
Renewable Electricity
Production Credit, Publication of
Inflation Adjustment Factor and
Reference Prices for Calendar
Year 1999

Notice 99–26

This notice publishes the inflation ad-
justment factor and reference prices for
calendar year 1999 for the renewable
electricity production credit under § 45(a)
of the Internal Revenue Code.  The 1999
inflation adjustment factor and reference
prices are used in determining the avail-
ability of the credit.  The 1999 inflation
adjustment factor and reference prices
apply to calendar year 1999 sales of kilo-
watt-hours of electricity produced in the
United States or a possession thereof from
qualified energy resources.

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 taxpayer and sold to an unrelated per-
son during the tax year.  This electricity
must be produced from qualified energy
resources and at a qualified facility dur-
ing 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 adjusted by multiplying the amount
by the inflation adjustment factor for the
calendar year in which the sale occurs.

Section 45(c)(1) defines qualified en-
ergy resources as wind and closed-loop
biomass.  Section 45(c)(3) defines a qual-
ified 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 electric-
ity), and before July 1, 1999.

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 1999 calendar year were published
in the Federal Register on May 3, 1999,
(84 Fed. Reg. 23729).

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 1999 is 1.1269.  The reference
prices for calendar year 1998 are 4.836
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 energy resources.
The reference price for electricity pro-
duced from closed-loop biomass, as de-
fined in § 45(c)(2), is based on a determi-
nation under § 45(d)(2)(C) that in
calendar year 1998 there were no sales of
electricity generated from closed-loop
biomass energy resources under contracts
entered into after December 31, 1989.  

PHASE-OUT CALCULATION

Because the 1999 reference prices for
electricity produced from wind and
closed-loop biomass energy resources do
not exceed 8 cents per kilowatt hour mul-

tiplied by the inflation adjustment factor,
the phaseout of the credit provided in §
45(b)(1) does not apply to electricity pro-
duced from wind or closed-loop biomass
energy resources sold during calendar
year 1999.  

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 1999 is
1.7¢ per kilowatt hour on the sale of elec-
tricity produced from closed-loop bio-
mass and wind energy resources.

DRAFTING INFORMATION
CONTACT

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