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(1) 

ALTERNATIVE ENERGY TAX INCENTIVES: THE 
EFFECT OF SHORT-TERM EXTENSIONS ON 
ALTERNATIVE TECHNOLOGY INVESTMENT, 

DOMESTIC MANUFACTURING, AND JOBS 

WEDNESDAY, DECEMBER 14, 2011 

U.S. SENATE,
SUBCOMMITTEE ON ENERGY, NATURAL

RESOURCES, AND INFRASTRUCTURE, 
COMMITTEE ON FINANCE, 

Washington, DC. 
The hearing was convened, pursuant to notice, at 9:43 a.m., in 

room SD–215, Dirksen Senate Office Building, Hon. Jeff Bingaman 
(chairman of the subcommittee) presiding. 

Present: Senators Carper, Wyden, Kerry, Grassley, Cornyn, and 
Thune. 

OPENING STATEMENT OF HON. JEFF BINGAMAN, A U.S. SEN-
ATOR FROM NEW MEXICO, CHAIRMAN, SUBCOMMITTEE ON 
ENERGY, NATURAL RESOURCES, AND INFRASTRUCTURE, 
COMMITTEE ON FINANCE 

Senator BINGAMAN. Why don’t we try to get started here? We are 
2 or 3 minutes early, but we have been advised there is going to 
be a vote or two votes beginning at around 10:45. So we would like 
to get going and get as much of the hearing done as possible before 
those votes. 

Good morning. Today’s hearing examines ‘‘alternative energy tax 
incentives: the effect of short-term extensions on alternative tech-
nology investment, domestic manufacturing, and jobs.’’ 

Given the impending expiration of various tax provisions related 
to alternative energy and energy efficiency, this hearing is very 
timely. At least 10 important provisions expire in a little over 2 
weeks. And in 2012, there will be an expiration of five other signifi-
cant energy provisions. Allowing those incentives to expire will 
have, in my view, a negative impact on the country’s ability to de-
velop alternative energy resources. 

In the past 5 years, alternative energy in the United States has 
gone from a halting, uncertain industry to a young but rapidly 
growing sector of the economy. We can attribute part of this suc-
cess to several years of predictable and consistent government in-
centives, but, overall, incentives for alternative energy are still pri-
marily short-term, and manufacturers and developers and inves-
tors routinely face significant uncertainty surrounding Federal pol-
icy. 
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One example of how inconsistent Federal policy affects the en-
ergy industry is the production tax credit. This credit supports a 
variety of alternative energy production, including wind, geo-
thermal, refined coal, and nuclear. It has been allowed to lapse 3 
times since originally enacted. Each time, the installation of new 
wind energy dropped precipitously the following year, the first time 
by 93 percent, the second time by 73 percent, and the third time 
by 77 percent. 

So, fossil fuel provisions offer an excellent example of a success-
ful Federal support structure. Predictable long-term incentives and 
aggressive research efforts have helped to build a global industry. 
More recently, they have aided in discovering and accessing vast 
new deposits of oil and gas, and those efforts have paid off. 

Our oil import dependence peaked in 2005 and is set to continue 
to decline in coming decades. The natural gas production continues 
to expand so much that the Department of Energy is now consid-
ering at least six natural gas export permits. 

Despite the success of these conventional energy resources, sev-
eral reasons exist for the U.S. to maintain and expand policies to 
aggressively diversify its energy resources. These include price sta-
bility, energy security, economic growth, and environmental con-
cerns. 

In my view, we should be employing an all-of-the-above strategy 
for developing all energy resources, and we should be crafting fo-
cused and efficient tax policies that will help us get there. 

So we will look today at the frequent short-term extensions and 
expiration of alternative energy tax incentives; second, try to un-
derstand how they have affected the alternative energy industry in 
the United States, the build-out of manufacturing facilities, supply 
chain issues, and employment; and finally, what needs to be done 
on energy tax provisions to continue transitioning our economy to 
a clean energy economy. 

[The prepared statement of Senator Bingaman appears in the ap-
pendix.] 

Senator BINGAMAN. Let me call on Senator Cornyn for his com-
ments. 

OPENING STATEMENT OF HON. JOHN CORNYN, 
A U.S. SENATOR FROM TEXAS 

Senator CORNYN. Thank you, Mr. Chairman, for holding today’s 
hearing. I want to thank the witnesses for being here today to 
share with us their expertise and perspectives. 

I know we are going to hear today a lot about the need to provide 
industry with certainty and predictability when it comes to the tax 
code and job creation and looking at the costs and benefits of Fed-
eral policy. 

Given that too many Americans remain out of work, I want to 
take the opportunity just to mention one subject which is energy- 
related, but it is not directly related, and that is the shovel-ready 
Keystone pipeline project, which does not need any tax incentives, 
but it is in need of a presidential permit. 

This project means, not only additional energy security for the 
United States, but thousands of jobs and revenue to communities, 
States, and to the Federal Treasury. 
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In my State, in Texas, we believe in an all-of-the-above energy 
policy. We know that the backbone of any successful economy is a 
stable and secure supply of affordable energy. We are blessed with 
a diverse array of energy sources and industries providing solid 
employment in Texas, while supplying the Nation. 

We are, not surprisingly perhaps, the leading crude oil producing 
State in the Nation. Our State’s 27 refineries can process more 
than 4.7 million barrels of crude per day, and they account for 
about one-fourth of total U.S. refining capacity. We are also the 
Nation’s leading natural gas producer and also lead the Nation in 
wind-powered generation capacity. 

Unfortunately, when you look at the message being sent from 
Washington and received across the country, it is a mixed message 
and a confusing message when it comes to national energy policy, 
particularly domestic oil production, blaming the industry for high 
gasoline prices and accusing them of sitting on resources while, at 
the same time, arguing that tax incentives lead to over-production 
and should be discontinued, and delaying permits for new drilling, 
particularly in the Gulf of Mexico, while telling Brazil that the U.S. 
will be their best customer. 

To obtain some basis and some facts necessary for an intelligent 
discussion of targeted tax incentives for energy, I requested a 
memo earlier this year from the Congressional Research Service. 
That memo looked at only the targeted tax incentives, and its find-
ings are worth summarizing here, which I will do briefly. 

During 2009, 77.9 percent of U.S. primary energy production can 
be attributed to fossil fuels, 77.9 percent, while 10.6 percent was 
provided by renewable resources. Of the Federal tax support to en-
ergy in 2009, an estimated 12.6 percent supported fossil fuels, 
while 77.4 percent supported renewables. In other words, while the 
majority of U.S. primary energy production came from fossil fuels, 
the majority of energy tax revenue losses were associated with pro-
visions designed to support renewables. 

Many today will argue for extensions of valuable tax incentives 
for their type of energy, and I think the time has come to evaluate 
tax policy based on value to the taxpayer. I am going to quote my 
good friend Senator Carper here, who last week said we need to 
ask the question, ‘‘Are we getting the best bang for our buck from 
all of them, and which ones should we extend, modify, or elimi-
nate?’’ Who says bipartisanship is dead in Washington? I agree 
with Senator Carper. 

I hope today’s hearing continues a serious discussion and exam-
ination of the various credits and deductions in the Internal Rev-
enue Code. It is no secret, as the President’s own bipartisan fiscal 
commission documented in excruciating detail, our current tax code 
is a never-ending maze, full of twists and turns that can only con-
fuse and befuddle even the experts. It is in dire need of reform, and 
nothing—nothing—should be off the table. 

When examining renewable incentives, it is important to con-
sider to what extent other policies already exist to assist alter-
native energy industries, such as renewable electricity mandates 
and fuel quotas. 

Finally, what about the challenges that exist with or without the 
tax incentives, such as the limitation on our Nation’s grid for vari-

VerDate Nov 24 2008 20:43 Jan 16, 2013 Jkt 000000 PO 00000 Frm 00007 Fmt 6633 Sfmt 6633 R:\DOCS\77605.000 TIMD



4 

able sources of energy, and how are incentives utilized for over-
coming risk? For example, there are fundamental differences in an 
independent oil and gas producer purchasing a lease to explore for 
a resource and a company building a wind farm or solar installa-
tion for electricity use where power purchase agreements are made 
to sell the electricity generated. 

In my view, these questions should not be separate from the dis-
cussion about extenders, because they are essential to protecting 
the taxpayer-funded investment in these projects. 

Thank you very much, Mr. Chairman. I look forward to hearing 
from the witnesses. 

[The prepared statement of Senator Cornyn appears in the ap-
pendix.] 

Senator GRASSLEY. Mr. Chairman, could I have 1 minute? 
Senator BINGAMAN. You can. Senator Kerry may want a minute, 

and Senator Carper may want a minute. I do not mind if each of 
you takes a minute. 

Senator GRASSLEY. I have to go to the floor. 
Senator BINGAMAN. Go right ahead. 

OPENING STATEMENT OF HON. CHUCK GRASSLEY, 
A U.S. SENATOR FROM IOWA 

Senator GRASSLEY. I would like to explain that I will not be at 
this meeting because of the balanced budget amendment on the 
floor and then because of our oversight hearing in the Judiciary 
Committee with the FBI. 

But I want to put a long statement in the record and just simply 
say that both political parties believe that we ought to be doing 
things related to getting jobs. And one of the things that I am the 
author of is the wind energy tax credit of 1992, and it does not ex-
pire until next year. But effectively, it expires, as far as the jobs 
are concerned, March to June of this year, in my State of Iowa, for 
instance. 

When I sponsored this bill almost 20 years ago, I did not have 
the slightest idea we would have companies coming from other 
countries to locate in Iowa to make component parts. But we would 
have 3,000 to 4,000 jobs in jeopardy if we do not extend the wind 
energy tax credit a long time before it expires next December 31. 

And that is not my only interest, because you know my interest 
in biofuels, but I just wanted to make clear why I could not be here 
and emphasize the job aspect of this. 

Thank you very much, Mr. Chairman. 
[The prepared statement of Senator Grassley appears in the ap-

pendix.] 
Senator BINGAMAN. Thank you very much. 
Senator Kerry, did you want to make a very short statement, 

too? 
Senator KERRY. Mr. Chairman, I will come back. I need to go 

away and come back, and then I will say a few words about it so 
I do not tie it up right now. But thank you very much anyway. 

Senator BINGAMAN. Thank you. 
Let me introduce our five excellent witnesses here. Dr. Molly 

Sherlock is an Analyst in Economics with the Congressional Re-
search Service and has done a lot of analysis in this area. Will 
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Coleman is a partner with Mohr Davidow Ventures, which is a ven-
ture capital firm. Martha Wyrsch is the president of Vestas- 
American Wind Technology. Thank you for being here. Paul Soanes 
is the president and CEO of Renewable Biofuels, which is based in 
Houston, TX or near Houston, TX. Dr. Margo Thorning is the sen-
ior vice president and chief economist at the American Council for 
Capital Formation. Thank you for being here. 

Why don’t we just have you proceed in that order? And, if you 
could each give us about 5 minutes, making the main points you 
think we should understand about this set of issues, then we will 
have some questions. 

Dr. Sherlock, go right ahead. 

STATEMENT OF DR. MOLLY SHERLOCK, ANALYST IN ECONOM-
ICS, CONGRESSIONAL RESEARCH SERVICE, WASHINGTON, 
DC 

Dr. SHERLOCK. Thank you. Good morning. Chairman Bingaman 
and Ranking Member Cornyn and members of the subcommittee, 
on behalf of the Congressional Research Service, I thank you for 
the opportunity to appear before you today. 

There are three main themes I will address in today’s testimony. 
First, I will identify energy-related tax incentives scheduled to ex-
pire at the end of 2011. Second, I will discuss the negative effects 
temporary tax incentives may have on the renewable energy indus-
try. Finally, I will outline characteristics of an economically effi-
cient and effective energy tax policy. 

A number of clean energy industries benefit from tax incentives 
scheduled to expire. Since 2009, renewable energy investors have 
had the option to receive a 1-time grant from the Treasury in lieu 
of production or investment tax credits. This incentive is available 
to projects that begin construction before the end of this year. 

After the grant option expires, the renewable energy production 
and investment tax credits will remain available. The production 
tax credit for wind, however, is scheduled to expire at the end of 
2012. Also expiring are several provisions that support renewable 
and alternative fuels. The $.45 per gallon tax credit for ethanol is 
set to expire, as is the $1 per gallon tax credit for biodiesel. 

Finally, several tax provisions that support enhanced energy effi-
ciency are scheduled to sunset this year. After 2011, taxpayers 
making energy efficiency improvements to their homes will no 
longer qualify for a tax credit. Other incentives scheduled to expire 
include a credit for energy-efficient appliance manufacturers and a 
credit for builders of energy-efficient new homes. 

The second point you asked me to address today is related to the 
impact of temporary tax incentives on renewable energy industries. 
In theory, temporary tax incentives might provide economic stim-
ulus or help new technologies achieve scale. In practice, very few 
temporary tax incentives, after becoming part of the Internal Rev-
enue Code, are actually allowed to expire. Nonetheless, the fre-
quent threat of expiration and potential for policies to lapse can 
have negative consequences for the industries these incentives are 
designed to support. 

Take, for example, the production tax credit for wind. The PTC 
has been extended 7 times since being enacted in 1992. Prior to 
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three of these extensions, the credit was allowed to lapse. Lapses 
in the PTC have been associated with substantial declines in new 
wind development. 

With uncertainty surrounding the fate of the PTC, some projects 
were stalled or put on hiatus. Project developers may be left on 
standby, waiting for the credit to be reinstated before moving for-
ward. Wind development that occurs in fits and starts can create 
bottlenecks in the turbine manufacturing process, which might 
delay projects and increase overall costs. 

Clean energy manufacturers may also be reluctant to make per-
manent investments when tax credits supporting demand for their 
product remain in flux. Biodiesel markets also experience declines 
in production following the expiration of tax incentives. Between 
2005, when the tax credits for biodiesel were introduced, and 2008, 
biodiesel production steadily increased. Biodiesel production began 
to decline in 2009, and, after the tax credit for biodiesel expired at 
the end of that year, the decline continued into 2010. 

The tax credit for biodiesel was reinstated at the end of 2010, 
and, in 2011, biodiesel production is up. However, it should be 
noted that the markets for wind and biodiesel are influenced by a 
number of factors, tax incentives being just one. Natural gas prices 
and State-level Renewable Portfolio Standards influence wind de-
velopment. Biodiesel markets are affected by the price of regular 
diesel and mandates for renewable fuels. 

Finally, I would like to note some characteristics of economically 
efficient energy tax policy. First, cost-effective incentives are those 
that encourage changes in behavior rather than those that reward 
current practices. 

Second, incentives made available to a broad range of tech-
nologies avoid picking winners. Technological neutrality will re-
move a bias against newly emerging technologies. 

And finally, energy tax policy does not exist in a vacuum. Tax 
policies may interact with or be redundant to other policies sup-
porting energy. This issue has been raised with respect to tax in-
centives for renewable fuels under the renewable fuels standard. 

Thank you again for inviting me to appear today. I am happy to 
respond to your questions. 

[The prepared statement of Dr. Sherlock appears in the appen-
dix.] 

Senator BINGAMAN. Thank you very much. 
Mr. Coleman, go right ahead. 

STATEMENT OF WILL COLEMAN, PARTNER, 
MOHR DAVIDOW VENTURES, MENLO PARK, CA 

Mr. COLEMAN. Thank you, Chairman Bingaman, Ranking Mem-
ber Cornyn, and distinguished members of the committee. I appre-
ciate the opportunity to be here today. 

I am Will Coleman, a partner at the venture capital firm Mohr 
Davidow. Since 1983, we have funded over 250 companies in infor-
mation technology, life sciences, and energy. We were one of the 
earlier mainline venture funds to begin investing in energy and 
have since invested in a range of sectors, including biochemicals, 
solar, and battery materials, among others. 
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As early-stage investors, we invest in companies from startup to 
initial commercialization, and we have seen the challenges of build-
ing and scaling businesses in energy. 

I am here today to focus on two topics: first, how uncertainty 
about the future of current tax provisions is impacting investment 
in the energy sector and, second, how the energy industry is facing 
a growing innovation gap that requires a more stable and sup-
portive environment if our country is to remain competitive. 

Tax policy has always played a significant role in the evolution 
of the energy industry, from the establishment of the percentage 
depletion allowance 80 years ago to, more recently, the establish-
ment of a series of tax incentives for the deployment of renewable 
energy. 

As global demand continues to strain conventional resources, 
most of our Nation’s competitors have recognized that new tech-
nologies are becoming increasingly strategic. The current produc-
tion and investment tax credits in the U.S. have been instrumental 
in mobilizing private capital to invest in clean energy. Over the last 
5 years, wind and solar have been the fastest-growing energy 
sources. Over that time, the cost of solar modules has dropped 80 
percent. And in just the last 3 years, wind costs have dropped 30 
percent. In comparison, the cost of coal, oil, and even natural gas 
has risen significantly over the last decade. 

Despite the growth of renewable technologies, these sectors are 
still in their infancy. We are rapidly approaching the point where 
several alternative technologies could compete on a level playing 
field in the absence of subsidies. However, we are not there yet. 

The current situation for renewables is emblematic of the broad-
er flaws in our approach to energy tax policy, for two reasons. 
First, uncertainty over extension of current clean energy provisions 
is undermining short- and long-term investment just as some of 
these technologies are beginning to reach commercial viability; and, 
second, the current tax code does not support ongoing innovation 
in substantially new technologies that would continue to drive 
down the costs in both emerging and conventional energy sectors. 

Unlike in oil and gas, where the current credits are almost all 
permanent and provide investors and corporations with enough cer-
tainty to make long-term investments, almost all the credits for the 
renewable sector are set to expire in the next few years. 

The lack of certainty is a major challenge for developers, manu-
facturers, and investors. The project development process can take 
3 to 4 years for proven energy technology that has already been 
demonstrated to work in the field, but even longer for new innova-
tive technologies. For these kinds of technologies, 3 to 5 years of 
development and demonstration are typically required before they 
even begin to develop a commercial project, and often 7 to 10 years 
before large-scale commercialization begins. So it takes a long time. 

This is why investors need certainty and otherwise will choose to 
invest in areas with more permanent structures. And so the cur-
rent provisions need a longer horizon. 

At the same time, as a technology investor, I believe the goal 
should not be to prop up industries to keep them competitive in-
definitely, but rather to support the innovation and scaling nec-
essary for them to be competitive in the long term without sup-
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ports. Therefore, I believe it is also time to consider some new ap-
proaches that will improve the efficiency of the current energy tax 
code. 

Our competitiveness as a Nation depends on harnessing tech-
nology innovation, which has been credited with three-quarters of 
the Nation’s growth since World War II. We need to focus on 
unlocking this innovation in both renewables and conventional en-
ergy sources. This requires new inventions and that these inven-
tions achieve economies of scale to compete. 

Our tax policy needs to better address these scaling challenges. 
Fortunately, there are some relatively simple ways to reform the 
tax code to be more efficient and flexible, while encouraging invest-
ment in new and improved technologies across all of the energy 
sectors. 

One such approach, as I detailed in my written testimony, would 
be a volume-based credit for individual companies that would sup-
port early manufacturing of new technologies and then roll off as 
these technologies hit commercial scale. This approach would sim-
plify the code and eliminate the long-term dependence on incen-
tives that has plagued many energy tax provisions. 

In concluding, let me end with a note of urgency. Tax credits are 
a central tool in the American policy framework to incentivize inno-
vation. If we do not get them right, it is not just that we forego 
a better way of doing things, we may, in fact, cripple America’s 
ability to compete. 

Our economic strength over the next several decades will depend, 
not just on how effectively we harness existing resources, but also 
on how we choose to cultivate newer sources of energy. The focus 
must shift to accelerating the rate of innovation, continuing to re-
duce the cost to taxpayers, and establishing long-term regulatory 
certainty for investors to unlock private investment in innovative 
companies. 

We have the talent, the capital markets, and the capacity to lead 
in energy technology. I hope this committee will move forward 
quickly on some of these important reforms, and I look forward to 
the opportunity to work with you in the coming months. 

[The prepared statement of Mr. Coleman appears in the appen-
dix.] 

Senator BINGAMAN. Thank you very much. 
Ms. Wyrsch, go right ahead. 

STATEMENT OF MARTHA WYRSCH, PRESIDENT, 
VESTAS-AMERICAN WIND TECHNOLOGY, PORTLAND, OR 

Ms. WYRSCH. Thank you, Chairman Bingaman, Ranking Member 
Cornyn, and members of the subcommittee. My name is Martha 
Wyrsch, and I am president of Vestas-American Wind Technology, 
the North American arm of Vestas Wind Systems. On behalf of 
Vestas’s 3,000 employees in the United States, thank you for the 
opportunity to discuss tax policies to support renewable energy. 

Wind energy is a success story, and it is one that Congress can 
be very proud of. The section 45 production tax credit, or the PTC, 
has been a successful tool in driving a new energy economy in 
America. 
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Wind energy now represents a manufacturing base that employs 
tens of thousands of workers across the U.S. in high-wage, high- 
skill jobs with medical and retirement benefits. 

Vestas is the global leader in designing, manufacturing, and sup-
plying wind turbines. We have been doing business in the United 
States for more than 30 years, supplying more than 11,000 wind 
turbines in 26 states. Since 2008, we have invested over $1 billion 
in four U.S. manufacturing plants and now employ more than 
1,800 Americans in these factories. 

The domestic content of wind turbines in the United States has 
grown from 25 percent to over 65 percent, and, in Vestas, it is even 
higher. Our presence is felt in nearly 40 States, with four tech-
nology facilities, more than 100 wind parks, and through our rela-
tionships with our suppliers. 

If the PTC is not extended immediately, the U.S. wind industry 
will face very serious challenges. Without an extension, we at Ves-
tas will have to make tough decisions on our employment and in-
vestments beyond 2012. 

A report released earlier this week by Navigant Consulting, ti-
tled ‘‘Impact of the Production Tax Credit on the U.S. Market,’’ es-
timates over 37,000 domestic jobs in the wind industry could be 
lost if the PTC is not extended. 

Predictable, long-term tax and energy policies are critical to con-
tinued growth of wind energy as a low-cost, reliable, domestic 
source of electricity. I strongly urge the immediate extension of the 
PTC to ensure the continued development of wind energy and the 
domestic manufacture of wind turbines. 

As a former natural gas and electric utility executive, I have seen 
firsthand how policy measures, particularly the tax code, can im-
pact energy generation. Congress has long incentivized energy tech-
nologies, and many of those incentives are permanent in the tax 
code. Wind and other renewables have received tax incentives in 
recent years, but the policies have been short-term. This has made 
it difficult for companies and investors to plan and make long-term 
investment decisions. 

Since 1999, the PTC has been set to expire 7 times. As a result, 
the industry has seen a boom-and-bust cycle of development, with 
significant drops in installations in years following the PTC expira-
tion, and the cycle is shown in a chart on page 2 of my written tes-
timony. 

From 2008 to 2011, the U.S. experienced an enormous increase 
in wind energy development due to the longer-term extension of 
the PTC. According to the American Wind Energy Association, av-
erage investments in domestic wind energy have been between $10 
billion to $15 billion per year since 2008. 

But nothing is more unsettling to a business than the lack of reg-
ulatory and fiscal certainty. Although the PTC does not expire until 
the end of 2012, the impact is being felt now. The development 
cycle of a wind farm from conceptualization to operation averages 
about 3 years. 

Suppliers require significant lead time to ensure they have pro-
duced quality parts for wind turbines. When orders are slowing 
down due to a looming expiration of the PTC, our business suffers. 
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Today there are essentially no firm plans to build wind farms in 
the United States past 2012, and, instead, developers are turning 
their wind energy investment dollars to other countries. 

Thanks to the support of many on this committee, wind energy 
is becoming an American industry. However, our future is in jeop-
ardy, and the impact of allowing the PTC to expire or extending 
it at the last hour is much greater than in previous years, because 
our presence today is so much larger than it has been in the past. 

So, again, I ask you, please move quickly to extend the PTC, and 
thank you for the opportunity to provide this testimony. 

[The prepared statement of Ms. Wyrsch appears in the appen-
dix.] 

Senator BINGAMAN. Thank you very much. 
Mr. Soanes, go right ahead. 

STATEMENT OF PAUL SOANES, PRESIDENT AND CEO, 
RENEWABLE BIOFUELS, HOUSTON, TX 

Mr. SOANES. Mr. Chairman, Ranking Member Cornyn, and mem-
bers of the committee, thank you for the invitation to appear today, 
and thank you for your leadership in securing energy independence 
for our Nation and your support of the biodiesel industry. 

By way of introduction, my name is Paul Soanes. I am president 
and CEO of Renewable Biofuels. We own and operate the largest 
biodiesel plant in the country, a 180-million-gallons-per-year facil-
ity in Port Neches, TX. 

I am here today to testify to three points. First, it is essential 
that Congress act and act now to extend the blenders tax credit. 
This tax credit provides price certainty to our industry and pro-
vides an important incentive to fuel blenders and refiners to use 
our product. 

Secondly, as the market develops, we would ask Congress to con-
sider alternatives to the present system that can further enhance 
the production of domestic biodiesel and provide energy independ-
ence for our Nation. In this regard, we refer to the production tax 
credit alternative that is being proposed by Senators Cantwell and 
Grassley, which essentially would promote the development of do-
mestic biodiesel production and American jobs, as the production 
credit would only be available for biodiesel produced within the 
U.S. 

Thirdly, we see significant value in having stable energy policy 
coexist with stable tax policy. In that regard, we applaud Congress 
for passing the renewable fuel standard in the 2007 law, which cre-
ated a specific mandate for the use of biodiesel within America and 
provided producers with a dedicated demand and with market cer-
tainty, which is essential for the continued development of the 
biofuels industry. 

Returning to the specific topic of today’s hearing, the impact of 
tax incentives on production, I would draw your attention to the 
chart on my left-hand side. As you can see from the chart, from 
2005 to 2009, when the industry enjoyed a consistent extension of 
the blenders tax credit, biodiesel production grew from 28 million 
gallons in 2004 to 678 million gallons in 2008. 

In 2010, the blenders tax credit lapsed before being reinstated at 
the end of the year, but the impact of that was dramatic. We saw 
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a 40-percent reduction in production from 2009 to 2010, with over 
90 percent of independent producers either mothballing or shutting 
down their facilities, with a massive loss of jobs and investor con-
fidence in the sector. 

This brings us full circle to 2011, where, for the first year, the 
industry could rely on both implementation of the renewable fuel 
standard through RFS–2, which provided market certainty, and the 
blenders tax credit, which was extended, providing price certainty. 

The result was, the industry experienced unprecedented growth 
and is on track to produce over 1 billion gallons of biodiesel produc-
tion in 2011, a 300-percent increase from the 2010 levels. 

The experience of RBF during this time period mirrors that of 
the industry. In 2010, we produced at less than 5 percent of the 
plant nameplate rating, and we had to opportunistically source 
sales and manage through the 2009–2010 bust cycle in the bio-
diesel industry. 

In 2011, we are on track to produce in excess of 62 million gal-
lons of biodiesel, a 700-percent increase from our production levels 
in 2009. We have increased our workforce 3-fold, and we are invest-
ing additional capital to improve our production capability, quality 
of our product, and feedstock variability. 

What this graph does not show you is what has yet to occur, 
which is what would happen if the blenders tax credit is not ex-
tended for 2012. In our view, history is the best predictor of the fu-
ture, and we believe that, if the blenders tax credit is not extended, 
you will see activity similar to 2010, and you will see an erosion 
of market demand and investor confidence in the sector, and a sig-
nificant mothballing and shutdown of domestic biodiesel or the bio-
diesel industry. 

The looming expiration of the blenders tax credit is already hav-
ing an impact. Orders for 2012 are almost nonexistent and are sig-
nificantly down from our 2011 orders, and there is very little mar-
ket confidence, with obligated parties preferring to take a wait-and- 
see approach on the expiration of the blenders tax credit before de-
ciding to either purchase their fuel requirements or defer their 
RFS–2 obligations. 

In closing, the biodiesel industry is young and needs continued 
tax support to mature and consolidate its growth over recent years 
and to attract additional capital for blending infrastructure and for 
next-generation production facilities. 

The industry is like a child in the sense that it requires some 
nurturing before it can be self-sufficient. If Congress does not act 
to extend the blenders tax credit in a timely manner, it will have 
a significant negative impact on American production capability, 
which will result in a loss of jobs as production is curtailed and/ 
or mothballed, and will put at risk the worthwhile goals of the 
2007 Energy Independence and Security Act. 

Thank you, Mr. Chairman and Ranking Member Cornyn, for con-
vening today’s hearing, and I would welcome an opportunity to ad-
dress any questions you might have. 

[The prepared statement of Mr. Soanes appears in the appendix.] 
Senator BINGAMAN. Thank you very much. 
Dr. Thorning, go right ahead. 
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STATEMENT OF DR. MARGO THORNING, SENIOR VICE PRESI-
DENT AND CHIEF ECONOMIST, AMERICAN COUNCIL FOR 
CAPITAL FORMATION, WASHINGTON, DC 
Dr. THORNING. Thank you, Chairman Bingaman, Ranking Mem-

ber Cornyn, members of the committee, for the chance to appear 
before you. 

The main focus, I think, for Federal policymakers needs to be on 
restoring strong economic and job growth. Two and a half years 
after the beginning of the recovery, there are still 13.3 million peo-
ple unemployed. GDP is growing at only 2 percent, which is too 
slow to significantly reduce unemployment. The budget deficit is 
still 9 percent of GDP. CBO estimates that by 2020, if we do not 
change the current trend, our debt will be 80 percent of GDP. 

Energy is essential to U.S. economic growth. In the recent past, 
each 1 percent increase in GDP is accompanied by a .2 percent in-
crease in energy use. As energy becomes more expensive, restoring 
economic growth will be even more difficult. 

Since 2001, residential electricity prices have risen by 37 percent. 
Since 2006, residential electricity prices are up by about 13 per-
cent. Renewable energy tends to be more expensive than conven-
tional energy. States with RPS mandates have electricity prices 
that average 25 to almost 30 percent higher than those without an 
RPS mandate. 

Adopting a Federal mandate for a clean energy standard will 
raise energy prices by 20 to 27 percent, according to a new Energy 
Information Administration analysis, by the year 2025 relative to 
the baseline forecast. GDP declines in all the cases EIA analyzed 
over the forecast period, and unemployment is lower. Under the 
CES standard, average unemployment is significantly reduced. 

Renewable energy received 76 percent of all the Federal tax sub-
sidies and credits in the year 2010, and, of course, fossil fuel got 
about 13 percent. The tax policy should be relatively neutral, most 
economists think. Tax provisions such as accelerated depreciation, 
the foreign tax credit, section 199, LIFO, are available to all indus-
tries and, as such, they are not considered subsidies. 

In contrast to the disappointing results from the many initiatives 
funded in recent years by the U.S. taxpayer for renewable energy, 
several recent economic analyses suggest that increased access to 
domestic oil and gas, both offshore and onshore, including shale gas 
and transportation, could strongly boost U.S. economic recovery 
and manufacturing and job growth. 

Fossil fuels, as has been noted, provide 78 percent of U.S. pri-
mary energy production, and their expansion can have a positive 
impact on strong economic growth. 

The best use of taxpayer dollars for renewable energy is probably 
for R&D rather than for deployment. By subsidizing the deploy-
ment of renewable energy, Federal spending is larger, and con-
sumers and industries are forced to spend more on energy and thus 
have less for other purchases or for productive investment. 

So the costs, I think, tend to exceed the benefits. Greenhouse gas 
reduction globally is going to depend on efforts in developing coun-
tries to slow their own growth. What we do here, as I show in fig-
ure 3 in my testimony, will have a very small impact in terms of 
reducing global GHG growth. 
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Expansion of our domestic oil and gas industry is already reduc-
ing our dependence on foreign oil. 

Finally, there was an article in the Washington Post Monday 
that maybe some of you saw, a very small article about the—the 
title was ‘‘Poor People are Bracing for Cuts in Home Heating As-
sistance.’’ The Federal budget is so tight, so straitened, that fund-
ing for LIHEAP has been cut from, I think, about $4.9 billion a 
year to $4.4 billion a year. So low-income people who are plagued 
by the higher electricity bills that I mentioned earlier are going to 
be hurt, because our Federal budget simply is not able to provide 
the same level of support as before. 

So my question is: What is the best use of the taxpayer dollar? 
Would it be better to be providing support for unemployed, poor 
people who are having trouble paying their heating bills or funding 
deployment of very expensive renewable energy? 

Thank you. 
[The prepared statement of Dr. Thorning appears in the appen-

dix.] 
Senator BINGAMAN. Well, thank you very much. Thank you all 

for your excellent testimony. Let me start out with some questions. 
Dr. Sherlock, let me ask your view. One of the issues that Sen-

ator Cornyn referred to, I believe Dr. Thorning did as well, is that 
77 or 76 percent of the Federal tax incentives are going to renew-
ables, or did in 2009 and 2010. 

I guess I would have two questions. First, what do those num-
bers look like if you take out ethanol? And second, what do they 
look like if you do not look at those particular years where there 
was substantial funding, as I recall it, for renewables as part of the 
stimulus package, if you look at a longer time period? 

Dr. SHERLOCK. On the first point, if you remove renewable fuels, 
the share of tax incentives that supported renewable electricity in 
2009 was 14.6 percent. So that declines from 77.4 percent to 14.6 
percent. 

Senator BINGAMAN. That is leaving out ethanol and other 
biofuels, is that right, or just ethanol? 

Dr. SHERLOCK. Yes. 
Senator BINGAMAN. But mainly ethanol. 
Dr. SHERLOCK. But mainly ethanol. Ethanol is the big factor. 

And if you remove the incentive, such as the section 1603 grant 
that was a temporary incentive enacted under the Recovery Act, 
that figure would fall even further. I do not have the precise num-
ber in front of me, but it would fall again by about half. 

Senator BINGAMAN. Let me ask Ms. Wyrsch: the way I am under-
standing your position, the wind industry’s position, your top pri-
ority is extending the production tax credit rather than extending 
the 1603 program. Is that accurate, and, if so, could you explain 
that? 

Ms. WYRSCH. Yes, Senator. The 1603 program has been a real 
benefit to the wind industry and certainly has helped spur addi-
tional growth. But extending 1603 does not get us past the end of 
2012. 

In other words, what we would like and need is a program that 
takes us beyond that 2021 deadline and moves projects along, be-
cause, as I said, the 3-year timeline for a project is a horizon that 
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we have to pay attention to. An order of turbines is about a 12- 
month horizon. 

So a customer will come to us at this time of the year and say, 
‘‘For 2013, we need these turbines for these new power plants that 
we are building,’’ and with the extension of 1603 to, let us say, an-
other year, we would simply be finishing out projects that are cur-
rently on the books and already being planned. 

Senator BINGAMAN. So a longer-term extension of the production 
tax credit would be a better way to go than a short-term extension 
of 1603. Is that what I am hearing? 

Ms. WYRSCH. Yes, Senator. It is really critical to us, because the 
production tax credit, of course, focuses on generation of electricity, 
and the tax credit is used as new electricity is generated from those 
wind parks. And so a longer-term extension is required for these 
long-term planning horizons. 

Senator BINGAMAN. Mr. Coleman, let me ask you: I think some 
of the testimony we have heard here—I believe Dr. Thorning’s tes-
timony tries to make the point that some of these technologies are 
not really infant industries anymore. 

Could you offer your thoughts on wind and solar as to how far 
they are from being mature industries that can stand on their own? 
What are we looking at here as far as the length of time that Fed-
eral incentives would be required? 

Mr. COLEMAN. I think Ms. Wyrsch can probably speak to the 
wind industry better than I can in terms of the competitiveness of 
that industry long-term. However, I think that we have to look at 
these sectors not as monochromatic individual sectors, but more as 
collections of different technologies that are on different cost 
curves. 

So I think the question is, are we continuing to move down that 
cost curve for wind as a whole and are there additional tech-
nologies in the pipeline that are starting to move through, that will 
move that cost base down even lower? 

What we see looking at the early-stage technologies is that there 
are a lot of technologies in the pipeline in both solar and wind, and 
biochemicals and biofuels, across the board, that promise much 
lower cost bases. And so I think we need enough certainty to con-
tinue to move the scale in the industry up, and scale will give us 
a lot of those cost directions, but we also need enough long-term 
certainty that early-stage investors will continue to invest in those 
innovations. 

Senator BINGAMAN. All right. Thank you. 
Senator Cornyn? 
Senator CORNYN. I thank each of the witnesses. 
There seemed to be several themes in common with the testi-

mony here. One is that, whatever Congress does, it should not be 
done in fits and starts, but on some basis that would allow for 
planning and predictability. You could probably say that about a 
lot more than just this subject, but I wholeheartedly agree. So any-
thing we can do to provide some predictability and some opportuni-
ties for longer-term planning would strike me as a good thing. 

But the other challenge that has not been directly alluded to is 
really the need for a national energy policy that takes into account 
all sources of energy and what the best deployment of scarce tax 
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dollars would be to encourage innovation, and to figure out, once 
that innovation has occurred, once an industry is sufficiently ma-
ture, I guess is the appropriate term, that it does not need any 
more tax subsidy, that it can operate on the good old capitalist sys-
tem of risk and reward. 

So I wonder if maybe I should start with you, Dr. Sherlock. At 
what point do you believe that the tax subsidies are no longer ap-
propriate for an energy source, as a general rule? 

Dr. SHERLOCK. As a general rule, tax subsidies can be used to 
support a few different instances when markets may fail to allocate 
economic resources efficiently. One rule is for industries that are 
still scaling up. So those are the so-called infant industries, and 
that is a difficult distinction to make as to when those industries 
have become mature. 

A second point when tax subsidies for an industry may be needed 
is when there is some other form of market failure. So part of the 
economic justification or rationalization for supporting renewable 
energy through subsidies has been to offset some of the pollution 
generated through conventional energy sources. 

So long as we are looking at the market failure from that per-
spective, there may be an economic justification for supporting re-
newable energy. 

Senator CORNYN. Mr. Coleman, what, in your view, is—how 
should Congress approach the issue of tax incentives on new and 
emerging energy sectors or capacities? Is it with the idea of pro-
viding incentives with just the hope that someday, when the tax in-
centives are removed, that it might be able to run on its own? 

What I worry about is, how does Congress avoid creating incen-
tives that drive the production of this particular energy source 
which will never be viable on its own? 

Mr. COLEMAN. I think that is part of the challenge of the current 
provisions. We get in a fairly annual debate over whether or not 
the industries are ready to roll off or not. 

Senator CORNYN. That is on a sector or industry-by-industry 
basis, right? 

Mr. COLEMAN. Yes. And I think part of what we are proposing 
in the written testimony is something that is targeted more specifi-
cally at companies. You have seen examples of this in the tax code. 
But effectively, what it would do is, it would encourage those com-
panies to get to scale. It would only be provided to those companies 
until they reached a minimum efficient scale around their commer-
cial deployment, and then it would roll off. 

And it would not be a debate about whether or not the industry 
is ready. It would be based on the idea that, once you get to com-
mercial scale, you should be competitive. And in that way, it pro-
vides investors the certainty to actually know what kind of credit 
they are going to get and for what duration of time, and it also 
means that the investors, the private investors, are the ones who 
are sitting there saying, this company, this technology, eventually 
has to compete on its own two feet. When will that be? Where is 
the bar, and how do we get there? 

Senator CORNYN. Well, that is something that probably a venture 
capital firm is more nimble at and flexible at than the Federal Gov-
ernment. 
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But, Ms. Wyrsch, as you know, Texas, as you said and I said, is 
the number-one electricity producer from wind energy. So this is a 
very important industry in the State. But I would just ask you the 
question. 

I alluded earlier that predictability and planning opportunities 
are really important across the businesses generally, and in this 
sector as well. But at what point should Congress say, or can Con-
gress say, in the wind energy production, that these tax incentives 
would no longer be necessary and we should enter onto a trajectory 
where they would be ultimately phased out and wind energy would 
compete along with other renewable resources? 

Ms. WYRSCH. Texas is a terrific example, actually, of a State that 
has built a base for strong research and development and innova-
tion. And so, as the wind industry has grown and started to become 
a more mainstream source of electricity, we have looked to States 
like Texas to help us ensure that we are effectively getting onto the 
grid, for example, that we are an industry that can compete in that 
marketplace. 

And so, as an example, the wind industry has seen dramatic cost 
reduction, but also significant improvement in the productivity of 
the wind turbine. And so, compared to 10 years ago, a wind turbine 
is about 15 times as productive in terms of electricity output. 

We also have seen costs come down, as was said earlier, by, in 
the last 3 years, over 30 percent and in the last 20 years, signifi-
cantly, almost 90-percent lower cost. 

So I would tell you that having an industry that has long-term 
support and long-term focus is one that is going to then invest in 
research and development, invest in productivity, and ensure that 
we are there. 

You are asking when we would get to a point where we are at 
a scale and a size where we would not need support, and I will tell 
you the wind industry is not looking for a long-term PTC, but we 
need something that will help us bridge now this period where we 
are very close to being directly head-on-head competitive, but we 
are not quite there. And so, to stop now and stop short, when you 
have a manufacturing base in the United States supporting wind 
energy that was not here before, you have an opportunity to create 
jobs and see new, better wind turbines continue to be developed, 
it would be a mistake for us to stop short, and I think we have to 
take that longer view. 

Senator CORNYN. My time is up, Mr. Chairman. 
Senator BINGAMAN. Senator Wyden? 
Senator WYDEN. Thank you, Mr. Chairman and Senator Cornyn. 

I think it is a very important hearing and, obviously, especially 
timely given the fact that we are going to have a big debate here 
over the next few days about extending several of the credits. 

My hope is that two would somehow make it through the gaunt-
let: section 45, the production tax credit, and section 25(c) for the 
residential incentives. But both of you have kind of highlighted a 
number of the tensions in this kind of debate in a very thoughtful 
way. 

Ms. Wyrsch, welcome, great to have you, a constituent from 
home, and we are thrilled to have Vestas as the North American 
headquarters. 
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Picking up on what Senator Bingaman and Senator Cornyn have 
been talking about, I mean, at some point, we are going to have 
to sort through these issues to see if we can come up with some-
thing resembling a marginally coherent policy. I think that is the 
way I would frame it, and I certainly share Senator Cornyn’s view 
with respect to how the government approaches these things and 
its ability to be nimble here. 

What I have tried to look at in terms of how I have approached 
it on this committee, on the Energy Subcommittee chaired by Sen-
ator Bingaman, is to try to see if we can find our way at least to 
a level playing field, because right now we have some energy indus-
tries with permanent tax incentives while they compete against 
others that do not, and then we have disparities among technol-
ogies even within the renewable energy sector. 

So there is sort of a policy crazy quilt in terms of how we make 
some of these judgments. And I think, to the extent that you all 
can help us think through how to find our way to a level playing 
field, that will be especially constructive. 

I thought, because time is short, I wanted to focus on one area 
for you, Ms. Wyrsch, and you, Mr. Soanes. I think the staff talked 
to you all about this. We have been supportive of the kinds of ef-
forts that you all are talking about, and, at the same time—and 
you heard my colleagues say this as well—you cannot make a case 
for tax credits just going on forever, to just say, through the rest 
of Western civilization, we will have these particular tax credits. 

So the question then becomes, can we find our way to some cri-
teria, some specific criteria, for figuring out how this committee, 
and working with the Energy Committee, can, in effect, wean an 
industry off a particular credit? And the two that come to mind for 
me when we are talking about this would be market share and 
competitive prices. Those would be two that, at least if you said an 
industry reached this place in market share or competitive prices, 
that might start to lay a bit of a direction. 

But tell us, if you would—and this picks up on what Senator 
Cornyn just, I think, touched on—what kind of criteria should the 
Finance Committee use for judging when to make a break and 
wean an industry off a particular tax break or incentive? 

Let us start, as we always should, with Oregon. 
Ms. WYRSCH. Thank you very much, Senator. I think you have 

articulated two very important measures, certainly, market share 
and price competitiveness. But I think, referring back to Mr. Cole-
man’s testimony, markets have a very clear view of how businesses 
are doing and whether they are successful and the extent that, as 
an industry, we can be put on that level playing field and have the 
same sorts of tools that other energy industries have. For instance, 
the use of a master limited partnership for investment into wind 
and other renewables would be a tool that would be useful. 

In my past life in the natural gas industry, master limited part-
nerships provided the kind of market opportunities for us that 
other industries were enjoying and gave us that kind of feedback 
from the marketplace that, yes, they saw us as a long-term bet and 
one that they wanted to invest in. It is one example. 

In the longer term, as you have said and others, having long- 
term stable energy policy in place that treated all forms of energy 
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in a more evenhanded way would be very helpful. But in the short-
er term, extending the PTC will at least continue to say, this is an 
industry that is growing, that is providing jobs, and one that we 
want to continue to see stay in place as we develop those longer- 
term overarching energy policies. 

Senator WYDEN. Mr. Soanes, I guess I have 5 seconds, and then 
I can yield all the time I do not have. 

Mr. SOANES. I would have to endorse the comments of Ms. 
Wyrsch. The biodiesel industry is a young industry, and any young 
industry needs two components to succeed. It needs some degree of 
market certainty and some degree of price certainty. 

The current regulations provide that. You have the RFS–2 pro-
viding market certainty, and the pricing certainty comes from the 
extension of the blenders tax credit. 

Extension of the tax credit is needed to influence the buying be-
havior of customers, who need to go out and invest into blending 
infrastructure and into logistical infrastructure to allow biodiesel to 
form part of their product mix. 

We do not believe the credits will be needed on a long-term basis. 
Biodiesel is already price-competitive with petroleum diesel, but we 
do need the credit to be extended for a short period of time to pro-
vide the certainty for customers to go out and invest in necessary 
infrastructure to make biodiesel part of their energy mix, and at 
that point in time biodiesel will stand on its own and be very com-
petitive as a new domestic energy source of this Nation. 

Senator WYDEN. Thank you. 
Senator BINGAMAN. Senator Carper? 
Senator CARPER. Thanks, panel members. Thanks for coming 

today. We have a markup over in our Homeland Security and Gov-
ernment Affairs Committee going on, and so I am bouncing back 
and forth. I missed your testimony, but I have a great interest in 
what you have had to say and appreciate the chance to ask a cou-
ple of questions. 

My first question would be to Ms. Martha. It is a favorite name 
in our home. Martha Wyrsch. Do you pronounce your name 
Wyrsch? 

Ms. WYRSCH. Yes. 
Senator CARPER. That is a great name for a wind company, is it 

not? I am probably not the first person to notice that. 
I want to focus for a minute or two, if I can, not on onshore wind, 

but on offshore wind. We have a place in Delaware we are very 
proud of, Rehoboth Beach, and, for a number of years, folks have 
been talking about hoping to deploy an offshore windmill farm 
about 12 miles east of Rehoboth Beach. 

You know the story of Goldilocks. The soup was too hot or too 
cold and just right. The wind about 12 miles east of Rehoboth 
Beach is just right. And some folks have been anxious to deploy off-
shore wind, and we are interested in helping them to do that. 

As I understand it, not only is Vestas a leader in onshore wind, 
but you are also a leader worldwide in offshore wind. That is cor-
rect, is it not? 

Ms. WYRSCH. That is correct. 
Senator CARPER. And, as of today, can you just give us some idea 

how much offshore wind production we have in this country com-
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pared to offshore wind which is being harnessed to produce elec-
tricity around the world? 

Ms. WYRSCH. As you said, Vestas is the world leader in offshore 
wind, as well as onshore. And in Europe, offshore wind has become 
much more highly developed than it has here in the United States. 

In the United States, because we are still relatively new in the 
wind industry and onshore wind resources are so robust, people 
have been taking advantage of that resource over offshore, because 
offshore is a more expensive resource. 

But I will tell you, in the medium to long term, here in the 
United States, we see great opportunity for offshore wind, and the 
project that you are talking about is one, as you may know, we 
have been working on with the developers there to help them pull 
that project together. 

It is a challenge here, but we see opportunity in the long term. 
Senator CARPER. Well, in the words of Einstein, in adversity lies 

opportunity. 
Ms. WYRSCH. Exactly. 
Senator CARPER. And we are going to pursue it. Could you talk 

a little bit with us today about the difference in investment and 
construction time of an onshore wind project as opposed to an off-
shore wind project? 

Ms. WYRSCH. An offshore wind project actually takes about the 
same overall time, that 3-year horizon, if you have a willing audi-
ence and a willing regulatory regime. 

And so in Europe, when you see an offshore project being built, 
it could take 3 to 5 years, but the actual construction itself is very 
readily done. We have the ships, we have the construction tools 
and the infrastructure to do it. 

The offshore turbine is a different turbine. It is a turbine that 
requires more resilience in that very difficult environment. But 
those products are already available. 

And so, having an audience and a policy environment that sup-
ports offshore wind is critical to the development. 

Senator CARPER. All right. Thanks. A couple of months ago, I 
hosted a roundtable with major wind stakeholders. I am pretty 
sure that someone was there from Vestas, and I think his name 
was John Chase. Does that name ring a bell with you? 

Ms. WYRSCH. That does. He is sitting here behind me today. 
Senator CARPER. John, would you raise your hand? Thanks very 

much for joining us. I thought it was just an excellent dialogue, 
and we are grateful for your participation. 

During the discussion, there really seemed to be an over-
whelming agreement that, for offshore wind to be successful in this 
country, we are going to need a longer-term extension of the invest-
ment tax credit for offshore wind, along with an extension of the 
production tax credit for onshore wind. 

In fact, in the conversation we had that day, the emphasis was 
really on the investment tax credit as even more important in the 
near term than the production tax credit. The reasoning was that, 
because offshore wind is new to us in this country, it has a long 
investment time. Due to permitting and other obstacles, the pro-
duction tax credit would not help offshore wind investment. 
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Having said that, the investment tax credit was believed to en-
courage investors more. The production tax credit is still needed for 
offshore wind and we are told is vital for domestic wind turbine 
manufacture, and I believe that, which could start producing on-
shore wind and offshore wind turbines. 

Does your company still support the proposal by Senator Snowe 
and myself? Olympia and I combined on an offshore wind tax cred-
it that is combined with an extension of the production tax credit. 

Ms. WYRSCH. Yes, Senator, we do. 
Senator CARPER. And why? 
Ms. WYRSCH. Because, when you look at offshore, it is a very dif-

ferent value proposition. You have upfront costs that are expensive 
and a longer time horizon. It will be important that the 1603 credit 
for offshore, however, go further out than currently discussed. 

We had a question earlier about the 1603 tax credit, if it were 
to be just extended in the same time frame that we are talking 
about today through another year or 2 years. That would not be as 
helpful to offshore. It needs a longer horizon. 

Senator CARPER. Good. All right. Thanks. 
Mr. Chairman, I think my time has expired. But before I close, 

can I just say Ms. Wyrsch’s name one more time? Martha Wyrsch. 
Ms. WYRSCH. Yes. Thank you. 
Senator CARPER. Great to see you. 
Senator BINGAMAN. Senator Kerry? 
Senator KERRY. Mr. Chairman, thank you very much. Thank 

you, both you and Senator Cornyn, for holding this timely hearing. 
I appreciate it very much. 

I have been picking up little pieces of it back in my office, as I 
have had some meetings, and a lot of questions, obviously, to ask. 
I may submit some for the record. 

But I will ask a question. I want to ask particularly about the 
marketplace. But I want to just highlight—since we get a very 
small amount of time, I think it is important to state that the 1603 
program, I understand, has leveraged about $23 billion in private 
sector investment for some 22,000 projects in every State in the 
country and across a dozen clean energy industries: solar, wind, 
fuel cell, combined heat power, hydropower projects. And to date, 
I understand it has spurred the construction of sufficient new gen-
eration capacity that could power more than a million American 
homes, supporting over 290,000 jobs. 

So allowing it to expire, as we have heard from many of the pan-
elists here, just creates havoc in the marketplace, a tail-off in in-
vestment, uncertainty in the ability of people to be able to plan. 
And the same is true of the advanced energy manufacturing credit, 
which has also leveraged private sector investment. 

But what I want to try to focus on—a couple of things. One of 
the things—well, there are two things I want to focus on. One is 
competitiveness. I particularly see this and feel this, sitting on the 
Foreign Relations Committee, that the United States is at risk of 
being left out of a $6-trillion market that others are rushing into. 
The fastest-growing segment of the energy market is going to be 
green energy, projected at about $2.3 trillion in the next 15–20 
years. 
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Traditionally, the United States has really been in the lead on 
these kinds of things. A lot of the technology that is being used by 
China and other people was all developed here. The Bell Labora-
tories, 50 years ago, they were the ones who were racing to the 
market with them. It is just a tragedy that is exacerbated by this 
year-to-year big question mark hanging over this industry that can-
not plan for the long term. 

Also, a recent study by the National Renewable Energy Labora-
tory found that the financial incentives that a country provides 
play a far more significant role than factors like labor costs, when 
a company is deciding where it may go. And China, now the lead-
ing manufacturer of solar panels and wind turbines, is about to 
outspend the United States three to one on public clean energy 
projects over the next several years. 

China, Germany, Italy, Australia, India are all attractive to fin-
anciers because they have national policies that create long-term 
certainty for investors by supporting renewable energy standards 
and greenhouse gas reductions, and that creates demand. We have 
not created demand. 

So when a Solyndra or an Evergreen or one of these companies 
has a problem, to some large measure that is a reflection of the ab-
sence of adequate demand in our marketplace compared to what 
exists in other parts of the world. So I hope we are going to move 
on this, and we ought to be moving on it more than on a 1-year 
and year-to-year basis. 

But let me ask you, Ms. Sherlock, whether it is or is not accurate 
that really one of the things we need more than anything is some 
market price on carbon or some kind of tax policy with respect to 
carbon that would then let the private sector move with a whole 
lot of different determinations about what is of value and what is 
not. And, in the absence of that, we are losing jobs to other coun-
tries and market share that we should not be losing, are we not? 

Ms. SHERLOCK. From an economic perspective, placing a tax on 
carbon or having some other form of price on emissions would allow 
technological neutrality for allowing low carbon technologies to 
compete on a level playing field and having whichever technology 
is able to achieve low carbon production at the least cost become 
the technology that would move forward. 

Senator KERRY. We do not really have a level playing field today, 
do we? Do we not have a lot of incentives that still exist for fuels 
that we do not necessarily want to encourage? 

Ms. SHERLOCK. There are incentives across the board for various 
types of energy production incentives and consumption incentives, 
and it does not create a neutral playing field for energy. 

Senator KERRY. Does anybody else want to comment with respect 
to the demand issue and how that affects the choice of where 
money goes? 

Mr. COLEMAN. I might add onto that, which is, we look at it, ob-
viously, as venture investors, from the earliest stages, and I think 
that there are two elements going on in the market here, which 
are, one, the provisions that we have seen over the last 10–15 
years for renewables have driven this growth that we have talked 
about. It is important, but in large part, I think, if you dig below 
the covers on that, what you find is that a lot of it has been deploy-
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ment of existing technologies and marginal improvements on those 
existing technologies. 

Now, as you get more deployment, you will get this decline in the 
cost curve, but at some point, in order to continue to push those 
cost curves down, to shift those curves, you need new technology, 
and the only way to do that is one of two ways. You either have 
very long-term credits, the way you do in the oil and gas industry, 
where you have permanent credits and early-stage investors can 
plan around those things, or you focus on credits that try to push 
technology into the marketplace. 

So I think we need to be cognizant of that in the way that we 
structure these tax credits. 

Senator KERRY. Well, I appreciate that very much. I know I am 
over time. But I would just say to my colleagues that, 2 years ago 
China produced 5 percent of the world’s solar panels. Today they 
produce more than 65 percent of them, and they have hurt some 
of our companies, obviously, in the process, and the technology they 
are producing was developed here in the United States. 

So, I mean, you cannot tell a story more simply than that. And 
because of our failure to move aggressively to encourage the mar-
ket incentive and the pricing and the longer-term investment deci-
sions, we are killing ourselves on jobs, and we are hurting our-
selves in the marketplace. And I hope we will get our act together. 

And, Mr. Chairman and Ranking Member, I thank you for hav-
ing this hearing, because this really will define our future. This is 
the biggest single market available to the world, a $6-trillion mar-
ket, with now 7 billion potential users and growing. 

The market that drove the growth of our Nation in the 1990s 
when every sector of our economy went up and every income level 
went up and we created 23 million jobs, that was a $1-trillion mar-
ket with only a billion users. That is the difference, 6 to 1, and 7 
to 1 in users. 

But we are handicapping ourselves today because we are not 
making simple decisions on these kinds of credits and these kinds 
of incentives and this kind of competitive picture, and I hope we 
are going to get into the race. 

Thank you, Mr. Chairman. 
Senator BINGAMAN. Thank you very much. 
Let me just ask—perhaps Dr. Thorning is a good person to ask 

on this, or any of the rest of you who have an opinion. 
I recall several years ago when the push was on to retain—I be-

lieve it was called section 29 for natural gas, unconventional nat-
ural gas production, and there was a lot of opposition to that. We 
maintained it. 

It has been a significant factor, as I understand it, in causing the 
discovery of all of this shale natural gas that has now changed the 
energy environment that we live in and kept the price of natural 
gas so low. 

Am I right that that tax incentive was a significant factor there? 
Are you familiar with that, Dr. Thorning? 

Dr. THORNING. I am not an expert, Senator, on section 29, but 
I think the development of the new technology for hydraulic frac-
turing for both oil and gas is the main driver for why we are seeing 
the expansion of our natural gas production. 
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Senator BINGAMAN. Do you know about this, Dr. Sherlock? Is it 
something you have looked at, or not? 

Dr. SHERLOCK. It is not something I have looked at in the context 
of natural gas. 

Senator BINGAMAN. Let me ask, Mr. Coleman, your proposal to 
have a volume-based credit, as I understand, your ideal approach 
on these renewable credits would be to shift to a volume-based 
credit and keep it in place for some period of time, but then phase 
it out. Is that what I understand, or does the volume-based credit 
have a built-in mechanism for ensuring that it is not going to be 
available to anyone once you get up to a certain level? 

Mr. COLEMAN. It is the latter, which is, you would want to make 
the structure more permanent in nature so that people can actually 
look out 5, 10, 15 years down the road and see that that structure 
will be there, and accessible. 

But, on the other hand, you want to make sure that users of that 
credit do not stay on it forever. And so the point is, there would 
be a built-in mechanism, and it would allow—it would force these 
companies to roll off of that as they hit a certain—— 

Senator BINGAMAN. And how would that work in connection with 
a developer of solar photovoltaic projects? How would that actually 
operate? 

Mr. COLEMAN. Well, the way you would be doing it is, you would 
be focusing on the manufacturing of the equipment itself. So it 
would be on the production of the solar panels or on the wind tur-
bines, and it is distinctly more of a supply-side solution than a 
demand-side solution. 

And the idea would be that you would support a manufacturer 
through some volume of production, and then it would tail off. And 
so that way, that value would trickle through the system, into the 
projects. 

Senator BINGAMAN. But would this still—as you see it, would 
this be an alternative to a production tax credit, or would it be 
something that is focused on manufacturing and you would still 
need a production tax credit in order to actually have projects de-
ployed? 

Mr. COLEMAN. I think, in the short term, you can see that these 
two things would be compatible, that one is more on the supply 
side, on the manufacturing side, and the other is more on the de-
mand side and on the production of electricity side. 

I think, in the long run, if you can get to the point where you 
are producing products that can actually compete in the market-
place without those demand-side supports, then ideally that is 
where you would get to. 

Senator BINGAMAN. Senator Cornyn? 
Senator CORNYN. Mr. Soanes, thank you for being here today. I 

wanted to ask about the interaction between the biodiesel tax cred-
it in addition to the renewable fuel standard. How do those interact 
and affect the biofuels industry? 

Mr. SOANES. They actually interact in a very positive way, and 
the industry needs both of those to be in place on a go-forward 
basis to be sustainable and to continue its growth. 
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The renewable fuel standard created a mandate for the use of 
biodiesel in the American market, and that, in effect, acts to create 
market certainty for biodiesel producers in America. 

The blenders tax credit provides pricing certainty for our product 
and encourages end users to purchase the product and allows the 
market to mature in that way. 

So really they go hand-in-fist, and they really need to coexist on 
a go-forward basis for the industry to continue to develop. 

I heard Mr. Coleman’s testimony a moment ago about having a 
volumetric phase-out, and I think that makes sense if you are just 
looking to encourage a technology. But you have to look at beyond 
just encouraging a technology. You have to look at behavior that 
will—you have to look at taxes that also influence the buying be-
havior of customers. 

So, in the biodiesel industry, the blenders tax credit has acted to 
encourage capital investment in new facilities, but, on a go-forward 
basis, we need the blenders tax credit to be there to encourage our 
end users to make different decisions about how they use biodiesel 
within their own systems and for them to invest the necessary cap-
ital to blend the product into their fuel streams. 

The two really go hand-in-hand, and it is more than a volumetric 
issue. 

Senator CORNYN. Your biofuels industry or businesses that have 
regular corporate and business structure like any other business 
but have special concerns that we have been talking about here 
today, how do you view the President’s debt commission, the 
Simpson-Bowles Commission, proposals, for example, to reform the 
tax code by bringing down marginal rates, particularly for domestic 
corporations that have businesses abroad, by eliminating a lot of 
tax expenditures and broadening and flattening the code? 

Have you thought much about how that would relate to the sub-
ject we are talking about here today, other than probably making 
you very nervous? 

Mr. SOANES. Senator Cornyn, I am having enough difficulty try-
ing to manage through the boom-and-bust cycle of non-extension of 
the blenders tax credit and truly have not had a chance to think 
through that issue. 

Senator CORNYN. Well, let me invite you and anyone else on the 
panel, as you reflect on what we have been talking about today— 
any additional thoughts you have about that we would certainly 
welcome, I personally would welcome. 

Dr. Thorning, what principles should guide Congress in exam-
ining relevant renewable provisions in the context of fundamental 
tax reform? 

Dr. THORNING. I think the use of cost-benefit analysis should be 
your guiding principle. What are the costs to the U.S. taxpayer of 
continuing the subsidies for renewable energy deployment, and 
what are the benefits? And we know what the costs are: $20 billion 
in incentives in 2010, for example, of which 76 percent was for re-
newable energy. 

We know that, if we are trying to address the threat of global 
climate change, it is going to take a worldwide effort. And, as my 
figure in my testimony shows, growth in emissions is outside the 
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U.S. Therefore, what we do here is not going to make a material 
impact. 

So the environmental benefits of deploying ever more expensive 
renewable energy are, in my view, not equal to the cost to the 
American taxpayer. 

So I think we ought to look at whether spending money in terms 
of R&D to try to develop lower-cost renewable energy is a better 
use of taxpayer dollars. 

I would just like to draw your attention to table 1 in my testi-
mony, which shows the Department of Energy’s estimates of the 
cost of solar and wind compared to conventional fossil fuels. Solar 
and wind tend to be 10 to 20 times more expensive per 1,000 
kilowatt-hours for installing generating capacity. 

So, as you look at whether these credits have really done the job 
and whether they are likely to in the future, I think it is pretty 
clear that we ought to think about phasing them out and trying to 
develop better ways of using renewables to bring the cost down. 

Senator CORNYN. Mr. Chairman, if I can just ask one follow-up 
question. 

Dr. Thorning, of course these credits are being used to advance 
other policies rather than strictly tax policy, and I would bet, based 
on what Senator Kerry said, he and I would have divergent views 
about the subject of his discussion and the need for a cap-and-trade 
program that would price carbon and that sort of thing. 

But how would you recommend that Congress advance its clean 
energy policies but, at the same time, have sensible tax policies 
more broadly? Is it possible to reconcile those goals? 

Dr. THORNING. I think all energy investment ought to be on a 
level playing field, and we should continue to do R&D to try to get 
renewables, which we hope will be a growing share of our energy 
mix in the future, down to where they are cost-competitive. 

With the mandates that are being discussed, the clean energy 
standard, a Federal clean energy standard, will certainly raise en-
ergy prices, will make it harder for U.S. manufacturing and job 
growth to occur. 

So I think you need to look at the big picture and look at trying 
to create a level playing field where all technologies have to stand 
on their own feet and compete. 

Senator CORNYN. Thank you, Mr. Chairman. 
Senator BINGAMAN. Senator Thune? 
Senator THUNE. Thank you, Mr. Chairman. I want to thank you 

and Senator Cornyn for holding the hearing today at the sub-
committee, and our witnesses for their willingness to testify. 

Let me just make a few observations, if I might, about the impor-
tance of alternative energy tax incentives and what they have 
meant in a State like South Dakota. 

Many of the tax incentives that we are discussing today have tra-
ditionally enjoyed broad bipartisan support. The production tax 
credit for wind energy, the tax credit for biodiesel, the investment 
tax credit for vehicle refueling property are just a few examples of 
provisions that I have supported in the past, because I believe that 
they have strengthened America’s domestic energy supply. 

While our Nation will remain dependent on fossil fuels in the 
near term, alternative sources of energy clearly should be part of 
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an all-of-the-above strategy and approach to achieving America’s 
energy independence. In my State of South Dakota, for example, 
we have seen the positive impacts of tax incentives on the growth 
of the ethanol industry and the jobs associated with that. 

Today, South Dakota has 15 plants which produce over a billion 
gallons of ethanol, about 10 percent of America’s ethanol supply, 
and roughly 40 percent of the corn we grow goes into ethanol pro-
duction. 

The jobs and economic growth associated with this industry were 
spurred, in large part, by the blenders tax credit. I hope that, once 
the existing blenders credit has expired, we can continue to find 
ways to encourage the production and use of advanced biofuels, es-
pecially through incentives for infrastructure which will give con-
sumers more choices at the pump. 

Another example of an energy tax incentive important to my 
State is the wind production tax credit. It is scheduled to expire at 
the end of 2012. South Dakota ranks fourth in the Nation in the 
amount of wind power added in 2010. South Dakota’s wind farms 
now generate enough electricity to power 240,000 homes, and the 
State’s future potential for wind energy is enormous. According to 
the National Renewable Energy Lab, South Dakota wind resources 
could provide 310 times the State’s current electricity needs if they 
were fully exploited. 

But, as the witnesses have stated today, short-term incentives do 
not give businesses the certainty that they need to make long-term 
multiyear investments. Consider the example of Dakota Plains En-
ergy, a business that is based in Aberdeen, SD that is currently in 
the fourth year of development of what will ultimately be a 300- 
megawatt wind farm in Campbell County in north-central South 
Dakota. 

Because the first stage of this wind farm is unlikely to be com-
pleted until 2013, after the wind tax credit is scheduled to expire, 
it is becoming increasingly difficult for Dakota Plains to secure fi-
nancing going forward. And this situation impacts not only wind 
developers, but suppliers, as well, suppliers such as Molded Fiber-
glas, which is a South Dakota manufacturer of wind turbine 
blades. It will have fewer orders as uncertainty related to the expi-
ration of the tax credit increases. 

Clearly, American businesses need greater certainty in order to 
be able to plan their investments, and that means that Congress 
has to do a better job of enacting long-term tax provisions rather 
than 1- or 2-year extensions. At the same time, however, we need 
to be realistic about our deficit situation. 

As such, I hope that this committee will begin to examine how 
we can reform our energy tax incentives to ensure that taxpayers 
are getting the maximum bang for their tax dollar. This might 
mean phasing out some subsidies that are no longer necessary or 
changing the structure of certain tax incentives to make them more 
efficient. 

I realize that this sort of major overhaul is perhaps best suited 
to a fundamental tax reform effort, but I do not think we can afford 
to wait until that time to begin this process. So I am hopeful that 
our discussion today, Mr. Chairman, at this subcommittee, can 
carry forward into next year at the full committee. 
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And let me just, with that observation, if I might, ask a question 
of the entire panel, which has to do with the need for predict-
ability—I think many of you have testified to that today—so that 
businesses can plan multiyear investments. 

I would be interested in knowing from each of you if you would 
be willing to consider reforms to the energy tax provisions that you 
care about the most, even if it meant a somewhat less generous in-
centive, in exchange for long-term permanency and predictability. 

Mr. Soanes? 
Mr. SOANES. Senator, thank you very much for your comments. 

I would be happy to try to address your question on behalf of my 
company, which participates in the biodiesel industry. 

We see enormous value in having some degree of price certainty 
and market certainty, and we would certainly be supportive of a 
tax policy that provided predictability into the future, even if it 
meant it came with less support. 

The key thing for our industry is that investors need to under-
stand exactly what the pricing mechanisms are in the future and 
exactly what you can rely on as you invest your capital. Having a 
longer-term horizon on what that looks like will encourage invest-
ment. 

The other issue that we face is that, in the petroleum industry, 
working capital needs are very, very high relative to ultimate mar-
gins. So you look at biodiesel, this year alone, our company has 
manufactured over a quarter of a million dollars worth of product. 

You cannot raise working capital to support that amount of pro-
duction activity without there being some degree of certainty as to 
what the pricing structure is in the market on a longer-term basis. 

So we would certainly encourage a longer-term extension and 
certainty in tax policy. 

Senator THUNE. Does anybody else care to comment on that? 
Ms. WYRSCH. Senator, Martha Wyrsch, with Vestas Wind Sys-

tems. The wind industry would be very interested in working with 
you to look at that longer-term policy that you suggest. We do want 
to emphasize, however, that for us, the PTC is done today, al-
though it does not end until the end of 2012. Business decisions are 
being made today. 

So we would need extensions today to bridge us to that discus-
sion and the time period it will take to complete that. 

Senator THUNE. Thank you. 
Mr. Coleman? 
Mr. COLEMAN. I would just add that I think, from our perspec-

tive, long-term predictability is the key. What we are looking for 
as investors is an equitable, very clear code that allows us to figure 
out where to invest on a long-term basis. 

And I think Dr. Thorning mentioned that technology is really 
what has driven this shale gas boom. What is interesting is, that 
technology was something that was developed over 30 years ago 
out of DOE. 

So it has taken a long time to get that into the marketplace and 
for us to invest in new technologies. Whether it is in gas or wheth-
er it is in renewables, we need that kind of lead time. 

I think Senator Wyden mentioned that there is this crazy quilt 
of incentives out there, and I think from an investment perspective, 
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that is the hardest thing to navigate. So what we are trying to un-
derstand is, how do you simplify it? How do you create it so that 
it is a little bit more technology-neutral across the board and al-
lows us to navigate it in a way where we can actually invest with 
some sort of reliability in the long-term? And that requires predict-
ability, but it also requires simplicity and transparency. 

Senator THUNE. Thank you. I see my time has expired, Mr. 
Chairman. I think we have a vote on. So thank you all very much. 

Senator BINGAMAN. Thank you all. I think it has been very use-
ful testimony. We appreciate it. And they have started these votes 
that they had earlier advised us of. So we will conclude the hearing 
with that. Thank you. 

[Whereupon, at 11:12 a.m., the hearing was concluded.] 
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