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Dear Legislative Work Group Members,

Thank you for joining us yesterday for our call on the legislative proposal developed by the Bipartisan
Policy Center which would create an optional pathway for the federal siting and construction of
interstate CO, pipelines through the Federal Energy Regulatory Commission (FERC). Attached please
find the notes from the call, as well as a section-by-section summary of the legislation. The proposal,
developed in response to growing permitting challenges, expands upon the Coalition’s Guiding
Principles for Permitting Reform which calls for a pathway for federal siting authority for interstate
CO, pipelines.

We thank you for a productive discussion yesterday, and we hope to be able to achieve consensus
for Coalition endorsement of the proposal. As a reminder, at this time, a Coalition endorsement will
not contain a public-facing element at this time but allow for Coalition staff to share support for the
proposal with committee staff and other key offices involved in the negotiations.

Please review the attached proposal and notify Coalition staff by EOD Thursday, June 20 if
you are opposed to the Coalition endorsing this proposal. If we do not hear from you by
EOD June 20, we will assume you do not have any reservations with the Coalition
endorsing the proposal. If you have any questions, please contact Madelyn Morrison
(mmorrison@carboncapturecoalition.org).

Thank you,

’\’ CARBON CAPTURE
» COALITION
Leo Duke

Communications & Member Relations Specialist
W: (213) 400-7714

E: lduke@carboncapturecoalition.or

The Carbon Capture Coalition is convened by the Great Plains Institute.
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Legislative Work Group: CO; Pipeline Call
June 12, 2024

Coalition staff hosted a meeting in which participants discussed a legislative proposal
developed by the Bipartisan Policy Center which would create an optional pathway for the
federal siting and construction of interstate CO, pipelines through the Federal Energy
Regulatory Commission (FERC). The proposal, developed in response to growing permitting
challenges, expands upon the Coalition’s Guiding Principles for Permitting Reform which
calls for a pathway for federal siting authority for interstate CO, pipelines. Key legislative
players, including Senate Energy and Natural Resources Committee Chairman Joe
Manchin (D-WV) and Ranking Member John Barrasso (R-WY), are trading paper on a
bipartisan permitting reform package, which has included active discussion on federal
siting authority for interstate transmission lines and interstate hydrogen pipelines.
However, absent from the discussion thus far has been providing similar siting authority for
CO:. pipelines. Though timing on text of a legislative package is uncertain, committee staff
on both sides of the aisle are indicating that the Chairman and Ranking Member will
release something yet this summer. Opportunities for bipartisan permitting reform tend to
be few and far between, making this an urgent situation. The primary purpose of this call
was to provide Coalition members with the opportunity to hear a detailed summary of the
proposal and ask questions, with the ultimate goal being to achieve consensus for
Coalition endorsement of the proposal.

Key Takeaways

e (CCC Guiding Principles: Developed last summer to address permitting challenges,
included a call for a federal pathway for the siting and construction of interstate CO,
pipelines.

e Legislative Proposal: Federal Siting Authority: Proposal to create an optional
pathway for federal siting authority of CO.pipelines through FERC. Aims to provide
similar parity for CO;pipelines in relation to other types of linear infrastructure
systems.

e Bipartisan Interest: Noted interest from both parties for federal authority in CO,
pipeline siting; however, broad industry and sectoral support for the proposal
needed.
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e Coalition Endorsement of the Proposal: Seeking Coalition endorsement of the
proposal; no public-facing element at this time, just allow for Coalition staff to share
support for the proposal with committee staff and other key offices involved in
negotiations; tight review timeline due to possibility of imminent legislative actions
and potential permitting package.

e Current Regime: Interstate CO, pipelines are currently regulated on a state-by-
state basis, unlike natural gas which falls under FERC.

e Legislative Activity: Manchin and Barrasso exchanging actively discussing and
trading paper on permitting reform; timing uncertain, but hearing that conversations
are moving toward the release of draft legislative text.

Next Steps

e Review Proposal (attached): Please review the proposal and notify Coalition staff
by EOD Thursday, June 20 if you are opposed to the Coalition endorsing this
proposal. If we do not hear from you by EOD June 20, we will assume you do not
have any reservations.

o Ifanyone would like to individually endorse the proposal, please contact
Xan Fishman at XFishman@bipartisanpolicy.org.

Meeting Notes

® \Welcome

® |evel-setting; CCC Guiding Principles for Permitting Reform
o Background context: historically the Coalition has been more active in the
incentives space; however, since enactment of Bipartisan Infrastructure Law
and Inflation Reduction Act, clear that there are significant permitting
hurdles impeding deployment.
=  With this understanding and growing interest to strengthen and reform
the nation’s permitting regime from Congress, last summer, Coalition
formulated the CCC’s Guiding Principles for Permitting.

e Included six high-level principles for members of Congress to
consider when developing a bipartisan permitting reform
package; majority of principles were broad and overarching;
found consensus on one policy principle that was more
prescriptive in nature:

o provide an optional federal pathway for the siting and
construction of interstate CO; pipelines
= |ndiscussing principles with congressional staff, particularly
committee staff of Senate Energy and Natural Resources and House
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Energy & Commerce, we have seen bipartisan interest in advancing a
pathway for federal siting authority of these transport systems.

= Specific to this proposal, Bipartisan Policy Center, who was
instrumental in helping us form our guiding principles document,
developed the attached draft proposal.

e Aligns very closely with the Coalition’s principle regarding
interstate CO, pipelines.

= Political headwinds:

e Senators Manchin and Barrasso discussing a comprehensive,
bipartisan permitting reform package, which includes similar
proposals for other forms of linear infrastructure but
noticeably does not reference CO; pipelines.

e The thinking with this proposal is to share the legislative text
with committee staff to include in any moving permitting
vehicle.

e Again, in sharing the Coalition’s permitting principles with
committee staff over the past several months, seems to be real
bipartisan interest in the Coalition’s guiding principle on an
optional federal siting authority.

o However, we’ve heard time and again from staff that it is
extremely important that they have clear, decisive
support from carbon management stakeholders before
considering a proposal like this.

= |ntent of callis to share the proposal with Coalition legislative work
group, provide a platform to ask Xan questions, and hopefully come to
a place where the Coalition can formally endorse this specific policy
proposal.

= Coalition precedence: we have endorsed specific policies in the past
that were part of a larger package, in which that larger package may
not have aligned on the whole with Coalition consensus positions.

e Inthose instances, we were able to parse out the pieces of the
larger package that were important to the Coalition.

e Ideally, we are hoping to move forward with the endorsement
of this specific proposal; this seems to be a logical next step
given the Coalition’s inclusion of a guiding principle for
permitting which broadly mirrors this proposal.

= Coalition Endorsement:

e A Coalition endorsement of this proposal would simply be for
Coalition staff to share our support for the proposal with
committee staff and other key offices, as necessary.





¢ No public-facing aspect of this endorsement at this time.

o However, IF text of a permitting package is released
with this language, the Coalition would likely praise its
inclusion with a press release or blog post on the
Coalition’s website.

= Urgency: While Manchin and Barrasso have been discussing the
potential for this bipartisan package for some time, we’ve recently
heard positive things from both ENR Democrats and Republicans that
they believe legislative text will be released in the next few weeks.
e Comingto a consensus quickly will be pivotal.
Current permitting regime for CO, pipelines (helpful slide attached)
o Natural gas is currently regulated under the Natural Gas Act; permitting
largely lies with FERC.
o Oilisregulated under the Interstate Commerce Act; siting and construction
permitting lies with states while rates and access lie with FERC.
O Transmission regulated under the Federal Power Act; siting authority state-
by-state with a federal FERC backstop authority.
= Transmission advocating for more federal authority; key goal of
climate hawks in permitting debates.
o Interstate CO;pipelines regulated under the Interstate Commerce
Termination Clause Act; siting and construction permitting lies with states.

Legislative Proposal: Optional Federal Siting Authority for Interstate CO; Pipelines
O Legislative proposal aims to create optional federal permitting pathway for
interstate CO; pipelines through FERC.
® Provides developers of interstate CO; pipelines the option to obtain
authorization from FERC to site, construct, and operate these
systems.

® Pipelines that choose to obtain FERC siting authority would be
subject to regulation of rates and open access service
requirements.

o Mirrors the intent.of the Natural Gas Act. While the
proposal takes inspiration from the Natural Gas Act, it
does not mirror the language exactly, since rate and
access language from NGA is meant for consumer
protection. CO;is not going into people’s homes, going
from industrial site to industrial site or to points of
sequestration so language more mirrors what’s done for
oil in the Interstate Commerce Act since more similar
end use.

® The proposal does not regulate existing CO, pipelines.





= OPTIONALITY: the proposal would not impact development of
interstate CO2 pipeline projects that choose to be constructed on a
state-by-state basis.

e |f state-by-state process is working for your company, you can
continue to do so. If not, you have the option to move forward
with the FERC authority at the outset of the project.

Questions?

O C: Proposal necessary for the anticipated expansion of CO, transport
systems—especially the projects we’ll need, 5-10 years from now. The
political opportunity and potential will-power is here now—we need to seize
that opportunity.

= Thisis the slimmest proposal which fits with what’s already done
today. Mirrors existing regulatory frameworks for siting and
construction authority at the federal level and the most similar other
type of economically type of pipelines, liquid pipelines use the
economic and access regulatory framework that already exists, which
makes sense.

= Optionality aspectis how it works at a lot of state levels today. At state
level if you want to access siting authority, you need to opt-in for that
and then you have obligations at the state regulatory level, which this
proposal would just mimic this for the federal level.

= Natural Petroleum Council also recently released report looking at
hydrogen transport systems, which calls for very similar framework for
hydrogen pipelines; different processes have come to the same
answer.

O Q: Politics of this, curious as to your understanding on what oil and gas may
want in addition to this? Is there some other big piece oil and gas would want
as part of the package?

® A:Broader permitting package will be larger deal, Barrasso’s priorities
reflected in SPUR Act (pro oil and gas). Manchin’s priorities have been
focused on transmission and pieces of judicial review. Regardless of
whether CO; pipelines make it into bill, big pieces will be oil and gas,
judicial review, and transmission; meant to balance out where each
political faction can claim a win. CO; a bit less controversial and more
bipartisan so not going to be as much of a trade as those other areas

= A: CO,willjust be asking for what oil and gas are already afforded.

o Q:lIsthis a sweetener to getting permitting done? Is there anyone that will
oppose this? Will PHMSA weigh in on this? Are there other key elements of
the proposal that could be added or does it need to be adopted wholesale?





= A:Some completely opposed to carbon management, this is enabling
infrastructure for that so some will have some baked in oppositions;
however, carbon management is broadly bipartisan and has strong
champions on both sides of the aisle.

®  A:The bill itself makes sense as a whole, particularly opt-in process
for siting, rate and access, etc.

e There are extraneous policies or other things that could impact
this proposal. For instance, if broader package makes changes
to judicial review, Clean Water Act, eminent domain
considerations, etc., those would be blanket reforms which
would in turn impact the elements of this proposal; however,
this proposal does not touch or make those changes to those
pieces. This is just about creating parity with other forms of
transport infrastructure, and ensuring CO, pipelines are
afforded similar regulatory options.

e PHMSA will likely not have an opinion regarding this proposal
given their role in safety regulation.

O Q:How will this interact with states and counties with moratoriums? Would
this override that?

® A:To BPC’s understanding, yes, this legislation would override
moratoriums.

® A:Important to also remember this is only relevant to interstate.
pipelines, those that cross between states; intrastate pipelines would
still be permitted at the state level.

O C: Have talked to both sides of the aisle, both open to having discussions
including this if industry is in support. You don’t get a bite at the permitting
apple very often, important to ensure we have infrastructure framework in
place.

O Q: Could you recap timeline?

® A:From Coalition point of view, heard from Republican ENR staff that
it may be coming in next couple weeks. After this call we will
recirculate section by section and redistribute notes, review and let
Coalition staff know by June 20 (next Thursday) COB if your
organization opposes the Coalition’s endorsement of this proposal. At
this time not a public facing endorsement, simply to show broad
carbon management support for this proposal

O Q:What are the “sticks” for this proposal?

= A:Youwould need to do NEPA, and you would need to subject your
line to rate and access regulations; which are reasonable and the





same rate and access regulations under the Interstate Commerce
Act.
O Q: Have you approached the CCUS Permitting Task Forces on this proposal?
" A:We have not approached the task forces formally, but have spoken
to a majority of stakeholders who sit on those task forces to share the
proposal.
Q: Have any other agencies offered any support of this?
= A: Haven’t run by agency staff, we don’t imagine that PHMSA would
have opinion on the proposal given their role in regulation is specific
to safety.
O Ifthereis a permitting bill and we’re not in it, we have no chance in
foreseeable future
O Q:lIsthere possibility here to build coalitions with other likeminded orgs who
may want to endorse? Is there an opportunity here to increase broader
acceptance of these infrastructure systems?
= A: Probably not time right now but could make sense to branch out to
other non-carbon management related stakeholders later if we are
able to secure the Coalition’s endorsement.
= A: From a messaging perspective, would point to our concurrent work
around the anticipated PHMSA regulations, we will certainly be
responding to those, as well as our recommendations for a PHMSA
reauthorization etc.
o The point of this proposalis to create a regulatory framework that will work
for CO, pipelines as we scale up carbon management for decades to come.

o

Next Steps
O Please review the proposal by EOD Thursday, June 20 and let Coalition staff
know if you have any opposition to Coalition endorsement.
= |f we do not hear from you, we will assume you have no opposition to
the Coalition endorsing.
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[Carbon Dioxide Transportation Act]

Section-by-Summary
Overall Summary

The bill would provide developers of interstate carbon dioxide pipelines the option
to obtain authorization from the Federal Energy Regulatory Commission (FERC) to
site, construct, and operate such facilities. Pipelines that choose to obtain FERC
siting authority would be subject to regulation of rates and open access service
requirements.

The bill would not regulate existing carbon dioxide pipelines and would not affect
development of interstate carbon dioxide pipeline projects that choose to be
constructed and operated pursuant to state regulation.

Section 101. Definitions.

Provides definitions of terms used in the bill, including “carbon dioxide pipeline”,

“certificated carbon dioxide pipeline”, “qualified carbon dioxide”, and
“transportation services.”

In the Act, “carbon dioxide pipeline” means any pipeline, compression equipment, or
appurtenant facility that is used for the transportation of qualified carbon dioxide
in interstate or foreign commerce. The bill does not address the sequestration or
storage of carbon dioxide.

Section 102. Certificates of Public Convenience and Necessity.

Subsection (a) provides that any person may apply to the FERC for a certificate of
public convenience and necessity for the construction or modification of an
Interstate carbon dioxide pipeline.

The FERC shall issue such a certificate if it finds that the applicant 1s able and
willing to perform the service proposed in the application in a manner that the
FERC determines to be appropriate—unless the FERC finds that the application
will not be consistent with the public interest.

The certificate shall convey upon the certificate holder the same rights provided
under a certificate granted by FERC to an interstate natural gas pipeline.

Subsection (b) provides that the FERC may require a certificated pipeline to
interconnect with another interstate carbon dioxide pipeline if the FERC finds that
the connection would be in the public interest.

Subsection (c) provides that a certificated carbon dioxide pipeline may not be
abandoned without authorization from the FERC.

-1-
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Subsection (d) provides that the FERC shall have exclusive jurisdiction over
certificated pipelines, except that the states shall have rights to implement specified
Federal statutes under which they have delegated authorities. The Act does not
provide FERC with jurisdiction over carbon dioxide pipelines for which it has not
issued a certificate of public convenience and necessity.

Section 103. Process Coordination, Timing of Actions of Agencies Other
than the Commission.

Subsections (a) and (b) provide that the FERC shall act as lead agency for the
purposes of coordinating all applicable Federal authorizations and any
environmental reviews required under the National Environmental Policy Act of
1969 (42 U.S.C. §§ 4321, et seq.) for carbon dioxide pipelines for which FERC has
received an application for a certificate.

Subsection (b) further provides that each Federal and State agency considering an
aspect of a Federal authorization for a carbon dioxide pipeline shall cooperate with
the FERC and comply with schedules for agency action established by the FERC.

Subsection (c) prescribes the procedures for judicial review of actions with respect to
a carbon dioxide pipeline by agencies other than the FERC, and requires expedited
review of an agency’s delay in reviewing an application for a Federally required
permit. The procedures are identical to those prescribed for certificated interstate
natural gas pipelines under Section 19(d) of the Natural Gas Act (15 U.S.C. §
717r(d)).

Section 104. Rates, Access, and Tariffs.

Subsection (a) provides that all rates, classifications, and practices related to
transportation services provided by a certificated pipeline must be just and
reasonable, as determined by the FERC pursuant to subsection (g).

Subsection (b) provides that certificated pipelines must provide open access service;
they may not unduly discriminate among shippers or maintain unreasonable
differences in rates among shippers.

Subsection (c) provides that all certificated pipelines must file tariffs with the
Commission that contain rates, classifications, descriptions of services, rules, and
all contracts that affect their transportation services.

Subsection (d) provides that certificated pipelines must provide 30 days’ notice prior
to making changes to their tariffs.

Subsection (e) provides that, whenever any tariff provision or change to a provision
1s filed, the FERC may suspend operation of the provision for up to 5 months after it
would go into effect in order to conduct a hearing on its lawfulness.

2.
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Subsection (f) provides that, if the FERC determines that a tariff provision or
change is unlawful, the FERC shall prescribe the tariff provision to be followed.

Subsection (g)(1) prescribes that the FERC’s standards for determining the justness
and reasonableness of rates must be generally consistent with the standards
applicable to pipelines regulated under the Interstate Commerce Act, 49 App.
U.S.C. §§ 1, et seq., with such adjustments as the FERC deems fit to suit the needs
of carbon dioxide pipelines and shippers.

Subsection (g)(2) provides that the FERC may authorize a certificated pipeline to
use market-based rates, notwithstanding that the pipeline does not demonstrate
that it lacks market power, if the FERC determines that: (1) such rates are in the
public interest and necessary to construct pipeline capacity; and (i1) shippers are
adequately protected. The procedures and standards for these grants of market-

based rate authority are similar to those provided for natural gas storage companies
under Section 4(f) of the Natural Gas Act (15 U.S.C. § 717d(f)),

Subsection (h) provides that the FERC may exempt a certificated pipeline from rate
and tariff regulation if it finds that such regulation is not needed to protect shippers
from the abuse of market power.

Section 105. Accounts, Records, and Memoranda.

Section 105 provides that the FERC may prescribe rules for certificated pipelines’
accounts and records, and allows FERC to inspect these accounts and records.

Section 106. Reports.

Section 106 provides that the FERC may require certificated pipelines to answer
questions by filing periodic reports under oath and subject to penalty of law.

Section 107. Investigations, Complaints, and Hearings.

Section 107 provides that the FERC may conduct, at its own initiation or in
response to a complaint, an investigation into a certificated pipeline’s rates or tariff
practices.

Section 108. Enforcement.

Section 108 provides that the FERC, and persons injured due to non-compliance
with the Act, may bring court proceedings to enforce the Act or a FERC regulation
or order under the Act.

Section 109. Civil Penalty Authority
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Section 109 provides that any person violating the Act, or a rule or order imposed by
the FERC under the Act, shall be subject to a civil penalty of not more than
$100,000 per day per violation.

Section 110. Rehearing, Court Review of Orders.

Subsection (a) provides that a party aggrieved by a FERC order may apply for a
FERC rehearing of the order within 30 days after issuance.

Subsection (b) prescribes procedures and standards for judicial review of FERC
orders. The procedures and standards are similar to those under Section 19(a) of
the Natural Gas Act (15 U.S.C. § 717r(a)), except that parties are not required to
seek FERC rehearing prior to filing for judicial review.

Subsection (c) provides that neither a request for rehearing under subsection (a) nor
a petition for judicial review under subsection (b) operates as a stay of the FERC
order, unless specifically ordered by the relevant court.

Section 111. Authority to Grant Exemptions.

Section 111 provides that the FERC may exempt a certificated pipeline from
regulation under the Act, in whole or in part, if it finds that such regulation is not
needed to protect shippers from abuse of market power. Section 111 further
outlines procedures and standards for exemption proceedings, the period of
exemptions, and revocation of exemptions.

Section 112. Regulations.

Section 112 directs the FERC to promulgate regulations to implement the Act
within 180 days of enactment.

Section 113. Commission Report.

Section 113 directs the FERC, within 3 years after enactment of the Act to transmit
a report to the appropriate Congressional committees on the impact of its
regulations on the timing and costs of new pipelines and the competitiveness and
reasonableness of rates and terms of service on such pipelines, and to provide
recommendations that it believes would support development of the carbon dioxide
transportation industry.






