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Hearing on the Effect of Federal Tax Laws on the Production, Supply, and Conservation of Energy

May 3, 2001


Congressman Jim McCrery (R-LA), chairman of the House Ways and Means Subcommittee on Select Revenue Measures, held the first in a series of hearings about President Bush’s FY 2002 budget proposals and the effectiveness of existing tax incentives for the energy sector.  The members of the subcommittee questioned both administration witnesses and a panel from private industry about the need for tax incentives at a time when energy prices and demand remain at record levels.


Joseph Mikrut, Tax Legislative Counsel for the Department of Treasury, said that the Bush administration supports targeted tax incentives to encourage the development of energy sources that might otherwise go untapped.  Mary Hutzler, Director of the Department of Energy’s Office of Integrated Analysis and Forecasting, testified that more tax incentives will be necessary to meet Vice President Cheney’s goal of tripling renewable energy use by 2020.


President Bush’s budget proposals would:  (1) extend the existing section 45 credit for wind, closed loop biomass, and poultry waste from December 31, 2001 to 2004; (2) expand the section 45 credit at reduced rates to cover “open-loop” biomass sources from January 1, 2002 through 2004; (3) continue to exempt percentage depletion from marginal wells from the 100-percent-net-income limitation through 2002 (current expiration is 2001); and (4) allow deductions by unregulated taxpayers for contributions to qualified nuclear decommissioning funds; funding of all decommissioning costs (including costs incurred before 1984) through qualified funds; deductions for funding pre-1984 costs not previously deducted or excluded; deductions for contributions to a qualified fund after the end of the nuclear plant’s estimated useful life; deductions for nuclear decommissioning costs when paid; and tax-free transfer of a qualified fund in connection with the transfer of a power plant.


The subcommittee heard from a panel comprised of Steven R. Williams, Petroleum Development Corporation; Robert Morrison, FPL Energy; Bill Carlson, Wheelabrator Environmental Systems, Inc.; and Dan Wallace, Columbus Oil Company.  


Vice President Cheney’s energy task force will release a report later this month discussing tax incentives.  We anticipate that the Cheney report will engender more hearings, give an added impetus to Congressional action in this area, and influence the scope of energy incentives on the Congressional agenda.


If you have any questions, please call either Jackie Levinson ((202) 626-2907) or Todd McArthur ((202) 626-5403).
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