Renewable Electricity Production
Credit, Publication of Inflation
Adjustment Factor and Reference
Prices for Calendar Year 1997

Notice 97-30

This notice publishes the inflation
adjustmen factor ard referene prices
for calenda yea 1997 for the renewable
electricity production credit unde
§ 45(3 of the Internd Revene Code.
The 1997 inflation adjustmenfacta and
referene prices are usal in determining
the availability of the credit The 1997
inflation adjustmen factar and reference
prices appl to calenda yea 1997 sales
of kilowatt-houss of electricity produced
in the United States or a possession
thered from qualified enegy resources.

BACKGROUND

Sectim 45(g provides tha the renew-
able electricity productian credt for any
tax yea is an amoun equad to the
produ¢ of 15 cens multiplied by the
kilowatt-houss of specifiel electricity
producel by the taxpaye and sold to an
unrelatel perso during the tax yea.
This electriciy mud be producel from
qualified enegy resource amd a a
qualified facility during the 10-yea pe-
riod beginnirg on the dat the facility
was originally placed in service.

Section 45(b)() provides tha the
amoun of the credi determind under
§ 45(39 is reduce by an amoun that
beas the sane ratio to the amoun of
the credi as (A) the amoun by which
the referene price for the calenda year
in which the sak occus exceed 8 cents
beas to (B) 3 cents Unda § 45(b)(2),
the 1.5 cens in 8§ 45(9 and the 8 cents
in 8§ 45(b)() are ead adjustel by mul-
tiplying the amourt by the inflation
adjustmen facta for the calenda year
in which the sak occurs.

Secti 45(c)() defines qualified en-
ergy resourcs as wind and closed-loop
biomass Sectim 45(c)(3 defines a
qualified facility as any facility owned
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by the taxpaye tha originally is placed
in servie after Decembe 31, 1993
(Decembe 31, 1992 in the ca® of a
facility using closed-lop biomas to
produ@ electricity) and before July 1,
1999.

Sectin 45(d)(2)(A requires the Sec-
retay to determire and publish in the
Federd Registe ead calenda yea the
inflation adjustmenfacta and the refer-
ence prices for the calenda yea. The
inflation adjustmenfacta ard the refer-
ene prices for the 1997 calenda year
were publishal in the Federh Register
on April 22, 1977 (62 Fed Reg.
19657).

Sectim 45(d)(2)(B defines the infla-
tion adjustmeh factar for a calendar
yea as the fraction the numerato of
which is the GDP implicit price deflator
for the precedig calenda yea ard the
denominato of which is the GDP im-
plicit price deflata for the calenda year
1992 The term “GDP implicit price
deflata” mears the mog recern revision
of the implicit price deflata for the
gross domestt produd as computel and
publishal by the Departmeh of Com-
mer@ before March 15 of the calendar
yed.

Section 45(d)(2)(Q provides tha the
referene price is the Secretaris dete-
mination of the annu#& averag contract
price pe kilowatt hou of electricity
generatd from the same qualified en-
ergy resoure and sold in the previous
yea in the United States Only contracts
enterel into after Decembe 31, 1989,
are taken into account.

INFLATION ADJUSTMENT FACTOR
AND REFERENE PRICES

The inflation adjustmehn factar for
calenda yea 1997 is 1.0970 The refer-
enc prices for calenda yea 1997 are
6.4 cens pe kilowatt-hou for facilities
producirg electricity from wind enegy
resource and O cens pe kilowatt-hour
for facilities producirg electricity from
closed-lop biomas enggy resources.
The referene price for electricity pro-
ducal from closed-lop biomass as de-
fined in § 45(c)(2) is base on a dete-
mination unde 8§ 45(d)(2)(Q tha in
calenda yea 19% there were no sales
of electricity generatd from closed-loop
biomas enegy resource unde con-
tracks enterel into after Decembe 31,
1989.



PHASE-OUO CALCULATION

Becaus the 1997 referene prices for
eledricity produwced from wind and
closed-lop biomas enagy resourcs do
not exceel 8 cens pe kilowatt hour
multiplied by the inflation adjustment
factar, the phaseou of the credt pro-
vided in § 45(b)(1) does nat apply to
electricity producel from wind or
closed-lop biomas enegy resources
sold during calenda yea 1997.

CREDIT AMOUNT

As requira by § 45(b)(2) the 1.5¢
amourt in 8 45(a)() is adjuste by
multiplying sucdh amoun by the inflation
adjustmen factar for the calenda year
in which the sak occurs If any amount
as increasd unde the precedig sen-
tene is not a multiple of 0.1¢, such
amoun is roundel to the neares mul-
tiple of 0.1¢ Unde the calculation
requirel by § 45(b)(2) the renewable

electricity production credt for calendar
yea 1997 is 1.6¢ pe kilowatt hou on
the sak of electricity producel from
closed-lop biomas armd wind enegy
resources.

DRAFTING INFORMATION CONTACT

The principd autha of this notice is
David A. Selig of the Office of Assistant
Chief Counsé (Passthrough ard Spe-
cia Industries) For further information
regardirg this notice conta¢ Mr. Selig
on (202 622-304 (nat a toll-free call).




