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Executive Summary 
 
 The newly enacted Inflation Reduction Act (IRA) is expected to have a profound impact on 

Midstream MLP and energy infrastructure revenue and valuations.  
 Outsized tax incentives for carbon capture and sequestration (CCS) will provide meaningful 

growth to midstream MLPs that can transport and store CO2. 
 Midstream MLPs are positioned to play an important role in CO2 reduction and the transition 

to cleaner fuels leading to better air quality worldwide. 
 
 
 
In late May, NBW attended the Energy Infrastructure Council’s (“EIC”) annual conference.  We always learn 
a great deal at this industry sponsored gathering and 2023’s conference did not disappoint.  The agenda 
included updates from a number of individual companies, as well as an overview of the regulatory and tax 
environment.  One main focal point of the conference was the recently enacted Inflation Reduction Act 
(“IRA”).  This infrastructure bill is likely to have a large, favorable and long-lasting impact on Master Limited 
Partnerships (“MLPs”) and energy infrastructure in general.   
 
As seen in the table below, the IRA provides significant tax incentives for large scale carbon dioxide capture 
out of the air and to permanently store it underground.  The Congressional Budget Office estimates the 
cost of this tax incentive to be $400 billion over 12 years; a figure many believe to be inaccurate.  Goldman 
Sachs has estimated the cost to be $1.3 trillion, while an industry presenter believed $4.7 trillion was more 
likely.  Regardless of the true cost, it will be a very large program. For context, even in the MLP capital 
spending boom years annual expenditures for the industry rarely topped $60 billion. 
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Carbon capture and sequestration (“CCS”) is a technology that 
has been around for quite some time.  Historically, it was 
uneconomic as CO2 pricing was insufficient to provide returns 
on investment high enough to justify its build out.  The passage 
of the IRA legislation has dramatically changed this.  Specifically, 
emitters of carbon will be incentivized to capture carbon at a 
rate of $85 per ton.  Further, this $85 per ton will be a direct 
cash payment for the first five years and a tax credit for the last 
seven years.  The bill also lowered the threshold for carbon 
emissions so that smaller CO2 emitters can qualify for these 
cash incentives.  The two features of cash payment instead of 
tax credit and lower emission thresholds is driving a dramatic 
increase in the development of CCS projects, as seen in the 
chart to the left.  In short, you no longer have to be paying taxes 
to qualify and can participate if you are a small emitter. 
 

CCS is a business opportunity that plays to MLPs core competencies.  Nothing is more fundamental to 
midstream MLPs than transport and storage.  As CO2 is captured it will be transported by pipeline to large 
underground caverns for permanent storage.  We expect CCS to be a meaningful growth opportunity for 
midstream MLPs for the foreseeable future.  Their pipelines will transport the CO2, and to a lesser extent, 
they will be engaged in the long-term storage of CO2. 
 
Key first mover advantages exist for MLPs that have assets geographically located near areas of 
concentrated CO2 emissions.  One area that stands out is the Baton Rouge to New Orleans corridor.  As 
seen in the chart below, there are 98 entities1 emitting over 69 million tons of CO2 annually in a relatively 
small area. Existing pipelines are available to send emissions back underground representing a big 
opportunity for the environment and business. 

 
 

In conclusion, we are optimistic that CCS will 
make a meaningful difference in the 
improvement of air quality. The improved 
economics from the IRA bill is already driving 
increased order activity for equipment used in 
carbon capture.  While these are large projects 
that take time to bring online, we believe it is 
just a question of when, not if.  Importantly, CCS 
should extend the economic life of oil and gas 
energy resources in a more environmentally 
friendly format.  As the industry shows that it is 
providing tangible solutions to the clean air 
problem, investors will likely be drawn to energy 
infrastructure. 

Source: Enlink Midstream 

 
 
 
1Includes refineries, fertilizer plants, cement plants, petrochemical facilities, and natural gas processing plants. 
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DISCLOSURES 
 
Except where otherwise indicated, the information contained in this presentation is based on matters as they exist as of 
the date of preparation of such material and not as of the date of distribution or any future date.  This document does not 
constitute advice or a recommendation or offer to sell or a solicitation to deal in any security or financial product.  It is 
provided for information purposes only and on the understanding that the recipient has sufficient knowledge and 
experience to be able to understand and make its own evaluation of the proposals and services described herein, any risks 
associated therewith and any related legal, tax, accounting or other material considerations.  To the extent that a reader 
has any questions regarding the applicability of any specific issue discussed above to their specific portfolio or situation, 
they are encouraged to consult with the professional advisor of their choosing, and recipients should not rely on this 
material in making any future investment decision. 
  
We do not represent that the information contained herein is accurate or complete, and it should not be relied upon as 
such.  Opinions expressed herein are subject to change without notice.  Certain information contained herein (including any 
forward-looking statements and economic and market information) has been obtained from published sources and/or 
prepared by third parties and in certain cases has not been updated through the date hereof.  While such sources are 
believed to be reliable, NBW Capital does not assume any responsibility for the accuracy or completeness of such 
information. NBW Capital does not undertake any obligation to update the information contained herein as of any future 
date.  
 
Any illustrative models or investments presented in this document are based on a number of assumptions and are presented 
only for the limited purpose of providing a sample illustration.  Any sample illustration is inherently subject to significant 
business, economic and competitive uncertainties and contingencies, many of which are beyond NBW Capital’s control. Any 
sample illustration may not be reflective of any actual investment purchased, sold, or recommended for investment by NBW 
Capital and are not intended to represent the performance of any investment made in the past or to be made in the future 
by any portfolio managed or advised by NBW Capital.  
 
The statements in this presentation, including statements in the present tense, may contain projections or forward-looking 
statements regarding future events, targets, intentions or expectations.  Due to various risks and uncertainties, actual 
events or results may differ materially from those reflected or contemplated in such forward-looking statements.  Past 
performance is no guarantee of future results.  Investments are subject to risk, including the possible loss of principal.  No 
representation, warranty or undertaking is made as to the reasonableness of the assumptions made herein or that all 
assumptions made herein have been stated.  Different types of investments involve varying degrees of risk, and there can 
be no assurance that the future performance of any specific investment, investment strategy, or product made reference 
to directly or indirectly in this document, will be profitable, equal any corresponding indicated performance level(s), or be 
suitable for your portfolio. 
 

 


