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Energy
Lawmakers, Wind Industry Face Challenge
In Gaining Renewal of Production Tax Credit
At a time when both parties have said that creating jobs is the top priority, the wind energy industry is
warning Congress that it needs to take action to extend the renewable energy production tax credit by the
end of March in order to avoid laying off thousands of workers.

But while the production tax credit, which would provide $6.8 billion in subsidies for the wind industry over a
five-year period, has the support of President Obama and many members from both parties, it faces both
practical and philosophical problems in Congress this year.

To begin with, few lawmakers expect much significant legislation to be done prior to the November elections.
They see the surface transportation bill currently being crafted in both houses of Congress as the last major
legislative accomplishment that can be achieved in the next several months.

Viability of Inclusion in Transportation Package

Sen. Michael Bennet (D-Colo.), for example, proposed an amendment to the Senate version of the
transportation bill (S. 1813) that would extend the production tax credit (PTC) for another year—until Jan.
1, 2014 (31 DTR G-7, 2/16/12).

Still, most analysts and lawmakers see attaching a renewal of the 2.2-cent-per-kilowatt-hour production tax
credit to the transportation bill as unlikely to happen because the bill already faces challenges, and leaders
want to avoid attaching new provisions that could add to the controversy (see related story in this issue).

“It's not clear what Congress will do on [transportation,] whether they will even move forward … in either
the House or Senate,” but it is an opportunity, Todd Foley, senior vice president of policy and government
relations for the American Council on Renewable Energy, told Bloomberg BNA.

Rep. Earl Blumenauer (D-Ore.) told Bloomberg BNA that the transportation package had already proven
problematic on its own and would not be the right vehicle for the credit extension.

“I think that would complicate it and not make it smoother,” he said.

After the transportation legislation, analysts said it is unclear what else Congress will work on before the
November elections. There may be some kind of larger energy package or a package of business tax credits
that could include the credit, Rob Gramlich, senior vice president of public policy for the American Wind
Energy Association, told Bloomberg BNA.

Lawmakers Challenge Policy

The renewable energy industry has been concerned about the pending expiration of the production tax
credit for biomass, geothermal, and wind power that expires at the end of 2012. Despite support from some
lawmakers and state governors, however, another group of legislators have advocated for ending the credit
as bad policy.

Concern in Washington is growing over the growing deficit, and some lawmakers are looking at tax credits to
solve the problem. Sens. Jim DeMint (D-S.C.) and Mike Lee (R-Utah), along with Rep. Mike Pompeo (R-Kan.),
are pushing their proposal (S. 2064, H.R. 3308) that would eliminate all tax incentives for all energy
sectors, which would generate revenue that could be used to pay down the debt and lower the overall
corporate tax rate (41 DTR G-3, 3/2/12).

The group of supporters said the policy amounts to the government “picking winners and losers” where the
market should determine which industry succeeds.

The PTC, which was created in 1992 for wind and closed-loop biomass electricity and expanded in 2004 to
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other renewable technologies, leads to revenue losses. The revenue loss grew rapidly after 2005 alongside
an increase in renewable energy production, according to a report by the Congressional Research Service
(156 DTR G-1, 8/12/11).

In 2010, revenue loss associated with the credit topped $1.4 billion, where it had equaled $6 billion in the
previous nine years, the report said.

DeMint's measure has not gained much traction, adding two co-sponsors in the Senate and 21 in the
House, but other lawmakers are against extension of the credit. Sen. Lamar Alexander (R-Tenn.), who
fought against inclusion in the recently enacted payroll tax cut, has equated the credit to subsidies for oil
and gas companies that Democrats continue to oppose.

“This would maintain a big loophole for investment bankers, for the very wealthy, and for big corporations,”
Alexander said recently in a floor speech. “And what do we get in return for these billions of dollars of
subsidies? We get a puny amount of unreliable electricity that arrives disproportionately at night when we
don't need it.”

Alexander contends that wind energy is not as effective for electricity production or as environmentally
friendly as other methods such as nuclear energy or natural gas.

Credit's Importance for Economy, Competition

Lawmakers also worry about maintaining government subsidies for targeted industries for an extended
period of time. The PTC has been extended seven times over the 20 year period, which leads some Senators
to question when the industry would no longer need government assistance (241 DTR G-3, 12/15/11).

The renewable energy industry, however, maintains that the credit is important to investment and growth
in the sector and for the ability to compete with other energy sources like oil and gas. Market growth is at
risk without action, and the United States would likely see a fall off in investment and economic activity
without renewal, Foley said.

“It doesn't seem to make any kind of policy sense to pull the rug out at a time when the policies are
working, the industry is succeeding, and is on the verge of achieving for-cost competitiveness,” he said.

The total number of wind-supported jobs will drop by almost half, from 78,000 to 41,000 in 2013 without
an extension of the credit, according to a report by AWEA. The group also found that wind investment would
drop also by about $10 billion.

The wind industry is already seeing layoffs in anticipation of no legislation before the lame duck session,
Gramlich said, referring to the period after the election in November.

“There would be a lot of layoffs, particularly in wind manufacturing. It would be inevitable,” Gramlich said.
“Some would be saved if it were passed in the lame duck session, but many would happen prior to that.”

Despite this pushback, the credit maintains support in both chambers from members of both parties
because it fits into in the clean energy economy that Democrats and Obama promote and the energy
independence and job growth that Republicans support.

The push for an extension is gaining more Republican support for a speedy passage, Gramlich said. Twelve
lawmakers, including six Republican senators, pressed bipartisan Senate leadership in a Feb. 22 letter to
take up the measure as soon as possible.

President Obama included the PTC specifically in his framework for tax reform released in late February (35
DTR GG-1, 2/23/12). His plan would make the PTC permanent and refundable.

The current “approach has created an uncertain investment climate, undermined the effectiveness of our
tax expenditures, and hindered the development of a clean energy sector in the United States,” Obama's
plan said.

Obama's inclusion of the PTC reflects how important the issue is for jobs and for bringing new sources of
energy, Gramlich said.

Challenge Is Finding a Vehicle

Despite the debate over the policy, supporters and lawmakers said the main concern is finding a legislative
vehicle to move the provision forward.
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Historically, the PTC has not moved through the legislative process on its own, Gramlich said. The PTC
extension would most likely have to be moved through the process with a group of other measures.

Finance Committee member Sen. Charles Grassley (R-Iowa) told Bloomberg BNA that pressure from
industries on the research and development tax credit generally moves the other tax extenders and would
be key in pushing the PTC extension forward.

“If there's enough pressure from major industries for that, I believe you could have a standalone bill for
extenders,” but not for wind alone, he said.

One standalone measure in the House, the American Renewable Energy Production Tax Credit Extension Act
(H.R. 3307), proposed by House Ways and Means members Rep. Dave Reichert (R-Wash.) and Blumenauer
would extend the credit for four years, but analysts have said passage is unlikely (239 DTR G-3, 12/13/11).

“We're working so hard to move this thing forward as soon as we can, but I think it's going to be difficult,”
Reichert told Bloomberg BNA. He said a legislative vehicle may not come up until the end of the year when
the other tax extenders are taken up.

However, no decision has been made about when or how the House will consider legislation to extend
expiring and expired tax provisions, House Ways and Means Committee Chairman Dave Camp (R-Mich.) said
recently (40 DTR G-5, 3/1/12).

Blumenauer said that something would happen with the credit this year, despite the uncertainty over how
the measure might move. Lawmakers in an election year are looking for legislation that shows they care
about the economy, he said.

“I think the case gets stronger” the longer it takes for passage and the more pressure falls on the industry,
he said. “We're ready for whatever vehicle happens.”

By Liz White

For More Information
Text of H.R. 3307 is in TaxCore. Text of the senators' Feb. 22 letter is available at
http://kerry.senate.gov/press/release/?id=44918d60-ef33-4ddd-9f40-48eceea28f19.

The AWEA report, Impact of the Production Tax Credit on the U.S. Wind Market, is available at
http://www.awea.org/_cs_upload/learnabout/publications/reports/12538_3.pdf.
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