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United States House Committee on

Ways & Means

FOR IMMEDIATE RELEASE CONTACT: 202-225-3625
April 12, 2023
No. FC-07

Chairman Smith Announces Hearing on the U.S. Tax Code Subsidizing Green
Corporate Handouts and the Chinese Communist Party

House Committee on Ways and Means Chairman Jason Smith (MO-08) announced today that
the Committee will hold a hearing on the U.S. Tax Code Subsidizing Green Corporate Handouts
and the Chinese Communist Party. The hearing will take place on Wednesday, April 19, 2023,
at 10:00am in 1100 Longworth House Office Building.

Members of the public may view the hearing via live webcast available at
https://waysandmeans.house.gov. The webcast will not be available until the hearing starts.

In view of the limited time available to hear the witnesses, oral testimony at this hearing will be
from invited witnesses only. However, any individual or organization not scheduled for an oral
appearance may submit a written statement for consideration by the Committee and for inclusion
in the printed record of the hearing.

DETAILS FOR SUBMISSION OF WRITTEN COMMENTS:

Please Note: Any person(s) and/or organization(s) wishing to submit written comments for the
hearing record can do so here: WMSubmission@mail.house.gov.

Please ATTACH your submission as a Microsoft Word document in compliance with the
formatting requirements listed below, by the close of business on Wednesday, May 3, 2023.
For questions, or if you encounter technical problems, please call (202) 225-3625.

FORMATTING REQUIREMENTS:
The Committee relies on electronic submissions for printing the official hearing record. As

always, submissions will be included in the record according to the discretion of the Committee.
The Committee will not alter the content of your submission but reserves the right to format it


https://waysandmeans.house.gov/
mailto:WMSubmission@mail.house.gov

according to guidelines. Any submission provided to the Committee by a witness, any materials
submitted for the printed record, and any written comments in response to a request for written
comments must conform to the guidelines listed below. Any submission not in compliance with
these guidelines will not be printed but will be maintained in the Committee files for review and
use by the Committee.

All submissions and supplementary materials must be submitted in a single document via email,
provided in Word format and must not exceed a total of 10 pages. Please indicate the title of the
hearing as the subject line in your submission. Witnesses and submitters are advised that the
Committee relies on electronic submissions for printing the official hearing record.

All submissions must include a list of all clients, persons and/or organizations on whose behalf
the witness appears. The name, company, address, telephone, and fax numbers of each witness
must be included in the body of the email. Please exclude any personal identifiable information
in the attached submission.

Failure to follow the formatting requirements may result in the exclusion of a submission. All
submissions for the record are final.

ACCOMMODATIONS:

The Committee seeks to make its facilities accessible to persons with disabilities. If you require
accommodations, please call 202-225-3625 or request via email to
WMSubmission@mail.house.gov in advance of the event (four business days’ notice is
requested). Questions regarding accommodation needs in general (including availability of
Committee materials in alternative formats) may be directed to the Committee as noted above.

Note: All Committee advisories and news releases are available on the Committee website at
http://www.waysandmeans.house.gov/.
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THE U.S. TAX CODE SUBSIDIZING GREEN CORPORATE HANDOUTS
AND THE CHINESE COMMUNIST PARTY

Wednesday, April 19, 2023

House of Representatives,

Committee on Ways and Means,

Washington, D.C.

The committee met, pursuant to call, at 10:04 a.m. in Room 1100, Longworth House

Office Building, Hon. Jason Smith [chairman of the committee] presiding.
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*Chairman Smith of Missouri. The committee will come to order.

We are here today to examine what has happened with the mountain of green special
interest tax breaks in the President's so-called Inflation Reduction Act. In the eight months
since that law's passage, three things are clear.

Number one, taxpayers are footing a bill for these tax breaks that are hundreds of
billions above what they were told. Some estimates reach as high as one trillion, over three
times more than originally estimated. Other economists estimate the battery manufacturing
credits alone will cost over 196 billion, a 542 percent increase -- 542 percent increase.

Number two, the White House opened up convenient loopholes to make not only
foreign countries, but even our adversaries like China eligible to claim these taxpayer-
funded subsidies.

And number three, the design of these credits has allowed large companies, big
banks, and the already wealthy to make billions off the backs of hard-working American
taxpayers.

Ultimately, the White House and my colleagues on the other side pushed through
these corporate welfare subsidies that cost more than three times as much as they told us it
would, while paying big dividends to big business and China.

While the wealthy and politically connected get a massive windfall from the
Democrats' taxpayer-subsidized handouts, working families, small business owners, and
farmers, they are struggling. Witnesses at Ways and Means field hearings have told us of
the challenges they face to hire, make payroll, afford input materials because of the
President's inflation crisis. I anticipate we will hear more of these challenging stories at our
hearing Friday in Georgia.

President Biden, he may succeed in strengthening the manufacturing sector, but for

China, not the U.S. Solar cells manufactured in China and assembled into panels in the U.S.
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will qualify for these special interest tax breaks, even if they are implicated in human rights
abuses. The world's largest solar manufacturer is a Chinese company that just had its solar
shipments confiscated at the border last fall over forced labor concerns. They are now
planning to partner with a business in Ohio to utilize these very credits to build a facility
here in the United States. Are these the type of businesses that we should be rewarding?

This is just one area where the Biden Administration has opened the door to China.
To develop projects like EV battery manufacturing, U.S. companies are partnering with
Chinese Communist Party-controlled companies that control over 50 percent of the
processing capacity of key battery ingredients. Meanwhile, White House regulations and
red tape make it difficult for America to develop critical resources for EV battery
ingredients right here at home.

As congressional scorekeepers now realize, this money will get spent faster than
expected. The Biden Administration is creating even new loopholes to benefit foreign
companies and foreign workers. The latest example is the Administration's new critical
minerals agreement with Japan that evades IRA safeguards and allows benefits to flow to
foreign companies. No wonder USTR did not let the American people see the text of the
agreement before signing it. This is a low-emission tax subsidy fire sale only Washington
and Wall Street would love.

These special political tax breaks flow to big companies and big banks, with
congressional scorekeepers estimating that large corporations today receive over 90 percent
of them. These are companies with sales in excess of $1 billion. Financial institutions
receive three times more than any other industry. Financial institutions receive three times
as any industry, that is correct.

And when it comes to the 15 percent minimum tax on corporations that Democrats

touted last year to look tough on big business, and to make sure everyone pays their fair
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share -- that is what they say, but guess what? They exempted their special interest tax
breaks from that rule, creating a loophole for their friends, their donors, their buddies, and
politically favored corporations.

American workers should not have to send money to Washington in order to
subsidize big corporate virtue signaling about climate commitments and woke agendas. We
cannot ignore these facts among misleading marketing about good intentions and climate
change. Democrats sold America a bill of goods with the Inflation Reduction Act. And the

sad part is, once again, America and the American worker will pay the price.
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*Chairman Smith of Missouri. I now turn to Ms. Chu for the purpose of an opening
statement.

*Ms. Chu. Thank you, Mr. Chair, for gathering us to discuss how, in just eight
months, the Inflation Reduction Act has done more for American workers and families than
the Tax Cuts and Jobs Act has done in almost six years.

The climate crisis is real, and its effects are only becoming more extreme. In
California, all but one of the state's 10 largest wildfires in history have occurred since 2017,
and years of severe drought have now been followed by months of extreme rain and snow.

Democrats did something about this, and we made sure that the clean energy
transition will mean more jobs, more manufacturing, and higher wages here in the United
States. The Inflation Reduction Act is the single-largest clean energy investment in U.S.
history, with first-of-their-kind requirements to strengthen American supply chains and
create quality, high-paying jobs. This legislation is proving that green jobs are good jobs,
and putting the country on a path to responsible, sustainable energy independence.

So far, the green tax credits have spurred over 100,000 jobs for U.S. electricians,
mechanics, construction workers, technicians, support staff, and others. Just in the law's
first 6 months, 90 new clean energy projects have been announced in 31 states. These
projects include battery manufacturing, electric vehicle manufacturing, and wind and solar
manufacturing sites. If this isn't delivering results for the American people, then what is?

Along with the Bipartisan Infrastructure Law and the CHIPS and Science Act, these
landmark laws have led to companies committing more than $200 billion to U.S.
manufacturing. Our investments in semiconductor and clean tech are nearly double what
they were in 2021, and nearly 20 times the total in 2019. The result is less reliance on
vulnerable supply chains overseas and offshoring of well-paying jobs: just another way that

Democrats are growing the economy from the bottom up and the middle out.



97

98

99

100

101

102

103

104

105

106

107

108

109

110

111

112

113

114

115

116

117

118

119

120

121

Meanwhile, Republicans are over 100 days into the Congress, and the American
people can see that their priorities include shielding tax cheats from accountability,
proposing a 30 percent tax increase on everything Americans buy, and threatening to drag
the country into an unnecessary economic crisis that would decimate Social Security and
Medicare. What we have not seen is any plan that would reinvest in American workers and
families.

If they were serious about these goals, they would support the Inflation Reduction
Act's work to onshore critical supply chains and revitalize communities. But instead, we get
hearings like this one, which use China as a way to distract from their own policy failures.
It is dishonest, because the truth is that the Inflation Reduction Act is one of the most
impactful laws in our nation's history to reduce our reliance on China and other foreign
markets and move jobs and supply chains back here to the United States. And it is reckless
and false rhetoric that has consequences. As we have seen since the pandemic, this rhetoric
contributes to dangerous anti-Asian hate that hurts Asian Americans here in the United
States.

In the last 100 days, notwithstanding all their America-first rhetoric, one of the most
consistent themes of our committee's majority has been to put foreign interests ahead of the
American people. Last month we marked up a bill in this committee that would put the
interest of foreign bondholders, including Chinese bondholders, ahead of veterans, seniors
on Medicaid that are in nursing homes, Pell Grant recipients, and every American awaiting a
tax refund. And this is a pattern. The Republican tax scam gave more benefit to foreign
investors than the bottom 60 percent of Americans. We didn't hear any America-first
concerns at that time.

I am disappointed that we are once again spending valuable time on political

posturing against our clear successes, instead of working together to create American jobs,



122 shore up our domestic supply chains, or catapult our nation to leading in the new green
123 energy economy. It is a waste of our time, a waste of the American people's time, and it is

124 all in the service of extending another round of handouts to the wealthy and well-connected.
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*Ms. Chu. Iyield back the balance of my time.

*Chairman Smith of Missouri. Thank you, Ms. Chu.

I want to welcome the witnesses and thank you for taking your time out to be before
the best committee in Congress, the House Ways and Means Committee. [ will now be
pleased to introduce each and every one of you.

Daniel Turner is the founder and executive director of Power The Future.

Drew Horn is the founder and CEO of GreenMet, and formerly associate director of
policy for the Office of the Vice President.

Kenny Stein is policy director at the Institute for Energy Research.

And Vance Ginn is senior fellow at Americans for Tax Reform, and formerly the
chief economist at the Office of Management and Budget.

And Ben Beachy is vice president of manufacturing and industrial policy at the
BlueGreen Alliance.

Mr. Turner, you are now recognized.
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STATEMENT OF DANIEL TURNER, EXECUTIVE DIRECTOR, POWER THE
FUTURE

*Mr. Turner. Thank you. Chairman Smith, Ranking Member Neal, and members of
the Ways and Means Committee, good morning and thank you for the opportunity to appear
before you.

My name is Daniel Turner, and I am the founder of Power of the Future, a group that
advocates for the millions of energy workers, especially those in rural America. These men
and women produce the energy which powers our homes and our nation, and their jobs are
under constant attack.

Energy undergirds everything from our economy to our national security.
Everything grown, manufactured, transported requires energy. And as energy prices go up,
food and consumer goods have become more expensive. Our current state of high inflation
is driven largely by administrative actions designed to significantly raise the cost of fossil
fuels. No one has been hit harder than working-class and rural Americans.

We are producing less oil than we have in years because we have an administration
that has promised no new drilling. As a result, gas prices are still nearly $1.50 higher, on
average, than when President Biden took office. The proposed government solution:
$7,500 tax rebate on new electric vehicles. For most Americans who cannot afford an EV,
which averages $60,000, that is not clearly a solution at all.

So who is benefiting from these tax rebates? Data shows the average EV owner
earns over $100,000, more than double the average salary. The tax benefits for going green
are anything but equitable.

The other beneficiary is the Chinese Government. My organization has previously

authored two studies, one showing how 70 percent of EVs and green technology are
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manufactured in China; the other showing how 90 to 95 percent of the rare earth elements in
those technologies are sourced from markets dominated by China. As a consequence, every
tax break, subsidy, or government program meant to incentivize the purchase of EVs is
really a direct benefit to China.

It does not have to be this way. President Biden has spoken often about a supply
chain that starts in America, a goal with which I wholeheartedly agree. Yet, along with that
lofty rhetoric comes a sobering truth. Efforts to open the U.S. mines needed for the green
supply chain have been thwarted. Mines in Minnesota, Arizona, Alaska, and many other
states are stopped, while the Biden Administration has made deals for these same materials
from foreign countries, some of which have records of slavery and child labor and disastrous
environmental practices.

Yes, the metals and the rare earths to "go green" are still needed, but the jobs and the
tax revenue are being outsourced, rather than coming to Americans.

I have been to Alaska Native villages fighting the government to open a mine, where
the unemployment rate currently runs around 80 percent, where mothers pour soda into their
babies' bottles because milk, if they can even find it, costs $12 a half gallon, and there is no
running water. These communities are pleading for the mine to open for the jobs,
electricity, infrastructure. But most of all, the dignity and hope. These communities deserve
the chance to utilize their land for their much-needed benefit.

And we have done this for decades to coal communities. All across America, the
war on coal has closed mines and plunged once thriving communities into poverty. Radical
environmental groups, many of whom have been investigated for their ties to Russian and
Chinese funding, launch glitzy ad campaigns to close coal mines. And when they win, they
return to their headquarters and leave those towns struggling with systemic poverty. Yet we

still use coal, it is just more expensive. And eventually, like the metals and the rare earths, it
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will be imported from other countries, where child and slave labor often mine it.

Fossil fuels are not going away. The government is just making them more
expensive and, as a result, making life more expensive. The burdens grow harder. The
natural gas tax this Congress passed last year will not have companies "pay their fair share,'
as proponents claim. The American people will just face higher costs. Even the discussed
bans on gas stoves and gas hot water heaters will do nothing for climate change, they will
just make life harder for struggling Americans.

I am here today to talk about policies that unleash American energy and, by
extension, American prosperity and the American dream. I look forward to taking your
questions and having a robust and honest conversation.

[The statement of Mr. Turner follows:]

1



Chairman Smith
Ranking Member Neal
Members of the Ways and Means Committee,

Good morning and thank you for the opportunity to appear before you. My name is Daniel
Turner and | am the Founder of Power The Future, a group that advocates for the millions of
energy workers especially those in rural America. These men and women produce the energy
which powers our homes and our nation, and their jobs are under constant attack.

Energy undergirds everything, from our economy to our national security. Everything grown,
manufactured, transported, requires energy, and as energy prices go up, food and consumer
goods have become more expensive. Our current state of high inflation is driven largely by
administrative actions designed to significantly raise the cost of fossil fuels. No one has been
hit harder than working class and rural Americans.

We are producing less oil than we have in years because we have an Administration that has
promised “no new drilling”. As a result, gas prices are still nearly $1.50 higher on average than
when President Biden took office. The proposed government solution? A $7,500 tax rebate on
new Electric Vehicles. For most Americans who cannot afford an EV, which averages $60,000,
that is clearly not a solution at all.

So, who is benefitting from these tax rebates? Data shows that the average EV owner earns
over $100,000, more than double the average salary. The tax benefits for “going green” are
anything but equitable. The other beneficiary is the Chinese government.

My organization has previously authored two studies: one showing how 70% of EVs and green
technology are manufactured in China; the other showing how 90-95% of the rare earth
elements in those technologies are sourced from markets dominated by China. As a
consequence, every tax break, subsidy, or government program meant to incentivize the
purchase of EVs is really a direct benefit to China.

It does not have to be this way. President Biden has spoken often about a supply chain “that
starts in America,” a goal with which | whole-heartily agree. Yet along with that lofty rhetoric
comes a sobering truth: efforts to open U.S. mines needed for the green supply chain have
been thwarted. Mines in Minnesota, Arizona, Alaska, and many other states all stopped
production while the Biden Administration has made deals for these same materials from
foreign countries, some with records of slavery and child labor and disastrous environmental
practices. Yes, the metals and rare earths to “go green” are still needed, but the jobs and the
tax revenue are being outsourced rather than coming to Americans.

| have been to native Alaskan villages fighting the government to open a mine where
unemployment currently runs around 80%, where mothers pour soda into their babies’ bottles
because milk, if they even can find it, costs $12 a half gallon and there is no running water.
These communities are pleading for the mine to open: for the jobs, electricity, infrastructure,
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and most of all, dignity and hope. These communities deserve the chance to utilize their land
for their much-needed benefit.

And we have done this for decades to coal communities. All across America, the war on coal
has closed mines and plunged once thriving communities into poverty. Radical environmental
groups, many of which have been investigated for their ties to Russian and Chinese funding,
launch glitzy campaigns to close the coal mine, and when they win, they return to their
headquarters and leave those towns struggling with systemic poverty.

Yet we still use coal. It’s just more expensive, and eventually, like the metals and rare earths, it
will be imported from other countries often where child and slave labor mine it. Fossil fuels are
not going away; the government is just making them more expensive, and as a result, making
life more expensive, too.

The burdens grow harder. The natural gas tax Congress passed last year will not have
companies “pay their fair share,” as proponents claim. The American people will just face
higher costs. Even the discussed bans on gas stoves and gas hot water heaters will do nothing
for climate change; they will just make life even harder for struggling Americans.

| am here today to talk about policies that unleash American energy and, by extension,
American prosperity and the American dream. | look forward to taking your questions and
having a robust and honest conversation.
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*Chairman Smith of Missouri. Thank you, Mr. Turner.

Mr. Horn, you are now recognized.
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STATEMENT OF DREW HORN, CEO, GREENMET

*Mr. Horn. Thank you, Chairman Smith, members of the committee. Thank you for
the opportunity to testify today. My name is Drew Horn, and I am president and CEO of
GreenMet, a private company working to develop American critical mineral and green
energy supply chains. I am here today to explore the connection between our domestic
energy supply chain policy and our national security.

The intent of the Inflation Reduction Act, signed by the President in 2022, was to
invest in companies whose focus is domestic energy production and manufacturing. As we
have seen in recent headlines, implementation of the IRA has been inconsistent with
congressional intent.

The Treasury Department is responsible for ensuring compliance with the IRA. It is
imperative that Treasury close loopholes that currently enable foreign adversaries to
circumvent U.S. law. Treasury has already announced guidance pertaining to the
qualification of critical mineral requirements, highlighting the need for supply chain
transparency and sourcing requirements. However, industry stakeholders are still waiting
for Treasury guidance on what countries qualify as a foreign entity of concern.

In the meantime, Chinese-backed companies are taking advantage of U.S. tax credits
by establishing quasi-Chinese subsidiaries on U.S. soil within U.S. supply chains.
Nationwide, industry and financial leaders are waking up to the threat that this presents to
America and to our allies.

Chinese dominance and continued incursion of our energy supply chains is the most
significant national security threat that the United States and other friendly countries are
facing in the 21st century. I want to emphasize the fact that when Chinese-backed

companies are allowed to do business inside the U.S., we must assume Chinese intelligence
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agencies are illegally collecting sensitive U.S. information, stealing intellectual property,
and doing everything they can to continue Chinese Communist Party dominance in this
sector. In effect, a Trojan horse is introduced into our nation's industrial and manufacturing
sectors.

The CCP's approach is to conceal its ownership or influence. U.S. companies and
universities that present themselves as homegrown domestic entities dedicated to promoting
U.S. commercial and national interests is one method of that disguise. In some instances,
Chinese-backed companies or universities have filed for and were actually granted U.S.
Government funding. All of this is supported by CCP national policies.

Current U.S. control mechanisms like CFIUS are insufficient to protecting U.S.
industry from this subterfuge. I emphatically urge each Federal agency and department to
take this issue seriously by, one, defining foreign entities of concern; two, solidifying
congressional free trade agreements with our allied partners; and three, investing in true
American companies. Doing all these things will secure and diversify America's supply
chains.

To begin, Congress should push Treasury to provide clear definitions of foreign
entities of concern. Look to current law for our National Defense Industrial Base, which
prohibits acquisition of sensitive materials from non-allied foreign nations in the interests of
national security. Foreign entities of concern should match the definition of covered nations
as defined in U.S. law. The case for applying this definition to our domestic mineral supply
chains is now.

Next, Congress should continue to play an active role in ratifying ongoing free trade
agreements and giving clear mandates for cooperation with allies. At any point, the PRC
may limit global access by restricting trade of these critical minerals, all of which have

China as the dominant global mineral and metal producer. Therefore, trade policy plays a
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key role in decreasing our import reliance on foreign entities of concern.

In the short term, the U.S. will need to engage with allies and free trade partners to
secure our mineral supply chains. The solidification of free trade partnerships, even with the
current patchwork of agreements, ensures our continual cooperation with longstanding
allies, and buys us time to bring more American supply online.

And finally, we all must commit to building domestic supply chains, thereby
reducing our reliance on other nations.

I truly believe this is a bipartisan issue, and one that affects the entire industry. We
must incentivize true U.S. alternatives to support our national security and policy goals. Our
energy security is our national security. Strong policy will continue to de-risk domestic
energy production, creating pathways for willing Wall Street investors and patriotic
companies to unleash American energy production again. Domestic options, when paired
with the right mix of prudent government support and time, can organically grow without
foreign interference.

We must control our own destiny. But the window of opportunity to rebuild
domestic supply chains is closing if we don't take action now.

Thank you for the opportunity to testify today. Ilook forward to your questions.

[The statement of Mr. Horn follows:]
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Chairman Smith, Ranking Member Neal, Members of the Committee: Thank you for the
opportunity to testify today on this important topic of securing America’s supply chains through
oversight of tax policy.

My name is Drew Horn, and | am president and CEO of GreenMet, a private company working
to develop American critical mineral and green energy supply chains, thereby reducing U.S.
reliance on foreign adversaries. | am also a former U.S. Army Special Forces officer and a
Marine officer who served this country for over 10 years in uniform. During my time as an
officer, I successfully completed three combat deployments to Afghanistan as a Green Beret, and
one to Iraq as a Marine. After my military service | had the privilege to serve as a senior policy
executive at the Departments of Defense and Energy, the Office of the Vice President, and the
Office of the Director of National Intelligence. Our GreenMet team is made up of decorated
veterans, former public servants, and industry experts.

GreenMet was founded in 2021 to build substantial U.S. solutions with a technological
advantage over U.S. adversaries that supports domestic production of premium products that are
cost-efficient with full accountability and transparency. Our company is currently involved in
multiple mineral resource projects that will strengthen domestic critical mineral supply chains.

GreenMet’s focus is on developing the required infrastructure for sustainable and uninterruptable
critical mineral supply chains to meet U.S. and North American energy and technology needs.
We are a mission-driven team, serving as an important connection between Wall Street
investment and U.S. Government decisionmakers during this essential time in U.S. industrial and
energy and mineral resource policy.



Our team works to demonstrate that the U.S. has the ability to produce domestic energy in a
cleaner and technologically superior way compared to foreign adversaries. America has a de
facto tendency toward ESG (Environmental, Social, and Governance), given that our nation’s
21% century mining and metalmaking practices are governed by the highest and best standards in
the world. As we unleash our domestic energy production according to these standards, true
sustainability and secure supply will follow.

Bolstering domestic critical mineral supply chains is vital for economic stability and national
security. Our company mission is guided by Executive Order 13817, Executive Order 13953, and
Executive Order 14017. These presidential orders acknowledge the imperative to build domestic
production capabilities for materials critical to our defense industrial base, advanced energy
systems, and our everyday consumer needs. By taking steps toward vertical integration of these
supply chains, our nation minimizes risk of supply chain disruptions such as those we witnessed
during the early months of the COVID-19 pandemic and Russia’s invasion of Ukraine.

| am here today before a Committee that understands the deep connection between our domestic
energy supply chains and our national security. The 2022 Inflation Reduction Act (IRA) signed
by the President intended to invest in companies whose focus is domestic energy production and
manufacturing to strengthen our energy security.*

We Must Close Loopholes in the IRA Policy Implementation

As we have seen in recent headlines, the agencies’ execution of IRA has been incongruent with
the intent of Congress in writing the law. The changes and expansions to Tax Credits in Sections
30, 45, and 48 of the IRS tax code aimed at securing domestic supply and incentivizing investors
and suppliers to expand the domestic critical minerals and battery materials markets.? Yet, as of
the submission of this testimony, small and large companies lack key guidance on what entities
would qualify and what process would quantify the percentage of “applicable critical minerals.”

Given that the U.S. Department of the Treasury (Treasury) is responsible for ensuring
compliance with the IRA's full intent through its previous and future guidance, it is imperative
Treasury close loopholes that currently enable Chinese companies to move operations to U.S.
soil by partnering with U.S. companies. Such arrangements will create intense issues for the
American energy industry regarding security of intellectual property or “IP”, among other
security issues.

I wish to highlight the section 30D Clean Vehicle Credit expansion as a prime example of a
loophole. Treasury has announced guidance regarding the qualification of critical mineral
requirements, highlighting the need for supply chain transparency and sourcing requirements.®

L https://www.whitehouse.gov/briefing-room/speeches-remarks/2022/08/16/remarks-by-president-biden-at-signing-
of-h-r-5376-the-inflation-reduction-act-of-2022/

2 https://www.hklaw.com/en/insights/publications/2022/10/the-inflation-reduction-act-provisions-and-incentives-
for-local

3 https://www.irs.gov/newsroom/irs-issues-guidance-and-updates-frequently-asked-questions-related-to-the-new-
clean-vehicle-critical-mineral-and-battery-components
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However, as of this week’s hearing, stakeholders in the mineral industry are still waiting for
Treasury guidance on what countries qualify as a “foreign entity of concern.”

Nevertheless, | am pleased to see American companies responding to this 30D credit expansion
by securing North American binding commitments to meet domestic mineral requirements by
2025. Industries such as American auto manufacturing will play a critical role in the use of
domestically sourced critical and other minerals. Companies including General Motors (GM)
have been very vocal and transparent in their support for policies within the IRA that incentivize
domestic critical mineral production and requirements. As GM and other manufacturers look to
Treasury for 30D guidance on compliance requirements, | urge Treasury to immediately seek
clear guidance on definitions from subject matter experts (SMES) who understand the state of the
market. This required guidance will enable much needed incentives for companies and investors
to participate in the domestic supply chain sooner rather than later.

Trade policy has become a focus of the IRA landscape. The EU and others reacted with outrage
and countering legislation to the huge shift in global market incentives for U.S. investment as a
result of the IRA and its investment in America’s supply chains. Our nation saw responses like
the EU’s Critical Raw Materials Act. Also, Canada and Japan stepped up to solidify bilateral
trade agreements with the U.S.

The U.S. does not have a free trade agreement with the Chinese Government, or the People’s
Republic of China (PRC). The unfortunate consequence of global realignment of investment
incentives was that Chinese state-owned enterprises (SOEs) are taking advantage of U.S. tax
credits by establishing Chinese subsidiaries on U.S. soil within U.S. supply chains. The clear and
present example of this was when the massive Chinese tech company Contemporary Amperex
Technology (CATL) announced after the IRA became law that it would build a new EV battery
plant in Michigan in partnership with Ford Motor Co..

National Security Imperative in Creating Strong Industrial Policy

Domestic supply chains mean economic stability and are national security imperatives. The lack
of secure and uninterruptible critical mineral supply chains is, in my professional opinion, the
most significant national security threat that the United States and other friendly countries are
facing thus far in the 21% century.

Nationwide, industry and financial leaders are finally waking up to the massive importance of
the supply chain problem and the threat that it presents to America and our allies. JPMorgan
Chase CEO Jamie Dimon recently warned in his annual letter to shareholders, by “using
subsidies and its economic muscle to dominate batteries, rare earths, semiconductors, or EVs,
[the PRC] could eventually imperil national security.” Dimon stated the U.S. “cannot cede these
important resources and capabilities to another country.”

Such a scenario is at our doorstep and will continue if we do not close these loopholes in IRA
implementation.

4 https://reports.jpmorganchase.com/investor-relations/2022/ar-ceo-letters.htm
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In the true spirit of Executive Order 14017 (America’s Supply Chains), | emphatically urge each
federal agency and department to secure and diversify America’s Supply Chains through
continual IRA guidance. As the President declared, “more resilient supply chains are secure and
diverse — facilitating greater domestic production, a range of supply, built-in redundancies,
adequate stockpiles, safe and secure digital networks, and a world-class American manufacturing
base and workforce.””®

The bipartisan and bicameral congressional pushback on lack of Treasury guidance demonstrates
incongruity of administration implementation compared to original congressional intent—with
respect to IRA language. Without question, this is the most critical, truly bipartisan, and whole-
of-industry impactful issue of our time.

Breaking Down the Chinese SOE Economy

| reiterate this undeniable point: the most consequential incongruity of the IRA implementation
is that Chinese SOEs are able to take advantage of U.S. tax credits on U.S. soil within U.S.
supply chains.

As | told reporters who asked about this issue, the PRC and CATL are essentially the same thing.
There's really no separation.® It's just the nature of the way business is done in PRC, that the
Chinese Communist Party (CCP) has influence and control over all of its state-owned
companies.

Understanding the PRC market economy as it applies to critical minerals and metals can be
broken down into hard subsidies, soft subsidies, and structural advantages over free markets.

The PRC deploys their own system of hard and soft subsidies in critical mineral supply chains.
They apply value-added export taxes to finished magnets and added taxes for shipping mineral
oxides, metals, or alloys. These hard subsidies create an incentive for Chinese companies to keep
the supply chain for early-stage minerals in China and add a premium on trade in any mineral
products.

Soft subsidies include Foreign Direct Investment (FDI) through the Belt & Road Initiative (BRI),
reduced labor and environmental costs, and intellectual property and technology transfer.

Structural advantages of the PRC’s critical mineral economy and larger energy systems include
dominant SOEs and orchestrated coordination across the SOE ecosystem, all at the direction and
discretion of the CCP. When a company like CATL takes any action, it is acting in lockstep with
the CCP.

The PRC’s mineral and metal producing sector is heavily dominated by SOEs. In 2015, the
Congressional Research Service (CRS) reported Chinese government officials proposed that rare
earth producers be merged into six firms: Boatang Group (Baotou Steel and Rare Earth),

5 https://www.whitehouse.gov/briefing-room/presidential-actions/2021/02/24/executive-order-on-americas-supply-
chains/

6 https://www.foxnews.com/politics/ccp-backed-tech-companies-poised-cash-in-bidens-climate-bill-national-
security-experts-warn
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Chinalco (Chalco Rare Earth), Minmetals Rare Earth, Ganzho Group, Fujian Changting Jinlong
Rare Earth Co., Ltd., and Guandong Rising Non Ferrous Metals.” In 2021, this consolidation was
furthered by merging of China Minmetals Rare Earth Co. with two other state-owned giants,
Chinalco Rare Earth and Metals Co and Ganzhou Rare Earth Group, to form a new group under
the direct control of the central government.® Similar government-directed consolidations have
occurred in Chinese iron and steel markets, as well as the aluminum sector.

Chinese SOEs are artificially supported and protected by CCP-state funding combined with
practices that pit them against each other creating hypercompetitive productivity. This market
scenario results in high efficiency, oversupply, and low prices. They then flood the market with
cheap goods. This is the opposite of U.S. experiences with monopolies in our capitalist free
market, where monopolies are inefficient and tend to undersupply goods to assure high prices.

When state-funded companies such as CATL are allowed to do business inside the U.S., we must
assume PRC intelligence agencies are illegally collecting U.S. sensitive information, stealing
intellectual property, and doing everything they can to continue their dominance in this sector.
This is the major 215 century threat to our domestic manufacturing and industrial
capabilities.

The PRC's offshoring of its battery manufacturing capacity to the U.S. is a direct extension of the
BRI. This is but one example of a Trojan horse inserted into our nation’s industrial and
manufacturing sectors and our national policy development.

The many geopolitical advantages gained by the PRC’s critical materials monopoly will be used
to prevent any meaningful competition in downstream rare earth element production outside of
the PRC’s control. We already see evidence of this in the form of “Dragonbridge,” a Chinese
misinformation campaign launched against U.S. government-contracted rare earth project in
Texas.®

The Role of Foreign Direct Investment (FDI) and Response of CFIUS

FDI is not a tool that is unique to the PRC. FDI occurs when an entity of one country obtains a
lasting financial interest in and a degree of influence over the management of a business
enterprise in another country. FDI is commonly defined as 10% or more of voting securities or
equivalent interest.

FDI can take the form of establishment of new operations (“greenfield investments”), the
purchase of existing operations (through mergers and acquisitions), or the infusion of capital to
existing operations. It is distinct from portfolio investment, for example, ownership of stocks,
bonds, or other financial assets.

The evidence for increasing FDI is the extraordinary track record of approvals by the Committee
on Foreign Investment in the U.S. (CFIUS). Reviews by CFIUS identify and address any

7 https://crsreports.congress.gov/product/pdf/R/R43864/6
8 https://www.ft.com/content/4dc538e8-c53e-41df-82e3-b70alc5hae0c
9 https://www.defenseone.com/technology/2022/06/chinas-disinformation-warriors-may-be-coming-your-

company/368791/
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consequent national security risks posed by potential foreign “control” of a U.S. business or
creating undue “harm” within an economic sector such as mining or mineral processing or
metallurgy. A CFIUS Risk Assessment considers three issues: 1) Threat posed by the foreign
investment in terms of intent and capabilities. 2) Aspects of the business activity that pose
vulnerabilities to national security, and 3) National security consequences if the vulnerabilities
are exploited.

CFIUS decisions involving FDI in American critical mineral supply chains can have long-term
economic and geopolitical implications. As CFIUS has resource and scope limitations, senior-
level decision-making capabilities regarding mineral supply chain issues in the U.S. will usually
be limited in their effectiveness.

The PRC’s modus operandi is to conceal its ownership or influence over U.S. companies and
universities that present themselves as home-grown domestic entities dedicated to promoting
U.S. commercial and national interests. In some instances, these companies or universities have
filed for and were granted U.S. government funding, as in the case of routine DOE awards for
critical mineral research.

For example, a federal grant was awarded to the company Microvast despite the company having
documented ties to the CCP and operating primarily out of China.!! The grant was part of the
Infrastructure Investment and Jobs Act (I1JA), which aimed to secure America’s domestic supply
chains by being less reliant on the PRC for materials such as lithium-ion battery cells or critical
minerals.

According to Reuters, over 200 companies competed for DOE grants under the 11JA last year,
but only 20 companies were awarded, including CCP-backed Microvast.'? In a press release the
company describes itself as “a leading global provider of next-generation battery technologies
for commercial and specialty vehicles.”® In a December 14, 2021 Securities and Exchange
Commission (SEC) filing the holding company of Microvast called Microvast Holdings Inc.
stated, “We are a holding company, and we conduct all of our operations through our
subsidiaries, and principally through our subsidiary in China.”**

The PRC will continue to rely on U.S. companies via FDI and voluntary compliance with CFIUS
to manipulate the U.S. political system to maximize their economic advantage. Many SOEs are
taking equity positions in resource companies abroad supported by CCP national policies.
Elizabeth Economy reported in her article “By All Means Necessary” that nearly 40% of Chinese
mining companies involved in foreign projects are state-owned.'® No doubt this number has
exponentially grown since that 2014 report. Strategic FDI is observable in the largest

10 https://home.treasury.gov/policy-issues/international/the-committee-on-foreign-investment-in-the-united-states-
cfius/cfius-overview

11 https://finance.yahoo.com/news/microvast-200-million-us-grant

12 https://www.reuters.com/business/republican-lawmakers-criticize-us-grant-battery-company-with-china-ties-
2022-12-07/

13 https://ir.microvast.com/node/6966/html

14 https://www.sec.gov/Archives/edgar/data/1760689/000121390021065178/fs12021a3 _microvast.htm

15 https://allchinareview.com/by-all-means-necessary-how-chinas-resource-quest-is-changing-the-world/
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manufacturing companies in the world that require rare earth elements, other critical minerals, or
critical material dependent components for their systems.

Maintaining a Balanced Understanding of Trade

In the short-term, the U.S. will need to engage with allies and free-trade partners to secure our
mineral supply chains. The solidification of our free-trade partnerships, even with the current
patchwork of agreements, ensures our continual collaboration with North American countries
and observance of longstanding allies. Congress should be involved in ratifying such free-trade
agreements with clear mandates for allied cooperation.

A recent report from Commerce Department on the imports of critical minerals highlighted the
value of multilateral engagement on critical minerals which can help transition the U.S. and
allies from reliance on a potential adversary and national security threats.*® One ongoing bilateral
engagement is the U.S.-Canada Joint Action Plan on Critical Minerals (2019). GreenMet
recently participated in a panel at the Canadian Embassy to highlight continued U.S.
collaboration on critical minerals and supply chains. Other multilateral agreements with G20 and
QUAD countries can also facilitate efficient coordination on supply chain resiliency issues.

Defining foreign entities of concern in coordination with current national defense laws and other
agency guidance like the U.S. Export-Import Bank (EXIM) and U.S. International Development
Finance Corporation (DFC) will not preclude any continuation of U.S. trade. Under the Defense
Production Act, Canada is considered a “domestic source” which shows the flexibility in U.S.
policy to look beyond our borders for our critical needs especially in reducing the nation’s
reliance on foreign supply chains.!’

Foreign entities of concern as a definition should include “covered nations” as defined in U.S.
law.'® Additionally, entities in other markets where covered nations have a controlling interest
should be excluded from tax advantages. Such entities can include groups that receive “soft
subsidies” from regimes such as PRC and the Russian Federation — including several countries
receiving significant investment through the BRI and other FDI. This includes Democratic
Republic of Congo and their Chinese affiliates as well as Belarus with their Russian affiliates.

This definition of a foreign entity of concern already exists in U.S. law as guidance for
rebuilding our defense industrial base and calling for the prohibition on acquisition of sensitive
materials from non-allied foreign nations. The case for application of this definition to our
domestic mineral supply chains is now. Our energy security must be viewed as national security.

In the global market, the PRC has disproportionate control over the upstream production and
downstream processing of many critical minerals such as cobalt (65%), lithium (55%), copper
(40%), nickel (35%), graphite (99%), synthetic graphite (78%), polysilicon (80%) as well as

16 https://www.bis.doc.gov/index.php/documents/section-232-investigations/3141-report-1/file

7 https://www.businessdefense.gov/ai/dpat3/index.html

18 10 USC § 2533c(d)(2): The term “covered nation” means— (A) the Democratic People's Republic of North
Korea; (B) the People's Republic of China; (C) the Russian Federation; and (D) the Islamic Republic of Iran
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92% of the global cathode capacity, 91% of global anode capacity, and virtually 100% of the rare
earth market. When combined with the PRC’s near 100% control over the production of EV
grade high-temperature rare earth magnets, the PRC owns the EV space and most other
technologies that are dependent on these critical materials.

Other elements and materials where the PRC is the global dominant supplier include aluminum
(55%), antimony (84%), arsenic (61%), bismuth (70%), fluorspar (59%), gallium (96%),
germanium (72%), indium (57%), manganese (93%), mercury (89%), vanadium (60%), tantalum
(40%), and tungsten (83%). At any point, especially in light of recent sanctions threatened by the
CCP, the PRC may limit global access by restricting trade to these and other critical minerals, all
of which have the PRC as the dominant global producer or mineral processor and metal
producer.

According to the 2023 U.S. Geological Survey (USGS) Mineral Commodity Summaries, the
U.S. is over 50% import reliant for 51 minerals, which is up from 47 minerals in 2021.
Furthermore, it is 100% reliant on imports for 15 minerals, 12 of which are listed on the

USGS’ 2022 Final List of Critical Minerals.!® Of all the countries with which the U.S. trades, the
PRC is the nation that we are most reliant on for critical mineral imports.

Therefore, trade policy will be key in decreasing our import reliance on foreign entities of
concern. Successful trade policy is also key in identifying our friendly partners for defense
purposes, diplomatic purposes, and economic stability.

Recovering Real Investment Solutions in Domestic Energy Production and Manufacturing

Existing tax credit policy lacks specificity at each step of the process in determining eligibility
for receiving these new and expanded green energy tax credits. If we allow this policy to remain
unchanged, we ignore the massive vulnerability for the PRC to exploit the current U.S. tax code
on U.S. soil under the disguise of assisting U.S. industry when in reality, they are actively
undermining U.S. industry. We are preventing the birth of legitimate U.S. alternatives in our
nation’s energy and critical mineral resources and the other economic sectors that rely heavily on
them. This is a disastrous loophole that must be closed.

Strong industrial policy closes loopholes in economic subsidies. Closing loopholes by defining
foreign entities of concern as non-allied foreign nations and other markets where covered nations
have a controlling interest will strengthen the case for subsidies as strong incentives for the
industry. Closing loopholes will de-risk domestic energy production for willing Wall Street
investors and patriotic American companies looking to unleash American energy production
again.

What our foreign adversaries have understood very effectively is that when they're able to
control the lion’s share of the critical mineral supply chain—even 80% of the key components —
then they can affect legislation, find other political and economic loopholes, and in general

19 https://pubs.usgs.gov/periodicals/mcs2023/mcs2023.pdf
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maintain resource “supply chain control” where they have the ability to restrict supplies to the
U.S. thus providing massive geopolitical leverage to our adversaries.

A portfolio of options exists inside the U.S. today that, if given even a small amount of time and
government support, can organically grow with minimal foreign interference. We must control
our own destiny, but the window of opportunity to rebuild domestic supply chains is closing if
we don’t take action nOw.

Thank you again for the opportunity to testify today. I look forward to your questions.
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*Chairman Smith of Missouri. Thank you, Mr. Horn.

Mr. Stein, you are recognized.
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STATEMENT OF KENNY STEIN, POLICY DIRECTOR, INSTITUTE FOR ENERGY
RESEARCH

*Mr. Stein. Mr. Chairman, thank you for the opportunity to testify at this hearing.

The subsidies in the misnamed Inflation Reduction Act which we are examining
today are worse than merely misguided industrial policy because the industries singled out
for the most generous subsidy, which -- namely, the wind, solar and batteries industries --
are not actually domestic industries. The inputs and components that will build the
subsidized green energy system envisioned by the IRA will be coming from foreign
countries, especially China, which thoroughly dominates both the solar and battery
industries, and is a major part of the wind industry.

The IRA thus discards even the usual justifications for industrial policies such as
domestic industry or security. This green industrial policy actually seeks to destroy
domestic energy and replace it with foreign energy. The policy set forward in the IRA will
tax our children to pay China for green energy to replace the oil, natural gas, and coal that
we currently produce here in the United States. Because of the uncapped nature of the IRA
tax credits, there is actually no way to know how much taxpayers are eventually going to be
on the hook for.

Additionally, despite some of the IRA subsidies getting firm end dates, both the
Production Tax Credit and the Investment Tax Credit could hang around for decades, as they
are set to phase out only after a certain emissions target has been met. Most forecasts don't
see that threshold being met until the 2040s, or even later.

If the prospect of our children and grandchildren paying for these vast subsidies for
decades to come isn't bad enough, these subsidies will ultimately be funneled into the hands

of Chinese companies.
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The problem with wind, solar, and batteries is that they require an enormous amount
of minerals to build in the first place. For example, a typical electric car requires six times
the mineral inputs of a conventional car, mainly due to the battery module. An onshore
wind plant requires nine times more mineral resources than a gas-fired plant. Because of
this, since 2010 the average amount of minerals needed for a new unit of power generation
capacity has increased by 50 percent, as the share of renewables in new investment has been
rising.

Unlike oil and natural gas, which are found and produced around the world, the
production of the main green minerals is quite concentrated. In 2019, for example, the top 3
extractors of copper and nickel produced more than half of global production alone. And
the top 3 extractors of cobalt rare earths and lithium produced 75 to 85 percent of global
production. In contrast, the top 3 producers of oil and natural gas, which both include the
United States, produce less than 50 percent of total global production.

But this mining concentration actually pales in comparison to the concentration in
processing, where China thoroughly dominates. China now processes the majority of the
world's nickel, cobalt, lithium, graphite, manganese, and rare earths, which are all key inputs
for wind turbines, solar panels, and batteries. For several of those categories such as
graphite, manganese, and rare earths, China accounts for 80 to 100 percent of global
production.

China's dominance goes beyond the processing itself. China also controls the
manufacturing and production of lithium ion battery cells, anodes, and cathodes, and
polysilicon wafers, crystalline silicon cells, and solar modules. What this means is that
green energy is truly made in China. Thus, the vast spending from IRA subsidies will be
spent on Chinese products and inputs, and enrich Chinese companies.

Now, the IRA did include some incentives to try and bring back many of these inputs
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domestically. But the process of opening a new mine stretches for many years, if not
decades. New processing facilities will -- unlikely to meet U.S. environmental standards,
which, frankly, is part of why a lot of this production happens in China today. Some final
assembly of imported Chinese components will probably happen in the U.S. and often
foreign-owned facilities in order to gain the IRA subsidy eligibility. But that facade cannot
hide what is actually happening, which is a long way of saying that green energy will not be
made in the USA any time soon. To subsidize green energy today is to subsidize China.

For decades, the primary goal of American energy policy has been security of supply
to ensure that the United States can rely on itself for energy supplies in the event of a
conflict or crisis. Just in the last five years, we have just about achieved that energy security
that had been so elusive for so long. The U.S. is a net exporter of oil, natural gas, coal, and
refined products, and what oil we still import mostly comes from Canada and Mexico. Yet
the avowed goal of the IRA is to throw away that hard-earned security and replace our entire
energy system with inferior green alternatives sourced from overseas.

To put this in context, at the peak, in 2001, the United States relied on the Middle
East for 23 percent of our oil needs. That was viewed as a national security crisis. The U.S.
currently imports 74 percent of our rare earth needs from China, with many other green
metal needs over 50 percent. There is no prospect of that changing in the near future. Yet
we are intentionally seeking to increase reliance on these Chinese energy sources.

The security issue goes beyond merely China's control of the inputs of the green
energy system. An electric grid that is more reliant on intermittent sources is more fragile
and expensive. This weaker, more expensive grid is more susceptible to failures, be they
weather events, human error, or deliberate damage, because there is not a strong reserve of
stable, dispatchable generation.

The IRA energy subsidies are pushing the U.S. towards more expensive and less
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reliable electricity, while also discarding America's energy security in favor of dependence
on China. That -- we get this supposedly in return for a small degree of reduction in carbon
dioxide emissions, even though the magnitude of that reduction is questionable once you
calculate Chinese manufacturing and the overbuilding of the grid.

It might seem incredible to the average voter to believe that we would be consciously
replacing domestic energy with unreliable, expensive, foreign-controlled energy, but that is
the net effect of the subsidies in the IRA.

Thank you for the opportunity.

[The statement of Mr. Stein follows:]
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Mr. Chairman, thank you for the opportunity to testify at this hearing.

My name is Kenny Stein, | am the Policy Director for the Institute for Energy Research, a free-
market organization that conducts research and analysis on the function, operation, and
regulation of energy markets.

Vast subsidies for politically-favored industries are rarely a wise use of taxpayer funds.
Politicians are very bad at identifying the most productive technologies or foreseeing future
economic trends. This means industrial policy is distortive and often leads to inefficient and
wasteful resource allocation as industries chase government money and mandates rather than
catering to customers or working to innovate for the future. The copious suite of subsidies
crammed into the misnamed Inflation Reduction Act (IRA) shares those usual deficiencies.
However, the IRA goes further than merely misguided industrial policy because the industries
singled out for the most generous subsidy — namely wind (electricity generation), solar
(electricity generation), and batteries (both for electricity storage and electric vehicles) — are
not domestic industries. The inputs and components that will build the subsidized green energy
system envisioned by the IRA will come from foreign countries, especially China, which
thoroughly dominates both the solar and batteries industries, and is a major part of the wind
industry. The IRA thus discards even the usual justifications for industrial policy such as
supporting domestic industry or security. This green industrial policy actually seeks to destroy
domestic energy and replace it with foreign energy. The policy set forward in the IRA will tax
our children to pay China for green energy to replace the oil, natural gas and coal that we
currently produce here in America.

Numerous recent cost estimates make very clear that the CBO estimates for the tax credits in
the IRA were deeply underestimated. Because of the uncapped nature of the IRA tax credits,
there is no way to actually know how much taxpayers will be on the hook for. Additionally,
despite some IRA subsidies getting firm end dates, both the Production Tax Credit and the
Investment Tax Credit could hang around for decades as they are set to phase out only after a
certain emissions target have been met. There is vanishingly little chance that emission



threshold will be met by 2032, most forecasts don’t see that threshold being met until the
2040s or even later. With the social security trust fund projected to be exhausted by 2034, we
face the prospect of social security benefit cuts coming before these special interest industries
lose their subsidies. If the prospect of our children and grandchildren paying for these vast
subsidies for decades to come isn’t bad enough, these subsidies will ultimately be funneled into
the hands of Chinese companies.

Green Energy Is Made In China

The problem with wind, solar and batteries is that while they don’t require ongoing fuel like
other electricity sources, they require an enormous amount of materials to build in the first
place. For example, a typical electric car requires six times the mineral inputs of a conventional
car mainly due to the battery module, and an onshore wind plant requires nine times more
mineral resources than a gas-fired plant. Since 2010 the average amount of minerals needed for
a new unit of power generation capacity has increased by 50% as the share of renewables in
new investment has risen.!

These minerals have to come from somewhere, dug up out of the ground and processed into a
usable form. Unlike oil and natural gas, which are found and produced around the world, the
production of the main green minerals is quite concentrated. In 2019 for example, the top
three extractors of copper and nickel produced more than half of global production, and the
top three extractors of cobalt, rare earths, and lithium produced 75-85% of global production.
In contrast, the top three producers of oil and natural gas (both of which include the United
States) produce less than 50% of global production. But this mining concentration pales in
comparison to the concentration in processing, where China dominates.

! International Energy Agency, The Role of Critical Minerals in Clean Energy Transitions, May 2021,
https://www.iea.org/reports/the-role-of-critical-minerals-in-clean-energy-transitions



Production of many energy transition minerals today is more geographically concentrated than
that of oil or natural gas

Share of top three producing countries in production of selected minerals and fossil fuels, 2019
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China now processes a majority of the world’s nickel, cobalt, lithium, graphite, manganese and
rare earths, which are key inputs for wind turbines, solar panels, and batteries. For several of
those categories, such as graphite, manganese and rare earths, China accounts for 80-100% of
global production. China’s dominance goes beyond the processing itself; China also controls the
manufacturing and production of many green energy products: around 80% of lithium-ion
battery cell production; 80-90% of anode and cathode production; between 60-80% of
polysilicon, wafers, crystalline silicon cells, and solar modules.

What all this means is that green energy is truly made in China. Thus, the vast spending from
IRA subsidies will be spent on Chinese products and inputs and enrich Chinese companies. Now
the IRA did include some incentives to try to produce many of these inputs domestically, but
the process of opening a new mine stretches for many years if not decades. And that is
assuming all goes well with the permitting and approval process, which has not been the case
under the Biden administration, with mines such as Twin Metals and Polymet in Minnesota,
Resolution and Rosemont in Arizona, and Pebble and the Ambler Mining District in Alaska, just
to name a few prominent examples, all facing obstacles or outright disapproval. The processing
of these minerals is also a very dirty and energy-intensive business, which is part of why so
much of it is done in China where what minimal environmental standards as may exist are
easily ignored if you have the right connections and cheap coal-powered electricity is on offer.
Trying to build these processing facilities in the United States will inevitably be stymied by the
National Environmental Policy Act or other environmental regulations, to say nothing of the

2 International Energy Agency, The Role of Critical Minerals in Clean Energy Transitions, May 2021,
https://www.iea.org/reports/the-role-of-critical-minerals-in-clean-energy-transitions



lawsuits from every green organization under the sun (organizations which ironically also
support increased use of green energy). Some final assembly of imported Chinese components
will probably happen in the US in foreign-owned facilities in order to game IRA subsidy
eligibility, but that facade cannot hide what’s really happening. Which is all a long way of saying
that green energy will not be made in the USA anytime soon. To subsidize green energy today is
to subsidize China.

What About National Security

For decades the primary goal of American energy policy has been security of supply, to ensure
that the United States can rely on itself for energy supplies in the event of conflict or crisis. Just
in the last 5 years we have just about achieved that energy security that was so elusive, the US
is a net exporter of oil, natural gas, coal, and refined products, and what oil we still import
mostly comes from Canada and Mexico.? We are so secure that we were able to aggressively
sanction the oil industries of two major producers (Iran and Venezuela) without worrying about
domestic energy impacts. After Russia invaded Ukraine, US natural gas has been able to replace
Russian supplies to our friends and allies in Europe. The energy posture of the United States is
the envy of the world, even now with a hostile administration trying to shut down domestic
production of oil and gas. Yet the avowed goal of the IRA is to throw away that hard earned
security and replace our entire energy system with inferior green alternatives sourced from
overseas.

To put this in context, at the peak in 2001 the United States relied on the Middle East for 23%
of our oil needs.* That was viewed as a national security crisis, that we were running out of oil
and reliant on countries that hated us. The US currently imports 74% of our rare earth needs
from China, with many other major green mineral needs over 50%.° The entire solar and
battery supply chains are controlled virtually end to end by China. There is no prospect of that
changing in the near future. Yet we are intentionally seeking to increase reliance on these
Chinese energy sources.

The security issue goes beyond merely China’s control of the inputs to a green energy system.
An electric grid more reliant on intermittent generation sources is much more fragile and
expensive. Intermittent energy frequently goes to zero, requiring expensive backup capacity
and vast spending on transmission and duplication to even attempt to support the electricity
demands of a modern economy. Wind and solar generation sources also do not last very long,
usually needing to be replaced within 20 years (in contrast to coal, gas, nuclear or hydro power
which all measure their service life in multiples of decades). This weaker, more expensive grid is

3 U.S. Energy Information Administration https://www.eia.gov/tools/fags/fag.php?id=727&t=6

4 Qil Price, How the United States has Reduced Its Dependence on Middle East Oil, January 15, 2020,
https://oilprice.com/Energy/Energy-General/How-The-US-Has-Reduced-Its-Dependence-On-Middle-East-Oil.html
5 U.S. Geological Survey Mineral Commaodity Summary 2023
https://pubs.usgs.gov/periodicals/mcs2023/mcs2023.pdf



https://www.eia.gov/tools/faqs/faq.php?id=727&t=6
https://oilprice.com/Energy/Energy-General/How-The-US-Has-Reduced-Its-Dependence-On-Middle-East-Oil.html
https://oilprice.com/Energy/Energy-General/How-The-US-Has-Reduced-Its-Dependence-On-Middle-East-Oil.html
https://pubs.usgs.gov/periodicals/mcs2023/mcs2023.pdf

more susceptible to failures, be they weather events, human error, or deliberate damage,
because there is not a strong reserve of stable, dispatchable generation.

IRA Subsidies Deliberately Weaken Both Our Electric Grid And Our National Security

The IRA energy subsidies are pushing the US towards more expensive and less reliable
electricity, while also discarding America’s energy security in favor of dependence on China. All
that we supposedly get in return is some small degree of reduction in carbon dioxide emissions,
though even the magnitude of that reduction is questionable once you factor in the emissions
from manufacturing in China plus the emissions from overbuilding the grid to support
renewables. It might seem incredible to the average voter to believe that we would be
consciously replacing reliable domestic energy with unreliable, expensive and foreign-
controlled energy, but that is the net effect of the energy subsidies in the IRA. It is a scandal
that we would so deliberately harm ourselves to the benefit of our greatest geopolitical
adversary and a course correction is desperately needed.
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Mr. Ginn, you are recognized.
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STATEMENT OF VANCE GINN, SENIOR FELLOW, AMERICANS FOR TAX
REFORM

*Mr. Ginn. Chairman Smith, members of the committee, my name is Dr. Vance
Ginn. I am the president of Ginn Economic Consulting, senior fellow at Americans for Tax
Reform, and chief economist at the Pelican Institute for Public Policy. I was also the
associate director for economic policy at the Office of Management and Budget in 2019 and
2020.

And when -- yesterday was Tax Day. And we have got an issue here where we are
looking at taxes, what was in the Inflation Reduction Act and the massive amount of debt,
excessive government spending that is hitting the nation. I think this is a major fiscal crisis
that we are looking at, an economic threat that is very large for the American people across
the nation that is driven by excessive spending.

But at the same time, we do have a tax problem in this sense -- usually excessive
spending problem, which it is, but now we are seeing how taxes are also influencing the
economy and taking a pretty big hit, overall. We have got about $31 trillion in national
debt, which amounts to $95,000 owed per tax -- per American, or $250,000 per taxpayer.

The CBO estimates we are going to have an average of $2 trillion a year in -- just in
the deficit annually, and nearly $1 trillion pretty soon on the net interest payments on the
debt. This is a massive amount of an issue. Along with rising interest rates, we are also
seeing slow economic growth. Last year, when you look at the fourth quarter of 2021 to the
fourth quarter of 2022, there was 0.9 percent growth, and the overall economy was the
slowest from Q4 over Q4 on record during a so-called recovery.

So I think what we really need to be focused on, as well, is reining in government

spending, passing responsible American budgets that grow no more than the means of the --
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of taxpayers across the country. And I think we would be in a much better position.

And that fiscal crisis has been increased dramatically by the so-called Inflation
Reduction Act, which -- inflation is still at a multi-decade high of over five percent, still
running pretty hot. I think we have still got some increases in inflation that is moving
forward, as well. So it is something that really needs to be looked at.

And so when you are breaking down what is in the Inflation Reduction Act, the
CBO's estimate of $391 billion last year, there have been more estimates that have come out
that show this is closer to $1.2 trillion, more than 3 times as much as what was initially
estimated just last year at a huge cost to the American taxpayer over time, along with a lot of
the green energy agenda, other things that are a part of this for unreliable sources of energy
that are putting money into the situation of picking winners and losers throughout this
overall economy.

Some of this has been because of, you know, the incentives matter. When you start
handing out taxpayer dollars, there will be an increase in EV production, and we have seen
that. So those estimates have been changed compared to what was done last year.

There is also Treasury guidance that has changed some of the dynamics of how
much the costs were going to be within the Inflation Reduction Act, and also looking at the
electric vehicle, you know, battery cells and modules and what those costs were going to be.
CBO initially estimated those to be $30 billion, and now the estimate, when you look at $45
for these batteries per kilowatt hour, are being closer to $196 billion, nearly $200 billion,
nearly 7 times what CBO initially estimated just last year. This is quite remarkable when
you think about it, that -- the cost to taxpayers of what this is going to do.

And there is still a lot more that is going to be done. I mean, even Senator Manchin
said recently, when he looked at the Treasury's recent guidance, he said in a press release,

"The guidance released by the Department of Treasury completely ignores the intent of the
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Inflation Reduction Act. It is a pathetic excuse to spend more taxpayer dollars as quickly as
possible, and further control -- cedes further control to the Chinese Communist Party in the
process."

And so, as has been mentioned before, this will mean more production in other
countries, one of those being in China. So what are the concerns with that?

There are a lot of concerns that have been discussed over time. But also looking at
the defining eligibility, there are still going to be additional eligibility requirements coming
out of Treasury. What sort of effects will those have on the estimates that were done?

You know, in economics trade-offs matter, incentives matter. The amount of money
that is being spent of taxpayer dollars continues to matter. And we want more money in the
pockets of taxpayers, so that way they can put food on the table, save for a rainy day, and
things of that nature. And as we are spending more, running up deficits and debt, we are
crowding out the productive private sector of our economy, and we are picking winners and
losers in the process.

So our hope is that Congress and others will look at re-estimating the high cost of the
Inflation Reduction Act, and finding ways to start to look at what those costs really mean to
taxpayers in the process as you move forward here in this committee and in others.

So, you know, given the economic situation that is happening right now, slowing
growth, slow growth last year, you know, Americans have faced 24 consecutive months of
declining real wages in inflation-adjusted wages year over year. This is not a good situation.
So I hope that you will take a re-look at the -- estimating the Inflation Reduction Act's cost.

Thank you for your time, and I look forward to your questions.

[The statement of Mr. Ginn follows:]
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Chairman Smith, Ranking Member Neal, and Members of the Committee, thank you for the
opportunity to testify before you today.

My name is Dr. Vance Ginn, and | am President of Ginn Economic Consulting, Senior Fellow at
Americans for Tax Reform, Chief Economist at Pelican Institute for Public Policy, and former
associate director for economic policy of the White House’s Office of Management and Budget
from June 2019 to May 2020. In these capacities, my work provides high-quality research and
economic insights that champion free-market solutions to let people prosper. It is a pleasure to
be here today to testify on an issue hindering prosperity in the U.S. and could continue to do so
in the future if things don’t change. You can find my full policy brief on the costs of the so-called
Inflation Reduction Act’s (IRA) tax credits for electric vehicle (EV) battery cells and modules in the
Appendix.

Need for Responsible American Budget

Congress has a fiduciary responsibility to be good stewards of taxpayer dollars and practice fiscal
discipline when it comes to spending on federal programs. Unfortunately, that has not been the
case for many years. This has been magnified from excessive government spending especially
since the COVID-19 pandemic and shutdowns, including the IRA, which as I'll discuss will not
reduce inflation. There are stark underestimates of the IRA which are costly for Americans driven
in part by underestimates of the costs of tax credits for EV battery cells and modules that should
be re-estimated and consideration of eliminating them. But before | explain the details, let me
note the irresponsible federal spending situation which is destroying economic prosperity.

The national debt is more than $31 trillion, amounting to about $95,000 owed per American or
almost $250,000 per taxpayer, and is far more than our country’s entire economic output. The
Congressional Budget Office (CBO) has projected that the budget deficit will average $2 trillion
annually over the next decade, further adding to the national debt and net interest payments
that with higher interest rates will likely surpass S1 trillio