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SENATOR DOMENICI: DON'T UNDERMINE RENEWABLE ENERGY'S FUTURE 

Over the past decade, renewable energy technologies for generating electricity have moved into the commercial mainstream.  Here in New Mexico, we have over 400 megawatts of installed wind capacity, and wind power accounts for around 7% of all electricity delivered by our investor-owned utilities.   Across the country, especially in states like New Mexico that have renewable portfolio standards, the public is benefitting environmentally and economically from the placement of wind, solar, and biomass plants.   These renewable projects provide jobs and revenues to rural communities, and in our experience here in New Mexico, wind energy is a lower cost supply of electricity than natural gas!

This progress were are making in developing clean and affordable alternatives to fossil fuels will be stalled – or even reversed – if a minority in the U.S. Senate succeed in terminating the federal tax credits for renewable energy.  This group of Senators, which includes New Mexico’s Pete Domenici, is holding action on energy legislation hostage to the removal of the renewable energy tax credits.  The federal production tax credit for wind and biomass, which has been in effect since 1992, will expire in less than one month.  The current federal solar investment tax credit, which dates to 2005, will expire at the end of 2008.   These renewable tax credits are relatively modest investments in our future, as we spend around five times as much on tax subsidies for fossil fuels used in the generation of electricity.  

The expiration of the renewable energy tax credits, and even the fear of their pending expiration, has a major chilling effect on the signing of contracts to develop new wind, biomass, and solar projects.  Utilities and renewable energy developers are understandably reluctant to make financial commitments if they cannot be sure of the tax treatment their projects will get once they are completed.  At best, projects will be delayed, at worst, some may never get built.

The Senate action also undermines efforts to create economic development around this industry in the U.S.  Today, almost all of the wind turbines, solar collectors, and other specialized equipment used in renewable energy plants comes from Europe.  The sustained demand for renewable energy projects over the last few years had meant that manufacturers were finally willing to build some of the plants to make this equipment here.  Besides creating good-paying jobs, locating manufacturing here would have brought down the cost of renewable energy by reducing transportation costs and negating the effects of today’s very unfavorable currency exchange rates.  

Senator Domenici acknowledges that he supported the wind, biomass, and solar tax credits in the past.  We can hope that his opposition to extending the credits now (and to the related proposal for a national renewable energy portfolio standard) is not based on a fear that renewables might become too successful and too affordable.   In floor debate this year, the Senator expressed mixed feelings about renewable energy development, before focusing his opposition to the renewable tax credits on the method that the Democratic majority had proposed as a spending offset – the repeal of some of the tax credits lavished on the oil and gas industry in 2005.   Those credits were hard to justify as production incentives when oil was $40 - $50 a barrel, now with market prices twice that, they can do nothing other than fatten the profits of an  industry already engorged by windfall profits.  

The oil and gas industry, desperate to hold on to their place at the federal trough, is trying to frighten the public with threats of higher prices at the gasoline pump if their treasured tax breaks are rolled back.  Don’t believe it.   As the industry is quick to point out whenever price gouging is investigated, the price at the pump is based on market supply and demand, not production costs.   Today’s high prices for gasoline and other petroleum products point out the obvious, that consumers don’t directly benefit at all from the increased subsidies that were granted to oil and gas producers in 2005.  

On the other hand, if Senator Domenici does not change his position, consumers will pay more for renewable energy, and probably get less of it,  in New Mexico and the other 25 or so states that require it.   The nation’s progress away from the economic and environmental risks that come from our over-dependence on fossil fuels will be set back by several years.   And, we will lose opportunities for jobs and economic development.   Our obligation to provide the basis for a clean and sustainable and affordable energy supply for our children and grandchildren must take precedence over the self-interest of big oil to wring every last dollar possible out of our pockets.    Senator Domenici, vote for posterity, not for pettiness and greed.

