Date  

Senator / Assemblymember

State Capitol

Sacramento, CA  95814

 
RE: SB or AB (OIL Act) – SUPPORT
 

Dear Senator / Assemblymember,

I am writing on behalf of [ORGANIZATION NAME] in support of your Bill ___, which would bring California in line with every other major oil producing state in the nation, by imposing an oil and gas severance tax. Impacts would be also beneficial towards California SB 32 greenhouse gas emissions targets and climate change mitigation. 

[OUR ORGANIZATION REPRESENTS …]
California has been an oil and gas producing state for over 100 years and to date, has never imposed a tax on the extraction of our fossil fuels. According to the National Conference of State Legislatures, 34 other states have enacted fees or taxes on oil and gas production. We believe they have done the right thing.  As said before, the oil industry "is depleting a natural resource owned by all Californians... without paying for the privilege”.
Your Bill imposes an oil and gas severance tax at the rate of 10% of the average price per barrel of California oil or 10% of the average price per unit of gas. California has long instituted the principle of “Polluters Pay.” It is time that California takes action and collects this revenue from the production of our natural resources, as other states have done for decades to the benefit of their residents.
The historical case and arguments for an Oil and Gas Severance Tax in California over the past many years, as chronicled in Wikipedia, have been well founded and justifiable. However there are additional and arguably more compelling and urgent needs for a California Severance Tax to help address the deleterious impacts of Climate Change and Global Warming. The facts are alarming.
According to a United Nations report, the world's top fossil fuel-producing nations are on track to extract enough oil, gas and coal to produce about 50 percent more fossil fuels by 2030 than would be compatible with the international goal of keeping global warming under 2 degrees Celsius.  Investments in new fossil fuel infrastructure today “locks in” fossil fuel future production. A United Nations scientific report released in 2018 laid out the risks that would bring, including worsening droughts, record setting heat waves, extreme weather events, unprecedented wild fires, accelerating sea level rise, wreaking havoc on hundreds of millions of lives and livelihoods around the world.
According to the best available science, to limit global warming to even 2°C, 80% of the fossil fuels we already have access to must stay in the ground. This number will be even more dramatic for the 1.5 °C limit that countries, including the U.S., have committed to. This effectively means no major new fossil fuel projects, and phasing out existing fossil fuel production and consumption by the middle of the century, replacing them with a safe, clean renewable economy that is 100% de-carbonized.

The United States currently produces more oil and gas than any other country. State and federal subsidies and other policies are significant factors driving surging output. Oil and gas production will increase to 30 percent above current levels by 2030, predicts the U.S. Energy Information Administration (EIA). The U.S. has begun the process of withdrawing from the Paris agreement.
The Trump administration has put fossil fuel development at the top of its agenda for the past three years. The regulatory agenda for 2020 includes plans for removing more obstacles to fossil fuel production.  It has been rolling back policies designed to reduce greenhouse gas emissions, working to fast-track pipelines, and drilling. Efforts are to ramp up shale oil production by reversing rules for fracking operations on public lands, which require disclosure of fracking chemicals, as well as more stringent standards on the construction of fracking wells and wastewater management. In addition, the Trump administration is auctioning off millions of acres of drilling rights to oil and gas developers.

Scientists have measured big increases in the amount of methane entering the global atmosphere over the last decade, which occurred at the same time as the use of fracking for shale gas took off in the U.S.  This matters because methane heats up the climate over 80 times more than an equivalent amount of carbon dioxide (CO2) in the first 20 years after it is released into the atmosphere. After 20 years, most of the methane (CH4) becomes CO2, which can last for hundreds of years. 
Methane is trapped in the same rock deposits as “tight oil” and is also freed by fracking. Methane released from shale gas production has a slightly different chemical fingerprint compared to methane from biological sources and methane from conventional natural gas. The signature lighter form of methane released during fracking is a substantial component of the overall methane rise since 2008. About two-thirds of all new gas production globally over the last decade has been from shale gas operations in the United States and Canada, using fracking.

California is the sixth largest oil producing state, with among the world's most damaging crude for the climate.  In a ranking of lifecycle greenhouse gas emissions among 75 crudes from around the globe, crude from three of California’s largest oil fields made the top ten, the worst within the US. As California’s oil fields have become more depleted and waterlogged over time, oil companies have increasingly used extreme extraction techniques to loosen viscous heavy crude. With steam injection, usually heated with natural gas, often the amount of energy it takes to extract a barrel of oil exceeds the amount of energy contained in the oil. Regardless, government oil subsidies help insure profitability.
California’s dirty oil production not only fuels climate change but also releases pollutants into the air, water, and soil that endanger surrounding communities. Harmful pollutants include known cancer-causing chemicals like benzene, GHG pollutants like nitrogen oxides and methane, and particulate matter including diesel exhaust and silica dust that cause lung and heart problems. 

Fracking especially creates vast quantities of wastewater, or “produced water” in California, a problem with no good solution. This toxic water typically contains elevated concentrations of numerous harmful, cancer-causing chemicals. In California, shockingly, disposal methods include using it to irrigate food crops, injecting it into special “waste disposal” wells, and dumping it into open, unlined pits. 
In 2014, the then proposed California SB 1017 Oil and Gas Severance Tax, 9.5 percent on oil and 3.5 percent on natural gas, had been criticized by the Western States Petroleum Association as it would “discourage investment in and production of our domestic energy resources". Analysis by Emeryville-based LECG LLC also had concluded that because the proposed tax would make California oil activity less profitable, oil wells would be shut down earlier, less new drilling would take place. To the point, such outcomes for this newest Bill would be beneficial towards California's meeting the call to help “keep it in the ground”.
In October 2019, in signing AB 1057 (Limón), Governor Gavin Newsom stated: “These are necessary steps to strengthen oversight of oil and gas extraction as we phase out our dependence on fossil fuels and focus on clean energy sources.” Among other things, AB 1057 places an interim moratorium on approvals of new fracking oil wells. Pending well stimulation permit applications will be reviewed to ensure the state’s technical standards for public health, safety and environmental protection are met prior to approval of each permit. However, AB 1017 does not provide financial disincentives towards further oil production as would a severance tax.
While renewable energy sources, such as solar and wind power, are increasingly competing with oil, gas and coal as their prices fall, there is no guarantee that fossil fuels and their greenhouse gas (GHG) emissions will decline, let alone at the pace needed to avoid dangerous climate change.

Getting an Oil and Gas Severance Tax through the California Legislature has been and will be daunting. The  California oil industry’s main lobbying group, the Western States Petroleum Association, spent nearly $16 million persuading legislators to vote their way in the 2017 to 2018 legislative session. Chevron invested another $14 million. No other industry’s lobbying expenditures even came close. 

SB 246 had broad grassroots organizational support. California should not have to wait another year for yet another Severance Tax campaign. Apart from the financial benefits, such a measure would be supportive of California's 2016 SB 32 stated mandate to reduce greenhouse gas emissions to 40 percent below 1990 levels by 2030. 
We applaud your leadership in continuing to keep California in the forefront of the global campaign  addressing the climate crisis. For reasons including the above, we fully support the goals of your Bill, and appreciate any opportunity to enlist further support towards the bill enactment. We respectfully urge an AYE vote from among your colleagues.

Sincerely,
