Federal incentives
have long been used to
encourage investment

in domestic energy

production.

U.S. subsidies for oil, natural
gas, coal, nuclear, and hydro
power totaled approximately
$500 billion from 1950 to
1977 (in 2004 $).

In the last century, this
investment created an
abundance of affordable
domestic energy, powering
strong economic growth. It
also contributed to a heavy
reliance on fossil fuels.
Today’s rising energy
demands — and volatile
prices — reveal a need for a
more diverse energy supply.

Wind Power:
An Abundant
American Energy
Source

Wind Energy and U.S. Energy Subsidies

Support for wind enhances national energy independence,
promotes rural economic development, contributes to
energy price stability and helps address global climate
change.

e Every energy technology is supported by the federal
government. Wind energy is no exception, nor should it be.

e During the year 2003 alone, federal energy subsidies
ranged from $37 billion to $64 billion, according to a study
prepared for the National Commission on Energy Policy.
Wind energy accounted for less than 1% of the total.?

Wind power is ready to be a significant source of American
energy. Diversifying federal support to include newer,
non-polluting, domestic energy industries like wind is
smart energy policy.

e Proven results. The main incentive for wind, the production
tax credit (PTC) is an effective policy to facilitate wind power
development, as evidenced by today’s growth in the use of wind
power. Wind project owners receive tax credits only for energy
produced; thus they have an incentive to use better wind sites
and better technology — harvesting the most energy possible
from every wind turbine.

e Boom and bust cycle. The current on-again, off-again cycle of
the production tax credit for wind creates an unstable business
environment, undermining manufacturers’ ability to justify long-
term investments in manufacturing facilities and reducing the
credit's usefulness in catalyzing industry growth.

e Long-term policy needed. Some energy incentives, like the
depletion allowance for oil and gas, are permanent in the tax
code and have been around since the 1920's. Wind energy’s
primary incentive, the production tax credit (PTC), has expired —
or been set to expire — and then reinstated five times, and will
expire automatically again at the end of 2008 unless renewed by
Congress. In effect, many subsidies for new, clean energy
technologies are temporary, while many for older, polluting
energy technologies are permanent.

e Long-term benefits. Investing in wind energy, a clean,
renewable, domestic energy source, will save Americans billions
in the long run through reduced health, pollution and waste
cleanup costs.



Wind Energy and U.S. Energy Subsidies, continued

A Glance at Federal Energy Subsidies for Fiscal Year 2006

7,000 |
6,500 M Risk and Safety™
1,500

6,000 m Clean-Up
M Froduction
H Development
Extraction
W Explaration
mR&D

5 .-:

4,500
4,000
3,500
3,000
2,500
2,000

Value, in million $

5,000
500 -

Fossil Fuel Nuclear Wind

Sources:

1. U.S. Department of Energy. Battelle Memorial Institute. Pacific Northwest Laboratory. An Analysis of Federal Incentives Used to
Stimulate Energy Production. PNL-2410 REV.

2. National Commission on Energy Policy. Ending the Energy Stalemate, Technical Appendix, Chapter 6.
http://www.energycommission.org/site/page.php?node=48

3. U.S. Department of Energy, FY 2007 Congressional Budget Request. Budget Highlights. February 2006. DOE/CF-009.
http://www.cfo.doe.gov/budget/07budget/Content/Highlights/Highlights.pdf.

4. U.S. Office of Management and Budget. Analytical Perspectives, Budget of the United States Government, Fiscal Year 2007. Section
19. Tax Expenditures. p. 285-328. http://www.whitehouse.gov/omb/budget/fy2007/pdf/spec.pdf.

5. U.S. Department of the Interior. U.S. Geological Survey. FY 2007 President’s Budget Request. February 2006. Geologic Resource
Assessments, Energy Resources. http://www.usgs.gov/budget/2007/fy07 _justification.html.

6. U.S. Department of Labor. Fiscal Year 2007 Budget. Employment Standards Administration Income Maintenance Programs. p. 19, 25-
27, 31. http://www.dol.gov/_sec/budget2007/overview.pdf. Black Lung Disability Trust Fund receipts do not cover the outlays, the fund
is over $9 billion in debt.

7. U.S. Department of Agriculture. FY 2007 Budget Summary and Actual Performance Plan. http://www.usda.gov/agency/obpa/Budget-
Summary/2007/FY07budsum.pdf.

8. U.S. Nuclear Regulatory Commission. Performance Budget Fiscal Year 2007. NUREG-1100. Volume 22. February 2006. p.15.
http://www.nrc.gov/reading-rm/doc collections/nuregs/staff/sr1100/v22/sr1100v22.pdf.

9. Heyes, Anthony, Liston-Heyes, Catherine. Subsidy to Nuclear through Price-Anderson liability limit: Comment. Contemporary Economic
Policy. Vol. 16, No. 1. 1998. p. 122.

U.S. Department of Energy. Energy Information Administration. Federal Energy Subsidies, Direct and Indirect Interventions in Energy
Markets. P.78. http://tonto.eia.doe.gov/FTPROOT/service/emeu9202.pdf.

* The value of the incentive of limited liability for the nuclear industry under the Price Anderson Act had a wide range of values in
literature.

More links on federal energy subsidies are available on www.ifnotwind.org.

wind energy works—for America’s economy, environment, and energy security.
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