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EDERAL RECEIPTS

ovide tax credit for purchase of certain hybrid
fuel cell vehicles.—Under current law, a 10-per-
tax credit up to a maximum of $4,000 is provided
. t\e cost of a qualified electric vehicle. The figl
upy, of the credit is available for purchases pfior

3 pul’ch 3
ter Dece

vies, fuel cells)
airent, the originy] use of which
taxpayer, and that ¥ acquired fo
and not for resale. El&tric vehigles and hybrid vehicles
(those that have more\thanfne source of power on
“hoard the vehicle) have potential to reduce petro-
Jeurn consumption, air pMlution and greenhouse gas
emissions. To encoura & purchase of such vehicles,
‘the Administration i oposypg the following tax cred-
its: (1) A credit ofglp 3000 would be provided
for the purchase gf qualified hgbrid vehicles after De-
cember 31, 200, banuary 1, 2009. The
amount of the/

the vehicl#s fuel economy exceeds thy
city fuelfeconomy. (2) A credit of upWfo $8,000 would
be profided for the purchase of new qlalified fuel cell
des after December 31, 2004 and Refore January

Exceeded the 2000 model year city fuel econ®
ing a maximum credit of $8,000 if the vehicle achieved
at least 300 percent of the 2000 model year city fuel
economy.

Provide tax credit for combined heat ang power
property.—Combined heat and power (CHPY systems
are used to produce electricity (and/orgmechanical
and usable thermal energy fropg#a single pri-
ergy source. Depreciation allg®ances for CHP

. Facity. No income

that is otherwisdy 4
more conventional 1 ghd achieve a greater level
# thereby lessening the con-
sumption of primary i8ggl fuels, lowering total energy
costs, and reducing caghyn emissions. To encourage in-
creased energy efficjf by accelerating planned in-
vestments and indyf N

systems, the Adrgni b is proposing a 10-percent
' ] CHP systems with an
ity in excess §f 50 kilowatts or with
produce mechankal power in excess of

N, combination of elec-

energy and at least 20 percent of its t¥ al useful energy
in the form of electrical or mechanical power (or a com-

an energy-efficiency standard. For CHP syste .
sFhatts (or
#7,000 horse-

70 percent. Forlg
ciency would have

cost recovery periods oles
eligible for the credit, pro#

covery period). Thg al
an energy creditgfnder the investment cRdit component
of the generalgbusiness credit, and-cou not be used
in conjunctighl with any other credit for the same equip-
ment, wofld apply to investments in CHP property
placed M service after December 31, 2004 and before
January 1, 2010.

(and thus depreciateg .

Restructure Assistance to New York City

Provide tax incentives for transportation infra-
structure—The Administration proposes to restructure
the tax benefits for New York recovery that were en-
acted in 2002. Some of the tax benefits that were pro-
vided to New York following the attacks of September
11, 2001, likely will not be usable in the form in which
they were originally provided. As such, the Administra-
tion proposed in the Mid-Session Review of the 2005
Budget to sunset certain existing New York Liberty
Zone tax benefits and in their place provide tax credits
to New York State and New York City for expenditures
incurred in building or improving transportation infra-
structure in or connecting with the New York Liberty
Zone. The tax credit would be available as of the date
of enactment, subject to an annual limit of $200 million
($2 billion in total over 10 years), evenly divided be-
tween the State and the City. Any unused credit limit
in a given year would be added to the $200 million

. allowable in the following year, including years beyond

the 10-year period of the credit. Similarly, expenditures
that could not be credited in a given year because of
the credit limit would be carried forward and used
against the next year’s limitation. The credit would be
allowed against any payments (e.g., income tax with-
holding) made by the City and State under any provi-
sion of the Internal Revenue Code, other than Social
Security and Medicare payroll taxes and excise taxes.
The Secretary of the Treasury may prescribe such rules
as are necessary to ensure that the expenditures are
made for the intended purpose.

Repeal certain New York City Liberty Zone in-
centives—The Administration proposes to terminate
the following tax incentives provided to qualified prop-
erty within the New York Liberty Zone under the 2002
economic stimulus act: (1) the additional first-year de-
preciation deduction; (2) the five-year recovery period
for leasehold improvement property; (3) increased ex-
pensing for small businesses; and (4) the extended re-



