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Energy Efficiency and Renewable Energy Legislation
in the 110" Congress

Summary

This report reviews the status of energy efficiency and renewable energy
legislation introduced during the 110™ Congress. Most action in the second session
isfocused onthe FY 2009 budget request and | egisl ation that woul d extend or modify
selected renewabl e energy and energy efficiency tax incentives.

Division B of the Emergency Economic Stabilization Act (P.L. 110-343)
contains the text of the Senate-passed version of H.R. 6049, which provides several
tax incentivesfor efficiency andrenewables. The Senate crafted itssubstitutetoH.R.
6049 as a response to the House-passed version of the bill and to Administration-
expressed concerns about House provisionsfor renewabl e energy bondsand revenue
offsets. The highlights of key provisions enacted into law are as follows:

e Renewable Electricity Production Tax Credit (PTC). The credit for
wind farmsis extended for oneyear, through the end of 2009. Other
equipment are eligible for two years, through 2010. Newly €eligible
marine technologies are eligible for three years, through 2011.

e Solar Investment Tax Credits (I TC) for Residential and Commercial
Sectors. Thelaw extends the existing 30% credit for each sector for
eight years, through the end of 2016.

o Clean Renewable Energy Bonds (CREBs). The law authorizes a
new round of state and local bond issuances, with a total national
value of $800 million.

e Energy Conservation Bonds. The law authorizes a new state and
local program, with atotal national value of $800 million.

e Revenue Offsets. The cost of incentives are offset by a freeze in
certain oil and natural gas deductions, a reduced foreign tax credit
for certainforeign oil and gasincome, reduced deductionsfor certain
securities transactions, a change in the Federal Unemployment Tax
Act (FUTA) surtax, and an increase of the Oil Spill Liability Trust
Fund tax.

P.L. 110-329 (the House-passed substituteto the Senate substituteto H.R. 2638)
provides continuing appropriations for FY 2009 at the FY 2008 levels. The law
providesan additional $250 million to the DOE Westherization Assistance Program
and provides $7.5 hillion for a $25 billion loan to help U.S. automakers retool
facilitiesto produce advanced technology energy-efficient vehicles. Thelaw covers
appropriations through March 6, 2009.

More than 460 bills on energy efficiency and renewable energy have been
introduced. About one-third of these bills are focused on renewabl e fuels and about
one-third would provide atax incentive for investment, energy production, fuel use,
or fuel reduction. For each bill listed in this report, a brief description and a
summary of actionaregiven, including referencesto committee hearingsand reports.
This report will be updated periodically.
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Energy Efficiency and Renewable Energy
Legislation in the 110™ Congress

Introduction

This report summarizes action on more than 460 energy efficiency and
renewable energy bills introduced during the 110" Congress.> These bills cover a
wide range of policy and issue areas that include appropriations, authorizations,
budget, research and development (R&D), grants, loans, financing, regulation
(including arenewable fuel standard), tax incentives, goals, plans, impacts, and the
environment/climate change.? Most of these hills have focused on grants and tax
incentives. The bills also cover arange of sectors and topics that include buildings,
defense, education, federal lands and energy management, farms, American Indians,
and international activities. Thus far, the sector of international activities has
generated the greatest number of bills. Table 5 groups the bills by topic.

Thebills can also be categorized by type of renewable resource, type of energy
efficiency measure, and technology. They cover abroad range of energy efficiency
measuresand technol ogi es, including distributed generation, net metering, equi pment
and appliancestandards, fuel economy standards, and transportation efficiency. Most
of these billsaddresstransportation and fuel economy. Thesebillsalso cover abroad
range of renewable energy resources and technologies, including alcohol fuels,
biofuels, biodiesel, biopower, biomass, geothermal, hydrogen, hydropower, solar, and
wind. So far, the fuels area has generated the greatest number of bills.

For each bill listed in thisreport, abrief description and asummary of action are
given, including references to committee hearings and reports.

Tax Incentives in Emergency Economic
Stabilization Act (P.L. 110-343)

The Congress has considered several billsthat would extend or modify selected
renewable energy and energy efficiency tax incentives. This section describes the
provisions of, and action on, selected key tax incentives bills.

! This report is intended to complement CRS Report RL 33599, Energy Efficiency Policy:
Budget, Electricity Conservation, and Fuel Conservation | ssues, and CRSReport RL 33588,
Renewable Energy Policy: Tax Credit, Budget, and Regulatory I ssues, both by Fred Sissine.

2 Bills on climate change are discussed in CRS Report RL33846, Greenhouse Gas
Reduction: Cap-and-Trade Bills in the 110" Congress, by Larry Parker and Brent D.
Y acobucci.
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Summary of Provisions and Legislative Timeline

The Energy Improvement and Extension Act (EIEA) of 2008 was enacted as
Division B of the Emergency Economic Stabilization Act of 2008 (P.L. 110-343,
H.R. 1424). EIEA containstax incentivesfor renewable energy production (Titlel),
transportation and biofuels(Titlell), and energy efficiency (Titlelll). Thecost of the
incentives are fully offset by reductions in subsidies for oil and natural gas and by
other revenue-enhancing measures (Title [V).

Thefirst column of Table 1, below, summarizesthe key tax incentives enacted.
The highlights of key provisions are as follows:

¢ Renewable Electricity Production Tax Credit (PTC). The credit for
wind farmsisextended for oneyear, through the end of 2009. Other
equipment are eligible for two years, through 2010. Newly eligible
marine technologies are eligible for three years, through 2011.

e Solar Investment Tax Credits (ITC) for Residential and Commercial
Sectors. The law extends the existing 30% credit for each sector for
eight years, through the end of 2016.

o Clean Renewable Energy Bonds (CREBs). The law authorizes a
new round of state and local bond issuances, with a total national
value of $800 million.

e Energy Conservation Bonds. The law authorizes a new state and
local program, with atotal national value of $800 million.

e Revenue Offsets. The cost of incentives are offset by a freeze in
certain oil and natural gas deductions, a reduced foreign tax credit
for certainforeign oil and gasincome, reduced deductionsfor certain
securities transactions, a change in the Federal Unemployment Tax
Act (FUTA) surtax, and an increase of the Oil Spill Liability Trust
Fund tax.

Prior to its passage as part of H.R. 1424, EIEA had been passed as part of the Senate
substituteto H.R. 6049. The Senate crafted EIEA asaresponseto thetax incentives
in the House-passed version of H.R. 6049 and to the Administration’ sthreat to veto
the House bill. Following Senate passage of the H.R. 6049 substitute, the House
responded by passing H.R. 7060. Table 1 allowsfor acomparison of theincentives
enacted into law with theincentives proposed in the House version of H.R. 6049 and
in H.R. 7060.

Thetax incentives enacted in P.L. 110-343 brought closure to atortuous chain
of effortsin the 110" Congress. Over two years, multiple efforts were undertaken
by both chambersto legislate tax incentivesfor efficiency and renewables. Themain
barrier was a controversy over revenue offset provisions to cover the cost of the
incentives. TheHouserepeatedly insisted on fully offsetting the cost to satisfy House
paygo requirements. However, House-passed offset provisionsrepeatedly triggered
aveto threatsfrom the Administration and led to failures of Senate attemptsto adopt
House-passed bills. Table 2 providesabrief chronology of legidative actioninthe
second session. Highlights of action in thefirst session are provided in CRS Report
RL 34294 on the Energy Independence and Security Act (P.L. 110-140).
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Table 1. Selected Tax Incentives in P.L. 110-343 (H.R. 1424),
Compared with Those in Related House Proposals

P.L.110-343
(EIEA, Text of H.R. 6049 H.R. 7060
Senate Substitute (House) (House)
to H.R. 6049)
Renewable Energy
Electricity Production Tax 1 year 1 year 1 year
Credit Extension for Wind
+extend geothermal, biomass, 2 years 3 years 2.75 years
hydro, landfill gas, muni. waste;
+add marine technology 3 years 3 years 2.75 years
+ 35% cap (non-wind) after no yes no
2009
+ electric utilities eligible
Business Solar Tax Credit 8 years 6 years 8 years
Extension yes no no
+small wind no yes yes
+ electric utilities eligible yes yes yes
+ offset aternative minimum tax
Residential Solar Credit 8 years 6 years 8 years
Extension yes yes yes
+ lift credit cap yes yes yes
+ small wind, ground source
geothermal yes yes yes
+ offset aternative minimum tax
Clean Renewable Energy Bonds | $800 million $2 billion no
Biofuels Production and yes yes yes
Distribution
Energy Efficiency
New Homes Tax Credit 1 year no no
Existing Homes Tax Credit 1 year 2 years 1.25 years
Commercial Buildings 5years 5years 5years
Deduction
Appliance Tax Credit 2 years 3 years 3 years
Energy Conservation Bonds $800 million $3 hillion no
Transportation Incentives yes yes yes
+plug-in electric vehicles $7,500 cap $5,000 $5,200 cap
+biodiesel/renewable diesel 1 year 1 year 1 year
Smart Meters/Grid Depreciation | 10-year 10-year 10-year
Green Bonds 4 years 4 years 4 years
Revenue Offsets
Offsetsinclude reducing yes yes yes

subsidies for oil companies and
other measures
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Table 2. Tax Incentives Bills, Timeline

Date

House Action

Senate Action

H.R. 5351: Renewable Energy and Energy Conservation Tax Act

Feb. 27

The bill had $16.7 billionin
incentives for efficiency and
renewables (EE& RE) and $18.0
billion in revenue offsets. The
House passed it by vote of 236 to
182.

No Senate action.

H.R. 3221 (S. 2821: Clean Energy Tax Stimulus

Act)

April 10

In 2007, H.R. 3221 passed the
House as an energy policy bill.
H.R. 3221 was superseded by H.R.
6, which was later enacted as P.L.
110-140.

On April 10, the Senate took up
H.R. 3221 with the intent to
convert it into ahousing bill. The
text of S. 2821was incorporated
by vote of 88to 8 asan
amendment to the substitute to
H.R. 3221. No offsetswere
included. The Senate adopted the
amended bill by vote of 84 to 12.

May 13

House objected to the energy tax
title of the Senate-passed version
and passed an amended housing
bill without an energy tax title.

No further effort to add energy
tax provisions to the housing bill.

H.R. 6049: Renewable Energy and Job Creation Act
(S. 3125: Energy Independence and Tax Relief Act)

May 21

H.R. 6049 had $16.9 billionin
incentives for EE& RE and $54.3
billion in total revenue offsets.
House passed the bill 263 to 160.

June 10

Senate cloture motion to proceed
on House-passed version of H.R.
6049 failed by vote of 50 to 44.

June 17

S. 3125 had nearly identical tax
provisionsto those in H.R. 6049,
but without offsets. With the
intenttotakeup S. 3125 asa
substitute to H.R. 6049, a second
cloture motion on H.R. 6049
failed by vote of 52 to 44.

S. 3335: Job

s, Energy, Families, and Disaster Relief Act

July 30

Bill had $16.3 billion for EE& RE
and $54.1 billion in total offsets.
Senate cloture motion failed by
vote of 51 to 43.
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Date House Action Senate Action

H.R. 6899: Comprehensive Energy Security Act (Energy Tax Incentives Act)

Sept. 16 Title VIII of the bill, the Energy
Tax Incentives Act, has $17.8
billion in incentives for EE& RE
and an equal amount in revenue
offsets. House passed the bill 236
to 189.

H.R. 6049: Senate Version, with Energy I mprovement and Extension Act

http://wikileaks.org/wiki/CRS-RL33831

Sept. 23 In the Senate substitute
amendment to H.R. 6049, Title |
— the Energy Improvement and
Extension Act — has $17.8
billion in incentives for EE& RE
(and $0.4 billion for carbon
sequestration) and an equal
amount in revenue offsets. Senate
approved the energy tax
amendment 93 to 2, and passed
the entire tax bill 93 to 2.

H.R. 7060: Renewable Energy and Job Creation Tax I ncentives Act

Sept. 26 The House response to the Senate
substitute to H.R. 6049 was a new
bill. Titlel of H.R. 7060 would
provide $15 billion in incentives
for EE& RE, and an equal amount
in revenue offsets. The House
approved the bill 257 to 166.

H.R. 1424: Senate Version, with Energy I mprovement and Extension Act

Oct. 1 In the Senate substitute
amendment to H.R. 1424,Division
B — the Energy Improvement and
Extension Act — has $17.8
billion in incentives for EE& RE
(and $0.4 billion for carbon
sequestration) and an equal
amount in revenue offsets. Senate
approved the entire tax bill 74 to
25.

Oct. 3 The House adopted the Senate
substitute by vote of 263 to 171.

House Passes H.R. 5351

On February 12, 2008, the House Committee on Ways and Means approved
H.R. 5351, the proposed Renewable Energy and Energy Conservation Tax Act of
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2008.2 Thishill is similar to H.R. 2776,* which the House passed during the first
session — but it was not sent to the Senate.® On February 27, 2007, the House
passed H.R. 5351 by avote of 236-182.° Dueto aproposal to obtain revenue offsets
by reducing subsidies for oil and natural gas, the Administration threatened to veto
the bill.” The Senate took no action on the hill.

H.R. 5351 would have extended or re-established severa tax incentives that
would support renewabl e el ectricity production, biofuels production, transportation
efficiency and conservation, buildings efficiency, and equipment efficiency. These
new incentives would have included $8.9 billion in renewable energy production
(electricity and fuels) tax incentives and $7.8 billion in energy efficiency
(transportation and buildings/equipment) tax incentives. The renewable energy
incentives would have included $6.6 billion for the renewable energy electricity
production tax credit (PTC), $634 million for residential solar tax credits, $621
million for business solar (and fuel cell) credits, and $640 million for clean
renewable energy (tax credit) bonds.®2 (For more about the background and debate
on the renewable energy incentives, see the discussion below, and see CRS Report
RL34162, Renewable Energy: Background and Issues for the 110" Congress, by
Fred Sissine.)

The bill proposed to offset the cost of those incentives primarily by reducing
two subsidiesfor oil and natural gas production. Also, there would have been some
revenue offset derived from aprovision to close the “Hummer” tax credit loophole.

¥ House Committee on Ways and Means. H.R. 5351 Renewable Energy and Energy
Conservation Tax Act of 2008. February 25, 2008. This document has asummary and cost
estimate for each provisions of the hill. [http://waysandmeans.house.gov/media/pdf/110/
februarybillsummary.pdf].

* The Joint Committee on Taxation published a description of the provisionsin H.R. 2776.
Itisavailable at [http://www.house.gov/jct/x-35-07.pdf].

® In the engrossment of H.R. 3221, the adopted rule (H.Res 615) provided that the text of
H.R. 2776, as passed (221-189) by the House, be added at the end of H.R. 3221as Division
B, and H.R. 2776 was tabled. After informal House-Senate negotiations over the House-
passed bill (H.R. 3221) and the Senate-passed hill (Senate amendment to H.R. 6), the House
passed (235-181) a substitute amendment to the Senate amendment to H.R. 6. The House
substitute contained virtually all of the tax incentivesin H.R. 2776. Senate floor action to
adopt the House substitute failed on acloture vote (53-42). The ensuing Senate amendment
(S.Amdt. 3850) did not include the tax incentives. Thisbill was adopted by both chambers
and enacted as P.L. 110-140.

® H.Res. 1001 provided the rule that brought the bill to the floor.

"TheWhiteHouse. Officeof Management and Budget. Statement of Administrative Policy
on H.R. 5351. [http://www.whitehouse.gov/omb/legidlative/sap/110-2/saphr5351-r.pdf]

8 The Joint Committee on Taxation scores the estimated costs of the tax provisions at
[http://www.house.gov/jct/x-20-08.pdf]. The Congressional Budget Office provides a
summary of the scored costs at [http://www.cbo.gov/ftpdocs/90xx/doc9001/hr5351. pdf].
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House Floor Debate. In the House floor debate,® opponents of H.R. 5351
argued that the proposed repeal of oil and natural gas subsidies (8301 and 8302)
would raise gasoline prices and lead to higher energy costs generally. Further, they
contended that such arepea would cause adeclinein oil industry jobs. Also, some
opponentsargued that the proposed 35% cap on the renewabl e energy production tax
credit would severely impair the ability of the credit to stimul ate the devel opment of
new wind farms.*

Proponents argued that the repeal would focus mainly on the five largest ail
companies, which haverecently made historical record-breaking profitsand, thus, do
not need the subsidies. Further, they contended that the subsidies currently favor
conventional fuels and that the bill would help to bring support into a more equal
balance. Proponents also argued that the incentives would spur the devel opment of
greater numbers of “green jobs’ and help reduce greenhouse gas emissions.** (For
more details about the proposed revenue offsets, see the discussion below, and see
CRSReport RL33578, Energy Tax Policy: History and Current I ssues, by Salvatore
Lazzari.)

Revenue Offsets Debate. Titlelll of H.R. 5351 proposes $18.0 billion in
oil and natural gas revenue offsets to support $16.7 billion in new incentives for
renewables (Titlel) and efficiency (Title11).”* Thefirst subsidy isthe 6% deduction
for domestic oil and natural gas producers (IRS 8199). Title V of the bill would
repeal that deductionfor certainlargeintegrated oil companies. For other companies,
it would freeze the deduction at the 6% level. Thisis a scaled-back version of the
proposal in H.R. 2776 that would have repealed the deduction for all companies.®
The second proposal would restrict oil and gas companiesfrom claiming foreign tax
credits by changing the method used to calculate “Foreign Oil and Gas Extraction
Income.” This is identical to the provision in H.R. 2776.** The revenue offset
provisions are the most controversial part of the bill.

° Congressional Record. February 27, 2008. p. H1091-H1131.

19 The Administration has threatened to veto the hill, stating its opposition to repeal of the
oil industry subsidies and to proposals for clean renewable energy (tax credit) bonds and
gualified energy conservation bonds. Executive Office of the President. Satement of
Administration Policy onH.R. 5351. February 26, 2008. 2 p. [http://www.whitehouse.gov/
omb/legislative/sap/110-2/saphr5351-r.pdf].

1 Many of these points were also stated in a letter from the Speaker of the House to the
President. Office of the Speaker. Pelosi, Hoyer, Clyburn and Emanuel Send Letter to
White House on House-Passed Energy Legidation. Press Release. February 28, 2008. 2
p. [http://speaker.house.gov/newsroom/pressrel eases? d=0544]

2 H.R. 5351 aso includes $1.83 billion for “New York Liberty Zone” tax credits for
transportationinfrastructure projectsproposed inthe Administration’ sFY 2009 budget. For
more discussion of the revenue offset provisions, see CRS Report RL33578, Energy Tax
Policy: History and Current Issues, by Salvatore Lazzari.

13 Joint Committee on Taxation, Description of the Tax Provisionsin H.R. 2776, p. 62-66.
14 Joint Committee on Taxation, Description of the Tax Provisionsin H.R. 2776, p. 67-72.
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Debate over the revenue offset provisions in H.R. 5351 directly parallels the
House and Senate floor debates over similar proposals for H.R. 6 during the first
session. In those debates, opponents argued that the reduction in oil and natural gas
incentives would dampen production, cause job losses, and lead to higher pricesfor
gasolineand other fuels. Proponents counter-argued that record profitsshow that the
oil and natural gasincentiveswerenot needed and that the new incentiveswould help
spur the development of “green” jobs.

Renewable Electricity Production. The bill proposes four incentives for
electricity production: the productiontax credit, two solar investment tax credits, and
new clean energy (tax credit) bonds.

Renewable Energy Electricity Production Tax Credit (PTC). For
business owners, the PTC of two cents per kilowatt-hour for windfarms and other
power facilitieswould be extended for three years, through the end of 2011 (8101)."
For 2010 and 2011, the credit would be capped at 35% of a project’s value. Also,
marine/hydrokinetic facilities would become eligible for the credit (8102). Such
facilities produce electricity from river currents or from ocean waves, tides, and
temperature differences (ocean thermal energy).*

Solar Tax Credits. For business property owners, the 30% investment tax
credit would be extended for eight yearsfor theinstallation of solar, geothermal, fuel
cell, and microturbine equipment (8127). Further, the credit would be alowed to
offset the alternative minimum tax. Also, public utilitieswould become eligiblefor
the credit.

For home owners, the 30% investment tax credit for residential solar electric,
solar hot water, and fuel cell equipment would be extended for six years, through the
end of 2014 (8106)."" Further, the annual cap on the credit would be increased from
$2,000 to $4,000. Also, residential wind equipment and ground source heat pumps
would become dligible for the credit.

New Clean Renewable Energy (Tax Credit) Bonds. Certain non-tax-
paying entities are eligible under current law, through the end of 2008, to be
“qualified issuers’ of clean renewable energy bonds (CREBSs).®® The bill would
authorize an additional $2 billion in authority for CREBSs to be issued through end
of 2009. Taxpayersholdingthe CREBson acredit allowance date would be entitled

15 For more background, see CRS Report RL 34162, Renewable Energy | ssues for the 110"
Congress, by Fred Sissine.

16 For more discussion of marine/hydrokinetic energy, see CRS Report RL33883, Issues
Affecting Tidal, Wave, and In-Stream Generation Projects, by Nic Lane.

Y For adescription of the existing solar investment tax incentives, and the debate over their
proposed extension, see CRS Report RL34162, Renewable Energy Issues for the 110"
Congress.

18 Qudlified issuers include state and local governments, American Indian tribes, public
power providers(non-profit electric utilities), and cooperative el ectric companies. For more
background about CREBS, see CRSReport RL 34162, Renewabl e Ener gy | ssuesfor the 110"
Congress.
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to atax credit.’® The amount of the tax credit would be determined by multiplying
the bond’ s credit rate by the face amount on the holder’ s bond.

Biofuels Production. For biofuels producers, the bill has two tax
incentives® First, a new production tax credit of 50 cents per gallon would be
created for cellulosic fuel ethanol (8213). It would be available through the end of
2010. That credit would be available in addition to the existing 51 cents per gallon
ethanol credit and the 10 centsper gallon small producer credit. Second, theexisting
$1.00 per gallon production credit for biodiesel and the 50 cents per gallon credit for
small biodiesel producers would be extended for two years, through the end of 2010
(8211). Also, the provision clarifies that the $1.00 per gallon production credit for
renewable diesel would be limited to fuel produced only from biomass.#

For biofuels distributors, the existing investment tax credit for aternative
refueling stations would be extended for two years, through the end of 2010 (8§202).
Further, the credit value would be increased from 30% (capped at $30,000) to 50%
(capped at $50,000). Also, section 212 would clarify that the production incentives
in sections 213, 211, and 202 would be available only for fuels produced in the
United States.

Transportation Efficiency and Conservation. For automobile
manufacturers, the bill would establish a new tax credit for each qualified plug-in
hybrid vehicle placed in service (§201). The base amount of the credit would be
$4,000. If thevehicle sbattery capacity exceedsfivekilowatt-hours (kwh), the credit
would be increased by $200 for each additiona kwh, up to a maximum of $6,000.
Each company that reaches 60,000 plug-in hybrid vehiclesin sales would have the
credit terminated at the end of the following business quarter.

Employers would be alowed to provide a tax deductible fringe benefit to
employees that use a bicycle to commute to work (8221). The benefit would be
available to offset bicycle storage cost and other commuting costs.

For businesses, an existing tax benefit (criticized by some as a*“loophol€e”) for
fuel-inefficient sport utility vehicles and other heavy vehicles would be eliminated
(8203). The tax benefit would be retained for trucks and vans that are designed
strictly for business use. Further, the tax benefit would be retained for certain heavy
vehicles needed for farming and heavy freight transportation. Also, the tax benefit
would be extended to lighter-weight and more fuel-efficient vehicles needed for
farming and heavy freight transportation.

Buildings Efficiency. For states, local governments, and tribal governments,
a new category of tax-exempt “qualified energy conservation bonds’ would be

1% For more background, see CRS Report RL 34162, Renewable Energy Issues for the 110"
Congress.

% For more information about biofuels incentives, see CRS Report RL33572, Biofuels
Incentives: A Summary of Federal Programs, by Brent D. Y acobucci.

2 However, diesel produced by co-processing biomass with petroleum or other feedstocks
would be eligible for the 50 cents per gallon tax credit for alternative fuels.
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created to support “green” community initiatives that involve energy efficiency,
renewable energy, mass transit, and other measures that reduce greenhouse gas
emissions (8231).# Proceeds from the bonds must be spent within a three-year
period. Theprogram’ stotal national bond authority would be capped at $3.6 billion.
Five categories of projects would be eligible for bond support. One category would
be for reducing energy use in public buildings by 20%. The second category would
include research support for cellulosic ethanol, carbon dioxide (CO,) sequestration,
and other technol ogiesto improve energy efficiency in buildings and transportation.
The third category would cover public transit (mass commuting) facilities. The
fourth category would include demonstration projects for green buildings, biomass
conversion to fuel, peak-load power reduction, and CO, sequestration. The fifth
category would cover public education about energy efficiency.

For home owners, arecently expired investment tax credit for residential energy
efficiency equipment and building shell measures would be re-established and
extended through the end of 2009 (§232). Also, energy-efficient biomassfuel stoves
would become €eligible for atax credit worth up to $300.

For commercial building owners, the existing investment tax deduction for the
installation of energy efficiency equipment and building shell measures would be
extended for five years, through the end of 2013 (8233).

Equipment Efficiency. For manufacturersof energy-efficient appliances, an
expired tax credit would be re-established and extended for nearly three years,
through the end of 2010 (8234). Depending onthelevel of efficiency achieved, each
energy-efficient dishwasher produced would be eligiblefor acredit that rangesfrom
$45 to $75. For each clothes washer, the available credit would range from $75 to
$250. For each refrigerator, the credit would range from $50 to $200. Thetotal tax
benefit that could be claimed by each company would be capped at $75 million.

For electric utilities, the installation of “smart electric meters” would benefit
from a shortened depreciation period of five years (8235). The meter must be
capable of providing time-of-use dataand “net metering” services for home owners
and occupants.® Also, the device must provide energy use data to the utility
company.

Senate Passes H.R. 3221, with Text of S. 2821

On April 3, 2008, the Clean Energy Tax Stimulus Act of 2008 (S. 2821) was
introduced, with extensions and modifications of eight tax incentivesfor renewable

2 Joint Committee on Taxation, Description of the Tax Provisionsin H.R. 2776, p. 44-46.
The Committee describes “ Qualified Energy Conservation Bonds’ as a type of qualified
private activity bonds, which permit states and local governments to “act as conduits
providing tax-exempt financing for certain private activities.” The definition includes
exempt facility bondsthat can be used to finance certain transportation, utility, educational,
and “qualified green building and sustainable design projects.”

2 Net metering isan arrangement wherei n the occupant may generate power on the premises
and sdll it to the utility company.
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energy and energy efficiency. Thisbill wasan attempt to offer aless comprehensive
and therefore less expensive version of the House-passed bill, H.R. 5351. The Joint
Committee on Taxation estimated that the incentives would reduce revenue to the
U.S. Treasury by about $8.3 billion over 11 years.** There were no revenue offsets
in the bill.

Senate Floor Action. The Senate took up H.R. 3221 with the intent to
convert it to ahousing stimulushbill. S.Amdt. 4419 incorporated the text of all of the
energy tax provisionsof S. 2821. It was adopted as a second degree amendment to
S.AAmdt. 4387, the Senate substitute to H.R. 3221 entitled as the Foreclosure
Prevention Act of 2008. S. Amdt. 4419 was adopted by vote of 88to 8. Theamended
substitute, S.Amdt. 4387, to H.R. 3221 was adopted by a vote of 84 to 12 on April
10, 2008, with the energy tax provisions of S. 2821 incorporated as Title X.

The House took up the Senate-passed version of H.R. 3221 on May 8, 2008.%
The House objected to including energy, and other non-housing provisions, in the
bill. OnMay 13, 2008, the House passed an amended version of H.R. 3221, renamed
as the Housing Rescue and Foreclosure Prevention Act, without the energy tax
provisions.

On June 19, 2008, the Senate took up the House-passed version of H.R. 3221
under unanimous consent. S.Amdt. 4983 was introduced as a substitute for titles|
through V of the House version of the bill. On June 20, 2008, S. Amdt. 5020 was
introduced as a second degree amendment to S.Amdt. 4983. S. Amdt. 5020 contains
the text of S. 2821. There was no further action on S.Amdt. 5020. The Senate
approved H.R. 3221 without energy tax provisions.

Renewable Energy Incentives. S. 2821 would have extended or modified
four renewable energy tax incentives. The business renewable energy electricity
production tax credit (PTC) would have been extended for one year, through the end
of 2009 (8101). Also, the PTC would have been expanded to include marine and
hydrokinetic power. Further, in caseswhen autility is part owner of thefacility, the
credit would have been allowed to reduce the cost of power sold to utility customers.
For business solar and fuel cell property, the 30% investment tax credit (ITC) would
have been extended for eight years, through the end of 2016 (§8102). The 0.5 kilowatt
cap for fuel cell property would have been removed. Utilities would have become
eligibleto claim the ITC. Also, a 10% credit for microturbines would have been
established. For residential solar property, the 30% ITC would have been extended
for one year, through the end of 2009 (8103). The $2,000 cap for solar electric
property would have beenremoved. A new round of $400 millionin cleanrenewable
energy bonds (CREBs) would have been authorized for issuance before the end of
2009 (8104).

2 Joint Committee on Taxation. Estimated Revenue Effects of the Tax Provisionsin H.R.
3221. April 18, 2008. See [http://www.house.gov/jct/x-33-08.pdf].

% 0On May 7, 2008, H.R. 5984 was introduced with energy tax provisions nearly identical
to those in Title X of the Senate-passed version of H.R. 3221. However, there was no
further action on H.R. 5984.
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Energy Efficiency Incentives. S. 2821 would also have extended or
modified four energy efficiency tax incentives. For homeowners, the 10% ITC for
energy efficiency improvementsto existing homes would be extended for one year,
through the end of 2009 (§201). Pellet stoves would have been included as éligible
equipment. For contractors and developers of new energy-efficient homes, the ITC
would have been extended for two years, through the end of 2010 (8202). For
commercia buildings, the tax deduction for energy-efficiency improvements would
have been extended for one year, through the end of 2009 (8203). The maximum
deduction would have been increased to $2.25 per square foot. Building subsystems
would have been eligible for a partial deduction of $0.75 per square foot. For
manufacturers, the credit for energy-efficient appliances (dishwashers, clothes
washers, and refrigerators) would have been extended for threeyears, throughtheend
of 2010 (8204).

House Passes H.R. 6049, with Full Offsets

On May 21, 2008, the Energy Tax and Extenders Act of 2008 (H.R. 6049) was
passed by the House, with very similar renewable energy and energy efficiency
provisions to those in H.R. 5351. This $54.0 billion omnibus tax incentives bill
contained nearly $15.4 billion of energy efficiency and renewable energy tax
provisions, which are very similar to those of H.R. 5351. Theproposal inH.R. 5351
to derive offsets for its energy provisions mainly by reducing oil and gas subsidies
washighly controversial. Incontrast, H.R. 6049 would derive offsetsto cover energy
and other tax provisions from two different sources: a policy change on deferred
compensation paid by certain peopleemployed in offshore companies ($24.3 billion)
and adelayed phase-in of 22004 law that would liberalize theforeign tax credit limit
for certain taxpayers ($30.0 billion).%®

H.R. 6049 would have extended or re-established several tax incentives that
would support renewable electricity production, biofuels production, transportation
efficiency and conservation, buildings efficiency, and equipment efficiency. Key
selected incentive provisions and extensions are summarized in Table 1. Overal,
thebill would haveincluded $10.1 billioninrenewable energy production (el ectricity
and transportation biof uel s) tax incentivesand $5.3 billioninenergy efficiency (plug-
in hybrid vehicles and buildings/equipment) tax incentives. The renewable energy
incentives would have included $7.0 billion for the renewable energy electricity
productiontax credit (PTC), $1.4 billion for businesssolar (and fuel cell) tax credits,
$666 million for residential solar tax credits, and $538 million for clean renewable
energy (tax credit) bonds.?” (For more about the background and debate on the
renewableenergy incentives, CRS Report RL 34162, Renewable Energy: Background
and Issues for the 110" Congress.)

% Committee on Ways and Means. H.R. 6049 Energy and Tax Extenders Act of 2008
(Summary). May 16, 2008. p. 12. [http://waysandmeans.house.gov/media/pdf/110/bill.pdf]
More details are available in Joint Committee on Taxation. Description of the Chairman’s
Markof H.R. 6049. May 14, 2008. p. 171. [http://waysandmeans.house.gov/media/pdf/110/
DCM6049.pdf]

2" The Joint Committee on Taxation scores the estimated costs of the tax provisions at
[ http://www.house.gov/j ct/x-42-08.pdf].
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Senate Unable to Proceed to H.R. 6049. On June 6, 2008, a motion to
proceed to consideration of H.R. 6049 was made in the Senate. Subsequently, a
cloture motion on the motion to proceed to H.R. 6049 was presented. On June 10,
2008, by vote of 50 to 44, cloture was not invoked on the motion to proceed to the
bill.

Senate Unable to Proceed to H.R. 6049, with Text of S. 3125. On
June 12, 2008, a second cloture motion was filed in the Senate on a motion to
proceed to H.R. 6049. The purpose of the second cloture motion wasto bring up the
text of S. 3125, the“ Energy Independence and Tax Relief Act of 2008,” asubstitute
for H.R. 6049.% AsTable 1 shows, the energy tax provisionsin Title | are nearly
identical to those of H.R. 6049. Two notable differences are eight-year extensions
of the business (8103) and residential (8104) solar tax credits, instead of the six-year
extensions proposed in H.R. 6049, and a one-year extension proposed for energy
efficiency measures in existing homes (8142), instead of the two-year extension
proposed in H.R. 6049. Titlell proposes changesto the Alternative Minimum Tax;
Title 111 contains severa miscellaneous tax provisions; and Title 1V contains
controversial revenueoffset provisions. OnJune 17, 2008, Senatefloor action halted
when the second cloture motion on the motion to proceed to H.R. 6049 failed by a
vote of 5210 44. Subsequently, the Senate Mgjority Leader moved to reconsider the
vote by which cloturewas not invoked. On July 29, 2008, there was amotion by the
Majority Leader to reconsider the vote by which cloture was not invoked on the
motion to proceed to the bill, which was agreed to by unanimous consent. Upon
reconsideration, cloture on the motion to proceed to the bill was not invoked, by a
vote of 53 to 43.

Senate Unable to Proceed to S. 3335

The Jobs, Energy, Families, and Disaster Relief Act of 2008 (S. 3335) hasvery
similar renewable energy and energy efficiency provisions to those in H.R. 6049.
Titlel would extend several tax incentivesfor renewable energy (Subtitle A, Part 1),
biofuels and transportation (Subtitle B), and energy efficiency (Subtitle C). As
shown in Table 1, the proposed incentives are very similar to those of H.R. 6049.
Notable differences include eight-year extensions of the business (§103) and
residential (8104) solar tax credits, instead of the six-year extensions proposed in
H.R. 6049, and a one-year extension proposed for energy efficiency measures in
existing homes (8142), instead of thetwo-year extension proposed in H.R. 6049. On
July 30, 2008, an effort to invoke cloture on amotion to proceed to S. 3335 failed by
avote of 51 to 43.

% A staff summary of S. 3125 and preliminary estimates of the revenue effects are posted
on the Committee on Finance website at [http://finance.senate.gov/sitepages
legislation.htm].

2 The June 12, 2008, press release is on the committee’ s website at [http:/finance.senate.
gov/press/Bpress/2008press/prb.061208%20Baucus¥e20extenders%620tax%o20package. pdf].
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House Passes H.R. 6899

Title VIII of the Comprehensive American Energy Security and Consumer
Protection Act of 2008 (H.R. 6899) has very similar renewable energy and energy
efficiency provisionsto those in H.R. 6049 (see Table 1). It would extend several
tax incentives for renewable energy (Subtitle A, Part 1), biofuels and transportation
(Subtitle B), and energy efficiency (Subtitle C). Notable differencesinclude eight-
year extensions of the business (8103) and residential (8104) solar tax credits,
instead of the six-year extensions proposed in H.R. 6049, and a one-year extension
proposed for energy efficiency measures in existing homes (8142), instead of the
two-year extension proposed in H.R. 6049. On September 16, 2008, the House
passed the bill by a vote of 236 to 189.

Senate Passes H.R. 6049, with Substitute Text and Partial
Offsets

On September 23, 2008, thetext of the Energy Improvement and Extension Act
(EIEA) was brought to the Senate floor as a substitute amendment (S.Amdt. 5633)
to H.R. 6049. The amendment was adopted by vote of 93 to 2. A perfecting
amendment (S.Amdt. 5635) with about $130 billion in additional non-energy tax
incentives, including amodification to the alternative minimum tax, was adopted by
vote of 83 to 12. That amendment contained only a partial offset to the estimated
cost of its provisions. The amended substitute was adopted by vote of 93 to 2.

ThePresident’ s Statement of Administration Policy on the Senate amendments
to H.R. 6049 expresses strong opposition to the revenue offsets provisionsand to the
clean renewable energy (tax credit) bonds.*® However, in contrast to the House-
passed version of H.R. 6049, and most other previous bills that proposed to extend
the energy tax credits, the Administration does not threaten to veto this bill.

Theenergy tax portion (EIEA) of the Senate-passed substituteto H.R. 6049 has
$17.8 hillion in renewable energy and energy efficiency provisions.® The Senate
provisionsare very similar to those in the House-passed version of H.R. 6049 and to
thosein the draft House bill entitled Energy Tax Incentives Act (ETIA, seeTable 1
and text below). The Senate substitute would extend several tax incentives for
renewable energy, biofuels and transportation, and energy efficiency. For the
production tax credit, EIEA excludes a 35% cap on non-wind sources (after 2009)
that was in the House-passed bill. However, it would trim the extensions for non-
wind sourcesto 2 years, compared with 3-year extensionsinthe House bill. Further,
it would not allow utilitiesto become eligiblefor the credit. EIEA would trim some
other provisions: extending the appliance credit for 2 years instead of 3 years,

% TheWhiteHouse. Executive Office of the President. Office of Management and Budget.
Satement of Administration Policy on Senate Amendments to H.R. 6049 — Energy
Improvement and Extension Act of 2008 and Tax Extenders and Alter native Minimum Tax
Relief Tax Act of 2008. September 23, 2008. 2 p. [http://www.whitehouse.gov/omb/
legidlative/sap/110-2/saphr6049-s.pdf]

3L A provision for carbon sequestration would add $0.4 billion for atotal estimated cost of
$18.2 hillion.
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providing lessthan half the authority for CREBS, and providing about one-fourth the
authority for energy conservation bonds. However, EIEA would extend the new
homes credit (retroactively) and it would provide a$7,500 cap on the credit for plug-
in electric vehicles, compared with $5,000 in the House bill. EIEA has five
provisionsto providerevenue offsets: freezing an oil and gas subsidy, changing basis
reporting for stockbrokers, extending the Federal Unemployment Tax Act (FUTA)
surtax, adjusting foreign tax credits, and extending the oil spill liability trust fund.

House Passes H.R. 7060, with Full Offsets

On September 26, 2008, the House passed the Renewable Energy and Job
Creation Tax Incentives Act (H.R. 7060).* The Statement of Administration Policy
on H.R. 7060 recommends that the President veto the bill.** Titlel of the bill would
provide about $15 billion in tax incentives for efficiency, renewables, and carbon
sequestration. Asshown in Table 1, the energy tax provisions of H.R. 7060 differ
from thosein the House-passed version of H.R. 6049 and those in the Senate-passed
substitute to H.R. 6049.

For non-wind resources, the production tax credit would be extended for 2.75
years, instead of the Senate proposal for two years. In agreement with the Senate, the
proposal to allow utilitiesto claim the credit was dropped. In disagreement with the
Senate, the proposal for a 35% cap would be retained. For the business and
residential solar tax credits, the provisions in H.R. 7060 are identical to those
approved by the Senate. Clean Renewable Energy Bonds and the new homes tax
credit areabsent. H.R. 7060 proposes a 1.25-year re-establishment (through the end
of 2009) for energy efficiency measures in existing homes, instead of the one-year
extension (nine months retroactive, through the end of 2008) in the Senate bill. The
Energy Conservation Bonds are absent. The Green Bonds would be extended for
four years, in agreement with the Senate.

The Committee summary states that the $15 billion cost of incentiveswould be
completely offset by using “revenue-raising provisions that have passed the Senate
with overwhelming support, including provisions that would: (1) prevent the
understatement of foreign oil and gas extraction income in calculating foreign tax
credits; (2) freeze the section 199 deduction for oil and gas companies at 6%; (3)
provide for broker reporting of customer’s basisin securities; (4) extend the FUTA
surtax for one year; (5) extend and increase funding for the Oil Spill Liability Trust
Fund; (6) close atax loophole that allows individuals that work for certain offshore
corporations, such as hedge fund managers, to defer tax on their compensation, and

%2 The Committee on Ways and Means posted a summary of H.R. 7060 provisions at
[http://waysandmeans.house.gov/Morelnfo.asp?section=48]. The Joint Committee on
Taxation (JCT) posted a detailed description of provisions at [http://www.house.gov/
jet/x-75-08.pdf]. Also, JCT posted estimates of the revenue effects at
[ http://www.house.gov/j ct/x-76-08.pdf].

3 The Administration’ sstatement on H.R. 7060isavailableat [ http://www.whitehouse.gov/
omb/legid ative/sap/110-2/saphr7060-h.pdf].
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(7) delay atax benefit for multinational corporations operating overseas that has yet
to take effect.”*

Senate Passes H.R. 1424, with Text of H.R. 6049 Substitute

On October 1, 2008, the text of the Energy Improvement and Extension Act
(from the Senate-passed version of H.R. 6049) was brought to the Senate floor as
Division B of the Senate’ s substitute amendment (S.Amdt. 5685) to H.R. 1424. The
Statement of Administration Policy expressed support for H.R. 1424.* The Senate
passed the substitute by a vote of 74 to 25.

House Adopts Senate Substitute to H.R. 1424

On October 3, 2008, the House adopted the Senate substitute to H.R. 1424 by
avote of 263to 171. The President signed the bill into law as P.L. 110-343.

FY2009 Continuing Appropriations (P.L. 110-329)

DOE FY2009 Budget Request

Summary of Funding Actions. The Administration requested $1,255.4
million for DOE's FY2009 Energy Efficiency and Renewable Energy (EERE)
programs. In the draft report on the FY2009 Energy and Water Development
Appropriationshill, the House A ppropriations Committee recommended $2.5 billion
for EERE programs, about double DOE’ s request and $800 million more than the
FY 2008 appropriation. In reporting its version of the bill (S. 3258), the Senate
Appropriations Committee recommended about $1.9 billion. Neither chamber took
floor action on either bill. Instead, the House passed the Consolidated Security,
Disaster Assistance, and Continuing Appropriations Act, 2009 (H.R. 2638), which
continued appropriations at the FY 2008 level (with some exceptions) until March 6,
2009. One notable exception for EERE was the inclusion of an additiona $250.0
million for the Weatherization Program. The bill passed the Senate and was signed
into law as P.L. 110-329.

Energy Efficiency and Renewable Energy (EERE). The President’s
2008 State of the Union address set out goals to strengthen energy security and
confront global climate change, and stated that “... the best way to meet these goals
isfor Americato continue leading the way toward the development of cleaner and

3 Committeeon Waysand Means. H.R. 7060, Renewable Energy and Job Creation Tax Act
of 2008. Summary. p. 1.

*TheWhiteHouse. Executive Officeof the President. Office of Management and Budget.
Satement of Administration Policy on Senate Amendments to H.R. 1424 — Emergency
Economic Stabilization Act of 2008, Energy Improvement and Extension Act of 2008, and
Tax Extenders and Alternative Minimum Tax Relief Tax Act of 2008. October 1, 2008. 2
p. [http://www.whitehouse.gov/omb/legisl ative/sap/110-2/saphr1424-s.pdf]



http://wikileaks.org/wiki/CRS-RL33831

CRS-17

more energy-efficient technology.”*® As part of that effort, the Administration
proposesto continueitssupport for the Advanced Energy Initiative (AEI, an element
of the American Competitiveness Initiative), which aims to reduce America's
dependence on imported energy sources. The AEI includes hydrogen, biofuels, and
solar energy initiatives that are supported by programsin EERE.*’

According to the FY 2009 budget document, the Hydrogen Initiative hasalong-
term aim of developing hydrogen technology, and to “enable industry to
commercialize a hydrogen infrastructure and fuel cell vehicles by 2020.” The
Biofuels Initiative seeks to make cellulosic ethanol cost competitive by 2012 using
awide array of regionally available biomass sources. The Solar America Initiative
aims to “... accelerate the market competitiveness of photovoltaic systems using
several industry-led consortiawhich are focused on lowering the cost of solar energy
through manufacturing and efficiency improvements.”*® Further, the proposed
FY 2009 federal budget sets a goal of making solar power “cost-competitive with
conventional [sources of] electricity by 2015.”*

As Table 3 shows, DOE’s FY 2009 request contains $1,255.4 million for the
EERE programs. Compared to the FY 2008 appropriation, the FY 2009 request would
reduce EERE funding by $467.0 million, or 27.1%. Three proposed cuts would
comprise most of thisreduction. First, the request would eliminate $186.7 million
in congressionally directed assistance. Second, it would reduce Facilities
construction spending by $57.3 million.* Third, the request would cut $227.2
million in funding to terminate the Weatherization Assistance Program, citing a
higher benefit-cost ratio for technology programs than for the Weatherization
Program.** A major study of the program’ s benefits and costsin 1989 was published
in 1993. In 2007, DOE launched a plan for a comprehensive review of program
benefits and costs based on data collected during program year (PY) 2006.% At

% The White House. State of the Union 2008. [http://www.whitehouse.gov/news/rel eases/
2008/01/print/20080128-13.html]

37 U.S. Executive Office of the President, Budget of the United States Gover nment, Fiscal
Year 2007, Appendix, p. 390. Also see DOE, FY2007 Congressional Budget Request:
Budget Highlights, p. 41.

% U.S. Executive Office of the President, Budget of the United States Government, Fiscal
Year 2009, Appendix, p. 393.

¥ |pid., p.59.

“0 Facilities funding for construction tends to be provided in a lump sum. No major
construction projects would have been cancelled as aresult of this proposed reduction.

“ DOE states that “EERE’s Energy Efficiency portfolio has historically provided
approximately a 20 to 1 benefit to cost ratio. In comparison, Weatherization has a benefit
cost ratio of 1.53t0o 1.” DOE, FY 2009 Congressional Budget Request, vol. 3, p. 44.

2 The 1993 study 