouisiana.com/Technology-
Commercialization. ' .

Shamelda Pete
Program Administrator

- shameldapete@la.gov

225,342.5341




LOUISIANA.
Custom-Fit Opportunity,

reservation of r 'jlghberhoeds andthe revltallza‘ on of ,
¢ .encouraged ,o.enhance exrstmg stru-, res torecelve substantlal tax sa ing$.
tion Tax Abatement Program, property taxes can be- abated on the restoration, i lmprovement, deve P _en
vexpansron of an exnstlng structure located ina qualrfymg dlstnct for five years with a flve-year renewal op on, .

Benefits , Prowdes flve-year property tax abatement wrth an optlon for a five-year renewal for the ‘rehabil "

of exlstmg commercial structures: and owner-occupied res:dences based on assessed valu
property prlor to begmnmg of rmprovements o U R
Eligibility = : The mcentlve is: open to all Lowstana busmesses and homeowners with exrstmg commercaal structure" a
' ‘ and owner-occupled residences to be expanded restored, improved or developed in quallfymg |
: downtown development districts, economic development districts and h:stonc drstncts, and appro
, the local govemmg authonty : : N
Process 1. Submit Advance Notlf ication with fee either 4 Board of Commeroe and lndustry rewews
.onLEDS wesbrte or by mail, and then application,
begin the project. 5. If approved, the state executes contracts and ‘
2. Complete the appllcatlon and submitthe fee . mails to the appllcant, assessor, local govemlng‘
and all required documentation either online or - body and others, as required.
by mail for LED review, 6. - Subrnit a Project Completion Report to LED
8. Local govering auithority approves appiication, three months after completion and an Affidayit
S : o - of Final Cost to LED six moriths after completion,
Additional information ‘The LED team is ready to assist you with Becky Lambert
. the application process. For more information, Program Administrator
225.342,6070

FAQs and help with your application, visit
Opportunltyl.oulslana.oom/Restoratlon- becky.lambert@la.gov

Tax-Abatement.
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About UNEP

The United Nations Environment Programme (UNEP) is the overall coordinating environmental
organization of the United Nations system. Its mission is to provide leadership and encourage
partnerships in caring for the environment by inspiring, informing and enabling nations and people
to improve their quality of life without compromising that of future generations.

About GEI Www.unep.org/greeneconom
The Green Economy Initiative (GEl) is designed to assist governments in “greening” their economies
by reshaping and refocusing policies, investments and spending towards a range of sectors, such as
clean technologies, renewable energies, water services, green transportation, waste management,
green buildings and sustainable agriculture and forests,

Greening the economy refers to the process of reconfiguring businesses and infrastructure to deliver
better returns on natural, human and economic capital investments, while at the same time
reducing greenhouse gas emissions, extracting and using less natural resources, creating less waste
and reducing social disparities.

Initially envisioned as a two-year project, the GEI has been expanded to include a number of related
UNEP and UN-wide initiatives focused on providing macroeconomic evidence for significantly
increasing investments in the environment as a means of promoting sustainable economic growth,
decent job creation, and poverty reduction.

About this Update

This update report was completed under the overall direction of Pavan Sukhdev, project leader of
the Green Economy Initiative (GEIl), with research inputs from Nick Robins, Head of HSBC Climate
Change Centre. The update was coordinated at UNEP by Derek Eaton with inputs from Fatma Ben
Fadhl, Nicolas Bertrand, Karin Bieri, Moustapha Kamal Gueye, Anna lturrizza, Fulai Sheng, and

Benjamin Simmons.

UNEP/Green Economy Initiative
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Beyond recovery: Investment and policy reform towards a green economy

In March 2009, South Africa announced that it would put in place a binding climate change policy
within three years to cap emission growth by 2020-25. Measures contained in the plan include a
regulatory, fiscal and legislative framework that would make tracking and reporting of emissions
mandatory.

In September 2009, South Africa released a document entitled, “Green Paper: National Strategic
Planning.” This policy paper seeks to put in place a planning process that sets out clear long-term
energy options, including outlining targets for greenhouse gas emission reductions and targets for
the energy intensity of the economy in general. The Green Paper notes that “our understanding of
the objectives of society has become more clearly expressed: social, environmental and political
dimensions have been added to the economic concept of development”®’. A National Planning
Commission will also be established, consisting of independent experts and strategic thinkers, to
contribute to mainstreaming the environment in the development process, and to initiating the
transition to a green economy.

South Africa plans to generate some 15 per cent of its electricity from renewable sources by 2020
and enhance energy efficiency. The South African government is also considering the introduction of
a long-term, escalating carbon tax to help curb GHG emissions, particularly from coal-fired power
plants. Moreover, in June 2009, the Finance Minister stressed the pursuit of economic stimulus
measures with plans for the government and its utilities to spend US$ 96.7 (787 billion rand) over
the next three years building and upgrading infrastructure.'®

United States of America

Green stimulus
Provisions for the United States’
stimulus packages are co?talned 'n United States' Green Stimulus Spending per
two laws; namely, the Emergency S

0. R 11% Sector
Economic Stabilization Act (EESA) of :
October 2008 and the American
Recovery and Reinvestment Act
(ARRA) of February 2009. The EESA
includes USS 185 billion in tax cuts
and credits, including USS18.7 billion
for clean energy. The ARRA includes

an estimated US$ 94 billion of ”green # Renewabie Energy # Low Carbon Vehicles :
ing” ® Energy efficienc # Water/waste

spending” out of a total of USS 787 Energy Y wat :

billion (or 12 per cent), including on Saurce: HSBC Global Research |

energy efficiency, renewable energy,
water and waste, mass transit and rail {figure).

In addition, the proposed federal budget for 2010 includes US$ 4.9 billion to be allocated to a high-
speed rail state grant, the Environmental Protection Agency’s Clean Water State Revolving Fund and
the Drinking Water State Revolving Fund.

Combined, green investments in the two stimulus packages together with those of the proposed
budget amount to over US$ 117 billion, or 12 per cent of the total.

UNEP/Green Economy Initiative
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A Recovery Accountability and Transparency Board was established to oversee ARRA spending and
this information is made available online!®. HSBC estimates that 70 per cent of the green stimulus
will be spent over the next four years, with the bulk of spending in 2010 and 2011%, As of July,
spending seemed so far to be in line with those expectations?.

Beyond recovery: Investment and policy reform towards a green economy

Many of the new US Administration's green priorities are outlined in the proposed 2010 Budget
which presents a programme for creating jobs and investing in “long-term economic growth”. This
includes a proposal to create a “Clean Energy Economy”; a comprehensive energy and climate
change plan to invest in clean energy, decrease dependence on oil, address the global climate crisis,
and create new jobs®. Some of proposed initiatives, such as using the federal Title XVII Loan
Guarantee (of the Energy and Policy Act of 2005) to Reduce Greenhouse Gas Emissions, clearly
respond to the call to develop a positive incentive framework for the green economy.

Recent legislative developments include the proposed Waxman-Markey American Clean Energy and
Security Act of 2009 (ACESA) which includes a cap-and-trade GHG reduction plan.® Combined with
the ARRA, this could create an estimated 1.7 million new jobs.?*

From green stimulus to sustained growth of the green economy

The review of country experiences with green stimulus packages reveals that much more needs to
be done if the G20 is to follow through on its commitment to accelerate the transition to the Green
Economy.,

UNEP reiterates its Global Green New Deal call, and urges G20 governments to invest USS 750 billion
of the US$ 2.5 trillion stimulus package (about 1 per cent of global GDP) towards building a green
economy — one that reduces carbon dependency, addresses poverty, generates good quality and
decent jobs, maintains and restores our natural ecosystems, and moves towards sustainable
consumption.

While UNEP supports the progress that has been made in stimulating a low carbon economy through
investments in a range of initiatives such as improved rail transportation, water infrastructure, grid
expansion and improved building efficiency, in many cases there remain large gaps between
government declarations and practice.

The effectiveness of the green stimulus risks being compromised by delays in the allocation of funds.
At the end of the first half of 2009, only around 3 per cent of committed green funds had been
disbursed. Moreover, many G20 members have not included sufficient green investments in their
overall stimulus packages.

Overall, the amount allocated to renewable energy falls short of the investment needed to reduce
carbon emissions and to keep the rise in global average temperature under two degrees Celsius.
Some incentives, such as subsidies to the production and consumption of fossil fuels, are working
against efforts to build a sustainable future.

Furthermore, while developing countries did not cause the economic and financial crisis, they have
“been severely affected by it. Development assistance to poor countries has fallen in real terms over
the past decade, and millions more vuinerabte people will be trapped in poverty this year because of
the recession and the effects of climate change, undermining efforts to achieve the Millennium

10 UNEP/Green Economy Initiative
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The White House

Fact Sheet: $2.3 Billion in New Clean Energy
Manufacturing Tax Credits

President Obama announced awardees of the clean energy manufacturing tax credit in the American Recovery and

Reinvestrnent Act.

In order to foster investment and job creation in clean energy manufacturing, the American Recovery and Reinvestment
Actincluded a tax credit for investments in manufacturing facilities for clean energy technologies. The Section 48C
program will provide a 30 percent tax credit for investments in 183 manufacturing facilities for clean energy products

across 43 states.

This tax credit program will heip build a robust high technology, US manufacturing capacity to supply clean energy
projects with US made parts and equipment. These manufacturing facilities should also support significant growth in US
exports of US manufactured clean energy products.

The $2.3 billion in tax credits is being allocated on a competitive basis. Projects are assessed based on the following
criteria,; commercial viability, domestic job creation, technological innovation, speed to project completion, and potential
for reducing air pollution and greenhouse gas emissions. The Department of Energy also considered additional factors
including diversity of geography, technology and project size, and regional economic development.

The program is currently capped at $2.3 billion in tax credits and was oversubscribed by a ratio of more than 3 to 1,
reflecting a deep pipeline of high quality clean energy manufacturing opportunities in the U.S. These tax credits for clean
energy manufacturing will help rebuild domestic manufacturing and bring private capital off the sidelines.

With this announcement, IRS has certified applications posted HERE, and notified the certified projects with the
approved amount of their tax credit. Awardees will receive acceptance agreements from the IRS by April 16, 2010.
Credits will be allocated until the program funding ($2.3 billion) is exhausted. Subsequent allocation periods will depend

on remaining funds.

Estimated Jobs Impact and Timeline of the 48C Manufacturing Tax Credits:

Recovery Act investments of up to $2.3 billion for advanced energy manufacturing facilities will generate more than
17,000 jobs. This investment will be matched by as much as $5.4 billion in private sector funding fikely supporting up to
41,000 additional jobs.



Timing of Projects:

The statute authorizing the 48C tax credits allows projects that are completed on or after February 17, 2009, when the
Recovery Act was signed. Projects must be commissioned before February 17, 2013. The statute favors the selection of
projects that are in service early. As aresult, some of the selected projects already have been completed and begun
operation.

Applicant Pool:

The application deadline for the 48C program was October 16, 2009. Over 500 applications were received with tax
credit requests totaling over $8 billion. The 48C applications pool was distributed across many clean energy
technologies and was geographically distributed to more than 40 states.

Qualifying manufacturing facilities included the production of a wide range of clean energy products:

* Solar, wind, geothermal, or ather renewable energy equipment

* Electric grids and storage for renewables

¢ Fuel cells and microturbines

* Energy storage systems for electric or hybrid vehicles

* Carbon dioxide capture and sequestration equipment

* Equipment for refining or blending renewable fuels

* Equipment for energy conservation, including lighting and smart grid technologies

¢ Plug-in electric vehicles or their components, such as electric motors, generators, and power control units

¢ Other advanced energy property designed to reduce greenhouse gas emissions may also be eligible as determined by

the Secretary of the Treasury.
The statutorily specified review criteria included:

* Greatest domestic job creation (direct and indirect)

* Greatest net impact in avoiding or reducing air pollutants or emissions of greenhouse gases; lowest levelized cost of
energy

¢ Greatest potential for technological innovation and commercial deployment

* Shortest project time from certification to completion

Expanded Support for 48C Tax Credits to Accelerate Manufacturing Job Creation:

Because the 48C program generated far more interest than anticipated, DOE and Treasury have a substantial backlog of
technically acceptable applications. Instead of turning down worthy applicants who are willing to invest private
resources to build avnd equip factories that manufacture clean energy products in America, the Administration has called
on Congress to provide an additional $5 billion to expand the program. Because there is already an existing pipeline of
worthy projects and substantial interest in this area, these funds will be deployed quickly to create jobs and support
economic activity. In doing so, the Administration will employ new approaches to ensure that we maximize private

investment for every dollar we invest.




Fi e+ AL

REREHEAS 0 R HR

(HEpR 85 AL 2E )



Report Name

20190605134611011400

Report Type

Exports

Reporting CountrjUnited States

Date Range 2018
Frequency Yearly
Quantity #1 Kilograms
Currency US Dollar (USD)

Creation Date

05 June 2019 13:46 (Central European Summer Time)

Harmonized Code

Valid from Commodity descriptions

US 3904100000

2017 onwards POLYVINYL, CHLORIDE,NOT MIXED WITH ANY OTHER SUBSTANCES




Total Export

Total Export

Total Export

Country Code Partner Country/region value quantity 1 prlcg for
quantity 1

404 Canada 448076891 489083417 0.916
720 China (People’ s Republic of) 274325836 326253558 0. 841
412 Mexico 219965735 231767647 0. 949
220 Egvpt 185155932 223327789 0. 829
504 Peru 86880578 99808737 0.87
288 Nigeria 75877489 87201634 0.87
647 United Arab Emirates 73056815 86613224 0. 843
664 India 69648800 82320498 0. 846
512 Chile 66299095 75029241 0. 884
500 Ecuador 62582844 71594173 0.874
480 Colombia 52310551 57734130 0. 906
416 Guatemala 50734121 61543119 0. 824
052 Turkey 42949582 50171505 0. 856
690 Viet—Nam 40361794 48941884 0. 825
632 Saudi Arabia 36431834 43948102 0. 829
436 Costa Rica 35502097 41269298 0. 86
005 Italy 34991505 37938163 0. 922
272 Cote_d’ Ivoire 34376191 41665881 0. 825
208 Algeria 33477444 40103837 0. 835
456 Dominican Republic 33143430 37460188 0. 885
728 Korea (Rep. of) 33140149 39257370 0.844
644 Qatar 28965226 33633747 0. 861
017 Belgium 28833562 24072626 1. 198
072 Ukraine 27040703 32195501 0.84
212 Tunisia 27032188 33837808 0.799
346 Kenya 26458081 30344321 0.872
649 Oman 25333867 30245631 0. 838
276 Ghana 25322460 28303688 0. 895
006 United Kingdom 24632706 37116088 0. 664
676 Myanmar 23828939 27919503 0.853
662 Pakistan 18164919 21259863 0.854
624 Israel 17916415 20593362 0. 87
800 Australia 16521718 19647230 0.841
528 Argentina 15703490 16619399 0. 945
669 Sri Lanka 15536886 19211480 0. 809
442 Panama 15331729 17838669 0. 859
636 Kuwait 14244530 16651698 0. 855
508 Brazil 13466321 10678719 1. 261
524 Uruguay 12316113 13991009 0. 88
076 Georgia 11927655 14468115 0. 824
604 Lebanon 11561001 13795649 0. 838
010 Portugal 11305711 12893122 0.877
680 Thailand 10868383 9127746 1. 191
011 Spain 10782910 12419019 0. 868
060 Poland 10365818 14112693 0.735
068 Bulgaria 9941104 11337995 0.877
640 Bahrain 9884963 12073800 0.819
001 France 9804836 11131548 0. 881
472 Trinidad and Tobago 9027620 10034538 0.9

701 Malaysia 7767499 9534333 0.815
248 Senegal 7567236 9495150 0. 797
804 New Zealand 6651167 8020956 0.829
007 Ireland 6050760 6338702 0. 955
009 Greece 5807318 6577817 0.883
388 South Africa 5298187 5835350 0. 908
666 Bangladesh 5250125 6014516 0.873
428 E]l Salvador 4723283 5325846 0. 887
302 Cameroon 4398284 5242752 0. 839
204 Morocco 4286228 4691227 0.914




520 Paraguay 4165907 4502162 0. 925
628 Jordan 3891226 4639317 0. 839
216 Libyan Arab Jamahiriva 3489692 3690073 0. 946
004 Germany 3465912 3785371 0.916
740 Hong Kong 3248526 2804295 1. 158
653 Yemen 3137347 3536886 0. 887
706 Singapore 3135587 2680220 1. 17
352 Tanzania (United Rep. of) 3010544 3387060 0. 889
350 Uganda 2836037 3343380 0. 848
260 Guinea 2360570 2669827 0. 884
708 Philippines 1989687 2305461 0.863
280 Togo 1977803 2147245 0.921
732 Japan 1730900 968303 1. 788
003 Netherlands 1653586 1898171 0.871
091 Slovenia 1642007 758620 2.164
092 Croatia 1478876 1643196 0.9

736 Taiwan 1377049 1863411 0.739
039 Switzerland 1182720 1422735 0. 831
484 Venezuela 1121341 1136832 0. 986
488 Guyana 1116342 1261676 0. 885
232 Mali 1082129 1225000 0. 883
077 Armenia 1075985 1223271 0. 88

066 Romania 1075754 1154693 0.932
284 Benin 1072068 1342778 0. 798
322 Congo_ (Dem. Rep. of) 904301 1080900 0. 837
424 Honduras 893884 908121 0.984
612 Iraq 765276 876611 0.873
268 Liberia 740239 888393 0.833
075 Russian Federation 661151 789800 0.837
625 ccupied Palestinian Territoxy 612906 691324 0.887
373 Mauritius 592458 681625 0. 869
228 Maurijtania 571285 631125 0.905
070 Albania 547670 646039 0. 848
459 Antigua and Barbuda 474921 512852 0. 926
366 Mozambigque 453575 520242 0.872
492 Suriname 431038 382008 1.128
370 Madagascar 427517 461500 0. 926
314 Gabon 387561 430679 0.9

252 Gambia 373230 419875 0. 889
386 Malawi 314710 396000 0. 795
334 Ethiopia 304191 531705 0.572
098. Serbia 262841 290225 0.906
240 Niger 255468 311499 0.82

078 Azerbai jan 253378 312500 0.811
391 Botswana 220605 231000 0.955
318 Congo 214660 284250 0. 755
421 Belize 184221 56443 3. 264
672 Nepal 177598 192250 0.924
700 Indonesia 142742 95192 1.5

432 Nicaragua 135293 85685 1. 579
469 Barbados 129422 30116 4. 297
453 Bahamas 129180 63085 2.048
024 Iceland 103684 91010 1.139
452 Haiti 99689 164983 0. 604
467 bt Vincent and the Grenadine 98498 75691 1. 301
338 Djibouti 97690 126000 0.775
064 Hungary 84350 40280 2. 094
822 French Polynesia 82449 105000 0.785
468 Virgin Islands (British) 80226 4591 17. 475
018 Luxembourg 75200 80000 0.94

032 Finland 61102 46750 1. 307
306 Central African Republic 58860 72000 0.818
463 Cayman Islands 48007 16539 2. 903




378 Zambia 38335 46750 0.82
478 Netherlands Antilles 37401 13147 2. 845
413 Bermuda 37073 12338 3. 005
247 Cape-Verde 34920 36000 0.97
464 Jamaica 33744 10826 3.117
516 Bolivia 30104 46326 0. 65
449 St Kitts and Nevis 25406 1844 13. 778
660 Afghanistan 24676 1797 13. 732
264 Sierra Leone 20020 26513 0. 755
474 Aruba 18029 2193 8. 221
038 Austria 18029 5015 3. 595
473 Grenada 13746 11285 1. 218
460 Dominica 12500 10135 1. 233
446 Anguilla 6882 4000 1. 72
454 Turks and Caicos Islands 5235 2113 2. 478
030 Sweden 3726 26 143. 308
061 Czech Republic 0 0 0
9999 Total 2594337151 2964908790 0. 875
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