Section 2:

In consultation with the more than 400 groups that
have endorsed the 25x'25 vision and have collabo-
rated in this process, the 25x'25 Steering Committee
has assembled the following recommendations for
accelerating the transition to America’s renewable
energy future. This initial set of recommendations will
be updated and expanded in subsequent reports as
technological advances and policy initiatives change
our nation’s energy future.

Today, renewable energy represents just 6 percent of
the energy consumed in the United States, and the
Energy Information Administration projects energy
demand, absent accelerated improvements in energy ef-
ficiency, will increase 24 percent by 2025.To reach the 25
percent goal set forth by our vision statement, America
must rapidly increase energy efficiency and production
of renewable energy, move that energy to consumers,
and ensure that renewable energy has a market. Sup-
portive policies are needed in each of five areas:

+ Increasing production of renewable energy

« Delivering renewable energy to markets

« Expanding renewable energy markets

« Improving energy efficiency and productivity

. Strengthening conservation of natural resources
and the environment

To deliver the economic, security and environmental
benefits of renewable energy to all Americans, 25x'25
is proposing that the government increase funding
for programs to meet the 25x'25 goal by $13 billion
annually and $66 billion over the next five years. This
taxpayer investment in renewable energy will yield
substantial benefits for all Americans by putting the
country on the path to create $700 billion in new eco-

‘Summary of Policy Recommendations
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nomic development, reducing dependence on im-
ported oil by 10 percent and cutting carbon dioxide
emissions by 1 billion tons.

The United States paid more than $250 billion for im-
ported oil in 2006. By investing a small fraction of that
figure in renewable energy, we can reduce our depen-
dence on oil, create new economic opportunities here
at home and reduce greenhouse gas emissions.
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25x’25 New Funding Requirements3

Near-Term Actions (1-3 years) Annual Cost 5 Year Cost
(Additional Costs in million US$)
Farm Programs

Feedstock Residue Management Assistance Program $8* $175
Farm Bill Energy Title
9006 $250 $1,250
9010 $150 $750
Other $600 $3,000
Expanded Conservation Programs
Conservation Security Program $2,000 $10,000
Environmental Quality Incentives (EQIP) $1,000 $5,000
Farm and Ranchland Program $300 $1,500
Envir. improvement/easement programs $360 $2,180°

Energy Programs

Expanded RDD&D $800 $4,000
Fund Cellulosic Programs (existing appropriations)
Biorefinery Grant Program (existing appropriations)
Loan Guarantee Program (existing appropriations)
Liberty Energy Installations $60 $300
Residential and Small Business Rebate $250 $1,500
Sun Grant Research Initiative $75 $375
National Biomass Partnership $8 $40

Tax Programs

Renewable Electricity Production Tax Credit (PTC) $2,900 $15,000

Clean Renewable Energy Bonds (CREBs) $500 $2,500

Renewable Transmission Upgrades and Connections $3,000 $15,000

Renewable Heating and Cooling Production Credit $300 $1,500

Expanded E85 Fuel Pump Credit $100 $500

Total $12,661 $64,570
Increasing Production + Generating 800 billion kilowatt-hours per year of
A tremendous ramp-up of renewable energy pro- renewable electricity
duction - fOF eleCtrIC pOWGI’, transportation fue|S and ° Rap|d|y increasing the role Of renewable energy in
thermal uses — will be needed to meet the 25x25 industrial, commercial, institutional and residential
goal. Specific renewable energy production objec- facilities
tives include: .

« Further lowering the costs of renewable energy so
+ Producing 65 billion to 86 billion gallons per year that it is competitive with fossil fuels
of biofuels

3 This summary includes additional funding for both existing and new programs. Total costs of these programs would include existing funding and
these additional recommendations. These numbers are not adjusted for inflation.

4 Annual costs for the Feedstock Residue Management Program will increase over time. Annual costs will begin at $8 million and increase to $75 million
with a 5-year total of $175 million.

® Some program costs increase annually.
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« Developing a new array of value-added renewable
products.

+ Producing 250 million gallons of cellulosic ethanol
by 2012 as called for in the Renewable Fuels Stan-
dard.

« Building a new generation of cellulosic biofuel and
biodiesel plants.

« Developing significant cellulosic feedstock sup-
plies from agricultural and forestry residues and
dedicated biomass feedstocks.

+ Building new centralized and decentralized renew-
able electricity generation facilities.

« Expanding local ownership of facilities and domestic
manufacturing of renewable energy technologies.

« Expanding opportunities for producer and com-
munity ownership of facilities and domestic manu-
facturing of renewable energy technologies.

+ Improving support for and addressing community
concerns about renewable energy facilities.

The following are 25x'25 near-term policy
recommendations for achieving the 25x'25
vision.

Accelerate Renewable Energy Production

25x'25 recommends two key actions to accelerate re-
newable energy production. The first is to focus and
expand federal research, development, demonstra-
tion and deployment (RDD&D) programs at the De-
partments of Agriculture and Energy by:

« Establishing a national goal for research, devel-
opment, demonstration, and deployment that
would reduce the costs of renewable energy pro-
duction by at least 45 percent by 2025. This goal
is consistent with the National Renewable Energy
Laboratory’s current goals.

« Sharply increasing funding for renewable energy
RDD&D. RDD&D should focus on:

o Sustainably increasing agricultural and forestry

crop energy yields while enhancing environ-
mental benefits.

o Harvesting, storing, transporting and utilizing

biomass feedstocks.

o Improving cellulosic ethanol and other cellu-

losic biofuel processing pathways.

o Developing industrial, commercial, residential

and other stationary applications for renewable
energy.

o Lowering the costs of wind, solar, geothermal

and other forms of renewable electricity.

o Developing small-scale and distributed energy

technologies.

o Producing supplementary biobased products

that create additional value.

The second is to expand and extend direct financial
incentives for renewable energy production by:

« Continuing existing incentives for the biofuels in-

dustry.

« Providing full appropriations for the implementa-

tion of loan guarantees for cellulosic refineries and
the biorefinery grant program under the Energy

inspiredesign llc
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Policy Act of 2005. Initial commercial-scale cellu-
losic biofuel refineries are high-risk investments,
and Congress included the loan guarantees and
the grant program to ensure that pioneer plants
would be built.

« Expanding Section 9010 of the Farm Bill to create
a pilot transition assistance program for farmers,
ranchers and forest landowners to establish and
produce biomass feedstocks for future biofuel and
biomass plants.

+ Establishing a new investment tax credit of 50 per-
cent for specific conservation improvements to
create a new incentive for farmers, ranchers and
forest landowners to improve their land. Eligible
improvements would include forest management
practices, installation of drainage improvements,
and investments in soil pH and fertility enhance-
ments on farms, ranches and forests.

« Increasing and expanding the two critical renew-
able electricity tax incentives — the Production
Tax Credit (PTC) and the Clean Renewable Energy
Bonds (CREBs) — and making them long-term and
stable. Unless Congress acts, both of these tax in-
centives expire at the end of 2008.

+ Establishing a $1.25 per million BTU federal heat-
ing and cooling tax credit for the use of renewable
energy resources in thermal applications in the in-
dustrial, commercial, institutional and residential
sectors.

Deliver Renewable Energy to Markets

Delivering renewable energy to markets will require
significant infrastructure improvements for transport-
ing renewable fuels and feedstocks as well as trans-
mitting and distributing electricity. Key infrastructure
objectives are to:

« Create an expanded network of pipelines, rail
lines, ports and other shipping facilities, and new
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pipeline and shipping opportunities for renewable
fuels and feedstocks.

+ Build and better manage transmission and distri-
bution systems.

+ Allow all renewable electricity producers access to
the grid to get power to markets.

« Expand distributed generation for locally pro-
duced power.

To ensure that renewable fuels and feedstocks get to
market, 25x'25 recommends:

+ The Secretaries of Agriculture and Energy conduct
a study of comprehensive infrastructure needs for
the renewable fuels sector and recommend need-
ed action to ensure delivery of renewable fuels
and feedstocks to market.

« Expanding the existing federal tax credit for E85
pumps, raising the $30,000 cap to $50,000, apply-
ing it to each station that installs an E85 pump,
and increasing the percentage that can be claimed
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from 30 percent to 50 percent, but phasing this out
over time.

« Requiring owners or operators of more than 10 re-
tail filling stations to have 10 percent of their sta-
tions E85 in any area in which Flexible Fuel Vehicle
(FFV)® registration exceeds 8 percent. The EPA
should report annually on the percentage of FFVs
registered in each area of the country. If any of the
10 retail gasoline stations were new or upgraded,
they also would be required to have at least one
E85 pump.

+ Expanding grant programs for E85 corridors.

+ Requiring open access for renewable natural gas
and other products at reasonable rates to existing
energy infrastructure such as gas pipelines and
distribution facilities.

To ensure that electricity gets to market, America
should ensure the national electricity grid adequately
accommodates renewable energy. To do so, 25x'25
recommends:

+ The Federal Energy Regulatory Commission (FERC)
should require open and inclusive regional trans-
mission planning processes as part of its Open Ac-
cess Transmission Tariff (OATT) rule.

« Congress should cut through electricity grid fund-
ing gridlock by expanding the use of tax-exempt
financing for upgrades and new connections to
the grid for renewable electricity.

« Each state should simplify renewable interconnec-
tion to the electricity grid by adopting intercon-
nection standards and procedures.

It is essential that the public be able to access high-
quality information on renewable technologies, feed-
stock, policy and markets. 25x'25 recommends policy
makers:

« Fully fund and extend for five years the existing au-
thorizations for the Sun Grant Research Initiative.

+ Direct land grant universities and other universi-
ties working with existing resources at the Sun
Grant Research Initiative to centralize, improve
and disseminate a central, searchable database of
biomass and other renewable energy resources
within one year.

Build the Renewable Energy Market

The nation must build thriving retail and wholesale

renewable energy markets that deliver safe, reliable

and affordable renewable energy to customers. Key

objectives are to:

+ Increase consumer demand for renewable fuels,
feedstocks and electricity.

« Increase the number of flex-fueled vehicles.

+ Increase the number of biofuels pumps to deliver
fuel to the customer.

« Simplify consumer purchase of renewable energy.

To ensure that substantial markets for biofuels are
built, 25x’'25 recommends:

6 A car or truck that can run on any blend of unleaded gasoline up to 85 percent ethanol (E85).
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To

Fully appropriating funds for the implementation
of the EPAct 2005 reverse auction program for
cellulosic ethanol to produce 250 million gallons
by 2012. In a reverse auction, sellers compete to
provide a good or service at the most competitive
price. This will help spur a competitive market for
cellulosic biofuels.

That the Secretary of Energy, in consultation with
auto manufacturers and other experts, establish a
“glide path play or pay” annual obligation for auto-
makers to reach production targets of 50 percent
FFV registration by 2012 or pay a $1,000 per-vehicle
fee into an E85 infrastructure development fund.

Increasing RDD&D funding for battery develop-
ment for plug-in and flex-fuel plug-in hybrid and
all-electric vehicle technology.

ensure thriving renewable electricity markets,

25x'25 recommends:

To

Directing the Secretary of Energy to work with the
private sector to create a national Renewable En-
ergy Credit trading system - a single market where
buyers and sellers can come together to trade Re-
newable Energy Credits.

Increasing the federal government purchase of
renewable electricity to 10 percent in fiscal years
2010 through 2014, 15 percentin 2015, 20 percent
in 2020 and 25 percent in 2025.

State and local governments also should adopt their
own requirements to purchase renewable electric-
ity for their own use, which are similar to the federal
government’s self-imposed requirements.

promote extended uses and applications for re-

newable energy, 25x'25 recommends:

Creating a new “Liberty Energy Installation” pro-
gram that would provide competitive grants to
10,000 government and private sector facilities
to replace existing fossil fuel-based heating and
cooling systems with renewable based systems
within five years. The program would continue
at five-year intervals through 2025.

« Directing public institutions such as universi-

ties, hospitals, government facilities and the
military to use a minimum of 10 percent renew-
able energy in 2010, increasing 5 percent every
five years to 25 percent renewable energy by
2025 for onsite thermal energy generation in
existing facilities by 2025, and to consider re-
newable technologies as their first choice for all
new capacity.

Extending, expanding and fully funding the
residential and small business rebate program
in Section 206 of the Energy Policy Act of 2005
to a cap of $5,000 per installed system that uses
renewable thermal or electrical resources.

Accelerating and expanding the current biobased
product certification system in Section 9002 of
the Farm Bill and the USDA BioPreferred program
to ensure easy identification and proper valua-
tion of biobased products in the market.
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Improve Energy Efficiency and
Productivity

Key objectives are to:

+ Make energy efficiency improvements the option
of first choice in all energy decisions.

+ Reduce overall energy demand growth through
strong energy efficiency measures to make it easi-
er to meet our renewable energy objective.

- Have agriculture and forestry play a leadership
role in seizing energy efficiency opportunities.

+ Align regulatory incentives so the investments
in energy efficiency receive a higher rate of re-
turn than investments in energy supply and in-
frastructure.
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Protect and Enhance Natural Resources

Key objectives are to:

Expanding the Conservation Security Program to
« Conserve natural resources and protect the envi- provide incentive payments to farmers, ranchers

ronment. and forest landowners who produce feedstocks us-
ing methods that reduce soil erosion and improve
soil, water and air quality and conserve natural re-
sources.

« Improve soil and water quality, improve wildlife
habitat and make efficient use of all resources.

+ Ensure that working agricultural, forest and graz-
ing lands remain working lands.

Reauthorizing the Conservation Reserve Program
and maintaining provisions that allow for the pro-

To accomplish these objectives, 25x'25 recommends: duction of biomass energy feedstocks consistent

. Increasing funding for the USDA (NRCS) Envi- with conservation and habitat values.
ronmental Quality Incentives Program to assist

Increasing funding for Section 9006 of the Energy

farmers, ranchers and forest landowners to install Title of the Farm Bill to enable more farmers, ranch-
biodigesters, conserve water, control erosion, im- ers and forest landowners to install renewable en-
prove soil, water and air quality and wildlife habitat ergy and energy efficiency projects.

through the production of bioenergy products.

Increasing funding for existing conservation pro-

Program that provides transition assistance for tion, Forest Legacy and land improvement and
proper use of agricultural and forestry feedstock easement programs which help ensure a stable,
residues for cellulosic biofuels (focused on the en- available agricultural and forest land base that will
vironmentally responsible collection, storage and produce America’s future food, feed and fiber, as
transportation of residues). well as many of our energy needs while enhancing

natural resources and wildlife habitat.
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