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October 23, 2003

TheHonorablePeteDomenici TheHonorableBilly Tauzin
Charman Chairman

Energy andNatural ResourcesCommittee Energy and CommerceCommittee
364 Dirksen Senate OfficeBuilding 2125 RayburnHouseOfficeBuilding
Washington, D.C. 20510 Washington, D.C. 20515
TheHonorableCharlesGrass ey TheHonorableBill Thomas
Charman Chairman

FinanceCommittee HouseWaysand M eansCommittee
135Hart Senate OfficeBuilding 2208 RayburnHouseOfficeBuilding
Washington, D.C. 20510 Washington, D.C. 20515

Dear Chairmen:

Onbehalf of theCoalition, pleaseaccept our thanksfor thework that you and other members
of theconferencecommitteehavedoneontheenergy bill. Many of thebill’ sattributeshavebeen under
development for years, and weareencouraged that you areso closeto compl eting atruly remarkable
legidativeachievement.

However, thereareprovisionswhoseinclusionor omissionmay jeopardizeall thework that has
beendonetomakethisextraordinary legidationpossible. Theseinclude:

Opt-Out. Thereisaprovisionunder considerationthat wouldgivetheU.S. Environmental
Protection Agency andtheU.S. Department of Energy authority towaivetherenewablefuel sstandard
under certainconditionsfor aperiod of years. Thisisanunacceptabl estipulationandonethatis
adversetotheCoalition-initiated renewablefuel sstandard: if theburgeoningethanol industry istogrow,
theremust bemarket certainty, andthepossi bility of waivingtherenewablefuel requirementinany
number of statesremovesthat market assurance. Infact, wehavealready heardfromseveral of the
financial ingtitutionsthat underwritethenation’ sethanol plants, warningthat thisprovisionwill makeit
very difficulttoprovidefinancing at competitiverates. Pleasere ect theHouse-proposed opt-out

language.
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Volumetric Ethanol Tax Credit Act of 2003 (S. 1548, H.R. 3119). Thefinal energy bill must
includethe Senate’ svolumetricethanol excisetax credit. Thisprovisionsimplifiesexcisetax collection,
providesessentia new flexibility togasolinerefiners, marketersand ethanol producers, and eliminatesthe
negativeimpact of theethanol tax incentiveontheHighway Trust Fund. Withthepassageof therenew-
ablefuel sstandard and theexpectedincreasein ethanol sal es, adoption of thevolumetrictax creditis
essential. Many of thenation’ sgovernorshaveworked hardtoresol vethel ongstandingissuesassociated
withtheHighway Trust Fund, andthesolutioncontainedin S. 1548 andH.R. 3119 hasnearly universal
support. Pleaseincludethiscritically important provision.

Thesuggestionto postponerevisionstothetaxationof ethanol until Congressenactsthesurface
transportationauthorizationlegid ationrather than maketherevis onsinthecurrent energy bill will have
important effectsonthefederal-ai d highway programandtheHighway Trust Fund. Enactingtheethanol
tax revisionsin February, 2004 rather thannow woul d:

reduceHighway A ccount revenuesby aminimumof $500millioninFY 2004;
acceleratetherateat whichtheba anceintheHighway Account will beexhausted; and
reducethebaselinefor federal highway investmentinthePresident’ sbudgetfor FY 2005by
amost$15hillion.

TheCoalition statesuseethanol andwill beseverely affected by thenew transportationbill if the
volumetricethanol excisetax creditisnot enacted aspart of thisenergy bill.

The Senatevers onof therenewabl efuel sstandard, including theopt-out language, hasbeenthe
subject of countless Senate hearingsand hoursof floor debatefor thepast threeyears. Y ou should not
now substituteprovisionsthat havenot received vigorouspublicdebateand anaysis. Wearehopeful that
youwill resolvetheseissuesappropriately, andthat Congresswill soonadopt thenation’ sfirst magjor
energy legidationinthelasttenyears.

Sincerdy,
{;L,.W Im éﬂw ol
A
nHoeven, Chairman KathleenSebdlius
Governor of NorthDakota Governor of Kansas

C. HonorableBill Frist
HonorableTomDaschle
HonorableDennisHastert



