Budget Wielded to Cut Greenhouse Gases
by Stephen Power
	     February 17, 2010: Washington —President Barack Obama's 2011 budget calls for an array of regulations, subsidies and taxes aimed at cutting emissions of greenhouse gases, even as a sweeping climate bill sits on ice in the Senate.
	Mr. Obama's budget calls for $39 billion in tax increases on fossil-fuel producers over 10 years.  It also includes an estimated $1.4 billion to help developing countries address the impacts of climate change, reduce deforestation and shift to low-carbon energy sources.  And it proposes tripling federal support for nuclear energy, by adding $36 billion in new loan authority for an Energy Department program aimed at speeding the construction of new reactors.
	Several companies are quitting an influential lobbying group focusing in on legislation, despite the administration's push to use the budget to pass greenhouse gas legislation.  WSJ's Grainne McCarthy reports in the News Hub.
	On Tuesday, Mr. Obama sought to underscore his support for nuclear power by announcing that the Department of Energy had offered conditional commitments for $8.33 billion in loan guarantees for the construction and operation of two new nuclear reactors at a plant in Burke, Ga.  Administration officials said it would be the first U.S. nuclear power plant to break ground in nearly three decades.
	The loan guarantees went to Southern Co., but other utilities say they are concerned that the government's fee for securing credit might be too costly.  Utilities say that in some discussions, the fee proposed by the government has been as high as 10%.  Mike Wallace, chairman of Unistar Nuclear Energy LLC in Baltimore, Md. said Tuesday his team has told the Energy Department that if a fee of 7% to 10% is imposed, his group will walk away.  An Energy Department spokesperson didn't immediately respond to requests for comment.
	Mr. Obama's budget, unveiled earlier this month, would scale back tax breaks and other incentives for domestic production of oil, natural gas and coal.  The moves are opposed by fossil-fuel producers.
	President Obama's budget calls for $39 billion in tax increases on fossil-fuel producers over 10 years.  Above, the president talks about creating energy jobs at a training center at the International Brotherhood of Electrical Workers Local 26 headquarters in Lanham, Md.  on Tuesday.
	The administration's budget cites a 2009 study by the Organization for Economic Cooperation and Development that said the world's 20 biggest economies could reduce global greenhouse-gas emissions 10% by phasing out fossil-fuel subsidies.
	A White House spokesman says the administration hasn't totaled up the cost of all the proposals in the fiscal 2011 budget related to climate policy.
	Mr. Obama has called on Congress to pass legislation that would require industries to pay for their emissions of heat-trapping gases linked to climate change.  But Senate leaders have repeatedly pushed back their timetable for action, amid objections from many Republicans and some Democrats that such legislation would drive up energy costs and lead to job losses in fossil-fuel and manufacturing industries.
	Environmental groups have largely applauded Mr. Obama's budget, though some have criticized his support for nuclear power, citing saying the growing cost of building reactors makes it unlikely that many new reactors will be constructed on time or within budgets.
	The budget proposal also contains what Republicans say is a setback for nuclear-power interests: a proposal to cut off funding for the proposed nuclear-waste repository at Yucca Mountain in Nevada.  The move was backed by Senate Majority Leader Harry Reid (D., Nev.)
	Republicans say killing Yucca Mountain leaves the U.S. without a clearly defined strategy for managing nuclear waste.  The administration says the U.S. has time to find alternatives, and has appointed a blue-ribbon panel to identify options.
	The climate pieces of the president's budget are controversial.  For example, a proposal to fund the Environmental Protection Agency's regulation of carbon dioxide and the measures to step up taxes on fossil-fuel producers are drawing fire.
	Opponents say EPA action to curb greenhouse gases would lead to job losses.  The EPA relies on state and local agencies to administer air-quality permits, but some state regulators have said new EPA rules could overwhelm them with paperwork and delay construction projects.
	A spokeswoman for the American Petroleum Institute, an industry group, said the administration's requested funding for EPA greenhouse-gas regulation would be "woefully inadequate for the states to implement any type" of greenhouse-gas regulatory program.
	But William Becker, executive director of the National Association of Clean Air Agencies, says the group, which represents air-pollution control agencies across the U.S., supports Mr. Obama's request, which "reflects clearly the premium he and his administration place on clean air."
	Oil and natural-gas producers say the tax proposals would discourage domestic production of energy and frustrate Mr. Obama's goals of creating jobs and reducing U.S. dependence on foreign oil.  The administration disputes the industry's claims.  Lawmakers from coal states are challenging Mr. Obama's budget proposal, too.  At a hearing earlier this month, Sen. Jay Rockefeller (D., W.Va.) warned that the administration's budget would discourage production of coal, the source of half the U.S. electricity supply and a significant source of jobs in Mr..  Rockefeller's state.
	"People are going to reduce their production because they feel, uh-oh, here comes the Obama administration, they're going to cut out coal," Mr. Rockefeller said.
	Administration officials say Mr. Obama's budget offers support for the coal industry, such as roughly half a billion dollars to fund research and development of technology to capture and sequester carbon dioxide from coal-fired power plants.  Mr. Obama's aides estimate that eliminating various tax breaks for coal production would generate $2.3 billion of additional revenue over the next 10 years, an amount that represents about 1% of annual domestic coal revenue.
	"It's the policy of the administration to move as aggressively as we can towards a clean energy future, not only by investing in R&D into those clean energy sources, but also in cutting back on the subsidies that we currently provide…to fossil fuels," Mr. Obama's budget director, Peter Orszag, testified before Congress earlier this month.
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