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Flow rates as function of CO2 injection fraction
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So...

... are high oil prices the environmentalist’s best friend?
e On the demand side: discourage oil use

e On the supply side: promote CO, storage through EOR

Not necessarily, for two reasons:

e Increasing oil prices may reduce CO, storage through EOR
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e On the supply side: promote CO, storage through EOR

Not necessarily, for two reasons:
e Increasing oil prices may reduce CO, storage through EOR

e Promoting CO,-EOR may increase net CO, emissions
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Common misconception

So displacement of conventional oil is not one-for-one

Moreover, ...
e wind
e solar
e ethanol
e nuclear
e efc.
also “displace” conventional oil

Does that make their net CO, emissions negative?
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But if some CO,-EOR projects generate positive net emissions, while
others generate negative net emissions, what then is the optimal way
of promoting it?

Do we need taxes for some, and subsidies for others?
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Numerical example

Without a tax on its CO, emissions, an ammonia plant can either

{ vent its CO, = lose nothing

capture it at cost of $1/mcf and sell at $1/mcf = lose nothing

——
Pco,

With a $60/tCO. ~ $3/mcf emissions tax, the plant can either

{ vent its CO, = lose $3/mcf

capture it at cost of $1/mcf and sell at $—2/mcf = lose $3/mcf
———
Pco, — tco,
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Summary

Engineers and economists need to collaborate
NPV-maximizing CO.-injection rates tend to fall over time

QOil prices drive CO, storage more than storage subsidies do
— but not necessarily positively

Emissions from consumption of incremental EOR barrels do
matter

The optimal policy to promote CO,-EOR is a tax on CO,
emissions

— but producers may not benefit from such a tax
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