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Chairman Bingaman, Ranking Member Domenici and other distinguished members of the Senate
Committee on Energy and Natural Resources, thank you for the invitation to present you with
recommendations the National 25x'25 Alliance Steering Committee believes can best address our
troubled economic times. As congressional leaders and the new, incoming administration look for ways to
bolster a sagging economy, the 25x'25 Steering Committee believes that now is the best time to
implement renewable-energy and energy-efficiency initiatives that can drive and maintain economic
recovery. In support of those initiatives, the Steering Committee today offers Congress and the incoming
administration a package of new recommendations that will bolster the U.S. economy, create new jobs
and insure a clean energy future.

The 25x'25 Steering Committee, which provides leadership for a coalition of nearly 800 agricultural,
forestry, energy, environmental, business, labor, civic and community groups that call for 25 percent of
our national energy needs being met with renewable resources by 2025, believes that our
recommendations are the backbone of a strategy that will address our troubled economic times. These
recommendations underscore the longstanding 25x'25 position that a renewable-energy and energy-
efficient future will not only boost our economy, putting hundreds of thousands of people back to work,
but also enhance our national security and improve our environment.

These recommendations for economic recovery from the 25x'25 Steering Committee are underscored by a
national study undertaken by the University of Tennessee Department of Agricultural Economics that
shows that if America's farms, ranches and forestlands are empowered with the policies and incentives
needed to meet 25 percent of the nation's energy needs with renewable resources — biofuels, biomass,
wind energy, solar power, geothermal energy and hydropower — an estimated $700 billion in new, annual
economic activity would be generated, and 4 million to 5 million new jobs would be created.

The University of Tennessee study, commissioned by 25x'25, presents just one scenario among many in
meeting the 25x’25 vision. And while the analysis includes forest residue from hazard-reduction
programs and mill residue, there are numerous resources that are not taken into account - woody biomass
from managed forests, crop residue (other than corn and wheat) and urban wood waste — suggesting the
economic benefits of a 25x'25 future could be even greater. Furthermore, while the analysis includes the
production of dedicated energy crops, some varieties of feedstocks currently under research in
laboratories and universities, including energy cane, Miscanthus and hybrid willow, may not have been
fully evaluated in the analysis, indicating even greater economic returns.

Another strong indicator of renewable energy development's potential to strengthen the economy comes
from the Department of Energy, which looked at just wind energy and concluded that it is capable of
becoming a major contributor to America’s electricity supply and economy over the next three decades.





The DOE says that achieving a 20-percent wind contribution to the U.S. electricity supply would increase
annual revenues to local communities to more than $1.5 billion by 2030 and support roughly 500,000 jobs
in the United States.

The 25x'25 economic recovery recommendations will lead to long-term, comprehensive energy
development that will accelerate the production of all forms of renewable energy and create new
renewable energy markets.

The recommendations developed by the National 25x'25 Steering Committee for a nationwide, clean
energy economic recovery initiative include:

Increase funding for the Rural Energy for America Program (REAP).

The Rural Energy for America Program, authorized under Section 9007 of the Energy Title of the 2008
Farm Bill, provides grants or loan guarantees for renewable energy systems and energy efficiency
improvements for agricultural producers and rural small businesses. The program is currently funded at
$255 million over four years, with additional annual authorization of $25 million. The limit on the
maximum amount of the combined loan and grant is 75 percent of the funded activity and the grant
portion cannot exceed 25 percent of the cost of the activity. The program, in existence since 2002, is
continuously oversubscribed and many valid projects are rejected because of limitations on USDA
funding. Increasing funding for REAP will generate temporary construction jobs in rural America along
with permanent jobs operating and maintaining renewable energy facilities. As an example, a 104
megawatt wind power project in Oregon, financed through REAP, generated over 30 permanent jobs in
Gilliam County, Oregon.

Proposed funding for REAP: $250 million annually, $500 million over two years.

Increase funding for the Repowering Assistance Program.

The Repowering Assistance Program, authorized under Section 9004 of the Energy Title of the 2008
Farm Bill provides loans and loan guarantees to help biofuel plants convert their heating and power fuel
supply to biomass and reduce their dependence on fossil fuel-powered boilers. Payments would be made
for installation of new systems that use renewable biomass or for new production of energy from
renewable biomass. The program is currently funded at $300 million over four years, with additional $25
million in annual authorization. According to the Renewable Fuels Association 172 biorefineries are in
operation today. Installation of renewable biomass boilers will generate construction and maintenance
jobs and contribute to cleaner air and environment.

Proposed funding for Repowering Assistance: $150 million annually, over two years

Broaden the authority and increase funding for the Biorefinery Assistance Program.

The Biorefinery Assistance Program authorized under Section 9003 of the Energy Title of the 2008 Farm
Bill provides loans and loan guarantees to construct commercial-scale advanced biofuel facilities. Loans
may be up to 80 percent of the cost of the project not to exceed $250 million. It also provides grants for
demonstration-scale advanced biofuels plants. Despite existing federal grants and loan guarantees, the
collapse of the credit markets has stalled construction of the nation’s first commercial-scale cellulosic
biorefineries. Of six projects selected by the U.S. Department of Energy in 2007 to receive up to $385
million in federal support, only one has begun construction. It also has slowed the conversion of existing
grain-based ethanol plants to dual feedstock biofuels production facilities. The economic recession may
therefore delay progress toward meeting cellulosic and advanced biofuels targets in the Renewable Fuels
Standard and slow progress toward curtailing greenhouse gas emissions.

Additional funding for the Biorefinery Assistance Program will reduce investor risk and provide
construction and operations jobs in rural communities. Consideration should be given to broadening the
authority to utilize direct federal grants to expedite the construction of first generation advanced
biorefineries and to modify or retrofit existing grain-based ethanol plants to convert cellulosic biomass to





biofuels. Knowledge gained and experience with these operations would rapidly drive down costs
associated with second-generation cellulosic biofuel plants and result in private-sector investment in their
construction.

Proposal for Biorefinery Assistance Program: increase and fully fund mandatory and discretionary
levels, at $500 million in year one and $1 billion in year two, and consider expanding the use of the
grants to facilitate the construction of first generation cellulosic biofuel plants.

Fund the Bioenergy Crop Assistance (BCAP).

The Bioenergy Crop Assistance Program was authorized under the 2008 Farm Bill to support the
establishment and production of eligible crops for conversion to bioenergy, and to assist agricultural and
forest landowners with collection, harvest, storage, and transportation of these crops to conversion
facilities. The rules for the program have not been developed, and no mandatory funding is provided in
the authorizing legislation. Twenty-one cellulosic biorefineries are in the planning stage of construction,
to begin operations by 2010, but without full and immediate funding of BCAP to provide incentives to
farmers to grow dedicated energy crops, feedstocks may not be available, jeopardizing investments and
threatening the commercial scale production of advanced biofuels.

Proposed for Bioenergy Crop Assistance Program: implement BCAP in 2009; fund at $250 million
annually, $500 million over two years.

Invest in Biofuel Infrastructure Projects

A comprehensive federal initiative should be developed and funded to address biofuel infrastructure,
distribution and delivery issues. A coordinated plan should be developed and significant federal funding
provided for biofuel distribution infrastructure projects. Biofuel pipeline feasibility studies need to be
completed. The federal government should help finance the construction of new pipelines, as well as
address rail capacity for biofuels. Funding for E-85 Corridor programs should be expanded and funding
should be made available to facilitate the manufacturing and deployment of blender pumps. The federal
government should promote the use of flex-fuel vehicles, by creating a federal FFV fleet and increase
funding for battery technology development. In addition, advanced biorefineries, most of which are in
planning stages, often await permitting for long periods of time. The processing of these permit
applications must be expedited.

Proposal: Increase federal investments in biofuel distribution infrastructure, including financing to
expand rail capacity, pipeline construction, and strong incentives for E85 and blender pumps, the
number of which should grow as more flex-fuel vehicles are registered in a region. Provide strong
incentives to speed up commercial use of flex fuel vehicles and their use by federal entities. Expedite
permitting for advanced biorefineries.

Fund the Community Wood Energy Program.

The Community Wood Energy Program authorized under the Food, Conservation, and Security Act of
2008, provides grants to state and local governments and communities to develop wood energy plans and
to acquire and upgrade community wood energy systems in communal facilities, such as schools, town
halls, libraries. The program would use woody biomass as a primary fuel for such projects.

Proposed funding for the Community Wood Energy Program: 20 million annually, for two years.

Increase funding for and extend Clean Renewable Energy Bonds (CREBS).

The Energy Policy Act of 2005 provides electric cooperatives and public power systems with the ability
to issue Clean Renewable Energy Bonds (CREBs). The CREB is a renewable incentive for not-for-profit
utilities, comparable to the Production Tax Credit (PTC) that is available to investor-owned utilities. Not-
for-profit utilities that serve 25% of the nation can not access the PTC. CREBSs support a wide variety of
projects, including wind, biomass, geothermal, solar, municipal solid waste, small irrigation power, and





hydropower. CREB funds would support both large- and small-scale projects, and would generate jobs
both in installation of renewable energy technologies and in manufacturing of the required component
parts. The program is already over-subscribed, at $800 million in current mandatory spending.

Proposal for CREBs: extend the program through 2010 and provide additional bonding authority of
$2.5 billion.

Restructure the Production Tax Credit and Investment Tax Credit for renewable energy electricity
sources.

Currently, a PTC or an ITC is given in a form of a tax credit to be claimed against income for developers
of and investors in renewable electricity projects utilizing biomass, solar, wind, hydro, marine, landfill
gas, geothermal and other clean sources of energy. The credit is currently non-transferrable.

Furthermore, in many cases other incentives reduce the amount of the Production Tax Credit or an
Investment Tax Credit. For example, a biomass Production Tax Credit is reduced by half when a
Combined Heat and Power (CHP) Investment Tax Credit is also used for the same project. State and
government financing also reduces the PTC amount a renewable energy project can receive.

According to recent analysis by the American Wind Energy Association, the failure to restructure the
PTC and provide a rapid long-term extension could result in the loss of 89,000 jobs and $16 billion in
investment in the wind energy industry alone. Renewable energy development relies upon transactions
with major financial industry players, because renewable electricity is a capital intensive industry. The
current economic crisis has removed many major financial investors from tax equity markets,
dramatically reducing the ability of many renewable power developers to realize the intended benefits of
available tax incentives.

Thousands of megawatts of new renewable energy power capacity for 2009 could be cancelled or delayed
as a result, unless the tax credit system is restructured, and PTCs are extended over five years. In addition,
equity strapped industries may not be able to increase investments in geothermal, biomass, solar and
hydropower projects. According to the National Renewable Energy Laboratory, if the PTC were
transferable to lending institutions, or if it were applicable as prepayment on any loans, the wind, solar,
biomass, geothermal, hydro and other renewable energy industries could fully utilize the PTC and the
ITC. In a time of economic downturn, full use of the ITC and the PTC is essential for the renewable
energy sector to continue attracting investment and prevent job loss.

Proposal: Restructure the federal Production Tax Credit and Investment Tax Credit for all sources of
renewable electricity to allow for accelerated depreciation, refundable credits and transfers between
persons/entities, and enable projects to utilize other financial incentives without a reduction in the
amount of ITC and PTC that an entity can claim.

Extend the Production Tax Credit and Investment Tax Credit for five years:

Production and investment tax credits serve as primary incentives for investors to develop wind, solar,
geothermal, hydro, marine and other forms of electricity from renewable sources. Wind industry
developers, for example, are eligible for a production tax credit of 2.1cents per kilowatt hour generated in
the first 10 years of operation. Manufacturing of both wind turbines and solar panels is growing in the
United States, bringing jobs to rural areas. More than 50 new or expanded wind industry manufacturing
facilities have been announced or opened since January of 2007, creating tens of thousand of high paying
jobs while providing clean and reliable energy. However, an unstable PTC/ITC policy serves as a
disincentive to investors, particularly in this time of economic distress. The solar industry, for example,
estimates that if PTC were not extended in 2008, the solar PV sector alone would have lost $8.1 billion in
investment and a net 39,800 jobs in 2009.

Proposal: Extend the Production Tax Credit and Investment Tax Credit for renewable electricity
sources for five years.





Increase the Production Tax Credit for renewable electricity produced from biomass, hydro, green
gas and other renewable sources of energy:

Currently producers of renewable electricity from wind and geothermal sources of energy receive a
Production Tax Credit of 2.1cents per kilowatt hour. Other producers of renewable electricity receive half
this amount. Additional renewable electricity could be generated in the United States if developers who
produce renewable electricity from biomass, hydro, renewable gases and other sources of energy received
the same credit as is currently allowed for wind and geothermal electricity developers.

Proposed funding: Create a level playing field for producers of renewable electricity by increasing the
Production Tax Credit for biomass, marine, hydro, marine, green gas, waste and other renewable
energy sources of electricity to a level equivalent to that received by wind and geothermal energy
producers.

Improve tax incentives for Community Wind:

Community wind is a type of wind development that focuses on investment from local communities,
rather from an outside investor. The National Renewable Energy Laboratory (NREL) estimates that
smaller community wind projects contribute twice as many jobs and income to a local community than a
larger wind plant financed by outsider investment. An average community wind plant of 20 MW can
provide up to 41 jobs and $4 million in local income, as opposed to an outside-investment 40 MW plant’s
18 jobs and $1.3 million in income for the community. However, community wind investors’ income off
the plant is often passive. Under current regulations passive income has to be quite large to fully use the
credit. Regulations should be changed to allow for local wind investment projects to count against active
income of the local investors. Such a change will generate more interest in, and investment by
communities in local clean electricity sources.

Proposed: Allow community wind developers to count tax incentives against active income.

Fund Smart Grid and improve electricity transmission:

The Federal government should appropriate funds for the Smart Grid Investment Matching Grant
Program created under Energy Independence and Security Act of 2007. The program provides
reimbursement for 20 percent of qualifying Smart Grid Investments. Within two years, the stimulus
effect of this provision will become apparent, through significant new job creation in renewable energy
electricity sector, as more electricity sources will be able to capitalize on a better grid system. 300GW of
wind power are awaiting grid connection. In order for the wind industry to expand, 12,000 miles of new
transmission lines are needed, as well as a smart grid management system. The Department of Energy
reports that transmission is the number one barrier preventing rapid long-term expansion of wind energy
use. Without adequate transmission capacity, the nation risks losing existing jobs in wind turbine
manufacturing and installation. A more efficient, reliable transmission grid will also reduce electricity
costs to consumers in states with high peak rates.

Proposed funding for Smart Grid: $1.3 billion for smart grid investment.
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25x’25 is a diverse alliance of agricultural, forestry, environmental, conservation and other organizations and
businesses that are working collaboratively to advance the goal of securing 25 percent of the nation’s energy needs
from renewable sources by the year 2025. 25x’25 is led by a national steering committee composed of volunteer
leaders. The 25x’25 goal has been endorsed by nearly 800 partners, 30 governors, 14 state legislatures and the U.S.
Congress through The Energy Independence and Security Act, which was signed into law by President Bush on
December 19, 2007. 25x’25 is a special project of the Energy Future Coalition (EFC). The EFC is a broad-based
non-partisan public policy initiative that seeks to bring about change in U.S. energy policy to address overarching
challenges related to the production and use of energy.
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® December 9, 2008

United States Senate
Washington, D.C. 20510

Dear Senator:

The nation’s economic downturn has had a dramatic effect on the health and
vitality of the forest products industry. The protracted downturn in the housing market
and the ensuing financial crisis have resulted in lost markets for forest-based
manufactured products such as wood building materials and pulp, paper, and packaging
materials, forcing many manufacturing facilities to close. In addition, the financial crisis
has led to lack of available credit and the loss of many jobs across the industry we
represent.

AF&PA is the national trade association of the forest, pulp, paper, paperboard,
and wood products industry. The industry employs more than a million people and
ranks among the top 10 manufacturing employers in 48 states with an estimated payroll
exceeding $50 billion. Forest product mills are often the economic hub of their
communities, making the industry’s health critical to the economic vitality of countless
communities and every region of the country.

As the Congress and new Administration consider policy initiatives to help the
national economy recover, we urge you to consider the following initiatives for inclusion
in broader stimulus plans. Each of them fits with the priorities of the Congress and the
new Administration to promote sustainable business and environmental practices and
would help ensure that the economic recovery also extends to the forest-based sector
of the manufacturing economy.

» Expand Section 45 Credit for Electricity from Renewable Energy Sources to Self-
Generated Biomass Power to Operate Manufacturing Facilities
The Section 45 credit for biomass facilities should be strengthened by expanding the
credit to on-site use of electricity produced from biomass. Credit for on-site usage
would promote further expansion and use of biomass as a reliable, stable energy
source.

» Extend TREE Act Provisions
Extending the TREE Act provisions included in the Food, Conservation, and Energy
Act of 2008 (P.L. 110-234) will promote U.S. competitiveness and encourage growth
in the forest products industry. The existing provision is set to expire in May, 2009
and should be made permanent.

1111 Nineteenth Street, NW, Suite 800 = Washington, DC 20036 = 202 463-2700 Fax: 202 463-2785 = www.afandpa.org
America’s Forest & Paper People® - Improving Tomorrow’s Environment Today®
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» Pension Plan Recommendations
The drop in the value of pension plan assets combined with the credit crunch has
placed defined benefit plan sponsors in a difficult position. Congress should enact
the Worker, Retiree and Employer Recovery Act of 2008, which makes critical
changes to the Pension Protection Act of 2006 to help companies address the
current unprecedented financial crisis.

» Housing Industry Provisions
Congress should enact the following provisions that would provide immediate relief
to the ailing housing industry: enhance the Home Buyer Tax Credit to stimulate
purchases of new and existing homes, provide low-rate mortgages for future home
purchases, and extend the net operating loss (NOL) carryback from two to five
years.

» Corporate AMT Reform
Congress should enact provisions similar to those passed in the Job Creation and
Worker Assistance Act of 2002, whereby the 90 percent limitation on the utilization
of AMT NOLs would be temporarily suspended for losses generated or taken as
carry forwards for tax years ending in 2008, 2009, and 2010. This would help
alleviate the current financial burden on companies struggling from cash flow and
tight credit problems.

We urge you to include these provisions in future economic stimulus legislation that
Congress considers.

Best Regards,

Mo Lhmene—

Donna A. Harman
President and Chief Executive Officer
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DECEMBER 10, 2008

Thank you, Chairman Bingaman, Ranking Member Domenici and distinguished members of this
Committee, for the privilege of contributing to your discussion concerning clean energy investment
and economic stimulus programs.

As a macro-level energy analyst for an investment bank, I interpret domestic and global economic and
policy trends for institutional investors, including crude oil prices, alternative energy economics,
climate mitigation costs and the energy policy decisions taken by governments. My testimony reflects
lessons learned in this capacity as well as observations I have drawn from ongoing discussions with
industry contacts and financial investors. The views I will present today, however, are my own, and do
not necessarily represent those of my employer.

A GREEN RESPONSE TO A NATION IN THE RED

Dramatic job losses, collapsing commodity prices and a slowdown in the pace of clean energy
investment are symptoms of an economic crisis that is neither typical nor trivial. This is the time for a
well-considered policy response. Measures that restore economic vitality at the same time that they
diminish energy-related environmental impacts could satisfy immediate cash flow needs while setting
the stage for long-term strategic gains. After all, this nation’s tremendous natural resource wealth and
historically abundant and low-cost energy sources have been essential components of past economic
expansions. Investment in energy production capacity and energy efficiency gains will support
recovery and ongoing growth.

However, the solution cannot start and end with government alone. Fiscal, monetary and labor policy
actions may provide short-term relief, but complete economic recovery will require private investors to
commit capital on a long-term basis to new, innovative and productive uses. These clean energy
investments must ultimately prove economically viable relative to competing sources. Technologies
that cannot survive on a long-term basis without ongoing government support can lead to inefficient
energy use and investment decisions, potentially saddling governments with high, rising and inflexible
cost burdens and diminishing international competitiveness.

The summary figures presented on the next several pages frame these opportunities and challenges.





ECcONOMIC GROWTH, ENERGY DEMAND AND ENVIRONMENTAL IMPACT

Figure 1 presents annualized changes in nonfarm payrolls since February 1939. 2008 is on pace to be the
third-worst year from a job-loss perspective during this 70-year period. Only the 1982 recession and
structural changes to the U.S. economy in 1945 at the end of World War II exceeded this year’s likely
declines in employment rolls. This is the most poignant, human element of the current economic crisis.

Figure 1 - Annualized Change in Nonfarm Payrolls, February 1939 — November 2008
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Source: FBR Research using BLS data

Figure 2 presents the annual change in U.S. electric power demand between 1950 and 2007. The U.S.
economy today produces goods and services that differ markedly from economic output a half-century
ago. In this context, it is striking that only three years within the survey period show significant
(approximately 0.5% or more) annual decreases in electric power demand. This is a very flattering
statistic: inexpensive, reliable and readily-available electricity enables widespread diffusion of labor-
saving and productivity-enhancing technologies. By the same token, early data suggest that 2008 will
probably bring the fourth significant contraction of electric power demand on record; in the absence of
observed efficiency improvements, the implications for quality of life are nothing to celebrate.





Figure 2 — Annual Change in U.S. Electric Power Demand, 1950 - 2007
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Source: FBR Research using EIA data

Figure 3 presents the annual change in U.S. petroleum demand between 1950 and 2007. During the first
two decades of the data set, demand increased each year with only one exception. During the decades
following the 1973 Arab oil embargo, petroleum demand oscillated between annual increases and
decreases. In my view, this illustrates how a combination of government-imposed efficiency standards
and an economic “reality check” can change the nature of energy consumption. Although U.S. energy
use patterns shifted markedly in the wake of the 1979 Iranian Revolution, I would suggest that the
demand trough in 1981 reflects more than power generators switching away from oil-fired boilers or
consumers adaptively responding to sustained high prices. A component of the demand retracement
throughout the early 1980s resulted from U.S. drivers’ rapid shifts out of old, large, low-efficiency cars
and into new, small, higher-efficiency vehicles. Adaptive responses come and go, but changes in capital
stock can enduringly shape energy use behaviors.





Figure 3 — Annual Change in U.S. Petroleum Demand, 1950 - 2007
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There is a strong positive correlation between economic security, energy security and environmental
security. Generally speaking, energy demand increases with economic activity because growing
economies require more fuels of all kinds, and virtually all industrial activities have environmental
consequences. Prosperous economies use more energy, but they can also afford to invest in high-
efficiency capital stock. As a result, they tend to use energy more cleanly and efficiently on a marginal
basis than less-developed nations. The opposite is also true. Slower economic growth, or economic
contraction, demands less energy, but lower economic output during lean years leaves less money for
higher-efficiency infrastructure. As a result, the poorest nations resort to the lowest-cost sources of
electric power and transportation fuels. Put another way, efficient growth is cleaner and more valuable
than inefficient growth, but it also tends to be more expensive.

Figure 4 contrasts the absolute and proportional levels of greenhouse gas (GHG) emissions from key
sectors of the U.S. economy in 2006, the most recent year for which robust data are available, with 1990,
the baseline year established by the Kyoto Protocol. Although energy intensity and emissions intensity
of U.S. GDP declined between 1990 and 2006, and GHG emissions from industrial, agricultural,
commercial and residential sources decreased on an absolute and proportional basis, emissions from
electric power and transportation increased. In short, throughout the greatest period of wealth creation
in U.S. history, Americans consumed more, drove more and manufactured less. It may be challenging
for the nation to consume less, drive less and manufacture more during a severe downturn.





Figure 4 - U.S. GHG Emissions, by Sector, 1990 — 2006, Proportional and Absolute Levels

Sector/Source 1990 1995 2000 2005 2006
Electricity Generation 1,859.1 1,989.7 2,328.9 2,430.0 2,377.8
Transportation 1,544.1 1,685.8 19175 1,987.2 1,969.5
Industry 1,460.3 1,478.0 1,432.9 1,354.3 13715
Agriculture 506.8 524.1 528.0 521.3 533.6
Commercial 396.9 404.5 390.3 400.4 394.6
Residential 346.9 370.9 387.7 376.0 344.8

Total Emissions 6,148.3 6,494.0 7,032.6 7,129.9 7,054.2
Sinks -137.7 -775.3 -673.6 -878.6 -883.7
Net Emissions (Sources and Sinks) 5,410.6 5,718.7 6,359.0 6,251.3 6,170.5
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Source: FBR Research using EPA data
UN-STICKING CLEAN ENERGY INVESTMENT

Three primary forces appear to be depressing clean energy investment today, all of them a function of
the economic downturn. First and most obviously, low commodity prices tend to widen the spread
between low-cost conventional sources and higher-cost alternatives, rendering many newer
technologies uneconomic (or more uneconomic) on a relative basis. Second, limited access to, and
higher costs of, credit can make it difficult for project sponsors to source funding for new initiatives.
Third, unlike nations that provide explicit surplus payments to encourage clean energy investment, the
U.S. structures its investment incentives as tax credits that can have little or no value to project
sponsors who do not need to shield taxable income.

Low fossil energy prices. The “problem” of low fossil energy prices is likely to disappear with
renewed economic growth. Fundamental scarcity has not gone away, and likely underinvestment in
energy infrastructure due to today’s economic challenges increases the odds that tomorrow’s price
spikes will be steeper, swifter and more devastating than this year’s peaks. Nor, by any objective
measure, is new energy infrastructure cheap in any case. Although short-run price weakness may
dampen recent land, labor and materials price inflation, the next barrel of oil and the next megawatt-





hour of power will still cost substantially more than the installed capacity, if only because incumbent
producers have already paid for the existing infrastructure.

Limited access to credit. The second problem may persist even after recovery begins. Credit challenges
are unlikely to abate once seized-up credit markets resume operation because lending is not likely to
resume until lenders can command higher interest rates. Higher interest rates mean higher marginal
costs for clean energy producers. Even before the downturn, commercial lenders and debt underwriters
were unlikely to offer project sponsors low-cost debt without explicit guarantees from the federal
government. If coming reforms include tighter scrutiny of borrowers’ creditworthiness and greater
regulatory capital requirements for lenders, debt costs for risky projects could be higher and approvals
could be fewer and further between. It's easy to see why: with “overnight” capital costs of between
$4,500 and $7,000 per kilowatt for some renewable sources and nuclear power technologies, a single
1,000 megawatt installation would cost between $4.5 and $7 billion — more than the market value of the
common equity, and a significant portion of the enterprise value, of many investor-owned utilities.

For this reason, loan guarantees under Title XVII of the Energy Policy Act of 2005 provide a powerful
mechanism for improving the financial return profile of clean energy projects at little or no cost to
taxpayers, provided, of course, that commercial lenders and federal government guarantors sufficiently
vet candidate projects for financial viability. It may be possible to improve upon the Title XVII
program, which must be funded through Congressional appropriations, with legislative proposals for a
perpetually-funded “Clean Energy Bank of the United States” chartered to provide project sponsors
with low-cost debt. By itself, low-cost debt may not be sufficient to provoke clean energy infrastructure
investment during periods of tangible energy demand contraction, but few projects are likely without
it. Moreover, cheap credit improves the relative cost profile of clean energy, improving odds that a
risky project will succeed.

Diminished appetite for “tax equity”. Giving companies tax credits for clean energy investment
provides development incentives at minimum explicit cost to the federal government while
simultaneously encouraging investment in profitable, and therefore taxable, enterprises. But not every
investor who might sponsor projects needs to offset taxable income (especially not this year). This has
led to complex financing structures that shift project ownership to third-party financial investors until
the tax credits are exhausted, at which point ownership reverts back to the project’s sponsor, developer
or a designated third party. Fewer taxable profits within the U.S. economy mean fewer dollars
theoretically available for clean energy investment in this fashion.

Legislative changes that make tax credits tradable (discrete, transferable units of value that project
sponsors can sell on a per-unit basis to taxable entities, rather than transferring producing assets as a
whole) or refundable (credits that become explicit payment streams for recipients without tax liabilities)
might awaken some investor enthusiasm for clean energy, but only if low-cost financing is available.
Long-term, declining surplus payments for clean energy that offer a premium to market prices on a
per-unit basis (like European “feed-in-tariffs” for electric power) have successfully encouraged
investment in high-cost, clean energy technologies by project sponsors eager to capture a guaranteed
rate of return in excess of capital costs. However, this approach has two drawbacks. First, unless
governments limit the amount they are willing to spend, a “free money plan” tends to have many
takers, and costs add up fast. Second, surplus payments do nothing to encourage developers and





providers of clean energy technologies to aggressively compete for price parity with conventional
sources and this can potentially preserve entrenched disadvantages, particularly in the event that
governments facing financial strictures withdraw all or part of these surplus payment streams.

RECOMMENDATIONS

There are many ways to address energy infrastructure needs with programs explicitly directed at
alleviating economic malaise. Stimulus spending can offer a band-aid by giving cash-strapped
consumers and local governments necessary working capital. To extend the metaphor, policies that
promote efficiency gains offer strong medicine for an intermediate-term cure, but the inevitable growth
of energy demand above and beyond conservation-induced or recession-diminished levels means that
this medicine can eventually lose its efficacy. Last, incentives to build economically viable new
infrastructure are tantamount to transplant surgery, but surgeries can be last-resort, high-cost, high-
risk interventions.

President-elect Barack Obama has called for a new works program to transform U.S. industrial and
energy infrastructure. At minimum, a “green jobs” campaign may be a necessarily hopeful vision that
inspires small and large businesses to renew their investments in the faltering economy. At best, a
workforce of government-sponsored green jobs could implement a strategic roadmap to 21t century
municipal infrastructure, including high-performance schools and low-loss, “smart” electrical
transmission infrastructure capable of interconnecting with, and balancing, a growing number of
renewable, intermittent power sources. But transformations can also have long lead times and many
potential pitfalls. As a result, it may be prudent to consider opportunities for incremental gains,
particularly if these incremental changes can get dollars into the U.S. economy on a short-term basis.

Figure 5 compares theoretical ten-year discounted returns on plug-in hybrid electric vehicles (PHEV,
via retrofit) with first-generation (unmodified) hybrids and typical, light-duty passenger vehicles
(LDV) at two different long-term oil prices. At $115/bbl, the first-generation hybrid has a 4% rate of
return relative to the LDV and the PHEV barely breaks even, and this assumes the driver never exceeds
the 35-mile useful range of the on-board battery. At $80/bbl, the conventional hybrid does 2% worse
than the conventional LDV - close enough to break even in another year’s time — while the PHEV does
5% worse. In theory, a new car purchaser should be willing to buy a hybrid (the incremental change)
with a government subsidy of as little as $400, but it would take as much as $3,000 to encourage the
same buyer to consider a PHEV via retrofit (the transformational change). Notably, neither theoretical
scenario counts the costs associated with generation, transmission and distribution capacity to support
PHEVs. The outcome of this analysis would be different if ready-made PHEVs existed today at price
points at, or below, the prices of first-generation hybrids and conventional LDVs but, today, dollars
spent on incrementalism may go seven times further than dollars devoted to transformation.

In a similar fashion, it may be possible to encourage “hybrid” investments that pair new coal-fired
generating capacity with wind or solar installations in order to incrementally improve GHG emissions
on a combined, per-megawatt-hour basis while minimizing increases in blended average capital costs.
This pairing could also potentially take advantage of the complementary relationship between coal-
fired base-load generation and the use of alternative power to satisfy peak demand.





Figure 5 — Visionary vs. Incremental Changes

Low Price Case High Price Case

10-Year Average Nominal Qil Price ($/bbl) $80.00 $115.00
10-Year Average Nominal Cost of Transportation to Refinery ($/bbl) $4.00 $4.00
10-Year Average Refiner's Margin 7.5% 7.5%
Implied Gasoline Price ($/gal) $2.56 $3.45
10-Year Average Power Price ($/kWh) $0.125 $0.125
Hours to Charge Plug-In 6 6
Fuel Economy, Conventional LDV (mpg) 275 275
Fuel Economy, Hybrid LDV (mpg) 45 45
Fuel Economy Benefit, Plug-In Retrofit Kit (miles per chg) 35 35
Purchase Price, Conventional LDV $18,000 $18,000
Purchase Price, Hybrid LDV $22,000 $22,000
Cost of Installed Plug-In Retrofit Kit $7,500 $7,500
VMT (miles/year) 13,500 13,500
Business-As-Usual Gasoline consumption (gal/d) 1.34 1.34
Business-As-Usual Gasoline consumption (gal/Y) 490.91 490.91
Gallon savings of Plug-In - Within Battery Range (gal/d) 1.27 1.27
Annual Cost of Gasoline, Conventional LDV $1,256 $1,696
Annual Savings from Hybrid LDV $488 $659
Annual Savings from Plug-In Hybrid LDV $698 $986
Annual Savings from Plug-In Hybrid LDV - Driving Never Exceeds Daily Avg $1,165 $1,573
Cost of Capital 6% 6%
IRR NPV IRR NPV
Benefits of Hybrid vs. Conventional Car, net of Tax Benefits 2% ($406) 4% $853
Benefits of Plug-In Hybrid vs. Conventional Car -13% ($6,366) -8% ($4,242)
Benefits of Plug-In Hybrid vs. Conventional Car (Never Exceeds Daily Avg) -5% ($2,925) 0% $78

Source: FBR Research

Last, there are ample opportunities for incremental (and enduring) efficiency gains within homes and
commercial buildings that can be obtained through relatively low-cost, low-technology envelope
improvements, furnace upgrades and electric appliance or lighting retrofits. This work is, in the words
of the President-elect, “shovel-ready” in that it can begin almost immediately, even as broader strategic
plans are developed to address longer-dated infrastructure strategies.

Mr. Chairman, this concludes my prepared testimony. I will look forward to any questions at the
appropriate time.
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The Honorable Pete Domenici, Ranking Member
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Re: Testimony for the Senate Energy and Natural Resources Committee:
Investments in Clean Energy Projects to Create Jobs and Stimulate the Economy

Dear Chairman Bingaman, Ranking Member Domenici, Distinguished Members of this Committee:

Thank you for convening the December 10 hearing to address the inclusion of clean energy projects in
upcoming economic recovery legislation. Our growing coalition represents more than 375 local elected
officials in 39 states who are taking action in their communities to reduce energy use and greenhouse
gas emissions. We are pleased to submit this statement for the record.

We commend you for holding this important hearing and we strongly encourage you to make
investment in energy efficiency, clean energy, and green jobs a cornerstone of your strategy as the
Congress begins to craft economic recovery legislation. Our coalition of local governments looks
forward to playing our part in the “Green Economic Recovery” by working in partnership with the
federal government to put people back to work through local building efficiency retrofit programs,
installation of community-scale renewable energy projects, investments in local mass transit equipment
and infrastructure, and local economic development strategies that reduce vehicle miles traveled.

Our message to you today is simple.

1. Cities and counties across America have thousands of ready-to-go projects that will help
achieve three critical national objectives — create new jobs, decrease our dependence on foreign
oil, and reduce the greenhouse gas emissions that cause climate change.

2. Local governments are uniquely suited to implement job creating programs and projects that
will reduce energy consumption in commercial and residential buildings and in the
transportation sector by improving transit and reducing vehicle miles traveled.

3. The federal government should invest $10 billion in the Energy Efficiency and Conservation
Block Grant program and $18 billion to upgrade transit infrastructure and transit equipment as
an efficient and effective way to create jobs and empower local climate action.





THOUSANDS OF READY-TO-GO LOCAL CLEAN ENERGY PROJECTS

As you know, about two million jobs have been lost in the United States in 2008 and more losses are
forecast. Creating local green jobs that will last for years to come and cannot be outsourced will
contribute significantly to the country’s economic recovery. Across the nation, local governments have
thousands of local government ready-to-go clean energy projects that could be implemented with
federal economic recovery assistance. This week the U.S. Conference of Mayors released a nationwide
survey of local governments, citing approximately 1,600 ready-to-go clean energy and transit projects
that could create about 120,000 new jobs — in just 427 cities that participated in the survey. (See
http://www.usmayors.org/mainstreetstimulus/)

We have attached a list of dozens of local ready-to-go clean energy projects from some of our
coalition. We want to emphasize that not only will these projects create new jobs and spur economic
revitalization; additionally, these local projects will help set our nation on a course for energy
independence and reduce greenhouse gas emissions. Examples include the following:

e With economic recovery assistance, Montgomery County, MD would establish a Home Retrofit
Revolving Fund to provide energy audits and low interest loans for residential energy retrofits.
This program would reduce consumer energy costs, increase home values, and produce significant
new green jobs in the construction and building trades. In Montgomery County, a $35 million
annual investment would result in $47 million in energy savings benefits to consumers. In addition,
a 30 percent participation rate has the potential to reduce nearly 200,000 tons of CO, emissions
annually.

e With economic recovery assistance, the City of El Paso, TX would provide energy retrofits at 53
facilities and at more than 600 intersections. The retrofit project would create jobs, save more than
10,000 kilowatts per year, save an estimated $1.743 million annually in energy costs, and reduce
annual emissions by 11,300 tons. It will cost an estimated $15 million. The energy retrofits include
heating and cooling system replacements, installation of energy efficient lighting systems, and
other projects.

e With federal assistance, the City of Gainesville, FL would launch a new Low income Energy
Efficiency Program (LEEP) that will assist 336 low income customers in upgrading their homes
with energy efficiency measures to reduce energy use, improve comfort, and save money. The
proposed project will save 537,936 kWh per year and will eliminate 457 metric tons of CO;
annually. Job creation will include three full time employees and increased demand for hundreds of
contractors, i.e., HVAC installers, insulators, electricians, plumbers and general contractors. The
project will cost $1 million annually.

e With federal assistance Westchester County, NY would install photovoltaic systems in four
county office facilities and use the renewable energy generated to run each complex. The proposed
project would cost $3.5 million, save 989,000 kwhr per year and $150,000 annually in energy
costs, cut greenhouse gas emissions by 415 tons per year, and create 20 new construction jobs.

e With federal assistance, Loudoun County, VA would build the Brambleton Geothermal Fire
Station. The new facility will incorporate the latest renewable energy design features such as a
30,000 gallon cistern on site to store rainwater, geothermal wells, ground source heat pumps, and
many others at a cost of $7.2 million. It will save 1,179,806 gallons of water per year from
rainwater collection, 86,400 gallons of water per year from water efficient fixtures, and will reduce





energy consumption by 30 percent annually. The project will employ 20 full time employees when
completed and require multiple construction personnel during construction.

e With federal recovery assistance, the City of Spokane, WA would implement SmartRoutes, an
$11 million transportation plan to make road and trail improvements to facilitate bike and
pedestrian travel. When completed, the project will reduce vehicle miles traveled by 91 million
miles annually, reduce CO, emissions by 58,000 tons a year, and create hundreds of new jobs.

LocAL GOVERNMENTS ARE WELL-SUITED TO IMPLEMENT CLEAN ENERGY PROJECTS

Local governments are at the forefront of the movement to promote clean energy and address climate
change in the United States. For years, local governments have served as laboratories for innovation,
developing new approaches to reduce energy use and greenhouse gas emissions, including the
conversion of municipal fleets to hybrid vehicles, the design and construction of energy-efficient
buildings, the installation of renewable energy, and the development of communities that reduce
vehicle miles traveled.

Local governments are especially well-suited to improve building efficiency and reduce energy used in
the transportation sector. In addition, local governments are well-positioned to implement community-
scale renewable energy projects that create jobs and reduce carbon emissions.

REDUCING ENERGY CONSUMED IN BUILDINGS

According to the U.S. Energy Information Administration, commercial and residential buildings
account for well over 40 percent of the energy consumed in the United States. Experts estimate that
three-fourths of America’s residential and commercial buildings will be replaced or renovated by 2038.
EPA estimates that well-designed building codes implemented and enforced in conjunction with
appliance standards can lock in cost-effective energy savings of 30 to 40 percent at the time of building
construction compared to standard practices.

Local governments are best suited to improve and enforce building codes and create other programs to
reduce energy use in commercial buildings and homes. Following are examples of local innovative
energy-smart building approaches that could be supported and replicated with national leadership and
resources.

e Nassau County, NY launched its “Green Levittown” initiative, a public-private partnership to help
the 17,000 households of America’s first suburb conduct home energy audits, replace old boilers,
and make other home energy savings improvements. The project goal is to reduce carbon
emissions by 10 percent. Thousands of households are participating and the changes being made
are resulting in a significant reduction in greenhouse gas emissions.

e Santa Barbara, CA passed an ordinance in 2007 to become the nation’s first city to reduce the
fossil fuel standard for all new buildings in order to accomplish carbon neutrality by 2030 by
enacting building regulations exceeding state standards for energy use among other measures.

e Montgomery County, MD recently passed legislation that promotes energy efficiency in new
buildings. The bill requires most new commercial, multi-family residential and single family
residential buildings to meet certain Energy Star standards, and requires a building owner to pay an





Environmental Sustainability Fee if the building does not comply with the energy efficiency and
environmental design standards. The legislation also requires the Director of the County
Department of Public Works and Transportation to develop an energy baseline, energy unit savings
plan, and energy cost savings plan for each County building.

REDUCING ENERGY CONSUMPTION FROM TRANSPORTATION

The U.S. transportation sector accounts for a third of all energy use and within this share, 60 percent
comes from personal vehicle use. While cleaner vehicles and fuels standards are important, increases
in vehicle fuel efficiency have not been and are not predicted to be sufficient to keep pace with
increases in driving associated with more sprawling development patterns and lack of adequate public
transit. Numerous studies show that given the option to live in a less automobile dependent location,
people will indeed drive less. According to the recent book Growing Cooler: The Evidence on Urban
Development and Climate Change, residents of more compact neighborhoods drive 20-40 percent less
on average.

Reducing vehicle miles traveled (VMT) and increasing transit use are important ways to significantly
reduce energy use and emissions from the transportation sector. Since local governments are
responsible for land use and transportation planning, local leadership is essential to address this
problem. In addition, local governments are playing an important role in purchasing low-emission
vehicles and using alternative fuels. Examples of effective local transportation programs include the
following:

e Sacramento County, CA and the Sacramento Area Council of Governments, CA have
established a blueprint for the metropolitan region that links transportation investments to a vision
of sustainable future growth and development served by public transit, walkability measures, and
other approaches to reduce VMT in the region by 27 percent by 2050.

e Envision Utah is a collaboration of several public-private stakeholders in the Salt Lake City/
Greater Wasatch Area focused on protecting the environment and maintaining economic vitality
and quality of life as they accommodate anticipated growth in the region. The collaboration focuses
on several key strategies to reduce emissions, addressing VMT though creating more walkable
communities; preserving critical lands and park space; developing a region-wide transit system;
and fostering transit-oriented development.

e The City of Stamford, CT is undertaking a 20-year initiative to improve regional transportation
and promote smart growth and economic development through multi-modal transportation
investments and transit-oriented development. The initiative encompasses everything from
expanding the hub of their transportation infrastructure (the Stamford Transportation Center),
building a new multimodal center, and connecting these transportation centers to the new Stamford
Urban Transitway, to construction of an urban light rail loop to connect key urban locations
through public transit.

e |In 2007, King County, WA committed to purchase 500 new hybrid buses manufactured by New
Flyer and General Motors over a five year period. The buses will be added to a fleet that already
has over 200 hybrid buses in service. Hybrid buses use considerably less fuel and reduce some
exhaust emissions by up to 90 percent. There are currently over 2,000 hybrid buses in use
nationwide.





Since 2001, the City of Keene, NH has powered their municipal fleet of 68 vehicles and other city
owned equipment with B-20 biodiesel. City operators have stated that the headaches they would
get from operating equipment with 100 percent diesel have gone away while operating equipment
with B-20.

LoCAL INITIATIVES TO INCREASE THE USE OF RENEWABLE ENERGY

Large, utility-scale renewable projects like wind farms and solar plants are critical to America’s energy
future, but community-scale renewables are vital as well. Solar photovoltaic panels on elementary
schools, biomass generation at local landfills and sewer plants, wind turbines powering targeted
neighborhoods, town halls heated and cooled with non-polluting geothermal energy and other projects
help localities become self-reliant and better able to manage the risks of increasing energy costs,
blackouts, and other challenges.

The following local government renewable energy projects demonstrate the kinds of innovation that
could be spurred across the nation with federal assistance.

Wyandotte Municipal Utilities, Ml is installing the first-in-the-nation utility-scale wind power
project on an urban brownfield. Wyandotte is also considering renewable energy projects including
woody biomass generation, river hydrokinetic power systems, combined photovoltaic-concentrated
solar technologies, hybrid public utility fleets, and green roofs infrastructure to reduce emissions in
a community that has historically relied on petrochemical manufacturing and coal-fired power to
fuel the local economy.

The Department of Energy and the U.S. Environmental Protection Agency are now working with
the City of Stamford, CT on an innovative wastewater-to-energy project that will convert dried
sewage sludge into clean, renewable energy. This first-ever application of biomass gasification
technology is free of air and carbon emissions and will use a renewable resource available in nearly
every locality. If deployed nationally, this waste-to-energy technology could produce 100 times the
electric energy needed to serve U.S. domestic demand, and could reduce 1.1 billion metric tons of
greenhouse gases by 2030.

In 1999, Story County, 1A constructed lowa’s first county-owned building to use a geothermal
heating and cooling system. The geothermal system reduces energy consumption by 40 percent,
costs less to maintain, and cuts air-borne pollutants. The County is currently converting other
buildings to geothermal energy.

Sacramento County, CA plans to install 16 megawatts (MW) of solar community-wide each year
for the next nine years so that two percent of the community’s energy would come from solar by
2017. This residential incentive program would supplement existing federal tax credits and utility
incentives in order to help transform the solar market and assist Sacramento County in achieving
its goal. The project would save 80 million KWh and $8 million per year. GHG emissions would
be cut by 25,000 metric tons per year. Meeting the state goal of adding 16 MW per year of solar in
Sacramento County would create 600 direct permanent jobs and three to four times as many
indirect jobs per the U.S. Department of Energy.





We are attaching two documents that we request be included in the hearing record:

1. Empowering Local Government Climate Action: Blueprint for President Obama and 111"
Congress and the list of 375 plus local elected officials who have endorsed the blueprint thus
far.

2. Alist of local Green Recovery projects that could be implemented with federal assistance

Again, we urge the federal government to invest $10 billion in the Energy Efficiency and Conservation
Block Grant Program and $18 billion in transit infrastructure and equipment as part of national
economic recovery legislation. These critical investments will enable local governments across
America to do what they do best — implement pragmatic community-based solutions that will reduce
create jobs, revitalize the economy and preserve our planet.

Thank you very much for your consideration.

Sincerely,

fd g Lltet b (i

Ken Brown, Executive Director Michelle Wyman, Executive Director
Climate Communities ICLEI USA

CLIMATE COMMUNITIES is a national coalition of local governments seeking national support to
empower local climate action (www.climatecommunities.us). 202-261-6011

ICLEI USA is a membership association of more than 500 cities, towns and counties in the U.S. that
provides expertise, technical support, and innovative tools to help local governments advance their
emissions reductions and sustainability goals (www.icleiusa.org). 510-844-0699







\ONAL p
R
9 ¢

Sg‘\’l’. S %

)
ATION ASSOSA -

National Parks Conservation Association”

Protecting Our Natwial Parks for Future Cenerations®

H

Testimony of Denis Galvin, Trustee
RE: Economic Recovery: Impact of Targeted Investments in the National Parks

Before the Committee onr Energy and Natural Resources
- U.’S.'Sena_te

December 10,2008° - - o

* Good morning, Chairman Bingaman, Ranking Member Domenici, and Members of the Commitee.
I'am Denis Galvin, Trustee of the National Parks Conservation Association.- Prior to joining the Board of
Trustees, [ served as Acting Director and Deputy Director of the National Park Service and served a full and
_satisfying caréer managing the nation’s parks within that agency. Thank you for inviting me to testify at
" today’s-hearing on the important issue ‘of economic recovery.: it e T
. Since 1919, the National Parks Conservation Association-(NPCA) has been the leading voice of the
American people on behalf of our national parks. Our mission is to protect and enhance America’s National

.~ Park System for current and future generations.. On behalf of our more than 340,000 members, we ask that

you and your congtessional colleagues seize this tremendous opportunity to foster economic recovery for our
nation, in part, through investments in jobs that réstore, renew and protect our national parks. The National
Park Service has approximately $1 billion of projects.that clearly are “réady to go”, and are focused on
restoring historic structures, repairi;ng:nat_iongl park _iﬁfra‘s_gucgure_,. greening park facilities, and fixing trails.
We estimate these projects would produce upwards of 22,000 jobs. There are also significant opportunities to
provide jobs through science and service-related projects in an economic recovery plan. Through this
stimulus effort, we have the opportunity to make employment-producing investments now in things that we -
must ultimately pay for anyway, in a way that protects our national treasures,

M. Chairman, our national parks are home to some of the nation’s most iconic and sacred
landscapes, monuments, and historic sites. They are among the most recognizable places in the world. The
parks provide a mirror of the soul of America, and are the physical embodiment of thé collective experience
and spirit we value as Americans. The national parks provide a unique opportunity to help the nation toward
economic recovery and stability. With 391 units in 49 states and 4 territories, national parks employ 20,000
workers in some of the most remote and economically hard-hit areas of the nation. In the areas directly
adjacent to the parks and communities many miles distant, parks are the focus of tourism spending. With
275 million visitors in 2007, local economies benefited from nearly $12 billion in visitor investment in
recreation, lodging and general consumer spending. Furthermore, economic studies have demonstrated that
for every federal dollar, the parks generate $4 of benefit to local and regional economies. There are few other
areas of the American economy that reach as far and generate benefits as deeply into communities in jobs and
revenue as the national parks.

Historically, the national parks have demonstrated themselves as areas that create rippling economic
benefits and add to the stability of the nation in times of economic crisis. This year marks the 75"
anniversary of the Civilian Conservation Corps (CCC). Created by President Franklin Roosevelt through the
Works Progress Administration, the CCC set an anchor to add stability to the American economy as the
nation was buffeted during the Great Depression. The Roosevelt Administration invested $3 billion over the
lifetime of the program ($47.5 billion in current dollars) to put 3 million men to work on projects in the
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.. throughout local economies. Parks have long been observed.for their potential as showcases for

national parks and elsewhere building bridges, trails and structures that stand today and in many areas define

the look and feel of the national parks.

Seventy five years later, an equally significant opportunity presents itself: the National Park Service
had nearly $1 billion in road and related infrastructure projects ready to go within the year, many of which
could start within a matter of weeks or months. Investment in this area will immediately purt to work
hundreds of architects, landscape architects, design engineers and other contractors necessary to prepare the
ground for construction projects. Virtually all of this work likely would be performed by small businesses on
contract to NPS, distributed in communities large and small across the country. An infusion of this kind
would provide support to highly skilled workers and the communities where they live and work very quickly.

* But the opportunity provided for and by the national parks is broader than road and related R
construction projects. Dozens of natural and cultural resource protection projects are similarly prepared and-
ready for productive work as soon as‘an investment is' made - prajects that have been.carefully thought out as
~ a part of the Natural Resouirce Challenge planring process and its cultural resource counterpart. Similarly, -
the parks have long provided an opportunity for meaningful investment in science. As with the planning and * - -
design work performed by architecture and engineering coritractors for construction projects, resource and
science projects are suppotted by a broad network of universities across the nation, the Cooperative Ecosystem
Study Units, or CESUs. Investments here inject funding unto university contractors that in-turn support
surrounding communities.

-+ Two additional areas provide targeted opportunity for investments that will create ripple effects
environmental (green) design. As the nation becomes more serious about climare change, the parks provide a
ptime opportunity to display design techniques, test-bed projects and carbon-saving green practices that will
educate many of the 275 million visitors per year. The economic recovery plan that Congress and the new
administration produce would provide an opportunity to push.toward a goal of making national park facilities
carbon neutral by the 2016 centennial through retrofits-to existing facilities, Finally, just as President‘
Roosevelt launched the CCC to put men to work for the lasting benefit of the parks, a significant investment
in national service in our national parks, including an investment in additional resources through the

- Corporation on National and Community Service to create a- National Parks Service Corps, will engage
young (and older) workers in gainful, productive employment renewing our national treasures at a time when
they are likely to have difficulty finding jobs. Like the contributions of the CCC, they can produce the next
generation of renewal in our national parks and produce lasting, modern-day contributions, following the
precedent set in the 1930’s through the CCC . These jobs and their associated training and education
benefits can provide enormous opportunities to a diverse array of inner-city and rural youth, target those at
risk of dropping out, and restore our national parks at the same time.

Below, I have broken down the areas that we see would benefit most from targeted investments
through an Economic Recovery plan as it is developed by Congress. The project areas will not only set the
parks on a better footing as they approach their 2™ Century, they will delivery much needed support into the
gateway and regional economies, many of which are carrying the brunt of impact from the current economic
downturn.

Natural Resource Opportunities

When designed in 1999, the Natural Resource Challenge was estimated to require $200 million per year in
increased funding to fully accomplish its goals. Due to budget restrictions in the Department of the Interior,
the funding goal was cut back by one half, to $100 million, of which the National Park Service was able to
realize approximately $78 million in its highest year. Projects that were side-lined or truncated as due to
funding concerns include the following:

*  Exotic Plant Management Teams -- funded at about $5 million currently, this program can easily be
resized as a $20 million program, with funding delivered to partners outside of park boundaries to
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affect cross-boundary eradications/control efforts. This program would result in hiring locals, youth,
etc. with positive economic impacts.
*  Exotic Animal Management — a natural and highly necessary companion to exotic plant management
efforts, this effort is well designed but unfunded and critical for the control of non-native pigs, rats,
snakes, mongoose, etc. that cause significant damage to the parks.
Forest Health -- eastern deciduous forests are under attack from a host of woolly adelgids, ash borers,
sudden oak death, Asian long horn beetle and other invasive exotics. NPS is positioned to become a:
leader in exotic control, forest restoration (and chestnut restoration), etc. Western forests are
similarly under attack. Ready programs would easily support an investment of $20 million to 30 -
million with a significant, localized econamic and employment benefits.
*  Species restoration -- NPS has a broad variety of key species missing in parks that it can restore to
improve the health of federal lands and the national park experiences. This effort would support an
investment of $10 million per year easily.
Oceans — Vast areas under the care and management of NPS are virtually unknown, unmapped and
uninventoried. Precious ocean resoutces are also underrepresented in the National Park System..
Overﬁshmg and i inappropriate use that damages the resource base are significant problems that
require strong action. Programs to zone fishing and monitor the recovery of highly impacted ocean
national parks are already conceptualized. Funding these efforts at a level of $20 million to $30
million per year would enable recovery and sustainable fishing that is in everyone’s interest.

* Migratory species — fundlng in migratory research, would spur a rebirth of ecosystem thinking,
shaping invasive control priorities, forestry priorities, grazing and mining in a cohesive strategic
~fashion -- for long term genetic viability, movement, and replenishment of isolated populations of -
native plants and animals. Funding of research through CESUs and other cooperative grants would
“deliver significant improvement, at a programmatic cost of approx1mately $15 million per year.

] Mmganon of Borderlands impacts -- restoration of illegal immigration impacts in border protected

“areas in support for CONAMP's effort to build roadless protected areas on the Mexican side of
_border. Programmiatic cost is estimated at $5 million per year.

. .. anernatlonal Program leadership — for some years NPS has been hobbled in its ability to teach

- .resource preservation abroad and learn emerging.and new techniques tested elsewhere in the world.
_NPS should be repositioned to provide international environmental leadership and to open itself to
learning the lessons of others. We have much to offer in programs that are already designed (e.g.,
international short course, international training in general, outreach expertise, exchanges) but where
the reach is severely truncated due to funding. Programmatic cost for correction is approximately $7
million per year.

Cultural Resource Opportunities

Less well known than the maintenance backlog, the Park Service is similarly burdened by an equally
imposing museum collections backlog comprised of an estimated 56 million uncataloged items. These pieces,
roughly 45 percent of the total NPS collection, lack the basic documentation and accountability means and
measures to ensure their continued safe preservation, much less their retrieval.

Possibly incorporated as a part of the National Park Service Corps described below, the parks could
well utilize a significant number of well-trained, highly-skilled professionals, whose sole mission would be to
assist with the reduction or elimination of the current museum collections backlog. A report by the National
Academy of Public Administrators (NAPA) entitled “Saving Our History: A Review of National Park
Cultural Resource Programs,” cited Yellowstone National Park as a poster child for the daunting scope of the
museum collections backlog. Although recognized by the National Archives and Records Administration as
an “affiliated archives,” the park reportedly has 100,000 items in its history, biology, and paleontology
collections that have not been cataloged Yellowstone has been without an archivist since May 2007 and
recently lost a museum technician position. The NAPA report tersely concludes that “as a result Yellowstone’s
important cultural collections are at risk.”
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In 1933, the Historic American Buildings Survey (HABS) program was established. HABS provided
employment for draftsmen, architects, and historians, who were put to work documenting the design and
condition of some of the most significant historic structure on the American landscape. Current plans to use
our national parks as vehicles for job creation and economic stimulus should take a cue from the New Deal
and ensure that job opportunities will be provided widest possible array of Americans in need of such relief.

-Park Science
As with other resource —related opportunities, investments in park science will carry benefits in job

. creation or preservation that ripple outward to local communities. A major setback to the future success of
the NPS was the loss of the agency’s self-directed research progiam in 1994 when much of the capacity to
pursue hard science was shifted from the agericy and placed in the hands of the new National Biological
Service. While this was a good plan arid resulted in additional efficiencies across several agencies, the plan has
come dt a‘cost. Over time, focus on parks has gradually slipped more and more. Site fidelity and long term
focus on complex systems that have wide annual variability plus the veneer of changing climate are

" drreplaceable requirements for prudent decision miaking in parks and critical for strong progress in a broad
variety of areas. Reestablishment of a'sciérice program based in' NPS — but delivered through contracts with

CESUs and other entitiés at a level that existed 15 years ago -- $20 million per year — would reestablish: this

capacity and deliver additional security to corimunities across the United States.

_ Hand-in-hand with the reestablishment of NPS’s own scit_fncg capacity should be the rehabilitation of .
thie Research Learning Centér program (RLC). RLCs dre usually adaptively-rehabbed historic structures (thar -
would otherwise be unused but still require 'o'h;goihg n'mixj-tenan:cl:e/febéif). RLCs support researchers (with

lab, bunk, meeting, seminar space) from academia and could be tweaked to provide constructive retraining

for out placed workers on specific targeted projects. RLCs enhance the amounts of research done in parks:
(often for free) and provide for researcher/visitor contact ,op_portunities_éhd educational events for park

visitors and classrooms. Approximately $4 million would.finish the,system of 32 RLCs and provide a strong
base for the decisive role parks could play in place-based education. Messages about energy conservation,
climate change and individual behavior, sustainability of biodiversity and quality of life messages, etc. would
be positive outcomes linking the recovery efforts to other important goals.. -

Transportation Infrastructure

Although it is not their primary purpose, our national parks play a significant role in the economies
of many communities. As much as $440 million worth of road projects in our national parks are ready to go
to construction, and can rapidly produce as many as 7,000 jobs while also renewing our national heritage and
helping to revitalize our national parks for our children and grandchildren. Another $500 million in
transportation-related infrastructure investments could be similarly be ready within another year.

To enable visitors to experience these national treasures without unduly imposing adverse impacts on
the natural, cultural, historical, and archeological resources inside the parks, the people of the United States
have made very substantial investments in park infrastructure. Those investments have occurred over many
years, but have been meager in recent years. Two times in our history, America made substantial investments
in our national parks. Both were at times when our nation was investing in new infrastructure and jobs—one
in a time of national economic crisis and the other during strong economic times.

It is more than half a century since the last of those significant investments were begun, and the lack
of sufficient reinvestment since that time is evident from examining the condition of park roads today. The
lack of investment, along with the popularity of the national parks, unfortunately has placed tremendous
strains on national park infrastructure. For example, in Redwoods National Park one of the original segments
of Highway 101 has not had its asphalt replaced since the 1960s. It is among the 53% of national park roads
that are in poor condition. The road is in a constant state of disrepair, and is a safety hazard to vehicles and
bicycles utilizing the road. The condition of the road is so poor that normal maintenance methods will no
longer be effective without complete rehabilitation. The road parallels Richardson Creek which provides
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habitat for Coho salmon, a federally listed species, and is a tributary to the Klamath River, an important
salmon fishery. Numerous deteriorated galvanized culverts that are well beyond their serviceable life span
drain large runoff flows through very large road fill areas. Failure of these culverts would result in significant
sedimentation of Richardson Creck and the Klamath River, and would likely have an adverse impact on the
“native salmon. Fortunately, the Park Service does have a project to rehabilitate the Redwoods road that is
ready to go. The project has received environmental clearance and all it needs is funding. The project would-
not only benefit the park, but would provide jobs to the surrounding Del Norte County which is one of the
poorest in California. :

The poor condition of national park transportation infrastructure is in large part due to decades of
insufficient funding. The National Park Service has documented a total transportation investment need of
more than $5 billion, comprised of $4.7 billion for roads, $220 million for bridges, and $508 million for
front country trails that connect transportation nodes. We now have an opportunity to begin reinvesting in
critical park infrastructure in a way that puts Americans to work in unnerving economic times while meeting
our stewardship responsibilities to our children. :

NPCA undeérstands that the Natlonal Park Service has more than $270 million in 18 transportation
infrastructure i improvement projects that are ready to go to construction. When ready-to-go road projects -
that do not receive FLHP funding are included, the system-wide estimate exceeds $440 million. All these
projects have obtained environmental clearance and can be contracted out within 180 days.

" Perhaps the most dramatic example of the desperate state of national park infrastructure and of the, -
importance of park roads to local communities is the Going-to-the-Sun Road in Glacier Park, Montana.
Ascending over the continental divide at Logan Pass, the Going-to-the-Sun Road is rated as one of the ten
eni¢ drives'in America. As such, it is a significant attraction generating over one and a half million
visits per year making it an economic anchor for the tourism industry in the northwest portion of Montana.
Yet, 75 yedrs of rockslides and avalanches, severe ‘weather, heavy traffic, and inadequate maintenance have left
the road in urgent need of repair. Reconstruction began in 2007, but the funding has not kept pace with the
project. Mote than $20 million in work is ready to begin if funding could be made available. There are ,
many su¢h*examples of ongoing road work that could be accelerated for the benefit of both park visitors and o
the local economy. : :

%

In some instances, the project being proposed is not to replace deteriorating infrastructure, but
instead to reduce infrastructure’s impact upon irreplaceable natural resources and systems. For example, the
Tamiami Trail project in Florida will raise a key section of the roadway to allow more water to flow from
Lake Okeechobee through Everglades National Park to Florida Bay to improve ecosystem function, reduce
harmful discharges to northern estuaries and increase water flow to water-starved areas. Unemployment in
South Florida has risen dramatically with this economic downturn in particular because of the reduction in
construction jobs. For a modest investment, this two-to three year project could produce dividends that are
truly immeasurable both for the local economy and the environment.

As already noted, investment in park transportation infrastructure will bring immediate benefits to
local communities and the national economy. Transportation projects will first create high-paying
construction jobs that support local families. Using a standard public lands construction impact assessment
model, as many as 7,000 jobs could be created through these projects. The secondary effect of these jobs
upon the communities surrounding the parks—many of them in rural areas—would increase the benefit
many times over as the income of these families is pumped back into the local economy. NPCA recently
commissioned a study that found that every federal dollar invested in our national parks generates at least four
dollars in direct economic benefit to state and local economies, with significant additional indirect benefits.
This study was conservative and the true benefit for these projects is probably.closer to the construction
industry standard of 6 to 1.

Green Infrastructure
Two notable proposals are being made to the Transition Teams organizing for the Obama
Administration. These include a proposal for $24 million being submitted to the DOI Transition Team
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directed specifically to NPS in support of clean energy projects over the next 24 months, and a $150 million
to $200 million proposal for developing net zero energy consumption park visitor centers to be submitted to
the DOE Transition Team. NPCA supports both of these proposals, as park construction projects of all
kinds have proven themselves time and time again as job creators for local communities and sound
investments that showcase issues for the millions of visitors that come to the national patks year after year.

Investing in Service Opportunities and Volunteerism

An additional opportunity exists that would significantly expand the capacity of the National Park
Service in the short term, and provide cost-effective employment opportunities in a manner that helps reduce
the national park system maintenance backlog and address other critical NPS needs. We believe that creation
of a National Parks Service Corps, as a component of the expansion of national and community service,
presents an opportunity to address the NPS operating deficit and construction/maintenance backlog,
* while engaging more Americans in productive work at a time of dislocation to preserve historic and -
cultural resources, maintain trails and common areas, help promote tourism and recreation at a time
when our economy needs it most, and strengthen educational efforts to connect park history with the
next generation. Like 1933, when President Franklin Roosevelt martied two foundéring resources —
jobless, young men and public lands that were subject to soil erosion and deforestation, the National -
Parks Service Corps can marry three founderirig or idle resources — some of the 15 million young people
at risk of reaching productive adulthood, the tens of millions of Baby Boomers who feel they are leaving.
. the world in worse condition than they inherited it and want to serve, and our national parks that arein  «
need of more full-time, part-time and traditional volunteers to meet urgent needs. o ’

- This proposal fits within existing proposals to expand Americorps through the Serve America Act, and can
. easily be implemented quickly through additional appropriations to the Corporation for Community and
» National Service. We propose placing 10,000 new paid volunteers in our national parks to dramatically
increase the capacity of the parks to resolve backlogged construction and. maintenance needs, while providing

functionally useful training to a workforce in need.

Programmatic cost for this proposal is anticipated to be $200 million, allocated as follows:

*  $60 million for 5,000 National Park Service Corps positions based on the Americorps National
Civilian Community Corps model ($12,000 each),

* 350 million for 5,000 National Park Service Corps positions using the AmeriCorps Federal and
State grant model the remaining 5,000 volunteers ($10,000 each),

e $50 million for a $5,000 educational award for all 10,000 volunteers,

* And $40 million for placement of full-time volunteer coordinators in the parks, and for
administrative expenses.

Spending on this program can begin expeditiously, allowing for recruitment and initial training of
both workforce and NPS management. Operationally, the National Park Service would administer the Corps
and deploy new volunteer coordinarors in national parks, and the new positions would be funded with living
stipends and education awards through the Corporation for National and Community Service.

The new NPCC can build on two successful programs at the Corporation for National and
Community Service. The Corporation’s national service program called AmeriCorps currently operates in
two ways. The AmeriCorps State and National program provides financial support through grants to public
and nonprofit organizations that sponsor service programs around the country. AmeriCorps State and
National members can volunteer part-time or full-time; many receive a modest living stipend based on the
minimum wage; and most receive a “Segal education award” of $4,725 at the conclusion of their service.

The other AmeriCorps model is called the National Civilian Community Corps (NCCC). In
contrast to the State and National grant program, NCCC is a full-time 10-month residential program.
Members live on one of four regional campuses, receive intensive training, and are deployed as teams for

[}
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projects that range from disaster response to environmental protection. As with the State and National
program, NCCC members receive an education award at the end of their service. The creation of a new
parks-focused program would provide both stimulus to the communities in which the work took place and
job creation for young and outplaced talent that is perhaps faster than any other programmatic method.

Centennial Challenge
Another opportunity for parks to help create jobs is the National Park Centennial Challenge. This

‘program, the proposed authorization for which was included in the Senate’s proposed economic recovery
package, received a downpayment of funding from congressional appropriators this past fiscal year. Those -
projects generated approximately 350 jobs. If the Congress provides additional funding and a broader
authorization for the Challenge, it would be quite easy for the National Park Service to issue a request for
proposals that maximiizés job creation opportunities of the next year to two years. Because many of the
projects would be matched by private dollars, there would also be a doubling impact of any federal
investment, thereby doubling its potential simulative effect. I recommend that you seize the opportunity to
get this important program launched. ‘ ’

Mr. Chairman, my intent in this testimony has been to demonstrate the variety of ways that
investments in the national parks can deliver benefits in job creation and financial improvement to »
comrmunities across the United States. Such investments would be long—ii\/'ed, not ephemeral, as we see today -
with the lasting improvement the Roosevelt Administration provided with the CCC and the Eisenhower
Administration provided with Mission 66. Americans love our national parks, and this kind of investment in
them aé;iggrt of an economic recovery package will have cutsized benefits. By funding ready-to-go projects in
Axnericiffs favorite places, the Committee can both foster the creation of good, neéded jobs, and renew the
national inheritance we have a collective responsibility to pass to our children in at least as good as condition
as-we received it. "An investment in our national parks is both an‘investment in today and in our future.

a .

_This concludes my testimony and I will be happy to answer any questions you may have.
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Good morning Chairman Bingaman and distinguished members of the
Committee on Energy and Natural Resources. 1'd like to specifically thank
Senator Bingaman, Senator Dorgan, Senator Cantwell, and Senator Salazar
for the interest and support you have provided in recent years for policies
supporting smart grids. | want to also thank all the members of the
committee for your support in passing the Energy Independence and
Security Act of 2007 and in particular Title X111 on Smart Grids. Together
your leadership on these issues has clearly had a positive impact on the

country and | applaud your continued vision and action.

| appreciate the opportunity to testify before you today on behalf of the
growing number of smart grid professionals. I'm specifically representing
more than 80 member companies of the GridWise Alliance and the Smart

Grid Policy Center, most of whom are in Houston today for our annual





members meeting. IBM, Sempra, Battelle, PJM, AREVA, and Rockport
Capital founded this group with me five years ago with a vision to transform
our electricity system based on innovative information and energy
technologies. Our goal was and still is to substantially improve the
efficiency, reliability and affordability of electricity in this country while
reducing its environmental impact. | won’t take time to name all the other
members of this Alliance that include many of America’s leaders; both
utilities and technology companies. | have provided each of you a brochure

that summarizes our vision and purpose with a list of members included.

I am also pleased to represent the other managers and more than 100 staff
members of GridPoint. GridPoint is a rapidly growing cleantech company
with offices in nearby Arlington as well as in Seattle, Washington. We are
proud to be a leader in the smart grid industry; developing and deploying
smart grid solutions in several states, cities and utilities around the country.

Senators Cantwell and Dorgan may remember the last time | testified before
this committee. It was late in the summer of 2001 and strange things were
happening in the electricity industry, especially on the West coast, where a
field hearing was held to explore alternatives to traditional power systems
and technologies. 1 explained then the growing interest and understanding
of how information based technologies and tools could provide solutions to
revolutionize the way we delivery electricity. Providing a system for
measuring and communicating more detailed and accurate information on
how electricity is produced and consumed would create the ability to
optimize and control energy use with significant benefits. Sitting next to me
that day was Steve Hikock from Bonneville Power who described Bonneville’s
concept for an Energy Web; a complex ecology of distributed resources,
optimized to maximize their benefit to consumers and the economy.
Together we offered a picture of a future utility infrastructure where every





electricity generating device, big or small, and every energy consuming
device could communicate; providing a system for integrating more
renewable energy, enhancing the efficient consumption of energy, and
enabling consumers to have the ability to actively contribute to reducing
both their use of energy and their resulting carbon footprint.

Now, seven years later I’'m pleased to say that we’ve made substantial
progress toward reaching that vision. As you know, smart grids are being
talked about across the industry as a critical part of the changes we need to
make in our electricity industry. DOE’s electricity advisory committee is
about to release a report on their findings and recommendations that will
include a major section on smart grids. The Federal Energy Regulatory
Commission and the National Association of Regulatory Commissioners have
established a smart grid task force committed to study policies to promote
smart grid deployment. The Edison Electric Institute, the American Public
Power Association and the National Rural Electric Cooperative Association all
have newly active groups looking at smart grids to better understand how
they apply across their utility members. Generally they all agree with a
statement made recently by Steve Specker, the President of the Electric
Power Research Institute that “Smart grids represent the biggest opportunity
for the utility industry in the next decade”.

Many of our member companies have testified before this committee in the
past few years on the importance of smart grids and | encourage you and
your staff to refer back to their previous comments. What we as Alliance
members and these other stakeholders, | believe, want me to communicate
to you today is that building a smarter grid must have top priority both in
your energy policies and in your spending plans in 2009 and beyond. While
I don’t presume to speak for all of them explicitly, I do talk with them
regularly and believe that | understand their views and concerns, and have





sought to reflect their ideas into my comments today. Before | articulate
some of the specific ideas I'm offering today, I'd like to quickly review the

context, drivers, and issues facing our industry today.

For over a century we’ve systematically built a complex infrastructure of
power plants, regionally connected with transmission lines to load centers
where distribution lines crisscross roads and neighborhoods to provide power
to every home and business. This power grid ensures not only our safety
and security, but is vital to our continued growth in productivity and
prosperity. This “public good”, an infrastructure built and maintained on our
behalf, is aging and overstressed. While it has served us remarkably well, it
is now incumbent upon us to upgrade it to meet the changing demands of
our 21° Century economy and society. We must build a cleaner. more

efficient grid; one that meets the needs of a digital and highly

interactive economy: and one that maintains affordability, reliability,
safety and security for every consumer. Building a smart grid is the

first critical step of many; bringing new tools, techniques and technologies in
a network of devices aligned for supreme performance.

The benefits of this new approach, a smart grid, are myriad and enduring.
At its core is a sophisticated information system that allows grid operators
much greater visibility into the complex inner workings of this large
machine. With greater visibility comes the ability to quickly make decisions
to optimize performance, reduce emissions, and improve reliability. A smart
grid provides the capability of integrating an increasing amount of clean
distributed energy resources accelerating the growth in these important
technologies. While much of the technical and policy discussions focuses on
energy efficiency, renewable energy, storage, and electric vehicles; we have
too often underemphasized the critical need for a smarter grid to achieve
both scale and true cost effectiveness.





A smart grid also provides the ability to measure and verify the energy
savings realized as we accelerate our investments in these important
technologies in federal facilities, schools and in homes and businesses
around the country. By carefully measuring these savings, we better
understand the value of our investments and proactively identify and even

greater efficiency opportunities going forward.

This same smart grid information system provides customers with a window
into their own energy use, giving them the tools to change their behavior
according to their own values and needs. Many studies have shown that
better information alone results in consumers reducing their energy use by
10-20%. A smart grid will provide all consumers with the option for not only
reducing their energy use and their cost of energy, but also will allow them a
new flexibility to add cleaner and more efficient appliances and equipment.
Some of the exciting new developments in advanced vehicles and electricity
storage devices offer huge potential to not only have a positive impact on
the environment by reducing tailpipe emissions, but can also substantially
improve the way we operate the grid. A smart grid is critical to ensuring
that these new technologies are integrated safely and reliably to maximize
their benefits. Together the power providers and the power users

work to create the best possible “pubic good” at the least cost to the
economy and the least impact on the environment; creating a new

paradigm for involving every consumer in the solution.

GridWise Alliance member companies are actively deploying smart grids
around the country already. One of the truly pioneering demonstration
projects was completed earlier this year in Washington State. Known as the
Olympic Peninsula project, this project proved many of expected benefits





across more than 100 homes participating in the project. Reductions in both
KW demand and KWh energy use were shown to range from 5% to more
than 20%. But more importantly, the consumers were thrilled with their
own participation in the project showing how well designed consumer

information and control can have big impacts.

Another project was started earlier this year and is actively deploying new
technologies and systems right now. Known as SmartGridCity, this project
promises to push the edge of the possible with a smart grid, capturing more
than 70 different unique benefits and ultimately deploying to several
thousand homes and businesses in Boulder, Colorado. Last week, the City of
Austin announced their new smart grid deployment called the Pecan Street
Project, with the city pledging to create a virtual 300MW clean power plant
with a combination of efficiency and clean power. Many other utilities
around the country have launched similar efforts in the past year to explore
the potential of a smart grid.

As we close out 2008 and head into 2009 we have the opportunity with new
leadership in the White House and support from Congress to greatly
accelerate the creation of a smart grid and become a global leader once
again in providing clean, reliable and affordable electricity to our citizens. A
substantial new federal investment in this smarter grid will accelerate and
leverage planned investments by cities and utilities around the country
resulting in rapid job growth, stronger and more reliable infrastructure, and
more affordable electricity. Consumers of all types will benefit through
greater information, tools to understand and manage energy use, and
greater access to green power. Schools, for example, will not only benefit
from greater visibility and control of their energy use, but will be able to use
the equipment and information to educate and involve students in better
energy decisions; embedding a greater understanding for generations.





Federal facilities can be an early success story if investments in clean energy
and energy efficiency are supported by a smarter infrastructure that not only
measures and verifies the impacts of these near term investments but
actively monitors the ongoing benefits and identifies new opportunities for

future investments.

An explosion of new technologies is emerging into the market that must be
part of this new, smarter power system. For example, electric vehicles and
electric transportation in general are about to revolutionize the way we
travel and in doing so change the power system forever. The new high
performance batteries in these vehicles will also revolutionize power delivery
by enabling cost effective storage. However, a smart grid network is
essential to manage these new technologies in a way that optimizes the

overall performance and cost of the grid.

A smart grid is the cheapest option for meeting our growing need for
electricity, expanding high-tech businesses and manufacturing, giving
homeowners the tools to control their cost of power, and reducing the
carbon intensity of our power infrastructure. Properly implemented a smart
grid can substantially reduce the need for new traditional power plants and
transmission and distribution infrastructure. A recent study by the Brattle
Group on behalf of the Edison Electric Institute says that “energy efficiency
and demand response as part of a smarter grid can significantly reduce the
need for new generation capacity”. In addition, nearly $100 Billion is lost by
consumers every year due to power outages and poor power quality; and
every time the power goes out our security and safety is at risk. It is an
investment in today’s economic health and tomorrow’s productivity, safety

and security.





Finally, on behalf of a rapidly growing smart grid industry, 1 would like to
present the following specific recommendations to this committee today.
This funding request totals $1.3B for 2009 representing the first year of
several years of funding that we expect to increase in future years as the
value of these solutions, technologies and systems are proven.

PRIORITY #1: Fund TITLE XIII—SMART GRID, Energy Independence and Security
Act of 2007 (PL 110-140)

Research and Development of Information Technology, Section 1304 ($200
million) Advanced technology research and modeling will be critical to deploying smart
grid technology that works with our current utility grid. In addition, research training
programs at universities, laboratories, utilities, and labor organizations are particularly
important for providing well-trained employees for an industry where the average age is
over 50. The authorization level under EISA was for “sums as are necessary” which we
propose should be funded at $200 million annually starting in 2009 with the stimulus
package.

Regional Demonstration Initiative, Section 1304 ($100 million)

Because of the diversity across the nation of our electric grid system, it is critical to fund
a variety of regionally targeted demonstration projects focused on refining our national
performance goals and best practices. The results of these projects can quantify costs
and benefits, verify technology viability, and validate new business models at a scale
that can then be replicated throughout the country. EISA authorized $100 annually for
five years and we propose that this level of funds be provided as part of the stimulus
package.

Federal Matching Fund for Smart Grid Investment Costs, Section 1306 ($1 billion)

This matching grant program would provide reimbursement of 20% of qualifying smart
grid investments. At this rate, federal funding is leveraged into $5 billion of infrastructure
investment in 2009. For $1 billion, more than one million houses and businesses could
be integrated into a smart grid. These funds allow for economic investment and growth,
including new jobs for employees in the electricity sector. Authorization level under EISA
was for “sums as are necessary” rather than a specified amount. We believe that this is
one of the most powerful economic tools in the title and should be funded at no less than
$1 billion.

PRIORITY #2: Extend bonus depreciation for smart grid technologies (PL 110-185)





The Economic Stimulus Act of 2007 (PL110-185) contained a provision to provide a 50%
first year bonus depreciation for business assets contracted for in 2008 and placed in
service in 2008. “Long lived assets” (defined in the Act as those with tax lives of 10-20
years) could be placed in service 2008-2009. An extension of one year in the contracted
for and date and two years in the placed in service dates is needed to get these assets
in production. This provision has not been taken advantage of because of the lead time
for regulatory approval. As an accelerated deduction, this can provide substantial short
term stimulus benefits without long term deficit impacts.

PRIORITY #3: Expand the Green Jobs Act of 2007 to Include Smart Grid Jobs (PL
110-140)

The Green Jobs Act of 2007 authorizes $125 million each year to provide job training
and workforce investment in the energy efficiency and renewable energy sectors. Since
smart grid technologies enable increased energy efficiency and deployment of
renewable energy technologies, these jobs should be added to the list of industries
eligible to receive this funding. We recommend that the Act be fully funded and that
language revisions be made.

Let me summarize by saying that | believe and the companies | represent
believe that creating a smart grid is one of the most important investments
you can make to revitalize our economy and build for the future; and the
investments must start now. We are faced with challenging times in this
country; challenges to our economy, to our energy security and to our
continued leadership in the world. Making transformative changes such as
these will not only get us through the current crisis, but will build toward a

cleaner, more productive and secure future.

Thank you very much for your time and attention.
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Chairman Bingaman, Senator Domenici, and Members of the Committee, thank you for
the invitation to discuss how investments in clean and efficient energy and environmental
improvements to our nation’s infrastructure can create jobs and economic stimulus during
this time of tremendous challenge for working families.

Today we urgently need immediate stimulus and near term recovery investments; yet we
must also use our resources wisely, not only to get our economy moving but to get it
moving in the right direction. A green recovery plan will create more jobs, and more
good jobs at higher wages, and it will create new markets for American business while
reducing the overall cost of addressing our climate and energy crises. This is smart public
policy and good government, and | applaud your leadership in seeking this path forward
for the nation.

I am Bracken Hendricks, Senior Fellow at the Center for American Progress Action
Fund, a non-partisan multi-issue think tank focused on developing innovative policies
that build a more broadly shared prosperity. At CAPAF, we have come to believe,
through deep research on the matter, that smart strategic investments in climate solutions
can help to rebuild the underpinnings of our economy and create significant numbers of
good jobs.

Built on the foundation of efficient and low-carbon energy sources, this transition can be
a source of increased business opportunity and competitiveness, stronger communities,
improved national security, and increased prosperity. We call this approach “the Energy
Opportunity,” and we believe that it must be at the center of both America’s energy
policy and our economic policy as we confront the interrelated challenges of a sagging
economy, rising energy prices, and a growing climate crisis.

In this testimony, the Center for American Progress Action Fund offers some thoughts
on: 1) the current economic downturn and the urgent need for an aggressive stimulus
package that extends well into the coming year; 2) why clean energy should be a major
centerpiece of any such recovery plan, possibly constituting from one quarter to one third
of a larger stimulus package; and 3) priority measures that will not only create jobs and
growth in the short term, but help rebuild the foundation of the U.S. economy over the
long term on the platform of renewable and efficient low-carbon energy.
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The Need for Stimulus and Recovery

The U.S. economy is facing the most serious difficulty we have experienced at any time
in a generation. Long-run problems of stagnant or falling wages and incomes are no
longer hidden by artificially inflated asset values. The effects of the financial crisis have
moved from Wall Street to the daily operations of business and the daily lives of families.

Consider that:

e The 0.5 percent decline in gross domestic product in the third quarter of 2008 was
the biggest since the last recession in 2001.

e Total job losses in 2008 have hit over 1.9 million, including 530,000 in November
alone.

e Median household income is lower than it was in 1999.

e The values of homes fell by 2.5 percent, or $351 billion, in the second quarter of
2008.

e One in 11 mortgages is delinquent or in foreclosure, and credit card defaults rose
to 5.5 percent of all credit card debt by the second quarter of 2008.

e Credit-market borrowing financed 35.2 percent of fixed investment by non-
financial corporate businesses in the second quarter of 2008, down from 80.1
percent a year earlier.

In this climate, there is an urgent need for federal policies designed to provide
stabilization, stimulus, recovery, and growth to address these huge problems. Without
action, there is too great a risk of further collapse and an ever-worsening spiral of job loss
and economic decline. In addition to action aimed at stabilizing the extremely shaky auto
industry and financial and housing markets, Congress should act quickly to pass
measures to stimulate the broad economy and commence the road to recovery.

Stimulus policies should be designed to offer an immediate boost throughout the
economy by spurring demand. Their purpose is to quickly stall a downward spiral in the
economy and give confidence to businesses to invest and hire by restoring demand for
their products. But the consequences of the current downturn are not likely to be reversed
quickly by traditional, fast-moving stimulus measures. Also needed is a recovery
program to accelerate the creation of a strong labor market and restore lost jobs over the
next two years.

There is a growing consensus that stimulus and recovery spending should be on the order
of 2 percent to 4 percent of GDP. Nobel Prize-winning economist Paul Krugman
concludes that, “the stimulus package should be at least 4 percent of GDP, or $600
billion.”* Goldman Sachs calls for a stimulus of $500 billion.2 CAP Senior Fellow Gene

! paul Krugman, “Stimulus math (wonkish),” “The Conscience of a Liberal,” November 10, 2008,
available at http://krugman.blogs.nytimes.com/2008/11/10/stimulus-math-wonkish/.

2 Brian Faler, “Democrats Set to Take on Stimulus Bill as Price Rises,” Bloomberg.com, November 4,
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Sperling, former director of President Bill Clinton’s National Economic Council and
Clinton’s national economic advisor, says, “The breadth and potential depth of that
demand crisis require us to undertake a bolder ‘Powell Doctrine’ on stimulus in which
$300 billion to $400 billion—or at least 2 percent of GDP—should be the starting point
with an understanding that more could be needed and that we will need to call for a
coordinated global stimulus."?

Beyond the immediate challenges, the economy has long-standing fundamental problems
that must be addressed by major changes in our nation’s approach to energy, education,
infrastructure, scientific research, innovation, and other areas as described in the Center
for American Progress report “Progressive Growth.”* Stimulus and recovery measures
aimed at the immediate crisis should be designed, as a matter of good governance, to
serve double duty by providing a jumpstart in the investments needed for the country’s
long-term growth. A green recovery strategy can meet both of these objectives.

The Center for American Progress has outlined a plan to invest $350 billion (greater than
2 percent of GDP) in a one-year stimulus and recovery package that will jump start
economic demand and stimulate job creation while making a significant down payment
on meeting these broader public policy challenges, making efficient use of taxpayer
funds. In broad categories, the $350 billion package includes approximately:

$55 billion to spur demand and assist those most in need.

$70 billion aid for state and localities.

$175 billion for infrastructure investments in stimulus and recovery.
$50 billion for tax cut stimulus.

Within the infrastructure section, this plan identifies over $100 billion of clean energy
and environmentally beneficial projects and programs that could help direct new
investment rapidly into deploying energy efficiency and low-carbon technology. This
approach will drive new investment in construction and manufacturing jobs, create new
markets for technology and skilled labor, and help cut consumer energy costs, all while
leaving a legacy of productive infrastructure and investments.

A Green Recovery Means More Good Jobs

Working in partnership with the University of Massachusetts’ Political Economy
Research Institute, the Center for American Progress recently released a report entitled,

2008, available at
http://www.bloomberg.com/apps/news?pid=20601103&sid=aXUnWNKW7P5I&refer=us.

% Gene B. Sperling, Testimony before the House Energy and Commerce Subcommittee on Health,
November 13, 2008, available at:
http://www.americanprogressaction.org/issues/2008/sperling_testimony.html.

*John Podesta, Sarah Rosen Wartell, and David Madland, “Progressive Growth: Transforming America’s
Economy through Clean Energy, Innovation, and Opportunity.” Center for American Progress, November
2007. Available at: http://www.americanprogress.org/issues/2007/11/progressive_growth.html
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“Green Recovery: A Program to Create Good Jobs and Start Building a Low-Carbon
Economy.” The report outlines a program of investment that would rapidly inject $100
billion into the domestic economy through near-term spending on energy efficiency and
renewable energy.

This analysis found that a strategy for economic recovery that invests in new energy
alternatives and smart public infrastructure provides superior improvements in economic
performance and job creation when compared to either rebates or comparable spending
on traditional energy sources. A program of investment in deploying new clean energy
technology and improving building efficiency is good short-term economic policy. It
would drive immediate spending into some of the hardest hit sectors of the domestic
economy in construction and manufacturing. Put simply, a green recovery package
creates more jobs and more good jobs than any other strategy. It deserves strong
consideration at this time.

There are many ways in which government spending can stimulate the economy and
create jobs as part of a recovery program. Public spending directed toward a green
recovery, however, would result in more jobs than spending in many other areas,
including, for example, on rebates for increasing household consumption, which was the
primary aim of the April 2008 $168 billion stimulus program. Near-term investments in
energy efficiency and renewable energy also have the added benefit of moving the
country toward the low-carbon future that is necessary to increase our international
competitiveness and national security, and avoid the devastating social, economic, and
environmental effects of global warming over the long term.

A green recovery program is more effective as an engine of job creation than spending
the same amount of money within the oil industry or on household consumption.
Increasing spending by $100 billion on household consumption along the lines of the
April 2008 stimulus program would create about 1.7 million total jobs, or about 16
percent fewer jobs than the green recovery program. In addition to creating more jobs,
targeting an economic stimulus program at increasing green investments also creates
more good jobs at higher wages than either a conventional stimulus or comparable
spending in the traditional energy sector. A green recovery strategy also offers longer-
term benefits: reducing home energy bills to provide consumer savings; stabilizing the
price of oil, natural gas, and other non-renewable energy sources through reduced
demand and increased energy diversity; and, of course, building over time a low-carbon
economy.

While it is not proposed as an option for economic stimulus, spending on current fossil
fuel-based energy offers a useful comparison to demonstrate the substantially increased
economic benefits of investing in renewable energy and efficiency. Spending $100 billion
within the domestic oil industry, for example, would create only about 542,000 jobs in
the United States. A green infrastructure investment program would create 2 million jobs,
or nearly four times more jobs than spending the same amount of money on expanding
oil energy resources. And again, spending on oil offers no benefit in transitioning the
U.S. economy toward a low-carbon future, and it perpetuates the economic and national
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security vulnerabilities of continuing to rely on oil for the lifeblood of our economy.

A green recovery strategy will help to improve the overall efficiency of the U.S.
economy, which currently uses nearly twice the energy for every unit of GDP when
compared to many of our European and Asian competitors.® If the Bush administration
had pursued an aggressive package of energy-efficiency measures across the economy
starting in 2001, with implementation beginning in 2002, the cumulative savings to the
economy today would be a remarkable $206 billion in avoided energy costs.® These
energy cost savings can increase the purchasing power of American families for more
productive purposes. In addition, it will generate new markets for American
manufactured goods and advanced technology. But for the purposes of a near-term
economic stimulus package, two features of a green recovery are critical: it is relatively
more labor intensive than other investments, and the jobs that it creates are more
concentrated on domestic workers.

Green jobs are more labor intensive. Relative to spending within the oil industry, the
green investment program utilizes far more of its overall $100 billion in spending on
hiring people than it does on purchasing machines and supplies. Renewable energy and
energy efficiency create more jobs per dollar invested than traditional fossil fuel-based
generating technologies by putting money directly into advanced technology
manufacturing, modern infrastructure expansion, and developing the skills of people.
This is money that would have been previously spent on wasted energy and imported
fuel. These investments substitute dollars spent on pollution and waste and redirect that
investment into the skills of workers and the infrastructure of communities.

Green investments have more domestic content. A green investment program relies
much more on goods and services made within the U.S. economy and less on imports
when compared to spending either within the oil industry or on household consumption.
In general, about 22 percent of total household expenditures flow toward imported goods.
With the green recovery investment program, only about 9 percent purchases imports.’
Another critical benefit of a green economic recovery program is that infrastructure
upgrades, building efficiency retrofits, renewable energy installations, and other
components of green investment all involve work that cannot easily be outsourced.
Moreover, the diffuse nature of these programs ensures that spending on goods and
services is spread widely across regions of the country and stays in the local economies
where these services are rendered, as compared to large, centralized energy or
infrastructure projects. The economic spillover and indirect job creation effects of this
phenomenon help explain why green investments create more jobs and more good jobs

> Center for American Progress and the Worldwatch Institute, “American Energy: The Renewable Path to
Energy Security” (2006) available at
http://www.americanprogress.org/issues/2006/09/american_energy.html/AmericanEnergy.pdf (last
accessed October 2007).

¢ American Council for an Energy Efficient Economy, data supplied by Dr. John Laitner, September 2008.
" Robert Pollin, Heidi Garrett-Peltier, James Heintz, and Helen Scharber, “Green Recovery” (Washington:
Center for American Progress, 2008), available at
http://www.americanprogress.org/issues/2008/09/pdf/green_recovery.pdf
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than the alternatives.

Public investment is important to private markets. In considering the viability of
spending on large-scale public investment projects, one of the major issues that is often
raised is whether such expenditures absorb the limited amount of total investment funds
in the economy, and thereby “crowd out” private sector investment activities. In fact, the
weight of evidence examining the impact of public investment on the U.S. economy does
not point to a crowding-out effect. It rather finds that, on balance, higher levels of public
investment will promote private sector productivity and higher rates of return for
business. As such, the evidence suggests that many kinds of public investments in the
United States generally crowd in private investment by establishing the enabling
conditions for sustained growth in private sector investment and business formation. As a
result, the crowding-in benefits of public investments are also associated with higher
rates of private sector employment and job creation. For this reason, it is important to
recognize that while in a green recovery strategy the public is priming the pump for new
economic growth, new private sector activity is the real engine of jobs and growth.

A Green Recovery Policy Agenda

Green investments are especially effective job and growth creators because they stimulate
new demand by moving the economy to advanced technology, modern infrastructure, and
skilled labor.® Many of the green investment projects, such as building retrofits and
weatherization, are labor intensive in construction and manufacturing where
unemployment is high. CAP has recommended that one-quarter to one-third of a larger
stimulus package be dedicated to the green components of a plan. “A Strategy for Green
Recovery” from the Center for American Progress Action Fund describes in greater detail
some of the proposals outlined below. The following energy-related investments can start
stimulating the economy relatively rapidly, driving new investment directly into
communities. Some near-term opportunities for driving new smart energy investments
include:

e Transit fare reductions and service expansions: Provide $2 billion in assistance
to transit agencies to reduce transit fares and expand services.

e The Weatherization Assistance Program: Fully fund the Weatherization
Assistance Program at $900 million, the amount Congress is authorized to spend
on the program in fiscal year 2009, and build toward a goal of weatherizing 1
million homes.

e The Federal Energy Management Program: $1.3 billion to fully fund energy-
efficiency programs.

e Workforce investment in the Green Jobs Act: Appropriate $250 million for the

8 Bracken Hendricks and Benjamin Goldstein, “A Strategy for Green Recovery: Stimulating the Economy
Today by Rebuilding for Future Prosperity,” Center for American Progress Action Fund, November 10,
2008, available at http://www.americanprogressaction.org/issues/2008/pdf/green_recovery_memao.pdf
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Green Jobs Act, authorized in the Energy Independence and Security Act of 2007,
to provide job training and workforce investment in energy efficiency and
renewable-energy installations.

Refundable residential energy efficiency tax credits: Increase funding for
refundable residential energy efficiency tax credits to $5 billion and raise the
maximum credit for household efficiency upgrades to $2,000.

Solar roofs on federal buildings: Provide $3.5 billion to install 2,000 megawatts
of solar power on federal rooftops, and amend federal electricity contracting to
allow for 30-year power purchasing agreements.

New Starts Transit project investments: $5 billion to partially bridge the
anticipated shortfall in federal transit capital funding for fixed-guideway projects
approved in the Federal Transit Administration New Starts pipeline.

Smart grid federal matching funds: Fund the Smart Grid Title of the Energy
Independence and Security Act of 2007 to support $1.3 billion for infrastructure
investment and demonstration projects.

Green jobs restoring the land. Expand existing programs by $800 million to
restore parkland, forests, wetlands, wildlife refuges, and rural ecosystems.

The Manufacturing Extension Partnership: Expand the capacity of domestic
manufacturing modernization efforts by increasing MEP funding to $200 million.

Greening affordable housing: As proposed by the Center on Budget and Policy
Priorities, provide $5 billion for both public housing and federally subsidized,
privately owned units. This could be distributed through public housing agencies
and the HOME program, and used to increase energy efficiency, reduce energy
operating costs, and bring empty homes back into use.

Green school construction and renovation: Immediately support state and local
school modernization, renovation, and repair at a cost of $7.25 billion.

Water and wastewater infrastructure: $10 billion for cities to address issues
with water and wastewater treatment.

In addition, some slightly less fast-acting, but still near-term, recovery proposals can
drive new investment into our energy infrastructure within the next year to create needed
jobs. A well-balanced recovery plan will include proposals that are concentrated in the
first few months, as well as a range of structural investments that will create significant
growth over the course of the coming year. Some of these proposals include:

Building retrofits: New authorization and funding of $10 billion to provide the
initial financing for a public revolving loan fund—tax exempt, with credit
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guaranteed by the federal government, available for packaging with private
capital—to spur the national building retrofit effort, with the principal to be repaid
at the end of a five-year period.

e Energy efficiency and conservation block grants: Appropriate $5 billion to
fund states, cities, and counties pursuing clean energy projects.

e “Cash for Clunkers” rebates for older cars: Initiate a $2.5 billion annual
program to purchase and scrap older, more polluting cars, in exchange for an
owner agreement to acquire a more efficient vehicle or use alternative
transportation.

e Clean Renewable Energy Bonds: Increase CREB funding by $3 billion to
finance renewable energy projects by electric cooperatives, government entities,
Indian tribal governments, and others.

e Advanced coal technology to capture carbon: Invest $1.1 billion to deploy
demonstration carbon capture-and-storage technology at a coal-fired power plant.

e Electric transmission grid: New authorization for a $10 billion outlay for a new
Federal Trust Fund for transmission and smart-grid build out through direct
spending and grants to states and municipalities.

e Manufacturing: $15 billion in grants to states to support manufacturing plant
retooling to produce clean and energy-efficient technologies and advanced
batteries for electric vehicles.

e Advanced technology vehicle manufacturing and retooling: $25 billion in
additional loans for automobile manufacturers. The budget cost will be $7.5
billion.

e Replacing aging buses and acquire rail cars: $4 billion on a competitive bid
basis for mass transit agencies to replace aging buses with efficient, low-emission
vehicles, acquire new rail cars to meet the surging demand for transit services
across the nation, and perform needed and backlogged maintenance.

e Local transit infrastructure: $8 billion to fund 559 “ready-to-go” public
transportation capital projects that could begin within months of federal funding
being made available. The funding would include the oldest and largest rail transit
systems that face increasing maintenance and upkeep costs.

e Capital assistance to states: $10 billion to fund and dramatically expand the
Intercity Passenger Rail Service Program for a federal-state partnership to
promote intercity passenger rail development. This will include helping the states
and Amtrak acquire new and rehabbed passenger rail rolling stock.
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e Clean Energy Corps: $3 billion for a national CEC, a combined service,
training, and job-creation effort to combat global warming, grow local and
regional economies, and demonstrate the equity and employment promise of the
clean energy economy. The funding could be distributed through the Corporation
for National and Community Service and the Department of Labor to administer
CEC-related programs.

e The Industrial Waste Recovery Program: $410 million to provide incentives
for industrial facilities to generate electricity from recovered waste heat, as
authorized by the Energy Independence and Security Act.

Together these investments can readily drive over $100 billion into near-term spending
that not only provides benefits for our energy security, but promotes stimulus by
providing assistance to states and cities, encouraging new investment in housing and the
construction industry, increasing consumer savings, expanding opportunities for training
and national service, providing direct relief to low-income Americans, and reinvesting in
our manufacturing jobs base.

Investing in a green recovery is not a replacement for a more comprehensive climate
strategy, nor does it obviate the need for other forms of fast acting stimulus that help
consumers with health care, education, child care, unemployment insurance, or other
pressing economic needs. Instead, a green recovery program is a powerful complement to
a larger stimulus effort that is strategically targeted to steer the economy where we need
to go over the long term. Such a plan represents an opportunity to make a significant
down payment on the sort of economic activity that will be required to fundamentally
transition our economy away from carbon-intensive and imported energy sources, and to
begin the process in earnest of moving toward more efficient, domestic, and renewable
energy as a solution to global warming.

In addition to the recent report on Green Recovery, the Center for American Progress has
outlined a critical path for the long-term transition to an economy that seriously takes on
the challenge of advancing climate solutions. The CAP report “Capturing the Energy
Opportunity: Creating a Low-Carbon Economy” ° identifies 10 steps to a low-carbon
economy that will be critical to moving our country toward reliance on low-carbon
energy. This strategy involves a mix of direct investment, smart regulation, and
administrative solutions. The near-term investments outlined in the Green Recovery
program are wholly consistent with this longer-term vision for change.

Given the magnitude of coming challenges in building a vibrant, competitive, and low-
carbon economy, it is essential that Congress, as the guardian of public trust resources,
seeks to make any short-term investments in stimulus with an eye toward coming long-
term public challenges. In addition, our research with the University of Massachusetts
shows that as well as providing long-term benefits, a Green Recovery is good economic
policy because it provides more jobs and more good jobs for the American people. As

° Report available at: http://www.americanprogress.org/issues/2007/11/energy_chapter.html
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such, a green recovery represents good government by anticipating challenges and
investing in healthier communities, a more robust economy, and a safer world.

Thank you for your leadership on these pressing issues facing the U.S. economy.

In addition to Bracken Hendricks, Michael Ettlinger, Will Straw, and Benjamin Goldstein
contributed to this testimony on behalf of the Center for American Progress Action Fund.
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FOREWORD

The purpose of this Green Book is to make available the principal ideas and proposals for
the upcoming economic stimulus package that relate to “green” Federal programs or
technologies in the jurisdiction of the Committee on Energy and Natural Resources of the
Unites States Senate. The Committee has primary jurisdiction over a wide range of
energy and public lands programs and policies that relate to the concept of a “green”
economic stimulus.

I have directed the Committee’s Majority Staff to assemble these ideas and proposals,
and to make them available in a single compilation, both the stimulate discussion among
policymakers as to potential ideas that could be considered under the heading of “green
stimulus,” as well as to make the proponents of various proposals aware of other
individuals or groups with interests and ideas similar to theirs.

This compilation is composed of ideas from the following sources:

o Statements for the Record submitted by witnesses testifying at the December 10,
2008, hearing of the Committee on Energy and Natural Resources regarding
investments in clean energy and natural resources projects and programs to create
green jobs and to stimulate the economy.

o Statements for the Record submitted for the December 10, 2008 hearing by
individuals and groups that did not testify.

0 Additional proposals submitted to the Committee on Energy and Natural Resources
prior to the cut-off deadline for this document of the close of business on December
12, 2008.

Neither I nor the Committee as a whole has taken any position on any of the ideas
presented within this compilation. It is, as the title suggests, a “Source Book” of ideas
that are being proposed for consideration. The goal of this volume is to promote a
vigorous and informed discussion of how both to help the U.S. economy recover from the
current recession and to build long-term strength and capacity into our national energy
and natural resource systems. It is my hope that by promoting this discussion, a
thoughtful, deliberate, and transparent dialogue can take place.

Jeff Bingaman
CHAIRMAN
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Views on Public Investment in Water Management and Supply Infrastructure to
Stimulate the Economy of the United States

Introduction

Good morning Chairman Bingaman, Ranking Member Domenici, and Committee
Members. My name is Mark Limbaugh, and | have served as the Assistant Secretary of
the Interior for Water and Science, Deputy Commissioner for the Bureau of Reclamation,
state watermaster for the Payette River Basin in Idaho and fourth-generation Idaho family
farmer. 1 am here at the request of this Committee to give my personal thoughts on the
need for further federal investment in water management and supply infrastructure as part
of any proposed economic stimulus legislation.

First, 1 must disclose that I currently work as a natural resource consultant and lobbyist,
with clients who are involved in the management and delivery of water in many areas of
the country. While these clients and their communities would benefit from additional
federal spending on water infrastructure, | am not representing them here today. My
remarks today are my own, and have been derived from my 28-plus years of experience
as a water user, water manager, and public servant.

I am prepared to offer my opinion on the immediate need for and subsequent economic
benefits from further public investment in water infrastructure through proposed federal
spending legislation to stimulate the U.S. economy. There currently is a pent-up demand
for new and rehabilitated water infrastructure across the Nation. This includes new
surface and ground-water storage facilities and more efficient water delivery
mechanisms, as well as water management and conservation improvements that include
the requisite water management infrastructure needed to take advantage of conserved
water savings. Such infrastructure must be built in the future to meet the challenges and
uncertainties of climate change and the growing competing demands for limited water
resources to meet unmet needs. In this testimony, however, | have chosen to narrowly
focus on five areas within the Bureau of Reclamation (Reclamation) programs and
responsibilities — aging federal water facilities, rural water development, water
conservation, recycling and reuse, environmental mitigation and restoration
infrastructure, and water-related renewable energy sources. This narrowed approach is
due to the immediate nature of projects in these areas that are ready to be constructed





within the next two years and the direct federal Reclamation nexus to providing support
and funding for these projects through a federal economic stimulus spending package.

It appears obvious to me that the economy (both locally and on a national scale) benefits
from increased investment in construction of projects by providing jobs and generating
economic activity during the construction phase itself. A recent report by the
Congressional Research Service estimates that each million dollars in new spending on
infrastructure construction, direct and indirect employment is projected to increase by 8.1
to 12.6 jobs (depending on the model and assumptions used). However, looking at the
broader picture, construction and reconstruction of water infrastructure provides not only
the construction and related jobs and activities in the short term, these projects provide
the basic component of any vibrant economy in the long term — a reliable source of clean,
affordable water to communities, farms, and businesses. In my opinion, these
investments are just as, if not more important to growing the economy in both the short
and long terms as transportation and other public infrastructure projects, and not
including such investments in water infrastructure in an economic stimulus package
would be a regrettable oversight and a huge mistake.

Also, when these projects are built, they will be designed and constructed using the latest
environmental engineering standards for water development and management —
protecting important environmental values in water quality and conservation, fish and
wildlife habitat, and providing many opportunities for new “green jobs” in the water
sector of the economy.

Stimulus spending on water infrastructure should include a mix of direct appropriations,
low-interest and no-interest loans, and other innovative financing tools that allow for
limited federal funding to be leveraged for maximum impact on our economy. Loan
guarantees and other federally-backed loan instruments, such as tax-credit bonds, are
necessary to meet local requirements for workable public financing tools, mostly due to
the current credit crisis which has all but dried up traditional municipal bond funding
mechanisms. Attracting private capital to water project financing will continue to be a
challenge and our economy will depend on these funds for financing public water
infrastructure.

Aging Federal Infrastructure

Over the past 100 years, the Bureau of Reclamation has built important water
management and delivery infrastructure still relied upon today for important water
supplies and the economies built around those supplies. These federal water projects
resulted in a massive migration to the West in the early 1900’s (my relatives among
them) and transformed the West by providing water for farms that now provide the nation
with the multitude of fresh fruits, vegetables, nuts, dairy products, grains, and other
staples too often taken for granted by consumers. Communities rose out of the sage,
local economies were created and blossomed with the crops produced from these water
sources. Today, these projects are more important than ever originally contemplated.





Water developed by Reclamation projects is now used to produce not only crops, but is
also relied upon for recreation, for fish and wildlife, for hydroelectric power production,
and for important municipal and industrial uses. Yet these important facilities are aging,
and many are in need of rehabilitation to continue to reliably meet current and future
demands for water and meet today’s environmental standards. In most cases,
Reclamation projects have been or are being repaid by project beneficiaries — the users of
the water. Much like a mortgage on a house, repayment of the initial project construction
costs were amortized over many years in order that these project users could afford to pay
these costs back to the Federal government. These project beneficiaries also pay 100% of
their allotted share of operation and maintenance costs, with the government paying the
allotted federal share. As these projects continue to age, routine maintenance cannot
possibly keep up with the demand for the major rehabilitation needed in order to extend
their service life to meet the needs of present and future generations.

Reclamation has systematically planned such rehabilitation, and there are many large
projects ready to be reconstructed, some requiring extensive construction activities to
rebuild this large, complex water infrastructure. Reclamation’s Safety of Dams program
has continued to meet the construction needs to maintain the safety and security of large
federal dams and infrastructure that fails to meet today’s engineering standards. These
projects are not rehabilitation, as only design flaws that impact project safety and security
are repaired under this program. There are many projects in this program that are in need
of additional federal appropriations in order to begin construction, and would be excellent
candidates as economic stimulus projects. However, construction of the other
rehabilitation projects has stalled, with the non-federal share of the huge costs associated
with such construction activities simply added to the project beneficiaries’ annual
operation and maintenance bills, creating a financing crisis for project beneficiaries by
exponentially increasing their non-federal annual costs. As an example, | recall one
Reclamation water district annually paid O&M costs in the neighborhood of $500,000,
only to be confronted with a three year rehabilitation project (still not started) that
increased the water district’s annual O&M costs to over ten million dollars with no
financing program to extend repayment over a reasonable period of years. Even if
Reclamation were appropriated additional dollars through a stimulus spending bill to
fund these improvements, with no financing program or direction from the Congress, the
agency would still require repayment from the non-federal project users in the year the
funds were expended. The Omnibus Public Land Management Act considered in this
Congress contains legislation that would provide Reclamation with additional authority to
extend repayment of such costs, with interest, over a more reasonable timeframe based on
the life of the rehabilitation project.

In addition to proposed stimulus spending, innovative financing tools are needed to assist
with the updating and rehabilitation of water infrastructure. The 109" Congress provided
Reclamation with authority to develop a loan guarantee program. While this program has
yet to be offered to Reclamation customers, | believe it will provide a cost-effective
financing program for such projects. Besides direct loans and loan guarantees, another
innovative federal financing tool currently being considered for authorization is the tax-
credit bond, where federal income tax credits are offered in lieu of interest payments on





private loans made to public agencies, financing their long-term water infrastructure
needs interest-free and costing the federal government only a fraction of the total amount
borrowed. Such financing instruments will be essential in leveraging limited federal
funds to attract the private financial capital necessary to meet the needs of tomorrow’s
water infrastructure projects.

Rural Water

The need for a reliable source of clean, potable water is no more apparent than in many
rural areas of this country. Many Tribes still deal with inadequate and unsafe water
supplies on their reservations, and small communities across the Plains states and in the
Southwest are in dire need of such infrastructure. There are currently about ten
congressionally authorized rural water projects that Reclamation participates in providing
federal funds for construction activities managed by local construction entities (both
Tribal and non-Tribal entities). In my experience, there has not been adequate funding
made available to the various local construction entities to meet the capacity to build
these projects on an economical scale, with approximately $1.3 billion in funding needed
to complete these projects. Additional funding provided in a stimulus spending bill to
meet the construction capability of these entities would advance the construction phases
of these authorized projects, providing additional construction jobs and vital economic
activity in the process in both the short and long terms.

The Rural Water Supply Act of 2006, introduced by Senators Bingaman and Domenici,
provided the authority for Reclamation to develop a rural water program that could
ensure the best future rural water supply projects were advanced to Congress for
authorization and construction funding. Reclamation recently released an interim rule to
develop such a program and is currently seeking comments. Funding is authorized at $15
million annually to provide for appraisal and feasibility studies, as well as program
administration. Such studies will be necessary to determine the viability of a project and
provide recommendations to Congress for further authorization to construction. Funding
provided in a stimulus package could help establish this program and provide additional
projects that could be quickly ready to construct if authorized for federal funding. The
Act also provided Reclamation with authority for a loan guarantee program to assist in
financing a portion of construction costs for these projects, however the program has not
been offered by Reclamation at this time. Congress may need to provide direction and
guidance to Reclamation in developing a loan guarantee program to meet the financing
needs of rural water and other water infrastructure projects in the future.

Water Conservation, Recycling and Reuse

Water conservation and improved water management has been at the forefront of meeting
unmet needs in the West. There are many opportunities for new water conservation
activities that could help stretch existing water supplies, but many of these projects must
wait for available funding so they can be moved forward for construction. While at





Interior, | worked to establish the Water 2025 challenge grant program, and we always
received millions of dollars more in requests for grants than we had funding to award.
Integrated regional water management planning, automated water control structures,
SCADA systems, improved water measurement devices, system optimization planning
analyses, canal and ditch lining and piping, and other water conservation measures are
needed today and are ready to be installed at many locales across the Reclamation states,
but local funding alone has not been adequate to meet the demand for such infrastructure.
Additional federal funding for water conservation matching grants through Reclamation
in an economic stimulus spending bill would assist these local and state entities in
accelerating the construction and implementation of these projects, creating jobs and
associated economic activity in the process. This water management infrastructure
continues to be vitally important to the advancement of voluntary state-sanctioned water
banks and transfers that allow water to flow to meet unmet needs for people and the
environment while protecting the state-based water rights so important to Western water
users, and providing a cost-effective, collaborative process in providing for unmet water
supply needs.

Title XVI of P.L.102-575 provided Reclamation with the authority to develop a
demonstration and grant program for water reuse and recycling projects. Currently there
is a very large backlog of projects, requiring almost $600 million in federal cost share,
which are ready to begin construction but are waiting for the federal funding necessary to
finance these projects. These projects would provide new water supplies to communities
in dire need of additional water sources. Many of these authorized projects are in the
Southern California region, but there are some in other areas of the Southwest and West.
As this Committee is very aware, California is experiencing court-ordered restrictions
and other extreme pressures on their water supply as legal issues surrounding competing
uses for water in the state are sorted out, with endangered species, environmental
requirements, growing populations, and mounting drought conditions all contributing to
the current state of affairs. Millions of people in Southern California rely on imported
water from the Colorado River and from the Central Valley, and both of these sources
have been reduced in the past several years. The need to develop in-basin water supplies
in these areas has never been greater, and water reuse and recycling projects would
dramatically help in this effort. There are other projects, either congressionally
authorized or waiting for such authorization that could help divert flood flows into
groundwater basins and desalinate water from impaired groundwater or the sea, and these
projects need to be moved forward to construction as well. Again, innovative federal
financing tools are needed to attract private funding for the non-federal share of these
projects, as the municipal bond market have been severely restricted in the current credit
crisis.  Such financing programs should also be considered in an economic stimulus
package to spur investment in constructing these important public works projects.

Environmental Mitigation and Restoration Infrastructure

As water has been developed in the West over the last century, our nation’s
environmental standards have evolved into new laws and standards that drive the need to





mitigate water-related impacts to the environment and restore habitat important to the
survival of both endangered and threatened species, while preserving important fish and
wildlife populations treasured by generations of Americans. The results of our successful
water development and use in the West have also resulted in some negative impacts to
our environment, and there are many infrastructure projects that have been designed to
mitigate and restore natural systems while protecting the important use of water for
people. Currently, there are many robust collaborative environmental restoration and
protection programs that have infrastructure ready to construct, but are in need of
additional federal dollars to implement these projects. Programs like the Upper Colorado
River Recovery Implementation Program, the Platte River Recovery Program, the Middle
Rio Grande Silvery Minnow Collaborative Program, the Lower Colorado River Multi-
Species Conservation Program, the Columbia-Snake River Salmon Recovery Programs,
the Grand Canyon Adaptive Management Program, and the fisheries restoration and
passage improvement programs in Central Valley of California are all well established
and would benefit from focused stimulus spending that would begin construction on
shovel-ready projects that are needed for environmental restoration and fisheries habitat
improvement. Projects such as fish screens on existing water diversions, integrated
regional water management and conjunctive groundwater/surface water management
projects, selective withdrawal temperature control devices, habitat restoration and
mitigation projects, wetland water treatment facilities and green stormwater infrastructure
are but some of the many projects in need of immediate federal funds and/or financing to
begin construction. Most of these projects have substantial local and state funding
committed and are ready to move forward as federal dollars become available, making
them ideal candidates for economic stimulus spending.

Green Water-Related Energy Sources

Hydro-electric power sources do not produce greenhouse gases and are a reliable source
of energy in the West. Yet there are many opportunities to improve existing or provide
additional sources of hydropower across the West that are in need of immediate funding.
Providing federal funding opportunities for new, smaller hydroelectric plants where local
water delivery systems provide adequate conditions for operating these plants would
increase the use of renewable sources of energy and take advantage of existing water
infrastructure in developing these new sources of energy. Other renewable energy
sources are available on some Western water projects include solar, geothermal and wind
and with enhanced federal funding and financing opportunities, developing these “green”
energy sources could be accelerated.

Conclusion

In conclusion, spending additional federal dollars on “shovel-ready” water infrastructure
in these five areas will, in my opinion, not only meet the short term needs for jobs and
economic growth, but will provide long-term returns on the federal investment by
rehabilitating and upgrading existing water supply infrastructure, increasing the
availability of water in areas experiencing shortages, improving the environment for





wildlife and fishery habitat, and providing “green” sources of water and energy for the
future. Such investments will be necessary sooner rather than later, and using a portion
of a federal economic stimulus package is an ideal opportunity to provide much needed
federal funds to these important projects. Thank you for allowing me to provide my

personal views to the Committee, and | would be happy to answer any questions you may
have.

HiH
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Good Morning, Chairman Bingaman and Ranking Member Domenici. My name is Joe
Loper and | am the Vice President for Policy and Research at the Alliance to Save
Energy. As you are aware, the Alliance mission is to promote energy efficiency
worldwide. The Alliance works closely with a broad and diverse group of stakeholders,
including suppliers of energy efficient equipment and services, electric utilities, oil and
gas suppliers, large and small energy consumers, environmental organizations and
federal, state and local government agencies.

For 30 years, the Alliance has promoted federal policies to increase the nation’s energy
efficiency. There has never been a more important moment than now to initiate a serious
and aggressive energy efficiency program for this nation. | want to thank you and the
Committee for the opportunity to discuss the critical need to use energy efficiency as a
means to stimulate the economy, while creating jobs, lowering energy costs to the
consumer, and making our country more energy secure.

The economy is in serious trouble. We lost 2 million jobs lost last year, the worst since
the oil crisis of 1974. More than $10 trillion worth of wealth in homes and stocks has
evaporated since this time last year.' Economic news suggests we are in for a longer and
deeper slump than we have seen for at least the last couple decades. We need to do
something.

But given the sharply rising federal deficit, it is all the more important to make sure that
any incremental spending seen as essential for economic recovery also yields long term
value. The ability of the stimulus package to increase confidence of businesses and
consumers and banks will be enhanced if it is perceived as being part of a grander
strategy. " If the stimulus is used as a down payment on a new energy economy or to
prepare for climate legislation, our children will inherit something more than debt.

Energy Efficiency: The Front Line of the Clean Energy Economy

Energy efficiency is the cleanest, easiest and least expensive energy and carbon
abatement resource. It is widely seen as the first response to climate change, energy
security and other energy challenges. The US Chamber of Commerce, in a report
released in September, said “the next best source of new energy is the energy we can save
every day.”" Energy efficiency is unique among energy resources. It is a low-cost





resource. It has few carbon emissions. And there are no battleships are required. The
energy we save is a domestic resource, a secure one that we control, and most
importantly, one that produces jobs here in America.

Energy efficiency is already a big part of the nation’s energy economy — a silent partner
in meeting the nation’s demand for energy services. If not for energy efficiency
improvements made since 1973, America’s energy bill and related carbon emissions
would be 50 percent higher (150 quads instead of 100 quads).

Energy efficiency can contribute even more to the nation’s energy economy — McKinsey
estimates that base case demand in 2020 can be reduced by 21% of using technologies
and practices available today". But that doesn’t mean it’s free or always easy.
Significant barriers to wider acceptance of EE must be overcome, including lack of
consumer awareness and know-how, split incentives (e.g., where the landlord buys the
appliances, but the renter pays the energy bill), and lack of up-front investment capital.

Fully exploiting the potential of energy efficiency will require significant government
leadership and a combination of public and private investments. It’s a familiar story --
When the economy is good, there’s no time, when the economy is bad, there’s no money.
The stimulus package offers a rare (perhaps unique) opportunity to overcome this “cycle
of complacency.”

Fiscal Stimulus: A Down Payment on the Clean Energy Economy

Several years ago the Alliance brought together a coalition of two dozen organizations
and businesses (see attached list) and businesses to advocate for robust energy efficiency
appropriations. For the past five weeks the coalition has been working on developing a
list of stimulus program activities. In developing these recommendations, the coalition
was guided by the following five principles:

e Timely -- Recognizing that one of the major objectives of the fiscal stimulus is to
move money into the economy, we selected activities suitable for a two-year
funding cycle.

e Existing programs or institutions -- The coalition looked for existing programs
and institutions that can effectively absorb and spend the funds in a short time.
This will help to ensure that the rapid expansion of programs not be allowed to
undermine the effectiveness of those programs.

e Emphasis on training and infrastructure development -- The energy efficiency
deployment infrastructure can build up fast, especially in time of high
unemployment, but it requires training and infrastructure development. This
should be a major focus of a green stimulus package.

e Targeted -- The coalition has directed a significant amount of activity toward low-
income and unemployed people, providing direct assistance to reduce their energy
bills as well as training for future employment.





e Lasting benefits — Finally, we focused our recommendations on activities that will
provide real and lasting benefits to the economy and the environment, as well as
short-term economic stimulus.

The coalition’s recommendations are for funding increases over and above existing
program funding and would create more than 100 thousand jobs over the next two years,
including construction and manufacturing and the industries that supply them." The
recommendations include:

e State and local government buildings -- $4 billion to Department of Energy
(DOE) for grants for energy efficiency projects in state and local facilities. The
potential for energy efficiency investments in the public sector is between $35 and
$70 billion, and that fewer than 25 percent of all state buildings have had
comprehensive energy-efficiency retrofits." This recommendation would create
roughly 24 thousand jobs.

e Schools -- $3 billion to the Department of Education for grants for the repair,
renovation, and modernization of public schools, with the requirement that a
percentage of funding be used for improvements that make use of specified
energy efficiency and green building standards. This recommendation would
create roughly 18 thousand jobs.

e Federal buildings and facilities -- $1.2 billion to DOE to fund existing
requirements (under EPACT 2005 and EISA 2007) to conduct facility audits,
install advanced metering and make energy efficiency improvements in federal
buildings. An additional $1.3 billion of economic activity could be induced by
freeing up the existing backlog of energy services performance contracts held up
at the DOE General Counsel — this would require no additional federal spending.
Combined, these two recommendations would create roughly 15 thousand jobs.

e Weatherization Assistance -- $1.9 billion over two years to the Weatherization
Assistance Program. These funds would be used to increase the number of homes
reached by the program and provide training and investment necessary to meet
President-Elect Obama’s goal of one million homes weatherized annually. Initial
spending would involve significant on-the-job training for unemployed carpenters
and trades people to weatherize homes with at least tacit understanding that this is
an employment opportunity for the future. With twelve training centers and
hundreds of agencies already in place, the program can expand rapidly. This
recommendation would create roughly 11 thousand jobs.

e Home energy retrofits -- $2.8 billion to EPA for state-administered programs
intended to weatherize 1.5 million homes over two years. The programs would
provide rebates or low-interest loans for homes that achieve at least 10%, 20%, or
30% energy savings through combinations of measures with assumed energy
savings, Home Performance with Energy Star, or comprehensive retrofits based





on before and after energy audits. This recommendation would create roughly 22
thousand jobs based on federal funding alone.

e Public transit -- $2 billion to transit agencies to reduce fares and for expansion,
rehabilitation and modernization of transit systems.

e Manufacturing Assistance -- $50 million to DOE Industrial Assessment Centers -
- An existing network of universities provide free energy audits for local small
and medium sized manufacturers. Students actually conduct the audits with
supervision from professors, thus offering both training and energy savings
opportunities.

e Building Code Support -- $100 million to DOE to support training of builders
and state and local building code officials.

e ENERGY STAR -- $100 million to EPA to allow the ENERGY STAR program
to expand state and local programs, including Home Performance with ENERGY
STAR, label new categories of efficient products, and increase public outreach.

e Federal Appliance credit -- Make the federal tax credit manufacturers of high-
efficiency appliances refundable for 2 years. This will require a minor legislative
change and will drive investment and employment in manufacture of appliances
at the highest efficiency levels by providing cash-strapped manufacturers with
funds to invest in improved efficiency. The score should be minimal as it mostly
enables this year tax credits that were already scored when extended in September
(most of the credit is capped for each manufacturer). This provision will benefit
consumers by increasing production and decreasing cost of very high efficiency
refrigerators, dishwashers, and clothes washers.

Specific language is available for many of the recommendations.
Sustaining Momentum

At least a few tens of billions of dollars could be effectively absorbed over the next two
years to expand energy efficiency programs that already exist or that could be initiated
quickly with immediate energy savings and job creation. This would be a major increase
in public sector spending, which currently totals about $5 billion, and would represent a
major share of total private and public spending on efficiency.""

The proposed stimulus package offers one source of funding to start the job — but
additional action will be needed well beyond the next two years, both to sustain these
programs and to create a price for carbon. The ability to use stimulus funds to address
our energy and climate challenges is constrained by restrictions that they be spent within
a very short window of time. Lack of consensus about best approach for fiscal stimulus
argues for some diversity in the policy portfolio. A longer-term stimulus package





presented as part of a broad and credible strategic vision for the energy economy could
build greater confidence in the country’s overall economic prospects.

The Alliance to Save Energy appreciates the opportunity to testify and the Committee’s
and Chairman’s interest in using the stimulus package to provide bridge funding to a
clean energy economy. The recommendations we have provided will meet the objectives
of fiscal stimulus and start us down the road toward a cleaner, more secure and less
volatile energy economy.

" More than $8 trillion of stock valuation decline between Jan and October 2008 according to Wall Street
Journal Oct. 11, 2008, p.1. Home prices in September had fallen by one-fifth from prior year to $162
thousand. See Standards & Poor’s, “National Trend of Home Price Declines Continues Through the Third
Quarter of 2008 According to the S&P/Case-Schiller Home Price Indices,” Press release, November 25,
2008. There are roughly 75 million single-family homes in the US, thus 20% drop in value represents
roughly 2.5 trillion in housing value.

" The best approach to stimulating the economy is a point of contention among economists. Some argue
that stimulus should be “timely, temporary and targeted.” The notion is that the economy just needs a “shot
in the arm,” and that care should be taken to ensure the stimulus occurs when the economy is in a downturn
and not after it has already rebounded. Other economists argue that stimulus should be “permanent,
pervasive and predictable,” that people spend based on their expected income over their lifetime and that
the April 2008 stimulus had little or no effect on consumer spending. John B. Taylor, “The State of the
Economy and Principles for Fiscal Stimulus, Testimony before the Committee on the Budget, United States
Senate, November 19, 2008.

"' U.S. Chamber of Commerce, Blueprint for Securing America’s Energy Future, Institute for 21% Century
Energy, September 30, 2008, p.6.

" McKinsey Global Institute, Wasted Energy: How the U.S. Can Reach Its Energy Productivity Potential,
July 2007 <http://www.mckinsey.com/mgi/publications/wasted_energy/index.asp>

Y A “job” equals one job for one year. For example, ten thousand jobs could equal ten thousand jobs for
one year, five thousand jobs for two years, or two thousand jobs for five years. Job numbers in include
direct and indirect jobs, but not induced jobs (i.e., the “multiplier effect”). Job calculations based on
multipliers developed by Karen Ehrhardt-Martinez and John A. “Skip” Laitner, The Size of the U.S.
Energy Efficiency Market: Generating a More Complete Picture,” American Council for an Energy
Efficient Economy, Report Number EO83, May 2008, p.9.

' Personal correspondence, Don Gilligan, National Association of Energy Services Companies, December
2008.

vi Public sector spending for efficiency includes federal, state and local government spending as well as
required spending by electric and gas utilities. Estimates based on data from the Consortium for Energy
Efficiency (2008). The Alliance estimates total current spending for energy efficiency is about $40 billion:
2007 EE Quads was 1.35 higher than 2006 — 50.05Q vs 48.7Q. Assuming 10-year average life of EE
measures and $40/million Btu cost of conserved energy (consistent with 4 cents/kwh), the spending for that
1.35Q annual energy saving equals $40b.






2610 Tennessee Avenue
St. Louis, MO 63118
314-772-6047

Smart Future

December 16, 2008

U.S. Senate Committee on Energy and Natural Resources
304 Dirksen Senate Building
Washington, DC 20510

Dear Ms. Calabro:

Thank you for receiving my call today concerning the desire to present at the Wednesday hearing
regarding investments in clean energy and natural resources projects and programs to create green
jobs and to stimulate the economy. As | mentioned | represent former leaders of NASA and other
scientists in their company as well as the residents of eleven communities along the Mississippi River
in southwestern Illinois. | have attached to this letter the communication that was sent in July to
President-Elect Barack Obama by the eleven mayors of those communities.

Equitech International, LLC (El) is a consortium of 23 sister companies holding all of the licenses
and patents for an advanced renewable energy system (ARES). These former leaders of NASA/JPL
have developed and proven two concepts that they propose to merge into one national exemplar of
stand-alone, emissions-free power that can kickstart a new ARES industry of exportable replications
worldwide. The two concepts have been previously proven at the cost of $55 million. Proofs of
concept on Solar Fuel Cell Regeneration (SFCR) and Waste Steam Reform System (WSRS) are
ready for design-build construction by a turnkey contractor, Whiting Turner. The WSRS component
processes the worst waste elements in society (medicinal, industrial, and agricultural).

Equitech has partnered with the Metro East Citizens Land Cooperative (MECLC), a community
investment corporation, to build the 7.5MW E-Macrosystem power plant and manufacturing center in
East St. Louis where the surrounding communities would benefit from the 2,300 green jobs created
by the demonstration alone. The exemplar is 105,000 s.f. with 90,000 s.f. available for EI/MECLC’s
first committed tenant, a solar energy products manufacturer. The exemplar will cost $65,000,000 to
construct. Due to the numerous profitable by-products of the E-Macrosystem, debt service on
replications is short term. By products include premium power demanded by pharmaceuticals and
computer chip industries, pure water, hospital-grade methanol, and more.

In addition to having national and international implications, the economic stimuli in the eleven
impoverished communities of the MECLC include the dividends that will be paid directly to resident
shareholders of the community investment corporation, income tax, and retail tax revenues. Please
see the attached list of benefits for supporting the E-Macrosystem and consider inviting El to speak
on Wednesday. The CEO is located in Washington, DC, and would be available on short notice.

Sincerely,

Laura Filbert Zacher
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E-MACROSYSTEM, 7.5 MW ADVANCED RENEWABLE ENERGY SYSTEM

BY EQUITECH INTERNATIONAL, LLC with
METRO EAST CITIZENS LAND COOPERATIVE

Equitech International LLC and Metro East Citizens Land Cooperative (MECLC) would
like to stress the following point pertaining to the importance of funding the first project:
the emissions-free E-Macrosystem power plant and shell building that will support
manufacturing of advanced renewable energy system components for nationwide and
worldwide export from the Metro East St. Louis, Illinois area:

OPPORTUNITIES

1.

Advanced Renewable Energy Systems (ARES) manufacturing is a new industry that
will contribute to the ECONOMIC BASE of any community.

The E-Macrosystem will create 2300 new jobs that are considered “good jobs” that
pay well and provide benefits.

The Waste-to-Energy component of the E-Macrosystem processes the worst toxic
waste and provides a solution to industrial waste handling within the State and
elsewhere.

The success of the E-Macrosystem holds the promise for the national, state local
expansion opportunities through replication of the E-Macrosystem in new markets.

In addition to producing 7.5 MW of Premium Power, the E-Macrosystem generates
other products to sell and additional revenue streams that contribute to economic
feasibility.

MECLC’s partners are prepared to expand manufacturing of advanced renewable
energy systems components in the Metro East as soon as the national demonstration
E-Macrosystem pilot is built.

The E-Macrosystem should qualify for support from various Federal agencies because it:

Offers premium power capable of being independent of (or linked to) the utility grid
and capable of supporting battery-powered “plug-in” vehicles.

Supports needs in remote locations. (Solar fuel cell regeneration produces electric
power, heat and water from recycling of all forms of organic waste, including
biomass).

Can be mobile, including marine capabilities when replicated on a ship. (When
unique systems patent is commercialized, ships can be moved from port-to-port using
the two technologies of the national demonstration / pilot project.)

Can be applied to reduce the costs of penal systems by enabling prisoners to produce
marketable components and profits for victim restitution, family support, prison
operations and related enterprises in the communities in which they locate.

Has been proven to have tunnel-safe transport implications through the use of its solar
fuel cell regeneration power — no threat in tunnels, non-combustible.
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“How do we make the world work for 100% of humanity in

the shortest time pos§ible through spontaneous cooperation

without ecological offense or the disadvantage of anyone

R, Buckminster Fuller
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MECLC — Metro East Citizens Land Cooperative
715 North 76" Street, East St. Louis, Illinois 62203

MECLC 2008
Board of Directors

Mayor Alvin Parks
City of East St. Louis

Mayor Ed Hagnauer
City of Granite City

Mayor Randy McCallum
Village of Alorton

Mayor Frank Bergman
Village of Cahokia

Mayor Nathaniel
O’Bannon
Village of Brooklyn

Mayor Mark Jackson
City of Centreville

Mayor William Moore
Village of Hartford

Mayor Avery Ware
City of Venice

Mayor John Hamm
City of Madison

Mayor Alex Bregen
Village of Fairmont City

Mayor John Thornton
Village of Washington Park

Col. Michael Morrow, Ret.
Morrow Group USA, Inc.

July 18, 2008

John C. Kluczynski Federal Office Building
230 South Dearborn St.
Suite 3900 (39th floor)
Chicago, Illinois 60604

Dear Senator Obama:

On behalf of the citizens of the Metro East Communities we would like to introduce you to a
new and exciting economic enhancer called the E-Macrosystem that we are working hard to
deliver to our region. We are asking you to support our efforts as we work to build our
communities, establishing hope and bringing real change to America from the grass roots.

First, thank you once again for your inspiring message of hope and change you delivered to
the U.S. Conference of Mayors on Saturday, June 21* 2008. Your points of being a partner
with American cities and making everyone understand that American cities are the solution
and not the problem help us to know that you will do what it takes to strengthen our
communities.

You have also discussed that green energy is an economic enhancer and builds hope for
families. We are working with an exciting new economic enhancer for our communities that
needs your support. Here are the key benefits that the E-Macrosystem brings to our regional
communities:

1. Green Energy

2. Environmental clean up of medical, industrial, agricultural and municipal waste streams
3. Creation of 2,300 jobs per system

4. Citizen Ownership

The Mayors listed in the left hand column of this letter have been working together to form
the Metro East Citizens Land Cooperative (MECLC). I presently serve as the President of
MECLC with the support of the Mayors of Granite City, Cahokia, and Brooklyn serving as
officers with me on the Executive Board.

The MECLC has been working to develop a demonstration model of advanced renewable
energy systems that will be owned by our community residents as citizen-owners. This exciting
national demonstration of advanced renewable energy will generate 2,300 new jobs in our
community that is currently experiencing 31% poverty.
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The renewable energy systems we are working with are called the E-Macrosystem. The E-Macrosystem is an
integration of two proven technologies in Solar Fuel Cell Regeneration and Waste Steam Reform Systems
combined to create a stand-alone, emissions-free 7.5 MW power plant and manufacturing center. The MECLC
E-Macrosystem national exemplar can be replicated and exported for national and world-wide use, solving
problems of waste clean-up (e.g. agricultural, industrial, medical and municipal waste streams), contributing
emissions-free power to power grid systems or remote locations where electricity is not available, and fostering
development of clean energy industry everywhere. Utilizing the E-Macrosystem’s capacity for marine
applications will be beneficial for military and domestic uses such as delivering green power to hospitals.

We are requesting your support for our project. We are excited about your vision for America’s future; and we
support you in your pledge to bring our nation’s leaders together to join us in our efforts to effect real,
meaningful change in our communities. I can be reached anytime; my cell phone number is 618-795-5969. 1
look forward to discussing how we can bring these innovations to fruition to serve the residents of Illinois and

our nation.

Sincerely yours,
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Mayor Alvin Parks
President MECLC

Copies furnished:

Senator Richard Durbin

Congressman Jerry Costello

Congressman John Shimkus

State Senator William R. Haine

State Senator James F. Clayborne Jr.

State Representative Wyvetter H. Younge

State Representative Dan Reitz

State Representative Daniel V. Beiser

Governor of Illinois, Rod Blagojevich

Lieutenant Governor, Pat Quinn

Patrick Davis, Illinois Department of Commerce
and Economic Opportunity

Alan J. Dunstan, Madison County Board Chairman

Mark Kern, St Clair County Board Chairman

Terry Beach, Director Economic
Development St Clair County

Frank Miles, Director of Planning and
Development Madison County

James B. Bullard, CEO, Federal Bank, St. Louis

Under Secretary C. H. Albright, DOE & Environment

Larry Stotts, DOD - Defense Advanced Research
Projects Agency

Deputy Assistant Secretary Nelson Bregon, HUD

Ray Willis, Region V HUD

Mayor Alvin Parks, East St Louis

Mayor Ed Hagnauer, Granite City

Mayor Randy McCallum

Mayor Frank Bergman, Village of Cahokia

Mayor Nathaniel O’Bannon, Village of Brooklyn

Mayor Mark Jackson, Village of Centerville

Mayor William Moore, Village of Hartford

Mayor Avery Ware, City of Venice

Mayor John Hamm, City of Madison

Mayor Alex Bregen, Village of Fairmont City

Mayor John Thornton, Village of Washington Park

Colonel Michael R. Morrow, Ret., Morrow Group

USA, Inc.

715 No. 76™ Street, East St. Louis, Illinois 62203






MMAGELLAN

MIDSTREAM PARTNERS, L.P.

BRUCE W. HEINE

Director Government and Media Aflairs
One Williams Center mD 28-8

Tulsa, OK 74172

(918) 574-7010

(918) 574-7019 (fax)
bruce.heine@@'magellanlp.com

The Honorable Jeff Bingaman December 9, 2008
United States Senate

703 Hart Senate Office Building

Washington, DC 20510

RE: Loan Guarantee for Renewable Fuel Pipelines
Dear Senator Bingaman:

Magellan Midstream Partners, L.P. owns and operates the longest refined petroleum pipeline in the United
States, which crosses thirteen states and over 8,500 miles of pipeline. We have partnered with Buckeye
Partners, LP, which owns and operates nearly 5,400 miles of refined petroleum pipeline. Our collective goal
is to develop the first ever “dedicated ethanol pipeline,” which we call the “Independence Pipeline.” The
Independence project is a 1,700 mile, $3.5 billion renewable fuel pipeline project, which originates in lowa
and ends in New York Harbor. The project would create hundreds of construction jobs in the next few years
and over 100 operating jobs over the life of the project, and would safely and efficiently deliver more than
10 million gallons of ethanol per day to millions of northeastern motorists.

This large-scale renewable fuel pipeline project is dependent on a federal financing option through a new
loan guarantee program at the Department of Energy. We would encourage you to consider the inclusion of a
renewable fuel pipeline loan guarantee program as you prepare new legislation designed to stimulate our
economy. These important infrastructure jobs will peak in 2 - 3 years which will help sustain the economy as
other parts of the stimulus package wind down.

This project meets the criteria for new investment that will help build a new clean energy economy and
advance the next generation of biofuels and fuel infrastructure.

Congress has indicated renewable fuels will have an increasingly important role in our domestic energy policy
and the growing national demand for renewable fuels will create potential opportunities to construct more
efficient transportation infrastructure across the United States. We believe the necessary long-term solution
for efficient renewable fuel transportation is a large-scale pipeline system.

We urge you to include a new loan guarantee program for a dedicated ethanol pipeline system in the

upcoming economic stimulus package. | look forward to discussing this issue with you and other Senators in
greater detail. Please contact me accordingly at 918-645 -8989.

Sincerely

Bruce W, Heine






Statement of Cassandra Moseley, Ph.D.
Ecosystem Workforce Program
Institute for a Sustainable Environment
University of Oregon
To the U.S. Senate Energy and Natural Resources Committee
Regarding Investments in Clean Energy and Natural Resources Projects and Programs to
Create Green Jobs and to Stimulate the Economy
December 10, 2008

Mr. Chairman and Members of the Committee:

Thank you for the opportunity to speak before you today about the critical issue of how
the public land management agencies can use green job development to stimulate the economy
today and create the foundation for a strong, sustainable economy in the long term.

I am on the faculty of the University of Oregon, where | direct the Ecosystem Workforce
Program in the Institute for a Sustainable Environment. The Ecosystem Workforce Program
(EWP) was founded in 1994 to help retrain displaced forest workers and build a green economy
in the Pacific Northwest. Today, EWP seeks to build ecological health, economic vitality, and
democratic governance in rural natural resource communities in the American West. It is a
partner in the Rural Voices for Conservation Coalition, which promotes balanced conservation-
based approaches to the ecological and economic problems facing the West.

Today, | want to argue that the restoration and maintenance of our nation’s forests and
grasslands, acceleration of wood-based energy development, and the greening of federal
facilities offer significant opportunities to stimulate the economy in the short term by providing
jobs in regions and sectors that are likely to be hit particularly hard by this deep recession. With
$8.5 billion, the Forest Service and Bureau of Land Management (BLM) estimate that, together,
they could create approximately 127,000 direct jobs over the next one to three years.*

In addition, by making these investments today, we can create the foundation for a
sustainable economy, in which our public lands and rural communities play a vital role in
providing our nation with a wide array of ecosystem services ranging from carbon sequestration,
clean air and clean water to wood products and renewable energy.

Economic and Environmental Challenges

It is clear that we are in a severe recession, which economist Nouriel Roubini predicted in
October would last at least two years, with some risk of it lasting a decade.? We need a large
infusion of government spending to stimulate the economy to dampen the effects of the rapidly
contracting economy on families, businesses, and communities and to prevent a prolonged (e.g.

! “Green Jobs: Economic Stimulus through Training and Land Restoration, United States Forest Service”,
Memorandum from Doug Crandall, USDA Forest Service to Scott Miller, U.S. Senate Energy and Natural
Resources, December 2, 2008; “BLM - Potential Economic Stimulus Projects within a 2.5 year timeframe”,
December 8, 2008.

% Nouriel Roubini, Written Testimony, Hearing on Faltering Economic Growth and the Need for Economic
Stimulus, the Joint Economic Committee, U.S. Congress, October 30, 2008.





decade-long) recession. It is critical that Congress act now by focusing on spending that can
employ workers quickly.

Despite the constant barrage of news stories about the economy, there has been much less
news about how the economic crisis is impacting rural America. Even before this current
economic crisis, rural America faced significant economic challenges. Over 90% of the nation’s
200 poorest counties are rural. Now, in the rural West, conditions are deteriorating rapidly. For
example, from October 2006 to 2008, Oregon lost 17 percent of its wood products manufacturing
jobs and logging jobs, most of them in the last 12 months.®> Unemployment rates in many
Western and Southern rural counties are above 9 percent.*

In addition to the rapidly worsening economic situation, we are facing a longer-term
decline in the conditions of our public lands. For more than a decade, the budgets of the land
management agencies have been flat or declining while fire suppression costs have increased
dramatically.® This budget squeeze has meant that the land management agencies have fallen
farther and farther behind in addressing problems such as fire hazard, the spread of noxious
weeds, degraded wetlands and wildlife habitat, and decaying roads, trails, and recreation sites.
Today, we face expensive wildfires, growing risk of road failure, and reduced capacity to
provide a wide variety of ecosystem services. If we are to create green jobs today and build the
foundation of a sustainable economy long into the future, we must address the conditions of our
nation’s forests and grasslands.

Moreover, the United States needs to rapidly reduce greenhouse gas emissions and
increase carbon sequestration. The federal land management agencies, as the managers of vast
amount of carbon, must play a central role in reducing emissions, increasing sequestration, and
restoring and maintaining ecological resilience in the face of climate change.

Green Jobs Today, Long-Term Benefits

There are three strategies that the Forest Service and BLM could use to create a
significant number of jobs immediately while investing in the long-term economic future of
America. These strategies are: restoration and stewardship of our nation’s forests, grasslands,
and rivers; sustainable wood-based energy development; and the greening of federal facilities.

Land stewardship— There are broad-reaching and diverse activities that the land
management agencies could pursue to create jobs in the short term, including fire hazard
reduction, restoration of watersheds and wetlands, road decommissioning and maintenance,
wood bridge repair and construction, wildlife habitat improvements, control of noxious weeds
and invasive species, range restoration, remediation of orphaned wells, abandoned mine
reclamation, trail and recreation site maintenance, wildlife surveys, and the planting and
maintaining of riparian and urban trees.

Several billion dollars per agency is a major commitment, and yet it would only begin to
address the ecological and infrastructure needs of the public land management agencies. One

® Oregon Employment Department, Current Employment Statistics, http://www.qualityinfo.org/olmisj/CES,
accessed 12-3-2008.

* Bureau of Labor Statistics, Local Area Unemployment Statistics, Unemployment Rates by County, October 2007-
September 2008, http://www.bls.gov/lau/maps/twmcort.pdf, accessed 12-7-08.
http://www.qualityinfo.org/olmisj/AllRates, accessed 12-7-08.

> USDA Forest Service, Agency Transition Document, November 5, 2008.
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2002 Forest Service and Department of Interior team estimated, for example, that the agencies
may need at least $1.4 billion in additional funds annually to make significant inroads into
reducing ecological and community risks to wildfire.® Similarly, the Forest Service alone has
close to an $8 billion road maintenance backlog.’

In addition to the immediate jobs benefits, investments in land stewardship would help
maintain the business capacity to care for our nation’s forests and grasslands in the long term.
Moreover, significant investments in fire hazard reduction in places that are at most risk to
wildfire could create significant cost savings to the government and reduce greenhouse gas
emissions. Two recent studies in the Southwest find net benefits from fuels reduction in the
range of $240 to $1,400 per acre in reduced suppression costs and avoided losses.? Similarly, a
recent study estimates that fire hazard reduction can reduce net carbon emissions from forests by
as much as 98 percent.® Other kinds of restoration can also create considerable long-term
economic benefits; river and road restoration, for example, increase commercial and tribal
fisheries and reduce risks to drinking water supplies.

Wood-based energy development—In addition to conducting fire hazard reduction, we
need to develop businesses and markets that can use the woody material that is the byproduct of
these treatments to create heat, electricity, and value-added wood products. By expanding the
existing Forest Service woody biomass grants program, we could create jobs in the short term
conducting feasibility studies and constructing wood heat and co-generation facilities. More
significantly, these investments can help lower the costs of fuels reduction treatments over time.
They would also reduce our dependence on fossil fuels and increase our use of renewable
energy. In addition, conversion to wood heat can create substantial cost savings for schools,
hospitals and other public buildings, thereby saving public dollars. For example, a small high
school in Enterprise, Oregon, recently-installed a wood heat boiler that is expected to generate
annual savings equivalent to maintaining 4-8 percent of their teaching staff.™

Greening facilities—Land management agencies could invest significant funds in greening
their facilities. They have a stock of aging buildings that could be upgraded to reduce their
carbon footprint through weatherization, conversion of heating, cooling, and electrical systems to
wood or other renewable energy sources, and installation of energy-efficient lighting. In
addition to providing jobs via contracting and job training programs, this strategy would have
critical long-term benefits including reduced greenhouse gas emissions and costs to the
taxpayers.

® GAO, Wildland Fire Management: Important Progress Has Been Made, but Challenges Remain to Completing a
Cohesive Strategy, GAO-05-147, January 2005.

T USDA, Forest Service, Fiscal Year 2005 Forest Service Budget Justification, sec. 10, p. 33, 2004.

8 C. Larry Mason, et al., “Investments in Fuel Removal to Avoid Forest Fires Result in Substantial Benefits.”
Journal of Forestry, 104(1):27-31, 2006. See also, Gary Snider, P.J. Daughtery, and D. Wood, “The Irrationality of
Continued fire Suppression: An Avoided Cost Analysis of Fire Hazard Reduction Treatments Versus No
Treatment,” Journal of Forestry, 104(8):431-7, 2006.

° Matthew D. Hurteau, George W. Koch, and Bruce A. Hungate, “Carbon Protection and Fire Risk Reduction:
Toward a Full Accounting of Forest Carbon Offsets,” Frontiers in Ecology and the Environment, 6(9):493-498,
2008; Matthew D. Hurteau and Malcolm North, “Fuel Treatment Effects on Tree-Based Forest Carbon Storage and
Emissions under Modeled Wildfire Scenarios, Frontiers in Ecology and the Environment, 7, 2009.

19 Resource Innovations, Wood Heat Solutions: A Community Guild to Biomass Thermal Projects, 2008. Nils
Christoffersen, Wallowa Resources and Enterprise School Board, Personal Communication, 12-8-08.





Jobs Estimates

The Forest Service estimates that it could spend $5.5 billion over the next one to three
years on land stewardship, wood-based energy development, and the greening of its facilities
and could create as many as 90,000 jobs.'* Similarly, the BLM estimates that it could spend
roughly $3.0 billion over the next two and a half years, creating over 37,000 direct jobs and
nearly 22,600 indirect and induced jobs performing a wide variety of landscape restoration and
stewardship activities.?

There is little empirical research or analysis about the costs of creating one full time
equivalent restoration or stewardship job. Part of the challenge of creating accurate jobs
estimates is the huge diversity of activities involved in restoration and stewardship. However,
assuming Service Contract Act wage rates, it seems reasonable to assume that restoration-based
green jobs costs between $60,000 and $150,000 per direct full time equivalent job, depending on
the type of work.

It is easy to get caught up in the numbers game of predicting how many jobs a particular
initiative would provide. It is tempting to assume that more jobs are necessarily better. However,
it is important to keep the issue of job quality*® in mind. More jobs per billion dollars often
means that these jobs are lower paid. Although low wage jobs may be appropriate for youth
entering the workforce for the first time, these sorts of jobs will not help keep children and
families fed, clothed, and in their homes. More important than the exact number of jobs that will
be created, what is essential is that this stimulus package provide jobs for working people and
familiel§1 who will spend the money they earn on essentials, creating a significant multiplier
effect.

Regardless of the exact cost per job, public lands stewardship, greening of public lands
facilities, and wood-based energy development all fit the bill. While extremely varied in types of
activities, they will all employ large numbers of working people in activities that will have
lasting effects by building the foundation of a green economy and reducing government expenses
in the future.

Getting it Done

Clearly, one central consideration has to be whether the federal land management
agencies can spend this money quickly—much of it in the next several months, and all of it in
the next few years. There are a number of factors in place that suggest that they can do this.

First, all of the activities proposed here can be accomplished using existing authorities
and programs. Although spending these funds effectively will require the focus and coordination
at all levels, the agencies will not need to develop new rules, regulations, or programs.

1 “Green Jobs: Economic Stimulus through Training and Land Restoration, United States Forest Service”,
Memorandum from Doug Crandall, USDA Forest Service to Scott Miller, U.S. Senate Energy and Natural
Resources, December 2, 2008.

12 Bureau of Land Management, “BLM - Potential Economic Stimulus Projects within a 2.5 year timeframe”,
December 8, 2008.

3 The Ecosystem Workforce Program defines a quality job as one that provides family-supporting wages and
compensation, a safe and health workplace, long duration employment, structured training, opportunity for
advancement, and the ability to work close to home.

 Roubini, Written Testimony.





Second, it will be critical for the Office of Management and Budget, the departments, and
agencies’ budget staff to work without delay to transfer funds and spending authority to field
units. While traditional allocation processes often take months, simply by prioritizing fast action
on stimulus funds, the process could move much more quickly.

Third, the agencies will have to prioritize projects with complete environmental analysis
or limited analysis requirements, at least initially. However, the agencies appear to have a
reasonable shelf stock of restoration and stewardship projects for the first year. For example, the
Forest Service estimates that it has 5 million acres of NEPA-ready fire hazard reduction projects.

Fourth, the land management agencies have a wide array of implementation tools that can
get money to the businesses and workers quickly. The land management agencies should spend
the bulk of the funds via service contracts, stewardship contracts, and cooperative agreements,
which they can offer and award relatively quickly. To do so, however, they will probably need to
increase contract and agreements staffing to write new and amend existing contracts and
agreements.

In addition, the agencies have significant capacity to hire temporary and seasonal
employees and use the Economic Action Program, AmeriCorps, Youth Conservation Corps, and
Jobs Corps to combine job training with stewardship activities. Appropriately mixed with
service and stewardship contracts and agreements, these programs can train young workers and
get projects done quickly. The Forest Service estimates, for example, that they would create
5,000-7,000 jobs using these sorts of training programs. If this training done in partnership with
local community organizations, as was done in the Jobs in the Woods and Hire the Fisher
programs, the economic effects would be greatly enhanced.

Summary Recommendations

1. Act immediately to provide economic stimulus in the range of $2.0 billion to $3.5 billion
per agency for Forest Service and the BLM, to remain available until September 30, 2010. The
focus of spending should be on building a rural green economy. Priority activities should
include:

A. Restoration and stewardship activities that will provide green jobs immediately and
long-term benefits of improved ecosystem services, sustainable economic
development, and reduced costs to the government.

B. Actions that will benefit segments of society that are likely to be hardest hit by the
recession and are most dependent on public lands, especially those workers and
businesses that live and work in isolated, rural public lands communities who are not
likely to benefit from the larger economic stimulus package.

C. Expansion of the Forest Service grants programs that support the development of
woody biomass utilization, including for renewable heat and power.

D. Projects that have the potential to reduce green house gas emissions, sequester
carbon, or increase ecological resilience to climate change. Land management
activities could include, for example, fire hazard reduction, urban and riparian tree
planting, and range restoration. Facilities improvements could include, for example
weatherizing buildings and replacing aging heating and cooling systems with more
efficient wood heat boilers, solar panel insulation, and energy efficient equipment and
lighting.





E. A wide range of forest, watershed, wildlife and fisheries restoration projects that are
NEPA-ready now or could be NEPA-ready within a year.

F. Land stewardship activities that require little or no NEPA analysis, such as plant,
wildlife, cultural resource surveys, and boundary line delineation, and other technical
activities.

G. A wide range of recreation, trails, and roads projects that would reduce the risk of
catastrophic road failures and reduce stream sedimentation, which are NEPA-ready
now or could be NEPA-ready within a year.

H. Increasing the number of contracting officers and agreements coordinators to help
award contracts and agreements more quickly.

I.  Funding for the Department of Labor and the land management agencies to increase
oversight of contractors to ensure that they comply with safety and labor laws,
especially in the areas of thinning and reforestation.

2. Address basic needs. Over the coming months, more families will struggle to meet basic
needs such as food and heat. Ensure that communities surrounded by public lands have adequate
access to fire wood and non-timber forest products for subsistence use. This may require
temporarily increasing the staffing to set up designated sale areas, process permits, and ensure
that resources are managed sustainably.

3. Prohibit guest workers from employment on contracts using economic stimulus funds.
Inviting guest workers into the country to perform these activities would likely reduce the
stimulating effect, as wages may be spent abroad. If contractors cannot find domestic workers to
perform particular activities, these activities should be included in job training programs.

4. Halt administrative actions that would worsen economic conditions in rural and other
distressed areas. The Forest Service has been selling buildings, consolidating units, and moving
staff away from rural areas over the past 15 years. Continuing these activities is not appropriate
in this economic climate. The Forest Service and DOI should, for example, place a moratorium
on the sale of buildings so as to not further depress commercial building prices and forego the
consolidation or relocation of units or staff that would lead to a net transfer of federal personnel
out of rural or other economically distressed areas.
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PREPARED STATEMENT
JOHN HUBER
SECRETARY
NATIONAL ASSOCIATION FOR OILHEAT RESEARCH AND EDUCATION

BEFORE
THE SENATE ENERGY AND NATURAL RESOURCES COMMITTEE

DECEMBER 10, 2008

Chairman Bingaman and Ranking Member Domenici, on behalf of the men and women
who deliver heating oil to consumers throughout the country and our colleagues who continue to
work to develop new more efficient furnaces and boilers, we appreciate the opportunity to share our
views for clean energy and natural resources projects and programs that can create green jobs and to
stimulate the economy. Unlike many of the suggestions you are likely to hear today, our
recommendation can be accomplished without any federal money, but will continue to provide
major benefits to consumers.

Next year, as part of a comprehensive energy bill, we urge this Committee and the Congress
as a whole to include the provisions of S. 3442, a bill introduced by Senators Reed and Snowe to
reauthotize the National Oilheat Research Alliance Act of 2008.

Congress enacted the National Oilheat Research Alliance Act of 2000 to authorize the
heating oil industry to conduct a referendum to create the National Oilheat Research Alliance
(NORA) and to permit a small fraction of the wholesale price of home heating oil to be set aside to
fund important research and development, energy conservation, safety, training, and consumer
education initiatives. Since its enactment in 2000, the Act has benefited millions of American
consumers of home heating oil, at no cost to the federal government. Some examples:

Energy Efficiency Improvements. Working with Peerless Boilers in Pennsylvania, NORA created
the first American condensing boiler, which is rated at 93 Annual Fuel Utilization Efficiency
(AFUE), seven points higher than the typical boilers found in American homes, which have a rating
of 86 AFUE. In cooperation with Adams Manufacturing, NORA developed the Spartan condensing
furnace, which has a rating of 95 AFUE. Typical American furnaces are rated at 84 AFUE.

Potential Annual Savings. In cooperation with the New York State Energy Research and
Development Authority, NORA developed a seasonal rating system for boilers. This system is
designed to show typical operation over the season, instead of at peak operation. This research and
the calculator developed from it shows that many homeowners could reduce their consumption
substantially, saving between $20,000 and $40,000 over a twenty-year period.

Edncation and Safety. No energy efficiency improvements can make it to the consumer
without a strong push. To that end, NORA developed an energy efficiency certification, the Gold





Certificate, that is designed to train technicians on how to provide comfort, a safe system, and
improve the energy efficiency of the home. To date, over 1000 technicians that have been certified.

In addition, NORA has developed a simple test for evaluating the safety of tanks based on
EPA’s tests for commercial systems. With this simple inventory test, tanks can be inspected and
evaluated for $80-100 versus the current norm of $400-500.

NORA conducted testing with Underwriters Laboratory to determine whether biofuels
could be safely used in heating equipment. This study has encouraged manufacturers to extend
warranty coverage to systems using biofuels, and will be used to redefine heating oil as containing
biodiesel.

The Reed-Snowe bill would improve the operation of NORA and ensure that the heating oil
industry and consumers can continue to reap the benefits of the check-off program. First, the
proposed legislation would eliminate the sunset provision, which otherwise will require that the Act
be reauthorized every five years. Eliminating the sunset provision will ensure continuity of contracts,
and allow for long-term planning and initiatives, without the uncertainty caused by the need for
frequent reauthorization measures. Second, the definition of oilheat would be expanded to include
blendstocks used for home heating, including new cleaner biofuels. Third, the funding mechanism
would be modified to bring it into conformity with the propane check-off program. Finally, the bill
makes technical changes to address problems identified since 2000 (e.g, establishing a mechanism for
additional States to join).

The Reed-Snowe bill would provide the best means for enabling the heating oil industry to
finance R&D, training, safety, and consumer information without the use of federal tax dollars. We
thus urge you to include the provisions of S. 3442 as part of a comprehensive energy bill next year.






1 Massachusetts Ave. NE
Washington, DC 20002
(202) 842-2092
www.ncaf.org

NATIONAL COMMUNITY OUNDATION

CTION

Statement of David Bradley, Executive Director
To The Senate Energy and Natural Resources Committee
Wednesday, December 10, 2008

THE WEATHERIZATION ASSISTANCE PROGRAM
AS AN ECONOMIC STIMULUS TooL

Mr. Chairman, Ranking Member Domenici, thank you for scheduling this inquiry into how energy
programs can meet the challenge of creating many new jobs quickly. The National Community
Action Foundation represents the local Community Action Agencies that deliver over 80% of the
Weatherization Assistance Program (W.A.P.) services. We were delighted when the Chairman
mentioned the role this time-tested program can play during last week’s interviews, and we
thank you for the vote of confidence.

We support, and our membership can deliver, a $2 billion two-year “Weatherization Stimulus”
initiative that can sustain more than 47 000 annual homebuilding industry jobs over two years
while giving very low-income consumers $ 350-500 in annual savings to use for other
necessities. (CBO estimates avoided costs like food and energy savings for low-income
consumers produce $1.73 of GDP for each dollar of cost reduction.")

How Is A STimuLUS W.A.P. DIFFERENT FROM TODAY’S PROGRAM,
THE “Core” W.A.P.?

It can focus on:

Direct employment and retention in agencies and private contractors

e Training thousands in specialized “green-collar” skills
e Total cost-effective energy savings per program
¢ Capital/equipment/durable goods purchases: e.g. vans, crew equipment, home heating
systems, other major appliances
Instead of:
e Number of units weatherized
o Capped average cost-effective spending per-home, which means limited work, because
of limits on average cost
¢ Minimal investment in furnace replacement and other major “capital investments”
e Gradual transfer of specialized green-collar skills and technology
And..

It can add a one-time quick-start, job-creating element: a major home repairs program,
Weatherization-Fix, that will invest up to 25% of funds in:

Replacing roofs

Installing high-efficiency furnaces

Repairing broken floors, window, or doors

Bringing electrical systems to safety code standards






However, there are statutory constraints that would constrain and delay the new investments
and the employment impact of the program unless they are changed, and we ask the
Committee’s support for the necessary changes. The unwieldy limitations include: the ceiling on
the average investment levels per home, on the specialized training and on some elements of
program operations Without added flexibility and expanded program purposes, as explained
below, we believe that no more than $1 billion, or half, could be spent over two years.

Each key program element is discussed below with the statutory or policy changes it requires, if
any. Some will prepare the program to meet the challenge of permanent expansion that meets
the needs of a carbon-constrained nation; others are temporary to meet job-creation goals.

The proposed growth to $2 billion is rapid, but not exponential. The Weatherization network
already has about $1 billion from all funding sources in the current fiscal year (with the $250
million in the CR). Its PY 2007 total funding was $779.5 million; its PY 2008 total was $772
million." A 2009 W.A.P. program with an additional $750 million this year will be just over
double (225%) of its size in 2008. States’ percentages will vary considerably by region. Great
need and opportunity for CO2 reductions lies with warm states’ especially inefficient low-income
housing stock, where the program penetration and funding has been extremely low.

The One-Time Major Repair Program: “W.A.P.-FIX”

e We are suggesting authorizing the use of %4 of the funds for a function that is not a
major component of Weatherization today. Substantial work could be contracted VERY
quickly — in some areas DAYS after funding begins if Weatherizers are allowed to make
major repairs of four types:

Replacing roofs

Installing high-efficiency furnaces

Repairing broken floors, window, or doors

Bringing electrical systems to safety code standards

The skilled licensed contractors who will do that work are not required to know how to
weatherize homes. Local agencies routinely contract for all those licensed trades’ services
including HVAC installers, electricians, and roofers in the few homes where they can raise funds
to make those investments. The contractual relationships are in place.

Further, local Community Action Agencies have records of dozens or hundreds of homes where
Weatherization was denied (“deferred™) because the rotted roof would not protect the insulation
or the wiring was unsafe. Many weatherized homes needed a replacement furnace which will be
extremely cost effective, but both the program and the owner lacked the capital. Most heating
systems used are U.S. made. In other word, there is an identified “market” — addresses and
income eligibility already verified and a willing private workforce ready to go.

Note: The four general types of major repairs are not rehabilitation of the entire house or all its systems. CAAs
partner with others, typically CDBG —funded programs, which specialize in the slow, individualized process of
designing, permitting and overseeing and true ‘rehab’.

Weatherizers see their role as assisting partner agencies with the efficiency upgrades, but managing only the repairs
listed above.

ISSUES AND CHANGES NEEDED





The statutory restriction on re-visiting homes that received previous limited W.A.P. investments
must be waived for the stimulus period.

As noted above, the agencies know the location of homes needing the major repairs because
they have worked in them and done whatever minor work was possible, perhaps replacing the
refrigerator or freezer. That makes the home ineligible for a new treatment.

“Core” Weatherization as a Stimulus
1. Employment

The Size of the Workforce

There are no contemporary data from the field on the workforce size. BEA construction sector
modeling suggests that the PY 2008 program, absent any stimulus, will generate at least 9,000
direct jobs, absent any stimulus, from a//its funding sources combined. Those will lead to 2.9
times as many indirect jobs (suppliers, services, fiscal support, etc.) and induced jobs (those
created by all workers and businesses spending their pay). W.A.P.’s network has the highest
funding level (from all sources) in the program’s history; because of the record LIHEAP funding
that probably will add about $300 million more than last year to W.A.P. programs in 44 states.

Employment Stimulus

The $1 billion per year, two-year program would increase all employment by 75% to about
46,700 jobs (using the conservative BEA formula). The growth rate will vary dramatically by
state.

Since we believe the current workforce is considerably larger and, because it is lower-paid
than the wages assumed in the BEA models, the number of newly-employed could also be
considerably more. Improving the retention rates for the newly trained skilled workers and
contractors will require better wages as the economy recovers.

Readiness

Local Contractors and Community Agency Employees

At the last survey of local Weatherizers in 2002," about half the workforce was private
contractor labor. The practice varies by state. The local Community Action Agencies that use
contractor labor must retain at least one technically skilled employee to train, manage, and
inspect their work.

Many private contractors have the equipment needed for the W.A.P. and hundreds of their
employees have some W.A.P. training; in fact, the increase in LIHEAP funding for W.A.P. is
resulting in more contracting today. There remain underemployed trained Weatherizers can be
put to work while new recruits are trained.

Job Skills and Training

The program requirements mean the workers who evaluate homes and install efficiency
measures need specialized skills based on an understanding of building science, and state-of
the-art tools that diagnose building energy loss sources, inefficient indoor air movement and





safety hazards, as well as the investment/work order “audit” or decision tool. The local agency
staff and private contractors need the programs’ training to use them.

Appendix A defines the levels of “core competencies” that make up the workforce. The highest
level, auditor, needs six to eight months of formal training, including supervised field work and
classroom, and can then work independently if monitored in the field by a more experienced
auditor. W.A.P. local agencies will need many more auditors with comparable advanced
training.

Issues and Changes Needed

Weatherization Skills Training Expansion

DOE training resources are limited to 10% of a state’s grant. This has allowed only a small
share of workers at any level to attend formal training. Contractors must pay for training and
equipping the workers they assign to W.A.P.

Changes are needed to ensure hiring and the quality of the workforce. For the two year period:
e Allow 20% (not 10%) of FY '09 and '10 funds for state/local T+TA
e Directly subsidize contractor workers' training
e Develop federal and state standards and “best practices” for W.A.P. green-collar
workforce development.

There are no data indicating how many in the W.A.P. workforce receive the formal training or
credential each year. Ten training centers, regular regional meetings, and biennial national
training sessions serve a minority; however, most workers rely on skills passed on by their
supervisors or peers. Few have the resources in their program to maintain a program of studies
through a certificate or other credentials. States received 8.5% of the program funds for
“Training and Technical Assistance” or “T & TA”, including for their staff and their technology
transfer. The Department retained 1.5% for federal technical support, research and training
events.

The rate at which training is offered to the current workforce is a barrier to ramping up. The
barrier is highest for private contractors. The program requires them to provide already-trained
workers; they spend training costs in hope of winning jobs.

2. Production

The states reported more than 140,000 homes were fully weatherized using any funding source
in 2007. Of these, 82,409 received DOE-funded investments. However, that total omits fully-
weatherized “non-federal” units in California, Pennsylvania, and Washington’s large utility
programs among others. The true total of units weatherized by the local network was
almost certainly over 175.000 in FY 2007.

ISSUES AND CHANGES NEEDED

The outdated statutory limit on average expenditures per home must be repealed or replaced
by an average which allows for major improvements including heating system replacements
when their Savings to Investment ratio is high, or when they are a hazard.






DOE Weatherization works effectively because matching funds are available to pay for essential
services and materials that the DOE regulations or statute restrict primarily the statute’s limit on
statewide average expenditures, which is $2,966 in 2008.

While no national figures on all the funding “packaged” per home have been validated, the
NASCSP surveys" allow us to estimate states’ average expenditure of labor and materials per
home. Other funding sources, especially LIHEAP, have more flexible conditions. For most, the
figure is between $4,000 and $5,500 using all their sources of funds. This figure varies widely
among states from $2,000 in Hawaii (no LIHEAP, no utility money, low usage) to well over
$8,000 in Alaska (predominantly state funding with LIHEAP and W.A.P., high usage).

Matching funds will not grow at the speed of the “Core” W.A.P. That means new work will be
more constrained by the statute than is currently the case; there will be a proportional
reduction in purchases of cost-effective, but higher-cost, measures like efficient furnaces,
appliances and repairs. Crews will have less equipment, older vehicles and low pay. (All those
costs are allocated to the cost-per-home.) Even more homes will be rejected as candidates
because they need repairs or safety upgrades before insulation and air sealing can occur. These
dilapidated units are also the most inefficient.

If the cost-effectiveness test is not a satisfactory alternative to the outdated statutory limit on
average expenditures, one option is a temporary ceiling of $7,000 to be reviewed in two years
when the permanent program is designed. This overdue change will make the expanded
program spend quickly while increasing its energy savings and CO2 reductions, and retaining its
qualified workers.

The OMB program “metric” is ‘units produced’. This should be discarded; if the suggestion
seems too radical, then the all goals of the program and the stimulus should have results that
are weighted together, including energy bill savings, CO2 reductions and, for the life of this
statute, employment effects.

3. Capital Equipment Acquisitions for the Workforce

Agencies equip their employee crews with specialized equipment and agency vans. Contractors
must own the same specialized equipment before bidding to work for the program. It costs
between $55,000 and $70,000 to equip a crew of 3-4, including a van or truck that is set up
with the insulation blower, generators, blower door, scanners and other testing equipment
required for the job. (Nearly all the technology/tools for the crew are made in the US).

An early purchase strategy in summer of 2009 will create jobs and avoid any delays later as
new personnel finish training.

ISSUES AND CHANGES NEEDED

Agencies should be encouraged to purchase all the new equipment and vehicles they will use
for their ramped up workforce as soon as possible to jump start the stimulus impact. This
requires waiving some federal accounting rules which require the vehicle cost be assigned to
homes being served.






Further, DOE should adopt the policy that agencies own the sets of specialized equipment
contractors will use and lease it back to them. This removes a major stumbling block to quickly
bringing new small businesses into the program. Credit for $65,000 of purchases is harder to
come by than ever, and the possible loss of the W.A.P. business before the equipment is
amortized is a threat. No regulatory change is needed.

4. Management
ISSUES AND CHANGES NEEDED

DOE Capacity

The closing of the EERE regional offices and the decimation of the population of technically
qualified Headquarters staff already means W.A.P. runs without vital federal supports. It is
inexplicable that EERE’s growth has brought travel restrictions on our federal monitors; they
cannot attend training outside their base without forgoing their oversight responsibilities.

The Committees must require substantial increases in federal personnel with the appropriate
experience and credentials and oversee the DOE management of the program until it recovers.

State Capacity

We are very concerned about the constraints on the staffing of our state leadership in an era of
state hiring and travel freezes. Many offices are understaffed today and lack technical
competence that training centers and peers can offer. Grants should include assurances these
constraints will not fall on the federal program, which is providing half of the administrative
allotment to the grantee.

Local Administrative Cost Restrictions

The 1990 amendments to the statute allowed a higher percentage of administrative funding for
small local agencies; 10% instead of 5% so they could purchase the core administrative
services required to operate with federal funds. (States typically keep half of the administrative
funds - another 5%). Small agencies were considered to be those with grants under $350,000
in 1990. This increase will pull many of the hundreds of small agencies above the threshold -
they would have to double in size to regain the lost administrative dollars- but by then they
would be serving twice as many participants.

The statute must change. Our temporary suggestion for an adjustment is to double the 1990
ceiling to $700,000 and allow states to negotiate a declining rate, but not less than 5%, with
agencies that are growing beyond the $700,000 threshold.

5. Preparing for the Next-Generation W.A.P.

Careful evaluation of the results of this job-oriented initiative compared to careful evaluation of
the way the “core” W.A.P. can contribute to the national goals of reducing greenhouse gases,
investing in a green-collar labor force, and making energy bills affordable for low-wage workers,
retirees, and their families.





Whether the future program expands further or contracts, all its investments should guarantee
lower CO2 emissions and major energy efficiency results and persist. Report guidance is needed
to ensure the Department uses the stimulus period to complete the national evaluation of core
W.A.P. practices funded and then interrupted by the current DOE leadership. The state-of-the-
art in any residential retrofit initiatives should be identified and used in the development of
more advanced standards for program practices and, most importantly, its training. By FY 2011,
a workforce training plan and operating strategy should be developed, together with
partnerships with institutions that will deliver training leading to green-collar careers; the
Department must create more linkages among federally funded initiatives that are supporting
the residential retrofit sector’s workforce and practices.

Federal technology support for the program should be appropriated for these purposes: these
would be in addition to the training funds. The one-time, delayed major evaluation will require
.005. There should be another 2% set aside for the two-year period that both underwrites, put
bluntly, a technical catch-up period followed by the development of the nationwide training
capacity that the program and the private sector will require for a low emissions economy.

With the Committee’s support for such a framework, the weatherization delivery system will
commit to strategic plan to get the job done, correct any bottlenecks and put American
homebuilders back to work at lowering consumers’ unaffordable energy bills and reducing our
greenhouse gas emissions for a generation to come.

"Mark Zandi, Testimony before the U.S. House Committee on Small Business, July 24, 2008

" Economic Opportunity Studies, “How Many Workers Does the Weatherization Assistance Program Employ Now?
What About the Future?”

http://www.opportunitystudies.org/repository/File/weatherization/WAP Workforce Scenarios.pdf

" Economic Opportunity Studies, “Weatherization PLUS Other Efficiency and Housing Investments Delivered by
Local Weatherizers in PY 2000”
http://www.opportunitystudies.org/repository/File/weatherization/Weatherization Survey Report.pdf
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Senator Jeff Bingaman

Chairman, Energy and Natural Resources Committee
703 Hart Senate Office Bldg.

United States Senate

Washington, D.C. 20510

Dear Senator Bingaman:

Thank you for your tireless leadership on behalf of New Mexico’s citizens and our national energy needs.
This letter provides input on a possible green jobs component of the economic stimulus package being
formulated in Congress.

New Mexico has many assets in the areas of renewable energy, energy efficiency and the “green grid” that
can be leveraged to create jobs. The New Mexico Economic Development Department is developing a
Clean Energy Economic Development Strategy, and considers this sector to be a critical area for stimulus,
as well as for long term economic growth for the state. As you know, New Mexico has:

e The second best developable solar resource in the country, 5" best inland wind resource, and
significant geothermal potential located on abundant open land. As a small state, New Mexico has
the potential to be a power exporter which will strengthen our national energy independence and
generate jobs for our citizens;

e The New Mexico Renewable Energy Transmission Authority, which will help deliver our renewable
electricity to market;

An existing cluster of solar and other clean technology manufacturing firms,

World-class renewable energy and “smart grid” research capabilities at our national labs and
universities, an established venture capital community, and an emerging focus on commercialization
that can generate new startup companies;

e The Southwest Biofuels Association and leading research capabilities on biofuels from feed stocks
that can be grow on arid lands.

e A WIRED workforce grant, nationally recognized solar and wind training programs, and an
emerging statewide, cross-sector Green Jobs Partnership that will coordinate green workforce
development efforts;

Below are opportunities for investment in New Mexico’s Clean Energy Economy that I encourage you to
consider for inclusion in the stimulus bill and upcoming energy legislation.
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Funding for research and demonstration of “Green Grid” solutions

The State of New Mexico has organized a consortium of national laboratories, universities, utilities and
companies involved in “green grid” solutions across the state. This consortium is preparing a proposal for
state and federal funding to make New Mexico a national research and demonstration center for the
technology and systems that modernize our grid, ensuring reliability, creating efficiencies and supporting
the presence of significant renewable generation sources, both utility-scale and smaller distributed sources.
Solutions developed in New Mexico can be deployed across the country and will generate high-wage jobs
for our state.

Investing in transmission linking areas of diverse, high-value renewable energy in New Mexico with
load centers in other states

As a state with nation-leading renewable energy resources and a small population, New Mexico has the
potential to be an exporter of electricity to other states. Exporting New Mexico’s electricity is a win-win
proposition: other states get the renewable energy they need, our nation becomes more energy independent,
and New Mexico gets valuable jobs that can never be sent overseas. Across the region, we are working with
the Western Governors’ Association to identify Western Renewable Energy Zones that will identi £y high-
value areas in need of new transmission capacity. Federal transmission investments are needed to connect
these Renewable Energy Zones to load centers. I encourage Congress o consider investments in our
transmission infrastructure to bring renewables to market. The federal government can also play an
important role in removing regulatory impediments to the development of renewable resources and
associated transmission lines.

Establishing a national Renewable Portfolio Standard

New Mexico has already demonstrated leadership in promoting renewable energy by establishing a state-
level Renewable Portfolio Standard. [ encourage you to establish a national RPS. Such a standard would
dramatically increase demand for renewable electricity and provide a greater market for New Mexico's
clean energy resources.

Funding for energy efficiency and clean energy projects

State and tribal grants for energy efficiency and clean energy projects would be well spent in New Mexico.
Energy efficiency and weatherization funding, particularly targeting low-income citizens, creates jobs and
ensures our citizens are living in homes that are safe, comfortable and affordable in the face of rising energy
prices. The U.S. Department of Energy estimates that 52 jobs are created for every $1 million spenit on
energy efficiency and weatherization.

Furthermore, funding should be included for clean energy projects including solar thermal and solar
photovoltaic projects, wind projects, geothermal projects and Combined Heat and Power systems. The
Renewable Energy Policy Project has calculated that both solar and wind power create 40% more jobs than
coal power for an equivalent amount of power. Investing federal dollars will produce jobs, foster energy
independence, and drive system costs down.

Incentives for renewable energy production and system component manufacturing

The Renewable Energy Production Tax Credit (PTC) and the Solar Investment Tax Credit (ITC) have been
effective tools for supporting New Mexico’s growing clean energy industry. In the solar industry aalone, the
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Energy Industries Association has estimated that extending the ITC through 2016 would create 19,000 new
jobs in New Mexico. This is the highest employment gain from an ITC extension in the nation as a
percentage of state population.

New Mexico has a state Alternative Energy Product Manufacturer’s Tax Credit has that has been
instrumental in attracting world-class companies like Schott Solar to New Mexico. A similar federal credit
would facilitate their expansion and create new high-wage jobs.

Very recently, we have heard from some utility-scale renewable energy developers active in New Mexico
that the recession has reduced the appetite of companies for tax credits which has made financing these
projects more challenging. Please take this into consideration when determining how best to incentivize
additional renewable energy production.

Investing in workforce training for the green jobs of the future

A Green Jobs Partnership is forming in New Mexico to ensure that our state has the prepared work force it
needs for a low-carbon economy. Leveraging the investment and learning from the federal WIRED grant
that the state received, this Partnership will expand this model and adopt it statewide. New Mexico plans to
meet the needs of employers by providing a workforce with nationally recognized certifications like
WorkKeys, MSSC-Certified Production Technicians, NABCEP certified solar installers and certified wind
technicians. Our state colleges will also work to develop customized training programs for employers on a
just-in-time basis.

In order for New Mexico to truly benefit from the jobs created by a federal stimulus package, a proportional
federal investment in workforce training will be needed. Furthermore, the creation of a national Green Jobs
Corps would help to expose our young people to these jobs of the future and provide them with needed
skills and experience.

Invest in renewable energy, biofuels, and low-carbon research & development

Congress should support a substantial long-term federal investment in basic and applied research and
deployment of renewable energy, biofuels, and low-carbon technologies. New Mexico’s labs and
universities are well positioned to participate in this research.

New Mexico looks forward to working with you to ensure federal investments have a maximum positive
impact on New Mexico’s economy and our nation’s energy independence. Brendan Miller from the
Economic Development Department would be pleased to answer any follow-up questions from your staff
(505-827-0288). Thank you again for your leadership at this important time.

Sincerely, 9
ﬁﬂ/‘b’;‘(/ T g P e AN
Fred Mondragén

Cabinet Secretary
New Mexico Economic Development Department

CC: Senator-Elect Tom Udall
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Written Testimony of Stacey L. Pine
Senior Director, Government Affairs
National Recreation and Park Association
For the Senate Energy and Natural Resources Committee
Regarding Investment Ideas for Clean Energy and Natural Resources Projects and
Programs to Create Green Jobs and to Stimulate the Economy

Thank you Chairman Bingaman, Ranking Member Domenici, and other honorable
members of the committee for this opportunity to submit written testimony on investment
ideas for clean energy and natural resources projects and programs to create green jobs
and to stimulate the economy.

The National Recreation and Park Association (NRPA) is a national, non-profit
organization with a mission of advancing parks, recreation and environmental
conservation efforts that enhance the quality of life for all people. There are more than
6,500 park and recreation agencies throughout the country, majority of which are
members of NRPA. Through our network of more than 21,000 citizen and professional
members we represent the local and state park and recreation departments across the
country.

NRPA commends this committee and the entire Congress for seeking innovative ways to
address our nation’s economic challenges. As you know, roughly two million jobs have
been lost in the United States in 2008 and more losses are forecasted. Thus, we are
pleased that you are in the process of developing economic recovery legislation that will
put people back to work by funding ready-to-go infrastructure projects that meet critical
needs in communities across America. Undeniably, it is the economic hardships of
individual communities that have merged to create a national recession. Therefore, to be
truly effective, efforts to diminish this recession and boost the national economy must
start with providing resources at the local level so communities such as Silver City, New
Mexico or Ketchikan, Alaska can stimulate their own economies and create jobs for their
citizens.

As the Congress works to craft economic recovery legislation, we request that you
include funding for the construction and renovation of parks and recreation by providing
$125 million for the Land and Water Conservation Fund state assistance program
(LWCF) and $100 million for the Urban Park and Recreation Recovery Program
(UPARR). These programs are ideally suited to achieving the goals of the proposed
economic recovery package by creating jobs, stimulating economic activity, and putting
people back to work.

LWCF stateside assistance provides 50% in federal funds to states and localities as
matching grants for the purchase and development of parks and construction of recreation
resources. As a result of LWCEF stateside assistance funding, over 41,000 athletic and
playing fields, hiking trails, campgrounds, ski areas, swimming pools and boating
facilities have been created in local communities. Since its inception in 1965, the





program has provided more than $4 billion in matching funds to states and local
communities in 98% of American Counties.

Similarly, since 1978, UPARR has provided more than $270 million in matching grants
to nearly 400 cities to rehabilitate and improve their parks and recreational facilities that
have fallen in disrepair due to lack of investment. With UPARR grants serving as a
catalyst, urban communities are able to make recreation centers and public parks safe,
rebuild deteriorating infrastructure, and leverage existing resources to serve larger
populations while also meeting new demands.

Our nation has a long history of investing in park restoration and construction as a way to
create jobs and revitalize the economy. President Franklin Roosevelt created the Citizens
Conservation Council (CCC) to build and fix up America’s parks as a key component of
his strategy to put people back to work during the Great Depression. Again in 1983,
Congress recognized the important role park construction projects could play in
immediately stimulating our nation’s economy. The Emergency Job Appropriations Act
of 1983 invested in LWCF and UPARR by providing $40 million to LWCF for
development/redevelopment projects and $40 million to UPARR for rehabilitative grants
and repairs. Under this Act, states were encouraged to rapidly fund construction projects
that would create employment opportunities between September 1983 and September
1984. As a result of this funding, 572 LWCF development projects 126 urban park
projects were funded in communities and major cities across the nation. Additionally,
this Act increased employment by providing 35,000 jobs.

Unfortunately, in recent years, funding for LWCEF stateside assistance and UPARR has
significantly diminished leaving communities with lists of projects and needed repairs
they are unable to complete because they do not have funding. Numerous communities
throughout the country have capital construction and maintenance projects that are ready
to commence pending matching federal funds. These projects such as new roofs for
community centers, irrigation systems for sport fields, repairs to swimming pools, and
electrical upgrades to park and recreation facilities would allow communities to preserve,
rehabilitate and maintain already existing, and in some cases crumbling, infrastructure
that provides numerous recreational opportunities for citizens. Many of these projects
have designated local funding set aside, are poised to receive local approval or permits,
and are suitable for small or minority businesses and contractors. LWCF stateside
assistance and UPARR funding for these projects would allow construction to begin
almost immediately, thereby putting local residents to work and helping communities
ensure they are providing safe recreational facilities for children and adults alike.

In addition to contributing to local economies and repairing infrastructure, LWCF
stateside assistance and UPARR projects serve to protect our environment and promote
environmental stewardship while also creating green jobs. Grants provided by LWCF
stateside assistance and UPARR have funded projects that contribute to reduced
stormwater runoff, enhanced groundwater recharge, stormwater pollutant reductions,
urban heat island mitigation, and reduced energy demands. These projects conserve our
environmental resources such as green space and water. Additionally, these projects





serve to make communities and neighborhoods safer by protecting against environmental
contamination. Businesses contracted to carry out these projects are in sectors that are
part of the green economy. Through the services they provide jobs are created that
conserve our natural environment and improve environmental quality.

However, park and recreation agencies also serve another important function: to improve
the physical and mental health of citizens. By developing and restoring this local
infrastructure, you are also investing in the health of local communities. Our nation
currently faces an obesity epidemic and strengthening or improving local recreation
infrastructure is necessary to combat this epidemic.

As you probably know, hundreds of parks and recreational facilities are in disrepair in
communities across America due to budget cutbacks and the lack of federal funding
during the past eight years. This seriously undermines local educational and athletic
programs, the availability of indoor and outdoor recreational activities, and overall
quality of life in communities. Therefore, NRPA also supports increased funding for
programs such as Community Development Block Grants and the various transportation
programs, such as the Recreational Trails Program, that would provide funding for local
park and recreation agencies.

From the information | have presented to you, | believe it is obvious that LWCF and
UPARR develop and restore local infrastructure in communities facing growing
populations and demands. Investing in local communities and giving them the necessary
resources to preserve, maintain and rehabilitate local infrastructure is especially
important in times of an economic downturn, such as the one we are currently
experiencing. For it is during such times that demand for local recreational programs and
services significantly increases as citizens look for close to home recreation,
entertainment and fitness opportunities. And for many citizens, local park and recreation
agencies are where they turn for recreation, entertainment and fitness solutions.

In conclusion, NRPA believes that LWCF stateside assistance and UPARR are invaluable
tools for Congress and the new Administration. We are confident that investing in
LWCF and UPARR would immediately stimulate our economy through the creation of
jobs, serve to protect our environment and provide much needed resources to
communities to address local needs. Please include $125 million in funding for LWCF
and $100 million in funding for UPARR in any economic stimulus legislation considered
and passed by the 111" Congress.

Thank you for this opportunity to present testimony. Please feel free to contact me at
202-887-0290 with any questions you may have.






A PERSPECTIVE ON
A U.S. ECONOMIC RECOVERY PACKAGE

Submitted by Mark Heesen, President
National Venture Capital Association
December 11, 2008

Thank you, Chairman Bingaman, for the opportunity to provide testimony
regarding investments in clean energy and natural resources projects and programs to
create green jobs and to stimulate the economy. The philosophy of the National Venture
Capital Association, as it relates to the structure of an economic recovery package, is
guided by several key principles:

1. Clean Technology Means Job Creation. Investments in clean technology will
create a significant percentage of the new jobs in the U.S. in the near term and
over the next five to ten years. Just as a point of reference, in 2008 the clean
technology sector was the fastest growing sector for venture capital investment.
Just as the venture capital industry created millions of high paying jobs within the
biotechnology sector with the funding of pioneering companies such as
Genentech, Amgen and others, so too will it fund similar entities in the alternative
energy and sustainability space in the next several years. In total, venture backed
companies have historically and consistently accounted for almost 10 percent of
US jobs and 18 percent of U.S. GDP.

2. Public Investment in Clean Technology R & D is Inadequate. When compared to
the public investment in research and development in other sectors of the
economy, the government’s funding of R & D in clean technology is inadequate
by any measure. While the energy sector of the economy is roughly the same size
in GDP terms as the health care sector, annual NIH R & D expenditures are
roughly $30 billion, completely dwarfing the $1.5 billion expended on clean
technology research and development.

3. Clean Technology Needs Robust Markets in which to Grow. To the extent
possible, policy tools should be used to strengthen financial, commercial, and
consumer market mechanisms so that clean technology companies get the benefit
of nimble, fast-adapting, and market-signal-driven investors, suppliers, and
customers. Where markets are not functioning properly and are failing clean
technology companies — as is the case in the current credit crisis — policymakers
should take steps to fill in the gaps until the markets are repaired.

4. Only Consistent and Long-Term Policies Encourage Growth in Clean
Technology. Public policy must encourage certain favorable market behaviors,
including long term investment. Therefore, public policy provisions should both
extend for a significant period of time and not be subject to significant
modification or varying interpretations over those time periods. Market
participants — including investors — require consistent signals to act for the longer-






term. As one data point, the minimum time horizon venture investors set for their
portfolio company investments is 10 years.

5. Diversity of Clean Technologies Will Strengthen Our Country’s Position. The
diversity of clean technologies and cleantech company strategies is a desirable
thing, and policy should encourage that diversity. To the extent possible, we
should prefer market decisions to government decisions in selecting the winners
from this diverse pool of technologies and companies. Where policymakers must
make choices (e.g., in research and development programs), those decisions
should be based on the best independent scientific and market advice available.

6. Amid Price Fluctuations in the Energy Market, Policy Should Encourage “Market
Pull” for Clean Technologies. Many factors contribute to the success of
entrepreneurial, high-growth companies, but a truly critical determinant of the
growth of clean technology companies will be the perceived value/cost
proposition of their products and services (relative to high-carbon energy
alternatives) in energy markets — some of which are highly regulated. Because
the nation has an interest in energy independence, in solving the global warming
problem, and in creating new high-paying jobs at home, policy should strive to
remind markets of the long-term cost/value proposition of clean energy products
and services and help them weather the vagaries of periodic price fluctuations of
energy alternatives. Where appropriate, policy should encourage “market pull”
forces to encourage the start-up and growth of new clean technology companies.

Based on the above principles, the NVCA would support the following provisions in an
economic recovery package.

Accelerating the Work of DOE’s Loan Guarantee Program. DOE’s Loan Guarantee
Program is an important and valuable facility for funding clean energy projects that needs
to be strengthened. To date, the administration of DOE’s Loan Guarantee has been
slow; no applications have yet received approval or funding. Policymakers should
consider taking steps in the recovery bill to greatly accelerate the processing and
awarding of loan guarantee applications.

Without significant new authorizing language, options to accomplish this acceleration are
somewhat limited. One viable option would be to fund a significant infusion of human
capital resources to process these applications. Bankers, lawyers, financial analysts and
modelers are needed to do the job well, and that emergency infusion may require
exemptions to personnel hiring rules or providing DOE with the authority to hire
consultants to process more of these applications faster. With these new resources should
also come some agreed-upon timelines for the processing of loan-guarantee applications.
In the longer term, the Senate should consider shifting the loan guarantee program to
another entity, perhaps one like the 21% Century Energy Deployment Corporation
contemplated by Senator Bingaman’s Senate Bill 3233.





Other issues have been raised about the workability of the program, two of which may be
candidates for correction in the recovery bill: (1) reducing the application fees associated
with the program so that more start-up companies can easily qualify, and (2) eliminating
rigid application deadlines that seem to reduce the pool of applicants rather than to
expedite the orderly and swift processing of applications.

Funding a Significant Increase in Cleantech RD & D funding. The recovery
package represents a golden opportunity to fund new research, development, and
deployment across a diverse range of clean technologies. Fully funding RD&D levels
authorized by various sections of the Energy Independence and Security Act will create a
significant number of jobs. The hiring of researchers, research assistants, laboratory
staff, and the purchase of laboratory and research equipment, and the support of our
universities through these additional funds will have significant ripple effects in
university communities across the country. The time is now to begin making the serious
investments in RD&D that will lead the creation of millions of new American jobs in the
mid- to longer term.

Making the Renewable Energy Tax Credits Refundable, Expanding the Tax
Investor Pool to Individuals, and Making the Credits Transferable. In order to
increase the pool of tax equity available to fund renewable energy development, the
Senate should consider — as part of an energy tax title in the recovery bill -- making the
investment tax credit refundable, opening up tax equity to individual investors, and
making such tax credits transferable. As current renewable energy tax credit provisions
now operate, only large financial institutions and companies typically provide tax equity.
The repeal of passive loss and at-risk limitations -- currently permitted for working
interests in oil and gas property --would significantly expand the tax equity pool to
include high net worth individuals and others. The ability to transfer these credits should
further enhance the pool of investment in these projects. These changes would convert
the newly-extended tax credits into immediate and powerful financing propellants for
new energy projects around the country.

The Senate should also consider a temporary transformation of the tax credits for
renewable energy projects to cash rebates to help fund these projects. With the drying up
of capital sources in the wake of the current financial crisis, it is possible that entire
renewable energy sectors may wither significantly. By making the tax credits fully
refundable (with no requirement that they be matched against income) until capital flows
again post-financial-crisis, the government could make available to project developers the
funds absolutely required to launch and sustain new renewable energy development.

Allowing Bonus Depreciation. The Senate might further consider allowing a temporary
accelerated depreciation schedule for U.S. cleantech projects such as solar, wind,
biomass, geothermal, etc. and to extend this accelerated depreciation treatment to any
capital expense that can be demonstrated to improve energy efficiency by some
appropriate standard (or by a certain percentage improvement over the existing
equipment).





Eliminating Capital Gains Taxes for Investment in Small, Start-Up Businesses.
During the presidential campaign, the Obama-Biden team demonstrated their
understanding of critical drivers of economic growth by including in their tax platform a
provision for a zero capital gains tax rate for investments in start-up companies. Across
industries venture investment has been linked to new job creation and innovation, and we
expect this to be clearly manifest in the cleantech area where such a policy would attract
both much-needed capital and experienced management teams necessary to build these
companies.

Accelerating the “Greening” of Buildings. The first step the Senate should consider is
fully funding the authorized level of $2 billion annually for the Energy Efficiency and
Conservation Block Grant Program under Title V, Sections 543-548 of the Energy
Independence and Security Act of 2007. The purpose of this program is to help state and
local governments to fund energy efficiency improvements in the building sector and
other sectors, and fully funding the program will provide the resources required for
campaigns like the one launched by New Mexico Governor Bill Richardson and
Albuquerque Mayor Martin Chavez to bring schools and other public buildings to
LEED-Silver status.

The second step to consider is providing incentives for small businesses (under 500
employees) to “green” their facilities. The Senate could support proposals to increase the
SBA loan guarantee from 50% to 75% for owner occupied buildings if the tenant
improvements comply with an energy-efficiency standard (perhaps as simple as a
percentage above what comparable buildings in the region consume). Both steps would
create a significant number of new jobs in energy efficiency equipment manufacturers
and energy retrofit contractors across the country.

Increasing Incentives for Energy Efficiency in the Transportation Sector. These
steps could provide extremely powerful “market pull” forces to drive new transportation
technologies, which will drive new companies, new jobs, and the beginnings of
recapturing a lasting American competitive advantage in the transportation sector.

The Senate should consider: (1) temporarily doubling federal tax credits for fuel-efficient
cars; currently there are credits of up to $3,400 for a new hybrid, between $2,500 and
$7,500 for a plug-in car under 10,000 pounds, and up to $15,000 for a plug-in vehicle
over 26,000 pounds; (2) accelerating investments in upgrading its fleet to more efficient
vehicles, achieving at least the 50% target set by President-elect Obama by 2012; (3)
providing corporate tax credits for purchases and leases of high efficiency vehicles and
providing grants for converting corporate fleet vehicles to plug-ins; and (4) providing
grants to support efforts like the Advanced Energy non-profit corporation in North
Carolina to help school districts purchase or lease hybrid school buses.

Providing for Standardized and Long-Term Federal Power Purchase Agreements
(PPAs). Several commentators have reviewed the history of hydro development projects
in the United States and concluded that the longer terms of the standardized PPAs under
which their power was purchased by the government was a key factor in the success of





that effort. The Senate should consider establishing a standard PPA for federal
government purchase of clean energy that does not have to be fully renegotiated for each
agency and each project. Moreover, the term of the PPA agreement might extend well
beyond the 10-year range, perhaps out to as many as 30 years.






A National Proposal for a
National Forest Watershed Restoration Corps

Green Jobs in our National Forests to Stimulate the Economy
December 10, 2008

Introduction: Congress once again is considering an economic stimulus package. As part of
this package, Congress has the opportunity to put people back to work while accomplishing
comprehensive restoration of our national forest watersheds. Public investment in restoration
can sustain American families whose lives and work are tightly connected to our national forests;
restore needed natural infrastructure and reclaim unneeded roads; make forests more resilient and
adaptable to the unknown consequences of climate change; and assist the Forest Service and
other federal natural resource stewards to meet basic environmental responsibilities, which has
been increasingly difficult due to severe budget cuts over the last eight years. In sum, investing
in forest watershed restoration will have tangible, long-term human and ecological benefits.

The proposal: Create a Forest Watershed Restoration Corps within the Forest Service
funded at $500 million over the next two years to decommission forest roads, repair fish
culverts and maintain forest roads used for recreation and administration. A Forest
Watershed Restoration Corp can provide jobs in communities adjacent to national forests
through contracts to local community members to complete restoration work and also create
staffing opportunities within the Forest Service, such as term appointments that may be made
permanent if the Forest Service’s budget is restored in subsequent years.

The Forest Watershed Restoration Corps could be analogous to a small-scale Civilian
Conservation Corps (CCC), the most popular program of the New Deal, also referred to as
Roosevelt’s “Tree Army.” The economic situation today isn’t as dire as it was in the thirties
when the CCC employed a half million young men. Nevertheless, the creation of jobs in rural
areas is urgently needed. Providing funds for rural businesses and workforce development over
several years creates economic stability in an important but often overlooked part of America
during an economic downturn that may to last for a decade or more.' A short-term, quick payout
stimulus package does not necessarily provide the type of support that will bolster rural families
and communities adjacent to our national forests during these difficult times.

! Phillips, Kevin. 2008. Bad Money: Reckless Finance, Failed Politics and the Global Crisis of American
Capitalism.





Threats to our National Forest Watersheds: Healthy forests are essential to rural
communities, biotic communities and our planet. Large intact and functioning forest ecosystems
provide clean drinking water for more than 60 million Americans; habitat for fish and wildlife;
recreational opportunities for the public; and a place of solace and inspiration to those who visit.
Healthy, restored forest watersheds are better able to adapt and respond to climate change,
ensuring clean water for the long term. Further, forests are critical for sequestering carbon and
they aid in the moderation of temperature.

One of the most significant threats to forest watersheds and their biotic communities is failing
forest roads. Deteriorating, unmaintained and poorly designed national forest roads harm fish
through the chronic contribution of sediments into forest streams. Many of these fish are
threatened and endangered under the Endangered Species Act. The same sediment fouls
drinking water and increases the need for communities to build expensive water filtration
systems. Unmaintained roads, especially in mountainous regions, are more likely to fail in
severe storm events, contributing massive amounts of sediment to streams. In 2006 and 2007
alone severe storms in the Pacific Northwest led to massive road failures and road-triggered
landslides, resulting in tens of millions of dollars of damage to public and private lands. Storms
such as this are becoming more common because of climate change, even further bolstering the
need for an investment in restoration now.

When undermaintained roads fail, outdoor enthusiasts and even citizens with private in-holdings
lose access to the forest until those roads are repaired. It costs far more to fix the roads after they
fail, and to clean up the damage (much of which is irreparable), than to address problems prior to
road failures. Roads spread invasive pests, plants and pathogens, fragment important wildlife
habitat and dramatically change hydrologic and aquatic conditions.

Currently, at best, only 36%" of the twelve western states’ national forest roads are maintained to
“standard.” These twelve states contain more than 85% of the entire National Forest road
system. The Forest Service never planned for or assessed the impact of this extremely limited
maintenance capacity on forest and water resources, and the impact becomes exponentially more
significant each year. In 2001, the Forest Service estimated that it could remove nearly half of
its entire road system’ (up to 186,000 miles out of the total 380,000 mile system), while still
meeting the resource and recreational needs of forest users. Many of these roads were built for
obsolete logging systems and now are heavily overgrown and prone to landslides from heavy

2 United States Department of Agriculture, Forest Service. 2006. U.S. Forest Service Annual Road
Assessment Reports
% National Forest System Road Management Rule and Policy. May 2001.





rains or snowmelt. This year the Forest Service determined that approximately 25,000 miles of
existing Forest Service roads suitable for passenger vehicles are necessary to access developed

recreation sites, key trailheads, visitor centers, and state or private land developments. There is
ample opportunity to put people to work restoring watersheds and remediating road problems.

Removing unneeded, ecologically damaging roads is the first and most critical step towards
watershed restoration. Repairing culverts to restore fish passage, in combination with
performing critical maintenance, is imperative for those roads that we need to keep. We have an
obligation to restore watersheds to provide the resiliency and adaptability necessary to respond to
the impacts of climate change and the associated increase in storms and flooding.

The Economic Context: The Forest Service estimates their road maintenance backlog at nearly
$8 billion® -- although when administrative and indirect costs are included the backlog actually
totals closer to $10.3 billion®. Shrinking budgets have ensured that each year the Forest Service
slips further behind in its responsibility to maintain its road system.

Over the last twenty years timber sales -- which used to provide much of the revenue for road
maintenance -- have declined. But even when timber receipts were at their highest, the Forest
Service was not able to fully maintain its road system. Road obliteration can be extremely
costly, with medium-sized and major roads ranging from $40,000 - $70,000 and $100,000 -
$250,000 per mile respectively.® Costs are even higher in the Pacific Northwest due to high
rainfall and the steep grade of the land. That said, many forest roads are small-sized and
numerous forests have been able to reclaim roads for approximately $10,000 per mile.

National forests were and are an important source of jobs in rural, resource-dependent
communities but declining timber harvests cause challenges for rural economies. A recent report
from the Western Wood Products Association predicts the decline in timber jobs will continue in
the upcoming years as housing starts stall. The Association points out that over the last three
years demand for lumber has declined by 20 billion board feet — the amount that all the western
mills produced in 2005 alone. The current financial crisis will hit these communities very hard.

Investing in a comprehensive watershed restoration program can provide people in rural,
resource dependent communities with the same high-wage, high-skill jobs derived in the past
from building roads or extracting timber. Since these jobs require the very same heavy

4 United States Department of Agriculture, Forest Service. 2004. Fiscal Year 2005 Forest Service Budget
Justification. sec. 10, p.33.

5 Taxpayers for Common Sense. March, 2004. Road Wrecked: Why the $10 billion Forest Service Road
Maintenance Backlog is Bad for Taxpayers.

¢ United States Department of Agriculture, Forest Service. 2000. Forest Service Roadless Area Conservation:
Final Environmental Impact Statement.





equipment needed to build roads, and since that machinery is expensive to transport, the jobs are
most likely to go to local workers. Local workers will spend the bulk of their paychecks directly
in their own communities. Furthermore, this work will encourage local contractors and workers
to make long-term investments in equipment and training.

An infusion of $250 million a year can create 3500 direct jobs in the rural West, in addition to
any other jobs that are sustained or created through multiplier effects. We believe such a
program could be viable for decades to come as it will take decades, at minimum, to address the
backlog of maintenance needs and road decommissioning projects to restore functioning,
dynamic, resilient watershed conditions on our national forests.

With the decline in the forest products industry, many of the skilled workers required to restore
the forest have been or soon will be lost to emigration or attrition. In order to maintain an
essential skilled workforce we suggest that all contracts require some portion of the workers to
be enrolled in a state recognized apprenticeship program.

Program Implementation: The Forest Watershed Restoration Corps program would need to
immediately hire staff to begin planning and implementing projects. While there are numerous
remediation and reclamation projects that have already undergone environmental review under
the National Environmental Policy Act (NEPA) and other applicable resource protection statutes,
there is also a significant need to increase planning capacity to ensure a steady supply of NEPA-
ready projects over the long-term. Lack of fully planned and reviewed projects is currently one
of the main impediments to building a strong restoration program in the agency, while the second
primary impediment is a lack of restoration funding. This proposal could directly address both
of those challenges.

As part of the immediate job creation opportunity of this economic stimulus, we believe the
Forest Service will need to staff up to implement a Forest Watershed Restoration Corps and that
each of the approximately 150 national forests, proportional to their need, will need to hire at
least one of each of the following:

e atrained contracting specialist

¢ an individual capable of overseeing NEPA project planning

e a geoengineering, hydrologist, geomorphologist or soils engineer for contract

implementation oversight
o cither a fish or wildlife biologist

Furthermore, we recommend that since these projects are entirely restorative in nature that the
NEPA process can be facilitated for most projects by the appropriate use of categorical
exclusions for project implementation.





The 600 Forest Service positions referenced above could be filled as temporary, professional
appointments that could be converted to permanent if funds become available. Forest Service
jobs would consume less than a fifth of the $250 million requested annually from an economic
stimulus package and still provide an extensive infusion of funding for local contractors and rural
workers.

While all forests can immediately take advantage of planning funds to hire new staff,
implementation funds could be prioritized based on climate and elevation depending on when a
stimulus package is adopted. Forests in the south, for example, will be able to engage in
remediation and restoration projects in the winter, while more northern or high elevation forests
will be required to wait until spring to begin implementation.

The program will provide real jobs to former road builders, primarily excavator and bulldozer
operators and qualified on-the-ground inspectors. These types of workers have not only been
displaced by the timber industry, but they are also feeling the pinch from the decline in housing
starts, as many excavator operators also work in that arena. But even experienced heavy
equipment operators will need some retraining in both the science and art of road reclamation, so
there will also be opportunities to develop watershed restoration training and certification
programs that can ensure that this work is done effectively and efficiently on the ground —
guaranteeing that the results are beneficial for watersheds. Companion funding could also be
provided to develop a systematic, comparative area monitoring program through the agency’s
research branch or through universities to ensure that new technologies are being tested and
monitored for effectiveness. A timely infusion of funding through the stimulus program could
help kick start new careers in watershed restoration while simultaneously bolstering the growing
restoration economy.

Building on the Legacy Roads and Trails Remediation Initiative: The Interior portion of the
Fiscal Year 2008 Consolidated Appropriations bill provided $40 million “for urgently needed
road decommissioning, road and trail repair and maintenance and associated activities, and
removal of fish passage barriers, especially in areas where Forest Service roads may be
contributing to water quality problems in streams and water bodies which support threatened,
endangered or sensitive species or community water sources and for urgently needed road repairs
required due to recent storm events.”

Legacy Roads funding was distributed nationally and as a result a new watershed restoration
program began last year within the Forest Service. At that rate of funding it will take 100 years
for the Legacy Roads program to work through the $10 billion road maintenance backlog. We
need a new approach to restore our watershed and assist people in rural, resource dependent
communities and the economic stimulus package could provide the impetus to solve these
problems.





Conclusion: The Forest Watershed Restoration Corps provides both an economic and
ecological solution to pressing problems in our forests and near-forest communities. As with the
CCC, the Forest Watershed Restoration Corps has the potential to provide employment in nearly
every state of the nation and as importantly, to enable people to feel good about the work they
are doing and the positive difference they are making to forests and streams. The need to restore
our national forests is critical at this time of global uncertainty, and people will be proud of the
contribution they make to protect our drinking water, fish and wildlife, recreational opportunities
and climate.

The undersigned strongly urge you to provide $500 million over two years to create a Forest
Watershed Restoration Corps to provide jobs in rural communities and improve the health of our
forest watersheds. We request that this proposal is included in the final economic stimulus
package developed in 2009. We appreciate your consideration of this proposal.

Sincerely,
Jim Furnish
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Mr. Chairman and members of the Committee, thank you for the opportunity to testify on
how investing in natural resources projects will create green jobs and stimulate the
economy. | am Robert Bendick, the Director of US Government Relations for The Nature
Conservancy.

The Nature Conservancy is an international, nonprofit organization dedicated to the
conservation of biological diversity. Our mission is to preserve the plants, animals and
natural communities that represent the diversity of life on Earth by protecting the lands and
waters they need to survive. Our on-the-ground conservation work is carried out in all 50
states and in more than 30 countries and is supported by approximately one million
individual members. The Nature Conservancy has protected more than 117 million acres of
land and 5,000 miles of river around the world. Our work also includes more than 100
marine conservation projects in 21 countries and 22 U.S. states.

Mr. Chairman, we applaud you for holding this hearing today and for your leadership to
craft a vision for how to stimulate the economy while protecting and restoring natural
resources. The Nature Conservancy agrees that investment in stimulating the nation’s
economy can and should have environmental benefits. My testimony suggests that this can
be accomplished through two key actions:

1) spending stimulus funds on a suite of job-intensive “green infrastructure” projects
such as wetland restoration, forest restoration, invasive species removal, and
modification of roads and other infrastructure that impact habitat

2) minimizing the environmental impacts of traditional hard infrastructure projects by
giving priority funding to those projects that utilize the most innovative design
techniques

There are a variety of federal environmental programs able to implement “green
infrastructure” projects that restore degraded ecosystems, grow the nation’s green economy
and create green jobs. From rebuilding coastal wetlands to restoring forest health, all of
these restoration activities require extensive labor with significant job-creation benefits. In
this testimony, we describe the rationale for investing in green infrastructure, and we have
developed funding recommendations for existing Federal programs where investing in
ecological restoration will lead to job creation.

While we argue for a significant green infrastructure component to any stimulus package,
we also recognize that much of our nation’s infrastructure is deteriorating, would greatly
benefit from federal investment, and that this investment would result in thousands of much
needed jobs. Roads, rails, pipelines, dams, levees and other hard infrastructure projects have
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negatively impacted ecosystems in the past, but there are design techniques that can help
ensure any new or refurbished infrastructure is built in a way that is more compatible with
the conservation of natural resources. Given both the desire to minimize the environmental
impacts of a massive new investment in infrastructure and the need to allocate funding in a
short timeframe, this testimony argues for setting funding priorities based on a project’s use
of innovative design techniques to reduce environmental impact.

Together, investing in “green infrastructure” and giving priority to hard infrastructure that
employs “green techniques” will lead to economic recovery and rehabilitation of the
nation’s aging infrastructure while improving the condition of our natural resources. The
testimony that follows lays out specific recommendation on why this approach is important
and how this can be accomplished.

Investing in Green Infrastructure and Creating Green Jobs

The nation’s rivers, coasts, estuaries, forests and grasslands, including the millions of acres
of public lands, are directly and indirectly linked to billions of dollars in economic
productivity and provide important habitat and ecological services. Wetlands provide water
quality improvements and flood protection, forests help filter water and improve water
quality, and oyster reefs can provide self-renewing barriers to reduce erosion along
shorelines. Moreover, healthy rivers, forests, and estuaries provide habitat for resource-
based economies, such as tourism, fishing, and aquaculture.

Unfortunately, many of these critical ecosystems have been in decline for years. For
example, a USGS report published in September of this year indicated that over 40% of
freshwater fish in the US are under threat of extinction in the next 20 years. Approximately
half of the Nation’s wetland habitats have been lost, including in areas like coastal Louisiana
where marshes provide important protection during hurricanes and other severe storm
events. Millions of acres of forest lands have large fuel loads and are at great risk of
catastrophic fire. Multiple federal agencies are currently involved in restoration, but current
Federal investment in restoration falls well short of the national need. As is the case in
traditional infrastructure projects, restoration projects create jobs and opportunities in the
near-term while also creating the ecological and economic benefits that flow from healthy
ecosystems over the long-term.

Ecological restoration has emerged as a high growth sector of our regional and national
economy with additional investment in restoration offering the potential to provide
significant job-creation benefits. This emergent industry, comprised of many applied
sciences, employs a wide set of labor skills. These skills range from non-skilled laborers, to
restoration design engineers, restoration ecologists, landscape architects, hydrologists and
specialized botanists who work in nurseries that offer local seedlings and other specialized
plants for restoration. Other sectors of the restoration labor force include specialized
equipment operators of both light and heavy duty construction equipment, restoration
monitoring specialists, construction crews and experts, soil experts, and many other
diversified skilled laborers.

A recent example of job creation through restoration is the jobs being offered to watermen in
the Maryland blue crab fishery, which was declared a Commercial Fishery Failure earlier





this fall. Federal and state disaster aid is being used to provide over 520 jobs to affected
watermen, employing them to carry out oyster restoration work in the Chesapeake Bay.
Similarly, a study by the North Coast Restoration Jobs Initiative showed that environmental
restoration projects in Humboldt County, CA and surrounding areas employed 1057 worker-
weeks over the course of 2002, mostly as a result of road decommissioning and culvert
replacement projects. The Humboldt County study also indicated that most of the ecosystem
restoration work using heavy equipment was contracted out to non-government entities,
indicating private sector and small businesses benefit from the investment in restoration.

The examples above illustrate that investing in restoration will not only meet a critical
national need by improving the ecological health of our nation’s rivers, coasts, forests and
grasslands but will also create green jobs to stimulate the economy. Given the significant
national need for Federal investment in restoration and the demonstrated job-creation benefit
of this investment, any stimulus package should dedicate significant funding to the
restoration of ecosystems.

The following table lists funding recommendations by Federal agency and by restoration
activity. We recognize that this list includes a number of agencies that are not under the
jurisdiction of this committee, but we include them to give a broad vision for the potential
for green infrastructure investment within an economic stimulus package. More detailed
descriptions of the agency funding justifications follow. Lists of example projects that
demonstrate the on-the-ground funding need are included in Appendix 1.

SUMMARY FUNDING RECOMMENDATIONS

AGENCY ACTIVITY/PROGRAM FUNDING
RECOMMENDATION
U.S. Army Corps of Large Scale Ecosystem
Engineers Restoration $1 billion
Individually authorized $1 billion
restoration and multi-purpose
projects
Section 1135 and 206 $500 million
Continuing Authority
Programs
National Oceanic and Community Based $250 million
Atmospheric Administration | Restoration and Open Rivers
Initiative
Bureau of Reclamation Water and Related Resources | Priority funding and a

— environmental restoration minimum of 1/3 total
Bureau stimulus funding

Department of State allocation — retrofits for | 2% of total DOT
Transportation stream connectivity stimulus funding
Park, Forest and Refuge roads | $500 million

— retrofits for stream
connectivity
Stormwater runoff mitigation | 2% of total DOT
stimulus funding






Forest Service Hazardous fuels reduction $1.5 billion
(includes Bureau of Land
Management)
Forest Restoration Job $50 million
Training
Small business grants $100 million
State and local fire assistance | $75 million
Land Management and $343 million
Restoration

Environmental Protection Non-point source — Sec. 319 | $300 million

Agency program
Clean Water State Revolving | $1 billion
Fund
Drinking Water State $1 billion
Revolving Fund

Fish and Wildlife Service Fish Passage Program $14 million
Fish Habitat Action Plan $10 million
Coastal Program $21 million
Partners for Fish and Wildlife | $100 million
Refuge maintenance and $443 million
restoration

Animal and Plant Health Eradicate Asian longhorned $100 million

Inspection Service beetle infestations
Sudden Oak Death $7 million
containment

Bureau of Land Management | Abandoned Mine Lands $400 million

Army Corps of Engineers

Since Congress added ecosystem restoration as one of the Corps of Engineers’ primary
missions in 1986, the Corps has led some of the nation’s largest and most ambitious
ecosystem restoration projects (e.g., the Florida Everglades, Coastal Louisiana, and Upper
Mississippi River). The Corps has also become a leader in a myriad of smaller-scale
projects. The Corps aquatic ecosystem restoration efforts include restoration of floodplain,
wetland and coastal hydrology and vegetation, shellfish restoration, dam removal, fish
passage, and levee modification, among others. Many of these large and small scale efforts
require significant engineering and construction resources that would create a variety of
jobs. There are also numerous projects that could quickly allocate funding.

We recommend that no less than a third of the Corps overall allocation in the economic
stimulus package be dedicated to ecosystem restoration projects. There may be a tendency
to focus stimulus funding solely on the largest restoration projects. However, to achieve
geographic distribution of funding and to ensure that the stimulus funding meets multiple
small and large scale restoration needs, we encourage distribution among the following
restoration authorities:





e Large-scale programmatic restoration authorizations that have received
construction authority (e.g. Upper Mississippi River, Everglades, Missouri River
Recovery, Puget Sound and Louisiana Coastal Area). Many of these efforts have
invested significant resources in pre-construction engineering and design and have
projects that have received construction authorization but no funding to proceed
with construction. Funding allocated through a stimulus package could be quickly
obligated and provide significant economic and environmental benefits. The total
funding recommendation provided for this line item is based on the FY 2009
spending capability for the five projects listed above.

¢ Individually authorized small to medium scale restoration projects or multi-
purpose projects with a restoration component. There are a suite of projects that
are individually authorized and have received regular investment for feasibility
studies and design. Many of these received construction authority in the last Water
Resources Development Act. Examples of such projects are provided in the list in
appendix I. Funding should be allocated to those projects that have a clear
environmental restoration benefit, are authorized for construction and could quickly
obligate funding.

e Continuing authority programs (CAPs), which include Section 206, Aquatic
Ecosystem Restoration, and Section 1135, Project Modifications for Improvement
of the Environment. These continuing authority programs have been hamstrung by
high demand, insufficient funding and a growing backlog of projects. As a result,
the programs cannot implement new restoration projects and many existing projects
have been languishing without funding. Many of the projects already in the
program cue, some of which have received little or no funding in recent years, have
completed large portions of the necessary design work and could quickly finalize
design and award contracts for construction. Because of the small nature of projects
within these programs (< $ 5 million total Federal cost), a significant investment via
the stimulus package could clear the large backlog and quickly inject stimulus
dollars into the economy.

National Oceanic and Atmospheric Administration (NOAA)

The nation’s coastal areas are home to half of the US population and generate nearly 60% of
our GDP. Restoring ecological health in these areas supports the long-term sustainability of
coastal communities and coastal economies. Restored landscapes provide new opportunities
for businesses such as river rafting or kayaking; they support recreational and commercial
fishing industries; and improve tourism. Working with partners, the National Oceanic and
Atmospheric Administration’s (NOAA) Community-based Restoration Program and
Open Rivers Initiative has the expertise to successfully implement a wide array of coastal
restoration projects that both result in near-term job creation and result in long-term
economic growth by supporting natural resource based economies. NOAA is well prepared
to deliver stimulus funding by competitively selecting projects based on factors such as
ecological benefit, feasibility, cost-effectiveness, and socio-economic benefits, including
meeting job creation criteria.

Over 100 projects have been identified for NOAA with an estimated funding need of over
$700 million. Some examples are included in Appendix I. This is not a comprehensive list
but rather a sampling of projects to demonstrate scope and scale of the existing opportunity
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for this kind of work. Given the demonstrated need, job creation potential, and NOAA’s
capacity to implement projects, we recommend providing a minimum of $250 million in the
economic recovery legislation for coastal and estuarine restoration and fish passage projects
through NOAA.

Bureau of Reclamation

The Bureau of Reclamation is the largest water manager in the western United States, and as
a result, has a significant impact on freshwater ecosystems in the West. While the Bureau’s
mission is focused on water supply, the agency has supplemental authorities to address
endangered species and other environmental concerns related to its projects. Bureau of
Reclamation projects suffer from serious maintenance neglect with much of the water
infrastructure managed by the agency in need of rehabilitation and repair. While we support
investment in the Bureau’s water supply projects, before investing funding in outdated
infrastructure, it is important to seize the opportunity to evaluate whether existing
infrastructure is meeting current needs and if not, to remove it. Furthermore, new
investment in rehabilitation of water supply infrastructure affords an opportunity to identify
modifications that both meet water supply needs and benefit the environment.

Given that there are a number of infrastructure removal, modification, repair and
rehabilitation projects that can both improve water supply and provide environmental
benefit, priority should be given to projects at Bureau of Reclamation facilities that provide
environmental benefit with a minimum of 1/3 of the total funding received by the Bureau
going to these projects. Examples of environmentally beneficial projects the Bureau could
fund include improving the efficiency of water delivery systems to provide water for
environmental purposes, modifications to facilities for fish passage, removal of unused or
derelict facilities and consolidation of irrigation or other diversions to provide environmental
benefit, and restoration of riparian habitats to meet endangered species or other
environmental goals. A list of example projects for the Bureau of Reclamation is included
in Appendix 1.

Department of Transportation

Roads can have a significant impact on ecosystems by causing fragmentation of habitats,
spreading invasive species, and degrading water quality. There are a number of restoration
projects that involve the modification of roads. These projects require significant
engineering and construction resources and as a result, will have a significant job creation
effect. Suggested stimulus investments are outlined below:

e Modification of roads for fish passage. In the past, most road-stream crossing
design has been aimed at minimizing costs, protecting the road and minimizing
traffic interruptions. Less attention has been given to protecting stream functions,
such as sediment transport, fish and wildlife passage, and the movement of woody
debris. Many bridges and culverts disrupt these processes causing ecological
degradation. The last transportation bill provided authorization and funding for
retrofitting culverts on Forest Service lands to improve habitat connectivity. High
Priority Project funding was allocated to Alaska for similar work. This initial
investment for bridge and culvert retrofits should be expanded in the economic
stimulus package. First, $500 million should be provided through existing

6





authorities for road modifications on Forest Service, Fish and Wildlife Service and
Park Service land. Second, a new authority with dedicated funding should be created
to allow state Departments of Transportation to construct projects to retrofit or
replace stream-crossings for environmental benefit. We recommend 2% of the total
allocation to transportation infrastructure be dedicated for this purpose.

e Projects to address water quality impairment related to roads. Modification of
hydrological conditions associated with roads as well as the polluted runoff from
road surfaces seriously degrades water quality in many areas. According to the
Environmental Protection Agency, stormwater runoff from roads, parking lots and
other paved surfaces is the largest source of water pollution today. Furthermore,
there is currently no dedicated funding for localities to address these concerns. In
response to this need, the Senate version of the last transportation bill reauthorization
included the Highway Stormwater Discharge Mitigation Program; unfortunately this
new program was not included in the final conference agreement. To address the
critical threat posed by water pollution from roads, the economic recovery package
should authorize the Stormwater Discharge Mitigation program and dedicate 2% of
the total investment in road infrastructure to these projects.

Environmental Protection Agency

The Environmental Protection Agency leads efforts to address the water quality of our
nation’s rivers, streams and wetlands. We have made great progress since the passage of the
Clean Water Act in reducing the pollution contributed to our waterways, but work remains
to be done. First, much of our water infrastructure, which has been largely responsible for
improvement in water quality over the past 30 years, is aging and in need of re-investment
and repair. This can be accomplished through investment in the Clean Water State
Revolving Fund and Drinking Water State Revolving Fund.

While water and wastewater infrastructure and a strong point source control program have
realized drastic water quality improvements, non point source pollution remains a significant
threat to many of the nation’s water bodies. Investment in activities to address non-point
sources of pollution could go a long way towards improving water quality. Furthermore,
many of the practices that would be employed involve infrastructure development and
modification. For example, one practice with promise is the construction of two-stage
ditches on agriculture land. These wider ditches slow the flow of water leaving agricultural
landscapes, reducing the nutrient and sediment input to downstream water bodies. This type
of work requires construction labor, materials, and equipment and thus would provide an
economic stimulus. To address this non-point source water quality issue, we recommend a
stimulus investment in the Section 319 non-point source pollution program with a focus
on projects that require construction or other infrastructure modification.

Forest Service

More than 100 million acres of federal, state, and private lands are at high risk from
damaging wildfire. Addressing the fire threat by removing overgrown brush and trees and
restoring forest health at a national scale will stimulate local economies and put people to
work in the wildland urban interface and in rural communities. It is also an effective





technique to jump start restoration of degraded ecological systems and to enable fire to play
its natural role even as climate change extends the fire season.

The National Fire Plan, with its sustained program of hazardous fuels reduction, has already
spawned the beginning of a green industry to restore forest health and reduce wildfire
threats. These existing industries range from community-based operations with chainsaws
and trucks to large multi-state operations with mechanical harvesters and hundreds of
employees. Under current programs, only 3 million acres of at-risk forests can be treated
each year and the backlog is growing faster than the treatments can keep up. Accelerated
fuels treatment will require sustained funding to the federal land management agencies and
states and capacity building to get the workforce and business infrastructure in place.

The economic recovery package should address four aspects of this green jobs opportunity:

e Hazardous Fuels Reduction on Federal land. Increase funding to the Forest
Service and Department of Interior agencies in the Wildland Fire Management
account, Hazardous Fuels Reduction line item, for agencies to prepare fuels
treatment projects, gain NEPA clearance, and administer contracts.

e Forest restoration job training. Provide job training programs to build the
workforce and contractor capacity needed to restore forests, using USDA grants
programs and authorities, such as Economic Action Program, Youth Conservation
Corps, Job Corps Centers, and partnerships and agreements.

e Small business incentive grants. Build infrastructure for efficient restoration of
forests and utilization of small diameter wood from fuels treatments by providing
small businesses and local governments with grants and technical assistance (under
the Economic Action Program authorities) and low-interest loans and short-term
lines of credit through the Small Business Administration.

e Hazardous fuels reduction on private lands. Increase funding to the Forest
Service, State Fire Assistance and Department of the Interior, State and Local Fire
Assistance for fuels reduction on state and private lands and for job training and
capacity building to employ local and volunteer firefighters in fuels reduction and
controlled burning.

In addition to restoration of forest lands to reduce the risk of catastrophic fire, there are a
variety of other activities needed to improve forest conditions. Activities for investment on
both forest service land and private lands include reforestation, watershed restoration,
restoration of insect-damaged sites, invasive species management, and maintenance and
reconstruction of roads to reduce environmental impact. These habitat restoration activities
will produce jobs in local communities while improving the health of the nation’s forests.

Animal and Plant Health Inspection Service

The Asian longhorned beetle threatens hardwood forests reaching from New England to
Minnesota and in parts of the West. Sudden Oak Death is an invasive non-native forest
pathogen that infects and kills oaks, hardwoods, and shrubs in the Pacific Coast states and
across the East. Vulnerable forests support hardwood timber, maple syrup, and autumn
foliage tourism industries, each of which represents a multi-million dollar contribution to the
economy. Furthermore, these pests and blights threaten economic harm, job losses to the
timber, agriculture, and nursery industries, plus state, national, and international quarantines.
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Asian longhorned beetle, in particular, also puts urban trees in cities across the country at
risk; these trees have a total value of more than $600 billion. The experience in Chicago
shows that the beetle can be eradicated when sufficient resources are deployed.

The Animal and Plant Health Inspection Service has been working in partnerships with state
agencies to eradicate these pests and blights, and the stimulus package presents an
opportunity to ramp up eradication efforts. Stimulus funding would allow for efforts to
eradicate the extensive Asian longhorned beetle outbreak detected in Massachusetts in
summer 2008 as well as complete eradication of previously known infestations in New York
and New Jersey. Funds would also be used to hire workers to target Sudden Oak Death
outbreaks in Southern Oregon and Northern California with work concentrating on early
detection, host removal, and eradication efforts. Funding would allow hiring and equipping
of hundreds of workers who would remove the several thousand infested trees, apply proven
chemical treatments to tens of thousands of trees exposed to the insect, and carry out
intensified surveys to ensure that no beetles escape.

Fish and Wildlife Service

The US Fish and Wildlife Service operates a number of voluntary habitat restoration
programs that provide grants to improve fish and wildlife habitat. All of these programs
currently have a backlog of projects and could spend funding quickly on restoration projects
such as dam removal and fish passage construction, fish habitat restoration, and wildlife
habitat restoration. We recommend investment in the following programs:

e Fish habitat restoration: The Fish and Wildlife Service operates a fish passage
program that provides grants for the removal or modification of barriers to fish
passage as well as the National Fish Habitat Action Plan, which provides funding to
partnerships for on-the-ground fish habitat restoration. Based on current backlogs,
we recommend $14 million and $10 million, respectively, for each of these programs

e Coastal Restoration: The Fish and Wildlife Service’s coastal program focuses on a
variety of coastal restoration projects ranging from invasive species removal to
coastal marsh and wetland restoration by cost-sharing restoration projects with
coastal landowners. The program has an average annual funding level of $11 million
and a project backlog of $10 million; thus, we recommend a stimulus investment of
$21 million.

e Partners for Fish and Wildlife: The Partners Program provides funding to private
landowners for projects in all habitat types that conserve or restore native vegetation,
hydrology, and soils associated with imperiled ecosystems such as longleaf pine,
bottomland hardwoods, tropical forests, native prairies, marshes, rivers and streams.
This program currently funds approximately $75 million in projects per year and has
a backlog exceeding $35 million. We recommend $100 million in stimulus funding.

In addition, hundreds of thousands of acres of native habitat on national wildlife refuges is
in need of restoration, which is critical to maintaining healthy populations of game and
nongame species. Of particular note are the many national wildlife refuges that are being
overtaken by invasive plants and animals that crowd out native vegetation and degrade the
quality of wildlife habitat. Investment is needed hire teams of workers to cultivate and plant
native trees and grasses and eradicate invasive species as well as contract local companies





and workers to repair, construct and restore deteriorating water infrastructure that provides
important wildlife benefits.

Bureau of Land Management

The Bureau of Land Management (BLM) Abandoned Mine Land (AML) program seeks to
eliminate or reduce dangers to public health, safety and the environment as a result of
impacts related to abandoned hard rock mines on public lands. There are over 12,000
abandoned mines. Of the 12,000 sites that have been evaluated and approximately 80%
need remediation. In addition there are estimated to be a total of 100,000-500,000
abandoned sites yet to be fully characterized for remediation.

Environmental problems from abandoned mines include: contaminated/acidic surface and
ground water; and stockpiled waste rock and mill tailing piles. In addition, surface runoff
can carry AML-originated silt and debris down-stream, eventually leading to stream
clogging. Sedimentation results in the blockage of the stream and can cause flooding of
roads and/or residences and pose a danger to the public. Sedimentation may also cause
adverse impacts on fish. The cost estimates to clean up abandoned hardrock mines range
from $30 - $70 billion. The BLM AML program could quickly allocate a minimum of
$400M, which could produce tens of thousands of jobs.

Minimizing Environmental Damage from Hard Infrastructure Projects

Design approaches and environmental standards have improved dramatically since much of
our current infrastructure was built. If we are to avoid many of the harmful impacts of past
infrastructure development, any new investment in infrastructure should seize on the
opportunity to use the state of the art design and building standards that are already being
applied in many places.

An important example of an improved design approach is the development of stream
crossing standards for roads in New England. One study inventoried 3,600 crossing
structures in New England and identified over 2,000 that act as severe barriers to aquatic
organism passage and river processes, demonstrating that road crossings present one of the
greatest threats to these aquatic ecosystems. In response, the New England District of the
Army Corps of Engineers, working with state and NGO partners, developed standards for
road-stream crossings that ensure new or rebuilt crossing structures maintain habitat
connectivity by defining minimum criteria for parameters such as minimum bridge span
width, culvert design, and substrate type. The standards apply to all new projects seeking
regulatory approval under the programmatic general permit for each state in New England
and offer a tested model to apply to road projects nation-wide.

Many infrastructure projects are being developed in coordination with regional conservation
plans such as ecoregional assessments, regional Habitat Conservation Plans (HCPSs), and
watershed plans. Many organizations utilize ecoregional assessments to identify important
conservation areas sufficient to ensure the long-term persistence of the ecoregion’s
biodiversity. The Nature Conservancy, Western Governor’s Association and Bureau of Land
Management are all investing in some form of ecoregional planning to guide decision-
making. Similarly, California has employed regional HCPs for infrastructure siting,
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permitting and mitigation and has recognized the streamlining benefits of this approach.
These planning tools ensure that necessary project permitting can go forward in a timely
manner and result in mitigation that provides greater ecological benefit. Therefore, projects
that utilize these tools should be given priority in allocation of stimulus funding.

In the realm of water resources infrastructure, numerous studies and decades of experience
have demonstrated the economic and environmental benefit of combining non-structural
approaches with structural projects to achieve flood risk reduction goals. The best example
of this approach is the development of set-back levees that provide flood protection but do
S0 in a way that maintains connection between the floodplain and the river and allows the
floodplain to serve its natural function of attenuating floods. This design approach is a
significant departure of the traditional practice of building levees directly on the river bank
but should be employed where possible in any new investment.

Broad scale standards for bridge design, regional planning and flood risk reduction should
be adopted in a stimulus package to steer the agencies’ project selection toward those
projects that employ best practices such as the ones described above. Funding should first
be allocated to projects that have been designed using these techniques. While we
understand the need to allocate funding quickly, there will be a number of projects that are
not designed using the best design practices but that could easily be retrofitted to meet these
standards. A second funding priority should go to those projects that can be retrofitted to
reduce or reverse environmental damage. The third tier for funding should be any other
project that has completed design and environmental review and is ready to be built but does
not employ innovative design practices to minimize environmental damage.

For more information on any of the concepts presented in this paper, please contact:

Bob Bendick

Director of Government Relations
rbendick@tnc.org

703-841-4582

Jason Albritton

Senior Policy Advisor for Water Resources
jalbritton@tnc.org

703-841-4105
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APPENDIX |

This appendix provides a list of example projects to demonstrates on-the-ground
funding need, but is not meant to be an exhaustive list of stimulus projects.

ARMY CORPS OF ENGINEERS

State  [Site Project Funding
Need
Large-scale Regional Ecosystem Restoration
FL Everglades South Florida Ecosystem Restoration $702,000,000
Program
IL Upper Mississippi Upper Mississippi River Environmental ($20,000,000
River Management Program
IL Upper Mississippi Upper Mississippi River Navigation and ($50,000,000
River Ecosystem Sustainability Program
Multiple [Missouri River, NE,  |Missouri River Fish and Wildlife $20,600,000
1A, SD, MO, KS Recovery Program
WA Puget Sound Puget Sound and Adjacent Waters $11,121,000
Ecosystem Restoration
Multiple |Nationwide Estuary Restoration Act $10,000,000
Individually Authorized Projects
AZ Bill Williams River ~ |Alamo Dam $200,000
CA Hamilton City Increase floor protection through levee  |$15,700,000
replacement and habitat restoration
IL Illinois River Illinois River Basin Restoration $8,000,000
MD Poplar Island, Talbot |Poplar Island Ecosystem Restoration $18,000,000
County
MD, VA|Chesapeake Bay Oyster Recovery $5,000,000
MD, VA |Chesapeake Bay Environmental Protection and Restoration |$14,000,000
Program
MT Yellowstone River Yellowstone River and Tributaries (Sec. |$10,000,000
3110)
MT Dornix Park Project, |Levee removal, floodplain and wetland [TBD
Big Timber restoration, interpretive centers, trails,
sustainable gardening, tertiary wastewater
treatment
WA Whidbey Basin, Snohomish River Estuary, Diking District |$10,575,000
Snohomish County 6
Continuing Authority Programs
OR Camp Creek - Remove small push-up dams to restore | $575,000
Zumwalt Prairie aquatic and riparian habitat
VA Powell River, Powell River $4,000,000
Southwest Virginia
VA Village of Oyster Restore degraded wetlands and remove | $832,000

invasive species
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NATIONAL OCEANIC AND ATMOSPHERIC ADMINISTRATION

Funding
State Site Project Need
Mobile Bay National Prichard Reading Park stream bank
AL Estuary Program restoration $30,000
Water conservation via recycled water
CA Central California Coast infrastructure and water storage $10,000,000
CA Monterey County San Clemente dam removal $8,000,000
Pequonnock River, Cement apron modification (to
CT Bridgeport enhance fish migration) $90,000
DE New Castle County Brandywine dam removals $2,000,000
FL Florida Keys Staghorn coral large scale restoration $5,500,000
Sedimentation controls to protect
HI Hawaiian Islands corals $12,000,000
Habitat improvement and hard
MA Little River infrastructure removal $240,000
MD Patapsco River Simkins/Daniels dam removal $2,000,000
Penobscot River dam removal and fish
ME Penobscot River passage restoration $15,000,000
M Muskegon Lake Wetland and shoreline restoration $3,500,000
Alligator River Growers drainage re-
NC Pamlico Sound diversion project $6,000,000
NH Great Bay Estuary oyster and eelgrass restoration $7,000,000
Restoration of critical habitat for
horseshoe crabs and migratory
NJ Cape May shorebirds $24,434,000
Hard clam restoration throughout
NY Great South Bay 65,000 acre estuary $10,000,000
Sediment source reduction
Illinois River Basin, prioritization action plan and pilot
OR Josephine County projects $5,000,000
Upper Pawcatuck River,
RI Shannock Village Fish passage restoration $2,500,000
The Moses Lake, Shoreline protection and marsh
TX Galveston County restoration project $820,000
Lagoon-wide restoration of sea grass,
VA Eastern Shore of VA bay scallops, and oysters $10,000,000
WA Puget Sound Regional restoration projects $105,000,000
Invasive control and wetlands
Wi Hog Island, St Louis restoration $2,000,000
CT, NY,
RI Long Island Sound Oyster and shellfish restoration $25,000,000
FL, AL,
MS, LA,
TX Gulf of Mexico Marine debris crews $9,500,000
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BUREAU OF RECLAMATION

Funding
State Site Project Need
AZ Lower Colorado River | Laguna restoration $16,000,000
AZ Lower Colorado River | Hunter's Hole restoration $7,000,000
Upper Colorado River Upper Colorado Endangered Species
CO and tributaries Recovery $1,280,000
Gunnison/Uncompahgre
CO basin Selenium control $2,800,000
CO San Juan River Rock slide repair $7,000,000
CO Colorado River Tamarisk control $2,000,000
Colorado River, Mesa _Orchard Mesa Irrigation District $15,000,000
CO County improvements
Irrigation dam rehabilitation, fish
Cartersville Dam, passage, entrainment protection, boating
MT Forsyth and recreation TBD
DEPARTMENT OF TRANSPORTATION
State Site Project Funding
Need
Control of invasive plant species to
Northwestern protect rare species and plant $2-
IN Indiana communities 3,000,000
ME Penobscot River Culvert replacement $175,000
Construction of second bridge span over
side channel, 2-3 mile long chute
restoration, new bridge, floodplain
1-94 Bridge, island habitat restoration, trails, ice jam
MT Glendive flood abatement TBD
Environmentally-beneficial designs for | $2-
OH Statewide stream crossings 3,000,000
ENVIRONMENTAL PROTECTION AGENCY
Funding
State Site Project Need
Nanticoke River Implementation of the Nanticoke
DE watershed Restoration Plan $300,000
Install 200 miles of two stage ditches in
IN Statewide headwater drainage ditches $2,500,000
Maumee drainage environmentally
OH Lake Erie basin friendly channel design projects $20,000,000
Improved municipal storm water
OH Statewide handling TBD
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FISH AND WILDLIFE SERVICE

Funding
State Site Project Need
Pemberton Forest
Preserve, Sussex
DE County Ponders Tract restoration $258,370
Milford Neck
Preserve, Kent Upland forest and wetlands restoration
DE County at Milford Neck $250,000
Town of North Branch Hoosic River Dam
MA Clarksburg Removal $332,000
MA Town of Plymouth | Eel River Headwaters Restoration $100,000
West Branch Housatonic River, Mill St.
MA Pittsfield Dam Removal $320,000
Muskingum River dam(s) removal or
OH Ohio River basin improvement $200,000,000
Lake Champlain
VT Basin Lake Champlain Basin Aquatic Passage | $2,000,000
NATIONAL PARK SERVICE
Funding
State Site Project Need
Blackstone River, Worcester
Consolidated Street Railway (Mass
MA Millbury Electric) Dam Removal $750,000
ANIMAL AND PLANT HEALTH INSPECTION SERVICE
Funding
State Site Project Need
MA, NY,
NJ Regional Asian Longhorn Beetle Eradication $100,000,000
Detect and eliminate Sudden Oak Death
OR, CA | Regional infections $7,000,000
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TESTIMONY OF MARK SINGLETON, OUTDOOR ALLIANCE
UNITED STATES SENATE
ENERGY AND NATURAL RESOURCES COMMITTEE
FuLL COMMITTEE HEARING: TO RECEIVE TESTIMONY REGARDING INVESTMENTS IN CLEAN
ENERGY AND NATURAL RESOURCES PROJECTS AND PROGRAMS TO CREATE GREEN JOBS AND
TO STIMULATE THE ECONOMY (SD-366).
JEFF BINGAMAN, CHAIRMAN
DECEMBER 10, 2008

WRITTEN TESTIMONY SUBMITTED BY MARK SINGLETON
CHAIRMAN, OUTDOOR ALLIANCE

Mr. Chairman and members of the Energy and Natural Resources Committee:

Outdoor Alliance is a coalition of six national, member-based organizations devoted to
conservation and stewardship of our nation’s public lands and waters through responsible
human-powered outdoor recreation. The Outdoor Alliance includes: Access Fund,
American Canoe Association, American Hiking Society American Whitewater,
International Mountain Bicycling Association, and Winter Wildlands Alliance.
Collectively, the Outdoor Alliance has members in all fifty states and a network of almost
1,400 local clubs and advocacy groups across the nation. Our coalition represents the
millions of Americans who hike, paddle, climb, mountain bike, backcountry ski and
snowshoe on our nation’s public lands and waters.

Our staff and members spend much of their free time exploring public lands via the
roads, trails, rivers, and at the campsites. Collectively, we witness firsthand the state of
these resources and are among the many people impacted by an aging infrastructure that
is mismatched with today’s priorities for public land management. We recognize the
need for active and immediate efforts to bring our public lands infrastructure and in some
cases the lands themselves up to standards. Perhaps most importantly today, we believe
that doing so would create an array of economic benefits across multiple sectors of the
United States economy immediately and for decades to come.

Specifically, we suggest that the Committee prioritize the following activities in an
economic stimulus package:

US Forest Service Road Decommissioning and Restoration: Unmanaged roads can
wash out and erode, pollute water, damage wildlife habitat, impact recreation, and speed
the spread of weeds. The current 380,000-mile US Forest Service (USFS) road network
contains many redundant, obsolete or unnecessary roads that are costly to maintain and
do not serve the millions of people who visit national forests. Outdoor Alliance supports
a common-sense policy, including retiring unnecessary roads to limit environmental
damage and focusing scarce resources on maintaining the roads that best serve the public.
Currently, deferred maintenance is over $8.4 billion nationwide and increases annually as
allocated funds fall far short of annual maintenance needs. A number of national forests





have already set sound road maintenance priorities, but lack the funds to reach those
goals. An infusion of funding into road management would immediately put people to
work and would avert risks to water supplies, wildlife habitats, recreational opportunities,
and fire-sensitive communities.

USFS and BLM Recreation Infrastructure Improvements: Forest Service and
Bureau of Land Management (BLM) lands often provide the closest and best mountain
biking, backcountry skiing, hiking, snowshoeing, paddling, and climbing opportunities
for millions of Americans. Investing now in the construction and maintenance of trails,
river access areas, campsites, parking areas, sanitary facilities, and other visitor amenities
— in the tradition of the Civilian Conservation Corps — would immediately create new
jobs and benefit our citizens and gateway economies for decades to come.

Federal Agency Recreation Field Staff: The primary federal land management
agencies (US Forest Service, Bureau of Land Management, National Park Service, and
US Fish and Wildlife Service) each have a significant need for recreation field staff. The
National Park Service has proposed 3,000 new rangers as part of their Centennial
Initiative, and the other agencies certainly have a similar need. Hiring field staff to
interact with the visiting public would directly create thousands of new jobs, encourage
recreation-based tourism, reduce planning conflicts and errors, and create new
opportunities for volunteerism. We envision these individuals as highly skilled
recreationists that share experiences with the public, forming an invaluable personal
connection between public land managers and the public.

Each of these priorities would result in both immediate and lasting economic and societal
benefits for communities near public lands and the nation as a whole. In addition, each of
these priorities is a wise and necessary investment that will protect at-risk public assets.
We ask that you consider the following relevant points:

1. These priorities offer a wide range of jobs: From backcountry trail crews
requiring physical stamina, to engineers requiring years of higher education, the
priorities we are suggesting provide a full range of job opportunities. Thus, these
projects offer work for a broad cross section of citizens.

2. These priorities offer construction related jobs: Many of the jobs relating to
public lands infrastructure are within the hard-hit construction field. These jobs
include heavy equipment operators, engineers, architects, surveyors, landscapers,
and general contractors.

3. These priorities bolster the recreation economy: Outdoor recreation is a $730
billion industry in the US, and the vast majority of outdoor recreation occurs on
public lands. These priorities will enhance recreation opportunities and in turn
the recreation economy. The economic benefits of these actions are significant in
both the manufacturing of outdoor equipment and products, and also in the
nature-based tourism economies of countless and often rural communities. Itis
our belief that high quality infrastructure, landscapes, and management result in





high quality recreational experiences and in turn increased participation in human-
powered outdoor recreation.

4. These priorities avert economic and ecological risks: Many roads and other
infrastructure elements require maintenance to prevent failure — and failure can
have massive impacts requiring costly remediation. Getting to work on the sizable
backlog of basic maintenance and in some cases decommissioning of public land
infrastructure is a good and needed investment. Doing so will protect the
landscapes, water, and recreation that define our public lands, and protect our
nation from future, much larger management expenses. Taking these actions is
analogous to putting a new roof on your house to avoid major water damage — and
by all accounts there are already some leaks in the old roof.

5. These priorities can happen right away: There is certainly no shortage of work
to be done, and it is our understanding that agencies have active lists of projects in
need of implementation. Unlike some agency actions, infrastructure maintenance
and enhancements are generally noncontroversial and in fact popular with the
public. Therefore agencies should be able to complete the planning and
implementation of such projects in short order. In the parlance of the day, what
we have recommended is “shovel ready.”

6. These priorities have additional societal value: Protection and enjoyment of
our American landscapes are core values of our nation. In addition to their
inherent and iconic value, public lands provide human-powered outdoor
recreation opportunities that foster public health, childhood development, an
invaluable connection with nature, and other quality of life benefits. We believe
that investing in our public lands is money well spent.

In conclusion, we feel that offering federal land management agencies significant
economic stimulus funds for the priorities that we have listed above will have an
immediate and lasting positive impact to the United States economy. We feel that the
funding levels suggested at today’s hearing by the witnesses (Roughly $2-3.5 billion each
for BLM and USFS per year, and roughly $1.5 billion for the NPS) represent reasonable
balances between the agencies’ needs and their capacities.

Thank you for considering this testimony.

Sincerely,

Ml S lom—

Mark Singleton: Executive Director, American Whitewater; Chairman, Outdoor Alliance
Brady Robinson: Executive Director, Access Fund

Martin Bartels: Executive Director, American Canoe Association

Greg Miller: Executive Director, American Hiking Society

Mike Van Abel: Executive Director, International Mountain Bicycling Association
Mark Menlove, Executive Director, Winter Wildlands Alliance






Testimony of Scott Jorgensen,
President and CEO, Solarsa Inc.
Presented to the

United States Senate Committee on Energy and Natural Resources

Mr. Chairman, Ranking Member Domenici, and Members of the Committee, | am submitting
this unsolicited testimony for your consideration as you work through an immediate
economic stimulus package because | believe you can turn this crisis into an extraordinary
opportunity to achieve far-reaching benefits for our country and the world. | wish my voice
to be heard in strong support for you to combine rapidly S. 3233, the 21* Century Energy
Technology Deployment Act, and S. 2730, the Clean Energy Investment Bank Act of 2008 and
make the combined act a key component to the economic stimulus package with an initial
funding of $10 billion dollars.

Please allow me to introduce myself. My name is Scott Jorgensen, | am President and CEO of
SOLARSA INC., headquartered in Tampa, FL. | started the company in 2003 and have
developed it into one of the leading providers of solar thermal and photovoltaic solutions in
the country. Please visit our website at www.Solarsa.com to find out more about our
company. In short, our main business is selling renewable, on-site energy and cogeneration
systems (which we call our Energy Independence Systems®) directly to residential or small
business end users or to third parties such as general contractors who install the systems for
the end user. These systems are comprised of one or more of the following components,
solar hot water, solar air conditioning, and solar electric. We sell Energy Independence
Systems to residential, commercial and industrial clients and we franchise our business
model.

The bills | referred to above, S. 3233 and S. 2730, create a federal funding entity whose
purpose is to invest in renewable energy and energy efficiency technologies which can put
people to work immediately — engineers, contractors, plumbers, electricians and solar
installers to work in every community throughout America. Investments that can help
ameliorate the financial crisis with real assets as collateral for the loans.

| encourage this Committee to specifically provide this $10 billion dollars for an economic
stimulus package that focuses on existing, proven technologies that are not being fully
exploited, such as energy efficiency enhancements and solar thermal installations for
residential and small business.

Loan guarantees, energy-efficiency mortgages, and secondary market support for energy
efficiency improvements, solar thermal applications and other similar technologies provide
the greatest short and long-term societal benefit for our tax dollars. These ‘unsexy’
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improvements and technologies can be made more attractive by encouraging the
aggregation of such projects for resale to a government-sponsored secondary market. Don’t
throw money at a single solution, build sustainable financial markets that can eventually
stand on their own and keep generations of Americans working.

Energy efficiency, solar thermal cooling/heating and solar hot water projects can make a
meaningful contribution to our energy, environmental, economic or physical security but
have difficulty accessing private sources of funding due to aggregation-related credit issues,
unknown residual values, inadequate secondary markets for used equipment and/or certain
regulatory risks.

Eventually, the federal funding entity needs to expand authority to fund energy supply
solutions for new technologies under development that meet the goal of energy
independence. Additionally, the federal funding entity requires the flexibility to invest in
expansion and improvement of the transmission grid, which will provide benefits in job
creation and energy security into the future.

States should participate in the federal funding entity through Intergovernmental
Agreements with risks sharing for the deployment of energy efficiency and solar thermal
technologies. | spoke at the second annual “Serve to Preserve Summit on Global Climate
Change” in Miami this year hosted by Florida’s Governor Charlie Crist. During my session
titled “Going Green Makes Economic Sense”, | proposed a $1 billion dollar loan guarantee
program to put solar thermal cooling, heating and hot water into Florida’s government
buildings. This $1 billion dollar initiative translates into 200 to 300 solar thermal cooling
projects ranging from $1 million to $10 million dollars each throughout the State of Florida.
A single billion dollar investment in “solar cooling” shifts $4 billion dollar in fossil fuels
purchases to create jobs directly in our local communities. Annual energy for cooling and
ventilating commercial buildings and homes consume over 50% of all electricity produced in
Florida

Dr. Hermann Scheer, a member of the German Parliament, President of EUROSOLAR, the
European Association for Renewable Energy, and General Chairman of the World Council for
Renewable Energy, met with me at the second annual “Serve to Preserve Summit” in Miami.
Dr. Scheer, who has led Germany’s rise to a solar and wind energy superpower, said that
countries need to do three things to push renewable energy: guarantee payment (through
loan guarantees), guarantee access to grid for any producer of renewable power, and to not
cap contribution of renewable power.

Except for a short time working for Price Waterhouse in New York City, | have worked the
majority of my life in small family businesses. | am your foot soldier in our “war against
unsustainable living”.
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After 9/11 occurred, | felt directly responsible for that event due to my prior profligate use of
energy. Now, as a responsible person who assumes full responsibility for my actions and
inactions, | have been working diligently to see that my sons and daughters live in a better
place. My existing businesses turned to recycling and saving energy immediately. And |
started a new company focused on solar thermal energy for air conditioning. For the past 18
months, my solar company, Solarsa has spent $500,000 dollars engineering three of the
largest on-site solar thermal (cooling, heating & hot water) systems in the world that make
economic sense regardless of gas prices. Solarsa uses technology that has been tested,
certified and is readily available. Thousands of similar systems are in Asia and Europe.

Financing remains our biggest hurdle.

Energy efficiency and solar thermal (hot water) projects can make a meaningful contribution
to our energy, environmental, economic or physical security but have difficulty accessing
private sources of funding due to aggregation-related credit issues, unknown residual values,
inadequate secondary markets for used equipment and/or certain regulatory risks. A federal
funding entity can smooth the way for valuing these risks and encouraging the private
markets to accept certain risks.

With a back ground in accounting and finance, over 25 years of running my own businesses
and five years in startup mode for my solar thermal energy company, | present to you:

The Jorgensen Plan:

e Ask the American people to work hard, even ‘pay the price’ for “Energy
Independence”. And we will. Pricing signals matter.

e Provide immediate emergency funding of $10 billion for a federal funding entity (as
identified in S. 3233 and S. 2730) and $100 billion each year for the next nine years.

e Provide loan guarantees for large and small energy efficiency and solar thermal
projects.

e Create a government-sponsored secondary market to aggregate residential and
commercial scale energy efficiency and solar thermal projects so that Americans can
invest in our homes, businesses and communities.

There are Americans that will never hold a rifle, but we Americans are ready to fight and
work hard for our “Energy Independence”. Give us not guns, but create financial markets so
that we can invest in our homes and businesses. After 9/11, the country had an opportunity
to call the American people to war against oil... not for oil.

We have had enough finger pointing; Americans are ready to take responsibility for 9/11,
climate change, high or low gas prices and world unrest. We no longer accept Washington,
Wall Street or Detroit blaming others for their demise.
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Shift to long-term thinking. Consider the legacy we leave our children. Thirty years from
today, what will our children remember of what we did today? What will the history books
say about you, about me? Wall Street bailout. Detroit bridge-loan. Job losses... Not exciting
things to be remembered by.

Call Americans to work! To work harder for our “Energy Independence”! We don’t need
handouts, but jobs. Jobs that are sustainable. We are willing to work hard, save and invest
in our children’s future. Our grandparents knew how to save and maybe we need to live a
little more like they did.

From democrats to republicans, both parties have changed because of us, the voters. | call
on Congress to immediately replace purchases of fossil fuels with manufacturing, finance,
engineering, installation, maintenance and repair jobs through the enactment of a combined
S. 3233, the 21°" Century Energy Technology Deployment Act, and S. 2730, the Clean Energy
Investment Bank Act of 2008 and a minimum funding of $1 trillion dollars over ten years.

Call on Americans to help, to innovate, to invest and to save. Make “Energy Independence”,
America’s number one priority. Thirty years from now, | want my grandchildren to see those
same solar panels still working that we installed during this first year of our “war against
unsustainable living”!

Thank you for the opportunity to put my thoughts before this Committee. | would be happy
to provide additional information or background on anything included in this testimony.

DC01\142355.1
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DIRECT INSTALLATION OF ENERGY EFFICIENCY PROGRAM
Section 1. Short title.—This Act may be cited as the Energy Efficiency and Jobs

Creation Act of 2008”.

Section 2. Congressional findings and declaration of purpose.
(a) Findings
The Congress finds that —

(1) energy use in private and public sector owned and managed buildings
is excessive and implementation of aggressive energy efficiency measures will have an
immediate and substantial effect in reducing energy demand,;

(2) the development and implementation of comprehensive energy
efficiency projects in existing buildings will dramatically help residential consumers,
schools, government and businesses become more energy efficient, upgrade their
infrastructure, generate energy cost savings, and produce high quality jobs;

(3) the widespread use of energy efficiency measures in existing
buildings will reduce regulated air pollutants and greenhouse gas emissions; and

(4) the Federal Government has a responsibility to promote the use of
energy efficiency measures and pursue energy efficiency policies in all sectors of the
economy and for all homeowners in order to stimulate the economy by reducing energy
demand and the resultant amount of fossil fuels that need to be purchased outside of the

United States, by generating energy cost savings, and creating new jobs.
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(b) Purpose.—It is the purpose of this Act to promote energy efficiency and create

jobs.

Section 3. Authorization of appropriations — For the purpose of carrying out this Act,

there are authorized to be appropriated $10,000,000,000.

Section 4. Use of funds.

(a) Of the amount provided in this Act, one half will be for institutional and state
and local buildings, and the remaining half distributed among residential buildings,
commercial buildings, and industrial buildings.

(b) Within thirty days of the release of funds under this Act, the Secretary of
Energy shall distribute 49.5% of the funds to the state energy offices in the states, as
defined by 42 U.S.C. 8 6322, or other agency designated by the Governor of the state or
the Mayor of the District of Columbia, with one-half of the funds disbursed in accordance
with population and one-half disbursed on an equal basis to all the states and the District
of Columbia. Of the amounts provided in this section, .1% of the funds shall be
disbursed equally to Puerto Rico, Guam, American Samoa and the U.S. Virgin Islands.

(c) The Secretary of Energy will disburse the funds to each state, the District of
Columbia, Puerto Rico, Guam, American Samoa and the U.S. Virgin islands upon receipt
of a certification from each state Governor or the Mayor of the District of Columbia that
the funds will be disbursed during the next nine months for the following purposes:

(1) Investments in comprehensive energy efficiency retrofits of existing

state buildings and facilities, including buildings and facilities of state universities and
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community colleges, and local government buildings and facilities, including buildings
and facilities of municipalities, counties, vocational districts and school districts;

(2) Investments in comprehensive energy efficiency retrofits of existing
residential homes, either single or multi-family, so long as the residences are not eligible
for participation in the Low-Income Weatherization Assistance Program in that
jurisdiction, and for already established programs that deliver these energy efficiency
retrofits on a direct install basis and that does not require a financial contribution from the
resident to pay for the retrofits;

(3) Investments in energy efficiency retrofits in commercial facilities,
particularly energy efficiency retrofits in existing retail and other small commercial
facilities (under 450 kW) on a direct install basis pursuant to programs that have been
established in the marketplace in any jurisdiction; and

(4) Investments in industrial energy efficiency retrofits in existing
industrial facilities, utilizing established methods, including implementing potential
investments identified as a result of the US Department of Energy’s “Save Energy Now”
program.

d) Within three months of the date of enactment of this Act, the Secretary of
Energy shall publish guidance which sets forth the metrics that the Secretary shall utilize
in evaluating the state reports submitted in accordance with subsection ().

(e) Within nine months of the release of funds from the Secretary of Energy, the
states, the District of Columbia and the designated territories shall have disbursed these
funds for energy efficiency retrofits in the existing buildings described in subsection (c).

Energy efficiency programs implemented in accordance with this section shall be:
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(1) monitored and verified to ensure that energy efficiency measures are
being implemented and are saving energy on a cost effective basis, that is that they have
scores on the Total Resource Cost (TRC) test as defined in the California Standard
Practice Manual for energy efficiency programs of greater than 1.; and

(2) implemented by the states or third parties designated by the states,
such as energy service companies or electric or gas utility companies or local

governments.

(F) Within ten months of the release of funds from the Secretary of Energy, the
states, the District of Columbia and the designated territories shall report to the Secretary
on the use of funds, including the monitored and verified energy savings actually
produced, projected energy savings over the next twelve months, the specific entities
implementing the energy efficiency programs, and the direct and indirect employment

created as a result of these programs.

(9) Within twelve months of the release of funds from the Secretary of Energy,
the Secretary shall disburse the remaining 50% of the funds to the states and the District
of Columbia in accordance with the performance of these entities in achieving monitored
and verified cost-effective energy savings and increases in employment, as determined by
a review and analysis of the reports submitted in accordance with subsection (f). A three
month period will be given to these jurisdictions to cure any failures in compliance with

the requirements under subsection (c) and subsection (f). In the event of failure to
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successfully meet these requirements after the three-month cure, period the Secretary

shall provide no additional funding under subsection (g) to that jurisdiction.

Section 5. Limitation on the use of funds.

(@) In the event the states, the District or Columbia or the designated territories
determine that the funds disbursed under this Act cannot be expended for the respective
residential, commercial, institutional or industrial purposes in accordance with the
percentages required in subsection 4(a), then the states may reallocate these funds to
other energy efficiency purposes in the other sectors for direct installation of energy
efficiency in existing buildings after submitting a report to the Secretary of Energy within
ten months after the initial distribution of funds by the Secretary under this Act consistent
with subsection 4(f). Subject to approval of the report by the Secretary, the additional
disbursement of funding under subsection (g) will be permitted.

(b) The states shall not utilize more than ten percent of the funds provided under
this Act for administration of the programs under this Act, and no more than five percent
of the funds provided under this Act shall be utilized for monitoring and verification

activities and ensuring the energy savings are sustained.

Section 6. Effect on other laws. — An Environmental Impact Statement or any other
environmental review, in accordance with the National Environmental Policy Act of

1970, shall not be required under this Act.
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[APPROPRIATIONS - NOTE - THE STATUTE IS AN AUTHORIZATION -
THE FOLLOWING LANGUAGE COULD BE UTILIZED FOR THE
APPROPRIATIONS LANGUAGE - ASSUMING A SUPPLEMENTAL
APPROPRIATIONS BILL/STIMULUS PACKAGE]

Use this language in any legislation we propose

Department of Energy

Energy Efficiency and Renewable Energy

For an additional amount for “Energy Efficiency and Renewable Energy”,
$10,000,000,000, to remain available until expended: Provided, That of the funds
appropriated, the entire amount is directed to the Energy Efficiency and Jobs Creation
Act of 2008: Provided further, That of the funds appropriated for this purpose, the
Department of Energy shall disburse the funds to the states no later than thirty days after
enactment for purposes of section 4(b) of the Energy Efficiency and Jobs Creation Act of
2008, and within twelve months of enactment for purposes of section 4(e) of the Energy

Efficiency and Jobs Creation Act of 2008.
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Mr. Chairman and members of the Committee, my name is Malcolm
Woolf and | am Director of the Maryland Energy Administration. |1 am appearing today
on behalf of the National Association of State Energy Officials (NASEQO). NASEO
represents all of the state energy offices in Washington, D.C., and helps coordinate the
work of the energy offices throughout the United States. We are pleased to have this
opportunity to discuss immediate steps the federal government can take to accelerate
energy solutions that will promote affordable, reliable and clean energy, and also help
address our immediate fiscal challenges. Prior to joining the Maryland Energy
Administration, | served as Staff Director of the Natural Resources Committee of the
National Governors Association, counsel on the U.S. Senate Environment and Public
Works Committee and in private legal practice.

SUMMARY

It is hard to overestimate the promise of clean energy to stimulate the
economy, create green collar jobs, advance energy security and address our climate and
environmental challenges. To be successful, however, we need to re-establish a true
partnership between the states and the federal government on energy matters. We need to
leverage the federal government’s resources with the ability of states to experiment with
innovative new strategies and implement programs on the ground. By building a more
meaningful partnership, we can achieve our ambitious energy goals.

Major new investments in clean energy should be a critical part of the
emerging economic recovery package. Like roads and bridges, such investments
immediately create new green collar jobs, ranging from attic insulators to solar installers.
Such jobs can’t be outsourced overseas. And these investments will continue to pay
dividends in the years to come by reducing our monthly energy bills, increasing
generation of clean, renewable power, and accelerating our nation’s transition to a more
sustainable energy future.

For many years we have discussed the need to achieve significant increases in
energy efficiency in order to strengthen our economy and reduce dependence on foreign
imports. We are now facing an historic opportunity where Congress and the
Administration are committed to this effort.

States are uniquely positioned to immediately implement major new
energy investments. Currently, state energy offices and research institutions manage
approximately $3 billion in program funding annually. As such, energy offices can
provide a ready-made, 50-state delivery mechanism.

These proposals would strengthen the Federal, state and local partnerships and
create the opportunity for significant success. Many states and local governments are
already setting ambitious goals and the funds that we are requesting would help establish
a real partnership, not just one based on platitudes.

For example, under Governor O’Malley, Maryland enacted earlier this year one of
the nation’s most ambitious energy efficiency goals to reduce consumption 15% by 2015.
We already have a list of pre-approved energy performance contractors ready to overhaul
state buildings, as well as programs for energy efficiency grants and low interest loans to





local governments, non-profits, and private businesses, and workforce training to create
qualified contractors that can improve home performance. While every state has a
slightly different set of tools, there is no other existing vehicle that can coordinate local
implementation in all 50 states.

For the proposed stimulus package, we recommend the following
immediate actions, which utilize existing delivery mechanisms:

1) Provide $10 billion for an energy efficiency buildings retrofit program, utilizing
existing delivery mechanisms (Draft Legislation and Appropriations Language attached
as Appendix A);

2) Provide $6 billion for the Energy Efficiency and Conservation Block Grant
(Authorized in the Energy Independence and Security Act of 2007 [“EISA”]);

3) Expand funding for proven programs, including:

(@) $125 million for the State Energy Program (Reauthorized in EISA);

(b) $1 billion for the Low-Income Weatherization Assistance Program
(Reauthorized in EISA);

(c) $100 million for Energy Efficiency Building Codes (consistent with the
authorization contained in the Energy Policy Act of 2005 [“EPACT 2005™]);

(d) $100 million for the EPA ENERGY STAR program (consistent with the
authorization contained in EISA);

(e) $250 million for Green Jobs (Authorization contained in EISA);

(F) $250 million for the REAP program at USDA, authorized in the 2002 Farm
Bill, and reauthorized in the 2008 Farm Bill, to provide energy efficiency and renewable
energy funds for farmers, ranchers and rural small businesses; and

(9) $2.5 billion for the Low-Income Home Energy Assistance Program
(“LIHEAP”), in addition to the $5.1 billion in FY’09 appropriation.

4) Provide 8 year extensions for the energy efficiency and renewable energy tax
provisions (including e.g., Production Tax Credit [“PTC"], Investment Tax Credit
[“ITC”], CREBS, energy efficiency commercial buildings deduction, etc.) to ensure long-
term job creation, and expand the energy efficiency tax credits to create immediate
incentives for home energy efficient makeovers.

DISCUSSION
A) STIMULUS PACKAGE
1) Launch Energy Efficient Buildings Retrofit Program (“Direct Install’)
With seventy percent of electricity consumed in buildings, minimizing the
amount of energy that literally goes out the window — or through a leaking air duct - is a

great investment. In addition, numerous studies have documented the significant number
of jobs created by energy efficiency programs. For example, for every $1 million in





energy performance contracting, twenty green collar jobs are created. A massive new
investment in energy efficiency building retrofits should therefore be a central part of an
economic recovery package, as long as is implemented quickly.

Let me suggest four fundamental principles essential to success. First, we
need aggressive standards in all types of buildings — residential, industrial, commercial,
institutional, state and local government. This is important because, once a building is in
place, it lasts decades. Second, we should focus on upgrading infrastructure as this will
generate energy cost savings, help households as well as businesses, and produce
sustainable high quality jobs. Third, rapid deployment of energy efficiency measures is
important to reduce the costs of climate change mitigation measures to all consumers.
Energy efficiency reduces regulated air pollutants and greenhouse gas emissions, and will
be a critical step in any climate bill that is developed. Finally, and perhaps most
importantly, speed requires a deployment mechanism utilizing existing deployment
routes, i.e., states.

The recommended approach for this new program is quite simple, and we
have attached the draft legislative language and associated appropriations language
(Appendix A). This proposed $10 billion plan would have $5 billion disbursed to the
states within 30 days of the date of enactment, utilizing the existing State Energy
Program formula. The existing authorization for SEP is quite broad and the only
modification necessary would probably be to increase the authorization level. The states
would disburse the funds utilizing all deployment routes, including energy service
companies, utilities, contractors, community action agencies, etc. The savings would
have to be monitored and verified. Within three months of the date of enactment, DOE
would be required to publish guidance on metrics for the remaining portion of the funds.
Within ten months of the release of funds, the states would provide a report on
implementation of the energy efficiency buildings retrofit measures, and within twelve
months of the release of the initial funds, the remaining $5 billion would be disbursed in
accordance with performance. This is a highly aggressive schedule. It will require speed
from DOE, which has not generally been a hallmark of their efforts. Leadership from
Congress and the new Administration will help.

A number of complimentary proposals have been suggested, including
efforts in schools and creating a residential energy efficient buildings retrofit program.
These suggestions from groups such as the Center for American Progress, the Energy
Future Coalition, ACEEE and NRDC should be quickly and closely examined. We have
worked with these other groups on these proposals A melding of these ideas is possible
as well. From our perspective, the key element is speed, which can only be achieved
utilizing a deployment mechanism which exists in all the states, territories and the
District of Columbia.

2) Appropriate Funds for Energy Efficiency and Conservation Block Grants

Sections 541-548 of EISA established a new Energy Efficiency and
Conservation Block Grant (“EECBG”). This is a strong priority of the U.S. Conference





of Mayors, other local governments and the state governments. If implemented quickly,
it could provide critical near-term investments in clean energy technologies.

We support the efforts of the U.S. Conference of Mayors and others to
streamline this process, so that the funds can be disbursed to local governments quickly.
If the EECBG funds wait for DOE to go through a normal rulemaking process, followed
by a competition among the local governments, the funds could take years to distribute.
That is absolutely contrary to the intent of the incoming President and, | expect, this
Congress.

We recommend that the state portion of these funds be released within
thirty days in accordance with the existing formula for the State Energy Program.
NASEO recently wrote to Energy Secretary Bodman to implement these measures urging
DOE to take certain administrative steps immediately to avoid delay in the distribution of
funds early in the Obama Administration. There is sufficient statutory and legal authority
to act in this manner. In short, the state energy offices are committed to sharing best
practices with the local governments and ensuring regional coordination so that we
actually can increase the leverage and the success of these programs.

3) Expand Proven Energy Programs
a) State Energy Program

The State Energy Program (“SEP”) provides funds to the state energy
offices through the Department of Energy to fund energy efficiency and renewable
energy programs impacting every sector of the economy. A study conducted a few years
ago by Oak Ridge National Laboratory concluded that for every federal dollar invested,
over $7 in direct energy savings is achieved and almost $11 in non-federal funds are
directly contributed to energy programs and projects. As noted, this study was conducted
several years ago when energy prices were substantially lower, thus the projected savings
today are even higher.

If Congress and the new Administration are serious about addressing
energy efficiency and renewable energy, the state energy network will be crucial to
achieving any of these goals quickly, if at all. This network is robust and the energy
offices generally serve as the program implementers as well as energy policy advisors to
the Governors. A comprehensive energy effort must be coordinated, both at the federal
and state levels. There is no other existing vehicle that can do the coordination. This
funding allows the states to improve the energy efficiency of homes, schools, hospitals,
small businesses, local governments, and the agricultural sector and to help the poor,
elderly and disabled. Funds are utilized to promote ENERGY STAR products and work
with energy service companies, utilities, local governments and others on all types of
energy projects. Aggressive implementation of alternative fuels programs, as well as
hybrid and plug-in hybrid vehicle initiatives, is also part of this effort. States promote the
use of energy service performance contracts and implement these projects, which reduces
energy costs for all types of public and private facilities, while keeping capital costs





lower. States utilize these funds to support new and innovative “Green Jobs”, including
training programs, workshops, etc. States utilize these funds to implement more
aggressive building energy codes and conduct training for code officials, builders, local
building inspectors, architects and contractors. States facilitate all types of energy
financing programs for projects. States also utilize these funds to conduct energy
emergency preparedness and to respond to energy emergencies.

The FY’07 Energy and Water Development Appropriations Bill provided
$50 million for this program. The FY’08 Appropriations were $44 million, including $10
million for competitive programs ($4 million of these funds were siphoned off to other
uses determined by the Department of Energy). The FY’09 Appropriations Bills would
have provided $50 million, though the House bill would have provided one-half of these
funds for a “competitive” program between the states and the Senate version would have
provided $50 million for base funding -- an approach we supported.

We recommend $125 million for the stimulus package for SEP and an
additional $125 million for the FY’09 Energy and Water Development Appropriations
Bill. If the energy portion of the stimulus package is going to succeed, Congress and the
Administration will require a coordinating function at the state level as well as the federal
level. Making this program “competitive” between the states fails to support the
laboratories of innovation and the collaborative model of best practices. After all, many
of the nation’s most successful energy programs, including the precursor to the Federal
Energy Management Program, the Renewable Portfolio Standard, the Renewable Fuel
Standards, and performance contracting programs, were created through state innovations
and would never have occurred in response to a DOE-issued “Request for Proposals.”

b) Weatherization Assistance Program

The President-elect stated that he wanted to weatherize one million homes
per year for ten years. The FY’09 Continuing Resolution (“CR”) provided for $477
million for the DOE Weatherization Program, up from $227 million in FY’08. The
stimulus package should provide at least $1 billion for Weatherization, in addition to the
FY’09 CR. The FY’10 appropriations should be $1.4 billion, and the ramp-up should
continue beyond that. While the ramp-up will be a challenge, especially in the training
area, it can be achieved. To ensure success, we strongly urge that tens of millions of
dollars from these funds be allocated to worker training to get the community action
agencies, local contractors and local agencies qualified to perform high quality energy
efficiency retrofits.

c¢) Energy Efficient Building Code Program

EPACT 2005 authorized an expanded program to promote energy efficient
building codes, training and technical assistance. The states are working to upgrade
energy efficient building codes, but more is needed. A massive new effort at training
local building inspectors, code officials, contractors, builders, utility personnel and
architects is needed to get these upgrades accomplished. We have worked with





congressional staff to create a national model standard with minimum energy efficiency
levels. We were greatly disappointed that the International Code Council (“1CC”)
process led to energy efficiency gains of less than twenty percent at the ICC meeting in
September, when the higher codes were examined. This is insufficient and far too slow.
Those who have opposed increased building energy efficiency codes have generally
argued that it is never a good time to increase codes. This is a mistake. Congress should
take two steps: a) increase funds from the pitiful $3.9 million presently provided for
energy efficient building codes to $100 million for this effort; and b) move forward on
legislation to upgrade the energy efficient building codes on a national level. This will
require a commitment, not only this year, but for a number of years.

d) EPA ENERGY STAR Program

The EPA ENERGY STAR Program, within the Climate Protection
Division of the Office of Air and Radiation, is an exemplary program. The FY’08
funding contained in the Interior and Environment Appropriations Bill should be doubled
to $100 million in the stimulus package, and should increase in base FY’09 funding and
thereafter. The program works with states, utilities and others to promote energy
efficiency, saving billions and reducing both electricity demand and natural gas demand.
This effort is absolutely a joint activity with the states and it needs to expand.

A specific set of ENERGY STAR program expansion measures (totaling
$50 million) should be instituted as part of the stimulus package:

1) Energy efficient existing homes (+$12.5 million), including Home
Performance with ENERGY STAR (which is a joint activity between the states,
EPA and DOE). This promotes whole-home retrofits. We are working with
contractors, utilities and others to bring the transaction costs down. We have
instituted a pilot program in the Mid-Atlantic States. Additional training should
be started promoting quality installation of heating and cooling equipment. For
example, air conditioning units are frequently oversized and improperly installed,
leading to more peak demand and inefficiencies.

2) Expanded energy performance ratings systems for the nation’s
buildings (+$7.5 million), should be instituted. Ten percent of U.S. building
space has already utilized the EPA metrics (energy use/square foot). This
performance rating could apply to 60 percent of U.S. commercial building space.
Additional funding would allow the program to be expanded to the vast majority
of the nation’s buildings and would allow EPA to partner with states, local
governments, builders and others.

3) Expanded small business programs would allow greater technical
assistance to this sector (+$10 million), including small and medium-sized
manufacturers and others. Again, the focus would be the proper installation of
high efficiency services and products.





4) Expanded outreach (+$10 million) to states, utilities, local
governments, elementary and secondary schools and other energy efficiency
program sponsors in the implementation of energy efficiency programs. The
ENERGY STAR “platform” can assist these emerging program sponsors in
developing programs quickly, based on existing best practices for overall greater
effectiveness.

5) Expanded outreach to state and local governments (+$10 million)
could help these entities serve as a “force multiplier” in achieving stated goals and
monitoring and verifying energy savings. This includes technical assistance,
sharing of best practices and programs, alternative financing approaches and
matching funds for innovative state programs. This could also serve as a vehicle
for identifying efficiency measures in water and wastewater treatment facilities,
though the direct funding for the infrastructure improvements could be provided
through other elements of the stimulus package.

6) Exploring new technologies and practices (+$5 million) could help
EPA and DOE work together in their efforts to partner with the states, and local
governments and would also help establish the “feedback loop” with the federal
agencies to ensure that federal laboratory and other spending is sufficiently
connected to the real world and programs that might be used by the population.

e) Green Jobs

In addition to the additional training requirements noted in the
Weatherization section and the building codes section, of this testimony EISA authorized
a new “Green Jobs” program. While it is authorized at $125 million, the funding should
be $250 million in the stimulus package, and it should be increased over time.

To successfully address the nation’s energy challenges, a wide range of
new workers will be needed, including insulation installers, air sealers, HVAC
professionals, plumbers, renewable energy installers, energy auditors, etc. The unions
have established extensive apprenticeship training efforts, which should be supported.
Training is also needed for local code officials, contractors, building inspectors, and
architects. In the industrial area, an expansion of the Industrial Assessment Centers
should be an important priority, along with expanded coordination with the state energy
and economic development officials. Community colleges, technical colleges,
manufacturing extension services, cooperative extension activities (through USDA and
state agricultural agencies), are also key elements of a training regime. This will require
not only stimulus funds, but also persistent funding over a period of years. Recent
initiatives in Arizona, Maryland, Massachusetts and New York could be excellent models
for other state and federal initiatives.





In addition, we recommend a new assistant secretary for “Green Jobs” or
workforce development be established. This could be at DOE or DOL, or both. The key
will be coordination.

f) “REAP” Program

While technically not jurisdictional to this Committee, we strongly urge
Congress and the Administration to expand the renewable energy and energy efficiency
program for farmers, ranchers and rural small businesses, which was authorized in the
Energy Title of the 2002 Farm Bill, and reauthorized and expanded in the Energy Title of
the 2008 Farm Bill. This program has been successful thus far, but could be a more
important lynch pin of federal energy and agricultural policy. This program should be
funded at a level of $250 million in the stimulus package and an additional $250 million
in FY’09. There is an existing competitive program operated by USDA, with
cooperation from the state agricultural agencies, the state energy agencies and the
agricultural extension agents. Recent proposed changes by the present Administration is
pushing more funds towards loans and less to grants. This is a mistake; especially in a
faltering economy. The focus should be on grants, with reduced match requirements, as
well as technical assistance programs. In addition to the stimulus package, we would
recommend base program funding in FY’09 of $250 million, with increasing amounts in
the future.

g) Low-Income Home Energy Assistance Program (LIHEAP)

In the FY’09 CR, Congress doubled the LIHEAP program to $5.1 billion.
The funding is still inadequate to the task. Energy prices have dramatically increased in
the past five years and low-income, elderly and disabled consumers are paying up to 20-
30% of their net income for energy costs. This includes not only natural gas and
electricity, but also heating oil and propane, which have experienced extreme price
volatility. The state level energy organizations support a funding level of $7.6 billion,
which would serve between one-third and one-half of the eligible population. As you
know, even at these higher funding levels, LIHEAP funds provide only a share of energy
costs. Recent surveys by the National Energy Assistance Directors Association
(“NEADA”) have shown that shut-offs of utility service have increased substantially in
2008. Recent oil price decreases have not saved poor consumers from these price
increases. Again, a consistently higher funding level for LIHEAP is critical to serving
the poor. The energy efficiency building retrofit program discussed elsewhere in this
testimony would not duplicate either LIHEAP or Weatherization.

4) Boost the Energy Tax Incentives

One of the simplest steps Congress could take to promote long term job
creation and new energy investments is to increase the energy tax incentives. Recent
congressional action to extend a number of the energy efficiency and renewable energy
tax provisions for a period ranging from one year to eight years was a positive step. We
recommend that these provisions uniformly be extended to the eight years established for





the solar investment tax credit to provide stability to this industry. This includes the
PTC, ITC, CREBS, energy efficiency tax credit for new and existing homes, and the
commercial buildings energy efficiency deduction (which should be expanded from
$1.80/square foot to $3/square foot, in accordance with the proposal from the American
Institute of Architects)

Several additional tax changes could also make a significant impact. First,
in light of the credit crunch and the desire to deploy these technologies, a refundable tax
credit should be instituted. These credits also should be transferable. In addition, state
tax benefits should not be offset against the federal tax benefits for energy efficiency and
renewable energy.

Second, to boost job creation in homeowner building retrofits, the energy
efficiency tax credits should be increased from 10% of materials (up to $500 per home)
to 50% for materials and labor (up to $2500 per home). Contractors would promote such
an incentive directly, ensuring a real world impact without government implementation
or delay.

Finally, the new tax credit for plug-in hybrid and electric vehicles should
also be extended.

B) ADMINISTRATIVE CHANGES
1) White House Energy Council

We support creation of a White House National Energy Council.
Coordination of DOE, EPA, USDA, DOI and other agencies should be a high priority of
this new position. In the 1990s, through 2001, the state energy agencies, the state utility
commissions, the state air program administrators and the state environmental
commissioners (with support from the federal government) met to coordinate policies,
programs and initiatives. The state agencies have begun meeting again to reinvigorate
this effort. The support of the new White House National Energy Council and the
Council on Environmental Quality would be critical to this effort.

2) Energy Efficiency and Renewable Energy Office

Sadly, over the past few years, the Department of Energy has become
largely irrelevant to the real energy challenges facing the nation. First, the procurement
process for the Department of Energy’s Energy Efficiency and Renewable Energy Office
is not working. It has gotten slower and has become more distant from the states, local
governments and other governmental and private initiatives.

Second, with the elimination of DOE’s regional offices a few years ago,
the substantive connection between the federal government and the states has been
washed away. The state energy offices pledge support to new regional efforts and we
have numerous suggestions on DOE reorganization.





Third, the “stovepipes” remain at DOE, where the technologies are not
meshing. A bright spot has been the industrial energy efficiency program, with increased
levels of cooperation between the federal government and the states. We are hopeful that
with the recent new management in the state and local program office, and a new
commitment from the incoming Administration, successful joint programs could be
instituted.

We also recommend the creation of Senior Deployment Coordinators in
each of the end-use offices at the Energy Efficiency and Renewable Energy Division.
These individuals would help work with states, local governments, and the private sector
to help get the work of the national laboratories and these offices into the marketplace.
There is a fundamental lack of understanding at DOE about the connection between R&D
and deployment. The deployment function is not seen as important and there is no
institutionalized feedback mechanism between the states and DOE on what works and
what does not work. R&D cannot be done in a vacuum. New efforts at
commercialization have been a useful start.

We would also recommend expansion of the Technical Assistance
Program (“TAP”) coordinated by the National Renewable Energy Laboratory (“NREL”),
which utilizes federal laboratory expertise and other DOE contractor resources to assist
the states in implementing innovative policies, based upon best practices.

The Federal Energy Management Program (“FEMP”) now has strong leadership.
However, there is approximately $1.3 billion in Energy Service Performance contracting
projects in the pipeline. Leadership from the White House is needed to order agencies,
including DOD, to expedite these projects. A separate proposal being considered by the
President-elect and Congress to add significant funding to FEMP projects would also
expedite federal energy efficiency measures.

3) Office of Electricity and Energy Reliability

This office does an excellent job with very limited resources -- but they
need more resources. First, NASEO supports expanded efforts to make the transmission
and distribution grid more robust and reliable and creating a “Smart Grid”. Second, DOE
must do more to help prepare the country for energy emergencies. Many in Washington,
D.C. do not appreciate that DOE has significant responsibilities for energy emergency
preparedness and response, and that these efforts are often done in conjunction with state
governments. Funding has been cut for energy emergency preparedness and it has
significantly impaired our nation’s ability to respond to energy emergencies. For
example, the National Infrastructure Protection Plan (*“NIPP”) needs to be upgraded and
more regional energy emergency exercises need to be conducted. Finally, increased
funding for the basic OE function should be provided, as should increased funding for the
energy emergency function. Enhanced coordination with FERC, the state energy
agencies, and the state utility commissions should be encouraged. Recent efforts to
create Clean Renewable Energy Zones should be expanded.
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4) Energy Information Administration

The Energy Information Administration (“EIA”) needs more resources to
do its job more effectively. While not necessarily part of a stimulus package, there are a
number of items that are falling behind. Section 805 of EISA required EIA to develop a
plan and identify additional measures. Just as the state programs have been cut, so has
EIA. This agency has not had enough funds to make investments required to ensure its
surveys accurately track rapidly changing markets. EIA data is relied upon and, of
course, inaccurate data can distort energy-related decisions. For example, EIA’s natural
gas storage report, released in November 2005, erroneously showed a substantially larger
than expected withdrawal. As a result, December futures on the NYMEX immediately
jumped sixty cents, costing consumers an additional (and unnecessary) $100 million - $1
billion. FERC’s Office of Market Oversight concluded that this incident illustrates the
need to make more supply and demand information available to the public. EIA’s $97.8
million budget in FY’08 will not allow the agency to update needed data sets, provide
critical data on carbon emissions to help the country address climate change, provide
more state-level data information (and in a more timely manner), provide more data on
ethanol and biodiesel use and penetration, update data on demand response, expand the
heating oil, propane and natural gas program operated in coordination with the states and
provide more accurate data on state-level programs (especially using comparable data
from different states), etc.

5) Office of Policy

DOE’s Office of Policy had previously been involved in more discussions
among offices at DOE and with the states and other interested parties. This function has
been substantially diminished in the past few years. We strongly urge DOE to
aggressively enhance the involvement of this office in developing energy policy, working
with the states and with the proposed White House National Energy Council.

C) ENERGY LEGISLATION

Beyond some of the stimulus measures and administrative changes discussed
above, Congress and the new Administration will be considering important new policies
including, but not limited to, a Renewable Portfolio Standard and an Energy Efficiency
Resource Standard, expansion of authority to set multiple performance standards for
appliances, building labeling models, energy efficient mortgages, expanded grants and
programs for multi-family and manufactured housing, etc. One program that has not
been widely discussed, but should be, is a national effort to provide rebates to the owners
of the 2 million pre-1976 manufactured housing units in the country. These are terrible
energy wasters for people who are generally very poor. This rebate program could be
modeled after examples in Maine and New Hampshire and would encourage people to
upgrade to ENERGY STAR homes.

CONCLUSION
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Clean energy investments, such as incentives for attic insulation or solar panels,
offer the ability to stimulate the economy and create green collar jobs, while at the same
time reducing household energy bills, advancing the nation’s energy security, and
addressing our climate and environmental challenges. The states are uniquely positioned
to jJump start real world energy projects in weeks, not seasons. We urge Congress to
leverage the federal government’s resources with state’s ability to innovate and quickly
implement energy projects on the ground. We also hope to have the opportunity to work
with DOE, EPA, USDA, DOI and the possible White House Energy Council, in
addressing a set of coordinated policy measures.
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