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BACKGROUND

Section 45(a) provides that the renew-
able electricity production credit for any tax
year is an amount equal to the product of
1.5 cents multiplied by the kilowatt-hours
of specified electricity produced by the tax-
payer and sold to an unrelated person dur-
ing the tax year.  This electricity must be
produced from qualified energy resources
and at a qualified facility during the 10-year
period beginning on the date the facility
was originally placed in service.

Section 45(b)(1) provides that the
amount of the credit determined under 
§ 45(a) is reduced by an amount that bears
the same ratio to the amount of the credit as
(A) the amount by which the reference
price for the calendar year in which the sale
occurs exceeds 8 cents bears to (B) 3 cents.
Under § 45(b)(2), the 1.5 cents in § 45(a)
and the 8 cents in § 45(b)(1) are each ad-
justed by multiplying the amount by the in-
flation adjustment factor for the calendar
year in which the sale occurs.

Section 45(c)(1) defines qualified energy
resources as wind,  closed-loop biomass,
and poultry waste.  Section 45(c)(3) defines
a qualified facility as any facility owned by
the taxpayer that originally is placed in ser-
vice after December 31, 1993 (December
31, 1992, in the case of a facility using
closed-loop biomass to produce electricity
and December 31, 1999, in the case of a fa-
cility using poultry waste to produce elec-
tricity), and before January 1, 2002.  See 
§ 45(d)(7) for rules relating to the inapplic-
ability of the credit to electricity sold to
utilities under certain contracts.

Section 45(d)(2)(A) requires the Secre-
tary to determine and publish in the Fed-
eral Register each calendar year the infla-
tion adjustment factor and the reference
prices for the calendar year.  The inflation
adjustment factor and the reference prices
for the 2000 calendar year were published
in the Federal Register on August 29,
2000, (168 Fed. Reg. 52474).

Section 45(d)(2)(B) defines the infla-
tion adjustment factor for a calendar year
as the fraction the numerator of which is
the GDP implicit price deflator for the
preceding calendar year and the denomi-
nator of which is the GDP implicit price
deflator for the calendar year 1992.  The
term “GDP implicit price deflator” means
the most recent revision of the implicit
price deflator for the gross domestic prod-
uct as computed and published by the De-

partment of Commerce before March 15
of the calendar year.

Section 45(d)(2)(C) provides that the
reference price is the Secretary’s determi-
nation of the annual average contract
price per kilowatt hour of electricity gen-
erated from the same qualified energy re-
source and sold in the previous year in the
United States.  Only contracts entered
into after December 31, 1989, are taken
into account.

INFLATION ADJUSTMENT FACTOR
AND REFERENCE PRICES

The inflation adjustment factor for cal-
endar year 2000 is 1.1382.  The reference
prices for calendar year 2000 are 4.95
cents per kilowatt-hour for facilities pro-
ducing electricity from wind energy re-
sources and 0 cents per kilowatt-hour for
facilities producing electricity from
closed-loop biomass and poultry waste
energy resources. 

PHASE-OUT CALCULATION

Because the 2000 reference prices for
electricity produced from wind, closed-
loop biomass, and poultry waste energy
resources do not exceed 8 cents per kilo-
watt hour multiplied by the inflation ad-
justment factor, the phaseout of the credit
provided in § 45(b)(1) does not apply to
electricity produced from wind,  closed-
loop biomass, or poultry waste energy re-
sources sold during calendar year 2000.  

CREDIT AMOUNT

As required by § 45(b)(2), the 1.5¢
amount in § 45(a)(1) is adjusted by multi-
plying such amount by the inflation ad-
justment factor for the calendar year in
which the sale occurs.  If any amount as
increased under the preceding sentence is
not a multiple of 0.1¢, such amount is
rounded to the nearest multiple of 0.1¢.
Under the calculation required by 
§ 45(b)(2), the renewable electricity pro-
duction credit for calendar year 2000 is
1.7¢ per kilowatt hour on the sale of elec-
tricity produced from wind energy,
closed-loop bionass, and poultry waste re-
sources.

DRAFTING INFORMATION
CONTACT

The principal author of this notice is
David A. Selig of the Office of Associate

Chief Counsel (Passthroughs and Special
Industries).  For further information re-
garding this notice contact Mr. Selig at
(202) 622-3040 (not a toll-free call).

SRLY Election

Notice 2000–53

This notice announces that the Treasury
Department and the Internal Revenue Ser-
vice intend to issue regulations permit-
ting certain taxpayers to elect not to apply
certain provisions of Treas.  Reg. 
§§ 1.1502–15, – 21, and – 22 issued on
June 25, 1999, and published in the Fed-
eral Register on July 2, 1999 (64 F.R.
36091).  The notice also provides taxpay-
ers a mechanism for making the election
before the regulations are issued.

Treasury  Regulations  §§ 1.1502–15, 
–21, and –22  provide rules for computing
the limitation with respect to separate re-
turn limitation year (SRLY) losses, and the
carryover or carryback of losses to consol-
idated and separate return years.  In 
§§ 1.1502–15(g), –21(g), and –22(g), the
“overlap rule” eliminates the application
of the SRLY rules in certain circumstances
in which the rules of §§ 382 or 383 of the
Internal Revenue Code also apply.  The
overlap rule, and consequently the elimi-
nation of the SRLY rules, is effective for
tax years for which the due date of the re-
turn is after June 25, 1999.  The elimina-
tion of SRLY could increase the amount of
net operating loss carryovers that a consol-
idated group could absorb.

Treasury and the Service have been
made aware that the application of the
overlap rule has resulted in adverse tax
consequences with respect to certain ac-
quisitions of corporations from consoli-
dated groups that occurred during a tax-
able year of the consolidated group to
which the June 1999 regulations applied
but prior to the actual issuance of those
regulations (the “interim period”).  Trea-
sury and the Service believe that certain
of these adverse tax consequences are in-
appropriate.

Accordingly, this notice announces that
Treasury and the Service intend to issue
regulations that provide an election to
allow a corporation that ceased to be a
member of a consolidated group as a re-
sult of a qualified stock purchase (as de-
fined in § 338(d)(3)) in the interim period



(the “departing member”) to avoid the 
application of the overlap rule of 
§§ 1.1502–15(g), –21(g), and –22(g)
while it was in the former group. The
election will be available to a departing
member of a consolidated group that
would otherwise be affected by the appli-
cation of the overlap rule and that ceased
to be a member of the consolidated group
before June 26, 1999, or pursuant to a
binding contract that was in effect before
June 26, 1999.

The election will allow a departing
member to determine the amount of its net
operating loss and capital loss carryovers
(including the amount of net operating
loss carryovers treated as arising under 
§ 1.1502–15(a)) to taxable years begin-
ning after it ceases to be a member of the

group by treating §§ 1.1502–15(g),
–21(g), and –22 (g) as not applying with
respect to that corporation (or to a sub-
group in which it was included) while it
was a member of the group.  The election
will be made solely by the departing mem-
ber (or, under § 1.1502–77, its new com-
mon parent if it joins another consolidated
group).  The election will not require any
action by the departing member’s former
consolidated group and will have no effect
on the consolidated return filed by that
group for the taxable year for which the
due date of the return was after June 25,
1999, or any subsequent taxable year.

To make the election under this notice,
a corporation must write “Election Pur-
suant to Notice 2000–53” across the top
of page 1 of its original or amended tax

return for the first taxable year (whether
separate or consolidated) after it ceases to
be a member of the group and file the re-
turn in accordance with the election as if 
§§ 1.1502–15(g), –21(g), and –22(g) did
not apply while it was a member of the
former group.

Treasury and the Service intend to
amend the regulations under § 1502 to in-
corporate the guidance set forth in this no-
tice.  Until the regulations are amended,
taxpayers may rely on the guidance set
forth in this notice.

For further information regarding this
notice contact David Kessler or Christo-
pher M. Bass of the Office of Associate
Chief Counsel (Corporate) at (202) 622-
7770 (not a toll-free call).
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