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or two decades, the domestic wind-energy sector has enjoyed a
lucrative subsidy known as the production tax credit (PTC). That
tax treatment, which provides wind-energy producers with 2.2
cents for every kilowatt-hour of electricity produced, expires at

the end of 2012.

But the production tax credit is only one of the subsidies given to the wind
industry. In addition to direct subsidies, the industry is given a de facto
subsidy at the state level in the form of mandates for renewable energy
consumption. Another indirect subsidy: the exemption that the wind
industry has been given with regard to enforcement of federal wildlife laws.

Proponents of wind energy claim that the subsidy is needed so that the
wind industry has more time to mature. They also frequently cite the
number of jobs that may be lost if the tax credit is terminated. Nevertheless,
a look at the wind industry from four different angles—direct subsidies,
mandates, cost of jobs produced, and ongoing exemptions from federal
wildlife laws—shows that no other part of the energy industry receives
such preferential treatment.
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Findings:

* On a per-unit-of-energy-produced basis, the PTC
provides a subsidy to the wind industry that is at
least 12 times greater than that provided to the
oil and gas sector and 6.5 times greater than that
provided to the nuclear industry.

* More than two-thirds of the American population
live in states that have mandated the use of renew-
able electricity, and those mandates are imposing
significant costs on ratepayers.

* Ifviewed solely as a job-saving measure, a one-year ex-

tension of the PTC will cost about $329,000 per job.

* Despite numerous violations, the Obama admin-
istration—Ilike the Bush administration before
it—has unoffcially exempted the wind industry
from prosecution under the Eagle Protection and
Migratory Bird Treaty Acts. If Congress extends the
PTC, federal taxpayers will, in effect, be subsidizing
the killing of federally protected birds.

DIRECT SUBSIDIES

The tax preferences given to producers of wind energy
are far larger than those given to traditional energy
producers. While it’s true that the fossil-fuel sector
gets more in total tax preferences than its renewable-
energy counterpart, the more valid comparison looks
at the preferences on a per-BTU basis as well as on
the total amount of energy produced.

In 2008, the Energy Information Administration at-
tempted to produce an apples-to-apples comparison
by estimating the amount of tax preference per BTU.
The agency estimated subsidies to the oil and gas sec-
tor at $1.9 billion per year, or about $0.03 per million
BTU of energy produced.

Recall that the PTC gives wind-energy producers
2.2 cents for each kilowatt-hour of electricity they
produce. That sum amounts to $6.44 per million
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BTUs produced. (One kilowatt-hour of electricity
contains 3,412 BTUs.) Therefore on a raw, per-unit-
of-energy-produced basis, subsidies to the wind sector
are more than 200 times greater than those given to
the oil and gas sector.

We can also calculate wind-sector subsidies by using
data from the BP Statistical Review of World Energy
and the Congressional Budget Office (CBO). In
2011, according to BD, all non-hydro renewable-
energy production in the U.S. averaged 909,000
barrels of oil equivalent per day. (BP uses a multi-
plier of about three to put renewables on par with
fossil-fuel generation.) According to the CBO, tax
preferences for renewable-electricity production to-
taled $1.4 billion in 2011. The vast majority of that
money went to the wind-energy sector, which in 2011
produced more than 60 times as much electricity as
the solar-energy sector.” (Note that the $1.4 billion
does not include any of the $3.25 billion in tax-free
grants that were given to the wind-energy sector by
the Treasury Department under section 1603 of the

American Recovery and Reinvestment Act between
2009 and 2011.)

Using the BP and CBO data, we find that the tax
preferences for wind energy total $1,540 per barrel
of oil equivalent per day.

At $1,540 per barrel of oil equivalent per day, the wind
sector is getting subsidies about 12 times greater than
the amount of tax preferences provided to the oil and
gas sector. In 2011, domestic oil and gas production
totaled 19.736 million barrels of oil equivalent per day.
(Oil accounted for 7.84 million barrels per day, and
natural gas accounted for nearly 11.9 million barrels
of oil equivalent per day.) Last year, according to the
CBO, the tax preferences extended to the fossil-fuel
sector totaled $2.5 billion.? Simple math shows that
tax preferences for the oil and gas sector cost taxpayers

about $127 per barrel of oil equivalent per day.

How do wind subsidies compare with those provided
to nuclear? Although opponents of nuclear energy



often contend that the sector receives lavish subsidies,
it’s clear from the BP and CBO data that the wind-
energy sector receives far more in tax preferences than
the nuclear sector.

In 2011, the U.S. obtained nearly 3.8 million barrels
of oil equivalent per day from nuclear reactors.* (Note
that BP treats nuclear in the same way that it treats
renewables, by nearly tripling the amount of energy
delivered so as to put the source on par with fossil-fuel
generation.) According to the CBO, the nuclear sector
was subsidized at $900 million in 2011, which works
out to about $238 per barrel of oil equivalent per day.
At that level, the wind-energy sector is getting about
6.5 times as much in subsidies as the nuclear sector.

The CBO estimates of subsidies for nuclear only
include the special tax rate that nuclear utilities get
for decommissioning their reactors.” The estimates do
not include the cost of insurance for nuclear reactors,
which was limited under the Price-Anderson Act of
1957. Under that law, owners of nuclear plants pay
$375 million in private insurance for each reactor
unit. If an accident occurs and the costs exceed $375
million, other nuclear operators in the country are
assessed a prorated share of those costs.® While this
is an indirect subsidy to the nuclear sector, it does
reduce the sector’s overall costs.

Many states are offering tax incentives, rebates, and
other enticements to renewable-energy producers.
This report will not attempt to look at all the various
state-level measures. But if those measures are in-
cluded, the overall subsidies discussed above will also
be increased.

SUBSIDIES IN THE FORM OF MANDATES

Twenty-nine states and the District of Columbia are
subject to mandates for renewable-electricity produc-
tion, which is affecting the cost of electricity for about
220 million Americans. While those mandates may
be politically popular, they are imposing real costs on
consumers. As Suedeen Kelly, a former member of the

Federal Energy Regulatory Commission, put it, the
mandates for renewable energy are a “back-end way

to put a price on carbon.”

This back-end carbon tax can be seen by looking
at the cost of new transmission lines required by
renewable-energy projects. According to the Edison
Electric Institute (EEI), a trade group that represents
shareholder-owned electric companies, EEl member
companies spent over $55 billion on transmission
projects between 2001 and 2009. Another $61 bil-
lion will likely be spent on transmission projects from
2010 through 2021.% A majority of that money is be-
ing spent to accommodate renewables. EEI says that
about $39.5 billion in new transmission investment
is being spent on “projects addressing the integration
of renewable resources, and where needed, to ac-
commodate the expected off-peak production.” EEI
adds that the needs of the new renewable generation
that is coming online will require “the addition or
upgrade of 11,400 miles of transmission” lines.” Put
another way, the cost of the new transmission lines
for renewable-energy projects will be about $126 for
each American."

The cost of the transmission lines needed to accom-
modate renewables will be borne by consumers. That
can readily be seen by looking at what’s happening
in Texas, which has more wind-generation capacity
(over 10,000 megawatts) than any other state.'' In
August 2011, the Texas Public Utility Commis-
sion estimated the cost of the transmission capacity
needed to bring wind-generated electricity from rural
areas to the cities at $6.79 billion, an increase of 38
percent over estimates made in 2008. The result:
higher electricity bills for consumers. Early estimates
show that the cost of the transmission capacity alone
will be about $270 for every Texan. The new trans-
mission capacity will result in charges of $4-$5 per
month per electric customer.'?

Advocates of renewable energy often claim that

traditional energy producers receive favorable tax
treatment. While that may be true, there are no re-
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quirements at the federal level or the state level for
consumers to use coal, oil, or natural gas. There is no
reason that the wind-energy sector should be entitled
to both direct subsidies and the indirect subsidies that
come in the form of mandates.

SUBSIDIZING WIND-ENERGY JOBS

As it fights to retain the PTC, the American Wind
Energy Association (AWEA) has repeatedly claimed
that if the tax credit is not extended, 37,000 wind-
related jobs will be lost." That figure may, or may not,
be accurate. But the evidence shows that whatever
jobs are created by the wind sector come at a signifi-
cant cost to taxpayers, and those costs are, again, an
indirect subsidy.

In August 2012, the Senate Finance Committee
approved a plan to extend the PTC for one year.'
About the same time as the committee approved the
proposal, the Joint Committee on Taxation, the non-
partisan congressional entity established in 1926 that
assists legislators on tax-related matters, released its
estimate of the cost of the extension. The committee
put the cost of extending the subsidy at $12.18 bil-
lion from 2013 to 2022." Therefore, if you use the
wind industry’s subsidy of $12.18 billion and divide
it by the 37,000 jobs that AWEA claims are at risk,
you get $329,000 per job.

A wind-energy supporter might claim that $329,000
is too much—that it should be spread out over a de-
cade, just as the costs calculated by the tax committee
are. If we take that approach, each wind-energy job
costs $32,900 per year. But even with that more con-
servative methodology, wind-energy employment is
still expensive. In fact, these numbers may be too low.

In December 2010, Susan Combs, the Texas state
comptroller, reported that each wind-related job in
Texas costs the state’s taxpayers $1.6 million.'

Consider the most egregious case of wind-energy
corporate welfare: the Shepherds Flat wind project in
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Oregon, which is getting a $490 million cash grant
from the federal government. The project, backed by
General Electric, Google, and other companies, will
create just 35 permanent jobs.'” If we use that figure as
our basis, each job at Shepherds Flat will cost taxpayers
some $14 million. During the construction phase of
the project, some 400 jobs were created; but even if
we count those 400 jobs as permanent and add the
35 jobs previously cited, taxpayers are still spending
about $1.1 million per wind-related job.

When it comes to jobs, it’s instructive to compare
the parallel tactics of the corn-ethanol industry and
the wind industry. About a year ago, as Congress
was debating an extension of the tax credit for corn-
ethanol production, the Renewable Fuels Associa-
tion (RFA) began running ads touting the “70,000
quality jobs” that rely on ethanol production. The
ethanol industry, according to the RFA’s CEO Bob
Dinneen, was a “job-creating engine fueled by in-
novation.” Implicit in Dinneen’s message was that
the industry only needs subsidies for a little while
longer. That’s awfully similar to a statement made by
Denise Bode, AWEA’s top executive, who says that
the PTC is an “effective, job-creating tax policy.”
Letting it expire, she claims, will put “good American
jobs” in peril."®

The “our industry creates jobs” argument is the last
refuge of a subsidy seeker. The data show that wind-
related jobs are simply too expensive to be sustainable.

SUBSIDIZING WIND COMPANIES BY
EXEMPTING THEM FROM PROSECUTION

Last year, the Los Angeles Times reported that about
70 golden eagles per year are being killed by wind
turbines at Altamont Pass in central California.!” That
finding follows a 2008 study funded by the Alameda
County Community Development Agency, which
estimated that about 2,400 raptors, including burrow-
ing owls, American kestrels, and red-tailed hawks—as
well as about 7,500 other birds—are being killed every

year by the wind turbines at Altamont.*



In all, according to the U.S. Fish and Wildlife Service,
some 440,000 birds per year are being killed by wind
turbines.” Nearly all those birds are protected by two
of America’s oldest wildlife-protection laws: the Mi-

gratory Bird Treaty Act and the Eagle Protection Act.

But the Obama administration—like the Bush
administration before it—has never prosecuted the
wind industry for violating those laws, despite myriad
examples of widespread, unpermitted bird kills by
turbines. A violation of either law can result in a fine
of $250,000 and/or imprisonment for two years.*

By exempting the wind industry from prosecution
under the Migratory Bird Treaty Act or the Eagle
Protection Act, the federal government is providing
another indirect subsidy to the sector. Other energy
companies have been required to pay hefty fines and
perform mitigation work to reduce the risk that their
facilities pose to birds. For instance, in 2009, Exxon-
Mobil pleaded guilty in federal court to charges that
it killed 85 birds—all of which were protected under
the Migratory Bird Treaty Act. The company agreed
to pay $600,000 in fines and fees for the bird kills,
which occurred after the animals came into contact
with hydrocarbons in uncovered tanks and wastewa-
ter facilities on company properties located in five
western states.”

Oregon-based PacifiCorp has also faced steep fines
for killing birds. In 2009, the utility agreed to pay
$1.4 million in fines and restitution for killing 232
eagles in Wyoming. The birds were electrocuted by

the company’s poorly designed power lines.*

Despite numerous cases of bird deaths at wind-energy
projects, the industry has not been prosecuted a single
time by federal authorities. There is a pernicious dou-
ble standard here. Over the past two decades or so, the
Interior Department has brought hundreds of cases
against the oil and gas industry and the electricity-
generation sector for violations of the Migratory Bird
Treaty Act and the Eagle Protection Act.” Meanwhile,
that same agency has given the wind industry a de
facto exemption from prosecution.

Despite the obvious violations, Eric Glitzenstein, a
Washington, D.C.—based lawyer who represents sev-
eral environmental groups on the bird-kill issue, said:
“It’s absolutely clear that there’s been a mandate from
the top” echelons of the federal government not to
prosecute the wind industry for violating wildlife laws.

The only time the wind industry has faced legal ac-
tion for killing birds without a permit occurred in
2010, when California reached a $2.5 million settle-
ment with NextEra Energy Resources for bird kills at
Altamont.”® The prosecutor on that case: the state’s
former attorney general and current governor, Jerry
Brown, who’s now pushing the Golden State to get 33
percent of its electricity from renewables by 2020.%
Bats are getting killed, too: the Pennsylvania Game
Commission estimates that wind turbines killed more
than 10,000 bats in the state in 2010. That’s an aver-
age of 25 bats per turbine per year.?®

At the same time that the wind industry is getting a
free pass, under the Migratory Bird Treaty Act and
Eagle Protection Act, federal prosecutors continue
bringing cases against the oil industry under those
same laws. In 2011, the U.S. Fish and Wildlife Ser-
vice filed criminal indictments against three drillers
who were operating in North Dakota’s Bakken field.
One of those companies, Continental Resources,
was indicted for killing a single bird, a Say’s phoebe.
Brigham Oil & Gas was charged with killing two
mallards, and Newfield Production was indicted for
the deaths of two mallards, one northern pintail, and
one red-necked duck. (In January, a federal judge
in North Dakota dismissed the charges against the
companies, ruling that the case against the companies
was too vague.)”

Environmental groups are beginning to understand
the threat to wildlife posed by wind-energy projects
and are taking legal action. The Center for Biologi-
cal Diversity, Sierra Club, and Defenders of Wildlife
have filed a lawsuit against officials in Kern County,
California, in an effort to block the construction of
two proposed wind projects—North Sky River and
Jawbone—because of their impact on local bird popu-
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lations.*® The groups oppose the projects because of
their proximity to the deadly Pine Tree facility, which
the Fish and Wildlife Service believes is killing 1,595
birds, or about 12 birds per megawatt of installed
capacity, per year.”’ At least six golden eagles have
been killed by turbines at the Pine Tree wind project.”

In 2011, a coalition of environmental groups, led by
the American Bird Conservancy, submitted a petition
to the U.S. Fish and Wildlife Service that asked the
agency to create regulations that would better protect
migratory birds.*> Some 91 groups have signed the
petition, including such entities as the Cornell Labo-
ratory of Ornithology, Endangered Species Coalition,
and numerous chapters of the Audubon Society.**

(See Appendix A.)

Despite pressure from environmental groups, the
Interior Department has indicated that it may issue
permits to the wind industry that will guarantee that
certain wind projects are exempt from the Migra-
tory Bird Treaty Act and the Eagle Protection Act
for up to 30 years. The Obama administration has
delayed taking any final action on the permits until
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after the November 6 election, but it appears that
several environmental groups will file lawsuits if the
Interior Department issues permits that allow wind
projects to kill birds with impunity over a three-
decade period.

As long as the PTC remains in place, federal taxpay-
ers will be, in effect, subsidizing the killing of federal
wildlife. That may be the worst form of subsidy of all.

CONCLUSION

No other segment of the energy sector gets as much
preferential treatment as the wind-energy industry.
Up until last year, the corn-ethanol industry enjoyed
both a mandate and a subsidy. Congress ended the
corn-ethanol subsidy, but the industry still enjoys a
mandate. The wind-energy sector is lobbying hard
in Congress to retain the production tax credit even
though more than 220 million people live in states
with mandates on renewable-electricity production.
The wind industry has had 20 years of subsidies. If it
cannot manage to stay in business without subsidies,
it doesn’t deserve to be in business.



APPENDIX A
Environmental Groups Seeking Tougher Siting Guidelines for Wind-Energy Projects
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Aldo Leopold Audubon Society
Allegheny Front Alliance

American Bird Conservancy

Arctic Audubon Society

Arkansas Audubon Society

Audubon Dallas, Dallas

Audubon Outdoor Club of Corpus Christi
Audubon Society of Corvallis, Corvallis
Audubon Society of Greater Denver
Audubon Society of New Hampshire
Bartramian Audubon Society

Bergen County Audubon Society
Bexar Audubon Society

Bird Conservation Network
Chesapeake Audubon Society
Chesapeake Wildlife Heritage
Citizens Committee to Complete the Refuge
Civitas

Clearwater Audubon Society, Inc.
Coastal Bend Audubon Society
Connecticut Audubon Society
Conservation Congress

Conservation Council for Hawai’i
Cornell Laboratory of Ornithology
Delaware Valley Ornithological Club
Delmarva Ornithological Society
Desert Protection Society

Detroit Audubon SocietyEast
Cascades Audubon Society

Eastern Long Island Audubon Society
Eastern Sierra Audubon Society
Endangered Habitats League
Endangered Species Coalition
Environmental Protection Information Center
Flathead Audubon Society

Foothills Audubon Club

Fort Collins Audubon Society
Friends of Blackwater

Friends of the Boundary Mountains
Friends of Dyke Marsh

Friends of Lana i

Friends of Loxahatchee

Golden Eagle Audubon Society

Juneau Audubon Society
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Kalmiopsis Audubon Society

Kern Audubon Society

Kiesha’s Preserve

Lake Maxinkuckee Environmental Council
Lane County Audubon Society
Laramie Audubon Society

Maryland Conservation Council
Maryland Ornithological Society
Maui Tomorrow Foundation, Inc.
Michigan Audubon

Monmouth County Audubon Society
North American Grouse Partnership
Northwest Arkansas Audubon Society
Oakland Audubon Society

Ohlone Audubon Society

Olympic Forest Coalition

Palouse Audubon Society

Prescott Audubon Society

Quad City Audubon Society

Red Rock Audubon Society

Ripley Hawk Watch

Roanoke Valley Bird Club
Sacramento Audubon Society

Salem Audubon Society

Saving Birds Thru Habitat

Sierra Foothills Audubon Society

Sky Hunters Raptor Rehabilitation and Education
South Bend-Elkhart Audubon Society
Southeast Volusia Audubon Society
St. Louis Audubon Society

St. Paul Audubon Society

Taku Conservation Society

Tarrant Coalition for Environmental Awareness
Tennessee Ornithological Society
Tippecanoe Audubon Society
Tortoise Reserve, Inc.

Travis Audubon

The Union Beach Environmental Trust
The Urban Wildlands Group
Vermont Center for Ecostudies
Victor Emanuel Nature Tours
Virginia Society of Ornithology
Waccamaw Audubon Society

West Pasco Audubon Society

Western Nebraska Resources Council
Western Watersheds Project

Wildlife Information Center
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