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May 06, 2020

The Honorable Steve Mnuchin
Secretary

Department of the Treasury
1500 Pennsylvania Avenue NW
Washington, DC 20220

Dear Secretary Mnuchin:

| write to express my serious concerns regarding reports that you are considering bailing out oil
and gas companies using loans backed by taxpayer funds provided by the Coronavirus Aid,
Response, and Economic Stability (CARES) Act. These companies have contributed to the
deterioration of the environment through their emissions,* and their lobbying and political
expenditure efforts have undermined efforts to identify and address the risks of the climate
crisis.? The fossil fuel industry already receives billions of dollars in taxpayer subsidies
annually.® These companies do not deserve special access to taxpayer-financed bailout funds at a
time when millions of Americans are struggling to make ends meet.*

Late last month, you claimed that you were considering options to bail out to the oil and gas
industry.® In particular, you stated, “one of the components we’re looking at is providing a
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lending facility for the [oil and gas] industry.”® It is unclear, however, why such a facility would
be necessary given that these companies already have access to credit. Eligible companies that
have investment-grade credit, including oil companies, will already have access to loans through
the facilities the Federal Reserve System (Fed) is currently rolling out.” The use of taxpayer
money to create an additional facility that would allow non-creditworthy oil companies exclusive
access to funds is both unjustified and unnecessary, especially because the administration has
“resisted suggestions to include funding for renewable energy or green infrastructure into federal
recovery efforts” and reports show that even federal assistance is “unlikely to change the amount
of crude being pumped from U.S. oil fields.”®

The oil and gas industry, which already has landed multiple former industry representatives in
key energy and environmental positions in the Trump administration,® has actively lobbied for
““access to a range of stimulus funds, relief from a variety of pollution regulations, and use of the
strategic petroleum reserve to bolster prices.”'° Even before President Trump declared a national
emergency for the coronavirus disease 2019 (COVID-19) pandemic,*! reports have indicated that
“The White House is strongly considering pushing federal assistance for oil and natural gas
producers. .. as industry officials close to the administration clamor for help.”!?

In addition to your proposal to create a special facility for these companies, lobbyists
representing the oil industry have successfully advocated for the Fed to modify the terms of its
Main Street lending facility to allow borrowers to use the money to repay previous loan
balances.!® Such an arrangement allows companies to use money they get at special rates to
cover their past debts rather than continue to pay and employ workers on the frontlines. To the
extent that the terms of this facility are altered,'* it should be done to provide transparency and
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ensure that the bailout funds are used to support workers, not to cater to special interests. This
is true, particularly given that many of the factors led to the poor fiscal health of these
companies are due to factors unrelated to COVID-19.

The oil and gas sector has faced significant challenges in recent years, including “fracking
operations... losing money for a decade” and “financial institutions... catching wind of fossil
fuels’ weakness and beginning to back away,” highlighting the industry’s continued
vulnerabilities to economic shocks.'® The industry has also been heavily reliant on debt, with
reports documenting that, “Wall Street supercharged America’s energy boom of the past decade
by making it easy for oil companies to finance growth with cheap, borrowed money” and
“Already heavily indebted, many companies are now struggling to make interest payments on the
debt they carry and are finding it challenging to raise new financing, which has gotten more
expensive as traditional buyers of debt have vanished and risks to the oil industry have grown.””*®

In addition, one analysis found that in 2019, “the world’s five largest publicly traded oil and gas
companies shelled out a total of $71.2 billion in dividends and share buybacks last year, while
generating only $61.0 billion in free cash flow.”*” Notably, BP, whose replacement cost profit, a
proxy for net profit, was $10 billion in 2019,'8 saw its net debt rise $6 billion in recent months to
a total of more than $51 billion, *° while maintaining their dividend payments? like many other
large oil and gas companies.?! That bailouts for these companies are even under consideration
reflects the continued inability or unwillingness of the Trump administration to prioritize the
workers on the frontlines in lieu of well-connected polluting industries.

Instead of a bailout for the fossil fuel industry, which already receives around $20 billion in
direct federal subsidies per year and causes trillions of dollars per year in societal costs around
the world,?? federal efforts should look to protect workers in the renewable energy sector, which
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represents a growing percentage of the nation’s energy mix and may suffer significant losses of
jobs and income for the sector’s workers.?® Notably, press reports show that over the last decade,
“U.S. wind power capacity has tripled. Solar photovoltaic capacity has grown by a factor of 76.
Costs have fallen so dramatically that solar and wind power are now two of the cheapest sources
of electricity generation.”?* The pandemic poses a significant threat to clean energy jobs, which
have continued to grow in recent years,? at a potentially higher rate than oil and gas jobs.?
Despite the threats to the renewable energy sector, it however, is not as susceptible to the same
shocks as the oil and gas industry?’ and may therefore be a more stable investment for federal
assistance in the long run.?® Additionally, the significant impacts of the climate crisis on public
health and economic growth,?® exacerbate the need to move towards a clean energy economy to
reduce greenhouse gas emissions.*°

| urge you to immediately halt or reverse any actions to bail out fossil fuel companies, whether in
the form of a separate facility or the modification of one of the Fed’s existing facilities, and
instead focus the Trump administration’s efforts on the workers and companies with legitimate
needs who have been harmed by the economic collapse associated with the COVID-19
pandemic.

Sincerely,

Crokisy.

Elizabeth/Warren
United States Senator
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