








Small wind property

The energy credit applies to qualified small wind energy property placed in service prior
to January 1,2017. The credit rate is 30 percent. The credit is limited to $4,000 per year with
respect to all wind energy property of any taxpayer. Qualified small wind energy property is
property that uses a qualified wind turbine to generate electricity. A qualifying wind turbine
means a wind turbine of 100 kilowatts of rated capacity or less.

Combined heat and power property

The energy credit applies to combined heat and power ("CHP") property placed in
service prior to January 1,2017. The credit rate is 10 percent.

CHP property is property: (1) that uses the same energy source for the simultaneous or
sequential generation of electrical power, mechanical shaft power, or both, in combination with
the generation of steam or other forms of useful thermal energy (including heating and cooling
applications); (2) that has an electrical capacity ofnot more than 50 megawatts or a mechanical
energy capacity of no more than 67,000 horsepower or an equivalent combination of electrical
and mechanical energy capacities; (3) that produces at least 20 percent of its total useful energy
in the form of thermal energy that is not used to produce electrical or mechanical power, and
produces at least 20 percent of its total useful energy in the form of electrical or mechanical
power (or a combination thereof); and (4) the energy efficiency percentage of which exceeds 60
percent. CHP property does not include property used to transport the energy source to the
generating facility or to distribute energy produced by the facility.

The otherwise allowable credit with respect to CHP property is reduced to the extent the
property has an electrical capacity or mechanical capacity in excess of any applicable limits.
Property in excess of the applicable limit (15 megawatts or a mechanical energy capacity of
more than 20,000 horsepower or an equivalent combination of electrical and mechanical energy
capacities) is permitted to claim a fraction of the otherwise allowable credit. The fraction is equal
to the applicable limit divided by the capacity of the property. For example, a 45 megawatt
property would be eligible to claim 15/45ths, or one third, of the otherwise allowable credit.
Again, no credit is allowed if the property exceeds the 50 megawatt or 67,000 horsepower
limitations described above.

Additionally, the provision provides that systems whose fuel source is at least 90 percent
open-loop biomass and that would qualify for the credit but for the failure to meet the efficiency
standard are eligible for a credit that is reduced in proportion to the degree to which the system
fails to meet the efficiency standard. For example, a system that would otherwise be required to
meet the 60-percent efficiency standard, but which only achieves 3D-percent efficiency, would be
permitted a credit equal to one-halfof the otherwise allowable credit (i.e., a 5-percent credit).

House Bill

The House bill eliminates the credit cap applicable to qualified small wind energy
property. The House bill also removes the rule that reduces the basis of the property for
purposes of claiming the credit if the property is financed in whole or in part by subsidized
energy financing or with proceeds from private activity bonds.
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Effective date.-The provision applies to periods after December 31, 2008, under rules
similar to the rules of section 48(m) of the Code (as in effect on the day before the enactment of
the Revenue Reconciliation Act of 1990).

Senate Amendment

The Senate amendment is the same as the House bill.

Conference Agreement

The conference agreement follows the House bill and the Senate amendment.

4. Grants for specified energy property in lieu oftax credits (sees. 1604 and 1721 ofthe
House bill, sees. 1104 and 1603 of the conference agreement, and sees. 45 and 48 of the
Code)

Present Law

Renewable electricity production credit

An inco~e tax cr~~i! is allowed for the produ~ti.on of elect~icity fr~m 9~alified.energy
resources at qualIfied facIlItIes (the "renewable electrIcIty productIOn credIt"). 8 QualIfied
energy resources comprise wind, closed-loop biomass, open-loop biomass, geothermal energy,
solar energy, small irrigation power, municipal solid waste, qualified hydropower production,
and marine and hydrokinetic renewable energy. Qualified facilities are, generally, facilities that
generate electricity using qualified energy resources. To be eligible for the credit, electricity
produced from qualified energy resources at qualified facilities must be sold by the taxpayer to
an unrelated person. The credit amounts, credit periods, definitions of qualified facilities, and
other rules governing this credit are described more fully in section D.I of this document.

Energy credit

An income tax credit is also allowed for certain energy property placed in service.
Qualifying property includes certain fuel cell property, solar property, geothermal power
production property, small wind energy property, combined heat and power system property, and
geothermal heat pump property. 179 The amounts of credit, definitions of qualifying property, and
other rules governing this credit are described more fully in section D.3 of this document.

House Bill

The provision authorizes the Secretary of Energy to provide a grant to each person who
places in service during 2009 or 20 I0 energy property that is either (I) an electricity production

178 Sec. 45. In addition to the renewable electricity production credit, section 45 also provides
income tax credits for the production of Indian coal and refined coal at qualified facilities.

179 Sec. 48.
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