
Financial Incentives for CCS

Many states have laws and regulations providing direct financial incentives for the demonstration and deployment of
carbon capture and storage (CCS) technology. CCS uses a combination of technologies to capture carbon dioxide (CO2),
transport it to a suitable storage location, and store (or sequester) the CO2 (typically by injecting it into deep
underground rock formations) where it cannot enter the atmosphere and, thus, does not contribute to climate change
(more information about CCS technology can be found here). CCS can be used in conjunction with a variety of facilities
that emit CO2 and holds particular promise for reducing CO2 emissions from large coal-fueled power plants.Policies to
support the demonstration and deployment of CCS are important since &ldquo;first-mover&rdquo; CCS projects require
substantial incentives to be economic and these first-mover projects are essential for successfully demonstrating the
technology and improving its cost and performance. The policies shown on this map include:
	                Financing Incentives, which include state bonds to fund the construction of CCS facilities.
	                Tax Incentives, which include qualification for income tax credits, or reductions in income tax liability, and
exemptions, including a waiver on property tax or sales tax on equipment and building materials for electric generators
that invests in CCS.
	                Grants for Building CCS Facilities, which provide state money to pay for a portion of the demonstration and
deployment of CCS plants.
	                Grants for Studies, which providefinancing for studies of carbon sequestration potential, and financing for
front-end engineering design costs.
	                Utility Cost Recovery Mechanisms, which include timely reimbursement of costs incurred during
construction and operation, or favorable rates of return for regulated utilities&rsquo; investments in CCS.
	The policies highlighted here contain only direct financial incentives for CCS. There are numerous other policies
affecting CCS technology, including indirect financial incentives, such as allowing CCS to count toward meeting
Alternative Energy Portfolio Standards requirements, and state regulations related to the geological sequestration of
CO2. A map including these other policies can be found here.
	Notes: Integrated Gasification Combined Cycle (IGCC), listed often within CCS policy options, while not itself a
technology for CO2 capture, is a technology that has the potential to be the least costly option for coupling CCS with
coal-fueled electricity generation at new power plants.

Colorado
Utility Cost Recovery Mechanism, Grants for Studies, Grants for Building CCS Facilities
Enacted In 2006, Colorado House Bill 06-1281 provides incentives for IGCC power plants of 350 megawatts or less that
use Colorado or other western coal to generate electricity and that demonstrate the capture and sequestration of a portion
of the project's carbon dioxide emissions. Incentives for these projects include mechanisms for cost recovery, including
full life-cycle capital and operating costs, financial support for study, engineering, and development from a clean energy
development fund, and support in obtaining federal funding.

Florida
Utility Cost Recovery Mechanism
Enacted in 2007, Florida House Bill 549 requires the Public Service Commission to implement rules related to
integrated gasification combined cycle power plant cost recovery.
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Illinois
Utility Cost Recovery Mechanism (UCRM) P.A. 95-1027, of 2009, guarantees electricity purchase agreements for the
first Illinois coal facility with CCS technology.
Financing Incentives(FI) 20 Illinois Compiled Statute (ILCS) 605/605-332, of 2007, provides bonds for coal gasification
facilities.
FI, Grants for Building CCS Facilities(GCCSF), Grants for Studies(GS) Illinois S.B. 1592, of 2007, provides funding for
CCS projects and research, and authorizes the issuance of bonds for construction of electric generation facilities with
CCS.
GCCSF Created in 1981, the Coal Demonstration Program offers bonds to deploy innovative technologies, including
CCS.
GCCSF In 2005, P.A. 94-65 expanded the Illinois Coal Revival Program, to offer grants for coal gasification and IGCC
electricity generation.
Tax Incentives(TI) 20 ILCS 655/5.5, of 2009, qualifies designated businesses, including IGCC power plant builders, for
tax credits and exemptions.
UCRM S.B. 90, of 2005, permits long-term contracts between gas utilities and plants with coal gasification. Sets price of
substitute natural gas lower than conventional natural gas.
GCCSF, GS The ?So. Illinois University Clean Coal Review Board', offers financing for ?clean coal? projects, including
FutureGen-type projects.
GCCSF, GS, TI Illinois P.A.s 92-12, 93-167, 94-65, 94-1030, and 95-18, fund design costs for coal gasification projects,
which may qualify for equipment sales tax waivers, investment tax credits, and public utility tax exemptions.

Indiana
Tax Incentives
Enacted in 2005, Indiana Code 6-3.1-29 creates a state investment tax credit that applies to IGCC power plants.

Utility Cost Recovery Mechanism, Financing Incentives
Enacted in 2002 and amended as late as 2010, Indiana Code 8-1-8.8 creates financial incentives for ?clean coal
technology,? including coal gasification, timely recovery of costs incurred during construction and operation, a premium
of up to three percentage points more than would otherwise be allowed for a utility's return on equity, financial
incentives for purchase of substitute natural gas from coal gasification including cost recovery and higher return, cost
recovery through rate adjustment mechanism, and any other financial incentives the commission considers appropriate.

Kansas
Tax Incentives
Enacted in 2007, House Bill 2419 directs the Kansas Corporation Commission to establish a CO,2 injection well and
underground storage fund, and created tax incentives for carbon capture and storage, namely income tax reductions and
property tax exemptions.

Tax Incentives
Senate Bill 303 (2007) and House Bill 2904 (2006) give tax credits to IGCC plants.

Kentucky
Tax Incentives, Grants for Studies
Enacted in 2007, House Bill 1 gives tax incentives for advanced coal plants, including those producing coal-derived
synthetic natural gas, and provides financing for a study of carbon sequestration potential.

Louisiana
Financing Incentives
Enrolled in 2009, House Bill 661, the Louisiana Geologic Sequestration of Carbon Dioxide Act, creates a fund to pay for
administrative and long-term care expenses of geologic sequestration of carbon dioxide. This is funded by fees
associated with CCS technology as well as fees not associated with CCS technology.

Minnesota
Grants for Building CCS Facilities
Enacted in 2003, Minnesota Statute 216B.1694 provides a grant of $2 million per year for 5 years for innovative energy
project development including CCS projects.

Grants for Studies
Enacted in 2007, Senate File 2096 appropriates $90,000 for a study of geologic sequestration capacity in Minnesota.

Mississippi
Tax Incentives
Enacted in 2009, House Bill 1459 sets the state income tax rate at 1.5 percent on business profits from selling CO2 for
enhanced oil recovery or geologic sequestration.
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Montana
Tax Incentives
Enacted in 2007, House Bill 3 provides property tax incentives for all CCS equipment. All equipment used for the
capture, transportation and geologic sequestration of carbon dioxide, placed into service after June 2007, will be taxed at
3 percent of its market value.

New Mexico
Tax Incentives
Enacted in 2007, Senate Bill 994 establishes an advanced energy tax credit worth up to $60 million for electric power
plants that capture and sequester their CO2 such that no more than 1,100 pounds per megawatt-hour of CO2 is emitted
into the atmosphere, and that monitor the injected carbon dioxide.

North Dakota
Tax Incentives
Enacted in 2009, Senate Bill 2034 provides a tax incentive for geologic sequestration through enhanced oil recovery.
Incremental oil produced by CO2 enhanced oil recovery is exempt from the oil extraction tax.

Utility Cost Recovery Mechanism, Tax Incentives
Enacted in 2009, Senate Bill 2221 provides tax incentives for coal plants that capture CO2. A coal conversion facility
that achieves a 20 percent capture of CO2 emissions during a taxable period after December 31, 2009, is entitled to a 20
percent reduction in the state general fund share of the tax imposed under North Dakota Century Code section 57-60-02
during that taxable period.

Rhode Island
Financing Incentives
Rhode Island General Laws 42-98-2 and 42-98-3 authorize the state energy facilities siting board to grant priority to
projects based on several criteria, one of which is the use of coal processed by ?clean coal technology,? including coal
processing which produces low levels of potentially harmful air emissions.

Texas
Grants for Building CCS Facilities
Enacted in 2005, House Bill 2201 approved $22 million in grants and incentives for low-emission projects with
expedited permitting for FutureGen-type projects. FutureGen is a public-private partnership to design, build, and operate
the world's first coal-fueled, near-zero emissions power plant.

Tax Incentives
Enacted in 2009, House Bill 469 provides a sales tax exemption for CCS equipment, a franchise tax credit for three
in-state projects that sequester at least 70 percent of CO2 emissions, and a reduction in the recovered oil tax rate for
enhanced oil recovery projects that use anthropogenic CO2.

Grants for Building CCS Facilities, Tax Incentives
Enacted in 2007, House Bill 3732 provides up to $20 million in grants for advanced energy projects, including IGCC
projects. Facilities can receive adjusted or rollback tax rates.

Virginia
Utility Cost Recovery Mechanism
Enacted in 2007, Senate Bill 1416 and House Bill 3068 allow utilities to recover an enhanced rate of return on
investments in certain projects, which may include projects utilizing carbon capture facilities.

Wyoming
Grants for Studies
Enacted in 2008, Senate File 1 appropriates funds for research into CCS technologies and for geological evaluation of
potential CO2 sequestration sites. 

Tax Incentives
Wyoming Code 39-15-105 exempts sales tax on equipment purchased to build new coal gasification or liquefaction
plants.
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