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October 2, 2006
Honorable Charles E. Grassley Honorable Max Baucus
Chairman Ranking Member
Senate Finance Committee Senate Finance Committee
Room 219 Room 219
Dirksen Senate Office Building Dirksen Senate Office Building
Washington, D.C. 20510 Washington, D.C. 20510

Dear Chairman Grasdey and Ranking Member Baucus:

We write to encourage your support of the 2006 EXTEND Act (S. 3628) recently introduced by
Senators Snowe, Feinstein and Kerry. The EXTEND Act would provide consumers and
businesses relief from high energy prices by extending energy-efficiency and solar energy tax
incentives enacted by the Energy Policy Act of 2005 (EPAct).

The primary purpose of the EXTEND Act is to restore the duration and levels of the EPAct
incentives to those that were in the Senate version of the bill, but cut in conference. This
restoration is necessary to ensure that the incentives achieve their full potential benefits. The
EPAct incentives are available for only two years, which does not provide enough time for
industry to respond to the incentives. The use of the EPAct tax incentive for energy efficiency
measuresingtalled in commercial buildings, for example, will essentialy be limited to
replacement of lighting equipment because atypical commercial building takes three years to
build.

Increasing energy efficiency and renewable energy is an essential near-term strategy to balance
the demand and supply of tight natural gas markets and help bring natura gas prices down. A
recent analysis by the American Council for an Energy-Efficient Economy (ACEEE) and Energy
and Environmental Analysis (EEA) shows the potential of energy efficiency to achieve these
goals. The analysis, using the same natural gas market model as used by the National Petroleum



Council, found that reductions in natural gas and electricity use of 4-5% over afive year period
could reduce natural gas prices by more than 20%.

Preliminary estimates by ACEEE are that if the EXTEND Act were adopted, the two year EPAct
incentives plus the additional EXTEND incentives would reduce U.S. natura gas use by about 3
trillion cubic feet over the 2006-2020 period (almost enough to serve Cdifornia and New

Y ork for ayear), can reduce peak eectric demand by about 12,500 megawatts by 2020
(equivaent to 42 power plants of 300 MW each) and can reduce consumer energy bills by

about $78 billion over the 2006-2020 period.

Energy efficiency and renewable energy technologies are a fast and cost-effective way to reduce
stress on the nation's electric power grid during times of peak electricity demand. The EXTEND
Act incentives would help avoid another blackout, such as the August 2003 blackout in the
eastern U.S. and Canada, which had an economic cost of $7-10 hillion.

The EXTEND Act:

. Extends the EPAct tax credit for retrofits to existing homes to 2009 so that
homeowners who make energy-efficient improvements to their homes, such as
adding insulation, can receive as much as $500 off their taxes. The bill aso
egtablishes a new tax credit for home retrofits that save energy. The credit starts at
$800 for homes that are certified as saving 20% and increases on adiding scale
depending on the amount of savings up to $2,000 for homes that save 50%. Homes
occupied by owners or renters can quaify for the credit.

. Extends through 2011 the EPAct tax deduction for energy efficiency property that
isingtalled in commercid buildings. This includes efficient heating and cooling
systems, interior lighting systems and insulation. The EXTEND Act alows
property that is certified by 2011, but not placed in service until 2013, to aso
receive the deduction. The bill increases the amount of the deduction from $1.80
per square foot to $2.25 per square foot.

. Extends the EPAct tax credit for energy efficient new homesto 2010. New homes
that are certified to have annua heating and cooling energy consumption that is at
least 50% below such consumption for a comparable home are digible for a $2,000
credit. Manufactured homes that are certified to have energy consumption 30%
below comparable homes are ligible for a $1,000 credit.

. Extends to 2010 the EPAct tax credits for certain non-business (residential) energy
efficient equipment, such as natural gas furnaces and oil hot water heaters. The
credits range from $50 to $300 depending on the equipment, and the incentives are
capped at $500 per taxpayer over all prior taxable years. The EXTEND Act also
establishes deductions for the same equipment covered by the credits. These
deductions are available to businesses and individuals, and the deduction amounts
are set at levels that achieve the same tax values for the taxpayer as the credits.

. Replaces the EPACct tax credit for residential solar systems, which is based on the
cost of ingtallation, with a $2 per peak watt tax credit, which is a dollar amount
equivaent to the EPACt tax credit. The new tax credit lasts until 2010 and covers
all technologies that produce solar eectricity, including both photovoltaic and
concentrating solar technologies. The EXTEND Act aso extends the 30%



investment tax credit for business solar and fuel cell systems until 2012 and
establishes a new deduction of $9 per peak watt of capacity for solar electric

technologies.

. Creates a new deduction for energy efficient retrofits to low-rise residential
buildings. The deduction starts at $2,400 for buildings that are certified as having
achieved 20% energy savings and increases on a diding scale up to $6,000 for
buildings that achieve 50% savings or more.

. Creates anew tax credit for costs associated with the training, certification and
purchase of equipment for individuals who perform the certifications needed by
taxpayers to qualify for the new homes, existing homes and commercid buildings
tax incentives covered by the EXTEND Act.

The EXTEND Act would enable energy efficiency and solar energy to become more significant
components of our nationa energy policy. While energy efficiency technologies and solar
thermal systems are already cost-effective energy resources, tax incentives are needed to
overcome the market barriers that inhibit their use. The prices of solar electric technologies
continue to decline, and tax incentives help to accelerate thistrend. The EXTEND Act will not
only save consumers and businesses money, but also protect our environment. We encourage you

to support this important legidation
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