Testimony of Congresswoman Shelley Berkley, April 24, 2007
House Ways and Means Subcommittee on Select Revenue Measures

Member Day on Energy Tax Policy Legislation 

Mr. Chairman, 

Thank you for holding this hearing.  I am here today to talk about a bill I have introduced, H.R. 1133, the Freedom through Renewable Energy Expansion Act, or FREE Act.  
I first introduced the FREE Act in the 109th Congress because it had become clear to me that this country cannot continue to depend on foreign countries for our energy needs.  We must become energy independent and free from foreign fuels, and we can do this by turning to our own vast resources for alternative energy. 
The nation’s tax policy should be an integral part of the congressional effort to free the nation from polluting sources of energy.  The FREE Act addresses this issue in two ways.  First, it repeals tax breaks and other subsidies to the oil, gas and nuclear industries.  Not only are these industries reaping record profits, but the energy they produce and the waste that results from it is harmful to the environment and exacerbates the problem of global warming.  Repealing giveaways to these industries will free up some of the finances needed to achieve energy independence. 
Earlier this year, the House set aside $14 billion for the promotion of alternative energy when it passed the CLEAN Energy Act.  By repealing additional subsidies that are unnecessary and wasteful, the FREE Act would cut federal spending by nearly $13 billion.  Of this total cost savings, over $6 billion would come from repealed tax subsidies. 
The FREE Act’s second approach to securing independence is by changing what energy we use and how we use it.  The FREE Act promotes the production and use of renewable energy, funds renewable energy research, and requires energy efficiency.  
Today I will highlight the use of tax credits to promote the production of renewable energy because it is under the jurisdiction of this subcommittee.  
Various energy tax credits are currently available to the business and residential sectors, several of which Congress extended in the Energy Policy Act of 2005.  However, these are about to expire, and without a long-term extension, the renewable industry will not be able to deliver the clean energy our country needs.  
The Production Tax Credit (PTC) is currently available to facilities that produce alternative forms of power.  The PTC is set to expire at the end of 2008, and the FREE Act would extend it until January 1, 2016, another seven years. 
The commercial Investment Tax Credit (ITC) is currently available to businesses investing in solar, fuel cell, and geothermal properties.  The FREE Act would extend the 
ITC until January 1, 2016, and would modify the geothermal ITC to match the solar ITC, which receives a higher credit level.        
We must also provide incentives to home owners to promote renewable energy consumption in all sectors.  The ITC for residential energy efficient properties that use solar and fuel cell equipment currently expires on December 31, 2008, but the FREE Act would extend it another seven years, until December 31, 2015.  

Finally, the FREE Act would create a new small wind ITC that covers small wind systems used to power homes, farms, and small businesses.

The FREE Act would provide a long-term extension of these tax credits because it has become clear that short-term extensions will not provide a sufficient incentive.  Southern Nevada has some of the best solar resources in the entire world—offering between 7000 and 7500 watt-hours per square meter—but the construction of large scale solar power plants takes 5-7 years from planning to startup.  

Nevada Solar One, a 450-acre concentrating solar power facility just outside of Las Vegas, will provide 64 megawatts of solar power when it comes online this spring.  It took six and a half years to build, from planning to startup, and it is the only facility of its kind built in the U.S. in the last 15 years.  If Congress does not pass a long-term extension of this credit, projects such as this with long construction periods will not be financially viable.  A short-term extension of this credit will not offer enough incentive.   
The same is true for the effectiveness of the PTC as an incentive for geothermal energy production.  Geothermal plants have a construction lead-time of 3 years or more, which means that some of the largest new geothermal facilities may not go forward because they will not be able to meet the deadline for the PTC.  Often times, investors are scared away from a geothermal project because they are afraid they won’t be able to place a facility in service in time to receive the credit, and the project would not be financially viable without the credit.  Geothermal is an untapped energy resource that is abundant in Nevada and has enormous potential for energy production across the Western states.  It would be inexcusable for Congress to let this clean energy resource go unused.  
While this committee will deal with using tax credits to promote renewable energy production, there are other ways for the federal government to pave the way toward energy independence, and the FREE Act would help in those areas.  The FREE Act calls for several non-tax provisions, including a Federal Renewable Portfolio Standard that would require 20 percent of the nation’s energy come from renewable sources by 2016.  The FREE Act would also strengthen the federal energy purchase requirement to require that the federal government consume at least 20 percent of its energy from renewable sources by 2015.   
The FREE Act would also create a federal grant to schools that produce renewable energy, provide research funding for geothermal energy, and would raise the nation’s average fuel economy standards to 33 mpg by 2017.
This government action combined with market incentives will help create a healthy renewable energy industry and move us in the direction of energy independence.  Funded by repeals in unnecessary tax breaks, these efforts will free the country from foreign oil and unclean energy.  Becoming energy independent will take time, and that is why we need to begin now.  The FREE Act will point us in the right direction.
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