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Congress of the Umited States

dashington, D 20313

March 18. 2002

The Honorable Sonny Callahan. Chairman

House Appropriations Subcommittee on Energy & Water
2362-B Raybum House Office Building

Washington, DC 20513

Dear Chairman Callahan:

We are writing to express our support for increased funding the Renew able Energy Production Incentive
(REPI) program operated through the Department of Energy.

As you know. the REPI program was established by the Energy Policy Act (EPACT) of 1992 1o increase
community-owned utility investment in renewable energy projects. This legislation directs the Department of
Energy to make payments to public utilities at the rate of 1.3 cents per unit of electricity generated from solar. wind
geothermal. and biomass sources. These payments are designed to promote renewable energy investments and
ensure equity between investor owned and publicly owned utilities.

Over the last five years. the promise of REPI funding has increased community-owned utility participation
in new renewable energy programs and expanded their production capability within existing projects. I[n 1993 for
example. only six projects qualified for REPI awards, totaling 42.3 million in kilowart hours (kWH) of electriciny .
By 2000 however, 19 REPI projects were online, producing 684.9 million kWH of electricity. In just five years,
renewable energy production through the REPI program has increased 16 fold.

Although the benefits of the REPI program are clear, the program has faced serious funding hurdles in
recent years, a problem which could ultimately decrease community-owned investment in renewable energy. While
funding levels during 1994 and 1995 were sufficient to make full production payments of 1.5 cents per unit of

renewable electricity to the owners of every qualifying facility, levels since 1996 have not reflected the expanded
interests and capabilities of the not for profit sector.

REPI appropriations for FY2002 were just under $4 million. while at least $28 million would have been
necessary to fully fund the program at 1.5 cents per unit. This underfunding means that public utility renewable
energy projects face dramatic gambles concerning incentive payments. and thus dramatic gambles in the ultimate

cost of power from these projects. In addition. as new projects come online. REPI participants are forced to
compete with one another for limited resources.

REPI funding shortfalls have also placed community-owned utilities at a terrible disad antage in tnying to
compete with private companies. While investor-owned utilities are able to capitalize on production tax pay ments
and renewable energy tax credits. public utilities are unable to do so. Since 1992, Congress has consistently
provided renewable energy tax credits to investor-owned utilities through the Production Tax Credit (PTC)
program. In 2000 alone. the L'.S. government provided $38.23 million in wind power tax credits to investor-owned
utilities. During the same year. public utility wind power programs received only $1.27 million in REP! incentive

payments. Such discrepancies in renewable energy incentive payments hinder the ability of community-owned
utilities to compete in the renewable energy market.

While renewable energy tax credits for investor owned utilities are certainly laudable and necessary. public




community-owned utilities should receive our support. Estimates indicate that more than $35 million will be
needed to fully fund all qualified REPI programs.

A primary goal of the Bush Administration’s National Energy Policy is to diversify fuel supply. We
believe that a more reliable and effective REPI program will help achieve this goal. As the only renewable energy
incentive program available to publicly-owned utilities, the REPI program is instrumental in bringing new
renewable energy projects online. diversifying the mix of fuels available to consumers, and bringing "green power"
to public power customers. We appreciate your consideration of this request and hope that this program will receive
vour highest consideration. We look forward to working with you on this and other issues this vear.
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