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in Nepal, Burmese in Thailand, and So-
malians and Sudanese in Kenya. 

Sadly, the number of warehoused ref-
ugees may soon increase as violent 
conflicts continue around the world. 
According to the recently published 
2005 World Refugee Survey, the total 
number of refugees and asylum seekers 
worldwide exceeds 11 million, and 21 
million more are internally displaced. 
As these shameful statistics dem-
onstrate, there is far more the world 
community can do to ease their plight. 

The resolution we are offering de-
nounces the practice of warehousing 
refugees and urges all nations to grant 
them their basic rights under the Ref-
ugee Convention of 1951. Refugee camps 
are often created quickly to address a 
crisis. But the solution creates a great-
er problem, if temporary camps are al-
lowed to become long-term places of 
confinement. 

Under the 1951 Convention, refugees 
have the right to earn a livelihood, to 
have a job and earn wages, to practice 
a profession, to own property, and to 
have freedom of movement and resi-
dence. Warehoused refugees can do 
none of these things. Unable to work, 
travel, own property or obtain an edu-
cation, they live unlived lives, without 
the basic freedoms they are entitled to 
have under the 1951 Convention. 

This resolution denounces the prac-
tice of warehousing refugees and calls 
for conditions that enable refugees to 
exercise their rights. It encourages 
donor countries, including the United 
States, to increase their assistance to 
host countries that allow refugees to 
live and work among the local popu-
lation. 

It urges the Secretary of State and 
the United Nations High Commissioner 
for Refugees to adopt models of refugee 
assistance that achieve the rights rec-
ognized in the Refugee Convention. It 
also encourages all nations to ratify 
the Convention, and without reserva-
tions, and to enact legislation and poli-
cies that protect human rights and end 
the denial of these rights to any refu-
gees. 

The U.S. must strengthen our own 
commitment and work with other 
countries to solve this problem. 

As a number of authorities have 
pointed out, we may well have to face 
an urgent aspect of the issue ourselves 
if conditions in Iraq continue to dete-
riorate and significant numbers of 
Iraqis are free to become refugees be-
cause of their ties to us. 

Over 130 international organizations 
support the end of warehousing, includ-
ing more than 25 agencies based in the 
United States. Nobel Laureates have 
condemned this practice, including 
Archbishop Desmond Tutu of South Af-
rica, and so has the Vatican. 

We must find long-term solutions and 
alternatives to this abominable prac-
tice. It is a gross violation of both ref-
ugee rights and human rights. It is 
wrong to squander the immense human 
potential and condemn human refugees 
to live in despair and isolation for un-
acceptable lengths of time. 

Refugees around the world depend on 
us to hear their pleas and respond to 
the assistance they so desperately need 
and deserve. We must do all we can to 
protect the rights and dignity of refu-
gees everywhere. 

I look forward to working with our 
colleagues on both sides of the aisle, as 
well as in the international commu-
nity, to pass this important resolution 
and take steps toward implementing 
its provisions and achieving its objec-
tives. 

f 

SENATE RESOLUTION 178—EX-
PRESSING THE SENSE OF THE 
SENATE REGARDING THE 
UNITED STATES-EUROPEAN 
UNION SUMMIT 

Mr. BENNETT (for himself and Mr. 
LUGAR) submitted the following resolu-
tion; which was considered and agreed 
to: 

S. RES. 178 

Whereas over the past 55 years the United 
States and the European Union have built a 
strong transatlantic partnership based upon 
the common values of freedom, democracy, 
rule of law, human rights, security, and eco-
nomic development; 

Whereas working together to promote 
these values globally will serve the mutual 
political, economic, and security interests of 
the United States and the European Union; 

Whereas cooperation between the United 
States and the European Union on global se-
curity issues such as terrorism, the Middle 
East peace process, the proliferation of weap-
ons of mass destruction, ballistic missile 
technology, and the nuclear activities of 
rogue nations is important for promoting 
international peace and security; 

Whereas the common efforts of the United 
States and the European Union have sup-
ported freedom in countries such as Leb-
anon, Ukraine, Kyrgyzstan, Georgia, 
Moldova, Belarus, and Uzbekistan; 

Whereas through coordination and co-
operation during emergencies such as the 
2004 Indian Ocean tsunami disaster, the 
AIDS pandemic in Africa, and the ongoing 
situation in Darfur, the United States and 
the European Union have mitigated the ef-
fects of humanitarian disasters across the 
globe; 

Whereas economic cooperation such as re-
moving impediments to transatlantic trade 
and investment, expanding regulatory dia-
logues and exchanges, integrating capitol 
markets, and ensuring the safe and secure 
movement of people and goods across the At-
lantic will increase prosperity and strength-
en the partnership between the United 
States and the European Union; and 

Whereas although disagreements between 
the United States and the European Union 
have existed on a variety of issues, the trans-
atlantic relationship remains strong and 
continues to improve: Now, therefore, be it 

Resolved, That the Senate— 
(1) welcomes the leadership of the Euro-

pean Union to the 2005 United States-Euro-
pean Union Summit to be held in Wash-
ington, DC, on June 20, 2005; 

(2) highlights the importance of the United 
States and the European Union working to-
gether to address global challenges; 

(3) recommends— 
(A) expanded political dialogue between 

Congress and the European Parliament; and 
(B) that the 2005 United States-European 

Union Summit focus on both short and long- 
term measures that will allow for vigorous 

and active expansion of the transatlantic re-
lationship; 

(4) encourages— 
(A) the adoption of practical measures to 

expand the United States-European Union 
economic relationship by reducing obstacles 
that inhibit economic integration; and 

(B) encourages continued strong and ex-
panded cooperation between Congress and 
the European Parliament on global security 
issues. 

f 

AMENDMENTS SUBMITTED AND 
PROPOSED 

SA 797. Mrs. FEINSTEIN (for herself, Ms. 
SNOWE, Ms. CANTWELL, Mr. JEFFORDS, Mr. 
CORZINE, Mr. SCHUMER, Ms. COLLINS, Mr. 
REED, Mr. DURBIN, and Mrs. MURRAY) sub-
mitted an amendment intended to be pro-
posed by her to the bill H.R. 6, Reserved; 
which was ordered to lie on the table. 

SA 798. Mr. PRYOR submitted an amend-
ment intended to be proposed by him to the 
bill H.R. 6, supra; which was ordered to lie on 
the table. 

SA 799. Mr. VOINOVICH (for himself, Mr. 
CARPER, and Mrs. FEINSTEIN) proposed an 
amendment to the bill H.R. 6, supra. 

SA 800. Mr. GRASSLEY (for himself and 
Mr. BAUCUS) submitted an amendment in-
tended to be proposed by him to the bill H.R. 
6, supra. 

SA 801. Mrs. LINCOLN submitted an 
amendment intended to be proposed to 
amendment SA 800 submitted by Mr. GRASS-
LEY (for himself and Mr. BAUCUS) to the bill 
H.R. 6, supra; which was ordered to lie on the 
table. 

SA 802. Mr. VITTER submitted an amend-
ment intended to be proposed by him to the 
bill H.R. 6, supra; which was ordered to lie on 
the table. 

SA 803. Mr. VITTER submitted an amend-
ment intended to be proposed by him to the 
bill H.R. 6, supra; which was ordered to lie on 
the table. 

SA 804. Mr. VITTER submitted an amend-
ment intended to be proposed by him to the 
bill H.R. 6, supra; which was ordered to lie on 
the table. 

SA 805. Mr. SCHUMER proposed an amend-
ment to the bill H.R. 6 supra. 

SA 806. Mrs. HUTCHISON submitted an 
amendment intended to be proposed by her 
to the bill H.R. 6, supra; which was ordered 
to lie on the table. 

SA 807. Mr. OBAMA submitted an amend-
ment intended to be proposed by him to the 
bill H.R. 6, supra; which was ordered to lie on 
the table. 

SA 808. Mr. OBAMA (for himself and Mr. 
LUGAR) submitted an amendment intended 
to be proposed by him to the bill H.R. 6, 
supra; which was ordered to lie on the table. 

f 

TEXT OF AMENDMENTS 

SA 797. Mrs. FEINSTEIN (for herself, 
Ms. SNOWE, Ms. CANTWELL, Mr. JEF-
FORDS, Mr. CORZINE, Mr. SCHUMER, Ms. 
COLLINS, Mr. REED, Mr. DURBIN, and 
Mrs. MURRAY) submitted an amend-
ment intended to be proposed by her to 
the bill H.R. 6, Reserved; which was or-
dered to lie on the table; as follows: 

On page 424, line 9, strike ‘‘SEC. 711’’ and 
insert the following: 
SEC. 711. SHORT TITLE. 

This subtitle may be cited as the ‘‘Auto-
mobile Fuel Economy Act of 2005’’. 
SEC. 712. INCREASED AVERAGE FUEL ECONOMY 

STANDARD FOR LIGHT TRUCKS. 
(a) DEFINITION OF LIGHT TRUCK.—Section 

32901(a) of title 49, United States Code, is 
amended— 
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(1) in each of paragraphs (1) through (14), 

by striking the period at the end and insert-
ing a semicolon; 

(2) in paragraph (15), by striking the period 
at the end and inserting ‘‘; and’’; 

(3) by redesignating paragraphs (12) 
through (16) as paragraphs (13) through (17), 
respectively; and 

(4) by inserting after paragraph (11) the fol-
lowing: 

‘‘(12) ‘light truck’ has the meaning given 
that term in regulations prescribed by the 
Secretary of Transportation in the adminis-
tration of this chapter;’’. 

(b) REQUIREMENT FOR INCREASED STAND-
ARD.—Section 32902(a) of title 49, United 
States Code, is amended— 

(1) by inserting ‘‘(1)’’ after ‘‘AUTO-
MOBILES.—’’; 

(2) by striking ‘‘The Secretary’’ and insert-
ing ‘‘Subject to paragraph (2), the Sec-
retary’’; and 

(3) by adding at the end the following: 
‘‘(2) The average fuel economy standard for 

light trucks manufactured by a manufac-
turer may not be less than— 

‘‘(A) 23.5 miles per gallon for model year 
2008; 

‘‘(B) 24.8 miles per gallon for model year 
2009; 

‘‘(C) 26.1 miles per gallon for model year 
2010; and 

‘‘(D) 27.5 miles per gallon for model year 
2011 and each model year thereafter.’’. 

(c) APPLICABILITY.—Section 32902(a)(2) of 
title 49, United States Code, as added by sub-
section (b)(3), shall not apply with respect to 
light trucks manufactured before model year 
2008. 
SEC. 713. FUEL ECONOMY STANDARDS FOR AUTO-

MOBILES UP TO 10,000 POUNDS 
GROSS VEHICLE WEIGHT. 

(a) VEHICLES DEFINED AS AUTOMOBILES.— 
Section 32901(a)(3) of title 49, United States 
Code, is amended by striking ‘‘rated at—’’ 
and all that follows and inserting ‘‘rated at 
not more than 10,000 pounds gross vehicle 
weight.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by subsection (a) shall take effect on 
January 1, 2011. 
SEC. 714. FUEL ECONOMY OF THE FEDERAL 

FLEET OF VEHICLES. 
(a) DEFINITIONS.—In this section— 
(1) the term ‘‘class of vehicles’’ means a 

class of vehicles for which an average fuel 
economy standard is in effect under chapter 
329 of title 49, United States Code; 

(2) the term ‘‘executive agency’’ has the 
meaning given the term in section 4(1) of the 
Office of Federal Procurement Policy Act (41 
U.S.C. 403(1)); and 

(3) the term ‘‘new vehicle’’, with respect to 
the fleet of vehicles of an executive agency, 
means a vehicle procured by or for the agen-
cy after September 30, 2007. 

(b) BASELINE AVERAGE FUEL ECONOMY.— 
The head of each executive agency shall de-
termine the average fuel economy for all of 
the vehicles in each class of vehicles in the 
agency’s fleet of vehicles in fiscal year 2006. 

(c) INCREASE OF AVERAGE FUEL ECONOMY.— 
The head of each executive agency shall 
manage the procurement of vehicles in each 
class of vehicles for that agency to ensure 
that— 

(1) not later than September 30, 2008, the 
average fuel economy of the new vehicles in 
the agency’s fleet of vehicles in each class of 
vehicles is not less than 3 miles per gallon 
higher than the baseline average fuel econ-
omy determined for that class; and 

(2) not later than September 30, 2011, the 
average fuel economy of the new vehicles in 
the agency’s fleet of vehicles in each class of 
vehicles is not less than 6 miles per gallon 
higher than the baseline average fuel econ-
omy determined for that class. 

(d) CALCULATION OF AVERAGE FUEL ECON-
OMY.—For purposes of this section— 

(1) average fuel economy shall be cal-
culated in accordance with guidance pre-
scribed by the Secretary of Transportation 
for the implementation of this section; and 

(2) average fuel economy calculated under 
subsection (b) for an agency’s vehicles in a 
class of vehicles shall be the baseline aver-
age fuel economy for the agency’s fleet of ve-
hicles in that class. 
SEC. 715. 

SA 798. Mr. PRYOR submitted an 
amendment intended to be proposed by 
him to the bill H.R. 6, Reserved; which 
was ordered to lie on the table; as fol-
lows: 

On page 755, after line 25, add the fol-
lowing: 
SEC. 13ll. ALTERNATIVE FUELS REPORTS. 

(a) IN GENERAL.—Not later than 1 year 
after the date of enactment of this Act, the 
Secretary shall submit to Congress reports 
on the potential for each of biodiesel and 
hythane to become major, sustainable, alter-
native fuels. 

(b) BIODIESEL REPORT.—The report relating 
to biodiesel submitted under subsection (a) 
shall— 

(1) provide a detailed assessment of— 
(A) potential biodiesel markets and manu-

facturing capacity; and 
(B) environmental and energy security 

benefits with respect to the use of biodiesel; 
(2) identify any impediments, especially in 

infrastructure needed for production, dis-
tribution, and storage, to biodiesel becoming 
a substantial source of fuel for conventional 
diesel and heating oil applications; 

(3) identify strategies to enhance the com-
mercial deployment of biodiesel; and 

(4) include an examination and rec-
ommendations, as appropriate, of the ways 
in which biodiesel may be modified to be a 
cleaner-burning fuel. 

(c) HYTHANE REPORT.—The report relating 
to hythane submitted under subsection (a) 
shall— 

(1) provide a detailed assessment of poten-
tial hythane markets and the research and 
development activities that are necessary to 
facilitate the commercialization of hythane 
as a competitive, environmentally-friendly 
transportation fuel; 

(2) address— 
(A) the infrastructure necessary to 

produce, blend, distribute, and store hythane 
for widespread commercial purposes; and 

(B) other potential market barriers to the 
commercialization of hythane; 

(3) examine the viability of producing hy-
drogen using energy-efficient, environ-
mentally friendly methods so that the hy-
drogen can be blended with natural gas to 
produce hythane; and 

(4) include an assessment of the modifica-
tions that would be required to convert com-
pressed natural gas vehicle engines to en-
gines that use hythane as fuel. 

(d) GRANTS FOR REPORT COMPLETION.—The 
Secretary may use such sums as are avail-
able to the Secretary to provide, to 1 or more 
colleges or universities selected by the Sec-
retary, grants for use in carrying out re-
search to assist the Secretary in preparing 
the reports required to be submitted under 
subsection (a). 

SA 799. Mr. VOINOVICH (for himself, 
Mr. CARPER, and Mrs. FEINSTEIN) pro-
posed an amendment to the bill H.R. 6, 
Reserved; as follows: 

On page 446, between lines 18 and 19, insert 
the following: 

Subtitle E—Diesel Emissions Reduction 
SEC. 741. DEFINITIONS. 

In this subtitle: 
(1) ADMINISTRATOR.—The term ‘‘Adminis-

trator’’ means the Administrator of the En-
vironmental Protection Agency. 

(2) CERTIFIED ENGINE CONFIGURATION.—The 
term ‘‘certified engine configuration’’ means 
a new, rebuilt, or remanufactured engine 
configuration— 

(A) that has been certified or verified by— 
(i) the Administrator; or 
(ii) the California Air Resources Board; 
(B) that meets or is rebuilt or remanufac-

tured to a more stringent set of engine emis-
sion standards, as determined by the Admin-
istrator; and 

(C) in the case of a certified engine con-
figuration involving the replacement of an 
existing engine or vehicle, an engine configu-
ration that replaced an engine that was— 

(i) removed from the vehicle; and 
(ii) returned to the supplier for remanufac-

turing to a more stringent set of engine 
emissions standards or for scrappage. 

(3) ELIGIBLE ENTITY.—The term ‘‘eligible 
entity’’ means— 

(A) a regional, State, local, or tribal agen-
cy with jurisdiction over transportation or 
air quality; and 

(B) a nonprofit organization or institution 
that— 

(i) represents organizations that own or op-
erate diesel fleets; or 

(ii) has, as its principal purpose, the pro-
motion of transportation or air quality. 

(4) EMERGING TECHNOLOGY.—The term 
‘‘emerging technology’’ means a technology 
that is not certified or verified by the Ad-
ministrator or the California Air Resources 
Board but for which an approvable applica-
tion and test plan has been submitted for 
verification to the Administrator or the 
California Air Resources Board. 

(5) HEAVY-DUTY TRUCK.—The term ‘‘heavy- 
duty truck’’ has the meaning given the term 
‘‘heavy duty vehicle’’ in section 202 of the 
Clean Air Act (42 U.S.C. 7521). 

(6) MEDIUM-DUTY TRUCK.—The term ‘‘me-
dium-duty truck’’ has such meaning as shall 
be determined by the Administrator, by reg-
ulation. 

(7) VERIFIED TECHNOLOGY.—The term 
‘‘verified technology’’ means a pollution con-
trol technology, including a retrofit tech-
nology, that has been verified by— 

(A) the Administrator; or 
(B) the California Air Resources Board. 

SEC. 742. NATIONAL GRANT AND LOAN PRO-
GRAMS. 

(a) IN GENERAL.—The Administrator shall 
use 70 percent of the funds made available to 
carry out this subtitle for each fiscal year to 
provide grants and low-cost revolving loans, 
as determined by the Administrator, on a 
competitive basis, to eligible entities to 
achieve significant reductions in diesel emis-
sions in terms of— 

(1) tons of pollution produced; and 
(2) diesel emissions exposure, particularly 

from fleets operating in areas designated by 
the Administrator as poor air quality areas. 

(b) DISTRIBUTION.— 
(1) IN GENERAL.—The Administrator shall 

distribute funds made available for a fiscal 
year under this subtitle in accordance with 
this section. 

(2) FLEETS.—The Administrator shall pro-
vide not less than 50 percent of funds avail-
able for a fiscal year under this section to el-
igible entities for the benefit of public fleets. 

(3) ENGINE CONFIGURATIONS AND TECH-
NOLOGIES.— 

(A) CERTIFIED ENGINE CONFIGURATIONS AND 
VERIFIED TECHNOLOGIES.—The Administrator 
shall provide not less than 90 percent of 
funds available for a fiscal year under this 
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section to eligible entities for projects 
using— 

(i) a certified engine configuration; or 
(ii) a verified technology. 
(B) EMERGING TECHNOLOGIES.— 
(i) IN GENERAL.—The Administrator shall 

provide not more than 10 percent of funds 
available for a fiscal year under this section 
to eligible entities for the development and 
commercialization of emerging technologies. 

(ii) APPLICATION AND TEST PLAN.—To re-
ceive funds under clause (i), a manufacturer, 
in consultation with an eligible entity, shall 
submit for verification to the Administrator 
or the California Air Resources Board a test 
plan for the emerging technology, together 
with the application under subsection (c). 

(c) APPLICATIONS.— 
(1) IN GENERAL.—To receive a grant or loan 

under this section, an eligible entity shall 
submit to the Administrator an application 
at a time, in a manner, and including such 
information as the Administrator may re-
quire. 

(2) INCLUSIONS.—An application under this 
subsection shall include— 

(A) a description of the air quality of the 
area served by the eligible entity; 

(B) the quantity of air pollution produced 
by the diesel fleet in the area served by the 
eligible entity; 

(C) a description of the project proposed by 
the eligible entity, including— 

(i) any certified engine configuration, 
verified technology, or emerging technology 
to be used by the eligible entity; and 

(ii) the means by which the project will 
achieve a significant reduction in diesel 
emissions; 

(D) an evaluation (using methodology ap-
proved by the Administrator or the National 
Academy of Sciences) of the quantifiable and 
unquantifiable benefits of the emissions re-
ductions of the proposed project; 

(E) an estimate of the cost of the proposed 
project; 

(F) a description of the age and expected 
lifetime control of the equipment used by 
the eligible entity; 

(G) a description of the diesel fuel avail-
able to the eligible entity, including the sul-
fur content of the fuel; and 

(H) provisions for the monitoring and 
verification of the project. 

(3) PRIORITY.—In providing a grant or loan 
under this section, the Administrator shall 
give priority to proposed projects that, as de-
termined by the Administrator— 

(A) maximize public health benefits; 
(B) are the most cost-effective; 
(C) serve areas— 
(i) with the highest population density; 
(ii) that are poor air quality areas, includ-

ing areas identified by the Administrator 
as— 

(I) in nonattainment or maintenance of na-
tional ambient air quality standards for a 
criteria pollutant; 

(II) Federal Class I areas; or 
(III) areas with toxic air pollutant con-

cerns; 
(iii) that receive a disproportionate quan-

tity of air pollution from a diesel fleet, in-
cluding ports, rail yards, and distribution 
centers; or 

(iv) that use a community-based multi-
stakeholder collaborative process to reduce 
toxic emissions; 

(D) include a certified engine configura-
tion, verified technology, or emerging tech-
nology that has a long expected useful life; 

(E) will maximize the useful life of any ret-
rofit technology used by the eligible entity; 
and 

(F) use diesel fuel with a sulfur content of 
less than or equal to 15 parts per million, as 
the Administrator determines to be appro-
priate. 

(d) USE OF FUNDS.— 
(1) IN GENERAL.—An eligible entity may use 

a grant or loan provided under this section 
to fund the costs of— 

(A) a retrofit technology (including any in-
cremental costs of a repowered or new diesel 
engine) that significantly reduces emissions 
through development and implementation of 
a certified engine configuration, verified 
technology, or emerging technology for— 

(i) a bus; 
(ii) a medium-duty truck or a heavy-duty 

truck; 
(iii) a marine engine; 
(iv) a locomotive; or 
(v) a nonroad engine or vehicle used in— 
(I) construction; 
(II) handling of cargo (including at a port 

or airport); 
(III) agriculture; 
(IV) mining; or 
(V) energy production; or 
(B) an idle-reduction program involving a 

vehicle or equipment described in subpara-
graph (A). 

(2) REGULATORY PROGRAMS.— 
(A) IN GENERAL.—Notwithstanding para-

graph (1), no grant or loan provided under 
this section shall be used to fund the costs of 
emissions reductions that are mandated 
under Federal, State or local law. 

(B) MANDATED.—For purposes of subpara-
graph (A), voluntary or elective emission re-
duction measures shall not be considered 
‘‘mandated’’, regardless of whether the re-
ductions are included in the State implemen-
tation plan of a State. 
SEC. 743. STATE GRANT AND LOAN PROGRAMS. 

(a) IN GENERAL.—Subject to the avail-
ability of adequate appropriations, the Ad-
ministrator shall use 30 percent of the funds 
made available for a fiscal year under this 
subtitle to support grant and loan programs 
administered by States that are designed to 
achieve significant reductions in diesel emis-
sions. 

(b) APPLICATIONS.—The Administrator 
shall— 

(1) provide to States guidance for use in ap-
plying for grant or loan funds under this sec-
tion, including information regarding— 

(A) the process and forms for applications; 
(B) permissible uses of funds received; and 
(C) the cost-effectiveness of various emis-

sion reduction technologies eligible to be 
carried out using funds provided under this 
section; and 

(2) establish, for applications described in 
paragraph (1)— 

(A) an annual deadline for submission of 
the applications; 

(B) a process by which the Administrator 
shall approve or disapprove each application; 
and 

(C) a streamlined process by which a State 
may renew an application described in para-
graph (1) for subsequent fiscal years. 

(c) ALLOCATION OF FUNDS.— 
(1) IN GENERAL.—For each fiscal year, the 

Administrator shall allocate among States 
for which applications are approved by the 
Administrator under subsection (b)(2)(B) 
funds made available to carry out this sec-
tion for the fiscal year. 

(2) ALLOCATION.—Using not more than 20 
percent of the funds made available to carry 
out this subtitle for a fiscal year, the Admin-
istrator shall provide to each State described 
in paragraph (1) for the fiscal year an alloca-
tion of funds that is equal to— 

(A) if each of the 50 States qualifies for an 
allocation, an amount equal to 2 percent of 
the funds made available to carry out this 
section; or 

(B) if fewer than 50 States qualifies for an 
allocation, an amount equal to the amount 
described in subparagraph (A), plus an addi-

tional amount equal to the product obtained 
by multiplying— 

(i) the proportion that— 
(I) the population of the State; bears to 
(II) the population of all States described 

in paragraph (1); by 
(ii) the amount of funds remaining after 

each State described in paragraph (1) re-
ceives the 2-percent allocation under this 
paragraph. 

(3) STATE MATCHING INCENTIVE.— 
(A) IN GENERAL.—If a State agrees to 

match the allocation provided to the State 
under paragraph (2) for a fiscal year, the Ad-
ministrator shall provide to the State for the 
fiscal year an additional amount equal to 50 
percent of the allocation of the State under 
paragraph (2). 

(B) REQUIREMENTS.—A State— 
(i) may not use funds received under this 

subtitle to pay a matching share required 
under this subsection; and 

(ii) shall not be required to provide a 
matching share for any additional amount 
received under subparagraph (A). 

(4) UNCLAIMED FUNDS.—Any funds that are 
not claimed by a State for a fiscal year 
under this subsection shall be used to carry 
out section 742. 

(d) ADMINISTRATION.— 
(1) IN GENERAL.—Subject to paragraphs (2) 

and (3) and, to the extent practicable, the 
priority areas listed in section 742(c)(3), a 
State shall use any funds provided under this 
section to develop and implement such grant 
and low-cost revolving loan programs in the 
State as are appropriate to meet State needs 
and goals relating to the reduction of diesel 
emissions. 

(2) APPORTIONMENT OF FUNDS.—The Gov-
ernor of a State that receives funding under 
this section may determine the portion of 
funds to be provided as grants or loans. 

(3) USE OF FUNDS.—A grant or loan pro-
vided under this section may be used for a 
project relating to— 

(A) a certified engine configuration; or 
(B) a verified technology. 

SEC. 744. EVALUATION AND REPORT. 
(a) IN GENERAL.—Not later than 2 years 

after the date of enactment of this Act, and 
biennially thereafter, the Administrator 
shall submit to Congress a report evaluating 
the implementation of the programs under 
this subtitle. 

(b) INCLUSIONS.—The report shall include a 
description of— 

(1) the total number of grant applications 
received; 

(2) each grant or loan made under this sub-
title, including the amount of the grant or 
loan; 

(3) each project for which a grant or loan is 
provided under this subtitle, including the 
criteria used to select the grant or loan re-
cipients; 

(4) the estimated air quality benefits, cost- 
effectiveness, and cost-benefits of the grant 
and loan programs under this subtitle; 

(5) the problems encountered by projects 
for which a grant or loan is provided under 
this subtitle; and 

(6) any other information the Adminis-
trator considers to be appropriate. 
SEC. 745. OUTREACH AND INCENTIVES. 

(a) DEFINITION OF ELIGIBLE TECHNOLOGY.— 
In this section, the term ‘‘eligible tech-
nology’’ means— 

(1) a verified technology; or 
(2) an emerging technology. 
(b) TECHNOLOGY TRANSFER PROGRAM.— 
(1) IN GENERAL.—The Administrator shall 

establish a program under which the Admin-
istrator— 

(A) informs stakeholders of the benefits of 
eligible technologies; and 

(B) develops nonfinancial incentives to 
promote the use of eligible technologies. 
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(2) ELIGIBLE STAKEHOLDERS.—Eligible 

stakeholders under this section include— 
(A) equipment owners and operators; 
(B) emission control technology manufac-

turers; 
(C) engine and equipment manufacturers; 
(D) State and local officials responsible for 

air quality management; 
(E) community organizations; and 
(F) public health and environmental orga-

nizations. 
(c) STATE IMPLEMENTATION PLANS.—The 

Administrator shall develop appropriate 
guidance to provide credit to a State for 
emission reductions in the State created by 
the use of eligible technologies through a 
State implementation plan under section 110 
of the Clean Air Act (42 U.S.C. 7410). 

(d) INTERNATIONAL MARKETS.—The Admin-
istrator, in coordination with the Depart-
ment of Commerce and industry stake-
holders, shall inform foreign countries with 
air quality problems of the potential of tech-
nology developed or used in the United 
States to provide emission reductions in 
those countries. 
SEC. 746. EFFECT OF SUBTITLE. 

Nothing in this subtitle affects any author-
ity under the Clean Air Act (42 U.S.C. 7401 et 
seq.) in existence on the day before the date 
of enactment of this Act. 
SEC. 747. AUTHORIZATION OF APPROPRIATIONS. 

There is authorized to be appropriated to 
carry out this subtitle $200,000,000 for each of 
fiscal years 2006 through 2010, to remain 
available until expended. 

SA 800. Mr. GRASSLEY (for himself 
and Mr. BAUCUS) submitted an amend-
ment intended to be proposed by him 
to the bill H.R. 6, Reserved; as follows: 

At the end add the following: 
TITLE XV—ENERGY POLICY TAX 

INCENTIVES 
SEC. 1500. SHORT TITLE; AMENDMENT OF 1986 

CODE; TABLE OF CONTENTS. 
(a) SHORT TITLE.—This title may be cited 

as the ‘‘Energy Policy Tax Incentives Act of 
2005’’. 

(b) AMENDMENT OF 1986 CODE.—Except as 
otherwise expressly provided, whenever in 
this title an amendment or repeal is ex-
pressed in terms of an amendment to, or re-
peal of, a section or other provision, the ref-
erence shall be considered to be made to a 
section or other provision of the Internal 
Revenue Code of 1986. 

(c) TABLE OF CONTENTS.—The table of con-
tents for this title is as follows: 

TITLE XV—ENERGY POLICY TAX 
INCENTIVES 

Sec. 1500. Short title; amendment of 1986 
Code; table of contents. 

Subtitle A—Electricity Infrastructure 
Sec. 1501. Extension and modification of re-

newable electricity production 
credit. 

Sec. 1502. Clean renewable energy bonds. 
Sec. 1503. Treatment of income of certain 

electric cooperatives. 
Sec. 1504. Dispositions of transmission prop-

erty to implement FERC re-
structuring policy. 

Sec. 1505. Credit for production from ad-
vanced nuclear power facilities. 

Sec. 1506. Credit for investment in clean 
coal facilities. 

Sec. 1507. Clean energy coal bonds. 
Subtitle B—Domestic Fossil Fuel Security 

Sec. 1511. Credit for investment in clean 
coke/cogeneration manufac-
turing facilities. 

Sec. 1512. Temporary expensing for equip-
ment used in refining of liquid 
fuels. 

Sec. 1513. Pass through to patrons of deduc-
tion for capital costs incurred 
by small refiner cooperatives in 
complying with Environmental 
Protection Agency sulfur regu-
lations . 

Sec. 1514. Modifications to enhanced oil re-
covery credit. 

Sec. 1515. Natural gas distribution lines 
treated as 15-year property. 

Subtitle C—Conservation and Energy 
Efficiency Provisions 

Sec. 1521. Energy efficient commercial 
buildings deduction. 

Sec. 1522. Credit for construction of new en-
ergy efficient homes. 

Sec. 1523. Deduction for business energy 
property. 

Sec. 1524. Credit for certain nonbusiness en-
ergy property. 

Sec. 1525. Energy credit for combined heat 
and power system property. 

Sec. 1526. Credit for energy efficient appli-
ances. 

Sec. 1527. Credit for residential energy effi-
cient property. 

Sec. 1528. Credit for business installation of 
qualified fuel cells and sta-
tionary microturbine power 
plants. 

Sec. 1529. Business solar investment tax 
credit. 

Subtitle D—Alternative motor Vehicles and 
Fuels Incentives 

Sec. 1531. Alternative motor vehicle credit. 
Sec. 1532. Modification of credit for qualified 

electric vehicles. 
Sec. 1533. Credit for installation of alter-

native fueling stations. 
Sec. 1534. Volumetric excise tax credit for 

alternative fuels. 
Sec. 1535. Extension of excise tax provisions 

and income tax credit for bio-
diesel. 

Subtitle E—Additional Energy Tax 
Incentives 

Sec. 1541. Ten-year recovery period for un-
derground natural gas storage 
facility property. 

Sec. 1542. Expansion of research credit. 
Sec. 1543. Small agri-biodiesel producer 

credit. 
Sec. 1544. Improvements to small ethanol 

producer credit. 
Sec. 1545. Credit for equipment for proc-

essing or sorting materials 
gathered through recycling. 

Sec. 1546. 5-year net operating loss carry-
over if any resulting refund is 
used for electric transmission 
equipment. 

Sec. 1547. Credit for qualifying pollution 
control equipment. 

Sec. 1548. Credit for production of Indian 
Country coal. 

Sec. 1549. Credit for replacement wood 
stoves meeting environmental 
standards in non-attainment 
areas. 

Sec. 1550. Exemption for equipment for 
transporting bulk beds of farm 
crops from excise tax on retail 
sale of heavy trucks and trail-
ers. 

Sec. 1551. National Academy of Sciences 
study and report. 

Subtitle F—Revenue Raising Provisions 
Sec. 1561. Treatment of kerosene for use in 

aviation. 
Sec. 1562. Repeal of ultimate vendor refund 

claims with respect to farming. 
Sec. 1563. Refunds of excise taxes on exempt 

sales of fuel by credit card. 
Sec. 1564. Additional requirement for ex-

empt purchases. 
Sec. 1565. Reregistration in event of change 

in ownership. 

Sec. 1566. Treatment of deep-draft vessels. 
Sec. 1567. Reconciliation of on-loaded cargo 

to entered cargo. 
Sec. 1568. Taxation of gasoline blendstocks 

and kerosene. 
Sec. 1569. Nonapplication of export exemp-

tion to delivery of fuel to motor 
vehicles removed from United 
States. 

Sec. 1570. Penalty with respect to certain 
adulterated fuels. 

Sec. 1571. Oil Spill Liability Trust Fund fi-
nancing rate. 

Sec. 1572. Extension of Leaking Under-
ground Storage Tank Trust 
Fund financing rate. 

Subtitle A—Electricity Infrastructure 
SEC. 1501. EXTENSION AND MODIFICATION OF 

RENEWABLE ELECTRICITY PRODUC-
TION CREDIT. 

(a) 3-YEAR EXTENSION FOR CERTAIN FACILI-
TIES.—Section 45(d) (relating to qualified fa-
cilities) is amended— 

(1) by striking ‘‘January 1, 2006’’ each place 
it appears in paragraphs (1), (2), (3), (5), (6), 
and (7) and inserting ‘‘January 1, 2009’’, and 

(2) by striking ‘‘January 1, 2006’’ in para-
graph (4) and inserting ‘‘January 1, 2009 (Jan-
uary 1, 2006, in the case of a facility using 
solar energy)’’. 

(b) INCREASE IN CREDIT PERIOD.—Section 
45(b)(4)(B) (relating to credit period) is 
amended— 

(1) by inserting ‘‘or clause (iii)’’ after 
‘‘clause (ii)’’ in clause (i), and 

(2) by adding at the end the following: 
‘‘(iii) TERMINATION.—Clause (i) shall not 

apply to any facility placed in service after 
the date of the enactment of this clause.’’. 

(c) EXPANSION OF QUALIFIED RESOURCES TO 
INCLUDE FUEL CELLS.— 

(1) IN GENERAL.—Section 45(c)(1) (defining 
qualified energy resources) is amended by 
striking ‘‘and’’ at the end of subparagraph 
(F), by striking the period at the end of sub-
paragraph (G) and inserting ‘‘, and’’, and by 
adding at the end the following new subpara-
graph: 

‘‘(H) fuel cells.’’. 
(2) FUEL CELL FACILITY.—Section 45(d) (re-

lating to qualified facilities) is amended by 
adding at the end the following new para-
graph: 

‘‘(9) FUEL CELL FACILITY.—In the case of a 
facility using an integrated system com-
prised of a fuel cell stack assembly and asso-
ciated balance of plant components which 
converts a fuel into electricity using electro-
chemical means, the term ‘qualified facility’ 
means any facility owned by the taxpayer 
which— 

‘‘(A) is originally placed in service after 
December 31, 2005, and before January 1, 2009, 

‘‘(B) has a nameplate capacity rating of at 
least 0.5 megawatt of electricity, and 

‘‘(C) has an electricity-only generation ef-
ficiency greater than 30 percent.’’. 

(3) CONFORMING AMENDMENTS RELATING TO 
COORDINATION WITH ENERGY CREDIT.— 

(A) IN GENERAL.—Section 45(e) (relating to 
definitions and special rules) is amended by 
adding at the end the following new para-
graph: 

‘‘(10) COORDINATION WITH ENERGY CREDIT.— 
The term ‘qualified facility’ shall not in-
clude any property described in section 
48(a)(3) the basis of which is taken into ac-
count by the taxpayer for purposes of deter-
mining the energy credit under section 48.’’. 

(B) CONFORMING AMENDMENT.—Section 
45(d)(4) is amended by striking the last sen-
tence. 

(d) EXPANSION OF QUALIFIED RESOURCES TO 
CERTAIN HYDROPOWER.— 

(1) IN GENERAL.—Section 45(c)(1) (defining 
qualified energy resources), as amended by 
this Act, is amended by striking ‘‘and’’ at 

VerDate Aug 04 2004 04:57 Jun 21, 2005 Jkt 039060 PO 00000 Frm 00053 Fmt 0624 Sfmt 0634 E:\CR\FM\A20JN6.066 S20PT1



CONGRESSIONAL RECORD — SENATES6838 June 20, 2005 
the end of subparagraph (G), by striking the 
period at the end of subparagraph (H) and in-
serting ‘‘, and’’, and by adding at the end the 
following new subparagraph: 

‘‘(I) qualified hydropower production.’’. 
(2) CREDIT RATE.—Section 45(b)(4)(A) (relat-

ing to credit rate) is amended by striking 
‘‘or (7)’’ and inserting ‘‘(7), or (10)’’. 

(3) DEFINITION OF RESOURCES.—Section 45(c) 
(relating to qualified energy resources and 
refined coal) is amended by adding at the end 
the following new paragraph: 

‘‘(8) QUALIFIED HYDROPOWER PRODUCTION.— 
‘‘(A) IN GENERAL.—The term ‘qualified hy-

dropower production’ means— 
‘‘(i) in the case of any hydroelectric dam 

which was placed in service on or before the 
date of the enactment of this paragraph, the 
incremental hydropower production for the 
taxable year, and 

‘‘(ii) in the case of any low-head hydro-
electric facility or nonhydroelectric dam de-
scribed in subparagraph (C), the hydropower 
production from the facility for the taxable 
year. 

‘‘(B) DETERMINATION OF INCREMENTAL HY-
DROPOWER PRODUCTION.— 

‘‘(i) IN GENERAL.—For purposes of subpara-
graph (A), incremental hydropower produc-
tion for any taxable year shall be equal to 
the percentage of average annual hydro-
power production at the facility attributable 
to the efficiency improvements or additions 
of capacity placed in service after the date of 
the enactment of this paragraph, determined 
by using the same water flow information 
used to determine an historic average annual 
hydropower production baseline for such fa-
cility. Such percentage and baseline shall be 
certified by the Federal Energy Regulatory 
Commission. 

‘‘(ii) OPERATIONAL CHANGES DISREGARDED.— 
For purposes of clause (i), the determination 
of incremental hydropower production shall 
not be based on any operational changes at 
such facility not directly associated with the 
efficiency improvements or additions of ca-
pacity. 

‘‘(C) LOW-HEAD HYDROELECTRIC FACILITY OR 
NONHYDROELECTRIC DAM.—For purposes of 
subparagraph (A), a facility is described in 
this subparagraph if— 

‘‘(i) the facility is licensed by the Federal 
Energy Regulatory Commission and meets 
all other applicable environmental, licens-
ing, and regulatory requirements, 

‘‘(ii) the facility did not produce hydro-
electric power on the date of the enactment 
of this paragraph, and 

‘‘(iii) turbines or other generating devices 
are to be added to the facility after such date 
to produce hydroelectric power, but only if 
the installation of the turbine or other gen-
erating device does not require any enlarge-
ment of the diversion structure or the im-
poundment or any withholding of any addi-
tional water from the natural stream chan-
nel. 

‘‘(D) LOW-HEAD HYDROELECTRIC FACILITY 
DEFINED.—For purposes of this paragraph, 
the term ‘low-head hydroelectric facility’ 
means a minor diversion structure which is 
less than 10 feet in height.’’. 

(3) FACILITIES.—Section 45(d) (relating to 
qualified facilities), as amended by this Act, 
is amended by adding at the end the fol-
lowing new paragraph: 

‘‘(10) QUALIFIED HYDROPOWER FACILITY.—In 
the case of a facility producing qualified hy-
droelectric production described in sub-
section (c)(8), the term ‘qualified facility’ 
means— 

‘‘(A) in the case of any facility producing 
incremental hydropower production, such fa-
cility but only to the extent of its incre-
mental hydropower production attributable 
to efficiency improvements or additions to 
capacity described in subsection (c)(8)(B) 

placed in service after the date of the enact-
ment of this paragraph and before January 1, 
2009, and 

‘‘(B) any other facility placed in service 
after the date of the enactment of this para-
graph and before January 1, 2009. 

‘‘(C) CREDIT PERIOD.—In the case of a quali-
fied facility described in subparagraph (A), 
the 10-year period referred to in subsection 
(a) shall be treated as beginning on the date 
the efficiency improvements or additions to 
capacity are placed in service.’’. 

(e) TECHNICAL AMENDMENT RELATED TO 
TRASH COMBUSTION FACILITIES.—Section 
45(d)(7) (relating to trash combustion facili-
ties) is amended by adding at the end the fol-
lowing: ‘‘Such term shall include a new unit 
placed in service in connection with a facil-
ity placed in service on or before the date of 
the enactment of this paragraph, but only to 
the extent of the increased amount of elec-
tricity produced at the facility by reason of 
such new unit.’’. 

(f) ADDITIONAL TECHNICAL AMENDMENTS RE-
LATED TO SECTION 710 OF THE AMERICAN JOBS 
CREATION ACT OF 2004.— 

(1) Clause (ii) of section 45(b)(4)(B) is 
amended by striking ‘‘the date of the enact-
ment of this Act’’ and inserting ‘‘January 1, 
2005,’’. 

(2) Clause (ii) of section 45(c)(3)(A) is 
amended by inserting ‘‘or any nonhazardous 
lignin waste material’’ after ‘‘cellulosic 
waste material’’. 

(3) Subsection (e) of section 45 is amended 
by striking paragraph (6). 

(4)(A) Paragraph (9) of section 45(e) is 
amended to read as follows: 

‘‘(9) COORDINATION WITH CREDIT FOR PRO-
DUCING FUEL FROM A NONCONVENTIONAL 
SOURCE.— 

‘‘(A) IN GENERAL.—The term ‘qualified fa-
cility’ shall not include any facility which 
produces electricity from gas derived from 
the biodegradation of municipal solid waste 
if such biodegradation occurred in a facility 
(within the meaning of section 29) the pro-
duction from which is allowed as a credit 
under section 29 for the taxable year or any 
prior taxable year. 

‘‘(B) REFINED COAL FACILITIES.—The term 
‘refined coal production facility’ shall not 
include any facility the production from 
which is allowed as a credit under section 29 
for the taxable year or any prior taxable 
year.’’. 

(B) Subparagraph (C) of section 45(e)(8) is 
amended by striking ‘‘and (9)’’. 

(5) Subclause (I) of section 168(e)(3)(B)(vi) 
is amended to read as follows: 

‘‘(I) is described in subparagraph (A) of sec-
tion 48(a)(3) (or would be so described if 
‘solar and wind’ were substituted for ‘solar’ 
in clause (i) thereof and the last sentence of 
such section did not apply to such subpara-
graph),’’. 

(6) Paragraph (4) of section 710(g) of the 
American Jobs Creation Act of 2004 is 
amended by striking ‘‘January 1, 2004’’ and 
inserting ‘‘January 1, 2005’’. 

(g) EFFECTIVE DATES.— 
(1) IN GENERAL.—Except as provided in 

paragraph (2), the amendments made by this 
section shall take effect of the date of the 
enactment of this Act. 

(2) TECHNICAL AMENDMENTS.—The amend-
ments made by subsections (e) and (f) shall 
take effect as if included in the amendments 
made by section 710 of the American Jobs 
Creation Act of 2004. 

SEC. 1502. CLEAN RENEWABLE ENERGY BONDS. 

(a) IN GENERAL.—Part IV of subchapter A 
of chapter 1 (relating to credits against tax) 
is amended by adding at the end the fol-
lowing new subpart: 

‘‘Subpart H—Nonrefundable Credit to 
Holders of Certain Bonds 

‘‘Sec. 54. Credit to holders of clean renew-
able energy bonds. 

‘‘SEC. 54. CREDIT TO HOLDERS OF CLEAN RENEW-
ABLE ENERGY BONDS. 

‘‘(a) ALLOWANCE OF CREDIT.—If a taxpayer 
holds a clean renewable energy bond on 1 or 
more credit allowance dates of the bond oc-
curring during any taxable year, there shall 
be allowed as a credit against the tax im-
posed by this chapter for the taxable year an 
amount equal to the sum of the credits de-
termined under subsection (b) with respect 
to such dates. 

‘‘(b) AMOUNT OF CREDIT.— 
‘‘(1) IN GENERAL.—The amount of the credit 

determined under this subsection with re-
spect to any credit allowance date for a 
clean renewable energy bond is 25 percent of 
the annual credit determined with respect to 
such bond. 

‘‘(2) ANNUAL CREDIT.—The annual credit de-
termined with respect to any clean renew-
able energy bond is the product of— 

‘‘(A) the credit rate determined by the Sec-
retary under paragraph (3) for the day on 
which such bond was sold, multiplied by 

‘‘(B) the outstanding face amount of the 
bond. 

‘‘(3) DETERMINATION.—For purposes of para-
graph (2), with respect to any clean renew-
able energy bond, the Secretary shall deter-
mine daily or cause to be determined daily a 
credit rate which shall apply to the first day 
on which there is a binding, written contract 
for the sale or exchange of the bond. The 
credit rate for any day is the credit rate 
which the Secretary or the Secretary’s des-
ignee estimates will permit the issuance of 
clean renewable energy bonds with a speci-
fied maturity or redemption date without 
discount and without interest cost to the 
qualified issuer. 

‘‘(4) CREDIT ALLOWANCE DATE.—For pur-
poses of this section, the term ‘credit allow-
ance date’ means— 

‘‘(A) March 15, 
‘‘(B) June 15, 
‘‘(C) September 15, and 
‘‘(D) December 15. 

Such term also includes the last day on 
which the bond is outstanding. 

‘‘(5) SPECIAL RULE FOR ISSUANCE AND RE-
DEMPTION.—In the case of a bond which is 
issued during the 3-month period ending on a 
credit allowance date, the amount of the 
credit determined under this subsection with 
respect to such credit allowance date shall 
be a ratable portion of the credit otherwise 
determined based on the portion of the 3- 
month period during which the bond is out-
standing. A similar rule shall apply when the 
bond is redeemed or matures. 

‘‘(c) LIMITATION BASED ON AMOUNT OF 
TAX.—The credit allowed under subsection 
(a) for any taxable year shall not exceed the 
excess of— 

‘‘(1) the sum of the regular tax liability (as 
defined in section 26(b)) plus the tax imposed 
by section 55, over 

‘‘(2) the sum of the credits allowable under 
this part (other than subpart C thereof (re-
lating to refundable credits) and this sub-
part) and section 1397E. 

‘‘(d) CLEAN RENEWABLE ENERGY BOND.—For 
purposes of this section— 

‘‘(1) IN GENERAL.—The term ‘clean renew-
able energy bond’ means any bond issued as 
part of an issue if— 

‘‘(A) the bond is issued by a qualified issuer 
pursuant to an allocation by the Secretary 
to such issuer of a portion of the national 
clean renewable energy bond limitation 
under subsection (f)(2), 

‘‘(B) 95 percent or more of the proceeds 
from the sale of such issue are to be used for 
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capital expenditures incurred by qualified 
borrowers for 1 or more qualified projects, 

‘‘(C) the qualified issuer designates such 
bond for purposes of this section and the 
bond is in registered form, and 

‘‘(D) the issue meets the requirements of 
subsection (h). 

‘‘(2) QUALIFIED PROJECT; SPECIAL USE 
RULES.— 

‘‘(A) IN GENERAL.—The term ‘qualified 
project’ means any qualified facility (as de-
termined under section 45(d) without regard 
to any placed in service date) owned by a 
qualified borrower. 

‘‘(B) REFINANCING RULES.—For purposes of 
paragraph (1)(B), a qualified project may be 
refinanced with proceeds of a clean renew-
able energy bond only if the indebtedness 
being refinanced (including any obligation 
directly or indirectly refinanced by such in-
debtedness) was originally incurred by a 
qualified borrower after the date of the en-
actment of this section. 

‘‘(C) REIMBURSEMENT.—For purposes of 
paragraph (1)(B), a clean renewable energy 
bond may be issued to reimburse a qualified 
borrower for amounts paid after the date of 
the enactment of this section with respect to 
a qualified project, but only if— 

‘‘(i) prior to the payment of the original 
expenditure, the qualified borrower declared 
its intent to reimburse such expenditure 
with the proceeds of a clean renewable en-
ergy bond, 

‘‘(ii) not later than 60 days after payment 
of the original expenditure, the qualified 
issuer adopts an official intent to reimburse 
the original expenditure with such proceeds, 
and 

‘‘(iii) the reimbursement is made not later 
than 18 months after the date the original 
expenditure is paid. 

‘‘(D) TREATMENT OF CHANGES IN USE.—For 
purposes of paragraph (1)(B), the proceeds of 
an issue shall not be treated as used for a 
qualified project to the extent that a quali-
fied borrower takes any action within its 
control which causes such proceeds not to be 
used for a qualified project. The Secretary 
shall prescribe regulations specifying reme-
dial actions that may be taken (including 
conditions to taking such remedial actions) 
to prevent an action described in the pre-
ceding sentence from causing a bond to fail 
to be a clean renewable energy bond. 

‘‘(e) MATURITY LIMITATIONS.— 
‘‘(1) DURATION OF TERM.—A bond shall not 

be treated as a clean renewable energy bond 
if the maturity of such bond exceeds the 
maximum term determined by the Secretary 
under paragraph (2) with respect to such 
bond. 

‘‘(2) MAXIMUM TERM.—During each calendar 
month, the Secretary shall determine the 
maximum term permitted under this para-
graph for bonds issued during the following 
calendar month. Such maximum term shall 
be the term which the Secretary estimates 
will result in the present value of the obliga-
tion to repay the principal on the bond being 
equal to 50 percent of the face amount of 
such bond. Such present value shall be deter-
mined using as a discount rate the average 
annual interest rate of tax of tax-exempt ob-
ligations having a term of 10 years or more 
which are issued during the month. If the 
term as so determined is not a multiple of a 
whole year, such term shall be rounded to 
the next highest whole year. 

‘‘(3) RATABLE PRINCIPAL AMORTIZATION RE-
QUIRED.—A bond shall not be treated as a 
clean renewable energy bond unless it is part 
of an issue which provides for an equal 
amount of principal to be paid by the quali-
fied issuer during each calendar year that 
the issue is outstanding. 

‘‘(f) LIMITATION ON AMOUNT OF BONDS DES-
IGNATED.— 

‘‘(1) NATIONAL LIMITATION.—There is a na-
tional clean renewable energy bond limita-
tion of $1,000,000,000. 

‘‘(2) ALLOCATION BY SECRETARY.—The Sec-
retary shall allocate the amount described in 
paragraph (1) among qualified projects in 
such manner as the Secretary determines ap-
propriate. 

‘‘(g) CREDIT INCLUDED IN GROSS INCOME.— 
Gross income includes the amount of the 
credit allowed to the taxpayer under this 
section (determined without regard to sub-
section (c)) and the amount so included shall 
be treated as interest income. 

‘‘(h) SPECIAL RULES RELATING TO EXPENDI-
TURES.— 

‘‘(1) IN GENERAL.—An issue shall be treated 
as meeting the requirements of this sub-
section if, as of the date of issuance, the 
qualified issuer reasonably expects— 

‘‘(A) at least 95 percent of the proceeds 
from the sale of the issue are to be spent for 
1 or more qualified projects within the 5-year 
period beginning on the date of issuance of 
the clean energy bond, 

‘‘(B) a binding commitment with a third 
party to spend at least 10 percent of the pro-
ceeds from the sale of the issue will be in-
curred within the 6-month period beginning 
on the date of issuance of the clean energy 
bond or, in the case of a clean energy bond 
the proceeds of which are to be loaned to 2 or 
more qualified borrowers, such binding com-
mitment will be incurred within the 6-month 
period beginning on the date of the loan of 
such proceeds to a qualified borrower, and 

‘‘(C) such projects will be completed with 
due diligence and the proceeds from the sale 
of the issue will be spent with due diligence. 

‘‘(2) EXTENSION OF PERIOD.—Upon submis-
sion of a request prior to the expiration of 
the period described in paragraph (1)(A), the 
Secretary may extend such period if the 
qualified issuer establishes that the failure 
to satisfy the 5-year requirement is due to 
reasonable cause and the related projects 
will continue to proceed with due diligence. 

‘‘(3) FAILURE TO SPEND REQUIRED AMOUNT OF 
BOND PROCEEDS WITHIN 5 YEARS.—To the ex-
tent that less than 95 percent of the proceeds 
of such issue are expended by the close of the 
5-year period beginning on the date of 
issuance (or if an extension has been ob-
tained under paragraph (2), by the close of 
the extended period), the qualified issuer 
shall redeem all of the nonqualified bonds 
within 90 days after the end of such period. 
For purposes of this paragraph, the amount 
of the nonqualified bonds required to be re-
deemed shall be determined in the same 
manner as under section 142. 

‘‘(i) SPECIAL RULES RELATING TO ARBI-
TRAGE.—A bond which is part of an issue 
shall not be treated as a clean renewable en-
ergy bond unless, with respect to the issue of 
which the bond is a part, the qualified issuer 
satisfies the arbitrage requirements of sec-
tion 148 with respect to proceeds of the issue. 

‘‘(j) COOPERATIVE ELECTRIC COMPANY; 
QUALIFIED ENERGY TAX CREDIT BOND LENDER; 
GOVERNMENTAL BODY; QUALIFIED BOR-
ROWER.—For purposes of this section— 

‘‘(1) COOPERATIVE ELECTRIC COMPANY.—The 
term ‘cooperative electric company’ means a 
mutual or cooperative electric company de-
scribed in section 501(c)(12) or section 
1381(a)(2)(C), or a not-for-profit electric util-
ity which has received a loan or loan guar-
antee under the Rural Electrification Act. 

‘‘(2) CLEAN RENEWABLE ENERGY BOND LEND-
ER.—The term ‘clean renewable energy bond 
lender’ means a lender which is a cooperative 
which is owned by, or has outstanding loans 
to, 100 or more cooperative electric compa-
nies and is in existence on February 1, 2002, 
and shall include any affiliated entity which 
is controlled by such lender. 

‘‘(3) GOVERNMENTAL BODY.—The term ‘gov-
ernmental body’ means any State, territory, 
possession of the United States, the District 
of Columbia, Indian tribal government, and 
any political subdivision thereof. 

‘‘(4) QUALIFIED ISSUER.—The term ‘quali-
fied issuer’ means— 

‘‘(A) a clean renewable energy bond lender, 
‘‘(B) a cooperative electric company, 
‘‘(C) a governmental body, or 
‘‘(D) the Tennessee Valley Authority. 
‘‘(5) QUALIFIED BORROWER.—The term 

‘qualified borrower’ means— 
‘‘(A) a mutual or cooperative electric com-

pany described in section 501(c)(12) or 
1381(a)(2)(C), 

‘‘(B) a governmental body, or 
‘‘(C) the Tennessee Valley Authority. 
‘‘(k) SPECIAL RULES RELATING TO POOL 

BONDS.—No portion of a pooled financing 
bond may be allocable to any loan unless the 
borrower has entered into a written loan 
commitment for such portion prior to the 
issue date of such issue. 

‘‘(l) OTHER DEFINITIONS AND SPECIAL 
RULES.—For purposes of this section— 

‘‘(1) BOND.—The term ‘bond’ includes any 
obligation. 

‘‘(2) POOLED FINANCING BOND.—The term 
‘pooled financing bond’ shall have the mean-
ing given such term by section 149(f)(4)(A). 

‘‘(3) PARTNERSHIP; S CORPORATION; AND 
OTHER PASS-THRU ENTITIES.— 

‘‘(A) IN GENERAL.—Under regulations pre-
scribed by the Secretary, in the case of a 
partnership, trust, S corporation, or other 
pass-thru entity, rules similar to the rules of 
section 41(g) shall apply with respect to the 
credit allowable under subsection (a). 

‘‘(B) NO BASIS ADJUSTMENT.—Rules similar 
to the rules under section 1397E(i)(2) shall 
apply. 

‘‘(4) BONDS HELD BY REGULATED INVESTMENT 
COMPANIES.—If any clean renewable energy 
bond is held by a regulated investment com-
pany, the credit determined under subsection 
(a) shall be allowed to shareholders of such 
company under procedures prescribed by the 
Secretary. 

‘‘(5) TREATMENT FOR ESTIMATED TAX PUR-
POSES.—Solely for purposes of sections 6654 
and 6655, the credit allowed by this section 
to a taxpayer by reason of holding a clean re-
newable energy bond on a credit allowance 
date shall be treated as if it were a payment 
of estimated tax made by the taxpayer on 
such date. 

‘‘(6) REPORTING.—Issuers of clean renew-
able energy bonds shall submit reports simi-
lar to the reports required under section 
149(e). 

‘‘(m) TERMINATION.—This section shall not 
apply with respect to any bond issued after 
December 31, 2008.’’. 

(b) REPORTING.—Subsection (d) of section 
6049 (relating to returns regarding payments 
of interest) is amended by adding at the end 
the following new paragraph: 

‘‘(8) REPORTING OF CREDIT ON CLEAN RENEW-
ABLE ENERGY BONDS.— 

‘‘(A) IN GENERAL.—For purposes of sub-
section (a), the term ‘interest’ includes 
amounts includible in gross income under 
section 54(g) and such amounts shall be 
treated as paid on the credit allowance date 
(as defined in section 54(b)(4)). 

‘‘(B) REPORTING TO CORPORATIONS, ETC.— 
Except as otherwise provided in regulations, 
in the case of any interest described in sub-
paragraph (A), subsection (b)(4) shall be ap-
plied without regard to subparagraphs (A), 
(H), (I), (J), (K), and (L)(i) of such subsection. 

‘‘(C) REGULATORY AUTHORITY.—The Sec-
retary may prescribe such regulations as are 
necessary or appropriate to carry out the 
purposes of this paragraph, including regula-
tions which require more frequent or more 
detailed reporting.’’. 
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(c) CONFORMING AMENDMENTS.— 
(1) The table of subparts for part IV of sub-

chapter A of chapter 1 is amended by adding 
at the end the following new item: 

‘‘SUBPART H. NONREFUNDABLE CREDIT TO 
HOLDERS OF CERTAIN BONDS.’’. 

(2) Section 1397E(c)(2) is amended by in-
serting ‘‘and H’’ after ‘‘subpart C’’. 

(3) Section 6401(b)(1) is amended by strik-
ing ‘‘and G’’ and inserting ‘‘G, and H’’. 

(d) ISSUANCE OF REGULATIONS.—The Sec-
retary of Treasury shall issue regulations re-
quired under section 54 of the Internal Rev-
enue Code of 1986 (as added by this section) 
not later than 120 days after the date of the 
enactment of this Act. 

(e) EFFECTIVE DATE.—The amendments 
made by this section shall apply to bonds 
issued after December 31, 2005. 
SEC. 1503. TREATMENT OF INCOME OF CERTAIN 

ELECTRIC COOPERATIVES. 
(a) ELIMINATION OF SUNSET ON TREATMENT 

OF INCOME FROM OPEN ACCESS AND NUCLEAR 
DECOMMISSIONING TRANSACTIONS.—Section 
501(c)(12)(C) is amended by striking the last 
sentence. 

(b) ELIMINATION OF SUNSET ON TREATMENT 
OF INCOME FROM LOAD LOSS TRANSACTIONS.— 
Section 501(c)(12)(H) is amended by striking 
clause (x). 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall take effect on the 
date of the enactment of this Act. 
SEC. 1504. DISPOSITIONS OF TRANSMISSION 

PROPERTY TO IMPLEMENT FERC RE-
STRUCTURING POLICY. 

(a) IN GENERAL.—Section 451(i)(3) (defining 
qualifying electric transmission transaction) 
is amended by striking ‘‘2007’’ and inserting 
‘‘2008’’. 

(b) TECHNICAL AMENDMENT RELATED TO 
SECTION 909 OF THE AMERICAN JOBS CREATION 
ACT OF 2004.—Clause (ii) of section 451(i)(4)(B) 
is amended by striking ‘‘the close of the pe-
riod applicable under subsection (a)(2)(B) as 
extended under paragraph (2)’’ and inserting 
‘‘December 31, 2007’’. 

(c) EFFECTIVE DATES.— 
(1) IN GENERAL.—The amendment made by 

subsection (a) shall apply to transactions oc-
curring after the date of the enactment of 
this Act. 

(2) TECHNICAL AMENDMENT.—The amend-
ment made by subsection (b) shall take ef-
fect as if included in the amendments made 
by section 909 of the American Jobs Creation 
Act of 2004. 
SEC. 1505. CREDIT FOR PRODUCTION FROM AD-

VANCED NUCLEAR POWER FACILI-
TIES. 

(a) IN GENERAL.—Subpart D of part IV of 
subchapter A of chapter 1 (relating to busi-
ness related credits) is amended by adding 
after section 45I the following new section: 
‘‘SEC. 45J. CREDIT FOR PRODUCTION FROM AD-

VANCED NUCLEAR POWER FACILI-
TIES. 

‘‘(a) GENERAL RULE.—For purposes of sec-
tion 38, the advanced nuclear power facility 
production credit of any taxpayer for any 
taxable year is equal to the product of— 

‘‘(1) 1.8 cents, multiplied by 
‘‘(2) the kilowatt hours of electricity— 
‘‘(A) produced by the taxpayer at an ad-

vanced nuclear power facility during the 8- 
year period beginning on the date the facil-
ity was originally placed in service, and 

‘‘(B) sold by the taxpayer to an unrelated 
person during the taxable year. 

‘‘(b) NATIONAL LIMITATION.— 
‘‘(1) IN GENERAL.—The amount of credit 

which would (but for this subsection and sub-
section (c)) be allowed with respect to any 
facility for any taxable year shall not exceed 
the amount which bears the same ratio to 
such amount of credit as— 

‘‘(A) the national megawatt capacity limi-
tation allocated to the facility, bears to 

‘‘(B) the total megawatt nameplate capac-
ity of such facility. 

‘‘(2) AMOUNT OF NATIONAL LIMITATION.—The 
national megawatt capacity limitation shall 
be 6,000 megawatts. 

‘‘(3) ALLOCATION OF LIMITATION.—The Sec-
retary shall allocate the national megawatt 
capacity limitation in such manner as the 
Secretary may prescribe. 

‘‘(4) REGULATIONS.—Not later than 6 
months after the date of the enactment of 
this section, the Secretary shall prescribe 
such regulations as may be necessary or ap-
propriate to carry out the purposes of this 
subsection. Such regulations shall provide a 
certification process under which the Sec-
retary, after consultation with the Secretary 
of Energy, shall approve and allocate the na-
tional megawatt capacity limitation. 

‘‘(c) OTHER LIMITATIONS.— 
‘‘(1) ANNUAL LIMITATION.—The amount of 

the credit allowable under subsection (a) 
(after the application of subsection (b)) for 
any taxable year with respect to any facility 
shall not exceed an amount which bears the 
same ratio to $125,000,000 as— 

‘‘(A) the national megawatt capacity limi-
tation allocated under subsection (b) to the 
facility, bears to 

‘‘(B) 1,000. 
‘‘(2) OTHER LIMITATIONS.—Rules similar to 

the rules of section 45(b)(1) shall apply for 
purposes of this section. 

‘‘(d) ADVANCED NUCLEAR POWER FACILITY.— 
For purposes of this section— 

‘‘(1) IN GENERAL.—The term ‘advanced nu-
clear power facility’ means any advanced nu-
clear facility— 

‘‘(A) which is owned by the taxpayer and 
which uses nuclear energy to produce elec-
tricity, and 

‘‘(B) which is placed in service after the 
date of the enactment of this paragraph and 
before January 1, 2021. 

‘‘(2) ADVANCED NUCLEAR FACILITY.—For 
purposes of paragraph (1), the term ‘ad-
vanced nuclear facility’ means any nuclear 
facility the reactor design for which is ap-
proved after December 31, 1993, by the Nu-
clear Regulatory Commission (and such de-
sign or a substantially similar design of com-
parable capacity was not approved on or be-
fore such date). 

‘‘(e) OTHER RULES TO APPLY.—Rules simi-
lar to the rules of paragraphs (1), (2), (3), (4), 
and (5) of section 45(e) shall apply for pur-
poses of this section.’’ 

(b) CREDIT TREATED AS BUSINESS CREDIT.— 
Section 38(b) is amended by striking ‘‘plus’’ 
at the end of paragraph (18), by striking the 
period at the end of paragraph (19) and in-
serting ‘‘, plus’’, and by adding at the end the 
following: 

‘‘(20) the advanced nuclear power facility 
production credit determined under section 
45J(a).’’. 

(c) CLERICAL AMENDMENT.—The table of 
sections for subpart D of part IV of sub-
chapter A of chapter 1 is amended by adding 
at the end the following: 

‘‘Sec. 45J. Credit for production from ad-
vanced nuclear power facili-
ties.’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to produc-
tion in taxable years beginning after the 
date of the enactment of this Act. 
SEC. 1506. CREDIT FOR INVESTMENT IN CLEAN 

COAL FACILITIES. 
(a) IN GENERAL.—Section 46 (relating to 

amount of credit) is amended by striking 
‘‘and’’ at the end of paragraph (1), by strik-
ing the period at the end of paragraph (2), 
and by adding at the end the following new 
paragraphs: 

‘‘(3) the qualifying advanced coal project 
credit, and 

‘‘(4) the qualifying gasification project 
credit.’’. 

(b) AMOUNT OF CREDITS.—Subpart E of part 
IV of subchapter A of chapter 1 (relating to 
rules for computing investment credit) is 
amended by inserting after section 48 the fol-
lowing new sections: 
‘‘SEC. 48A. QUALIFYING ADVANCED COAL 

PROJECT CREDIT. 
‘‘(a) IN GENERAL.—For purposes of section 

46, the qualifying advanced coal project cred-
it for any taxable year is an amount equal to 
20 percent of the qualified investment for 
such taxable year. 

‘‘(b) QUALIFIED INVESTMENT.— 
‘‘(1) IN GENERAL.—For purposes of sub-

section (a), the qualified investment for any 
taxable year is the basis of property placed 
in service by the taxpayer during such tax-
able year which is part of a qualifying ad-
vanced coal project— 

‘‘(A)(i) the construction, reconstruction, or 
erection of which is completed by the tax-
payer, or 

‘‘(ii) which is acquired by the taxpayer if 
the original use of such property commences 
with the taxpayer, and 

‘‘(B) with respect to which depreciation (or 
amortization in lieu of depreciation) is al-
lowable. 

‘‘(2) APPLICABLE RULES.—For purposes of 
this section, rules similar to the rules of sub-
section (a)(4) and (b) of section 48 shall 
apply. 

‘‘(c) DEFINITIONS.—For purposes of this sec-
tion— 

‘‘(1) QUALIFYING ADVANCED COAL PROJECT.— 
The term ‘qualifying advanced coal project’ 
means a project which meets the require-
ments of subsection (e). 

‘‘(2) ADVANCED COAL-BASED GENERATION 
TECHNOLOGY.—The term ‘advanced coal-based 
generation technology’ means a technology 
which meets the requirements of subsection 
(g). 

‘‘(3) COAL.—The term ‘coal’ means any car-
bonized or semicarbonized matter, including 
peat. 

‘‘(4) GREENHOUSE GAS CAPTURE CAPA-
BILITY.—The term ‘greenhouse gas capture 
capability’ means an integrated gasification 
combined cycle technology facility capable 
of adding components which can capture, 
separate on a long-term basis, isolate, re-
move, and sequester greenhouse gases which 
result from the generation of electricity. 

‘‘(5) ELECTRIC GENERATION UNIT.—The term 
‘electric generation unit’ means any facility 
at least 50 percent of the total annual net 
output of which is electrical power, includ-
ing an otherwise eligible facility which is 
used in an industrial application. 

‘‘(6) INTEGRATED GASIFICATION COMBINED 
CYCLE.—The term ‘integrated gasification 
combined cycle’ means an electric genera-
tion unit which produces electricity by con-
verting coal to synthesis gas which is used to 
fuel a combined-cycle plant which produces 
electricity from both a combustion turbine 
(including a combustion turbine/fuel cell hy-
brid) and a steam turbine. 

‘‘(d) QUALIFYING ADVANCED COAL PROJECT 
PROGRAM.— 

‘‘(1) ESTABLISHMENT.—Not later than 180 
days after the date of enactment of this sec-
tion, the Secretary, in consultation with the 
Secretary of Energy, shall establish a quali-
fying advanced coal project program for the 
deployment of advanced coal-based genera-
tion technologies. 

‘‘(2) CERTIFICATION.— 
‘‘(A) IN GENERAL.—The Secretary may cer-

tify a qualifying advanced coal project as eli-
gible for a credit under this section. 

‘‘(B) PERIOD OF ISSUANCE.—A certificate of 
eligibility under this paragraph may be 
issued only during the 10-fiscal year period 
beginning on October 1, 2005. 
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‘‘(3) AGGREGATE GENERATING CAPACITY.— 
‘‘(A) IN GENERAL.—The aggregate gener-

ating capacity of projects certified by the 
Secretary under paragraph (2) may not ex-
ceed 7,500 megawatts. 

‘‘(B) PARTICULAR PROJECTS.—Of the total 
megawatts of capacity which the Secretary 
is authorized to certify— 

‘‘(i) 4,125 megawatts shall be available only 
for use for integrated gasification combined 
cycle projects, and 

‘‘(ii) 3,375 megawatts shall be available 
only for use for projects which use other ad-
vanced coal-based generation technologies. 

‘‘(C) DETERMINATION OF CAPACITY.—In de-
termining capacity under this paragraph in 
the case of a retrofitted or repowered plant, 
capacity shall be determined based on total 
design capacity after the retrofit or 
repowering of the existing facility is accom-
plished. 

‘‘(4) APPLICATIONS.—The Secretary shall 
act on applications for certification as the 
applications are received. 

‘‘(5) DETERMINATION.—In determining 
whether to certify a qualifying advanced 
coal project, the Secretary shall take into 
account any written statement from the 
Governor of the State in which the project is 
to be sited that the construction and oper-
ation of the project is consistent with State 
environmental and energy policy and re-
quirements. 

‘‘(6) REVIEW AND REDISTRIBUTION.— 
‘‘(A) REVIEW.—Not later than 6 years after 

the date of enactment of this section, the 
Secretary shall review the projects certified 
and megawatts allocated under this section 
as of the date which is 6 years after the date 
of enactment of this section. 

‘‘(B) REDISTRIBUTION.—The Secretary may 
reallocate the megawatts available under 
clauses (i) and (ii) of paragraph (3)(B) if the 
Secretary determines that— 

‘‘(i) capacity cannot be used because there 
is an insufficient quantity of qualifying ap-
plications for certification pending for any 
available capacity at the time of the review, 
or 

‘‘(ii) any certification commitment made 
pursuant to subsection (e)(4)(B) has not been 
revoked pursuant to subsection (f)(2)(B)(ii) 
because the project subject to the certifi-
cation commitment has been delayed as a re-
sult of third party opposition or litigation to 
the proposed project. 

‘‘(e) QUALIFYING ADVANCED COAL 
PROJECTS.— 

‘‘(1) REQUIREMENTS.—For purposes of sub-
section (c)(1), a project shall be considered a 
qualifying advanced coal project that the 
Secretary may certify under subsection 
(d)(2) if the Secretary determines that, at a 
minimum— 

‘‘(A) the project uses an advanced coal- 
based generation technology— 

‘‘(i) to power a new electric generation or 
polygeneration unit, or 

‘‘(ii) to retrofit or repower an existing elec-
tric generation unit (including an existing 
natural gas-fired combined cycle unit), 

‘‘(B) the fuel input for the project, when 
completed, is at least 75 percent coal, 

‘‘(C) the applicant provides an assurance 
satisfactory to the Secretary that— 

‘‘(i) the project is technologically feasible, 
and 

‘‘(ii) the project is not financially feasible 
without the Federal financial incentives, 
after taking into account— 

‘‘(I) regulatory approvals or power pur-
chase contracts referred to in subparagraph 
(D), 

‘‘(II) arrangements for the supply of fuel to 
the project, 

‘‘(III) contracts or other arrangements for 
construction of the project facilities, 

‘‘(IV) any performance guarantees to be 
provided by contractors and equipment ven-
dors, and 

‘‘(V) evidence of the availability of funds 
to develop and construct the project, 

‘‘(D) the applicant demonstrates that the 
applicant has obtained— 

‘‘(i) approval by the appropriate regulatory 
commission of the recovery of the cost of the 
project, or 

‘‘(ii) a power purchase agreement (or letter 
of intent, subject to paragraph (3)) which has 
been approved by the board of directors of, 
and executed by, a creditworthy purchasing 
party, 

‘‘(E) except as provided in subsection (f)(2), 
the applicant demonstrates that the appli-
cant has, or will, obtain all project agree-
ments and approvals, and 

‘‘(F) the project will be located in the 
United States. 

‘‘(2) PRIORITY FOR INTEGRATED GASIFICATION 
COMBINED CYCLE PROJECTS.—In determining 
which qualifying advanced coal projects to 
certify under subsection (d)(3)(B)(i), the Sec-
retary shall— 

‘‘(A) certify capacity to— 
‘‘(i) projects using bituminous coal as a 

primary feedstock, 
‘‘(ii) projects using subbituminous coal as 

a primary feedstock, and 
‘‘(iii) projects using lignite as a primary 

feedstock, and 
‘‘(B) give high priority to projects which 

include, as determined by the Secretary— 
‘‘(i) greenhouse gas capture capability, 
‘‘(ii) increased by-product utilization, and 
‘‘(iii) other benefits. 
‘‘(3) LETTER OF INTENT.—A letter of intent 

described in paragraph (1)(D)(ii) shall be re-
placed by a binding contract before a certifi-
cate may be issued. 

‘‘(f) PROJECT AGREEMENTS AND APPROV-
ALS.— 

‘‘(1) DEFINITION OF PROJECT AGREEMENTS 
AND APPROVALS.—For purposes of this sub-
section, the term ‘project agreements and 
approvals’ means— 

‘‘(A) all necessary power purchase agree-
ments, and all other contracts, which the 
Secretary determines are necessary to con-
struct, finance, and operate a project, and 

‘‘(B) all authorizations by Federal, State, 
and local agencies which are required to con-
struct, operate, and recover the cost of the 
project. 

‘‘(2) CERTIFICATION COMMITMENT.— 
‘‘(A) IN GENERAL.—If the applicant has not 

obtained all agreements and approvals prior 
to application, the Secretary may issue a 
certification commitment. 

‘‘(B) REQUIREMENTS.— 
‘‘(i) IN GENERAL.—An applicant which re-

ceives a certification commitment shall ob-
tain any remaining project agreements and 
approvals not later than 4 years after the 
issuance of the certification commitment. 

‘‘(ii) REVOCATION.—If all project agree-
ments and approvals are not obtained during 
the 4-year period described in clause (i), the 
certification commitment is terminated 
without any other action by the Secretary. 

‘‘(iii) FINAL CERTIFICATE.—No certificate 
may be issued until all project agreements 
and approvals are obtained. 

‘‘(g) ADVANCED COAL-BASED GENERATION 
TECHNOLOGY.— 

‘‘(1) IN GENERAL.—For the purpose of this 
section, an electric generation unit uses ad-
vanced coal-based generation technology if— 

‘‘(A) the unit— 
‘‘(i) uses integrated gasification combined 

cycle technology, or 
‘‘(ii) except as provided in paragraph (3), 

has a design net heat rate of 8530 Btu/kWh (40 
percent efficiency), and 

‘‘(B) the vendor warrants that the unit is 
designed to meet the performance require-
ments in the following table: 

Performance char-
acteristic: 

Design level for 
project: 

SO2 (percent re-
moval).

99 percent 

NOx (emissions) ..... 0.07 lbs/MMBTU 
PM* (emissions) .... 0.015 lbs/MMBTU 
Hg (percent re-

moval).
90 percent 

‘‘(2) DESIGN NET HEAT RATE.—For purposes 
of this subsection, design net heat rate with 
respect to an electric generation unit shall— 

‘‘(A) be measured in Btu per kilowatt hour 
(higher heating value), 

‘‘(B) be based on the design annual heat 
input to the unit and the rated net electrical 
power, fuels, and chemicals output of the 
unit (determined without regard to the co-
generation of steam by the unit), 

‘‘(C) be adjusted for the heat content of the 
design coal to be used by the unit— 

‘‘(i) if the heat content is less than 13,500 
Btu per pound, but greater than 7,000 Btu per 
pound, according to the following formula: 
design net heat rate = unit net heat rate x 
[1–{((13,500-design coal heat content, Btu per 
pound)/1,000)* 0.013}], and 

‘‘(ii) if the heat content is less than or 
equal to 7,000 Btu per pound, according to 
the following formula: design net heat rate = 
unit net heat rate x [1–{((13,500-design coal 
heat content, Btu per pound)/1,000)* 0.018}], 
and 

‘‘(D) be corrected for the site reference 
conditions of— 

‘‘(i) elevation above sea level of 500 feet, 
‘‘(ii) air pressure of 14.4 pounds per square 

inch absolute, 
‘‘(iii) temperature, dry bulb of 63/o/F, 
‘‘(iv) temperature, wet bulb of 54/o/F, and 
‘‘(v) relative humidity of 55 percent. 
(3) EXISTING UNITS.—In the case of any 

electric generation unit in existence on the 
date of the enactment of this section, such 
unit uses advanced coal-based generation 
technology if, in lieu of the requirements 
under paragraph (1)(A)(ii), such unit achieves 
a minimum efficiency of 35 percent and an 
overall thermal design efficiency improve-
ment, compared to the efficiency of the unit 
as operated, of not less than— 

(A) 7 percentage points for coal of more 
than 9,000 Btu, 

(B) 6 percentage points for coal of 7,000 to 
9,000 Btu, or 

(C) 4 percentage points for coal of less than 
7,000 Btu. 

‘‘SEC. 48B. QUALIFYING GASIFICATION PROJECT 
CREDIT. 

‘‘(a) IN GENERAL.—For purposes of section 
46, the qualifying gasification project credit 
for any taxable year is an amount equal to 20 
percent of the qualified investment for such 
taxable year. 

‘‘(b) QUALIFIED INVESTMENT.— 
‘‘(1) IN GENERAL.—For purposes of sub-

section (a), the qualified investment for any 
taxable year is the basis of property placed 
in service by the taxpayer during such tax-
able year which is part of a qualifying gasifi-
cation project— 

‘‘(A)(i) the construction, reconstruction, or 
erection of which is completed by the tax-
payer, or 

‘‘(ii) which is acquired by the taxpayer if 
the original use of such property commences 
with the taxpayer, and 

‘‘(B) with respect to which depreciation (or 
amortization in lieu of depreciation) is al-
lowable. 

VerDate Aug 04 2004 05:28 Jun 21, 2005 Jkt 039060 PO 00000 Frm 00057 Fmt 0624 Sfmt 0634 E:\CR\FM\A20JN6.082 S20PT1



CONGRESSIONAL RECORD — SENATES6842 June 20, 2005 
‘‘(2) APPLICABLE RULES.—For purposes of 

this section, rules similar to the rules of sub-
section (a)(4) and (b) of section 48 shall 
apply. 

‘‘(c) DEFINITIONS.—For purposes of this sec-
tion— 

‘‘(1) QUALIFYING GASIFICATION PROJECT.— 
The term ‘qualifying gasification project’ 
means any project which— 

‘‘(A) employs gasification technology, 
‘‘(B) will be carried out by an eligible enti-

ty, and 
‘‘(C) any portion of the qualified invest-

ment in which is certified under the quali-
fying gasification program as eligible for 
credit under this section in an amount (not 
to exceed $1,000,000,000) determined by the 
Secretary. 

‘‘(2) GASIFICATION TECHNOLOGY.—The term 
‘gasification technology’ means any process 
which converts a solid or liquid product from 
coal, petroleum residue, biomass, or other 
materials which are recovered for their en-
ergy or feedstock value into a synthesis gas 
composed primarily of carbon monoxide and 
hydrogen for direct use or subsequent chem-
ical or physical conversion. 

‘‘(3) BIOMASS.— 
‘‘(A) IN GENERAL.—The term ‘biomass’ 

means any— 
‘‘(i) agricultural or plant waste, 
‘‘(ii) byproduct of wood or paper mill oper-

ations, including lignin in spent pulping liq-
uors, and 

‘‘(iii) other products of forestry mainte-
nance. 

‘‘(B) EXCLUSION.—The term ‘biomass’ does 
not include paper which is commonly recy-
cled. 

‘‘(4) CARBON CAPTURE CAPABILITY.—The 
term ‘carbon capture capability’ means a 
gasification plant design which is deter-
mined by the Secretary to reflect reasonable 
consideration for, and be capable of, accom-
modating the equipment likely to be nec-
essary to capture carbon dioxide from the 
gaseous stream, for later use or sequestra-
tion, which would otherwise be emitted in 
the flue gas from a project which uses a non-
renewable fuel. 

‘‘(5) COAL.—The term ‘coal’ means any car-
bonized or semicarbonized matter, including 
peat. 

‘‘(6) ELIGIBLE ENTITY.—The term ‘eligible 
entity’ means any person whose application 
for certification is principally intended for 
use in a domestic project which employs do-
mestic gasification applications related to— 

‘‘(A) chemicals, 
‘‘(B) fertilizers, 
‘‘(C) glass, 
‘‘(D) steel, 
‘‘(E) petroleum residues, 
‘‘(F) forest products, and 
‘‘(G) agriculture, including feedlots and 

dairy operations. 
‘‘(7) PETROLEUM RESIDUE.—The term ‘petro-

leum residue’ means the carbonized product 
of high-boiling hydrocarbon fractions ob-
tained in petroleum processing. 

‘‘(d) QUALIFYING GASIFICATION PROJECT 
PROGRAM.— 

‘‘(1) IN GENERAL.—The Secretary, in con-
sultation with the Secretary of Energy, shall 
establish a qualifying gasification project 
program to consider and award certifications 
for qualified investment eligible for credits 
under this section to qualifying gasification 
project sponsors under this section. The 
total qualified investment which may be 
awarded eligibility for credit under the pro-
gram shall not exceed $4,000,000,000. 

‘‘(2) PERIOD OF ISSUANCE.—A certificate of 
eligibility under paragraph (1) may be issued 
only during the 10-fiscal year period begin-
ning on October 1, 2005. 

‘‘(3) SELECTION CRITERIA.—The Secretary 
shall not make a competitive certification 

award for qualified investment for credit eli-
gibility under this section unless the recipi-
ent has documented to the satisfaction of 
the Secretary that— 

‘‘(A) the award recipient is financially via-
ble without the receipt of additional Federal 
funding associated with the proposed project, 

‘‘(B) the recipient will provide sufficient 
information to the Secretary for the Sec-
retary to ensure that the qualified invest-
ment is spent efficiently and effectively, 

‘‘(C) a market exists for the products of the 
proposed project as evidenced by contracts 
or written statements of intent from poten-
tial customers, 

‘‘(D) the fuels identified with respect to the 
gasification technology for such project will 
comprise at least 90 percent of the fuels re-
quired by the project for the production of 
chemical feedstocks, liquid transportation 
fuels, or coproduction of electricity, 

‘‘(E) the award recipient’s project team is 
competent in the construction and operation 
of the gasification technology proposed, with 
preference given to those recipients with ex-
perience which demonstrates successful and 
reliable operations of the technology on do-
mestic fuels so identified, and 

‘‘(F) the award recipient has met other cri-
teria established and published by the Sec-
retary.’’. 

(c) CONFORMING AMENDMENTS.— 
(1) Section 49(a)(1)(C) is amended by strik-

ing ‘‘and’’ at the end of clause (ii), by strik-
ing clause (iii), and by adding after clause 
(ii) the following new clauses: 

‘‘(iii) the basis of any property which is 
part of a qualifying advanced coal project 
under section 48A, and 

‘‘(iv) the basis of any property which is 
part of a qualifying gasification project 
under section 48B.’’. 

(2) The table of sections for subpart E of 
part IV of subchapter A of chapter 1 is 
amended by inserting after the item relating 
to section 48 the following new items: 
‘‘48A. Qualifying advanced coal project cred-

it. 
‘‘48B. Qualifying gasification project cred-

it.’’. 
(e) EFFECTIVE DATE.—The amendments 

made by this section shall apply to periods 
after the date of the enactment of this Act, 
under rules similar to the rules of section 
48(m) of the Internal Revenue Code of 1986 
(as in effect on the day before the date of the 
enactment of the Revenue Reconciliation 
Act of 1990). 
SEC. 1507. CLEAN ENERGY COAL BONDS. 

(a) IN GENERAL.—Subpart H of part IV of 
subchapter A of chapter 1 (relating to credits 
against tax), as added by this Act, is amend-
ed by adding at the end the following new 
section: 
‘‘SEC. 54A. CREDIT TO HOLDERS OF CLEAN EN-

ERGY COAL BONDS. 
‘‘(a) ALLOWANCE OF CREDIT.—If a taxpayer 

holds a clean energy coal bond on 1 or more 
credit allowance dates of the bond occurring 
during any taxable year, there shall be al-
lowed as a credit against the tax imposed by 
this chapter for the taxable year an amount 
equal to the sum of the credits determined 
under subsection (b) with respect to such 
dates. 

‘‘(b) AMOUNT OF CREDIT.— 
‘‘(1) IN GENERAL.—The amount of the credit 

determined under this subsection with re-
spect to any credit allowance date for a 
clean energy coal bond is 25 percent of the 
annual credit determined with respect to 
such bond. 

‘‘(2) ANNUAL CREDIT.—The annual credit de-
termined with respect to any clean energy 
coal bond is the product of— 

‘‘(A) the credit rate determined by the Sec-
retary under paragraph (3) for the day on 
which such bond was sold, multiplied by 

‘‘(B) the outstanding face amount of the 
bond. 

‘‘(3) DETERMINATION.—For purposes of para-
graph (2), with respect to any clean energy 
coal bond, the Secretary shall determine 
daily or cause to be determined daily a cred-
it rate which shall apply to the first day on 
which there is a binding, written contract 
for the sale or exchange of the bond. The 
credit rate for any day is the credit rate 
which the Secretary or the Secretary’s des-
ignee estimates will permit the issuance of 
clean energy coal bonds with a specified ma-
turity or redemption date without discount 
and without interest cost to the qualified 
issuer. 

‘‘(4) CREDIT ALLOWANCE DATE.—For pur-
poses of this section, the term ‘credit allow-
ance date’ means— 

‘‘(A) March 15, 
‘‘(B) June 15, 
‘‘(C) September 15, and 
‘‘(D) December 15. 

Such term also includes the last day on 
which the bond is outstanding. 

‘‘(5) SPECIAL RULE FOR ISSUANCE AND RE-
DEMPTION.—In the case of a bond which is 
issued during the 3-month period ending on a 
credit allowance date, the amount of the 
credit determined under this subsection with 
respect to such credit allowance date shall 
be a ratable portion of the credit otherwise 
determined based on the portion of the 3- 
month period during which the bond is out-
standing. A similar rule shall apply when the 
bond is redeemed or matures. 

‘‘(c) LIMITATION BASED ON AMOUNT OF 
TAX.—The credit allowed under subsection 
(a) for any taxable year shall not exceed the 
excess of— 

‘‘(1) the sum of the regular tax liability (as 
defined in section 26(b)) plus the tax imposed 
by section 55, over 

‘‘(2) the sum of the credits allowable under 
this part (other than subpart C thereof (re-
lating to refundable credits) and this sec-
tion) and section 1397E. 

‘‘(d) CLEAN ENERGY COAL BOND.—For pur-
poses of this section— 

‘‘(1) IN GENERAL.—The term ‘clean energy 
coal bond’ means any bond issued as part of 
an issue if— 

‘‘(A) the bond is issued by a qualified issuer 
pursuant to an allocation by the Secretary 
to such issuer of a portion of the national 
clean energy coal bond limitation under sub-
section (f)(2), 

‘‘(B) 95 percent or more of the proceeds 
from the sale of such issue are to be used for 
capital expenditures incurred by qualified 
borrowers for 1 or more qualified projects, 

‘‘(C) the qualified issuer designates such 
bond for purposes of this section and the 
bond is in registered form, and 

‘‘(D) the issue meets the requirements of 
subsection (h). 

‘‘(2) QUALIFIED PROJECT; SPECIAL USE 
RULES.— 

‘‘(A) IN GENERAL.—The term ‘qualified 
project’ means a qualifying advanced coal 
project (as defined in section 48A(c)(1)) 
placed in service by a qualified borrower. 

‘‘(B) REFINANCING RULES.—For purposes of 
paragraph (1)(B), a qualified project may be 
refinanced with proceeds of a clean energy 
coal bond only if the indebtedness being refi-
nanced (including any obligation directly or 
indirectly refinanced by such indebtedness) 
was originally incurred by a qualified bor-
rower after the date of the enactment of this 
section. 

‘‘(C) REIMBURSEMENT.—For purposes of 
paragraph (1)(B), a clean energy coal bond 
may be issued to reimburse a qualified bor-
rower for amounts paid after the date of the 
enactment of this section with respect to a 
qualified project, but only if— 
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‘‘(i) prior to the payment of the original 

expenditure, the qualified borrower declared 
its intent to reimburse such expenditure 
with the proceeds of a clean energy coal 
bond, 

‘‘(ii) not later than 60 days after payment 
of the original expenditure, the qualified 
issuer adopts an official intent to reimburse 
the original expenditure with such proceeds, 
and 

‘‘(iii) the reimbursement is made not later 
than 18 months after the date the original 
expenditure is paid. 

‘‘(D) TREATMENT OF CHANGES IN USE.—For 
purposes of paragraph (1)(B), the proceeds of 
an issue shall not be treated as used for a 
qualified project to the extent that a quali-
fied borrower takes any action within its 
control which causes such proceeds not to be 
used for a qualified project. The Secretary 
shall prescribe regulations specifying reme-
dial actions that may be taken (including 
conditions to taking such remedial actions) 
to prevent an action described in the pre-
ceding sentence from causing a bond to fail 
to be a clean energy coal bond. 

‘‘(e) MATURITY LIMITATIONS.— 
‘‘(1) DURATION OF TERM.—A bond shall not 

be treated as a clean energy coal bond if the 
maturity of such bond exceeds the maximum 
term determined by the Secretary under 
paragraph (2) with respect to such bond. 

‘‘(2) MAXIMUM TERM.—During each calendar 
month, the Secretary shall determine the 
maximum term permitted under this para-
graph for bonds issued during the following 
calendar month. Such maximum term shall 
be the term which the Secretary estimates 
will result in the present value of the obliga-
tion to repay the principal on the bond being 
equal to 50 percent of the face amount of 
such bond. Such present value shall be deter-
mined using as a discount rate the average 
annual interest rate of tax of tax-exempt ob-
ligations having a term of 10 years or more 
which are issued during the month. If the 
term as so determined is not a multiple of a 
whole year, such term shall be rounded to 
the next highest whole year. 

‘‘(3) RATABLE PRINCIPAL AMORTIZATION RE-
QUIRED.—A bond shall not be treated as a 
clean energy coal bond unless it is part of an 
issue which provides for an equal amount of 
principal to be paid by the qualified issuer 
during each calendar year that the issue is 
outstanding. 

‘‘(f) LIMITATION ON AMOUNT OF BONDS DES-
IGNATED.— 

‘‘(1) NATIONAL LIMITATION.—There is a na-
tional clean energy coal bond limitation of 
$1,000,000,000. 

‘‘(2) ALLOCATION BY SECRETARY.—The Sec-
retary shall allocate the amount described in 
paragraph (1) among qualified projects in 
such manner as the Secretary determines ap-
propriate. 

‘‘(g) CREDIT INCLUDED IN GROSS INCOME.— 
Gross income includes the amount of the 
credit allowed to the taxpayer under this 
section (determined without regard to sub-
section (c)) and the amount so included shall 
be treated as interest income. 

‘‘(h) SPECIAL RULES RELATING TO EXPENDI-
TURES.— 

‘‘(1) IN GENERAL.—An issue shall be treated 
as meeting the requirements of this sub-
section if, as of the date of issuance, the 
qualified issuer reasonably expects— 

‘‘(A) at least 95 percent of the proceeds 
from the sale of the issue are to be spent for 
1 or more qualified projects within the 5-year 
period beginning on the date of issuance of 
the clean energy bond, 

‘‘(B) a binding commitment with a third 
party to spend at least 10 percent of the pro-
ceeds from the sale of the issue will be in-
curred within the 6-month period beginning 
on the date of issuance of the clean energy 

bond or, in the case of a clean energy bond 
the proceeds of which are to be loaned to 2 or 
more qualified borrowers, such binding com-
mitment will be incurred within the 6-month 
period beginning on the date of the loan of 
such proceeds to a qualified borrower, and 

‘‘(C) such projects will be completed with 
due diligence and the proceeds from the sale 
of the issue will be spent with due diligence. 

‘‘(2) EXTENSION OF PERIOD.—Upon submis-
sion of a request prior to the expiration of 
the period described in paragraph (1)(A), the 
Secretary may extend such period if the 
qualified issuer establishes that the failure 
to satisfy the 5-year requirement is due to 
reasonable cause and the related projects 
will continue to proceed with due diligence. 

‘‘(3) FAILURE TO SPEND REQUIRED AMOUNT OF 
BOND PROCEEDS WITHIN 5 YEARS.—To the ex-
tent that less than 95 percent of the proceeds 
of such issue are expended by the close of the 
5-year period beginning on the date of 
issuance (or if an extension has been ob-
tained under paragraph (2), by the close of 
the extended period), the qualified issuer 
shall redeem all of the nonqualified bonds 
within 90 days after the end of such period. 
For purposes of this paragraph, the amount 
of the nonqualified bonds required to be re-
deemed shall be determined in the same 
manner as under section 142. 

‘‘(i) SPECIAL RULES RELATING TO ARBI-
TRAGE.—A bond which is part of an issue 
shall not be treated as a clean energy coal 
bond unless, with respect to the issue of 
which the bond is a part, the qualified issuer 
satisfies the arbitrage requirements of sec-
tion 148 with respect to proceeds of the issue. 

‘‘(j) COOPERATIVE ELECTRIC COMPANY; 
QUALIFIED ENERGY TAX CREDIT BOND LENDER; 
GOVERNMENTAL BODY; QUALIFIED BOR-
ROWER.—For purposes of this section— 

‘‘(1) COOPERATIVE ELECTRIC COMPANY.—The 
term ‘cooperative electric company’ means a 
mutual or cooperative electric company de-
scribed in section 501(c)(12) or section 
1381(a)(2)(C), or a not-for-profit electric util-
ity which has received a loan or loan guar-
antee under the Rural Electrification Act. 

‘‘(2) CLEAN ENERGY BOND LENDER.—The 
term ‘clean energy bond lender’ means a 
lender which is a cooperative which is owned 
by, or has outstanding loans to, 100 or more 
cooperative electric companies and is in ex-
istence on February 1, 2002, and shall include 
any affiliated entity which is controlled by 
such lender. 

‘‘(3) GOVERNMENTAL BODY.—The term ‘gov-
ernmental body’ means any State, territory, 
possession of the United States, the District 
of Columbia, Indian tribal government, and 
any political subdivision thereof. 

‘‘(4) QUALIFIED ISSUER.—The term ‘quali-
fied issuer’ means— 

‘‘(A) a clean energy bond lender, 
‘‘(B) a cooperative electric company, 
‘‘(C) a governmental body, or 
‘‘(D) the Tennessee Valley Authority. 
‘‘(5) QUALIFIED BORROWER.—The term 

‘qualified borrower’ means— 
‘‘(A) a mutual or cooperative electric com-

pany described in section 501(c)(12) or 
1381(a)(2)(C), 

‘‘(B) a governmental body, or 
‘‘(C) the Tennessee Valley Authority. 
‘‘(k) SPECIAL RULES RELATING TO POOL 

BONDS.—No portion of a pooled financing 
bond may be allocable to any loan unless the 
borrower has entered into a written loan 
commitment for such portion prior to the 
issue date of such issue. 

‘‘(l) OTHER DEFINITIONS AND SPECIAL 
RULES.—For purposes of this section— 

‘‘(1) BOND.—The term ‘bond’ includes any 
obligation. 

‘‘(2) POOLED FINANCING BOND.—The term 
‘pooled financing bond’ shall have the mean-
ing given such term by section 149(f)(4)(A). 

‘‘(3) PARTNERSHIP; S CORPORATION; AND 
OTHER PASS-THRU ENTITIES.— 

‘‘(A) IN GENERAL.—Under regulations pre-
scribed by the Secretary, in the case of a 
partnership, trust, S corporation, or other 
pass-thru entity, rules similar to the rules of 
section 41(g) shall apply with respect to the 
credit allowable under subsection (a). 

‘‘(B) NO BASIS ADJUSTMENT.—Rules similar 
to the rules under section 1397E(i)(2) shall 
apply. 

‘‘(4) BONDS HELD BY REGULATED INVESTMENT 
COMPANIES.—If any clean energy coal bond is 
held by a regulated investment company, the 
credit determined under subsection (a) shall 
be allowed to shareholders of such company 
under procedures prescribed by the Sec-
retary. 

‘‘(5) TREATMENT FOR ESTIMATED TAX PUR-
POSES.—Solely for purposes of sections 6654 
and 6655, the credit allowed by this section 
to a taxpayer by reason of holding a clean 
energy coal bond on a credit allowance date 
shall be treated as if it were a payment of es-
timated tax made by the taxpayer on such 
date. 

‘‘(6) REPORTING.—Issuers of clean energy 
coal bonds shall submit reports similar to 
the reports required under section 149(e). 

‘‘(m) TERMINATION.—This section shall not 
apply with respect to any bond issued after 
December 31, 2010.’’. 

(b) REPORTING.—Subsection (d) of section 
6049 (relating to returns regarding payments 
of interest), as amended by this Act, is 
amended by adding at the end the following 
new paragraph: 

‘‘(9) REPORTING OF CREDIT ON CLEAN ENERGY 
COAL BONDS.— 

‘‘(A) IN GENERAL.—For purposes of sub-
section (a), the term ‘interest’ includes 
amounts includible in gross income under 
section 54A(g) and such amounts shall be 
treated as paid on the credit allowance date 
(as defined in section 54A(b)(4)). 

‘‘(B) REPORTING TO CORPORATIONS, ETC.— 
Except as otherwise provided in regulations, 
in the case of any interest described in sub-
paragraph (A), subsection (b)(4) shall be ap-
plied without regard to subparagraphs (A), 
(H), (I), (J), (K), and (L)(i) of such subsection. 

‘‘(C) REGULATORY AUTHORITY.—The Sec-
retary may prescribe such regulations as are 
necessary or appropriate to carry out the 
purposes of this paragraph, including regula-
tions which require more frequent or more 
detailed reporting.’’. 

(c) CLERICAL AMENDMENT.—The table of 
sections for subpart H of part IV of sub-
chapter A of chapter 1, as added by this Act, 
is amended by adding at the end the fol-
lowing new item: 
‘‘Sec. 54A. Credit to holders of clean energy 

coal bonds.’’. 
(d) ISSUANCE OF REGULATIONS.—The Sec-

retary of Treasury shall issue regulations re-
quired under section 54A of the Internal Rev-
enue Code of 1986 (as added by this section) 
not later than 120 days after the date of the 
enactment of this Act. 

(e) EFFECTIVE DATE.—The amendments 
made by this section shall apply to bonds 
issued after December 31, 2005. 

Subtitle B—Domestic Fossil Fuel Security 
SEC. 1511. CREDIT FOR INVESTMENT IN CLEAN 

COKE/COGENERATION MANUFAC-
TURING FACILITIES. 

(a) ALLOWANCE OF CLEAN COKE/COGENERA-
TION MANUFACTURING FACILITIES CREDIT.— 
Section 46 (relating to amount of credit), as 
amended by this Act, is amended by striking 
‘‘and’’ at the end of paragraph (3), by strik-
ing the period at the end of paragraph (4), 
and inserting ‘‘, and’’, and by adding at the 
end the following new paragraph: 

‘‘(5) the clean coke/cogeneration manufac-
turing facilities credit.’’. 
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(b) AMOUNT OF CLEAN COKE/COGENERATION 

MANUFACTURING FACILITIES CREDIT.—Subpart 
E of part IV of subchapter A of chapter 1 (re-
lating to rules for computing investment 
credit), as amended by this Act, is amended 
by inserting after section 48B the following 
new section: 
‘‘SEC. 48C. CLEAN COKE/COGENERATION MANU-

FACTURING FACILITIES CREDIT. 

‘‘(a) IN GENERAL.—For purposes of section 
46, the clean coke/cogeneration manufac-
turing facilities credit for any taxable year 
is an amount equal to 20 percent of the quali-
fied investment for such taxable year. 

‘‘(b) QUALIFIED INVESTMENT.— 
‘‘(1) IN GENERAL.—For purposes of sub-

section (a), the qualified investment for any 
taxable year is the basis of each clean coke/ 
cogeneration manufacturing facilities prop-
erty placed in service by the taxpayer during 
such taxable year. 

‘‘(2) CLEAN COKE/COGENERATION MANUFAC-
TURING FACILITIES PROPERTY.—For purposes 
of this section, the term ‘clean coke/cogen-
eration manufacturing facilities property’ 
means real and tangible personal property 
which— 

‘‘(A) is depreciable under section 167, 
‘‘(B) is located in the United States, 
‘‘(C) is used for the manufacture of met-

allurgical coke or for the production of 
steam or electricity from waste heat gen-
erated during the production of metallur-
gical coke, and 

‘‘(D) does not exceed any of the following 
emission limitations— 

‘‘(i) 0.0 percent leaking for any coke oven 
doors unless the operation of ovens is under 
negative pressure, 

‘‘(ii) 0.0 percent leaking for any topside 
port lids, 

‘‘(iii) 0.0 percent leaking for any offtake 
system, 
determined as provided for in section 
63.303(b)(1)(ii) or 63.309(d)(1) of title 40, Code 
of Federal Regulations. 

‘‘(c) TERMINATION.—This subsection shall 
not apply to property for periods after De-
cember 31, 2009.’’. 

(c) TECHNICAL AMENDMENT.—Section 50(c) 
is amended by adding at the end the fol-
lowing new paragraph: 

‘‘(6) SPECIAL RULE FOR COKE/COGENERATION 
FACILITIES.—Paragraphs (1) and (2) shall not 
apply to any property with respect to the 
credit determined under section 48C.’’. 

(d) CONFORMING AMENDMENTS.— 
(1) Section 49(a)(1)(C), as amended by this 

Act, is amended by striking ‘‘and’’ at the end 
of clause (iii), by striking the period at the 
end of clause (iv) and inserting ‘‘, and’’, and 
by adding at the end the following new 
clause: 

‘‘(v) the basis of any clean coke/cogenera-
tion manufacturing facilities property.’’ 

(2) The table of sections for subpart E of 
part IV of subchapter A of chapter 1, as 
amended by this Act, is amended by insert-
ing after the item relating to section 48B the 
following new item: 

‘‘48C. Clean coke/cogeneration manufac-
turing facilities credit.’’. 

(e) EFFECTIVE DATE.—The amendments 
made by this section shall apply to periods 
after the date of the enactment of this Act, 
under rules similar to the rules of section 
48(m) of the Internal Revenue Code of 1986 
(as in effect on the day before the date of the 
enactment of the Revenue Reconciliation 
Act of 1990). 
SEC. 1512. TEMPORARY EXPENSING FOR EQUIP-

MENT USED IN REFINING OF LIQUID 
FUELS. 

(A) IN GENERAL.—Part VI of subchapter B 
of chapter 1 is amended by inserting after 
section 179B the following new section: 

‘‘SEC. 179C. ELECTION TO EXPENSE CERTAIN RE-
FINERIES. 

‘‘(a) TREATMENT AS EXPENSES.—A taxpayer 
may elect to treat the cost of any qualified 
refinery property as an expense which is not 
chargeable to capital account. Any cost so 
treated shall be allowed as a deduction for 
the taxable year in which the qualified refin-
ery is placed in service. 

‘‘(b) ELECTION.— 
‘‘(1) IN GENERAL.—An election under this 

section for any taxable year shall be made on 
the taxpayer’s return of the tax imposed by 
this chapter for the taxable year. Such elec-
tion shall be made in such manner as the 
Secretary may by regulations prescribe. 

‘‘(2) ELECTION IRREVOCABLE.—Any election 
made under this section may not be revoked 
except with the consent of the Secretary. 

‘‘(c) QUALIFIED REFINERY PROPERTY.—The 
term ‘qualified refinery property’ means any 
refinery or portion of a refinery— 

‘‘(1) the original use of which commences 
with the taxpayer, 

‘‘(2) the construction of which— 
‘‘(A) except as provided in subparagraph 

(B), is subject to a binding construction con-
tract entered into after June 14, 2005, and be-
fore January 1, 2008, but only if there was no 
written binding construction contract en-
tered into on or before June 14, 2005, or 

‘‘(B) in the case of self-constructed prop-
erty, began after June 14, 2005, 

‘‘(3) which is placed in service by the tax-
payer after the date of the enactment of this 
section and before January 1, 2012, 

‘‘(4) in the case of any portion of a refin-
ery, which meets the requirements of sub-
section (d), and 

‘‘(5) which meets all applicable environ-
mental laws in effect on the date such refin-
ery or portion thereof was placed in service. 
A waiver under the Clean Air Act shall not 
be taken into account in determining wheth-
er the requirements of paragraph (5) are met. 

‘‘(d) PRODUCTION CAPACITY.—The require-
ments of this subsection are met if the por-
tion of the refinery— 

‘‘(1) increases the rated capacity of the ex-
isting refinery by 5 percent or more over the 
capacity of such refinery as reported by the 
Energy Information Agency on January 1, 
2005, or 

‘‘(2) enables the existing refinery to proc-
ess qualified fuels (as defined in section 29(c)) 
at a rate which is equal to or greater than 25 
percent of the total throughput of such refin-
ery on an average daily basis. 

‘‘(e) ELECTION TO ALLOCATE DEDUCTION TO 
COOPERATIVE OWNER.—If— 

‘‘(1) a taxpayer to which subsection (a) ap-
plies is an organization to which part I of 
subchapter T applies, and 

‘‘(2) one or more persons directly holding 
an ownership interest in the taxpayer are or-
ganizations to which part I of subchapter T 
apply, 
the taxpayer may elect to allocate all or a 
portion of the deduction allowable under 
subsection (a) to such persons. Such alloca-
tion shall be equal to the person’s ratable 
share of the total amount allocated, deter-
mined on the basis of the person’s ownership 
interest in the taxpayer. The taxable income 
of the taxpayer shall not be reduced under 
section 1382 by reason of any amount to 
which the preceding sentence applies. 

‘‘(f) INELIGIBLE REFINERIES.—No deduction 
shall be allowed under subsection (a) for any 
qualified refinery property— 

‘‘(1) the primary purpose of which is for use 
as a topping plant, asphalt plant, lube oil fa-
cility, crude or product terminal, or blending 
facility, or 

‘‘(2) which is built solely to comply with 
Federally mandated projects or consent de-
crees. 

‘‘(g) REPORTING.—No deduction shall be al-
lowed under subsection (a) to any taxpayer 

for any taxable year unless such taxpayer 
files with the Secretary a report containing 
such information with respect to the oper-
ation of the refineries of the taxpayer as the 
Secretary shall require.’’. 

(b) CONFORMING AMENDMENTS.— 
(1) Section 1245(a) is amended by inserting 

‘‘179C,’’ after ‘‘179B,’’ both places it appears 
in paragraphs (2)(C) and (3)(C). 

(2) Section 263(a)(1) is amended by striking 
‘‘or’’ at the end of subparagraph (H), by 
striking the period at the end of subpara-
graph (I) and inserting ‘‘, or’’, and by insert-
ing after subparagraph (I) the following new 
subparagraph: 

‘‘(J) expenditures for which a deduction is 
allowed under section 179C.’’. 

(3) Section 312(k)(3)(B) is amended by 
striking ‘‘179 179A, or 179B’’ each place it ap-
pears in the heading and text and inserting 
‘‘179, 179A, 179B, or 179C’’. 

(4) The table of sections for part VI of sub-
chapter B of chapter 1 is amended by insert-
ing after the item relating to section 179B 
the following new item: 
‘‘Sec. 179C. Election to expense certain re-

fineries.’’. 
(c) EFFECTIVE DATE.— The amendments 

made by this section shall apply to prop-
erties placed in service after the date of the 
enactment of this Act. 
SEC. 1513. PASS THROUGH TO PATRONS OF DE-

DUCTION FOR CAPITAL COSTS IN-
CURRED BY SMALL REFINER CO-
OPERATIVES IN COMPLYING WITH 
ENVIRONMENTAL PROTECTION 
AGENCY SULFUR REGULATIONS . 

(a) IN GENERAL.—Section 179B (relating to 
deduction for capital costs incurred in com-
plying with Environmental Protection Agen-
cy sulfur regulations) is amended by adding 
at the end the following new subsection: 

‘‘(e) ELECTION TO ALLOCATE DEDUCTION TO 
COOPERATIVE OWNER.—If— 

‘‘(1) a small business refiner to which sub-
section (a) applies is an organization to 
which part I of subchapter T applies, and 

‘‘(2) one or more persons directly holding 
an ownership interest in the refiner are orga-
nizations to which part I of subchapter T 
apply, 
the refiner may elect to allocate all or a por-
tion of the deduction allowable under sub-
section (a) to such persons. Such allocation 
shall be equal to the person’s ratable share 
of the total amount allocated, determined on 
the basis of the person’s ownership interest 
in the taxpayer. The taxable income of the 
refiner shall not be reduced under section 
1382 by reason of any amount to which the 
preceding sentence applies.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall take effect as if 
included in the amendment made by section 
338(a) of the American Jobs Creation Act of 
2004. 
SEC. 1514. MODIFICATIONS TO ENHANCED OIL 

RECOVERY CREDIT. 
(a) ENHANCED CREDIT FOR CARBON DIOXIDE 

INJECTIONS.—Section 43 is amended by add-
ing at the end the following new subsection: 

‘‘(f) ENHANCED CREDIT FOR PROJECTS USING 
QUALIFIED CARBON DIOXIDE.— 

‘‘(1) IN GENERAL.—In the case of any quali-
fied enhanced oil recovery project described 
in paragraph (2), subsection (a) shall be ap-
plied by substituting ‘20 percent’ for ‘15 per-
cent’. 

‘‘(2) SPECIFIED QUALIFIED ENHANCED OIL RE-
COVERY PROJECT.— 

‘‘(A) IN GENERAL.—A qualified enhanced oil 
recovery project is described in this para-
graph if— 

‘‘(i) the project begins or is substantially 
expanded after December 31, 2005, and 

‘‘(ii) the project uses qualified carbon diox-
ide in an oil recovery method which involves 
flooding or injection. 
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‘‘(B) QUALIFIED CARBON DIOXIDE.—For pur-

poses of this subsection, the term ‘qualified 
carbon dioxide’ means carbon dioxide that 
is— 

‘‘(i) from an industrial source, or 
‘‘(ii) separated from natural gas and nat-

ural gas liquids at a natural gas processing 
plant. 

‘‘(3) TERMINATION.—This subsection shall 
not apply to costs paid or incurred for any 
qualified enhanced oil recovery project after 
December 31, 2009.’’. 

(b) DEEP GAS WELL PROJECTS.—Section 
43(c) is amended by adding at the end the fol-
lowing new paragraph: 

‘‘(6) APPLICATION OF SECTION TO QUALIFIED 
DEEP GAS WELL PROJECTS.— 

‘‘(A) IN GENERAL.—For purposes of this sec-
tion, the taxpayer’s qualified deep gas well 
project costs for any taxable year shall be 
treated in the same manner as if they were 
qualified enhanced oil recovery costs. 

‘‘(B) QUALIFIED DEEP GAS WELL PROJECT 
COSTS.—For purposes of this paragraph, the 
term ‘qualified deep gas well project costs’ 
shall be the costs determined under para-
graph (1) by substituting ‘qualified deep gas 
well project’ for ‘qualified enhanced oil re-
covery project’ each place it appears. 

‘‘(C) QUALIFIED DEEP GAS WELL PROJECT.— 
For purposes of this paragraph, the term 
‘qualified deep gas well project’ means any 
project— 

‘‘(i) which involves the production of nat-
ural gas from onshore formations deeper 
than 20,000 feet, and 

‘‘(ii) which is located in the United States. 
‘‘(D) TERMINATION.—This paragraph shall 

not apply to qualified deep gas well project 
costs paid or incurred after December 31, 
2009.’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to costs 
paid or incurred in taxable years ending 
after December 31, 2005. 
SEC. 1515. NATURAL GAS DISTRIBUTION LINES 

TREATED AS 15-YEAR PROPERTY. 
(a) IN GENERAL.—Section 168(e)(3)(E) (de-

fining 15-year property) is amended by strik-
ing ‘‘and’’ at the end of clause (v), by strik-
ing the period at the end of clause (vi) and by 
inserting ‘‘, and’’, and by adding at the end 
the following new clause: 

‘‘(vii) any natural gas distribution line the 
original use of which commences with the 
taxpayer and which is placed in service be-
fore January 1, 2008.’’. 

(b) ALTERNATIVE SYSTEM.—The table con-
tained in section 168(g)(3)(B) (relating to spe-
cial rule for certain property assigned to 
classes) is amended by adding after the item 
relating to subparagraph (E)(vi) the fol-
lowing new item: 

‘‘(E)(vii) ............................................. 35’’. 

(c) EFFECTIVE DATE.— 
(1) IN GENERAL.—The amendments made by 

this section shall apply to property placed in 
service after the date of the enactment of 
this Act. 

(2) EXCEPTION.—The amendments made by 
this section shall not apply to any property 
with respect to which the taxpayer or a re-
lated party has entered into a binding con-
tract for the construction thereof on or be-
fore June 14, 2005, or, in the case of self-con-
structed property, has started construction 
on or before such date. 

Subtitle C—Conservation and Energy 
Efficiency Provisions 

SEC. 1521. ENERGY EFFICIENT COMMERCIAL 
BUILDINGS DEDUCTION. 

(a) IN GENERAL.—Part VI of subchapter B 
of chapter 1 (relating to itemized deductions 
for individuals and corporations), as amend-
ed by this Act, is amended by inserting after 
section 179C the following new section: 

‘‘SEC. 179D. ENERGY EFFICIENT COMMERCIAL 
BUILDINGS DEDUCTION. 

‘‘(a) IN GENERAL.—There shall be allowed 
as a deduction an amount equal to the cost 
of energy efficient commercial building prop-
erty placed in service during the taxable 
year. 

‘‘(b) MAXIMUM AMOUNT OF DEDUCTION.—The 
deduction under subsection (a) with respect 
to any building for any taxable year shall 
not exceed the excess (if any) of— 

‘‘(1) the product of— 
‘‘(A) $2.25, and 
‘‘(B) the square footage of the building, 

over 
‘‘(2) the aggregate amount of the deduc-

tions under subsection (a) with respect to 
the building for all prior taxable years. 

‘‘(c) DEFINITIONS.—For purposes of this sec-
tion— 

‘‘(1) ENERGY EFFICIENT COMMERCIAL BUILD-
ING PROPERTY.—The term ‘energy efficient 
commercial building property’ means prop-
erty— 

‘‘(A) with respect to which depreciation (or 
amortization in lieu of depreciation) is al-
lowable, 

‘‘(B) which is installed on or in any build-
ing which is— 

‘‘(i) located in the United States, and 
‘‘(ii) within the scope of Standard 90.1-2001, 
‘‘(C) which is installed as part of— 
‘‘(i) the interior lighting systems, 
‘‘(ii) the heating, cooling, ventilation, and 

hot water systems, or 
‘‘(iii) the building envelope, and 
‘‘(D) which is certified in accordance with 

subsection (d)(6) as being installed as part of 
a plan designed to reduce the total annual 
energy and power costs with respect to the 
interior lighting systems, heating, cooling, 
ventilation, and hot water systems of the 
building by 50 percent or more in comparison 
to a reference building which meets the min-
imum requirements of Standard 90.1–2001 
using methods of calculation under sub-
section (d)(2). 

‘‘(2) STANDARD 90.1–2001.—The term ‘Stand-
ard 90.1–2001’ means Standard 90.1–2001 of the 
American Society of Heating, Refrigerating, 
and Air Conditioning Engineers and the Illu-
minating Engineering Society of North 
America (as in effect on April 2, 2003). 

‘‘(d) SPECIAL RULES.— 
‘‘(1) PARTIAL ALLOWANCE.— 
‘‘(A) IN GENERAL.—Except as provided in 

subsection (f), if— 
‘‘(i) the requirement of subsection (c)(1)(D) 

is not met, but 
‘‘(ii) there is a certification in accordance 

with paragraph (6) that any system referred 
to in subsection (c)(1)(C) satisfies the energy- 
savings targets established by the Secretary 
under subparagraph (B) with respect to such 
system, 
then the requirement of subsection (c)(1)(D) 
shall be treated as met with respect to such 
system, and the deduction under subsection 
(a) shall be allowed with respect to energy 
efficient commercial building property in-
stalled as part of such system and as part of 
a plan to meet such targets, except that sub-
section (b) shall be applied to such property 
by substituting ‘$.75’ for ‘$2.25’. 

‘‘(B) REGULATIONS.—The Secretary, after 
consultation with the Secretary of Energy, 
shall establish a target for each system de-
scribed in subsection (c)(1)(C) which, if such 
targets were met for all such systems, the 
building would meet the requirements of 
subsection (c)(1)(D). 

‘‘(2) METHODS OF CALCULATION.—The Sec-
retary, after consultation with the Secretary 
of Energy, shall promulgate regulations 
which describe in detail methods for calcu-
lating and verifying energy and power con-
sumption and cost, based on the provisions 

of the 2005 California Nonresidential Alter-
native Calculation Method Approval Manual. 

‘‘(3) COMPUTER SOFTWARE.— 
‘‘(A) IN GENERAL.—Any calculation under 

paragraph (2) shall be prepared by qualified 
computer software. 

‘‘(B) QUALIFIED COMPUTER SOFTWARE.—For 
purposes of this paragraph, the term ‘quali-
fied computer software’ means software— 

‘‘(i) for which the software designer has 
certified that the software meets all proce-
dures and detailed methods for calculating 
energy and power consumption and costs as 
required by the Secretary, 

‘‘(ii) which provides such forms as required 
to be filed by the Secretary in connection 
with energy efficiency of property and the 
deduction allowed under this section, and 

‘‘(iii) which provides a notice form which 
documents the energy efficiency features of 
the building and its projected annual energy 
costs. 

‘‘(4) ALLOCATION OF DEDUCTION FOR PUBLIC 
PROPERTY.—In the case of energy efficient 
commercial building property installed on or 
in property owned by a Federal, State, or 
local government or a political subdivision 
thereof, the Secretary shall promulgate a 
regulation to allow the allocation of the de-
duction to the person primarily responsible 
for designing the property in lieu of the 
owner of such property. Such person shall be 
treated as the taxpayer for purposes of this 
section. 

‘‘(5) NOTICE TO OWNER.—Each certification 
required under this section shall include an 
explanation to the building owner regarding 
the energy efficiency features of the building 
and its projected annual energy costs as pro-
vided in the notice under paragraph 
(3)(B)(iii). 

‘‘(6) CERTIFICATION.— 
‘‘(A) IN GENERAL.—The Secretary shall pre-

scribe the manner and method for the mak-
ing of certifications under this section. 

‘‘(B) PROCEDURES.—The Secretary shall in-
clude as part of the certification process pro-
cedures for inspection and testing by quali-
fied individuals described in subparagraph 
(C) to ensure compliance of buildings with 
energy-savings plans and targets. Such pro-
cedures shall be comparable, given the dif-
ference between commercial and residential 
buildings, to the requirements in the Mort-
gage Industry National Accreditation Proce-
dures for Home Energy Rating Systems. 

‘‘(C) QUALIFIED INDIVIDUALS.—Individuals 
qualified to determine compliance shall be 
only those individuals who are recognized by 
an organization certified by the Secretary 
for such purposes. 

‘‘(e) BASIS REDUCTION.—For purposes of 
this subtitle, if a deduction is allowed under 
this section with respect to any energy effi-
cient commercial building property, the 
basis of such property shall be reduced by 
the amount of the deduction so allowed. 

‘‘(f) INTERIM RULES FOR LIGHTING SYS-
TEMS.—Until such time as the Secretary 
issues final regulations under subsection 
(d)(1)(B) with respect to property which is 
part of a lighting system— 

‘‘(1) IN GENERAL.—The lighting system tar-
get under subsection (d)(1)(A)(ii) shall be a 
reduction in lighting power density of 25 per-
cent (50 percent in the case of a warehouse) 
of the minimum requirements in Table 9.3.1.1 
or Table 9.3.1.2 (not including additional in-
terior lighting power allowances) of Stand-
ard 90.1–2001. 

‘‘(2) REDUCTION IN DEDUCTION IF REDUCTION 
LESS THAN 40 PERCENT.— 

‘‘(A) IN GENERAL.—If, with respect to the 
lighting system of any building other than a 
warehouse, the reduction in lighting power 
density of the lighting system is not at least 
40 percent, only the applicable percentage of 
the amount of deduction otherwise allowable 

VerDate Aug 04 2004 04:57 Jun 21, 2005 Jkt 039060 PO 00000 Frm 00061 Fmt 0624 Sfmt 0634 E:\CR\FM\A20JN6.083 S20PT1



CONGRESSIONAL RECORD — SENATES6846 June 20, 2005 
under this section with respect to such prop-
erty shall be allowed. 

‘‘(B) APPLICABLE PERCENTAGE.—For pur-
poses of subparagraph (A), the applicable 
percentage is the number of percentage 
points (not greater than 100) equal to the 
sum of— 

‘‘(i) 50, and 
‘‘(ii) the amount which bears the same 

ratio to 50 as the excess of the reduction of 
lighting power density of the lighting system 
over 25 percentage points bears to 15. 

‘‘(C) EXCEPTIONS.—This subsection shall 
not apply to any system— 

‘‘(i) the controls and circuiting of which do 
not comply fully with the mandatory and 
prescriptive requirements of Standard 90.1– 
2001 and which do not include provision for 
bilevel switching in all occupancies except 
hotel and motel guest rooms, store rooms, 
restrooms, and public lobbies, or 

‘‘(ii) which does not meet the minimum re-
quirements for calculated lighting levels as 
set forth in the Illuminating Engineering So-
ciety of North America Lighting Handbook, 
Performance and Application, Ninth Edition, 
2000. 

‘‘(g) COORDINATION WITH OTHER TAX BENE-
FITS.—In any case in which a deduction 
under section 200 or a credit under section 
25C has been allowed with respect to prop-
erty in connection with a building for which 
a deduction is allowable under subsection 
(a)— 

‘‘(1) the annual energy and power costs of 
the reference building referred to in sub-
section (c)(1)(D) shall be determined assum-
ing such reference building contains the 
property for which such deduction or credit 
has been allowed, and 

‘‘(2) any cost of such property taken into 
account under such sections shall not be 
taken into account under this section. 

‘‘(h) REGULATIONS.—The Secretary shall 
promulgate such regulations as necessary— 

‘‘(1) to take into account new technologies 
regarding energy efficiency and renewable 
energy for purposes of determining energy 
efficiency and savings under this section, 
and 

‘‘(2) to provide for a recapture of the deduc-
tion allowed under this section if the plan 
described in subsection (c)(1)(D) or (d)(1)(A) 
is not fully implemented. 

‘‘(i) TERMINATION.—This section shall not 
apply with respect to property placed in 
service after December 31, 2009.’’. 

(b) CONFORMING AMENDMENTS.— 
(1) Section 1016(a) is amended by striking 

‘‘and’’ at the end of paragraph (30), by strik-
ing the period at the end of paragraph (31) 
and inserting ‘‘, and’’, and by adding at the 
end the following new paragraph: 

‘‘(32) to the extent provided in section 
179D(e).’’. 

(2) Section 1245(a), as amended by this Act, 
is amended by inserting ‘‘179D,’’ after 
‘‘179C,’’ both places it appears in paragraphs 
(2)(C) and (3)(C). 

(3) Section 1250(b)(3) is amended by insert-
ing before the period at the end of the first 
sentence ‘‘or by section 179D’’. 

(4) Section 263(a)(1), as amended by this 
Act, is amended by striking ‘‘or’’ at the end 
of subparagraph (I), by striking the period at 
the end of subparagraph (J) and inserting ‘‘, 
or’’, and by inserting after subparagraph (J) 
the following new subparagraph: 

‘‘(K) expenditures for which a deduction is 
allowed under section 179D.’’. 

(5) Section 312(k)(3)(B), as amended by this 
Act, is amended by striking ‘‘179, 179A, 179B, 
or 179C’’ each place it appears in the heading 
and text and inserting ‘‘179, 179A, 179B, 179C, 
or 179D’’. 

(c) CLERICAL AMENDMENT.—The table of 
sections for part VI of subchapter B of chap-
ter 1, as amended by this Act, is amended by 

inserting after section 179C the following 
new item: 

‘‘Sec. 179D. Energy efficient commercial 
buildings deduction.’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to property 
placed in service after the date of the enact-
ment of this Act in taxable years ending 
after such date. 
SEC. 1522. CREDIT FOR CONSTRUCTION OF NEW 

ENERGY EFFICIENT HOMES. 
(a) IN GENERAL.—Subpart D of part IV of 

subchapter A of chapter 1 (relating to busi-
ness related credits), as amended by this Act, 
is amended by adding at the end the fol-
lowing new section: 
‘‘SEC. 45K. NEW ENERGY EFFICIENT HOME CRED-

IT. 
‘‘(a) ALLOWANCE OF CREDIT.— 
‘‘(1) IN GENERAL.—For purposes of section 

38, in the case of an eligible contractor, the 
new energy efficient home credit for the tax-
able year is the applicable amount for each 
qualified new energy efficient home which 
is— 

‘‘(A) constructed by the eligible con-
tractor, and 

‘‘(B) acquired by a person from such eligi-
ble contractor for use as a residence during 
the taxable year. 

‘‘(2) APPLICABLE AMOUNT.—For purposes of 
paragraph (1), the applicable amount is an 
amount equal to— 

‘‘(i) in the case of a dwelling unit described 
in paragraph (1) or (3) of subsection (c), 
$1,000, and 

‘‘(ii) in the case of a dwelling unit de-
scribed in paragraph (2) or (4) of subsection 
(c), $2,000. 

‘‘(b) DEFINITIONS.—For purposes of this sec-
tion— 

‘‘(1) ELIGIBLE CONTRACTOR.—The term ‘eli-
gible contractor’ means— 

‘‘(A) the person who constructed the quali-
fied new energy efficient home, or 

‘‘(B) in the case of a qualified new energy 
efficient home which is a manufactured 
home, the manufactured home producer of 
such home. 
If more than 1 person is described in subpara-
graph (A) or (B) with respect to any qualified 
new energy efficient home, such term means 
the person designated as such by the owner 
of such home. 

‘‘(2) QUALIFIED NEW ENERGY EFFICIENT 
HOME.—The term ‘qualified new energy effi-
cient home’ means a dwelling unit— 

‘‘(A) located in the United States, 
‘‘(B) the construction of which is substan-

tially completed after the date of the enact-
ment of this section, and 

‘‘(C) which meets the energy saving re-
quirements of subsection (c). 

‘‘(3) CONSTRUCTION.—The term ‘construc-
tion’ includes substantial reconstruction and 
rehabilitation. 

‘‘(4) ACQUIRE.—The term ‘acquire’ includes 
purchase and, in the case of reconstruction 
and rehabilitation, such term includes a 
binding written contract for such recon-
struction or rehabilitation. 

‘‘(c) ENERGY SAVING REQUIREMENTS.—A 
dwelling unit meets the energy saving re-
quirements of this subsection if such unit 
is— 

‘‘(1) certified— 
‘‘(A) to have a level of annual heating and 

cooling energy consumption which is at least 
30 percent below the annual level of heating 
and cooling energy consumption of a com-
parable dwelling unit— 

‘‘(i) which is constructed in accordance 
with the standards of chapter 4 of the 2003 
International Energy Conservation Code, as 
such Code (including supplements) is in ef-
fect on the date of the enactment of this sec-
tion, and 

‘‘(ii) for which the heating and cooling 
equipment efficiencies correspond to the 
minimum allowed under the regulations es-
tablished by the Department of Energy pur-
suant to the National Appliance Energy Con-
servation Act of 1987 and in effect at the 
time of construction, and 

‘‘(B) to have building envelope component 
improvements account for at least 1⁄3 of such 
30 percent, 

‘‘(2) certified— 
‘‘(A) to have a level of annual heating and 

cooling energy consumption which is at least 
50 percent below such annual level, and 

‘‘(B) to have building envelope component 
improvements account for at least 1⁄5 of such 
50 percent, 

‘‘(3) a manufactured home which conforms 
to Federal Manufactured Home Construction 
and Safety Standards (section 3280 of title 24, 
Code of Federal Regulations) and which— 

‘‘(A) meets the requirements of clause (i), 
or 

‘‘(B) meets the requirements established by 
the Administrator of the Environmental 
Protection Agency under the Energy Star 
Labeled Homes program, or 

‘‘(4) a manufactured home which conforms 
to Federal Manufactured Home Construction 
and Safety Standards (section 3280 of title 24, 
Code of Federal Regulations) and which 
meets the requirements of clause (ii). 

‘‘(d) CERTIFICATION.— 
‘‘(1) METHOD OF CERTIFICATION.—A certifi-

cation described in paragraphs (1) and (2) of 
subsection (c) shall be made in accordance 
with guidance prescribed by the Secretary, 
after consultation with the Secretary of En-
ergy. Such guidance shall specify procedures 
and methods for calculating energy and cost 
savings. 

‘‘(2) FORM.—Any certification described in 
subsection (c) shall be made in writing in a 
manner which specifies in readily verifiable 
fashion the energy efficient building enve-
lope components and energy efficient heat-
ing or cooling equipment installed and their 
respective rated energy efficiency perform-
ance. 

‘‘(e) BASIS ADJUSTMENT.—For purposes of 
this subtitle, if a credit is allowed under this 
section in connection with any expenditure 
for any property, the increase in the basis of 
such property which would (but for this sub-
section) result from such expenditure shall 
be reduced by the amount of the credit so de-
termined. 

‘‘(f) COORDINATION WITH OTHER CREDITS 
AND DEDUCTIONS.— 

‘‘(1) SPECIAL RULE WITH RESPECT TO BUILD-
INGS WITH ENERGY EFFICIENT PROPERTY.—In 
the case of property which is described in 
section 200 which is installed in connection 
with a dwelling unit, the level of annual 
heating and cooling energy consumption of 
the comparable dwelling unit referred to in 
paragraphs (1) and (2) of subsection (c) shall 
be determined assuming such comparable 
dwelling unit contains the property for 
which such deduction or credit has been al-
lowed. 

‘‘(2) COORDINATION WITH INVESTMENT CRED-
IT.—For purposes of this section, expendi-
tures taken into account under section 47 or 
48(a) shall not be taken into account under 
this section. 

‘‘(g) APPLICATION OF SECTION.— 
‘‘(1) 50 PERCENT HOMES.—In the case of any 

dwelling unit described in paragraph (2) or 
(4) of subsection (c), subsection (a) shall 
apply to qualified new energy efficient 
homes acquired during the period beginning 
on the date of the enactment of this section 
and ending on December 31, 2009. 

‘‘(2) 30 PERCENT HOMES.—In the case of any 
dwelling unit described in paragraph (1) or 
(3) of subsection (c), subsection (a) shall 
apply to qualified new energy efficient 
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homes acquired during the period beginning 
on the date of the enactment of this section 
and ending on December 31, 2007.’’. 

(b) CREDIT MADE PART OF GENERAL BUSI-
NESS CREDIT.—Section 38(b) (relating to cur-
rent year business credit), as amended by 
this Act, is amended by striking ‘‘plus’’ at 
the end of paragraph (19), by striking the pe-
riod at the end of paragraph (20) and insert-
ing ‘‘, plus’’, and by adding at the end the 
following new paragraph: 

‘‘(21) the new energy efficient home credit 
determined under section 45K(a).’’. 

(c) BASIS ADJUSTMENT.—Subsection (a) of 
section 1016, as amended by this Act, is 
amended by striking ‘‘and’’ at the end of 
paragraph (31), by striking the period at the 
end of paragraph (32) and inserting ‘‘, and’’, 
and by adding at the end the following new 
paragraph: 

‘‘(33) to the extent provided in section 
45K(e), in the case of amounts with respect 
to which a credit has been allowed under sec-
tion 45K.’’. 

(d) DEDUCTION FOR CERTAIN UNUSED BUSI-
NESS CREDITS.—Section 196(c) (defining 
qualified business credits) is amended by 
striking ‘‘and’’ at the end of paragraph (11), 
by striking the period at the end of para-
graph (12) and inserting ‘‘, and’’, and by add-
ing after paragraph (12) the following new 
paragraph: 

‘‘(13) the new energy efficient home credit 
determined under section 45K(a).’’. 

(e) CLERICAL AMENDMENT.—The table of 
sections for subpart D of part IV of sub-
chapter A of chapter 1, as amended by this 
Act, is amended by adding at the end the fol-
lowing new item: 

‘‘Sec. 45K. New energy efficient home cred-
it.’’. 

(f) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years ending after the date of the enactment 
of this Act. 
SEC. 1523. DEDUCTION FOR BUSINESS ENERGY 

PROPERTY. 
(a) IN GENERAL.—Part VI of subchapter B 

of chapter 1 is amended by adding at the end 
the following new section: 
‘‘SEC. 200. ENERGY PROPERTY DEDUCTION. 

‘‘(a) IN GENERAL.—There shall be allowed 
as a deduction for the taxable year an 
amount equal to the greater of— 

‘‘(1) the amount determined under sub-
section (b) for each energy property of the 
taxpayer placed in service during such tax-
able year, or 

‘‘(2) the energy efficient residential rental 
building property deduction determined 
under subsection (e). 

‘‘(b) AMOUNT FOR ENERGY PROPERTY.—The 
amount determined under this subsection for 
the taxable year shall be— 

‘‘(1) $150 for any advanced main air circu-
lating fan, 

‘‘(2) $450 for any qualified natural gas, pro-
pane, or oil furnace or hot water boiler, and 

‘‘(2) $900 for any energy efficient building 
property. 

‘‘(c) ENERGY PROPERTY DEFINED.— 
‘‘(1) IN GENERAL.—For purposes of this 

part, the term ‘energy property’ means any 
property— 

‘‘(A) which is— 
‘‘(i) energy-efficient building property, 
‘‘(ii) a qualified natural gas, propane, or oil 

furnace or hot water boiler, or 
‘‘(iii) an advanced main air circulating fan, 
‘‘(B)(i) the construction, reconstruction, or 

erection of which is completed by the tax-
payer, or 

‘‘(ii) which is acquired by the taxpayer if 
the original use of such property commences 
with the taxpayer, 

‘‘(C) with respect to which depreciation (or 
amortization in lieu of depreciation) is al-
lowable, and 

‘‘(D) which meets the performance and 
quality standards, and the certification re-
quirements (if any), which— 

‘‘(i) have been prescribed by the Secretary 
by regulations (after consultation with the 
Secretary of Energy or the Administrator of 
the Environmental Protection Agency, as 
appropriate), 

‘‘(ii) in the case of the energy efficiency 
ratio (EER) for central air conditioners and 
electric heat pumps— 

‘‘(I) require measurements to be based on 
published data which is tested by manufac-
turers at 95 degrees Fahrenheit, and 

‘‘(II) may be based on the certified data of 
the Air Conditioning and Refrigeration Insti-
tute that are prepared in partnership with 
the Consortium for Energy Efficiency, 

‘‘(iii) in the case of geothermal heat 
pumps— 

‘‘(I) shall be based on testing under the 
conditions of ARI/ISO Standard 13256–1 for 
Water Source Heat Pumps or ARI 870 for Di-
rect Expansion GeoExchange Heat Pumps 
(DX), as appropriate, and 

‘‘(II) shall include evidence that water 
heating services have been provided through 
a desuperheater or integrated water heating 
system connected to the storage water heat-
er tank, and 

‘‘(iv) are in effect at the time of the acqui-
sition of the property, or at the time of the 
completion of the construction, reconstruc-
tion, or erection of the property, as the case 
may be. 

‘‘(2) EXCEPTION.—Such term shall not in-
clude any property which is public utility 
property (as defined in section 46(f)(5) as in 
effect on the day before the date of the en-
actment of the Revenue Reconciliation Act 
of 1990). 

‘‘(d) DEFINITIONS RELATING TO TYPES OF 
ENERGY PROPERTY.—For purposes of this sec-
tion— 

‘‘(1) ENERGY-EFFICIENT BUILDING PROP-
ERTY.—The term ‘energy-efficient building 
property’ means— 

‘‘(A) an electric heat pump water heater 
which yields an energy factor of at least 2.0 
in the standard Department of Energy test 
procedure, 

‘‘(B) an electric heat pump which has a 
heating seasonal performance factor (HSPF) 
of at least 9, a seasonal energy efficiency 
ratio (SEER) of at least 15, and an energy ef-
ficiency ratio (EER) of at least 13, 

‘‘(C) a geothermal heat pump which— 
‘‘(i) in the case of a closed loop product, 

has an energy efficiency ratio (EER) of at 
least 14.1 and a heating coefficient of per-
formance (COP) of at least 3.3, 

‘‘(ii) in the case of an open loop product, 
has an energy efficiency ratio (EER) of at 
least 16.2 and a heating coefficient of per-
formance (COP) of at least 3.6, and 

‘‘(iii) in the case of a direct expansion (DX) 
product, has an energy efficiency ratio (EER) 
of at least 15 and a heating coefficient of per-
formance (COP) of at least 3.5, 

‘‘(D) a central air conditioner which has a 
seasonal energy efficiency ratio (SEER) of at 
least 15 and an energy efficiency ratio (EER) 
of at least 13, and 

‘‘(E) a natural gas, propane, or oil water 
heater which has an energy factor of at least 
0.80. 

‘‘(2) QUALIFIED NATURAL GAS, PROPANE, OR 
OIL FURNACE OR HOT WATER BOILER.—The 
term ‘qualified natural gas, propane, or oil 
furnace or hot water boiler’ means a natural 
gas, propane, or oil furnace or hot water 
boiler which achieves an annual fuel utiliza-
tion efficiency rate of not less than 95. 

‘‘(3) ADVANCED MAIN AIR CIRCULATING FAN.— 
The term ‘advanced main air circulating fan’ 
means a fan used in a natural gas, propane, 
or oil furnace originally placed in service by 
the taxpayer during the taxable year and 

which has an annual electricity use of no 
more than 2 percent of the total annual en-
ergy use of the furnace (as determined in the 
standard Department of Energy test proce-
dures). 

‘‘(e) ENERGY EFFICIENT RESIDENTIAL RENT-
AL BUILDING PROPERTY DEDUCTION.— 

‘‘(1) DEDUCTION ALLOWED.—For purposes of 
subsection (a)— 

‘‘(A) IN GENERAL.—The energy efficient res-
idential rental building property deduction 
determined under this subsection is an 
amount equal to energy efficient residential 
rental building property expenditures made 
by a taxpayer for the taxable year. 

‘‘(B) MAXIMUM AMOUNT OF DEDUCTION.—The 
amount of energy efficient residential rental 
building property expenditures taken into 
account under subparagraph (A) with respect 
to each dwelling unit shall not exceed— 

‘‘(i) $6,000 in the case of a percentage re-
duction of 50 percent or more as determined 
under paragraph (2)(B)(ii), and 

‘‘(ii) $12,000 times the percentage reduction 
in the case of a percentage reduction which 
is less than 50 percent as determined under 
paragraph (2)(B)(ii). 

‘‘(C) YEAR DEDUCTION ALLOWED.—The de-
duction under subparagraph (A) shall be al-
lowed in the taxable year in which the con-
struction, reconstruction, erection, or reha-
bilitation of the property is completed. 

‘‘(2) ENERGY EFFICIENT RESIDENTIAL RENTAL 
BUILDING PROPERTY EXPENDITURES.—For pur-
poses of this subsection— 

‘‘(A) IN GENERAL.—The term ‘energy effi-
cient residential rental building property ex-
penditures’ means an amount paid or in-
curred for energy efficient residential rental 
building property— 

‘‘(i) in connection with construction, re-
construction, erection, or rehabilitation of 
residential rental property (as defined in sec-
tion 168(e)(2)(A)) other than property for 
which a deduction is allowable under section 
179D, 

‘‘(ii) for which depreciation is allowable 
under section 167, 

‘‘(iii) which is located in the United States, 
and 

‘‘(iv) the construction, reconstruction, 
erection, or rehabilitation of which is com-
pleted by the taxpayer. 

Such term includes expenditures for labor 
costs properly allocable to the onsite prepa-
ration, assembly, or original installation of 
the property. 

‘‘(B) ENERGY EFFICIENT RESIDENTIAL RENT-
AL BUILDING PROPERTY.— 

‘‘(i) IN GENERAL.—The term ‘energy effi-
cient residential rental building property’ 
means any property which, individually or in 
combination with other property, reduces 
total annual energy and power costs with re-
spect to heating and cooling of the building 
by 20 percent or more when compared to— 

‘‘(I) in the case of an existing building, the 
original condition of the building, and 

‘‘(II) in the case of a new building, the 
standards for residential buildings of the 
same type which are built in compliance 
with the applicable building construction 
codes. 

‘‘(ii) PROCEDURES.— 
‘‘(I) IN GENERAL.—For purposes of clause 

(i), energy usage and costs shall be dem-
onstrated by performance-based compliance 
in accordance with the requirements of 
clause (iv). 

‘‘(II) COMPUTER SOFTWARE.—Computer soft-
ware shall be used in support of performance- 
based compliance under subclause (I) and 
such software shall meet all of the proce-
dures and methods for calculating energy 
savings reductions which are promulgated by 
the Secretary of Energy. Such regulations on 
the specifications for software and 
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verification protocols shall be based on the 
2005 California Residential Alternative Cal-
culation Method Approval Manual. 

‘‘(III) CALCULATION REQUIREMENTS.—In cal-
culating tradeoffs and energy performance, 
the regulations prescribed under this clause 
shall prescribe for the taxable year the costs 
per unit of energy and power, such as kilo-
watt hour, kilowatt, gallon of fuel oil, and 
cubic foot or Btu of natural gas, which may 
be dependent on time of usage. If a State has 
developed annual energy usage and cost cal-
culation procedures based on time of usage 
costs for use in the performance standards of 
the State’s building energy code prior to the 
effective date of this section, the State may 
use those annual energy usage and cost cal-
culation procedures in lieu of those adopted 
by the Secretary. 

‘‘(IV) APPROVAL OF SOFTWARE SUBMIS-
SIONS.—The Secretary shall approve software 
submissions which comply with the require-
ments of subclause (II). 

‘‘(V) PROCEDURES FOR INSPECTION AND TEST-
ING OF HOMES.—The Secretary shall ensure 
that procedures for the inspection and test-
ing for compliance comply with the calcula-
tion requirements under subclause (III) of 
this clause and clause (iv). 

‘‘(iii) DETERMINATIONS OF COMPLIANCE.—A 
determination of compliance with respect to 
energy efficient residential rental building 
property made for the purposes of this sub-
paragraph shall be filed with the Secretary 
not later than 1 year after the date of such 
determination and shall include the TIN of 
the certifier, the address of the building in 
compliance, and the identity of the person 
for whom such determination was performed. 
Determinations of compliance filed with the 
Secretary shall be available for inspection 
by the Secretary of Energy. 

‘‘(iv) COMPLIANCE.— 
‘‘(I) IN GENERAL.—The Secretary, after con-

sultation with the Secretary of Energy, shall 
establish requirements for certification and 
compliance procedures after examining the 
requirements for energy consultants and 
home energy ratings providers specified by 
the Mortgage Industry National Home En-
ergy Rating Standards. 

‘‘(II) INDIVIDUALS QUALIFIED TO DETERMINE 
COMPLIANCE.—The determination of compli-
ance may be provided by a local building reg-
ulatory authority, a utility, a manufactured 
home production inspection primary inspec-
tion agency (IPIA), or an accredited home 
energy rating system provider. All providers 
shall be accredited, or otherwise authorized 
to use approved energy performance meas-
urement methods, by the Residential Energy 
Services Network (RESNET). 

‘‘(C) ALLOCATION OF DEDUCTION FOR PUBLIC 
PROPERTY.—In the case of energy efficient 
residential rental building property which is 
property owned by a Federal, State, or local 
government or a political subdivision there-
of, the Secretary shall promulgate a regula-
tion to allow the allocation of the deduction 
to the person primarily responsible for de-
signing the improvements to the property in 
lieu of the owner of such property. Such per-
son shall be treated as the taxpayer for pur-
poses of this subsection. 

‘‘(f) BASIS REDUCTION.—For purposes of this 
subtitle, if a deduction is allowed under this 
section with respect to any property, the 
basis of such property shall be reduced by 
the amount of the deduction so allowed. 

‘‘(g) REGULATIONS.—The Secretary shall 
promulgate such regulations as necessary to 
take into account new technologies regard-
ing energy efficiency and renewable energy 
for purposes of determining energy efficiency 
and savings under this section. 

‘‘(h) TERMINATION.—This section shall not 
apply with respect to any property placed in 
service after December 31, 2008.’’. 

(b) CONFORMING AMENDMENT.—Section 
1016(a), as amended by this Act, is amended 
by striking ‘‘and’’ at the end of paragraph 
(32), by striking the period at the end of 
paragraph (33) and inserting ‘‘, and’’, and by 
inserting the following new paragraph: 

‘‘(34) for amounts allowed as a deduction 
under section 200(a).’’. 

(c) CLERICAL AMENDMENT.—The table of 
sections for part VI of subchapter B of chap-
ter 1 is amended by adding at the end the fol-
lowing new item: 

‘‘Sec. 200. Energy property deduction.’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to property 
placed in service after the date of the enact-
ment of this Act. 
SEC. 1524. CREDIT FOR CERTAIN NONBUSINESS 

ENERGY PROPERTY. 
(a) IN GENERAL.—Subpart A of part IV of 

subchapter A of chapter 1 (relating to non-
refundable personal credits) is amended by 
inserting after section 25B the following new 
section: 
‘‘SEC. 25C. NONBUSINESS ENERGY PROPERTY. 

‘‘(a) ALLOWANCE OF CREDIT.— 
‘‘(1) IN GENERAL.—In the case of an indi-

vidual, there shall be allowed as a credit 
against the tax imposed by this chapter for 
the taxable year an amount equal to the 
greater of— 

‘‘(A) the amount of residential energy 
property expenditures made by the taxpayer 
during such taxable year, or 

‘‘(B) the amount specified in paragraph (2) 
for any building owned by the taxpayer 
which is certified as a highly energy-effi-
cient principal residence during such taxable 
year. 

‘‘(2) CREDIT AMOUNT.—For purposes of para-
graph (1)(B), the credit amount with respect 
to a highly energy-efficient principal resi-
dence is— 

‘‘(A) $2,000 in the case of a percentage re-
duction of 50 percent or more as determined 
under subsection (c)(4)(C), and 

‘‘(B) $4,000 times the percentage reduction 
in the case of a percentage reduction which 
is 20 percent or more but less than 50 percent 
as determined under subsection (c)(4)(C). 

‘‘(b) LIMITATION.—The amount of the credit 
allowed under this section by reason of sub-
section (a)(1)(A) shall not exceed— 

‘‘(1) $50 for any advanced main air circu-
lating fan, 

‘‘(2) $150 for any qualified natural gas, pro-
pane, or oil furnace or hot water boiler, and 

‘‘(2) $300 for any item of energy efficient 
property. 

‘‘(c) DEFINITIONS AND SPECIAL RULES.—For 
purposes of this section— 

‘‘(1) RESIDENTIAL ENERGY PROPERTY EX-
PENDITURES.—The term ‘residential energy 
property expenditures’ means expenditures 
made by the taxpayer for qualified energy 
property installed on or in connection with a 
dwelling unit which— 

‘‘(A) is located in the United States, and 
‘‘(B) is used as a principal residence. 

Such term includes expenditures for labor 
costs properly allocable to the onsite prepa-
ration, assembly, or original installation of 
the property. 

‘‘(2) QUALIFIED ENERGY PROPERTY.— 
‘‘(A) IN GENERAL.—The term ‘qualified en-

ergy property’ means— 
‘‘(i) energy-efficient building property, 
‘‘(ii) a qualified natural gas, propane, or oil 

furnace or hot water boiler, or 
‘‘(iii) an advanced main air circulating fan. 
‘‘(B) REQUIRED STANDARDS.—Property de-

scribed under subparagraph (A) shall meet 
the performance and quality standards and 
certification standards of section 
200(c)(1)(D). 

‘‘(3) ENERGY-EFFICIENT BUILDING PROPERTY; 
QUALIFIED NATURAL GAS, PROPANE, OR OIL 

FURNACE OR HOT WATER BOILER; ADVANCED 
MAIN AIR CIRCULATING FAN.—The terms ‘en-
ergy-efficient building property’, ‘qualified 
natural gas, propane, or oil furnace or hot 
water boiler’, and ‘advanced main air circu-
lating fan’ have the meanings given such 
terms in section 200. 

‘‘(4) HIGHLY ENERGY-EFFICIENT PRINCIPAL 
RESIDENCE.— 

‘‘(A) IN GENERAL.—A building is a highly 
energy-efficient principal residence if— 

‘‘(i) such building is located in the United 
States, 

‘‘(ii) the building is used as a principal res-
idence, 

‘‘(iii) in the case of a new building, the 
building is not acquired from an eligible con-
tractor (within the meaning of section 
45K(b)(1)), and 

‘‘(iv) the building is certified in accordance 
with subparagraph (D) as meeting the re-
quirements of subparagraph (C). 

‘‘(B) PRINCIPAL RESIDENCE.— 
‘‘(i) IN GENERAL.—The term ‘principal resi-

dence’ has the same meaning as when used in 
section 121, except that— 

‘‘(I) no ownership requirement shall be im-
posed, and 

‘‘(II) the period for which a building is 
treated as used as a principal residence shall 
also include the 60-day period ending on the 
1st day on which it would (but for this sub-
paragraph) first be treated as used as a prin-
cipal residence. 

‘‘(ii) MANUFACTURED HOUSING.—The term 
‘residence’ shall include a dwelling unit 
which is a manufactured home conforming to 
Federal Manufactured Home Construction 
and Safety Standards (24 C.F.R. 3280). 

‘‘(C) REQUIREMENTS.—The requirements of 
this subparagraph are met if the projected 
heating and cooling energy usage of the 
building, measured in terms of average an-
nual energy cost to taxpayer, is reduced by 
20 percent or more in comparison to— 

‘‘(i) in the case of an existing building, the 
original condition of the building, and 

‘‘(ii) in the case of a new building, a com-
parable building— 

‘‘(I) which is constructed in accordance 
with the standards of chapter 4 of the 2003 
International Energy Conservation Code, as 
such Code (including supplements) is in ef-
fect on the date of the enactment of this sec-
tion, and 

‘‘(II) for which the heating and cooling 
equipment efficiencies correspond to the 
minimum allowed under the regulations es-
tablished by the Department of Energy pur-
suant to the National Appliance Energy Con-
servation Act of 1987 and in effect at the 
time of construction. 

‘‘(D) CERTIFICATION PROCEDURES.— 
‘‘(i) IN GENERAL.—For purposes of subpara-

graph (A)(iv), energy usage shall be dem-
onstrated by performance-based compliance 
in accordance with the requirements of sub-
section (d)(2). 

‘‘(ii) COMPUTER SOFTWARE.—Computer soft-
ware shall be used in support of performance- 
based compliance under clause (i) and such 
software shall meet all of the procedures and 
methods for calculating energy savings re-
ductions which are promulgated by the Sec-
retary of Energy. Such regulations on the 
specifications for software and verification 
protocols shall be based on the 2005 Cali-
fornia Residential Alternative Calculation 
Method Approval Manual. 

‘‘(iii) CALCULATION REQUIREMENTS.—In cal-
culating tradeoffs and energy performance, 
the regulations shall prescribe the costs per 
unit of energy and power, such as kilowatt 
hour, kilowatt, gallon of fuel oil, and cubic 
foot or Btu of natural gas, which may be de-
pendent on time of usage. If a State has de-
veloped annual energy usage and cost cal-
culation procedures based on time of usage 
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costs for use in the performance standards of 
the State’s building energy code before the 
effective date of this section, the State may 
use those annual energy usage and cost cal-
culation procedures in lieu of those adopted 
by the Secretary. 

‘‘(iv) APPROVAL OF SOFTWARE SUBMIS-
SIONS.—The Secretary shall approve software 
submissions which comply with the calcula-
tion requirements of clause (ii). 

‘‘(v) PROCEDURES FOR INSPECTION AND TEST-
ING OF DWELLING UNITS.—The Secretary shall 
ensure that procedures for the inspection 
and testing for compliance comply with the 
calculation requirements under clause (iii) 
and subsection (d)(2). 

‘‘(d) SPECIAL RULES.—For purposes of this 
section— 

‘‘(1) DETERMINATIONS OF COMPLIANCE.—A 
determination of compliance made for the 
purposes of this section shall be filed with 
the Secretary within 1 year of the date of 
such determination and shall include the 
TIN of the certifier, the address of the build-
ing in compliance, and the identity of the 
person for whom such determination was 
performed. Determinations of compliance 
filed with the Secretary shall be available 
for inspection by the Secretary of Energy. 

‘‘(2) COMPLIANCE.— 
‘‘(A) IN GENERAL.—The Secretary, after 

consultation with the Secretary of Energy, 
shall establish requirements for certification 
and compliance procedures after examining 
the requirements for energy consultants and 
home energy ratings providers specified by 
the Mortgage Industry National Home En-
ergy Rating Standards. 

‘‘(B) INDIVIDUALS QUALIFIED TO DETERMINE 
COMPLIANCE.—The determination of compli-
ance may be provided by a local building reg-
ulatory authority, a utility, a manufactured 
home production inspection primary inspec-
tion agency (IPIA), or an accredited home 
energy rating system provider. All providers 
shall be accredited, or otherwise authorized 
to use approved energy performance meas-
urement methods, by the Residential Energy 
Services Network (RESNET). 

‘‘(3) DOLLAR AMOUNTS IN CASE OF JOINT OC-
CUPANCY.—In the case of any dwelling unit 
which is jointly occupied and used during 
any calendar year as a principal residence by 
2 or more individuals, the following rules 
shall apply: 

‘‘(A) The amount of the credit allowable 
under subsection (a) by reason of expendi-
tures made during such calendar year by any 
of such individuals with respect to such 
dwelling unit shall be determined by treat-
ing all of such individuals as 1 taxpayer 
whose taxable year is such calendar year. 

‘‘(B) There shall be allowable with respect 
to such expenditures to each of such individ-
uals, a credit under subsection (a) for the 
taxable year in which such calendar year 
ends in an amount which bears the same 
ratio to the amount determined under sub-
paragraph (A) as the amount of such expend-
itures made by such individual during such 
calendar year bears to the aggregate of such 
expenditures made by all of such individuals 
during such calendar year. 

‘‘(4) TENANT-STOCKHOLDER IN COOPERATIVE 
HOUSING CORPORATION.—In the case of an in-
dividual who is a tenant-stockholder (as de-
fined in section 216) in a cooperative housing 
corporation (as defined in such section), such 
individual shall be treated as having made 
his tenant-stockholder’s proportionate share 
(as defined in section 216(b)(3)) of any ex-
penditures of such corporation and such 
credit shall be allocated pro rata to such in-
dividual. 

‘‘(5) CONDOMINIUMS.— 
‘‘(A) IN GENERAL.—In the case of an indi-

vidual who is a member of a condominium 
management association with respect to a 

condominium which he owns, such individual 
shall be treated as having made his propor-
tionate share of any expenditures of such as-
sociation and any credit shall be allocated 
appropriately. 

‘‘(B) CONDOMINIUM MANAGEMENT ASSOCIA-
TION.—For purposes of this paragraph, the 
term ‘condominium management associa-
tion’ means an organization which meets the 
requirements of paragraph (1) of section 
528(c) (other than subparagraph (E) thereof) 
with respect to a condominium project sub-
stantially all of the units of which are used 
as principal residences. 

‘‘(6) JOINT OWNERSHIP OF ENERGY ITEMS.— 
‘‘(A) IN GENERAL.—Any expenditure other-

wise qualifying as an expenditure under this 
section shall not be treated as failing to so 
qualify merely because such expenditure was 
made with respect to 2 or more dwelling 
units. 

‘‘(B) LIMITS APPLIED SEPARATELY.—In the 
case of any expenditure described in subpara-
graph (A), the amount of the credit allowable 
under subsection (a) shall (subject to para-
graph (1)) be computed separately with re-
spect to the amount of the expenditure made 
for each dwelling unit. 

‘‘(7) ALLOCATION IN CERTAIN CASES.—If less 
than 80 percent of the use of an item is for 
nonbusiness purposes, only that portion of 
the expenditures for such item which is prop-
erly allocable to use for nonbusiness pur-
poses shall be taken into account. 

‘‘(8) YEAR CREDIT ALLOWED.—The credit 
under subsection (a)(2) shall be allowed in 
the taxable year in which the percentage re-
duction with respect to the principal resi-
dence is certified. 

‘‘(9) WHEN EXPENDITURE MADE; AMOUNT OF 
EXPENDITURE.— 

‘‘(A) IN GENERAL.—Except as provided in 
subparagraph (B), an expenditure with re-
spect to an item shall be treated as made 
when the original installation of the item is 
completed. 

‘‘(B) EXPENDITURES PART OF BUILDING CON-
STRUCTION.—In the case of an expenditure in 
connection with the construction of a struc-
ture, such expenditure shall be treated as 
made when the original use of the con-
structed structure by the taxpayer begins. 

‘‘(10) PROPERTY FINANCED BY SUBSIDIZED EN-
ERGY FINANCING.— 

‘‘(A) REDUCTION OF EXPENDITURES.— 
‘‘(i) IN GENERAL.—Except as provided in 

subparagraph (C), for purposes of deter-
mining the amount of expenditures made by 
any individual with respect to any dwelling 
unit, there shall not be taken into account 
expenditures which are made from subsidized 
energy financing. 

‘‘(ii) SUBSIDIZED ENERGY FINANCING.—For 
purposes of clause (i), the term ‘subsidized 
energy financing’ has the same meaning 
given such term in section 48(a)(4)(C). 

‘‘(B) DOLLAR LIMITS REDUCED.—The dollar 
amounts in subsection (b)(3) with respect to 
each property purchased for such dwelling 
unit for any taxable year of such taxpayer 
shall be reduced proportionately by an 
amount equal to the sum of— 

‘‘(i) the amount of the expenditures made 
by the taxpayer during such taxable year 
with respect to such dwelling unit and not 
taken into account by reason of subpara-
graph (A), and 

‘‘(ii) the amount of any Federal, State, or 
local grant received by the taxpayer during 
such taxable year which is used to make res-
idential energy property expenditures with 
respect to the dwelling unit and is not in-
cluded in the gross income of such taxpayer. 

‘‘(C) EXCEPTION FOR STATE PROGRAMS.— 
Subparagraphs (A) and (B) shall not apply to 
expenditures made with respect to property 
for which the taxpayer has received a loan, 

State tax credit, or grant under any State 
energy program. 

‘‘(11) COORDINATION WITH SECTION 25D.—In 
any case in which a credit under section 25D 
has been allowed with respect to property in 
connection with a building for which a credit 
is allowable under this section by reason of 
subsection (a)(1)(B)— 

‘‘(A) for purposes of subsection (c)(4)(C), 
the average annual energy cost with respect 
to heating and cooling of— 

‘‘(i) for purposes of subsection (c)(4)(C)(i), 
the original condition of the building, and 

‘‘(ii) for purposes of subsection (c)(4)(C)(ii), 
the comparable building, 
shall be determined assuming such building 
contains the property for which such credit 
has been allowed, and 

‘‘(B) any cost of such property taken into 
account under such section shall not be 
taken into account under this section. 

‘‘(e) BASIS ADJUSTMENTS.—For purposes of 
this subtitle, if a credit is allowed under this 
section for any expenditure with respect to 
any property, the increase in the basis of 
such property which would (but for this sub-
section) result from such expenditure shall 
be reduced by the amount of the credit so al-
lowed. 

‘‘(f) REGULATIONS.—The Secretary shall 
promulgate such regulations as necessary to 
take into account new technologies regard-
ing energy efficiency and renewable energy 
for purposes of determining energy efficiency 
and savings under this section. 

‘‘(g) TERMINATION.—This section shall not 
apply with respect to any property placed in 
service after December 31, 2008.’’. 

(b) CONFORMING AMENDMENTS.— 
(1) Subsection (a) of section 1016, as amend-

ed by this Act, is amended by striking ‘‘and’’ 
at the end of paragraph (33), by striking the 
period at the end of paragraph (34) and in-
serting ‘‘, and’’, and by adding at the end the 
following new paragraph: 

‘‘(35) to the extent provided in section 
25C(e), in the case of amounts with respect to 
which a credit has been allowed under sec-
tion 25C.’’. 

(2) The table of sections for subpart A of 
part IV of subchapter A of chapter 1 is 
amended by inserting after the item relating 
to section 25B the following new item: 

‘‘Sec. 25C. Nonbusiness energy property.’’. 

(c) EFFECTIVE DATES.—The amendments 
made by this section shall apply to property 
placed in service after December 31, 2005. 
SEC. 1525. ENERGY CREDIT FOR COMBINED HEAT 

AND POWER SYSTEM PROPERTY. 
(a) IN GENERAL.—Section 48(a)(3)(A) (defin-

ing energy property) is by striking ‘‘or’’ at 
the end of clause (i), by inserting ‘‘or’’ at the 
end of clause (ii), and by adding at the end 
the following new clause: 

‘‘(iii) combined heat and power system 
property,’’. 

(b) COMBINED HEAT AND POWER SYSTEM 
PROPERTY.—Section 48 (relating to energy 
credit; reforestation credit) is amended by 
adding at the end the following new sub-
section: 

‘‘(c) COMBINED HEAT AND POWER SYSTEM 
PROPERTY.—For purposes of subsection 
(a)(3)(A)(iii)— 

‘‘(1) COMBINED HEAT AND POWER SYSTEM 
PROPERTY.—The term ‘combined heat and 
power system property’ means property com-
prising a system— 

‘‘(A) which 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 en-
ergy (including heating and cooling applica-
tions), 

‘‘(B) which has an electrical capacity of 
not more than 15 megawatts or a mechanical 
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energy capacity of not more than 2,000 horse-
power or an equivalent combination of elec-
trical and mechanical energy capacities, 

‘‘(C) which produces— 
‘‘(i) at least 20 percent of its total useful 

energy in the form of thermal energy which 
is not used to produce electrical or mechan-
ical power (or combination thereof), and 

‘‘(ii) at least 20 percent of its total useful 
energy in the form of electrical or mechan-
ical power (or combination thereof), 

‘‘(D) the energy efficiency percentage of 
which exceeds 60 percent, and 

‘‘(E) which is placed in service before Janu-
ary 1, 2008. 

‘‘(2) SPECIAL RULES.— 
‘‘(A) ENERGY EFFICIENCY PERCENTAGE.—For 

purposes of this subsection, the energy effi-
ciency percentage of a system is the frac-
tion— 

‘‘(i) the numerator of which is the total 
useful electrical, thermal, and mechanical 
power produced by the system at normal op-
erating rates, and expected to be consumed 
in its normal application, and 

‘‘(ii) the denominator of which is the lower 
heating value of the fuel sources for the sys-
tem. 

‘‘(B) DETERMINATIONS MADE ON BTU BASIS.— 
The energy efficiency percentage and the 
percentages under paragraph (1)(C) shall be 
determined on a Btu basis. 

‘‘(C) INPUT AND OUTPUT PROPERTY NOT IN-
CLUDED.—The term ‘combined heat and 
power system property’ does not include 
property used to transport the energy source 
to the facility or to distribute energy pro-
duced by the facility. 

‘‘(D) CERTAIN EXCEPTION NOT TO APPLY.— 
The first sentence of the matter in sub-
section (a)(3) which follows subparagraph (D) 
thereof shall not apply to combined heat and 
power system property. 

‘‘(3) SYSTEMS USING BAGASSE.—If a system 
is designed to use bagasse for at least 90 per-
cent of the energy source— 

‘‘(A) paragraph (1)(D) shall not apply, but 
‘‘(B) the amount of credit determined 

under subsection (a) with respect to such 
system shall not exceed the amount which 
bears the same ratio to such amount of cred-
it (determined without regard to this para-
graph) as the energy efficiency percentage of 
such system bears to 60 percent.’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to periods 
after the date of the enactment of this Act, 
in taxable years ending after such date, 
under rules similar to the rules of section 
48(m) of the Internal Revenue Code of 1986 
(as in effect on the day before the date of the 
enactment of the Revenue Reconciliation 
Act of 1990). 
SEC. 1526. CREDIT FOR ENERGY EFFICIENT AP-

PLIANCES. 
(a) IN GENERAL.—Subpart D of part IV of 

subchapter A of chapter 1 (relating to busi-
ness-related credits), as amended by this 
Act, is amended by adding at the end the fol-
lowing new section: 
‘‘SEC. 45L. ENERGY EFFICIENT APPLIANCE CRED-

IT. 
‘‘(a) GENERAL RULE.— 
‘‘(1) IN GENERAL.—For purposes of section 

38, the energy efficient appliance credit de-
termined under this section for any taxable 
year is an amount equal to the sum of the 
credit amounts determined under paragraph 
(2) for each type of qualified energy efficient 
appliance produced by the taxpayer during 
the calendar year ending with or within the 
taxable year. 

‘‘(2) CREDIT AMOUNTS.—The credit amount 
determined for any type of qualified energy 
efficient appliance is— 

‘‘(A) the applicable amount determined 
under subsection (b) with respect to such 
type, multiplied by 

‘‘(B) the eligible production for such type. 
‘‘(b) APPLICABLE AMOUNT.— 
‘‘(1) IN GENERAL.—For purposes of sub-

section (a)— 
‘‘(A) DISHWASHERS.—The applicable 

amount is the energy savings amount in the 
case of a dishwasher which— 

‘‘(i) is manufactured in calendar year 2006 
or 2007, and 

‘‘(ii) meets the requirements of the Energy 
Star program which are in effect for dish-
washers in 2007. 

‘‘(B) CLOTHES WASHERS.—The applicable 
amount is— 

‘‘(i) $50, in the case of a clothes washer 
which— 

‘‘(I) is manufactured in calendar year 2005, 
and 

‘‘(II) has an MEF of at least 1.42, 
‘‘(ii) $100, in the case of a clothes washer 

which— 
‘‘(I) is manufactured in calendar year 2005, 

2006, or 2007, and 
‘‘(II) meets the requirements of the Energy 

Star program which are in effect for clothes 
washers in 2007, and 

‘‘(iii) the energy and water savings 
amount, in the case of a clothes washer 
which— 

‘‘(I) is manufactured in calendar year 2008, 
2009, or 2010, and 

‘‘(II) meets the requirements of the Energy 
Star program which are in effect for clothes 
washers in 2010. 

‘‘(C) REFRIGERATORS.— 
‘‘(i) 15 PERCENT SAVINGS.—The applicable 

amount is $75 in the case of a refrigerator 
which— 

‘‘(I) is manufactured in calendar year 2005 
or 2006, and 

‘‘(II) consumes at least 15 percent but not 
more than 20 percent less kilowatt hours per 
year than the 2001 energy conservation 
standard. 

‘‘(ii) 20 PERCENT SAVINGS.—In the case of a 
refrigerator which consumes at least 20 per-
cent but not more than 25 percent less kilo-
watt hours per year than the 2001 energy 
conservation standards, the applicable 
amount is— 

‘‘(I) $125 for a refrigerator which is manu-
factured in calendar year 2005, 2006, or 2007, 
and 

‘‘(II) $100 for a refrigerator which is manu-
factured in calendar year 2008. 

‘‘(iii) 25 PERCENT SAVINGS.—In the case of a 
refrigerator which consumes at least 25 per-
cent less kilowatt hours per year than the 
2001 energy conservation standards, the ap-
plicable amount is— 

‘‘(I) $175 for a refrigerator which is manu-
factured in calendar year 2005, 2006, or 2007, 
and 

‘‘(II) $150 for a refrigerator which is manu-
factured in calendar year 2008, 2009, or 2010. 

‘‘(2) ENERGY SAVINGS AMOUNT.—For pur-
poses of paragraph (1)(A)— 

‘‘(A) IN GENERAL.—The energy savings 
amount is the lesser of— 

‘‘(i) the product of— 
‘‘(I) $3, and 
‘‘(II) 100 multiplied by the energy savings 

percentage, or 
‘‘(ii) $100. 
‘‘(B) ENERGY SAVINGS PERCENTAGE.—For 

purposes of subparagraph (A), the energy 
savings percentage is the ratio of— 

‘‘(i) the EF required by the Energy Star 
program for dishwashers in 2007 minus the 
EF required by the Energy Star program for 
dishwashers in 2005, to 

‘‘(ii) the EF required by the Energy Star 
program for dishwashers in 2007. 

‘‘(3) ENERGY AND WATER SAVINGS AMOUNT.— 
For purposes of paragraph (1)(B)(iii)— 

‘‘(A) IN GENERAL.—The energy and water 
savings amount is the lesser of— 

‘‘(i) the product of— 

‘‘(I) $10, and 
‘‘(II) 100 multiplied by the energy and 

water savings percentage, or 
‘‘(ii) $200. 
‘‘(B) ENERGY AND WATER SAVINGS PERCENT-

AGE.—For purposes of subparagraph (A), the 
energy and water savings percentage is the 
average of the MEF savings percentage and 
the WF savings percentage. 

‘‘(C) MEF SAVINGS PERCENTAGE.—For pur-
poses of this paragraph, the MEF savings 
percentage is the ratio of— 

‘‘(i) the MEF required by the Energy Star 
program for clothes washers in 2010 minus 
the MEF required by the Energy Star pro-
gram for clothes washers in 2007, to 

‘‘(ii) the MEF required by the Energy Star 
program for clothes washers in 2010. 

‘‘(D) WF SAVINGS PERCENTAGE.—For pur-
poses of this paragraph, the WF savings per-
centage is the ratio of— 

‘‘(i) the WF required by the Energy Star 
program for clothes washers in 2007 minus 
the WF required by the Energy Star program 
for clothes washers in 2010, to 

‘‘(ii) the WF required by the Energy Star 
program for clothes washers in 2007. 

‘‘(c) ELIGIBLE PRODUCTION.— 
‘‘(1) IN GENERAL.—Except as provided in 

paragraphs (2) and (3), the eligible produc-
tion in a calendar year with respect to each 
type of energy efficient appliance is the ex-
cess of— 

‘‘(A) the number of appliances of such type 
which are produced by the taxpayer in the 
United States during such calendar year, 
over 

‘‘(B) the average number of appliances of 
such type which were produced by the tax-
payer (or any predecessor) in the United 
States during the preceding 3-calendar year 
period. 

‘‘(2) SPECIAL RULE FOR REFRIGERATORS.— 
The eligible production in a calendar year 
with respect to each type of refrigerator de-
scribed in subsection (b)(1)(C) is the excess 
of— 

‘‘(A) the number of appliances of such type 
which are produced by the taxpayer in the 
United States during such calendar year, 
over 

‘‘(B) 110 percent of the average number of 
appliances of such type which were produced 
by the taxpayer (or any predecessor) in the 
United States during the preceding 3-cal-
endar year period. 

‘‘(3) SPECIAL RULE FOR 2005 PRODUCTION.— 
For purposes of determining eligible produc-
tion for calendar year 2005— 

‘‘(A) only production after the date of en-
actment of this section shall be taken into 
account under paragraphs (1)(A) and (2)(A), 
and 

‘‘(B) the amount taken into account under 
paragraphs (1)(B) and (2)(B) shall be an 
amount which bears the same ratio to the 
amount which would (but for this paragraph) 
be taken into account under such paragraph 
as— 

‘‘(i) the number of days in calendar year 
2005 after the date of enactment of this sec-
tion, bears to 

‘‘(ii) 365. 
‘‘(d) TYPES OF ENERGY EFFICIENT APPLI-

ANCE.—For purposes of this section, the 
types of energy efficient appliances are— 

‘‘(1) dishwashers described in subsection 
(b)(1)(A), 

‘‘(2) clothes washers described in sub-
section (b)(1)(B)(i), 

‘‘(3) clothes washers described in sub-
section (b)(1)(B)(ii), 

‘‘(4) clothes washers described in sub-
section (b)(1)(B)(iii), 

‘‘(5) refrigerators described in subsection 
(b)(1)(C)(i), 

‘‘(6) refrigerators described in subsection 
(b)(1)(C)(ii)(I), 
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‘‘(7) refrigerators described in subsection 

(b)(1)(C)(ii)(II), 
‘‘(8) refrigerators described in subsection 

(b)(1)(C)(iii)(I), and 
‘‘(9) refrigerators described in subsection 

(b)(1)(C)(iii)(II). 
‘‘(e) LIMITATIONS.— 
‘‘(1) AGGREGATE CREDIT AMOUNT ALLOWED.— 

The aggregate amount of credit allowed 
under subsection (a) with respect to a tax-
payer for any taxable year shall not exceed 
$75,000,000 reduced by the amount of the 
credit allowed under subsection (a) to the 
taxpayer (or any predecessor) for all prior 
taxable years. 

‘‘(2) AMOUNT ALLOWED FOR CERTAIN APPLI-
ANCES.— 

‘‘(A) IN GENERAL.—In the case of appliances 
described in subparagraph (C), the aggregate 
amount of the credit allowed under sub-
section (a) with respect to a taxpayer for any 
taxable year shall not exceed $20,000,000 re-
duced by the amount of the credit allowed 
under subsection (a) to the taxpayer (or any 
predecessor) for all prior taxable years with 
respect to such appliances. 

‘‘(B) ELECTION TO INCREASE ALLOWABLE 
CREDIT.—In the case of any taxpayer who 
makes an election under this subparagraph— 

‘‘(i) subparagraph (A) shall be applied by 
substituting ‘$25,000,000’ for ‘$20,000,000’, and 

‘‘(ii) the aggregate amount of the credit al-
lowed under subsection (a) with respect to 
such taxpayer for any taxable year for appli-
ances described in subparagraph (C) and the 
additional appliances described in subpara-
graph (D) shall not exceed $50,000,000 reduced 
by the amount of the credit allowed under 
subsection (a) to the taxpayer (or any prede-
cessor) for all prior taxable years with re-
spect to such appliances. 

‘‘(C) APPLIANCES DESCRIBED.—The appli-
ances described in this subparagraph are— 

‘‘(i) clothes washers described in sub-
section (b)(1)(B)(i), and 

‘‘(ii) refrigerators described in subsection 
(b)(1)(C)(i). 

‘‘(D) ADDITIONAL APPLIANCES.—The addi-
tional appliances described in this subpara-
graph are— 

‘‘(i) refrigerators described in subsection 
(b)(1)(C)(ii)(I), and 

‘‘(ii) refrigerators described in subsection 
(b)(1)(C)(ii)(II). 

‘‘(3) LIMITATION BASED ON GROSS RE-
CEIPTS.—The credit allowed under subsection 
(a) with respect to a taxpayer for the taxable 
year shall not exceed an amount equal to 2 
percent of the average annual gross receipts 
of the taxpayer for the 3 taxable years pre-
ceding the taxable year in which the credit is 
determined. 

‘‘(4) GROSS RECEIPTS.—For purposes of this 
subsection, the rules of paragraphs (2) and (3) 
of section 448(c) shall apply. 

‘‘(f) DEFINITIONS.—For purposes of this sec-
tion— 

‘‘(1) QUALIFIED ENERGY EFFICIENT APPLI-
ANCE.—The term ‘qualified energy efficient 
appliance’ means— 

‘‘(A) any dishwasher described in sub-
section (b)(1)(A), 

‘‘(B) any clothes washer described in sub-
section (b)(1)(B), and 

‘‘(C) any refrigerator described in sub-
section (b)(1)(C). 

‘‘(2) DISHWASHER.—The term ‘dishwasher’ 
means a residential dishwasher subject to 
the energy conservation standards estab-
lished by the Department of Energy. 

‘‘(3) CLOTHES WASHER.—The term ‘clothes 
washer’ means a residential model clothes 
washer, including a residential style coin op-
erated washer. 

‘‘(4) REFRIGERATOR.—The term ‘refrig-
erator’ means a residential model automatic 
defrost refrigerator-freezer which has an in-
ternal volume of at least 16.5 cubic feet. 

‘‘(5) MEF.—The term ‘MEF’ means the 
modified energy factor established by the 
Department of Energy for compliance with 
the Federal energy conservation standards. 

‘‘(6) EF.—The term ‘EF’ means the energy 
factor established by the Department of En-
ergy for compliance with the Federal energy 
conservation standards. 

‘‘(7) WF.—The term ‘WF’ means Water Fac-
tor (as determined by the Secretary of En-
ergy). 

‘‘(8) PRODUCED.—The term ‘produced’ in-
cludes manufactured. 

‘‘(9) 2001 ENERGY CONSERVATION STAND-
ARD.—The term ‘2001 energy conservation 
standard’ means the energy conservation 
standards promulgated by the Department of 
Energy and effective July 1, 2001. 

‘‘(g) SPECIAL RULES.—For purposes of this 
section— 

‘‘(1) IN GENERAL.—Rules similar to the 
rules of subsections (c), (d), and (e) of section 
52 shall apply. 

‘‘(2) CONTROLLED GROUP.— 
‘‘(A) IN GENERAL.—All persons treated as a 

single employer under subsection (a) or (b) of 
section 52 or subsection (m) or (o) of section 
414 shall be treated as a single producer. 

‘‘(B) INCLUSION OF FOREIGN CORPORATIONS.— 
For purposes of subparagraph (A), in apply-
ing subsections (a) and (b) of section 52 to 
this section, section 1563 shall be applied 
without regard to subsection (b)(2)(C) there-
of. 

‘‘(3) VERIFICATION.—No amount shall be al-
lowed as a credit under subsection (a) with 
respect to which the taxpayer has not sub-
mitted such information or certification as 
the Secretary, in consultation with the Sec-
retary of Energy, determines necessary.’’. 

(b) CONFORMING AMENDMENT.—Section 38(b) 
(relating to general business credit), as 
amended by this Act, is amended by striking 
‘‘plus’’ at the end of paragraph (20), by strik-
ing the period at the end of paragraph (21) 
and inserting ‘‘, plus’’, and by adding at the 
end the following new paragraph: 

‘‘(22) the energy efficient appliance credit 
determined under section 45L(a).’’. 

(c) CLERICAL AMENDMENT.—The table of 
sections for subpart D of part IV of sub-
chapter A of chapter 1, as amended by this 
Act, is amended by adding at the end the fol-
lowing new item: 

‘‘Sec. 45L. Energy efficient appliance 
credit’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to appli-
ances produced after the date of the enact-
ment of this Act, in taxable years ending 
after such date. 
SEC. 1527. CREDIT FOR RESIDENTIAL ENERGY 

EFFICIENT PROPERTY. 
(a) IN GENERAL.—Subpart A of part IV of 

subchapter A of chapter 1 (relating to non-
refundable personal credits), as amended by 
this Act, is amended by inserting after sec-
tion 25C the following new section: 
‘‘SEC. 25D. RESIDENTIAL ENERGY EFFICIENT 

PROPERTY. 
‘‘(a) ALLOWANCE OF CREDIT.—In the case of 

an individual, there shall be allowed as a 
credit against the tax imposed by this chap-
ter for the taxable year an amount equal to 
the sum of— 

‘‘(1) 30 percent of the qualified photo-
voltaic property expenditures made by the 
taxpayer during such year, 

‘‘(2) 30 percent of the qualified solar water 
heating property expenditures made by the 
taxpayer during such year, 

‘‘(3) 30 percent of the qualified fuel cell 
property expenditures made by the taxpayer 
during such year, 

‘‘(b) LIMITATIONS.— 
‘‘(1) MAXIMUM CREDIT.—The credit allowed 

under subsection (a) shall not exceed— 

‘‘(A) $2,000 for property described in para-
graph (1) or (2) of subsection (d), and 

‘‘(B) $500 for each 0.5 kilowatt of capacity 
of property described in subsection (d)(4). 

‘‘(2) CERTIFICATIONS.—No credit shall be al-
lowed under this section for an item of prop-
erty unless— 

‘‘(A) in the case of solar water heating 
property, such property is certified for per-
formance by the non-profit Solar Rating Cer-
tification Corporation or a comparable enti-
ty endorsed by the government of the State 
in which such property is installed, and 

‘‘(B) in the case of a photovoltaic property 
or a fuel cell property such property meets 
appropriate fire and electric code require-
ments. 

‘‘(c) CARRYFORWARD OF UNUSED CREDIT.—If 
the credit allowable under subsection (a) ex-
ceeds the limitation imposed by section 26(a) 
for such taxable year reduced by the sum of 
the credits allowable under this subpart 
(other than this section), such excess shall 
be carried to the succeeding taxable year and 
added to the credit allowable under sub-
section (a) for such succeeding taxable year. 

‘‘(d) DEFINITIONS.—For purposes of this sec-
tion— 

‘‘(1) QUALIFIED SOLAR WATER HEATING PROP-
ERTY EXPENDITURE.—The term ‘qualified 
solar water heating property expenditure’ 
means an expenditure for property to heat 
water for use in a dwelling unit located in 
the United States and used as a residence by 
the taxpayer if at least half of the energy 
used by such property for such purpose is de-
rived from the sun. 

‘‘(2) QUALIFIED PHOTOVOLTAIC PROPERTY EX-
PENDITURE.—The term ‘qualified photo-
voltaic property expenditure’ means an ex-
penditure for property which uses solar en-
ergy to generate electricity for use in a 
dwelling unit located in the United States 
and used as a residence by the taxpayer. 

‘‘(3) SOLAR PANELS.—No expenditure relat-
ing to a solar panel or other property in-
stalled as a roof (or portion thereof) shall 
fail to be treated as property described in 
paragraph (1) or (2) solely because it con-
stitutes a structural component of the struc-
ture on which it is installed. 

‘‘(4) QUALIFIED FUEL CELL PROPERTY EX-
PENDITURE.—The term ‘qualified fuel cell 
property expenditure’ means an expenditure 
for qualified fuel cell property (as defined in 
section 48(d)(1)) installed on or in connection 
with a dwelling unit located in the United 
States and used as a principal residence 
(within the meaning of section 121) by the 
taxpayer. 

‘‘(5) LABOR COSTS.—Expenditures for labor 
costs properly allocable to the onsite prepa-
ration, assembly, or original installation of 
the property described in paragraph (1), (2), 
(4), (5), or (6) and for piping or wiring to 
interconnect such property to the dwelling 
unit shall be taken into account for purposes 
of this section. 

‘‘(6) SWIMMING POOLS, ETC., USED AS STOR-
AGE MEDIUM.—Expenditures which are prop-
erly allocable to a swimming pool, hot tub, 
or any other energy storage medium which 
has a function other than the function of 
such storage shall not be taken into account 
for purposes of this section. 

‘‘(e) SPECIAL RULES.—For purposes of this 
section— 

‘‘(1) DOLLAR AMOUNTS IN CASE OF JOINT OC-
CUPANCY.—In the case of any dwelling unit 
which is jointly occupied and used during 
any calendar year as a residence by 2 or 
more individuals the following rules shall 
apply: 

‘‘(A) The amount of the credit allowable, 
under subsection (a) by reason of expendi-
tures (as the case may be) made during such 
calendar year by any of such individuals 
with respect to such dwelling unit shall be 
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determined by treating all of such individ-
uals as 1 taxpayer whose taxable year is such 
calendar year. 

‘‘(B) There shall be allowable, with respect 
to such expenditures to each of such individ-
uals, a credit under subsection (a) for the 
taxable year in which such calendar year 
ends in an amount which bears the same 
ratio to the amount determined under sub-
paragraph (A) as the amount of such expend-
itures made by such individual during such 
calendar year bears to the aggregate of such 
expenditures made by all of such individuals 
during such calendar year. 

‘‘(2) TENANT-STOCKHOLDER IN COOPERATIVE 
HOUSING CORPORATION.—In the case of an in-
dividual who is a tenant-stockholder (as de-
fined in section 216) in a cooperative housing 
corporation (as defined in such section), such 
individual shall be treated as having made 
his tenant-stockholder’s proportionate share 
(as defined in section 216(b)(3)) of any ex-
penditures of such corporation. 

‘‘(3) CONDOMINIUMS.— 
‘‘(A) IN GENERAL.—In the case of an indi-

vidual who is a member of a condominium 
management association with respect to a 
condominium which the individual owns, 
such individual shall be treated as having 
made the individual’s proportionate share of 
any expenditures of such association. 

‘‘(B) CONDOMINIUM MANAGEMENT ASSOCIA-
TION.—For purposes of this paragraph, the 
term ‘condominium management associa-
tion’ means an organization which meets the 
requirements of paragraph (1) of section 
528(c) (other than subparagraph (E) thereof) 
with respect to a condominium project sub-
stantially all of the units of which are used 
as residences. 

‘‘(4) ALLOCATION IN CERTAIN CASES.—If less 
than 80 percent of the use of an item is for 
nonbusiness purposes, only that portion of 
the expenditures for such item which is prop-
erly allocable to use for nonbusiness pur-
poses shall be taken into account. 

‘‘(5) WHEN EXPENDITURE MADE; AMOUNT OF 
EXPENDITURE.— 

‘‘(A) IN GENERAL.—Except as provided in 
subparagraph (B), an expenditure with re-
spect to an item shall be treated as made 
when the original installation of the item is 
completed. 

‘‘(B) EXPENDITURES PART OF BUILDING CON-
STRUCTION.—In the case of an expenditure in 
connection with the construction or recon-
struction of a structure, such expenditure 
shall be treated as made when the original 
use of the constructed or reconstructed 
structure by the taxpayer begins. 

‘‘(C) AMOUNT.—The amount of any expendi-
ture shall be the cost thereof. 

‘‘(6) PROPERTY FINANCED BY SUBSIDIZED EN-
ERGY FINANCING.—For purposes of deter-
mining the amount of expenditures made by 
any individual with respect to any dwelling 
unit, there shall not be taken into account 
expenditures which are made from subsidized 
energy financing (as defined in section 
48(a)(4)(C)). 

‘‘(f) BASIS ADJUSTMENTS.—For purposes of 
this subtitle, if a credit is allowed under this 
section for any expenditure with respect to 
any property, the increase in the basis of 
such property which would (but for this sub-
section) result from such expenditure shall 
be reduced by the amount of the credit so al-
lowed. 

‘‘(g) TERMINATION.—The credit allowed 
under this section shall not apply to prop-
erty placed in service after December 31, 
2009.’’. 

(b) CONFORMING AMENDMENTS.— 
(1) Section 1016(a), as amended by this Act, 

is amended by striking ‘‘and’’ at the end of 
paragraph (34), by striking the period at the 
end of paragraph (35) and inserting ‘‘, and’’, 

and by adding at the end the following new 
paragraph: 

‘‘(36) to the extent provided in section 
25D(f), in the case of amounts with respect to 
which a credit has been allowed under sec-
tion 25D.’’. 

(2) The table of sections for subpart A of 
part IV of subchapter A of chapter 1, as 
amended by this Act, is amended by insert-
ing after the item relating to section 25C the 
following new item: 

‘‘Sec. 25D. Residential energy efficient prop-
erty.’’. 

(c) EFFECTIVE DATES.—Except as provided 
by paragraph (2), the amendments made by 
this section shall apply to property placed in 
service after December 31, 2005, in taxable 
years ending after such date. 
SEC. 1528. CREDIT FOR BUSINESS INSTALLATION 

OF QUALIFIED FUEL CELLS AND 
STATIONARY MICROTURBINE 
POWER PLANTS. 

(a) IN GENERAL.—Section 48(a)(3)(A) (defin-
ing energy property), as amended by this 
Act, is amended by striking ‘‘or’’ at the end 
of clause (ii), by adding ‘‘or’’ at the end of 
clause (iii), and by inserting after clause (iii) 
the following new clause: 

‘‘(iv) qualified fuel cell property or quali-
fied microturbine property,’’. 

(b) QUALIFIED FUEL CELL PROPERTY; QUALI-
FIED MICROTURBINE PROPERTY.—Section 48 
(relating to energy credit) is amended by 
adding at the end the following new sub-
section: 

‘‘(d) QUALIFIED FUEL CELL PROPERTY; 
QUALIFIED MICROTURBINE PROPERTY.—For 
purposes of this subsection— 

‘‘(1) QUALIFIED FUEL CELL PROPERTY.— 
‘‘(A) IN GENERAL.—The term ‘qualified fuel 

cell property’ means a fuel cell power plant 
which— 

‘‘(i) has a nameplate capacity of at least 0.5 
kilowatt of electricity using an electro-
chemical process, and 

‘‘(ii) has an electricity-only generation ef-
ficiency greater than 30 percent. 

‘‘(B) LIMITATION.—In the case of qualified 
fuel cell property placed in service during 
the taxable year, the credit otherwise deter-
mined under paragraph (1) for such year with 
respect to such property shall not exceed an 
amount equal to $500 for each 0.5 kilowatt of 
capacity of such property. 

‘‘(C) FUEL CELL POWER PLANT.—The term 
‘fuel cell power plant’ means an integrated 
system comprised of a fuel cell stack assem-
bly and associated balance of plant compo-
nents which converts a fuel into electricity 
using electrochemical means. 

‘‘(D) SPECIAL RULE.—The first sentence of 
the matter in subsection (a)(3) which follows 
subparagraph (D) thereof shall not apply to 
qualified fuel cell property which is used pre-
dominantly in the trade or business of the 
furnishing or sale of telephone service, tele-
graph service by means of domestic tele-
graph operations, or other telegraph services 
(other than international telegraph serv-
ices). 

‘‘(E) TERMINATION.—The term ‘qualified 
fuel cell property’ shall not include any 
property for any period after December 31, 
2009. 

‘‘(2) QUALIFIED MICROTURBINE PROPERTY.— 
‘‘(A) IN GENERAL.—The term ‘qualified 

microturbine property’ means a stationary 
microturbine power plant which— 

‘‘(i) has a nameplate capacity of less than 
2,000 kilowatts, and 

‘‘(ii) has an electricity-only generation ef-
ficiency of not less than 26 percent at Inter-
national Standard Organization conditions. 

‘‘(B) LIMITATION.—In the case of qualified 
microturbine property placed in service dur-
ing the taxable year, the credit otherwise de-
termined under paragraph (1) for such year 

with respect to such property shall not ex-
ceed an amount equal $200 for each kilowatt 
of capacity of such property. 

‘‘(C) STATIONARY MICROTURBINE POWER 
PLANT.—The term ‘stationary microturbine 
power plant’ means an integrated system 
comprised of a gas turbine engine, a com-
bustor, a recuperator or regenerator, a gen-
erator or alternator, and associated balance 
of plant components which converts a fuel 
into electricity and thermal energy. Such 
term also includes all secondary components 
located between the existing infrastructure 
for fuel delivery and the existing infrastruc-
ture for power distribution, including equip-
ment and controls for meeting relevant 
power standards, such as voltage, frequency, 
and power factors. 

‘‘(D) SPECIAL RULE.—The first sentence of 
the matter in subsection (a)(3) which follows 
subparagraph (D) thereof shall not apply to 
qualified microturbine property which is 
used predominantly in the trade or business 
of the furnishing or sale of telephone service, 
telegraph service by means of domestic tele-
graph operations, or other telegraph services 
(other than international telegraph serv-
ices). 

‘‘(E) TERMINATION.—The term ‘qualified 
microturbine property’ shall not include any 
property for any period after December 31, 
2008.’’. 

(c) ENERGY PERCENTAGE.—Section 
48(a)(2)(A) (relating to energy percentage) is 
amended to read as follows: 

‘‘(A) IN GENERAL.—The energy percentage 
is— 

‘‘(i) in the case of qualified fuel cell prop-
erty, 30 percent, and 

‘‘(ii) in the case of any other energy prop-
erty, 10 percent.’’. 

(d) CONFORMING AMENDMENT.— Section 
48(a)(1) is amended by inserting ‘‘except as 
provided in paragraph (1)(B) or (2)(B) of sub-
section (d),’’ before ‘‘the energy’’. 

(e) EFFECTIVE DATE.—The amendments 
made by this section shall apply to periods 
after December 31, 2005, in taxable years end-
ing after such date, under rules similar to 
the rules of section 48(m) of the Internal 
Revenue Code of 1986 (as in effect on the day 
before the date of the enactment of the Rev-
enue Reconciliation Act of 1990). 

SEC. 1529. BUSINESS SOLAR INVESTMENT TAX 
CREDIT. 

(a) INCREASE IN ENERGY PERCENTAGE.—Sec-
tion 48(a)(2)(A) (relating to energy percent-
age), as amended by this Act, is amended to 
read as follows: 

‘‘(A) IN GENERAL.—The energy percentage 
is— 

‘‘(i) in the case of energy property de-
scribed in paragraph (3)(A)(i) and qualified 
fuel cell property, 30 percent, and 

‘‘(ii) in the case of any other energy prop-
erty, 10 percent.’’. 

(b) HYBRID SOLAR LIGHTING SYSTEMS.— 
Clause (i) of section 48(a)(3)(A) is amended to 
read as follows: 

‘‘(i) equipment which uses solar energy to 
generate electricity for use in a structure, to 
heat or cool (or provide hot water for use in) 
a structure, to illuminate the inside of a 
structure using fiber-optic distributed sun-
light or to provide solar process heat, except-
ing property used to generate energy for the 
purposes of heating a swimming pool,’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to periods 
after December 31, 2005, in taxable years end-
ing after such date, and before January 1, 
2010, under rules similar to the rules of sec-
tion 48(m) of the Internal Revenue Code of 
1986 (as in effect on the day before the date 
of the enactment of the Revenue Reconcili-
ation Act of 1990). 
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Subtitle D—Alternative Motor Vehicles and 

Fuels Incentives 
SEC. 1531. ALTERNATIVE MOTOR VEHICLE CRED-

IT. 
(a) IN GENERAL.—Subpart B of part IV of 

subchapter A of chapter 1 (relating to foreign 
tax credit, etc.) is amended by adding at the 
end the following new section: 
‘‘SEC. 30B. ALTERNATIVE MOTOR VEHICLE CRED-

IT. 
‘‘(a) ALLOWANCE OF CREDIT.—There shall be 

allowed as a credit against the tax imposed 
by this chapter for the taxable year an 
amount equal to the sum of— 

‘‘(1) the new qualified fuel cell motor vehi-
cle credit determined under subsection (b), 

‘‘(2) the new qualified hybrid motor vehicle 
credit determined under subsection (c), and 

‘‘(3) the new qualified alternative fuel 
motor vehicle credit determined under sub-
section (d). 

‘‘(b) NEW QUALIFIED FUEL CELL MOTOR VE-
HICLE CREDIT.— 

‘‘(1) IN GENERAL.—For purposes of sub-
section (a), the new qualified fuel cell motor 
vehicle credit determined under this sub-
section with respect to a new qualified fuel 
cell motor vehicle placed in service by the 
taxpayer during the taxable year is— 

‘‘(A) $8,000 ($4,000 in the case of a vehicle 
placed in service after December 31, 2009), if 
such vehicle has a gross vehicle weight rat-
ing of not more than 8,500 pounds, 

‘‘(B) $10,000, if such vehicle has a gross ve-
hicle weight rating of more than 8,500 pounds 
but not more than 14,000 pounds, 

‘‘(C) $20,000, if such vehicle has a gross ve-
hicle weight rating of more than 14,000 
pounds but not more than 26,000 pounds, and 

‘‘(D) $40,000, if such vehicle has a gross ve-
hicle weight rating of more than 26,000 
pounds. 

‘‘(2) INCREASE FOR FUEL EFFICIENCY.— 
‘‘(A) IN GENERAL.—The amount determined 

under paragraph (1)(A) with respect to a new 
qualified fuel cell motor vehicle which is a 
passenger automobile or light truck shall be 
increased by— 

‘‘(i) $1,000, if such vehicle achieves at least 
150 percent but less than 175 percent of the 
2002 model year city fuel economy, 

‘‘(ii) $1,500, if such vehicle achieves at least 
175 percent but less than 200 percent of the 
2002 model year city fuel economy, 

‘‘(iii) $2,000, if such vehicle achieves at 
least 200 percent but less than 225 percent of 
the 2002 model year city fuel economy, 

‘‘(iv) $2,500, if such vehicle achieves at 
least 225 percent but less than 250 percent of 
the 2002 model year city fuel economy, 

‘‘(v) $3,000, if such vehicle achieves at least 
250 percent but less than 275 percent of the 
2002 model year city fuel economy, 

‘‘(vi) $3,500, if such vehicle achieves at 
least 275 percent but less than 300 percent of 
the 2002 model year city fuel economy, and 

‘‘(vii) $4,000, if such vehicle achieves at 
least 300 percent of the 2002 model year city 
fuel economy. 

‘‘(B) 2002 MODEL YEAR CITY FUEL ECONOMY.— 
For purposes of subparagraph (A), the 2002 
model year city fuel economy with respect to 
a vehicle shall be determined in accordance 
with the following tables: 

‘‘(i) In the case of a passenger automobile: 
‘‘If vehicle inertia 

weight class is: 
The 2002 model year 

city fuel economy 
is: 

1,500 or 1,750 lbs ............................ 45.2 mpg

‘‘If vehicle inertia 
weight class is: 

The 2002 model year 
city fuel economy 

is: 
2,000 lbs ........................................ 39.6 mpg
2,250 lbs ........................................ 35.2 mpg
2,500 lbs ........................................ 31.7 mpg
2,750 lbs ........................................ 28.8 mpg
3,000 lbs ........................................ 26.4 mpg
3,500 lbs ........................................ 22.6 mpg
4,000 lbs ........................................ 19.8 mpg
4,500 lbs ........................................ 17.6 mpg
5,000 lbs ........................................ 15.9 mpg
5,500 lbs ........................................ 14.4 mpg
6,000 lbs ........................................ 13.2 mpg
6,500 lbs ........................................ 12.2 mpg
7,000 to 8,500 lbs ............................ 11.3 mpg. 

‘‘(ii) In the case of a light truck: 

‘‘If vehicle inertia 
weight class is: 

The 2002 model year 
city fuel economy 

is: 
1,500 or 1,750 lbs ............................ 39.4 mpg
2,000 lbs ........................................ 35.2 mpg
2,250 lbs ........................................ 31.8 mpg
2,500 lbs ........................................ 29.0 mpg
2,750 lbs ........................................ 26.8 mpg
3,000 lbs ........................................ 24.9 mpg
3,500 lbs ........................................ 21.8 mpg
4,000 lbs ........................................ 19.4 mpg
4,500 lbs ........................................ 17.6 mpg
5,000 lbs ........................................ 16.1 mpg
5,500 lbs ........................................ 14.8 mpg
6,000 lbs ........................................ 13.7 mpg
6,500 lbs ........................................ 12.8 mpg
7,000 to 8,500 lbs ............................ 12.1 mpg. 

‘‘(C) VEHICLE INERTIA WEIGHT CLASS.—For 
purposes of subparagraph (B), the term ‘vehi-
cle inertia weight class’ has the same mean-
ing as when defined in regulations prescribed 
by the Administrator of the Environmental 
Protection Agency for purposes of the ad-
ministration of title II of the Clean Air Act 
(42 U.S.C. 7521 et seq.). 

‘‘(3) NEW QUALIFIED FUEL CELL MOTOR VEHI-
CLE.—For purposes of this subsection, the 
term ‘new qualified fuel cell motor vehicle’ 
means a motor vehicle— 

‘‘(A) which is propelled by power derived 
from 1 or more cells which convert chemical 
energy directly into electricity by com-
bining oxygen with hydrogen fuel which is 
stored on board the vehicle in any form and 
may or may not require reformation prior to 
use, 

‘‘(B) which, in the case of a passenger auto-
mobile or light truck, has received on or 
after the date of the enactment of this sec-
tion a certificate that such vehicle meets or 
exceeds the Bin 5 Tier II emission level es-
tablished in regulations prescribed by the 
Administrator of the Environmental Protec-
tion Agency under section 202(i) of the Clean 
Air Act for that make and model year vehi-
cle, 

‘‘(C) the original use of which commences 
with the taxpayer, 

‘‘(D) which is acquired for use or lease by 
the taxpayer and not for resale, and 

‘‘(E) which is made by a manufacturer. 
‘‘(c) NEW QUALIFIED HYBRID MOTOR VEHICLE 

CREDIT.— 
‘‘(1) IN GENERAL.—For purposes of sub-

section (a), the new qualified hybrid motor 
vehicle credit determined under this sub-
section with respect to a new qualified hy-
brid motor vehicle placed in service by the 
taxpayer during the taxable year is the cred-
it amount determined under paragraph (2) or 
(3). 

‘‘(2) CREDIT AMOUNT FOR LIGHTER VEHI-
CLES.— 

‘‘(A) IN GENERAL.—In the case of a new 
qualified hybrid motor vehicle which is a 
passenger automobile, medium duty pas-
senger vehicle, or light truck, the credit 
amount determined under this paragraph 
shall be— 

‘‘(i) $400, if such vehicle achieves at least 
125 percent but less than 150 percent of the 
2002 model year city fuel economy, 

‘‘(ii) $800, if such vehicle achieves at least 
150 percent but less than 175 percent of the 
2002 model year city fuel economy, 

‘‘(iii) $1,200, if such vehicle achieves at 
least 175 percent but less than 200 percent of 
the 2002 model year city fuel economy, 

‘‘(iv) $1,600, if such vehicle achieves at 
least 200 percent but less than 225 percent of 
the 2002 model year city fuel economy, 

‘‘(v) $2,000, if such vehicle achieves at least 
225 percent but less than 250 percent of the 
2002 model year city fuel economy, and 

‘‘(vi) $2,400, if such vehicle achieves at 
least 250 percent of the 2002 model year city 
fuel economy. 

‘‘(B) 2002 MODEL YEAR CITY FUEL ECONOMY.— 
For purposes of subparagraph (A), the 2002 
model year city fuel economy with respect to 
a vehicle shall be determined on a gasoline 
gallon equivalent basis as determined by the 
Administrator of the Environmental Protec-
tion Agency using the tables provided in sub-
section (b)(2)(B) with respect to such vehicle. 

‘‘(3) CREDIT AMOUNT FOR HEAVIER VEHI-
CLES.— 

‘‘(A) IN GENERAL.—In the case of a new 
qualified hybrid motor vehicle which is a 
heavy duty hybrid motor vehicle, the credit 
amount determined under this paragraph is 
an amount equal to the applicable percent-
age of the incremental cost of such vehicle 
placed in service by the taxpayer during the 
taxable year. 

‘‘(B) INCREMENTAL COST.—For purposes of 
this paragraph, the incremental cost of any 
heavy duty hybrid motor vehicle is equal to 
the amount of the excess of the manufactur-
er’s suggested retail price for such vehicle 
over such price for a comparable gasoline or 
diesel fuel motor vehicle of the same model, 
to the extent such amount does not exceed— 

‘‘(i) $7,500, if such vehicle has a gross vehi-
cle weight rating of more than 8,500 pounds 
but not more than 14,000 pounds, 

‘‘(ii) $15,000, if such vehicle has a gross ve-
hicle weight rating of more than 14,000 
pounds but not more than 26,000 pounds, and 

‘‘(iii) $30,000, if such vehicle has a gross ve-
hicle weight rating of more than 26,000 
pounds. 

‘‘(C) APPLICABLE PERCENTAGE.—For pur-
poses of subparagraph (A), the applicable 
percentage shall be determined in accord-
ance with the following table: 

‘‘If percent increase 
in fuel economy of 
hybrid over com-
parable vehicle is: 

The applicable 
percentage is: 

At least 30 but less than 40 
percent ........................... 20 percent. 

At least 40 but less than 50 
percent ........................... 30 percent. 

At least 50 percent ............. 40 percent. 

‘‘(4) NEW QUALIFIED HYBRID MOTOR VEHI-
CLE.—For purposes of this subsection— 
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‘‘(A) IN GENERAL.—The term ‘new qualified 

hybrid motor vehicle’ means a motor vehi-
cle— 

‘‘(i) which draws propulsion energy from 
onboard sources of stored energy which are 
both— 

‘‘(I) an internal combustion or heat engine 
using consumable fuel, and 

‘‘(II) a rechargeable energy storage system, 
‘‘(ii) which, in the case of a passenger auto-

mobile, medium duty passenger vehicle, or 
light truck— 

‘‘(I) has received a certificate that such ve-
hicle meets or exceeds the Bin 5 Tier II emis-
sion level established in regulations pre-
scribed by the Administrator of the Environ-
mental Protection Agency under section 
202(i) of the Clean Air Act for that make and 
model year vehicle, and 

‘‘(II) has a maximum available power of at 
least 5 percent, 

‘‘(iii) which, in the case of a heavy duty 
hybrid motor vehicle— 

‘‘(I) which has a gross vehicle weight rat-
ing of more than 8,500 but not more than 
14,000 pounds, has a maximum available 
power of at least 10 percent, and 

‘‘(II) which has a gross vehicle weight rat-
ing of more than 14,000 pounds, has a max-
imum available power of at least 15 percent, 

‘‘(iv) the original use of which commences 
with the taxpayer, 

‘‘(v) which is acquired for use or lease by 
the taxpayer and not for resale, and 

‘‘(vi) which is made by a manufacturer. 
‘‘(B) CONSUMABLE FUEL.—For purposes of 

subparagraph (A)(i)(I), the term ‘consumable 
fuel’ means any solid, liquid, or gaseous mat-
ter which releases energy when consumed by 
an auxiliary power unit. 

‘‘(C) MAXIMUM AVAILABLE POWER.— 
‘‘(i) PASSENGER AUTOMOBILE, MEDIUM DUTY 

PASSENGER VEHICLE, OR LIGHT TRUCK.—For 
purposes of subparagraph (A)(ii)(II), the term 
‘maximum available power’ means the max-
imum power available from the rechargeable 
energy storage system, during a standard 10 
second pulse power or equivalent test, di-
vided by such maximum power and the SAE 
net power of the heat engine. 

‘‘(ii) HEAVY DUTY HYBRID MOTOR VEHICLE.— 
For purposes of subparagraph (A)(iii), the 
term ‘maximum available power’ means the 
maximum power available from the re-
chargeable energy storage system, during a 
standard 10 second pulse power or equivalent 
test, divided by the vehicle’s total traction 
power. The term ‘total traction power’ 
means the sum of the peak power from the 
rechargeable energy storage system and the 
heat engine peak power of the vehicle, ex-
cept that if such storage system is the sole 
means by which the vehicle can be driven, 
the total traction power is the peak power of 
such storage system. 

‘‘(4) HEAVY DUTY HYBRID MOTOR VEHICLE.— 
For purposes of this subsection, the term 
‘heavy duty hybrid motor vehicle’ means a 
new qualified hybrid motor vehicle which 
has a gross vehicle weight rating of more 
than 8,500 pounds. Such term does not in-
clude a medium duty passenger vehicle. 

‘‘(d) NEW QUALIFIED ALTERNATIVE FUEL 
MOTOR VEHICLE CREDIT.— 

‘‘(1) ALLOWANCE OF CREDIT.—Except as pro-
vided in paragraph (5), the new qualified al-
ternative fuel motor vehicle credit deter-
mined under this subsection is an amount 
equal to the applicable percentage of the in-
cremental cost of any new qualified alter-
native fuel motor vehicle placed in service 
by the taxpayer during the taxable year. 

‘‘(2) APPLICABLE PERCENTAGE.—For pur-
poses of paragraph (1), the applicable per-
centage with respect to any new qualified al-
ternative fuel motor vehicle is— 

‘‘(A) 50 percent, plus 
‘‘(B) 30 percent, if such vehicle— 

‘‘(i) has received a certificate of con-
formity under the Clean Air Act and meets 
or exceeds the most stringent standard avail-
able for certification under the Clean Air Act 
for that make and model year vehicle (other 
than a zero emission standard), or 

‘‘(ii) has received an order certifying the 
vehicle as meeting the same requirements as 
vehicles which may be sold or leased in Cali-
fornia and meets or exceeds the most strin-
gent standard available for certification 
under the State laws of California (enacted 
in accordance with a waiver granted under 
section 209(b) of the Clean Air Act) for that 
make and model year vehicle (other than a 
zero emission standard). 
For purposes of the preceding sentence, in 
the case of any new qualified alternative fuel 
motor vehicle which weighs more than 14,000 
pounds gross vehicle weight rating, the most 
stringent standard available shall be such 
standard available for certification on the 
date of the enactment of the Energy Tax In-
centives Act. 

‘‘(3) INCREMENTAL COST.—For purposes of 
this subsection, the incremental cost of any 
new qualified alternative fuel motor vehicle 
is equal to the amount of the excess of the 
manufacturer’s suggested retail price for 
such vehicle over such price for a gasoline or 
diesel fuel motor vehicle of the same model, 
to the extent such amount does not exceed— 

‘‘(A) $5,000, if such vehicle has a gross vehi-
cle weight rating of not more than 8,500 
pounds, 

‘‘(B) $10,000, if such vehicle has a gross ve-
hicle weight rating of more than 8,500 pounds 
but not more than 14,000 pounds, 

‘‘(C) $25,000, if such vehicle has a gross ve-
hicle weight rating of more than 14,000 
pounds but not more than 26,000 pounds, and 

‘‘(D) $40,000, if such vehicle has a gross ve-
hicle weight rating of more than 26,000 
pounds. 

‘‘(4) NEW QUALIFIED ALTERNATIVE FUEL 
MOTOR VEHICLE.—For purposes of this sub-
section— 

‘‘(A) IN GENERAL.—The term ‘new qualified 
alternative fuel motor vehicle’ means any 
motor vehicle— 

‘‘(i) which is only capable of operating on 
an alternative fuel, 

‘‘(ii) the original use of which commences 
with the taxpayer, 

‘‘(iii) which is acquired by the taxpayer for 
use or lease, but not for resale, and 

‘‘(iv) which is made by a manufacturer. 
‘‘(B) ALTERNATIVE FUEL.—The term ‘alter-

native fuel’ means compressed natural gas, 
liquefied natural gas, liquefied petroleum 
gas, hydrogen, and any liquid at least 85 per-
cent of the volume of which consists of 
methanol. 

‘‘(5) CREDIT FOR MIXED-FUEL VEHICLES.— 
‘‘(A) IN GENERAL.—In the case of a mixed- 

fuel vehicle placed in service by the taxpayer 
during the taxable year, the credit deter-
mined under this subsection is an amount 
equal to— 

‘‘(i) in the case of a 75/25 mixed-fuel vehi-
cle, 70 percent of the credit which would 
have been allowed under this subsection if 
such vehicle was a qualified alternative fuel 
motor vehicle, and 

‘‘(ii) in the case of a 90/10 mixed-fuel vehi-
cle, 90 percent of the credit which would 
have been allowed under this subsection if 
such vehicle was a qualified alternative fuel 
motor vehicle. 

‘‘(B) MIXED-FUEL VEHICLE.—For purposes of 
this subsection, the term ‘mixed-fuel vehicle’ 
means any motor vehicle described in sub-
paragraph (C) or (D) of paragraph (3), 
which— 

‘‘(i) is certified by the manufacturer as 
being able to perform efficiently in normal 
operation on a combination of an alternative 
fuel and a petroleum-based fuel, 

‘‘(ii) either— 
‘‘(I) has received a certificate of con-

formity under the Clean Air Act, or 
‘‘(II) has received an order certifying the 

vehicle as meeting the same requirements as 
vehicles which may be sold or leased in Cali-
fornia and meets or exceeds the low emission 
vehicle standard under section 88.105–94 of 
title 40, Code of Federal Regulations, for 
that make and model year vehicle, 

‘‘(iii) the original use of which commences 
with the taxpayer, 

‘‘(iv) which is acquired by the taxpayer for 
use or lease, but not for resale, and 

‘‘(v) which is made by a manufacturer. 
‘‘(C) 75/25 MIXED-FUEL VEHICLE.—For pur-

poses of this subsection, the term ‘75/25 
mixed-fuel vehicle’ means a mixed-fuel vehi-
cle which operates using at least 75 percent 
alternative fuel and not more than 25 per-
cent petroleum-based fuel. 

‘‘(D) 90/10 MIXED-FUEL VEHICLE.—For pur-
poses of this subsection, the term ‘90/10 
mixed-fuel vehicle’ means a mixed-fuel vehi-
cle which operates using at least 90 percent 
alternative fuel and not more than 10 per-
cent petroleum-based fuel. 

‘‘(e) APPLICATION WITH OTHER CREDITS.— 
The credit allowed under subsection (a) for 
any taxable year shall not exceed the excess 
(if any) of— 

‘‘(1) the regular tax for the taxable year re-
duced by the sum of the credits allowable 
under subpart A and sections 27, 29, and 30, 
over 

‘‘(2) the tentative minimum tax for the 
taxable year. 

‘‘(f) OTHER DEFINITIONS AND SPECIAL 
RULES.—For purposes of this section— 

‘‘(1) MOTOR VEHICLE.—The term ‘motor ve-
hicle’ has the meaning given such term by 
section 30(c)(2). 

‘‘(2) CITY FUEL ECONOMY.—The city fuel 
economy with respect to any vehicle shall be 
measured in a manner which is substantially 
similar to the manner city fuel economy is 
measured in accordance with procedures 
under part 600 of subchapter Q of chapter I of 
title 40, Code of Federal Regulations, as in 
effect on the date of the enactment of this 
section. 

‘‘(3) OTHER TERMS.—The terms ‘auto-
mobile’, ‘passenger automobile’, ‘medium 
duty passenger vehicle’, ‘light truck’, and 
‘manufacturer’ have the meanings given 
such terms in regulations prescribed by the 
Administrator of the Environmental Protec-
tion Agency for purposes of the administra-
tion of title II of the Clean Air Act (42 U.S.C. 
7521 et seq.). 

‘‘(4) REDUCTION IN BASIS.—For purposes of 
this subtitle, the basis of any property for 
which a credit is allowable under subsection 
(a) shall be reduced by the amount of such 
credit so allowed (determined without regard 
to subsection (e)). 

‘‘(5) NO DOUBLE BENEFIT.—The amount of 
any deduction or other credit allowable 
under this chapter— 

‘‘(A) for any incremental cost taken into 
account in computing the amount of the 
credit determined under subsection (d) shall 
be reduced by the amount of such credit at-
tributable to such cost, and 

‘‘(B) with respect to a vehicle described 
under subsection (b) or (c), shall be reduced 
by the amount of credit allowed under sub-
section (a) for such vehicle for the taxable 
year. 

‘‘(6) PROPERTY USED BY TAX-EXEMPT ENTI-
TY.—In the case of a vehicle whose use is de-
scribed in paragraph (3) or (4) of section 50(b) 
and which is not subject to a lease, the per-
son who sold such vehicle to the person or 
entity using such vehicle shall be treated as 
the taxpayer that placed such vehicle in 
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service, but only if such person clearly dis-
closes to such person or entity in a docu-
ment the amount of any credit allowable 
under subsection (a) with respect to such ve-
hicle (determined without regard to sub-
section (e)). 

‘‘(7) PROPERTY USED OUTSIDE UNITED 
STATES, ETC., NOT QUALIFIED.—No credit shall 
be allowable under subsection (a) with re-
spect to any property referred to in section 
50(b)(1) or with respect to the portion of the 
cost of any property taken into account 
under section 179. 

‘‘(8) RECAPTURE.—The Secretary shall, by 
regulations, provide for recapturing the ben-
efit of any credit allowable under subsection 
(a) with respect to any property which ceases 
to be property eligible for such credit (in-
cluding recapture in the case of a lease pe-
riod of less than the economic life of a vehi-
cle). 

‘‘(9) ELECTION TO NOT TAKE CREDIT.—No 
credit shall be allowed under subsection (a) 
for any vehicle if the taxpayer elects to not 
have this section apply to such vehicle. 

‘‘(10) CARRYBACK AND CARRYFORWARD AL-
LOWED.— 

‘‘(A) IN GENERAL.—If the credit allowable 
under subsection (a) for a taxable year ex-
ceeds the amount of the limitation under 
subsection (e) for such taxable year (in this 
paragraph referred to as the ‘unused credit 
year’), such excess shall be a credit 
carryback to each of the 3 taxable years pre-
ceding the unused credit year and a credit 
carryforward to each of the 20 taxable years 
following the unused credit year, except that 
no excess may be carried to a taxable year 
beginning before the date of the enactment 
of this section. The preceding sentence shall 
not apply to any credit carryback if such 
credit carryback is attributable to property 
for which a deduction for depreciation is not 
allowable. 

‘‘(B) RULES.—Rules similar to the rules of 
section 39 shall apply with respect to the 
credit carryback and credit carryforward 
under subparagraph (A). 

‘‘(11) INTERACTION WITH AIR QUALITY AND 
MOTOR VEHICLE SAFETY STANDARDS.—Unless 
otherwise provided in this section, a motor 
vehicle shall not be considered eligible for a 
credit under this section unless such vehicle 
is in compliance with— 

‘‘(A) the applicable provisions of the Clean 
Air Act for the applicable make and model 
year of the vehicle (or applicable air quality 
provisions of State law in the case of a State 
which has adopted such provision under a 
waiver under section 209(b) of the Clean Air 
Act), and 

‘‘(B) the motor vehicle safety provisions of 
sections 30101 through 30169 of title 49, 
United States Code. 

‘‘(g) REGULATIONS.— 
‘‘(1) IN GENERAL.—Except as provided in 

paragraph (2), the Secretary shall promul-
gate such regulations as necessary to carry 
out the provisions of this section. 

‘‘(2) COORDINATION IN PRESCRIPTION OF CER-
TAIN REGULATIONS.—The Secretary of the 
Treasury, in coordination with the Secretary 
of Transportation and the Administrator of 
the Environmental Protection Agency, shall 
prescribe such regulations as necessary to 
determine whether a motor vehicle meets 
the requirements to be eligible for a credit 
under this section. 

‘‘(h) TERMINATION.—This section shall not 
apply to any property purchased after— 

‘‘(1) in the case of a new qualified fuel cell 
motor vehicle (as described in subsection 
(b)), December 31, 2014, 

‘‘(2) in the case of a new qualified hybrid 
motor vehicle (as described in subsection 
(c)), December 31, 2009, and 

‘‘(3) in the case of a new qualified alter-
native fuel vehicle (as described in sub-
section (d)), December 31, 2010.’’. 

(b) CONFORMING AMENDMENTS.— 
(1) Section 1016(a), as amended by this Act, 

is amended by striking ‘‘and’’ at the end of 
paragraph (35), by striking the period at the 
end of paragraph (36) and inserting ‘‘, and’’, 
and by adding at the end the following new 
paragraph: 

‘‘(37) to the extent provided in section 
30B(f)(4).’’. 

(2) Section 55(c)(2), as amended by this Act, 
is amended by inserting ‘‘30B(e),’’ after 
‘‘30(b)(2),’’. 

(3) Section 6501(m) is amended by inserting 
‘‘30B(f)(9),’’ after ‘‘30(d)(4),’’. 

(4) The table of sections for subpart B of 
part IV of subchapter A of chapter 1 is 
amended by inserting after the item relating 
to section 30A the following new item: 

‘‘Sec. 30B. Alternative motor vehicle 
credit.’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to property 
placed in service after the date of the enact-
ment of this Act, in taxable years ending 
after such date. 
SEC. 1532. MODIFICATION OF CREDIT FOR QUALI-

FIED ELECTRIC VEHICLES. 
(a) AMOUNT OF CREDIT.— 
(1) IN GENERAL.—Section 30(a) (relating to 

allowance of credit) is amended by striking 
‘‘10 percent of’’. 

(2) LIMITATION OF CREDIT ACCORDING TO 
TYPE OF VEHICLE.—Paragraph (1) of section 
30(b) (relating to limitations) is amended to 
read as follows: 

‘‘(1) LIMITATION ACCORDING TO TYPE OF VE-
HICLE.—The amount of the credit allowed 
under subsection (a) for any vehicle shall not 
exceed the greatest of the following amounts 
applicable to such vehicle: 

‘‘(A) In the case of a vehicle with a gross 
vehicle weight rating not exceeding 8,500 
pounds— 

‘‘(i) except as provided in clause (ii) or (iii), 
$4,000, 

‘‘(ii) $6,000, if such vehicle is— 
‘‘(I) capable of a driving range of at least 

100 miles on a single charge of the vehicle’s 
rechargeable batteries as measured pursuant 
to the urban dynamometer schedules under 
appendix I to part 86 of title 40, Code of Fed-
eral Regulations, or 

‘‘(II) capable of a payload capacity of at 
least 1,000 pounds, and 

‘‘(iii) if such vehicle is a low-speed vehicle 
which conforms to Standard 500 prescribed 
by the Secretary of Transportation (49 
C.F.R. 571.500), as in effect on the date of the 
enactment of the Energy Tax Incentives Act, 
the lesser of— 

‘‘(I) 10 percent of the manufacturer’s sug-
gested retail price of the vehicle, or 

‘‘(II) $1,500. 
‘‘(B) In the case of a vehicle with a gross 

vehicle weight rating exceeding 8,500 but not 
exceeding 14,000 pounds, $10,000. 

‘‘(C) In the case of a vehicle with a gross 
vehicle weight rating exceeding 14,000 but 
not exceeding 26,000 pounds, $20,000. 

‘‘(D) In the case of a vehicle with a gross 
vehicle weight rating exceeding 26,000 
pounds, $40,000.’’. 

(b) QUALIFIED BATTERY ELECTRIC VEHI-
CLE.— 

(1) IN GENERAL.—Section 30(c)(1)(A) (defin-
ing qualified electric vehicle) is amended to 
read as follows: 

‘‘(A) which is— 
‘‘(i) operated solely by use of a battery or 

battery pack, or 
‘‘(ii) powered primarily through the use of 

an electric battery or battery pack using a 
flywheel or capacitor which stores energy 
produced by an electric motor through re-

generative braking to assist in vehicle oper-
ation,’’. 

(2) LEASED VEHICLES.—Section 30(c)(1)(C) is 
amended by inserting ‘‘or lease’’ after ‘‘use’’. 

(3) CONFORMING AMENDMENTS.— 
(A) Subsections (a), (b)(2), and (c) of sec-

tion 30 are each amended by inserting ‘‘bat-
tery’’ after ‘‘qualified’’ each place it appears. 

(B) The heading of subsection (c) of section 
30 is amended by inserting ‘‘BATTERY’’ after 
‘‘QUALIFIED’’. 

(C) The heading of section 30 is amended by 
inserting ‘‘BATTERY’’ after ‘‘QUALIFIED’’. 

(D) The item relating to section 30 in the 
table of sections for subpart B of part IV of 
subchapter A of chapter 1 is amended by in-
serting ‘‘battery’’ after ‘‘qualified’’. 

(E) Section 179A(c)(3) is amended by insert-
ing ‘‘battery’’ before ‘‘electric’’. 

(F) The heading of paragraph (3) of section 
179A(c) is amended by inserting ‘‘BATTERY’’ 
before ‘‘ELECTRIC’’. 

(c) ADDITIONAL SPECIAL RULES.— 
(1) IN GENERAL.—Section 30(d) (relating to 

special rules) is amended by adding at the 
end the following new paragraphs: 

‘‘(5) NO DOUBLE BENEFIT.—The amount of 
any deduction or other credit allowable 
under this chapter for any cost taken into 
account in computing the amount of the 
credit determined under subsection (a) shall 
be reduced by the amount of such credit at-
tributable to such cost. 

‘‘(6) PROPERTY USED BY TAX-EXEMPT ENTI-
TY.—In the case of a vehicle whose use is de-
scribed in paragraph (3) or (4) of section 50(b) 
and which is not subject to a lease, the per-
son who sold such vehicle to the person or 
entity using such vehicle shall be treated as 
the taxpayer that placed such vehicle in 
service, but only if such person clearly dis-
closes to such person or entity in a docu-
ment the amount of any credit allowable 
under subsection (a) with respect to such ve-
hicle (determined without regard to sub-
section (b)(3)). 

‘‘(7) CARRYBACK AND CARRYFORWARD AL-
LOWED.— 

‘‘(A) IN GENERAL.—If the credit allowable 
under subsection (a) for a taxable year ex-
ceeds the amount of the limitation under 
subsection (b)(2) for such taxable year (in 
this paragraph referred to as the ‘unused 
credit year’), such excess shall be a credit 
carryback to each of the 3 taxable years pre-
ceding the unused credit year and a credit 
carryforward to each of the 20 taxable years 
following the unused credit year, except that 
no excess may be carried to a taxable year 
beginning before the date of the enactment 
of this paragraph. The preceding sentence 
shall not apply to any credit carryback if 
such credit carryback is attributable to 
property for which a deduction for deprecia-
tion is not allowable. 

‘‘(B) RULES.—Rules similar to the rules of 
section 39 shall apply with respect to the 
credit carryback and credit carryforward 
under subparagraph (A).’’. 

(2) CONFORMING AMENDMENTS.—Section 
30(d)(3) is amended— 

(A) by striking ‘‘section 50(b)’’ and insert-
ing ‘‘section 50(b)(1)’’, and 

(B) by striking ‘‘, ETC.,’’ in the heading 
thereof. 

(d) TERMINATION.—Section 30(e) (relating 
to termination) is amended by striking 
‘‘2006’’ and inserting ‘‘2009’’. 

(e) EFFECTIVE DATE.—The amendments 
made by this section shall apply to property 
placed in service after the date of the enact-
ment of this Act, in taxable years ending 
after such date. 
SEC. 1533. CREDIT FOR INSTALLATION OF ALTER-

NATIVE FUELING STATIONS. 
(a) IN GENERAL.—Subpart B of part IV of 

subchapter A of chapter 1 (relating to other 
credits), as amended by this Act, is amended 
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by adding at the end the following new sec-
tion: 
‘‘SEC. 30C. ALTERNATIVE FUEL VEHICLE REFUEL-

ING PROPERTY CREDIT. 
‘‘(a) CREDIT ALLOWED.—There shall be al-

lowed as a credit against the tax imposed by 
this chapter for the taxable year an amount 
equal to 50 percent of the cost of any quali-
fied alternative fuel vehicle refueling prop-
erty placed in service by the taxpayer during 
the taxable year. 

‘‘(b) LIMITATION.—The credit allowed under 
subsection (a) with respect to any alter-
native fuel vehicle refueling property shall 
not exceed— 

‘‘(1) $30,000 in the case of a property of a 
character subject to an allowance for depre-
ciation, and 

‘‘(2) $1,000 in any other case. 
‘‘(c) QUALIFIED ALTERNATIVE FUEL VEHICLE 

REFUELING PROPERTY.— 
‘‘(1) IN GENERAL.—Except as provided in 

paragraph (2), the term ‘qualified alternative 
fuel vehicle refueling property’ has the 
meaning given to such term by section 
179A(d), but only with respect to any fuel at 
least 85 percent of the volume of which con-
sists of ethanol, natural gas, compressed nat-
ural gas, liquefied natural gas, liquefied pe-
troleum gas, and hydrogen. 

‘‘(2) RESIDENTIAL PROPERTY.—In the case of 
any property installed on property which is 
used as the principal residence (within the 
meaning of section 121) of the taxpayer, 
paragraph (1) of section 179A(d) shall not 
apply. 

‘‘(d) APPLICATION WITH OTHER CREDITS.— 
The credit allowed under subsection (a) for 
any taxable year shall not exceed the excess 
(if any) of— 

‘‘(1) the regular tax for the taxable year re-
duced by the sum of the credits allowable 
under subpart A and sections 27, 29, 30, and 
30B, over 

‘‘(2) the tentative minimum tax for the 
taxable year. 

‘‘(e) CARRYFORWARD ALLOWED.— 
‘‘(1) IN GENERAL.—If the credit amount al-

lowable under subsection (a) for a taxable 
year exceeds the amount of the limitation 
under subsection (d) for such taxable year, 
such excess shall be allowed as a credit 
carryforward for each of the 20 taxable years 
following the unused credit year. 

‘‘(2) RULES.—Rules similar to the rules of 
section 39 shall apply with respect to the 
credit carryforward under paragraph (1). 

‘‘(f) SPECIAL RULES.—For purposes of this 
section— 

‘‘(1) BASIS REDUCTION.—The basis of any 
property shall be reduced by the portion of 
the cost of such property taken into account 
under subsection (a). 

‘‘(2) NO DOUBLE BENEFIT.—No deduction 
shall be allowed under section 179A with re-
spect to any property with respect to which 
a credit is allowed under subsection (a). 

‘‘(3) PROPERTY USED BY TAX-EXEMPT ENTI-
TY.—In the case of any qualified alternative 
fuel vehicle refueling property the use of 
which is described in paragraph (3) or (4) of 
section 50(b) and which is not subject to a 
lease, the person who sold such property to 
the person or entity using such property 
shall be treated as the taxpayer that placed 
such property in service, but only if such 
person clearly discloses to such person or en-
tity in a document the amount of any credit 
allowable under subsection (a) with respect 
to such property (determined without regard 
to subsection (d)). 

‘‘(4) PROPERTY USED OUTSIDE UNITED STATES 
NOT QUALIFIED.—No credit shall be allowable 
under subsection (a) with respect to any 
property referred to in section 50(b)(1) or 
with respect to the portion of the cost of any 
property taken into account under section 
179. 

‘‘(5) ELECTION NOT TO TAKE CREDIT.—No 
credit shall be allowed under subsection (a) 
for any property if the taxpayer elects not to 
have this section apply to such property. 

‘‘(6) RECAPTURE RULES.—Rules similar to 
the rules of section 179A(e)(4) shall apply. 

‘‘(g) REGULATIONS.—The Secretary shall 
prescribe such regulations as necessary to 
carry out the provisions of this section. 

‘‘(h) TERMINATION.—This section shall not 
apply to any property placed in service— 

‘‘(1) in the case of property relating to hy-
drogen, after December 31, 2014, and 

‘‘(2) in the case of any other property, after 
December 31, 2009.’’. 

(b) CONFORMING AMENDMENTS.— 
(1) Section 1016(a), as amended by this Act, 

is amended by striking ‘‘and’’ at the end of 
paragraph (36), by striking the period at the 
end of paragraph (37) and inserting ‘‘, and’’, 
and by adding at the end the following new 
paragraph: 

‘‘(38) to the extent provided in section 
30C(f).’’. 

(2) Section 55(c)(2), as amended by this Act, 
is amended by inserting ‘‘30C(e),’’ after 
‘‘30B(e),’’. 

(3) Section 6501(m) is amended by inserting 
‘‘30C(f)(5),’’ after ‘‘30B(f)(9),’’. 

(4) The table of sections for subpart B of 
part IV of subchapter A of chapter 1, as 
amended by this Act, is amended by insert-
ing after the item relating to section 30B the 
following new item: 

‘‘Sec. 30C. Clean-fuel vehicle refueling 
property credit.’’. 

(e) EFFECTIVE DATE.—The amendments 
made by this section shall apply to property 
placed in service after December 31, 2005, in 
taxable years ending after such date. 
SEC. 1534. VOLUMETRIC EXCISE TAX CREDIT FOR 

ALTERNATIVE FUELS. 

(a) IMPOSITION OF TAX.— 
(1) IN GENERAL.—Section 4041(a)(2)(B) (re-

lating to rate of tax) is amended— 
(A) by adding ‘‘and’’ at the end of clause 

(i), 
(B) by striking clauses (ii) and (iii), 
(C) by striking the last sentence, and 
(D) by adding after clause (i) the following 

new clause: 
‘‘(ii) in the case of liquefied natural gas, 

any liquid fuel (other than ethanol and 
methanol) derived from coal (including 
peat), and liquid hydrocarbons derived from 
biomass (as defined in section 29(c)(3)), 24.3 
cents per gallon.’’. 

(2) TREATMENT OF COMPRESSED NATURAL 
GAS.—Section 4041(a)(3) (relating to com-
pressed natural gas) is amended— 

(A) by striking ‘‘48.54 cents per MCF (de-
termined at standard temperature and pres-
sure)’’ in subparagraph (A) and inserting 
‘‘18.3 cents per energy equivalent of a gallon 
of gasoline’’, and 

(B) by striking ‘‘MCF’’ in subparagraph (C) 
and inserting ‘‘energy equivalent of a gallon 
of gasoline’’. 

(3) ZERO RATE FOR HYDROGEN.—Section 
4041(a)(2)(A) is amended by inserting ‘‘lique-
fied hydrogen,’’ after ‘‘fuel oil,’’. 

(4) NEW REFERENCE.—The heading for para-
graph (2) of section 4041(a) is amended by 
striking ‘‘SPECIAL MOTOR FUELS’’ and insert-
ing ‘‘ALTERNATIVE FUELS’’. 

(b) CREDIT FOR ALTERNATIVE FUEL AND AL-
TERNATIVE FUEL MIXTURES.— 

(1) IN GENERAL.—Section 6426(a) (relating 
to allowance of credits) is amended to read 
as follows: 

‘‘(a) ALLOWANCE OF CREDITS.—There shall 
be allowed as a credit— 

‘‘(1) against the tax imposed by section 
4081 an amount equal to the sum of the cred-
its described in subsections (b), (c), and (e), 
and 

‘‘(2) against the tax imposed by section 
4041 an amount equal to the sum of the cred-
its described in subsection (d). 
No credit shall be allowed in the case of the 
credits described in subsections (d) and (e) 
unless the taxpayer is registered under sec-
tion 4101. 

(2) ALTERNATIVE FUEL AND ALTERNATIVE 
FUEL MIXTURE CREDIT.—Section 6426 (relating 
to credit for alcohol fuel and biodiesel mix-
tures) is amended by redesignating sub-
sections (d) and (e) as subsections (f) and (g) 
and by inserting after subsection (c) the fol-
lowing new subsections: 

‘‘(d) ALTERNATIVE FUEL CREDIT.— 
‘‘(1) IN GENERAL.—For purposes of this sec-

tion, the alternative fuel credit is the prod-
uct of 50 cents and the number of gallons of 
an alternative fuel or gasoline gallon equiva-
lents of a nonliquid alternative fuel sold by 
the taxpayer for use as a fuel in a motor ve-
hicle or motorboat, or so used by the tax-
payer. 

‘‘(2) ALTERNATIVE FUEL.—For purposes of 
this section, the term ‘alternative fuel’ 
means— 

‘‘(A) liquefied petroleum gas, 
‘‘(B) P Series Fuels (as defined by the Sec-

retary of Energy under section 13211(2) of 
title 42, United States Code), 

‘‘(C) compressed or liquefied natural gas, 
‘‘(D) hydrogen, 
‘‘(E) any liquid fuel derived from coal (in-

cluding peat) through the Fischer-Tropsch 
process, 

‘‘(F) liquid hydrocarbons derived from bio-
mass (as defined in section 29(c)(3)). 
Such term does not include ethanol, meth-
anol, or biodiesel. 

‘‘(3) GASOLINE GALLON EQUIVALENT.—For 
purposes of this subsection, the term ‘gaso-
line gallon equivalent’ means, with respect 
to any nonliquid alternative fuel, the 
amount of such fuel having a Btu content of 
124,800 (higher heating value). 

‘‘(4) TERMINATION.—This subsection shall 
not apply to any sale, use, or removal for 
any period after September 30, 2009. 

‘‘(e) ALTERNATIVE FUEL MIXTURE CREDIT.— 
‘‘(1) IN GENERAL.—For purposes of this sec-

tion, the alternative fuel mixture credit is 
the product of 50 cents and the number of 
gallons of alternative fuel used by the tax-
payer in producing any alternative fuel mix-
ture for sale or use in a trade or business of 
the taxpayer. 

‘‘(2) ALTERNATIVE FUEL MIXTURE.—For pur-
poses of this section, the term ‘alternative 
fuel mixture’ means a mixture of alternative 
fuel and taxable fuel (as defined in subpara-
graph (A), (B), or (C) of section 4083(a)(1)) 
which— 

‘‘(A) is sold by the taxpayer producing such 
mixture to any person for use as fuel, or 

‘‘(B) is used as a fuel by the taxpayer pro-
ducing such mixture. 

‘‘(3) TERMINATION.—This subsection shall 
not apply to any sale, use, or removal for 
any period after September 30, 2009.’’. 

(3) CONFORMING AMENDMENTS.— 
(A) The section heading for section 6426 is 

amended by striking ‘‘ALCOHOL FUEL AND 
BIODIESEL’’ and inserting ‘‘ALCOHOL 
FUEL, BIODIESEL, AND ALTERNATIVE 
FUEL’’. 

(B) The table of sections for subchapter B 
of chapter 65 is amended by striking ‘‘alcohol 
fuel and biodiesel’’ in the item relating to 
section 6426 and inserting ‘‘alcohol fuel, bio-
diesel, and alternative fuel’’. 

(C) Section 6427(e) is amended— 
(i) by inserting ‘‘or the alternative fuel 

mixture credit’’ after ‘‘biodiesel mixture 
credit’’ in paragraph (1), 

(ii) by redesignating paragraph (2) as para-
graph (3) and paragraph (4) as paragraph (5), 

(iii) by inserting after paragraph (1) the 
following new paragraph: 
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‘‘(2) ALTERNATIVE FUEL.—If any person 

sells or uses an alternative fuel (as defined in 
section 6426(d)(2)) for a purpose described in 
section 6426(d)(1) in such person’s trade or 
business, the Secretary shall pay (without 
interest) to such person an amount equal to 
the alternative fuel credit with respect to 
such fuel.’’, 

(iv) by striking ‘‘under paragraph (1) with 
respect to any mixture’’ in paragraph (3) (as 
redesignated by clause (ii)) and inserting 
‘‘under paragraph (1) or (2) with respect to 
any mixture or alternative fuel’’, 

(v) by inserting after paragraph (3) (as so 
redesignated) the following new paragraph: 

‘‘(4) REGISTRATION REQUIREMENT FOR AL-
TERNATIVE FUELS.—The Secretary shall not 
make any payment under this subsection to 
any person with respect to any alternative 
fuel credit or alternative fuel mixture credit 
unless the person is registered under section 
4101.’’, 

(vi) by striking ‘‘and’’ at the end of para-
graph (5)(A) (as redesignated by clause (ii)), 

(vii) by striking the period at the end of 
paragraph (5)(B) (as so redesignated) and in-
serting a comma, 

(viii) by adding at the end of paragraph (4) 
(as so redesignated) the following new sub-
paragraphs: 

‘‘(C) except as provided in subparagraph 
(D), any alternative fuel or alternative fuel 
mixture (as defined in section 6426 (d)(2) or 
(e)(3)) sold or used after September 30, 2009, 
and 

‘‘(D) any alternative fuel or alternative 
fuel mixture (as so defined) involving hydro-
gen sold or used after December 31, 2014.’’, 
and 

(ix) by striking ‘‘OR BIODIESEL USED TO 
PRODUCE ALCOHOL FUEL AND BIODIESEL MIX-
TURES’’ in the heading and inserting ‘‘, BIO-
DIESEL, OR ALTERNATIVE FUEL’’. 

(c) ADDITIONAL REGISTRATION REQUIRE-
MENTS.—Section 4101(a)(1) (relating to reg-
istration) is amended— 

(1) by striking ‘‘4041(a)(1)’’ and inserting 
‘‘4041(a)’’, and 

(2) by inserting ‘‘or hydrogen’’ before 
‘‘shall register’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to any sale, 
use, or removal for any period after Sep-
tember 30, 2006. 
SEC. 1535. EXTENSION OF EXCISE TAX PROVI-

SIONS AND INCOME TAX CREDIT 
FOR BIODIESEL. 

(a) IN GENERAL.—Sections 40A(e), 6426(c)(6), 
and 6427(e)(4)(B) are each amended by strik-
ing ‘‘2006’’ and inserting ‘‘2010’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall take effect on the 
date of the enactment of this Act. 
Subtitle E—Additional Energy Tax Incentives 
SEC. 1541. TEN-YEAR RECOVERY PERIOD FOR UN-

DERGROUND NATURAL GAS STOR-
AGE FACILITY PROPERTY. 

(a) IN GENERAL.—Subparagraph (D) of sec-
tion 168(e)(3) (relating to 10-year property) is 
amended by striking ‘‘and’’ at the end of 
clause (i), by striking the period at the end 
of clause (ii) and inserting ‘‘, and’’, and by 
adding at the end the following new clause: 

‘‘(iii) any qualified underground natural 
gas storage facility property.’’. 

(b) DEFINITION.—Section 168(i) (relating to 
definitions and special rules) is amended by 
adding at the end the following new para-
graph: 

‘‘(17) QUALIFIED UNDERGROUND NATURAL GAS 
STORAGE FACILITY PROPERTY.— 

‘‘(A) IN GENERAL.—The term ‘qualified un-
derground natural gas storage facility prop-
erty’ means any underground natural gas 
storage facility and any equipment related 
to such facility, including any nonrecover-
able cushion gas, the original use of which 
commences with the taxpayer. 

‘‘(B) CUSHION GAS.—The term ‘cushion gas’ 
means the minimum volume of natural gas 
necessary to provide the pressure to facili-
tate the flow of natural gas from a storage 
reservoir, aquifer, or cavern to a pipeline.’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to property 
placed in service after the date of the enact-
ment of this Act. 
SEC. 1542. EXPANSION OF RESEARCH CREDIT. 

(a) CREDIT FOR EXPENSES ATTRIBUTABLE TO 
CERTAIN COLLABORATIVE ENERGY RESEARCH 
CONSORTIA.— 

(1) IN GENERAL.—Section 41(a) (relating to 
credit for increasing research activities) is 
amended by striking ‘‘and’’ at the end of 
paragraph (1), by striking the period at the 
end of paragraph (2) and inserting ‘‘, and’’, 
and by adding at the end the following new 
paragraph: 

‘‘(3) 20 percent of the amounts paid or in-
curred by the taxpayer in carrying on any 
trade or business of the taxpayer during the 
taxable year (including as contributions) to 
an energy research consortium.’’. 

(2) ENERGY RESEARCH CONSORTIUM DE-
FINED.—Section 41(f) (relating to special 
rules) is amended by adding at the end the 
following new paragraph: 

‘‘(6) ENERGY RESEARCH CONSORTIUM.— 
‘‘(A) IN GENERAL.—The term ‘energy re-

search consortium’ means any organiza-
tion— 

‘‘(i) which is— 
‘‘(I) described in section 501(c)(3) and is ex-

empt from tax under section 501(a) and is or-
ganized and operated primarily to conduct 
energy research, or 

‘‘(II) organized and operated primarily to 
conduct energy research in the public inter-
est (within the meaning of section 501(c)(3)), 

‘‘(ii) which is not a private foundation, 
‘‘(iii) to which at least 5 unrelated persons 

paid or incurred during the calendar year in 
which the taxable year of the organization 
begins amounts (including as contributions) 
to such organization for energy research, and 

‘‘(iv) to which no single person paid or in-
curred (including as contributions) during 
such calendar year an amount equal to more 
than 50 percent of the total amounts re-
ceived by such organization during such cal-
endar year for energy research. 

‘‘(B) TREATMENT OF PERSONS.—All persons 
treated as a single employer under sub-
section (a) or (b) of section 52 shall be treat-
ed as related persons for purposes of subpara-
graph (A)(iii) and as a single person for pur-
poses of subparagraph (A)(iv).’’. 

(3) CONFORMING AMENDMENT.—Section 
41(b)(3)(C) is amended by inserting ‘‘(other 
than an energy research consortium)’’ after 
‘‘organization’’. 

(b) REPEAL OF LIMITATION ON CONTRACT RE-
SEARCH EXPENSES PAID TO SMALL BUSI-
NESSES, UNIVERSITIES, AND FEDERAL LABORA-
TORIES.—Section 41(b)(3) (relating to con-
tract research expenses) is amended by add-
ing at the end the following new subpara-
graph: 

‘‘(D) AMOUNTS PAID TO ELIGIBLE SMALL 
BUSINESSES, UNIVERSITIES, AND FEDERAL LAB-
ORATORIES.— 

‘‘(i) IN GENERAL.—In the case of amounts 
paid by the taxpayer to— 

‘‘(I) an eligible small business, 
‘‘(II) an institution of higher education (as 

defined in section 3304(f)), or 
‘‘(III) an organization which is a Federal 

laboratory, 

for qualified research which is energy re-
search, subparagraph (A) shall be applied by 
substituting ‘100 percent’ for ‘65 percent’. 

‘‘(ii) ELIGIBLE SMALL BUSINESS.—For pur-
poses of this subparagraph, the term ‘eligible 
small business’ means a small business with 
respect to which the taxpayer does not own 

(within the meaning of section 318) 50 per-
cent or more of— 

‘‘(I) in the case of a corporation, the out-
standing stock of the corporation (either by 
vote or value), and 

‘‘(II) in the case of a small business which 
is not a corporation, the capital and profits 
interests of the small business. 

‘‘(iii) SMALL BUSINESS.—For purposes of 
this subparagraph— 

‘‘(I) IN GENERAL.—The term ‘small busi-
ness’ means, with respect to any calendar 
year, any person if the annual average num-
ber of employees employed by such person 
during either of the 2 preceding calendar 
years was 500 or fewer. For purposes of the 
preceding sentence, a preceding calendar 
year may be taken into account only if the 
person was in existence throughout the year. 

‘‘(II) STARTUPS, CONTROLLED GROUPS, AND 
PREDECESSORS.—Rules similar to the rules of 
subparagraphs (B) and (D) of section 220(c)(4) 
shall apply for purposes of this clause. 

‘‘(iv) FEDERAL LABORATORY.—For purposes 
of this subparagraph, the term ‘Federal lab-
oratory’ has the meaning given such term by 
section 4(6) of the Stevenson-Wydler Tech-
nology Innovation Act of 1980 (15 U.S.C. 
3703(6)), as in effect on the date of the enact-
ment of the Energy Tax Incentives Act.’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to amounts 
paid or incurred after the date of the enact-
ment of this Act, in taxable years ending 
after such date. 
SEC. 1543. SMALL AGRI-BIODIESEL PRODUCER 

CREDIT. 
(a) IN GENERAL.—Subsection (a) of section 

40A (relating to biodiesel used as a fuel) is 
amended to read as follows: 

‘‘(a) GENERAL RULE.—For purposes of sec-
tion 38, the biodiesel fuels credit determined 
under this section for the taxable year is an 
amount equal to the sum of— 

‘‘(1) the biodiesel mixture credit, plus 
‘‘(2) the biodiesel credit, plus 
‘‘(3) in the case of an eligible small agri- 

biodiesel producer, the small agri-biodiesel 
producer credit.’’. 

(b) SMALL AGRI-BIODIESEL PRODUCER CRED-
IT DEFINED.—Section 40A(b) (relating to defi-
nition of biodiesel mixture credit and bio-
diesel credit) is amended by adding at the 
end the following new paragraph: 

‘‘(5) SMALL AGRI-BIODIESEL PRODUCER CRED-
IT.— 

‘‘(A) IN GENERAL.—The small agri-biodiesel 
producer credit of any eligible small agri- 
biodiesel producer for any taxable year is 10 
cents for each gallon of qualified agri-bio-
diesel production of such producer. 

‘‘(B) QUALIFIED AGRI-BIODIESEL PRODUC-
TION.—For purposes of this paragraph, the 
term ‘qualified agri-biodiesel production’ 
means any agri-biodiesel which is produced 
by an eligible small agri-biodiesel producer, 
and which during the taxable year— 

‘‘(i) is sold by such producer to another 
person— 

‘‘(I) for use by such other person in the pro-
duction of a qualified biodiesel mixture in 
such other person’s trade or business (other 
than casual off-farm production), 

‘‘(II) for use by such other person as a fuel 
in a trade or business, or 

‘‘(III) who sells such agri-biodiesel at retail 
to another person and places such agri-bio-
diesel in the fuel tank of such other person, 
or 

‘‘(ii) is used or sold by such producer for 
any purpose described in clause (i). 

‘‘(C) LIMITATION.—The qualified agri-bio-
diesel production of any producer for any 
taxable year shall not exceed 15,000,000 gal-
lons.’’. 

(c) DEFINITIONS AND SPECIAL RULES.—Sec-
tion 40A is amended by redesignating sub-
section (e) as subsection (f) and by inserting 
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after subsection (d) the following new sub-
section: 

‘‘(e) DEFINITIONS AND SPECIAL RULES FOR 
SMALL AGRI-BIODIESEL PRODUCER CREDIT.— 
For purposes of this section— 

‘‘(1) ELIGIBLE SMALL AGRI-BIODIESEL PRO-
DUCER.—The term ‘eligible small agri-bio-
diesel producer’ means a person who, at all 
times during the taxable year, has a produc-
tive capacity for agri-biodiesel not in excess 
of 60,000,000 gallons. 

‘‘(2) AGGREGATION RULE.—For purposes of 
the 15,000,000 gallon limitation under sub-
section (b)(5)(C) and the 60,000,000 gallon lim-
itation under paragraph (1), all members of 
the same controlled group of corporations 
(within the meaning of section 267(f)) and all 
persons under common control (within the 
meaning of section 52(b) but determined by 
treating an interest of more than 50 percent 
as a controlling interest) shall be treated as 
1 person. 

‘‘(3) PARTNERSHIP, S CORPORATION, AND 
OTHER PASS-THRU ENTITIES.—In the case of a 
partnership, trust, S corporation, or other 
pass-thru entity, the limitations contained 
in subsection (b)(5)(C) and paragraph (1) shall 
be applied at the entity level and at the part-
ner or similar level. 

‘‘(4) ALLOCATION.—For purposes of this sub-
section, in the case of a facility in which 
more than 1 person has an interest, produc-
tive capacity shall be allocated among such 
persons in such manner as the Secretary 
may prescribe. 

‘‘(5) REGULATIONS.—The Secretary may 
prescribe such regulations as may be nec-
essary— 

‘‘(A) to prevent the credit provided for in 
subsection (a)(3) from directly or indirectly 
benefiting any person with a direct or indi-
rect productive capacity of more than 
60,000,000 gallons of agri-biodiesel during the 
taxable year, or 

‘‘(B) to prevent any person from directly or 
indirectly benefiting with respect to more 
than 15,000,000 gallons during the taxable 
year. 

‘‘(6) ALLOCATION OF SMALL AGRI-BIODIESEL 
CREDIT TO PATRONS OF COOPERATIVE.— 

‘‘(A) ELECTION TO ALLOCATE.— 
‘‘(i) IN GENERAL.—In the case of a coopera-

tive organization described in section 1381(a), 
any portion of the credit determined under 
subsection (a)(3) for the taxable year may, at 
the election of the organization, be appor-
tioned pro rata among patrons of the organi-
zation on the basis of the quantity or value 
of business done with or for such patrons for 
the taxable year. 

‘‘(ii) FORM AND EFFECT OF ELECTION.—An 
election under clause (i) for any taxable year 
shall be made on a timely filed return for 
such year. Such election, once made, shall be 
irrevocable for such taxable year. Such elec-
tion shall not take effect unless the organi-
zation designates the apportionment as such 
in a written notice mailed to its patrons dur-
ing the payment period described in section 
1382(d). 

‘‘(B) TREATMENT OF ORGANIZATIONS AND PA-
TRONS.— 

‘‘(i) ORGANIZATIONS.—The amount of the 
credit not apportioned to patrons pursuant 
to subparagraph (A) shall be included in the 
amount determined under subsection (a)(3) 
for the taxable year of the organization. 

‘‘(ii) PATRONS.—The amount of the credit 
apportioned to patrons pursuant to subpara-
graph (A) shall be included in the amount de-
termined under such subsection for the first 
taxable year of each patron ending on or 
after the last day of the payment period (as 
defined in section 1382(d)) for the taxable 
year of the organization or, if earlier, for the 
taxable year of each patron ending on or 
after the date on which the patron receives 

notice from the cooperative of the apportion-
ment. 

‘‘(iii) SPECIAL RULES FOR DECREASE IN CRED-
ITS FOR TAXABLE YEAR.—If the amount of the 
credit of the organization determined under 
such subsection for a taxable year is less 
than the amount of such credit shown on the 
return of the organization for such year, an 
amount equal to the excess of— 

‘‘(I) such reduction, over 
‘‘(II) the amount not apportioned to such 

patrons under subparagraph (A) for the tax-
able year, 

shall be treated as an increase in tax im-
posed by this chapter on the organization. 
Such increase shall not be treated as tax im-
posed by this chapter for purposes of deter-
mining the amount of any credit under this 
chapter or for purposes of section 55.’’. 

(d) CONFORMING AMENDMENTS.— 
(1) Paragraph (4) of section 40A(b) is 

amended by striking ‘‘this section’’ and in-
serting ‘‘paragraph (1) or (2) of subsection 
(a)’’. 

(2) The heading of subsection (b) of section 
40A is amended by striking ‘‘AND BIODIESEL 
CREDIT’’ and inserting ‘‘, BIODIESEL CREDIT, 
AND SMALL AGRI-BIODIESEL PRODUCER CRED-
IT’’. 

(3) Paragraph (3) of section 40A(d) is 
amended by redesignating subparagraph (C) 
as subparagraph (D) and by inserting after 
subparagraph (B) the following new subpara-
graph: 

‘‘(C) PRODUCER CREDIT.—If— 
‘‘(i) any credit was determined under sub-

section (a)(3), and 
‘‘(ii) any person does not use such fuel for 

a purpose described in subsection (b)(5)(B), 

then there is hereby imposed on such person 
a tax equal to 10 cents a gallon for each gal-
lon of such agri-biodiesel.’’. 

(e) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years ending after the date of the enactment 
of this Act. 
SEC. 1544. IMPROVEMENTS TO SMALL ETHANOL 

PRODUCER CREDIT. 
(a) DEFINITION OF SMALL ETHANOL PRO-

DUCER.—Section 40(g) (relating to definitions 
and special rules for eligible small ethanol 
producer credit) is amended by striking 
‘‘30,000,000’’ each place it appears and insert-
ing ‘‘60,000,000’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply to taxable 
years ending after the date of the enactment 
of this Act. 
SEC. 1545. CREDIT FOR EQUIPMENT FOR PROC-

ESSING OR SORTING MATERIALS 
GATHERED THROUGH RECYCLING. 

(a) IN GENERAL.—Subpart D of part IV of 
subchapter A of chapter 1 (relating to busi-
ness-related credits), as amended by this 
Act, is amended by adding at the end the fol-
lowing new section: 
‘‘SEC. 45M. CREDIT FOR QUALIFIED RECYCLING 

EQUIPMENT. 
‘‘(a) ALLOWANCE OF CREDIT.—For purposes 

of section 38, the qualified recycling equip-
ment credit determined under this section 
for the taxable year is an amount equal to 
the amount paid or incurred during the tax-
able year for the cost of qualified recycling 
equipment placed in service or leased by the 
taxpayer. 

‘‘(b) LIMITATION.—The amount allowable as 
a credit under subsection (a) with respect to 
any qualified recycling equipment shall not 
exceed 15 percent of the cost of such quali-
fied recycling equipment. 

‘‘(c) DEFINITIONS.—For purposes of this sec-
tion— 

‘‘(1) QUALIFIED RECYCLING EQUIPMENT.— 
‘‘(A) IN GENERAL.—The term ‘qualified re-

cycling equipment’ means equipment, in-
cluding connecting piping, employed in sort-

ing or processing residential and commercial 
qualified recyclable materials for the pur-
pose of converting such materials for use in 
manufacturing tangible consumer products, 
including packaging. Such term includes 
equipment which is utilized at commercial 
or public venues, including recycling collec-
tion centers, where the equipment is utilized 
to sort or process qualified recyclable mate-
rials for such purpose. 

‘‘(B) EXCLUSION.—Such term does not in-
clude rolling stock or other equipment used 
to transport recyclable materials. 

‘‘(2) QUALIFIED RECYCLABLE MATERIALS.— 
The term ‘qualified recyclable materials’ 
means any packaging or printed material 
which is glass, paper, plastic, steel, or alu-
minum generated by an individual or busi-
ness and which has been separated from solid 
waste for the purposes of collection and recy-
cling. 

‘‘(3) PROCESSING.—The term ‘processing’ 
means the preparation of qualified recycla-
ble materials into feedstock for use in manu-
facturing tangible consumer products. 

‘‘(d) AMOUNT PAID OR INCURRED.—For pur-
poses of this section— 

‘‘(1) IN GENERAL.—The term ‘amount paid 
or incurred’ includes installation costs. 

‘‘(2) LEASE PAYMENTS.—In the case of the 
leasing of qualified recycling equipment by 
the taxpayer, the term ‘amount paid or in-
curred’ means the amount of the lease pay-
ments due to be paid during the term of the 
lease occurring during the taxable year other 
than such portion of such lease payments at-
tributable to interest, insurance, and taxes. 

‘‘(3) GRANTS, ETC. EXCLUDED.—The term 
‘amount paid or incurred’ shall not include 
any amount to the extent such amount is 
funded by any grant, contract, or otherwise 
by another person (or any governmental en-
tity). 

‘‘(e) OTHER TAX DEDUCTIONS AND CREDITS 
AVAILABLE FOR PORTION OF COST NOT TAKEN 
INTO ACCOUNT FOR CREDIT UNDER THIS SEC-
TION.—No deduction or other credit under 
this chapter shall be allowed with respect to 
the amount of the credit determined under 
this section. 

‘‘(f) BASIS ADJUSTMENTS.—For purposes of 
this subtitle, if a credit is allowed under this 
section for any amount paid or incurred with 
respect to any property, the increase in the 
basis of such property which would (but for 
this subsection) result from such expenditure 
shall be reduced by the amount of the credit 
so allowed.’’. 

(b) CONFORMING AMENDMENTS.— 
(1) CREDIT MADE PART OF GENERAL BUSINESS 

CREDIT.—Subsection (b) of section 38, as 
amended by this Act, is amended by striking 
‘‘plus’’ at the end of paragraph (21), by strik-
ing the period at the end of paragraph (22) 
and inserting ‘‘, plus’’, and by adding at the 
end the following new paragraph: 

‘‘(23) the qualified recycling equipment 
credit determined under section 45M(a).’’. 

(2) Subsection (a) of section 1016, as amend-
ed by this Act, is amended by striking ‘‘and’’ 
at the end of paragraph (37), by striking the 
period at the end of paragraph (38) and in-
serting ‘‘; and’’, and by adding at the end the 
following new paragraph: 

‘‘(39) to the extent provided in section 
45M(f), in the case of amounts with respect 
to which a credit has been allowed under sec-
tion 45M.’’. 

(3) The table of sections for subpart D of 
part IV of subchapter A of chapter 1, as 
amended by this Act, is amended by insert-
ing after the item relating to section 45L the 
following new item: 
‘‘Sec. 45M. Credit for qualified recycling 

equipment.’’. 
(c) EFFECTIVE DATE.—The amendments 

made by this section shall apply to taxable 
years beginning after December 31, 2005. 
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SEC. 1546. 5-YEAR NET OPERATING LOSS CARRY-

OVER IF ANY RESULTING REFUND IS 
USED FOR ELECTRIC TRANSMISSION 
EQUIPMENT. 

(a) IN GENERAL.—Paragraph (1) of section 
172(b) (relating to net operating loss 
carrybacks and carryovers) is amended by 
adding at the end the following new subpara-
graph: 

‘‘(I) TRANSMISSION PROPERTY INVESTMENT.— 
‘‘(i) IN GENERAL.—In the case of a net oper-

ating loss in a taxable year ending after De-
cember 31, 2002, and before January 1, 2006, 
there shall be a net operating loss carryback 
to each of the 5 years preceding the taxable 
year of such loss to the extent that any re-
fund resulting from such carryback is used 
for electric transmission property capital ex-
penditures or pollution control facility cap-
ital expenditures. 

‘‘(ii) REFUND CLAIM.—Any refund resulting 
from the application of clause (i) may be 
claimed by the taxpayer for any taxable year 
ending after December 31, 2005, and before 
January 1, 2009, except that the portion of 
such refund which may be claimed during 
any taxable year shall not exceed the sum of 
the taxpayer’s electric transmission prop-
erty capital expenditures and pollution con-
trol facility capital expenditures made in the 
preceding taxable year. 

‘‘(iii) CARRYOVER OF EXCESS REFUNDS.—Any 
portion of such refund that exceeds the sum 
of the taxpayer’s electric transmission prop-
erty capital expenditures and pollution con-
trol facility capital expenditures made dur-
ing the preceding taxable year shall, subject 
to clause (ii), be considered a refund due to 
the taxpayer and claimed in the succeeding 
taxable year if such taxable year begins be-
fore January 1, 2009. 

‘‘(iv) DEFINITIONS.—For purposes of this 
subparagraph— 

‘‘(I) ELECTRIC TRANSMISSION PROPERTY CAP-
ITAL EXPENDITURES.—The term ‘electric 
transmission property capital expenditures’ 
means any expenditure, chargeable to cap-
ital account, made by the taxpayer which is 
attributable to electric transmission prop-
erty used in the transmission at 69 or more 
kilovolts of electricity for sale. 

‘‘(II) POLLUTION CONTROL FACILITY CAPITAL 
EXPENDITURES.—The term ‘pollution control 
facility capital expenditures’ means any ex-
penditure, chargeable to capital account, 
made by an electric utility company (as de-
fined in section 2(3) of the Public Utility 
Holding Company Act (15 U.S.C. 79b(3)) 
which is attributable to a facility which will 
qualifiy as a certified pollution control facil-
ity as determined under section 169(d)(1) by 
striking ‘before January 1, 1976,’ and by sub-
stituting ‘an identifiable’ for ‘a new identifi-
able’.’’ 

(b) ELECTION TO DISREGARD CARRYBACK.— 
Section 172(j) (relating to disregard 5-year 
carryback for certain net operating losses) is 
amended by inserting ‘‘or (b)(1)(I)’’ after 
‘‘(b)(1)(H)’’ both places it appears. 

(c) APPLICATION.—In the case of a net oper-
ating loss described in section 172(b)(1)(I) of 
the Internal Revenue Code of 1986 (as added 
by subsection (a)) for a taxable year ending 
in 2003, 2004, or 2005, any election made under 
section 172(j) of such Code (as amended by 
subsection (b)) shall be treated as timely 
made if made before January 1, 2009. 
SEC. 1547. CREDIT FOR QUALIFYING POLLUTION 

CONTROL EQUIPMENT. 
(a) ALLOWANCE OF QUALIFYING POLLUTION 

CONTROL EQUIPMENT CREDIT.—Section 46 (re-
lating to amount of credit), as amended by 
this Act, is amended by striking ‘‘and’’ at 
the end of paragraph (4), by striking the pe-
riod at the end of paragraph (5) and inserting 
‘‘, and’’, and by adding at the end the fol-
lowing new paragraph: 

‘‘(6) the qualifying pollution control equip-
ment credit.’’. 

(b) AMOUNT OF QUALIFYING POLLUTION CON-
TROL EQUIPMENT CREDIT.—Subpart E of part 
IV of subchapter A of chapter 1 (relating to 
rules for computing investment credit), as 
amended by this Act, is amended by insert-
ing after section 48C the following new sec-
tion: 
‘‘SEC. 48D. QUALIFYING POLLUTION CONTROL 

EQUIPMENT CREDIT. 
‘‘(a) IN GENERAL.—For purposes of section 

46, the qualifying pollution control equip-
ment credit for any taxable year is an 
amount equal to 15 percent of the basis of 
the qualifying pollution control equipment 
placed in service at a qualifying facility dur-
ing such taxable year. 

‘‘(b) QUALIFYING POLLUTION CONTROL 
EQUIPMENT.—For purposes of this section, 
the term ‘qualifying pollution control equip-
ment’ means any technology installed in or 
on a qualifying facility to reduce air emis-
sions of any pollutant regulated by the Envi-
ronmental Protection Agency under the 
Clean Air Act, including thermal oxidizers, 
regenerative thermal oxidizers, scrubber sys-
tems, evaporative control systems, vapor re-
covery systems, flair systems, bag houses, 
cyclones, continuous emissions monitoring 
systems, and low nitric oxide burners. 

‘‘(c) QUALIFYING FACILITY.—For purposes of 
this section, the term ‘qualifying facility’ 
means any facility which produces not less 
than 1,000,000 gallons of ethanol during the 
taxable year. 

‘‘(d) SPECIAL RULE FOR CERTAIN SUBSIDIZED 
PROPERTY.—Rules similar to section 48(a)(4) 
shall apply for purposes of this section. 

‘‘(e) CERTAIN QUALIFIED PROGRESS EXPEND-
ITURES RULES MADE APPLICABLE.—Rules 
similar to the rules of subsections (c)(4) and 
(d) of section 46 (as in effect on the day be-
fore the enactment of the Revenue Rec-
onciliation Act of 1990) shall apply for pur-
poses of this subsection.’’. 

(c) RECAPTURE OF CREDIT WHERE EMISSIONS 
REDUCTION OFFSET IS SOLD.—Paragraph (1) of 
section 50(a) is amended by redesignating 
subparagraph (B) as subparagraph (C) and by 
inserting after subparagraph (A) the fol-
lowing new subparagraph: 

‘‘(B) SPECIAL RULE FOR QUALIFYING POLLU-
TION CONTROL EQUIPMENT.—For purposes of 
subparagraph (A), any investment property 
which is qualifying pollution control equip-
ment (as defined in section 48D(b)) shall 
cease to be investment credit property with 
respect to a taxpayer if such taxpayer re-
ceives a payment in exchange for a credit for 
emission reductions attributable to such 
qualifying pollution control equipment for 
purposes of an offset requirement under part 
D of title I of the Clean Air Act.’’. 

(d) SPECIAL RULE FOR BASIS REDUCTION; 
RECAPTURE OF CREDIT.—Paragraph (3) of sec-
tion 50(c) (relating to basis adjustment to in-
vestment credit property), as amended by 
this Act, is amended by inserting ‘‘or quali-
fying pollution control equipment credit’’ 
after ‘‘energy credit’’. 

(e) CONFORMING AMENDMENTS.— 
(1) Section 49(a)(1)(C), as amended by this 

Act, is amended by striking ‘‘and’’ at the end 
of clause (iv), by striking the period at the 
end of clause (v) and inserting ‘‘, and’’, and 
by adding at the end the following new 
clause: 

‘‘(vi) the basis of any qualifying pollution 
control equipment.’’ 

(2) The table of sections for subpart E of 
part IV of subchapter A of chapter 1, as 
amended by this Act, is amended by insert-
ing after the item relating to section 48C the 
following new item: 
‘‘48D. Qualifying pollution control equip-

ment.’’. 
(f) EFFECTIVE DATE.—The amendments 

made by this section shall apply to periods 

after the date of the enactment of this Act, 
in taxable years ending after such date, 
under rules similar to the rules of section 
48(m) of the Internal Revenue Code of 1986 
(as in effect on the day before the date of the 
enactment of the Revenue Reconciliation 
Act of 1990). 

SEC. 1548. CREDIT FOR PRODUCTION OF COAL 
OWNED BY INDIAN TRIBES. 

(a) IN GENERAL.—Subpart D of part IV of 
subchapter A of chapter 1 (relating to busi-
ness-related credits), as amended by this 
Act, is amended by adding at the end the fol-
lowing new section: 

‘‘SEC. 45N. CREDIT FOR PRODUCTION OF COAL 
OWNED BY INDIAN TRIBES. 

‘‘(a) ALLOWANCE OF CREDIT.—For purposes 
of section 38, the Indian coal production 
credit determined under this section for the 
taxable year is an amount equal to the prod-
uct of— 

‘‘(1) the applicable dollar amount for the 
calendar year in which the taxable year be-
gins, and 

‘‘(2) the number of tons of Indian coal— 
‘‘(A) the production of which is attrib-

utable to the taxpayer (determined under 
rules similar to the rules under section 
29(d)(3)), and 

‘‘(B) which is sold by the taxpayer to an 
unrelated person during the taxable year. 

‘‘(b) INDIAN COAL.—For purposes of this 
section— 

‘‘(1) IN GENERAL.—The term ‘Indian coal’ 
means coal which is produced from coal re-
serves which, on June 14, 2005— 

‘‘(A) were owned by an Indian tribe, or 
‘‘(B) were held in trust by the United 

States for the benefit of an Indian tribe or 
its members. 

‘‘(2) INDIAN TRIBE.—For purposes of this 
subsection, the term ‘Indian tribe’ has the 
meaning given such term by section 
7871(c)(3)(E)(ii). 

‘‘(c) OTHER TERMS.—For purposes of this 
section— 

‘‘(1) APPLICABLE DOLLAR AMOUNT.— 
‘‘(A) IN GENERAL.—The term ‘applicable 

dollar amount’ means— 
‘‘(i) $1.50 in the case of calendar years 2006 

through 2009, and 
‘‘(ii) $2.00 in the case of calendar years be-

ginning after 2009. 
‘‘(B) INFLATION ADJUSTMENT.—In the case 

of any calendar year after 2006, each of the 
dollar amounts under subparagraph (A) shall 
be equal to the product of such dollar 
amount and the inflation adjustment factor 
determined under section 45(e)(2)(B) for the 
calendar year, except that such section shall 
be applied by substituting ‘2005’ for ‘1992’. 

‘‘(2) UNRELATED PERSON.—The term ‘unre-
lated person’ has the same meaning as when 
such term is used in section 45. 

‘‘(d) TERMINATION.—This section shall not 
apply to sales after December 31, 2012.’’ 

(b) CREDIT MADE PART OF GENERAL BUSI-
NESS CREDIT.—Subsection (b) of section 38, as 
amended by this Act, is amended by striking 
‘‘plus’’ at the end of paragraph (22), by strik-
ing the period at the end of paragraph (23) 
and inserting ‘‘, plus’’, and by adding at the 
end the following new paragraph: 

‘‘(24) the Indian coal production credit de-
termined under section 45N(a).’’. 

(c) ALLOWANCE AGAINST MINIMUM TAX.— 
Section 38(c)(4) (relating to specified credits) 
is amended by striking the period at the end 
of clause (ii) and inserting ‘‘, or’’ and by add-
ing at the end the following: 

‘‘(iii) the credit determined under section 
45N.’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to sales 
after December 31, 2005. 
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SEC. 1549. CREDIT FOR REPLACEMENT STOVES 

MEETING ENVIRONMENTAL STAND-
ARDS IN NON-ATTAINMENT AREAS. 

(a) IN GENERAL.—Subpart A of part IV of 
subchapter A of chapter 1 (relating to non-
refundable personal credits), as amended by 
this Act, is amended by inserting after sec-
tion 25D the following new section: 
‘‘SEC. 25E. REPLACEMENT STOVES IN AREAS 

WITH POOR AIR QUALITY. 
‘‘(a) ALLOWANCE OF CREDIT.—In the case of 

an individual, there shall be allowed as a 
credit against the tax imposed by this chap-
ter for the taxable year an amount equal to 
the lesser— 

‘‘(1) the qualified stove replacement ex-
penditures of the taxpayer for the taxable 
year, or 

‘‘(2) $500 multiplied by the number of non-
compliant wood stoves replaced by the tax-
payer during the taxable year. 

‘‘(b) QUALIFIED STOVE REPLACEMENT EX-
PENDITURES.—For purposes of this section— 

‘‘(1) IN GENERAL.—The term ‘qualified stove 
replacement expenditures’ means expendi-
tures made by the taxpayer for the installa-
tion of a compliant stove which— 

‘‘(A) is installed in a dwelling unit which— 
‘‘(i) is located in the United States in an 

area which, at the time of the installation, is 
designated by the Environmental Protection 
Agency as a non-attainment area for partic-
ulate matter less than 2.5 micrometers in di-
ameter or a non-attainment area for particu-
late matter less than 10 micrometers in di-
ameter, and 

‘‘(ii) is used as a residence, and 
‘‘(B) replaces a noncompliant wood stove 

used in the dwelling unit. 

Such term includes expenditures for labor 
costs properly allocable to the onsite prepa-
ration, assembly, or original installation of 
the compliant stove. 

‘‘(2) COMPLIANT STOVE.—The term ‘compli-
ant stove’ means a solid fuel burning stove 
which meets the requirements set forth in 
the ‘Standards of Performance for Residen-
tial Wood Heaters’ issued by the Environ-
mental Protection Agency. 

‘‘(3) NONCOMPLIANT WOOD STOVE.—The term 
‘noncompliant wood stove’ means any wood 
stove other than a compliant stove. 

‘‘(c) OTHER RULES.—Rules similar to the 
rules of paragraphs (3) and (4) of section 
25C(d) shall apply for purposes of this sec-
tion. 

‘‘(d) BASIS ADJUSTMENT.—If an expenditure 
to which this section applies results in an in-
crease in basis in any property, the increase 
shall be reduced by the amount of the credit 
allowed under this section with respect to 
the expenditure. 

‘‘(e) TERMINATION.—This section shall not 
apply to expenditures made after December 
31, 2008.’’ 

(b) CONFORMING AMENDMENTS.— 
(1) Subsection (a) of section 1016, as amend-

ed by this Act, is amended by striking ‘‘and’’ 
at the end of paragraph (38), by striking the 
period at the end of paragraph (39) and in-
serting ‘‘, and’’, and by adding at the end the 
following new paragraph: 

‘‘(40) to the extent provided in section 
25E(e), in the case of amounts with respect 
to which a credit has been allowed under sec-
tion 25E.’’. 

(2) The table of sections for subpart A of 
part IV of subchapter A of chapter 1, as 
amended by this Act, is amended by insert-
ing after the item relating to section 25D the 
following new item: 

‘‘Sec. 25E. Replacement stoves in areas with 
poor air quality.’’. 

(c) EFFECTIVE DATES.—The amendments 
made by this section shall apply to expendi-
tures for stoves purchased after the date of 
the enactment of this Act. 

SEC. 1550. EXEMPTION FOR EQUIPMENT FOR 
TRANSPORTING BULK BEDS OF 
FARM CROPS FROM EXCISE TAX ON 
RETAIL SALE OF HEAVY TRUCKS 
AND TRAILERS. 

(a) IN GENERAL.—Section 4053 of the Inter-
nal Revenue Code of 1986 (relating to exemp-
tions) is amended by adding at the end the 
following new paragraph: 

‘‘(9) BULK BEDS FOR TRANSPORTING FARM 
CROPS.—Any box, container, receptacle, bin, 
or other similar article the length of which 
does not exceed 26 feet, which is mounted or 
placed on an automobile truck, and which is 
sold to a person who certifies to the seller 
that— 

‘‘(A) such person is actively engaged in the 
trade or business of farming, and 

‘‘(B) the primary use of the article is to 
haul to farms (and on farms) farm crops 
grown in connection with such trade or busi-
ness.’’. 

(b) RECAPTURE OF TAX UPON RESALE OR 
NONEXEMPT USE.—Section 4052 (relating to 
definitions and special rules) is amended by 
redesignating subsection (g) as subsection 
(h) and by inserting after subsection (f) the 
following new subsection: 

‘‘(g) IMPOSITION OF TAX ON SALES, ETC., 
WITHIN 2 YEARS OF BULK BEDS FOR TRANS-
PORTING FARM CROPS PURCHASED TAX-FREE.— 

‘‘(1) IN GENERAL.—If— 
‘‘(A) no tax was imposed under section 4051 

on the first retail sale of any article de-
scribed in section 4053(9) by reason of its ex-
empt use, and 

‘‘(B) within 2 years after the date of such 
first retail sale, such article is resold by the 
purchaser or such purchaser makes a sub-
stantial nonexempt use of such article, then 
such sale or use of such article by such pur-
chaser shall be treated as the first retail sale 
of such article for a price equal to its fair 
market value at the time of such sale or use. 

‘‘(2) EXEMPT USE.—For purposes of this sub-
section, the term ‘exempt use’ means any 
use of an article described in section 4053(9) 
if the first retail sale of such article is not 
taxable under section 4051 by reason of such 
use.’’. 

(b) EFFECTIVE DATE.—The amendments 
made by this section shall apply to sales 
after September 30, 2005. 
SEC. 1551. NATIONAL ACADEMY OF SCIENCES 

STUDY AND REPORT. 
(a) STUDY.—Not later than 60 days after 

the date of the enactment of this Act, the 
Secretary of the Treasury shall enter into an 
agreement with the National Academy of 
Sciences under which the National Academy 
of Sciences shall conduct a study to define 
and evaluate the health, environmental, se-
curity, and infrastructure external costs and 
benefits associated with the production and 
consumption of energy that are not or may 
not be fully incorporated into the market 
price of such energy, or into the Federal tax 
or fee or other applicable revenue measure 
related to such production or consumption. 

(b) REPORT.—Not later than 2 years after 
the date on which the agreement under sub-
section (a) is entered into, the National 
Academy of Sciences shall submit to Con-
gress a report on the study conducted under 
subsection (a). 

Subtitle F—Revenue Raising Provisions 
SEC. 1561. TREATMENT OF KEROSENE FOR USE 

IN AVIATION. 
(a) ALL KEROSENE TAXED AT HIGHEST 

RATE.— 
(1) IN GENERAL.—Section 4081(a)(2)(A) (re-

lating to rates of tax) is amended by adding 
‘‘and’’ at the end of clause (ii), by striking ‘‘, 
and’’ at the end of clause (iii) and inserting 
a period, and by striking clause (iv). 

(2) EXCEPTION FOR USE IN AVIATION.—Sub-
paragraph (C) of section 4081(a)(2) is amended 
to read as follows: 

‘‘(C) TAXES IMPOSED ON FUEL USED IN AVIA-
TION.—In the case of kerosene which is re-
moved from any refinery or terminal di-
rectly into the fuel tank of an aircraft for 
use in aviation, the rate of tax under sub-
paragraph (A)(iii) shall be— 

‘‘(i) in the case of use for commercial avia-
tion by a person registered for such use 
under section 4101, 4.3 cents per gallon, and 

‘‘(ii) in the case of use for aviation not de-
scribed in clause (i), 21.8 cents per gallon.’’. 

(3) APPLICABLE RATE IN CASE OF CERTAIN RE-
FUELER TRUCKS, TANKERS, AND TANK WAG-
ONS.—Section 4081(a)(3) (relating to certain 
refueler trucks, tankers, and tank wagons 
treated as terminals) is amended— 

(A) by striking ‘‘a secured area of’’ in sub-
paragraph (A)(i), and 

(B) by adding at the end the following new 
subparagraph: 

‘‘(D) APPLICABLE RATE.—For purposes of 
paragraph (2)(C), in the case of any kerosene 
treated as removed from a terminal by rea-
son of this paragraph— 

‘‘(i) the rate of tax specified in paragraph 
(2)(C)(i) in the case of use described in such 
paragraph shall apply if such terminal is lo-
cated within a secured area of an airport, 
and 

‘‘(ii) the rate of tax specified in paragraph 
(2)(C)(ii) shall apply in all other cases.’’. 

(4) CONFORMING AMENDMENTS.— 
(A) Sections 4081(a)(3)(A) and 4082(b) are 

amended by striking ‘‘aviation-grade’’ each 
place it appears. 

(B) Section 4081(a)(4) is amended by strik-
ing ‘‘paragraph (2)(C)’’ and inserting ‘‘para-
graph (2)(C)(i)’’. 

(C) The heading for paragraph (4) of section 
4081(a) is amended by striking ‘‘AVIATION- 
GRADE’’. 

(D) Section 4081(d)(2) is amended by strik-
ing so much as precedes subparagraph (A) 
and inserting the following: 

‘‘(2) AVIATION FUELS.—The rates of tax 
specified in subsections (a)(2)(A)(ii) and 
(a)(2)(C)(ii) shall be 4.3 cents per gallon—’’. 

(E) Subsection (e) of section 4082 is amend-
ed— 

(i) by striking ‘‘aviation-grade’’, 
(ii) by striking ‘‘section 4081(a)(2)(A)(iv)’’ 

and inserting ‘‘section 4081(a)(2)(A)(iii)’’, and 
(iii) by striking ‘‘Aviation-Grade Ker-

osene’’ in the heading thereof and inserting 
‘‘Kerosene Removed Into an Aircraft’’. 

(b) REDUCED RATE FOR USE OF CERTAIN LIQ-
UIDS IN AVIATION.— 

(1) IN GENERAL.—Subsection (c) of section 
4041 (relating to imposition of tax) is amend-
ed— 

(A) by striking ‘‘aviation-grade kerosene’’ 
in paragraph (1) and inserting ‘‘any liquid for 
use as a fuel other than aviation gasoline’’, 

(B) by striking ‘‘aviation-grade kerosene’’ 
in paragraph (2) and inserting ‘‘liquid for use 
as a fuel other than aviation gasoline’’, 

(C) by striking paragraph (3) and inserting 
the following new paragraph: 

‘‘(3) RATE OF TAX.—The rate of tax imposed 
by this subsection shall be 21.8 cents per gal-
lon (4.3 cents per gallon with respect to any 
sale or use for commercial aviation).’’, and 

(D) by striking ‘‘Aviation-Grade Kerosene’’ 
in the heading thereof and inserting ‘‘Cer-
tain Liquids Used as a Fuel in Aviation’’. 

(2) PARTIAL REFUND OF FULL RATE.— 
(A) IN GENERAL.—Paragraph (2) of section 

6427(l) (relating to nontaxable uses of diesel 
fuel, kerosene and aviation fuel) is amended 
to read as follows: 

‘‘(2) NONTAXABLE USE.—For purposes of this 
subsection, the term ‘nontaxable use’ means 
any use which is exempt from the tax im-
posed by section 4041(a)(1) other than by rea-
son of a prior imposition of tax.’’. 

(B) REFUNDS FOR NONCOMMERCIAL AVIA-
TION.—Section 6427(l) (relating to nontaxable 
uses of diesel fuel, kerosene and aviation 
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fuel) is amended by redesignating paragraph 
(5) as paragraph (6) and by inserting after 
paragraph (4) the following new paragraph: 

‘‘(5) REFUNDS FOR KEROSENE USED IN NON-
COMMERCIAL AVIATION.— 

‘‘(A) IN GENERAL.—In the case of kerosene 
used in aviation not described in paragraph 
(4)(A) (other than any use which is exempt 
from the tax imposed by section 4041(c) other 
than by reason of a prior imposition of tax), 
paragraph (1) shall not apply to so much of 
the tax imposed by section 4081 as is attrib-
utable to— 

‘‘(i) the Leaking Underground Storage 
Tank Trust Fund financing rate imposed by 
such section, and 

‘‘(ii) so much of the rate of tax specified in 
section 4081(a)(2)(A)(iii) as does not exceed 
the rate specified in section 4081(a)(2)(C)(ii). 

‘‘(B) PAYMENT TO ULTIMATE, REGISTERED 
VENDOR.—The amount which would be paid 
under paragraph (1) with respect to any ker-
osene shall be paid only to the ultimate ven-
dor of such kerosene. A payment shall be 
made to such vendor if such vendor— 

‘‘(i) is registered under section 4101, and 
‘‘(ii) meets the requirements of subpara-

graph (A), (B), or (D) of section 6416(a)(1).’’. 
(3) CONFORMING AMENDMENTS.— 
(A) Section 4041(a)(1)(B) is amended by 

striking the last sentence. 
(B) The heading for subsection (l) of sec-

tion 6427 is amended by striking ‘‘, Kerosene 
and Aviation Fuel’’ and inserting ‘‘and Ker-
osene’’. 

(C) Section 4082(d)(2)(B) is amended by 
striking ‘‘section 6427(l)(5)(B)’’ and inserting 
‘‘section 6427(l)(6)(B)’’. 

(D) Section 6427(i)(4)(A) is amended— 
(i) by striking ‘‘paragraph (4)(B) or (5)’’ 

both places it appears and inserting ‘‘para-
graph (4)(B), (5), or (6)’’, and 

(ii) by striking ‘‘subsection (b)(4) and sub-
section (l)(5)’’ in the last sentence and in-
serting ‘‘subsections (b)(4), (l)(5), and (l)(6)’’. 

(E) Paragraph (4) of section 6427(l) is 
amended— 

(i) by striking ‘‘aviation-grade’’ in sub-
paragraph (A), 

(ii) by striking ‘‘section 4081(a)(2)(A)(iv)’’ 
and inserting ‘‘section 4081(a)(2)(iii)’’, 

(iii) by striking ‘‘aviation-grade kerosene’’ 
in subparagraph (B) and inserting ‘‘kerosene 
used in commercial aviation as described in 
subparagraph (A)’’, and 

(iv) by striking ‘‘AVIATION-GRADE KER-
OSENE’’ in the heading thereof and inserting 
‘‘KEROSENE USED IN COMMERCIAL AVIATION’’. 

(F) Section 6427(l)(6)(B), as redesignated by 
paragraph (2)(B), is amended by striking 
‘‘aviation-grade kerosene’’ and inserting 
‘‘kerosene used in aviation’’. 

(c) TRANSFERS FROM HIGHWAY TRUST FUND 
OF TAXES ON FUELS USED IN AVIATION TO AIR-
PORT AND AIRWAY TRUST FUND.— 

(1) IN GENERAL.—Section 9503(c) (relating 
to expenditures from Highway Trust Fund) is 
amended by adding at the end the following 
new paragraph: 

‘‘(7) TRANSFERS FROM THE TRUST FUND FOR 
CERTAIN AVIATION FUEL TAXES.—The Sec-
retary shall pay at least monthly from the 
Highway Trust Fund into the Airport and 
Airway Trust Fund amounts (as determined 
by the Secretary) equivalent to the taxes re-
ceived on or after October 1, 2005, and before 
October 1, 2011, under section 4081 with re-
spect to so much of the rate of tax as does 
not exceed— 

‘‘(A) 4.3 cents per gallon of kerosene with 
respect to which a payment has been made 
by the Secretary under section 6427(l)(4), and 

‘‘(B) 21.8 cents per gallon of kerosene with 
respect to which a payment has been made 
by the Secretary under section 6427(l)(5). 

Transfers under the preceding sentence shall 
be made on the basis of estimates by the Sec-

retary, and proper adjustments shall be 
made in the amounts subsequently trans-
ferred to the extent prior estimates were in 
excess of or less than the amounts required 
to be transferred.’’. 

(2) CONFORMING AMENDMENTS.— 
(A) Section 9502(a) is amended by striking 

‘‘appropriated or credited to the Airport and 
Airway Trust Fund as provided in this sec-
tion or section 9602(b)’’ and inserting ‘‘appro-
priated, credited, or paid into the Airport 
and Airway Trust Fund as provided in this 
section, section 9503(c)(7), or section 9602(b)’’. 

(B) Section 9502(b)(1) is amended— 
(i) by striking ‘‘subsections (c) and (e) of 

section 4041’’ in subparagraph (A) and insert-
ing ‘‘section 4041(c)’’, and 

(ii) by striking ‘‘and aviation-grade ker-
osene’’ in subparagraph (C) and inserting 
‘‘and kerosene to the extent attributable to 
the rate specified in section 4081(a)(2)(C)’’. 

(C) Section 9503(b) is amended by striking 
paragraph (3). 

(d) CERTAIN REFUNDS NOT TRANSFERRED 
FROM AIRPORT AND AIRWAY TRUST FUND.— 
Section 9502(d)(2) (relating to transfers from 
Airport and Airway Trust Fund on account 
of certain refunds) is amended by inserting 
‘‘(other than subsections (l)(4) and (l)(5) 
thereof)’’ after ‘‘or 6427 (relating to fuels not 
used for taxable purposes)’’. 

(e) EFFECTIVE DATE.—The amendments 
made by this section shall apply to fuels or 
liquids removed, entered, or sold after Sep-
tember 30, 2005. 
SEC. 1562. REPEAL OF ULTIMATE VENDOR RE-

FUND CLAIMS WITH RESPECT TO 
FARMING. 

(a) IN GENERAL.—Subparagraph (A) of sec-
tion 6427(l)(6) (relating to registered vendors 
to administer claims for refund of diesel fuel 
or kerosene sold to farmers and State and 
local governments), as redesignated by sec-
tion 1561, is amended to read as follows: 

‘‘(A) IN GENERAL.—Paragraph (1) shall not 
apply to diesel fuel or kerosene used by a 
State or local government.’’. 

(b) CONFORMING AMENDMENT.—The heading 
of paragraph (6) of section 6427(l), as so redes-
ignated, is amended by striking ‘‘FARMERS 
AND’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to sales 
after September 30, 2005. 
SEC. 1563. REFUNDS OF EXCISE TAXES ON EX-

EMPT SALES OF FUEL BY CREDIT 
CARD. 

(a) REGISTRATION OF PERSON EXTENDING 
CREDIT ON CERTAIN EXEMPT SALES OF FUEL.— 
Section 4101(a) (relating to registration) is 
amended by adding at the end the following 
new paragraph: 

‘‘(4) REGISTRATION OF PERSONS EXTENDING 
CREDIT ON CERTAIN EXEMPT SALES OF FUEL.— 
The Secretary shall require registration by 
any person which— 

‘‘(A) extends credit by credit card to any 
ultimate purchaser described in subpara-
graph (C) or (D) of section 6416(b)(2) for the 
purchase of taxable fuel upon which tax has 
been imposed under section 4041 or 4081, and 

‘‘(B) does not collect the amount of such 
tax from such ultimate purchaser.’’. 

(b) REFUNDS OF TAX ON GASOLINE.— 
(1) IN GENERAL.—Paragraph (4) of section 

6416(a) (relating to condition to allowance) is 
amended— 

(A) by inserting ‘‘except as provided in sub-
paragraph (B),’’ after ‘‘For purposes of this 
subsection,’’ in subparagraph (A), 

(B) by redesignating subparagraph (B) as 
subparagraph (C) and by inserting after sub-
paragraph (A) the following new subpara-
graph: 

‘‘(B) CREDIT CARD ISSUER.—For purposes of 
this subsection, if the purchase of gasoline 
described in subparagraph (A) (determined 
without regard to the registration status of 

the ultimate vendor) is made by means of a 
credit card issued to the ultimate purchaser, 
paragraph (1) shall not apply and the person 
extending the credit to the ultimate pur-
chaser shall be treated as the person (and the 
only person) who paid the tax, but only if 
such person— 

‘‘(i) is registered under section 4101(a)(4), 
and 

‘‘(ii) has established, under regulations 
prescribed by the Secretary, that such per-
son— 

‘‘(I) has not collected the amount of the 
tax from the person who purchased such arti-
cle, or 

‘‘(II) has obtained the written consent from 
the ultimate purchaser to the allowance of 
the credit or refund, and 

‘‘(iii) has so established that such person— 
‘‘(I) has repaid or agreed to repay the 

amount of the tax to the ultimate vendor, 
‘‘(II) has obtained the written consent of 

the ultimate vendor to the allowance of the 
credit or refund, or 

‘‘(III) has otherwise made arrangements 
which directly or indirectly assure the ulti-
mate vendor of reimbursement of such tax. 
If clause (i), (ii), or (iii) is not met by such 
person extending the credit to the ultimate 
purchaser, then such person shall collect an 
amount equal to the tax from the ultimate 
purchaser and only such ultimate purchaser 
may claim such credit or refund.’’, 

(C) by striking ‘‘subparagraph (A)’’ in sub-
paragraph (C), as redesignated by paragraph 
(2), and inserting ‘‘subparagraph (A) or (B)’’, 

(D) by inserting ‘‘or credit card issuer’’ 
after ‘‘vendor’’ in subparagraph (C), as so re-
designated, and 

(E) by inserting ‘‘OR CREDIT CARD ISSUER’’ 
after ‘‘VENDOR’’ in the heading thereof. 

(2) CONFORMING AMENDMENT.—Section 
6416(b)(2) is amended by adding at the end 
the following new sentence: ‘‘Subparagraphs 
(C) and (D) shall not apply in the case of any 
tax imposed on gasoline under section 4081 if 
the requirements of subsection (a)(4) are not 
met.’’ 

(c) DIESEL FUEL OR KEROSENE.—Paragraph 
(6) of section 6427(l) (relating to nontaxable 
uses of diesel fuel and kerosene), as redesig-
nated by section 1561, is amended— 

(1) by striking ‘‘The amount’’ in subpara-
graph (C) and inserting ‘‘Except as provided 
in subparagraph (D), the amount’’, and 

(2) by adding at the end the following new 
subparagraph: 

‘‘(D) CREDIT CARD ISSUER.—For purposes of 
this paragraph, if the purchase of any fuel 
described in subparagraph (A) (determined 
without regard to the registration status of 
the ultimate vendor) is made by means of a 
credit card issued to the ultimate purchaser, 
the Secretary shall pay to the person extend-
ing the credit to the ultimate purchaser the 
amount which would have been paid under 
paragraph (1) (but for subparagraph (A)), but 
only if such person meets the requirements 
of clauses (i), (ii), and (iii) of section 
6416(a)(4)(B). If such clause (i), (ii), or (iii) is 
not met by such person extending the credit 
to the ultimate purchaser, then such person 
shall collect an amount equal to the tax 
from the ultimate purchaser and only such 
ultimate purchaser may claim such 
amount.’’. 

(d) CONFORMING PENALTY AMENDMENTS.— 
(1) Section 6206 (relating to special rules 

applicable to excessive claims under sections 
6420, 6421, and 6427) is amended— 

(A) by striking ‘‘Any portion’’ in the first 
sentence and inserting ‘‘Any portion of a re-
fund made under section 6416(a)(4) and any 
portion’’, 

(B) by striking ‘‘payments under sections 
6420’’ in the first sentence and inserting ‘‘re-
funds under section 6416(a)(4) and payments 
under sections 6420’’, 

VerDate Aug 04 2004 04:57 Jun 21, 2005 Jkt 039060 PO 00000 Frm 00077 Fmt 0624 Sfmt 0634 E:\CR\FM\A20JN6.086 S20PT1



CONGRESSIONAL RECORD — SENATES6862 June 20, 2005 
(C) by striking ‘‘section 6420’’ in the second 

sentence and inserting ‘‘section 6416(a)(4), 
6420’’, and 

(D) by striking ‘‘SECTIONS 6420, 6421, and 
6427’’ in the heading thereof and inserting 
‘‘CERTAIN SECTIONS’’. 

(2) Section 6675(a) is amended by inserting 
‘‘section 6416(a)(4) (relating to certain sales 
of gasoline),’’ after ‘‘made under’’. 

(3) Section 6675(b)(1) is amended by insert-
ing ‘‘6416(a)(4),’’ after ‘‘under section’’. 

(4) The item relating to section 6206 in the 
table of sections for subchapter A of chapter 
63 is amended by striking ‘‘sections 6420, 
6421, and 6427’’ and inserting ‘‘certain sec-
tions’’. 

(e) EFFECTIVE DATE.—The amendments 
made by this section shall apply to sales 
after December 31, 2005. 
SEC. 1564. ADDITIONAL REQUIREMENT FOR EX-

EMPT PURCHASES. 
(a) STATE AND LOCAL GOVERNMENTS.— 
(1) Subparagraph (C) of section 6416(b)(2) 

(relating to specified uses and resales) is 
amended to read as follows: 

‘‘(C) sold to a State or local government 
for the exclusive use of a State or local gov-
ernment (as defined in section 4221(d)(4) and 
certified as such by the State) or sold to a 
qualified volunteer fire department (as de-
fined in section 150(e)(2) and certified as such 
by the State) for its exclusive use;’’. 

(2) Section 4041(g)(2) (relating to other ex-
emptions) is amended by striking ‘‘or the 
District of Columbia’’ and inserting ‘‘the 
District of Columbia, or a qualified volun-
teer fire department (as defined in section 
150(e)(2)) (and certified as such by the State 
or the District of Columbia)’’. 

(b) NONPROFIT EDUCATIONAL ORGANIZA-
TIONS.— 

(1) Section 6416(b)(2)(D) is amended by in-
serting ‘‘(as defined in section 4221(d)(5) and 
certified to be in good standing by the State 
in which such organization is providing edu-
cational services)’’ after ‘‘organization’’. 

(2) Section 4041(g)(4) is amended— 
(A) by inserting ‘‘(certified to be in good 

standing by the State in which such organi-
zation is providing educational services)’’ 
after ‘‘organization’’ the first place it ap-
pears, and 

(B) by striking ‘‘use by a’’ and inserting 
‘‘use by such a’’. 

(c) NONAPPLICATION OF CERTIFICATION RE-
QUIREMENTS FOR THE REFUND OF CERTAIN 
TAXES.—Section 6416(b)(2) is amended by add-
ing at the end the following new sentence: 
‘‘With respect to any tax paid under sub-
chapter D of chapter 32, the certification re-
quirements under subparagraphs (C) and (D) 
shall not apply.’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to sales 
after December 31, 2005. 
SEC. 1565. REREGISTRATION IN EVENT OF 

CHANGE IN OWNERSHIP. 
(a) IN GENERAL.—Section 4101(a) (relating 

to registration) is amended by adding at the 
end the following new paragraph: 

‘‘(4) REREGISTRATION IN EVENT OF CHANGE IN 
OWNERSHIP.—Under regulations prescribed by 
the Secretary, a person (other than a cor-
poration the stock of which is regularly 
traded on an established securities market) 
shall be required to reregister under this sec-
tion if after a transaction (or series of re-
lated transactions) more than 50 percent of 
ownership interests in, or assets of, such per-
son are held by persons other than persons 
(or persons related thereto) who held more 
than 50 percent of such interests or assets 
before the transaction (or series of related 
transactions).’’. 

(b) CONFORMING AMENDMENTS.— 
(1) CIVIL PENALTY.—Section 6719 (relating 

to failure to register) is amended— 

(A) by inserting ‘‘or reregister’’ after ‘‘reg-
ister’’ each place it appears, 

(B) by inserting ‘‘OR REREGISTER’’ after 
‘‘REGISTER’’ in the heading for subsection 
(a), and 

(C) by inserting ‘‘OR REREGISTER’’ after 
‘‘REGISTER’’ in the heading thereof. 

(2) CRIMINAL PENALTY.—Section 7232 (relat-
ing to failure to register under section 4101, 
false representations of registration status, 
etc.) is amended— 

(A) by inserting ‘‘or reregister’’ after ‘‘reg-
ister’’, 

(B) by inserting ‘‘or reregistration’’ after 
‘‘registration’’, and 

(C) by inserting ‘‘OR REREGISTER’’ after 
‘‘REGISTER’’ in the heading thereof. 

(3) ADDITIONAL CIVIL PENALTY.—Section 
7272 (relating to penalty for failure to reg-
ister) is amended— 

(A) by inserting ‘‘or reregister’’ after ‘‘fail-
ure to register’’ in subsection (a), 

(B) by inserting ‘‘1OR REREGISTER’’ after 
‘‘REGISTER’’ in the heading thereof. 

(3) CLERICAL AMENDMENTS.—The item relat-
ing to section 6719 in the table of sections for 
part I of subchapter B of chapter 68, the item 
relating to section 7232 in the table of sec-
tions for part II of subchapter A of chapter 
75, and the item relating to section 7272 in 
the table of sections for subchapter B of 
chapter 75 are each amended by inserting ‘‘or 
reregister’’ after ‘‘register’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to actions, 
or failures to act, after the date of the enact-
ment of this Act. 
SEC. 1566. TREATMENT OF DEEP-DRAFT VESSELS. 

(a) IN GENERAL.—On and after the date of 
the enactment of this Act, the Secretary of 
the Treasury shall require that a vessel de-
scribed in section 4042(c)(1) of the Internal 
Revenue Code of 1986 be considered a vessel 
for purposes of the registration of the oper-
ator of such vessel under section 4101 of such 
Code, unless such operator uses such vessel 
exclusively for purposes of the entry of tax-
able fuel. 

(b) EXEMPTION FOR DOMESTIC BULK TRANS-
FERS BY DEEP-DRAFT VESSELS.— 

(1) IN GENERAL.—Subparagraph (B) of sec-
tion 4081(a)(1) (relating to tax on removal, 
entry, or sale) is amended to read as follows: 

‘‘(B) EXEMPTION FOR BULK TRANSFERS TO 
REGISTERED TERMINALS OR REFINERIES.— 

‘‘(i) IN GENERAL.—The tax imposed by this 
paragraph shall not apply to any removal or 
entry of a taxable fuel transferred in bulk by 
pipeline or vessel to a terminal or refinery if 
the person removing or entering the taxable 
fuel, the operator of such pipeline or vessel 
(except as provided in clause (ii)), and the 
operator of such terminal or refinery are reg-
istered under section 4101. 

‘‘(ii) NONAPPLICATION OF REGISTRATION TO 
VESSEL OPERATORS ENTERING BY DEEP-DRAFT 
VESSEL.—For purposes of clause (i), a vessel 
operator is not required to be registered with 
respect to the entry of a taxable fuel trans-
ferred in bulk by a vessel described in sec-
tion 4042(c)(1).’’. 

(2) EFFECTIVE DATE.—The amendment 
made by this subsection shall take effect on 
the date of the enactment of this Act. 
SEC. 1567. RECONCILIATION OF ON-LOADED 

CARGO TO ENTERED CARGO. 
(a) IN GENERAL.—Subsection (a) of section 

343 of the Trade Act of 2002 is amended by in-
serting at the end the following new para-
graph: 

‘‘(4) TRANSMISSION OF DATA.—Pursuant to 
paragraph (2), not later than 1 year after the 
date of enactment of this paragraph, the Sec-
retary of Homeland Security, after consulta-
tion with the Secretary of the Treasury, 
shall establish an electronic data inter-
change system through which the United 

States Customs and Border Protection shall 
transmit to the Internal Revenue Service in-
formation pertaining to cargoes of any tax-
able fuel (as defined in section 4083 of the In-
ternal Revenue Code of 1986) that the United 
States Customs and Border Protection has 
obtained electronically under its regulations 
adopted in accordance with paragraph (1). 
For this purpose, not later than 1 year after 
the date of enactment of this paragraph, all 
filers of required cargo information for such 
taxable fuels (as so defined) must provide 
such information to the United States Cus-
toms and Border Protection through such 
electronic data interchange system.’’. 

(b) EFFECTIVE DATE.—The amendment 
made by this section shall take effect on the 
date of the enactment of this Act. 
SEC. 1568. TAXATION OF GASOLINE 

BLENDSTOCKS AND KEROSENE. 
With respect to fuel entered or removed 

after September 30, 2005, the Secretary of the 
Treasury shall, in applying section 4083 of 
the Internal Revenue Code of 1986— 

(1) prohibit the nonbulk entry or removal 
of any gasoline blend stock without the im-
position of tax under section 4081 of such 
Code, and 

(2) shall not exclude mineral spirits from 
the definition of kerosene. 
SEC. 1569. NONAPPLICATION OF EXPORT EXEMP-

TION TO DELIVERY OF FUEL TO 
MOTOR VEHICLES REMOVED FROM 
UNITED STATES. 

(a) IN GENERAL.—Section 4221(d)(2) (defin-
ing export) is amended by adding at the end 
the following new sentence: ‘‘Such term does 
not include the delivery of a taxable fuel (as 
defined in section 4083(a)(1)) into a fuel tank 
of a motor vehicle which is shipped or driven 
out of the United States.’’. 

(b) CONFORMING AMENDMENTS.— 
(1) Section 4041(g) (relating to other ex-

emptions) is amended by adding at the end 
the following new sentence: ‘‘Paragraph (3) 
shall not apply to the sale of a liquid for de-
livery into a fuel tank of a motor vehicle 
which is shipped or driven out of the United 
States.’’. 

(2) Clause (iv) of section 4081(a)(1)(A) (re-
lating to tax on removal, entry, or sale) is 
amended by inserting ‘‘or at a duty-free sales 
enterprise (as defined in section 555(b)(8) of 
the Tariff Act of 1930)’’ after ‘‘section 4101’’. 

(c) EFFECTIVE DATE.—The amendments 
made by this section shall apply to sales or 
deliveries made after the date of the enact-
ment of this Act. 
SEC. 1570. PENALTY WITH RESPECT TO CERTAIN 

ADULTERATED FUELS. 
(a) IN GENERAL.—Part I of subchapter B of 

chapter 68 (relating to assessable penalties) 
is amended by adding at the end the fol-
lowing new section: 
‘‘SEC. 6720A. PENALTY WITH RESPECT TO CER-

TAIN ADULTERATED FUELS. 
‘‘(a) IN GENERAL.—Any person who know-

ingly transfers for resale, sells for resale, or 
holds out for resale any liquid for use in a 
diesel-powered highway vehicle or a diesel- 
powered train which does not meet applica-
ble EPA regulations (as defined in section 
45H(c)(3)), shall pay a penalty of $10,000 for 
each such transfer, sale, or holding out for 
resale, in addition to the tax on such liquid 
(if any). 

‘‘(b) PENALTY IN THE CASE OF RETAILERS.— 
Any person who knowingly holds out for sale 
(other than for resale) any liquid described 
in subsection (a), shall pay a penalty of 
$10,000 for each such holding out for sale, in 
addition to the tax on such liquid (if any).’’. 

(b) DEDICATION OF REVENUE.—Paragraph (5) 
of section 9503(b) (relating to certain pen-
alties) is amended by inserting ‘‘6720A,’’ 
after ‘‘6719,’’. 

(c) CLERICAL AMENDMENT.—The table of 
sections for part I of subchapter B of chapter 
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68 is amended by adding at the end the fol-
lowing new item: 

‘‘Sec. 6720A. Penalty with respect to certain 
adulterated fuels.’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to any 
transfer, sale, or holding out for sale or re-
sale occurring after the date of the enact-
ment of this Act. 
SEC. 1571. OIL SPILL LIABILITY TRUST FUND FI-

NANCING RATE. 
Section 4611(f) (relating to application of 

oil spill liability trust fund financing rate) is 
amended to read as follows: 

‘‘(f) APPLICATION OF OIL SPILL LIABILITY 
TRUST FUND FINANCING RATE.— 

‘‘(1) IN GENERAL.—Except as provided in 
paragraphs (2) and (3), the Oil Spill Liability 
Trust Fund financing rate under subsection 
(c) shall apply on and after April 1, 2007, or 
if later, the date which is 30 days after the 
last day of any calendar quarter for which 
the Secretary estimates that, as of the close 
of that quarter, the unobligated balance in 
the Oil Spill Liability Trust Fund is less 
than $2,000,000,000. 

‘‘(2) FUND BALANCE.—The Oil Spill Liabil-
ity Trust Fund financing rate shall not apply 
during a calendar quarter if the Secretary 
estimates that, as of the close of the pre-
ceding calendar quarter, the unobligated bal-
ance in the Oil Spill Liability Trust Fund ex-
ceeds $3,000,000,000. 

‘‘(3) TERMINATION.—The Oil Spill Liability 
Trust Fund financing rate shall not apply 
after December 31, 2014.’’. 
SEC. 1572. EXTENSION OF LEAKING UNDER-

GROUND STORAGE TANK TRUST 
FUND FINANCING RATE. 

(a) IN GENERAL.—Paragraph (3) of section 
4081(d) (relating to Leaking Underground 
Storage Tank Trust Fund financing rate) is 
amended by striking ‘‘2005’’ and inserting 
‘‘2011’’. 

(b) APPLICATION OF TAX ON DYED FUEL.— 
(1) IN GENERAL.—Section 4082(a) (relating 

to exemptions for diesel fuel and kerosene) is 
amended by inserting ‘‘(other than such tax 
at the Leaking Underground Storage Tank 
Trust Fund financing rate)’’ after ‘‘section 
4081’’. 

(2) NO REFUND.—Section 6427(l)(1) is amend-
ed by adding at the end the following new 
sentence: ‘‘The preceding sentence shall not 
apply to so much of the tax imposed by sec-
tion 4081 on dyed fuel described in section 
4082(a) as is attributable to the Leaking Un-
derground Storage Tank Trust Fund financ-
ing rate imposed by such section.’’. 

(c) CERTAIN REFUNDS AND CREDITS NOT 
CHARGED TO LUST TRUST FUND.—Subsection 
(c) of section 9508 (relating to Leaking Un-
derground Storage Tank Trust Fund) is 
amended to read as follows: 

‘‘(c) EXPENDITURES.—Amounts in the Leak-
ing Underground Storage Tank Trust Fund 
shall be available, as provided in appropria-
tion Acts, only for purposes of making ex-
penditures to carry out section 9003(h) of the 
Solid Waste Disposal Act as in effect on the 
date of the enactment of the Superfund 
Amendments and Reauthorization Act of 
1986.’’. 

(d) EFFECTIVE DATES.— 
(1) IN GENERAL.—Except as provided in 

paragraph (2), the amendments made by this 
section shall take effect on October 1, 2005. 

(2) APPLICATION OF TAX ON DYED FUEL.—The 
amendment made by subsection (b) shall 
apply to fuel entered, removed, or sold after 
December 31, 2005. 

SA 801. Mrs. LINCOLN submitted an 
amendment intended to be proposed to 
amendment SA 800 submitted by Mr. 
GRASSLEY (for himself and Mr. BAUCUS) 

to the bill H.R. 6, Reserved; which was 
ordered to lie on the table; as follows: 

At the end of subtitle E of title XV (relat-
ing to energy policy tax incentives) add the 
following: 
SEC. ll. RENEWABLE LIQUID FUELS EXCISE 

TAX CREDIT. 
(a) IN GENERAL.—Subchapter B of chapter 

65 (relating to rules of special application) is 
amended by inserting after section 6426 the 
following new section: 
‘‘SEC. 6426A. CREDIT FOR RENEWABLE LIQUID 

FUELS. 
‘‘(a) ALLOWANCE OF CREDITS.—There shall 

be allowed as a credit against the tax im-
posed by section 4081 an amount equal to the 
renewable liquid mixture credit. 

‘‘(b) RENEWABLE LIQUID MIXTURE CREDIT.— 
‘‘(1) IN GENERAL.—For purposes of this sec-

tion, the renewable liquid mixture credit is 
the product of the applicable amount and the 
number of gallons of renewable liquid used 
by the taxpayer in producing any renewable 
liquid mixture for sale or use in a trade or 
business of the taxpayer. 

‘‘(2) APPLICABLE AMOUNT.—For purposes of 
this section, the applicable amount is $1.00. 

‘‘(3) RENEWABLE LIQUID MIXTURE.—For pur-
poses of this section, the term ‘renewable 
liquid mixture’ means a mixture of renew-
able liquid and taxable fuel which— 

‘‘(A) is sold by the taxpayer producing such 
mixture to any person for use as a fuel or 
feedstock, or 

‘‘(B) is used as a fuel or feedstock by the 
taxpayer producing such mixture. 
For purposes of subparagraph (A), a mixture 
produced by any person at a refinery prior to 
a taxable event which includes renewable 
liquid shall be treated as sold at the time of 
its removal from the refinery (and only at 
such time) or sold to another person for use 
as a fuel or feedstock. 

‘‘(c) OTHER DEFINITIONS.—For purposes of 
this subsection: 

‘‘(1) RENEWABLE LIQUID.—The term ‘renew-
able liquid’ means liquid fuels derived from 
waste and byproduct streams including; agri-
cultural byproducts and wastes, aqua-culture 
products produced from waste streams, food 
processing plant byproducts, municipal solid 
and semi-solid waste streams, industrial 
waste streams, automotive scrap waste 
streams, and as further provided by regula-
tions. 

‘‘(2) TAXABLE FUEL.—The term ‘taxable 
fuel’ has the meaning given such term by 
section 4083(a)(1). 

‘‘(3) FEEDSTOCK.—The term ‘feedstock’ 
means any precursor material subject to fur-
ther processing to make a petrochemical, 
solvent, or other fuel which has the effect of 
displacing conventional fuels, or products 
produced from conventional fuels. 

‘‘(4) ADDITIONAL DEFINITIONS.—Any term 
used in this section which is also used in sec-
tion 40B shall have the meaning given such 
term by section 40B. 

‘‘(d) CERTIFICATION FOR RENEWABLE LIQUID 
FUEL.—No credit shall be allowed under this 
section unless the taxpayer obtains a certifi-
cation (in such form and manner as pre-
scribed by the Secretary) from the producer 
of the renewable liquid fuel, which identifies 
the product produced. 

‘‘(e) MIXTURE NOT USED AS FUEL, ETC.— 
‘‘(1) IMPOSITION OF TAX.—If— 
‘‘(A) any credit was determined under this 

section with respect to renewable liquid used 
in the production of any renewable liquid 
mixture, and 

‘‘(B) any person— 
‘‘(i) separates the renewable liquid from 

the mixture, or 
‘‘(ii) without separation, uses the mixture 

other than as a fuel, 

then there is hereby imposed on such person 
a tax equal to the product of the applicable 

amount and the number of gallons of such 
renewable liquid. 

‘‘(2) APPLICABLE LAWS.—All provisions of 
law, including penalties, shall, insofar as ap-
plicable and not inconsistent with this sec-
tion, apply in respect of any tax imposed 
under paragraph (1) as if such tax were im-
posed by section 4081 and not by this section. 

‘‘(f) COORDINATION WITH EXEMPTION FROM 
EXCISE TAX.—Rules similar to the rules 
under section 40 (c) shall apply for purposes 
of this section. 

‘‘(g) TERMINATION.—This section shall not 
apply to any sale, use, or removal for any pe-
riod after December 31, 2010.’’. 

(b) REGISTRATION REQUIREMENT.—Section 
4101(a)(1) (relating to registration), as 
amended by this Act, is amended by insert-
ing ‘‘and every person producing or import-
ing renewable liquid as defined in section 
6426A(c)(1)’’ before ‘‘shall register with the 
Secretary’’. 

(c) PAYMENTS.—Section 6427 is amended by 
inserting after subsection (f) the following 
new subsection: 

‘‘(g) RENEWABLE LIQUID USED TO PRODUCE 
MIXTURE.— 

‘‘(1) USED TO PRODUCE A MIXTURE.—If any 
person produces a mixture described in sec-
tion 6426A in such person’s trade or business, 
the Secretary shall pay (without interest) to 
such person an amount equal to the renew-
able liquid mixture credit with respect to 
such mixture. 

‘‘(2) COORDINATION WITH OTHER REPAYMENT 
PROVISIONS.—No amount shall be payable 
under paragraph (1) with respect to any mix-
ture with respect to which an amount is al-
lowed as a credit under section 6426A. 

‘‘(3) TERMINATION.—This subsection shall 
not apply with respect to any renewable liq-
uid fuel mixture (as defined in section 
6426A(b)(3) sold or used after December 31, 
2010.’’. 

(d) CONFORMING AMENDMENT.—The last sen-
tence of section 9503(b)(1) is amended by 
striking ‘‘section 6426’’ and inserting ‘‘sec-
tions 6426 and 6426A’’. 

(e) CLERICAL AMENDMENT.—The table of 
sections for subchapter B of chapter 65 is 
amended by inserting after the item relating 
to section 6426 the following new item: 
‘‘Sec. 6426A. Credit for renewable liquid 

fuels.’’. 
(f) EFFECTIVE DATES.— 
(1) IN GENERAL.—Except as otherwise pro-

vided in this subsection, the amendments 
made by this section shall apply to fuel sold 
or used on or after January 1, 2005. 

(2) REGISTRATION REQUIREMENT.—The 
amendment made by subsection (b) shall 
take effect on the date of the enactment of 
this Act. 
SEC. ll. RENEWABLE LIQUID INCOME TAX 

CREDIT. 
(a) IN GENERAL.—Subpart D of part IV of 

subchapter A of chapter 1 (relating to busi-
ness related credits) is amended by inserting 
after section 40A the following new section: 
‘‘SEC. 40B. RENEWABLE LIQUID USED AS FUEL. 

‘‘(a) GENERAL RULE.—For purposes of sec-
tion 38, the renewable liquid credit deter-
mined under this section for the taxable year 
is an amount equal to the sum of— 

‘‘(1) the renewable liquid mixture credit, 
plus 

‘‘(2) the renewable liquid credit. 
‘‘(b) DEFINITION OF RENEWABLE LIQUID MIX-

TURE CREDIT AND RENEWABLE LIQUID CRED-
IT.—For purposes of this section— 

‘‘(1) RENEWABLE LIQUID MIXTURE CREDIT.— 
‘‘(A) IN GENERAL.—The renewable liquid 

mixture credit of any taxpayer for any tax-
able year is $1.00 for each gallon of renewable 
liquid fuel used by the taxpayer in the pro-
duction of a qualified renewable liquid fuel 
mixture. 
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‘‘(B) QUALIFIED RENEWABLE LIQUID MIX-

TURE.—The term ‘qualified renewable liquid 
mixture’ means a mixture of renewable liq-
uid and taxable fuel (as defined in section 
4083(a)(1)), which— 

‘‘(i) is sold by the taxpayer producing such 
a mixture to any person for use as a fuel or 
feedstock, or 

‘‘(ii) is used as a fuel or feedstock by the 
taxpayer producing such mixture. 

‘‘(C) SALE OR USE MUST BE IN TRADE OR 
BUSINESS, ETC.—Renewable liquid used in the 
production of a qualified renewable liquid 
fuel mixture shall be taken into account— 

‘‘(i) only if the sale or use described in sub-
paragraph (B) is in a trade or business of the 
taxpayer, and 

‘‘(ii) for the taxable year in which such 
sale or use occurs. 

‘‘(2) RENEWABLE LIQUID CREDIT.— 
‘‘(A) IN GENERAL.—The renewable liquid 

credit of any taxpayer for any taxable year 
is $1.00 for each gallon of renewable liquid 
which is not in a mixture with taxable fuel 
and which during the taxable year— 

‘‘(i) is used by the taxpayer as a fuel or 
feedstock in a trade or business, or 

‘‘(ii) is sold by the taxpayer at retail to a 
person and placed in the fuel tank of such 
person’s vehicle. 

‘‘(B) USER CREDIT NOT TO APPLY TO RENEW-
ABLE LIQUID SOLD AT RETAIL.—No credit shall 
be allowed under subparagraph (A)(i) with re-
spect to any renewable liquid which was sold 
in a retail sale described in subparagraph 
(A)(ii). 

‘‘(c) CERTIFICATION FOR RENEWABLE LIQ-
UID.—No credit shall be allowed under this 
section unless the taxpayer obtains a certifi-
cation (in such form and manner as pre-
scribed by the Secretary) from the producer 
or importer of the renewable liquid fuel 
which identifies the product produced and 
percentage of renewable liquid fuel in the 
product. 

‘‘(d) COORDINATION WITH CREDIT AGAINST 
EXCISE TAX.—The amount of the credit de-
termined under this section with respect to 
any renewable liquid fuel shall be properly 
reduced to take into account any benefit 
provided with respect to such renewable liq-
uid fuel solely by reason of the application of 
section 6426A or 6427(g). 

‘‘(e) DEFINITIONS AND SPECIAL RULES.—For 
purposes of this section, the term ‘renewable 
liquid’ means liquid fuels derived from waste 
and byproduct streams including; agricul-
tural byproducts and wastes, agriculture ma-
terials produced from waste streams, food 
processing plant byproducts, municipal solid 
and semi-solid waste streams, industrial 
waste streams, automotive scrap waste 
streams, as further provided by regulations. 

‘‘(f) MIXTURE OR RENEWABLE LIQUID NOT 
USED AS A FUEL, ETC.— 

‘‘(1) MIXTURES.—If— 
‘‘(A) any credit was determined under this 

section with respect to renewable liquid used 
in the production of any qualified renewable 
liquid mixture, and 

‘‘(B) any person— 
‘‘(i) separates the renewable liquid from 

the mixture, or 
‘‘(ii) without separation, uses the mixture 

other than as a fuel, 

then there is hereby imposed on such person 
a tax equal to the product of the rate appli-
cable under subsection (b)(1)(A) and the 
number of gallons of such renewable liquid in 
such mixture. 

‘‘(2) RENEWABLE LIQUID.—If— 
‘‘(A) any credit was determined under this 

section with respect to the retail sale of any 
renewable liquid, and 

‘‘(B) any person mixes such renewable liq-
uid or uses such renewable liquid other than 
as a fuel, then there is hereby imposed on 

such person a tax equal to the product of the 
rate applicable under subsection (b)(2)(A) 
and the number of gallons of such renewable 
liquid. 

‘‘(3) APPLICABLE LAWS.—All provisions of 
law, including penalties, shall, insofar as ap-
plicable and not inconsistent with this sec-
tion, apply in respect of any tax imposed 
under subparagraph (A) or (B) as if such tax 
were imposed by section 4081 and not by this 
chapter. 

‘‘(g) PASS-THRU IN THE CASE OF ESTATES 
AND TRUSTS.—Under regulations prescribed 
by the Secretary, rules similar to the rules 
of subsection (d) of section 52 shall apply. 

‘‘(h) TERMINATION.—This section shall not 
apply to any sale or use after December 31, 
2010.’’. 

(b) CREDIT TREATED AS PART OF GENERAL 
BUSINESS CREDIT.—Section 38(b) of the Inter-
nal Revenue Code of 1986 (relating to current 
year business credit), as amended by this 
Act, is amended by striking ‘‘plus’’ at the 
end of paragraph (23), by striking the period 
at the end of paragraph (24), and inserting ‘‘, 
plus’’, and by inserting after paragraph (24) 
the following new paragraph: 

‘‘(25) The renewable liquid credit deter-
mined under section 40B.’’. 

(c) CLERICAL AMENDMENT.—The table of 
sections for subpart D of part IV of sub-
chapter A of chapter I of the Internal Rev-
enue Code of 1986 is amended by inserting 
after the item relating to section 40A the fol-
lowing new item: 

‘‘Sec. 40B. Renewable liquid used as fuel.’’. 

(d) EFFECTIVE DATE.—The amendments 
made by this section shall apply to fuel pro-
duced, and sold as used, on or after January 
1, 2005. 

SA 802. Mr. VITTER submitted an 
amendment intended to be proposed by 
him to the bill H.R. 6, Reserved; which 
was ordered to lie on the table; as fol-
lows: 

Beginning on page 245, strike line 7 and all 
that follows through page 250, line 11, and in-
sert the following: 

(a) AMENDMENT.— 
(1) IN GENERAL.—Section 8 of the Outer 

Continental Shelf Lands Act (43 U.S.C. 1337) 
is amended by adding at the end the fol-
lowing: 

‘‘(p)(1) The Secretary, in consultation with 
the Secretary of the Department in which 
the Coast Guard is operating and other rel-
evant departments and agencies of the Fed-
eral Government, may grant a lease, ease-
ment, right-of-way, license, or permit on the 
outer Continental Shelf for activities not 
otherwise authorized under this Act, the 
Deepwater Port Act of 1974 (33 U.S.C. 1501 et 
seq.), the Ocean Thermal Energy Conversion 
Act of 1980 (42 U.S.C. 9101 et seq.), or other 
applicable law, if those activities support or 
promote— 

‘‘(A) exploration, development, production, 
transportation, or storage of oil, natural gas, 
or other minerals; 

‘‘(B) production, transportation, or trans-
mission of energy from sources other than 
oil and gas; or 

‘‘(C) use, for energy-related or marine-re-
lated purposes, of facilities in use on or be-
fore the date of enactment of this subsection 
for activities authorized under this Act. 

‘‘(2)(A)(i) Subject to paragraph (3), the Sec-
retary shall establish reasonable forms of 
payment for any lease, easement, right-of- 
way, license, or permit under this sub-
section, including a royalty, fee, rental, 
bonus, or other payment, as the Secretary 
determines to be appropriate. 

‘‘(ii) The Secretary may establish a form of 
payment described in clause (i) by rule or by 

agreement with the holder of the lease, ease-
ment, right-of-way, license, or permit. 

‘‘(B) In establishing a form of, or schedule 
relating to, a payment under subparagraph 
(A), the Secretary shall take into consider-
ation the economic viability of a proposed 
activity. 

‘‘(C) The Secretary may, by rule, provide 
for relief from or reduction of a payment 
under subparagraph (A)— 

‘‘(i) if, without the relief or reduction, an 
activity relating to a lease, easement, right- 
of-way, license, or permit under this sub-
section would be uneconomical; 

‘‘(ii) to encourage a particular activity; or 
‘‘(iii) for another reason, as the Secretary 

determines to be appropriate. 
‘‘(D) If the holder of a lease, easement, 

right-of-way, license, or permit under this 
subsection fails to make a payment by the 
date required under a rule or term of the 
lease, easement, right-of-way, license, or 
permit, the Secretary may require the holder 
to pay interest on the payment in accord-
ance with the underpayment rate established 
under section 6621(a)(2) of the Internal Rev-
enue Code of 1986, for the period— 

‘‘(i) beginning on the date on which the 
payment was due; and 

‘‘(ii) ending on the date on which the pay-
ment is made. 

‘‘(E)(i) The Secretary may allow a credit in 
the amount of any excess payment made by 
the holder of a lease, easement, right-of-way, 
license, or permit under this subsection or 
provide a refund in the amount of the excess 
payment from the account to or in which the 
excess payment was paid or deposited. 

‘‘(ii) The Secretary shall pay, or allow the 
holder of a lease, easement, right-of-way, li-
cense, or permit under this subsection a 
credit in the amount of, any interest on an 
amount refunded or credited under clause (i) 
in accordance with the overpayment rate es-
tablished under section 6621(a)(1) of the In-
ternal Revenue Code of 1986, for the period— 

‘‘(I) beginning on the date on which the 
Secretary received the excess payment; and 

‘‘(II) ending on the date on which the re-
fund or credit is provided. 

‘‘(F)(i) The Secretary, in coordination with 
the Administrator of the National Oceanic 
and Atmospheric Administration, may estab-
lish reasonable forms of payment, as deter-
mined by the Secretary, for a license issued 
under the Ocean Thermal Energy Conversion 
Act of 1980 (42 U.S.C. 9101 et seq.), including 
a royalty, fee, rental, bonus, or other pay-
ment, as the Secretary determines to be ap-
propriate, in addition to the administrative 
fee under section 102(h) of that Act (42 U.S.C. 
9112(h)). 

‘‘(ii) A form of payment under clause (i) 
may be established by rule or by agreement 
with the holder of the lease, easement, right- 
of-way, license, or permit. 

‘‘(3)(A) Any funds received by the Sec-
retary from a holder of a lease, easement, 
right-of-way, license, or permit under this 
subsection shall be distributed in accordance 
with this paragraph. 

‘‘(B)(i) If a lease, easement, right-of-way, 
license, or permit under this subsection cov-
ers a specific tract of, or regards a facility 
located on, the outer Continental Shelf and 
is not an easement or right-of-way for trans-
mission or transportation of energy, min-
erals, or other natural resources, the Sec-
retary shall pay 50 percent of any amount re-
ceived from the holder of the lease, ease-
ment, right-of-way, license, or permit to the 
State off the shore of which the geographic 
center of the area covered by the lease, ease-
ment, right-of-way, license, permit, or facil-
ity is located, in accordance with Federal 
law determining the seaward lateral bound-
aries of the coastal States. 

‘‘(ii) Not later than the last day of the 
month after the month during which the 
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Secretary receives a payment from the hold-
er of a lease, easement, right-of-way, license, 
or permit described in clause (i), the Sec-
retary shall make payments in accordance 
with clause (i). 

‘‘(C)(i) The Secretary shall deposit 20 per-
cent of the funds described in subparagraph 
(A) to a special account maintained and ad-
ministered by the Secretary to provide re-
search and development grants for improving 
energy technologies. 

‘‘(ii) An amount deposited under clause (i) 
shall remain available until expended, with-
out further appropriation. 

‘‘(D) The Secretary shall credit 5 percent of 
the funds described in subparagraph (A) to 
the annual operating appropriation of the 
Minerals Management Service. 

‘‘(E) The Secretary shall deposit any funds 
described in subparagraph (A) that are not 
deposited or credited under subparagraphs 
(B) through (D) in the general fund of the 
Treasury. 

‘‘(F) This paragraph does not apply to any 
amount received by the Secretary under sec-
tion 9701 of title 31, United States Code, or 
any other law (including regulations) under 
which the Secretary may recover the costs of 
administering this subsection. 

‘‘(4) Before carrying out this subsection, 
the Secretary shall consult with the Sec-
retary of Defense and other appropriate Fed-
eral agencies regarding the effect of this sub-
section on national security and naviga-
tional obstruction. 

‘‘(5)(A) The Secretary may issue a lease, 
easement, right-of-way, license, or permit 
under paragraph (1) on a competitive or non-
competitive basis. 

‘‘(B) In determining whether a lease, ease-
ment right-of-way, license, or permit shall 
be granted competitively or noncompeti-
tively, the Secretary shall consider factors 
including— 

‘‘(i) prevention of waste and conservation 
of natural resources; 

‘‘(ii) the economic viability of a project; 
‘‘(iii) protection of the environment; 
‘‘(iv) the national interest and national se-

curity; 
‘‘(v) human safety; 
‘‘(vi) protection of correlative rights; and 
‘‘(vii) the potential return of the lease, 

easement, right-of-way, license, or permit. 
‘‘(6) The Secretary, in consultation with 

the Secretary of the Department in which 
the Coast Guard is operating, other relevant 
Federal agencies, and affected States, as the 
Secretary determines appropriate, shall pro-
mulgate any regulation the Secretary deter-
mines to be necessary to administer this sub-
section to achieve the goals of— 

‘‘(A) ensuring public safety; 
‘‘(B) protecting the environment; 
‘‘(C) preventing waste; 
‘‘(D) conserving the natural resources of, 

and protecting correlative rights in, the 
outer Continental Shelf; 

‘‘(E) protecting national security interests; 
‘‘(F) auditing and reconciling payments 

made and owed by each holder of a lease, 
easement, right-of-way, license, or permit 
under this subsection to ensure a correct ac-
counting and collection of the payments; and 

‘‘(G) requiring each holder of a lease, ease-
ment, right-of-way, license, or permit under 
this subsection to— 

‘‘(i) establish such records as the Secretary 
determines to be necessary; 

‘‘(ii) retain all records relating to an activ-
ity under a lease, easement, right-of-way, li-
cense, or permit under this subsection for 
such period as the Secretary may prescribe; 
and 

‘‘(iii) produce the records on receipt of a 
request from the Secretary. 

‘‘(7) Section 22 shall apply to any activity 
relating to a lease, easement, right-of-way, 
license, or permit under this subsection. 

‘‘(8) The Secretary shall require the holder 
of a lease, easement, right-of-way, license, or 
permit under this subsection to— 

‘‘(A) submit to the Secretary a surety bond 
or other form of security, as determined by 
the Secretary; and 

‘‘(B) comply with any other requirement 
the Secretary determines to be necessary to 
protect the interests of the United States. 

‘‘(9) Nothing in this subsection displaces, 
supersedes, limits, or modifies the jurisdic-
tion, responsibility, or authority of any Fed-
eral or State agency under any other Federal 
law. 

‘‘(10) This subsection does not apply to any 
area on the outer Continental Shelf des-
ignated as a National Marine Sanctuary.’’. 

(2) CONFORMING AMENDMENT.—Section 8 of 
the Outer Continental Shelf Lands Act (43 
U.S.C. 1337) is amended in the section head-
ing by striking ‘‘LEASING’’ and all that fol-
lows and inserting ‘‘LEASES, EASEMENTS, 
AND RIGHTS-OF-WAY ON THE OUTER CON-
TINENTAL SHELF.’’. 

(3) SAVINGS PROVISION.—Nothing in the 
amendment made by paragraph (1) requires 
any resubmission of documents previously 
submitted or any reauthorization of actions 
previously authorized with respect to any 
project— 

(A) for which offshore test facilities have 
been constructed before the date of enact-
ment of this Act; or 

(B) for which a request for proposals has 
been issued by a public authority. 

SA 803. Mr. VITTER submitted an 
amendment intended to be proposed by 
him to the bill H.R. 6, Reserved; which 
was ordered to lie on the table; as fol-
lows: 
SECTION 1. DOMESTIC OFFSHORE ENERGY REIN-

VESTMENT. 
(a) IN GENERAL.—The Outer Continental 

Shelf Lands Act (43 U.S.C. 1331 et seq.) is 
amended by adding at the end the following: 
‘‘SEC. 32. COASTAL IMPACT ASSISTANCE PRO-

GRAM. 
‘‘(a) In this section: 
‘‘( 1) The term ‘approved plan’ means a se-

cure energy reinvestment plan approved by 
the Secretary under this section. 

‘‘(2) The term ‘coastal energy State’ means 
a coastal State off the coastline of which, 
within the seaward lateral boundary, an 
outer Continental Shelf bonus bid or royalty 
is generated. 

‘‘(3) The term ‘coastal political subdivi-
sion’ means a county, parish, or other equiv-
alent subdivision of a coastal energy State, 
all or part of which, on the date of the enact-
ment of this section, lies wthin the bound-
aries of the coastal zone of the State, as 
identified in the coastal zone management 
program of the State approved under the 
Coastal Zone Management Act of 1972 (16 
U.S.C. 1451 et seq.). 

‘‘(4) The term ‘coastal population’ means 
the population of a coastal political subdivi-
sion, as determined by the most recent offi-
cial data of the Census Bureau. 

‘‘(5) The term ‘coastline’ has the meaning 
given the term ‘coast line’ in section 2(c) of 
the Submerged Lands Act (43 U.S.C. 1301(c)). 

‘‘(6) The term ‘Fund’ means the Secure En-
ergy Reinvestment Fund established by sub-
section (b)(1). 

‘‘(7) The term ‘leased tract’ means a tract 
maintained under section 6 or leased under 
section 8 for the purpose of drilling for, de-
veloping, and producing oil and natural gas 
resources. 

‘‘(8) The term ‘qualified outer Continental 
Shelf revenues’ means all amounts received 
by the United States on or after October 1, 
2005, from each leased tract or portion of a 
leased tract lying seaward of the zone de-

fined and governed by section 8(g) (or lying 
within that zone but to which section 8(g) 
does not apply), including bonus bids, rents, 
royalties (including payments for royalties 
taken in kind and sold), net profit share pay-
ments, and related interest. 

‘‘(9) The term ‘Secretary’ means the Sec-
retary of the Interior. 

‘‘(b)(1)(A) There is established in the Treas-
ury of the United States a separate account 
to be known as the ‘Secure Energy Reinvest-
ment Fund’. 

‘‘(B) The Fund shall consist of— 
‘‘(i) any amount deposited under paragraph 

(2); and 
‘‘(ii) any other amounts that are appro-

priated to the Fund. 
‘‘(2) For each fiscal year 2006 through 2009, 

the Secretary of the Treasury shall deposit 
into the Fund $300,000,000. 

‘‘(B) All repayments made under sub-
section (f). 

‘‘(3) For each of fiscal years 2006 through 
2020, in addition to the amounts deposited 
into the Fund under paragraph (2), there are 
authorized to be appropriated to the Fund an 
amount equal to 27 percent of the qualified 
outer Continental Shelf revenues received by 
the United Stated during the preceding fiscal 
year. 

‘‘(c)(1)(A) The Secretary shall use any 
amount remaining in the Fund after the ap-
plication of subsection (h) to pay to each 
coastal energy State, and any coastal polit-
ical subdivision of a State, the secure energy 
reinvestment plan of which is approved by 
the Secretary under this section, the amount 
allocated to the State or coastal political 
subdivision, respectively, under this sub-
section. 

‘‘(B) During December 2006, and each De-
cember thereafter, the Secretary shall make 
any payment under this paragraph from rev-
enues received in the Fund by the United 
States during the preceding fiscal year. 

‘‘(2) The Secretary shall allocate any 
amount deposited into the Fund for a fiscal 
year, and any other amount determined by 
the Secretary to be available, among coastal 
energy States, and coastal political subdivi-
sions of those States, that have a plan ap-
proved by the Secretary under this section 
as follows: 

‘‘(A)(i) Of the amounts made available for 
each fical year for which amounts are avail-
able for allocation under this paragraph, the 
allocation for each coastal energy State 
shall be calculated based on qualified Outer 
Continental Shelf revenues from each leased 
tract or portion of a leased tract the geo-
graphic center of which is within a distance 
(to the nearest whole mile) of 200 miles from 
the coastline of the State and shall be in-
versely proportional to the distance between 
point nearest point on the coastline of such 
coastal energy State and the geographic cen-
ter of each such leased tract or portion of a 
leased tract, as determined by the Secretary. 

‘‘(ii) For the purposes of this subparagraph, 
qualified outer Continental Shelf revenues 
shall be considered to be generate off the 
coastline of a coastal energy State if the ge-
ographic center of the lease tract from which 
the revenues are generated is located within 
the area formed by the extension of the sea-
ward lateral boundaries of the State, cal-
culated using the conventions established to 
delimit international lateral boundaries 
under the Law of the Sea. 

‘‘(B) 35 percent of the allocable share of 
each coastal energy State, as determined 
under subparagraph (A), shall be allocated 
among and paid directly to the coastal polit-
ical subdivisions of the State by the Sec-
retary based on the following formula: 

‘‘(i) 25 percent shall be allocated based on 
the ratio that— 

‘‘(I) the coastal population of each coastal 
political subdivision; bears to 
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‘‘(II) the coastal population of all coastal 

political subdivisions of the coastal energy 
State. 

‘‘(ii)(I) 25 percent shall be allocated based 
on the ratio that— 

‘‘(aa) the length, in miles, of the coastal of 
each coastal political subdivision; bears to 

‘‘(bb) the length, in miles, of the coastline 
of all coastal political subdivisions of the 
State.— 

‘‘(II) For purposes of this clause, in the 
case of a coastal political subdivision in Lou-
isiana without a coastline, the coastline of 
the political subdivision shall be considered 
as 1⁄3 the average length of the coastline of 
the other coastal political subdivisions of 
the State. 

(III) EXCEPTION FOR THE STATE OF ALAS-
KA.— For the purposes of carrying out sub-
paragraph (c)(2)(B) in the State of Alaska, 
the amounts allocated shall be divided equal-
ly among the 2 coastal political subdivisions 
that are closest to the geographic center of 
a leased tract. 

‘‘(iii) 50 percent shall be allocated based on 
a formula that allocates— 

‘‘(I) 75 percent of the funds based on the 
relative distance of the coastal political sub-
division from any leased tract used to cal-
culate the allocation to that State; and 

‘‘(II) 25 percent of the funds based on the 
relative level of outer Continental Shelf oil 
and gas activities in a coastal political sub-
division to the level of outer Continental 
Shelf oil and gas activities in all coastal po-
litical subdivisions in the State, as deter-
mined by the Secretary. 

‘‘(3) Any amount allocated to a coastal en-
ergy State or coastal political subdivision 
that is not disbursed because of a failure of 
a Coastal energy State to have an approved 
plan shall be reallocated by the Secretary 
among all other coastal energy States in a 
manner consistent with this subsection, ex-
cept that the Secretary— 

‘‘(A) shall hold the amount in escrow with-
in the Fund until the earlier of— 

‘‘(i) the end of the next fiscal year during 
Which the allocation is made; or 

‘‘(ii) the date on which a final resolution of 
an appeal regarding the disapproval of a plan 
submitted by the State under this section is 
filed; and 

‘‘(B) shall continue to hold the amount in 
escrow until the end of the subsequent fiscal 
year, if the Secretary determines that a 
State is making a good faith effort to de-
velop and submit, or update, a secure energy 
reinvestment plan under subsection (d). 

‘‘(4) Notwithstanding any other provision 
of this subsection, the amount allocated 
under this subsection to each coastal energy 
State during a fiscal year shall be not less 
than 5 percent of the total amount available 
for that fiscal year for allocation under this 
subsection to coastal energy States. 

‘‘(5) If the allocation to 1 or more coastal 
energy States under paragraph (4) during 
any fiscal year is greater than the amount 
that would be allocated to those States 
under this subsection if paragraph (4) did not 
apply, the allocations under this subsection 
to all other coastal energy States shall be— 

‘‘(A) paid from the amount remaining after 
the amounts allocated under paragraph (4) 
are deducted; and 

‘‘(B) reduced on a pro rata basis by the sum 
of the allocations under paragraph (4) so that 
not more than 100 percent of the funds avail-
able in the Fund for allocation with respect 
to that fiscal year is allocated. 

‘‘(d)(1)(A) The Governor of a State seeking 
to receive funds under this section shall pre-
pare, and submit to the Secretary, a secure 
energy reinvestment plan describing planned 
expenditures of funds received under this 
section. 

‘‘(B) The Governor shall include in the 
State plan any plan prepared by a coastal po-
litical subdivision of the State. 

‘‘(C) In the development of the State plan, 
the Governor and the coastal political sub-
division shall— 

‘‘(i) solicit local input; 
‘‘(ii) provide for public participation; and 
‘‘(iii) in describing the planned expendi-

tures, include only uses of funds described in 
subsection (e). 

‘‘(2)(A)(i) The Secretary shall not disburse 
funds to a State or coastal political subdivi-
sion under this section before the date on 
which the plan of the State is approved 
under this subsection. 

‘‘(ii) The Secretary shall approve a plan 
submitted by a State under paragraph (1) if 
the Secretary determines that— 

‘‘(I) each expenditures provided for in the 
plan is an authorized use under subsection 
(e); and 

‘‘(II) the plan contains— 
‘‘(aa) the name of the State agency that 

will have the authority to represent and act 
for the State in dealing with the Secretary 
for purposes of this section; 

‘‘(bb) goals including improving the envi-
ronment and addressing the impacts of oil 
and gas production from the outer Conti-
nental Shelf; 

‘‘(cc) a description of how the State and 
coastal political subdivisions of the State 
will evaluate the effectiveness of the plan; 

‘‘(dd) a certification by the Governor that 
ample opportunity has been accorded for 
public participation in the development and 
revision of the plan; 

‘‘(ee) measures for taking into account 
other relevant Federal resources and pro-
grams; 

‘‘(ff) assurance that the plan is correlated 
as much as practicable with other State, re-
gional, and local plans; 

‘‘(gg) for any State for which the ratio de-
termined under clause (i) or (ii) of subsection 
(c)(2)(A), expressed as a percentage, exceeds 
25 percent, a plan to spend not less than 30 
percent of the total funds provided to that 
State and appropriate coastal political sub-
divisions under this section during any fiscal 
year to address the socioeconomic or envi-
ronmental impacts identified in the plan 
that remain significant or progressive after 
implementation of mitigation measures 
identified in the most current environmental 
impact statement as of the date of enact-
ment of this section required under the Na-
tional Environmental Policy Act of 1969 (42 
U.S.C. 4321 et seq.) for lease sales under his 
Act; and 

‘‘(hh) a plan to use at least 1⁄2 of the funds 
provided pursuant to subsection (c)(2)(B), 
and a portion of other funds provided to a 
State under this section, on programs or 
projects that are coordinated and conducted 
by a partnership between the State and a 
coastal political subdivision. 

‘‘(B) Not later than 90 days after a plan of 
a State is submitted under this subsection, 
the Secretary shall approve or disapprove 
the Plan. 

‘‘(3) Any amendment to or revision of a 
plan approved under this section shall be— 

‘‘(A) prepared and submitted in accordance 
with the requirements of this paragraph; and 

‘‘(B) approved or disapproved by the Sec-
retary in accordance with paragraph (2)(B). 

‘‘(e) A coastal energy State, and a coastal 
political subdivision, shall use any amount 
paid under this section (including any 
amounts deposited into a trust fund adminis-
tered by the State or coastal political sub-
division consistent with this subsection), 
consistent with Federal and State law and 
the approved plan of the State— 

‘‘(1) to carry out a project or activity for 
the conservation, protection, or restoration 
of coastal areas including wetlands; 

‘‘(2) to mitigate damage to, or protect, 
fish, wildlife, or natural resources; 

‘‘(3) to implement a federally approved 
plan or program for— 

‘‘(A) marine, coastal, subsidence, or con-
servation management; or 

‘‘(B) protection of resources from natural 
disasters; and 

‘‘(4) to mitigate the effect of an outer Con-
tinental Shelf activity by addressing im-
pacts identified in an environmental impact 
statement as of the date of enactment of this 
section required under the National Environ-
mental Policy Act of 1969 (42 V.S.C. 432 et 
seq.) for lease sales under this Act. 

‘‘(f) If the Secretary determines that an ex-
penditure made by a coastal energy State or 
coastal political subdivision is not in accord-
ance with the approved plan of the State (in-
cluding any plan of a coastal political 
subdivisionl included in the plan of the 
State), the Secretary shall not disburse any 
additional amount under this section to that 
coastal energy State or coastal political sub-
division until— 

‘‘(1) the amount of the expenditure is re-
paid to the Secretary; or 

‘‘(2) the Secretary approves an amendment 
to the plan that authorizes the expenditure. 

‘‘(g) The Secretary may require, as a condi-
tion of any payment under this section, that 
a State or coastal political subdivision shall 
submit to arbitration— 

‘‘(1) any dispute between the State or 
coastal political subdivision and the Sec-
retary regarding implementation of this sec-
tion and 

‘‘(2) any dispute between the State and po-
litical subdivision regarding implementation 
of this section, including any failure to in-
clude in the plan submitted by the State 
under subsection (d) any spending plan of the 
coastal political subdivision. 

‘‘(h) The Secretary may use not more than 
1⁄2 of 1 percent of the amount in the Fund 
during a fiscal year to pay the administra-
tive costs of implementing this section. 

‘‘(i) A coastal energy State or coastal po-
litical subdivision may use funds provided to 
that State or coastal political subdivision 
under this section for any payment that is 
eligible to be made with funds provided to 
States under section 35 of the Mineral Leas-
ing Act (30 U.S.C. 191) to carry out approved 
plan activities under subsection (e). 

‘‘(j)(1) The Governor of a coastal energy 
State, in coordination with the coastal polit-
ical subdivisions of that State, shall account 
for all funds received under this section dur-
ing the previous fiscal year in a written re-
port to the Secretary. 

‘‘(2) The report shall include, in accordance 
with regulations prescribed by the Sec-
retary, a description of all projects and ac-
tivities that received funds under this sec-
tion. 

‘‘(3) The report may incorporate by ref-
erence any other report required to be sub-
mitted under another provision of law. 

‘‘(k) The Secretary shall require, as a con-
dition of any allocation of funds provided 
under this section, that a State or coastal 
political subdivision shall include on any 
sign installed at a site at or near an entrance 
or public use area for which funds provided 
under this section are used a statement that 
the existence or development of the site is a 
product of those funds.’’. 

SA 804. Mr. VITTER submitted an 
amendment intended to be proposed by 
him to the bill H.R. 6, Reserved; which 
was ordered to lie on the table; as fol-
lows: 

At the end of subtitle B of title III, add the 
following: 
SEC. 3ll. SEAWARD BOUNDARY EXTENSION. 

(a) PURPOSES.—The purposes of this section 
are— 
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(1) to provide equity to the States of Lou-

isiana, Mississippi, and Alabama with re-
spect to the seaward boundaries of the 
States in the Gulf of Mexico by extending 
the seaward boundaries from 3 geographical 
miles to 3 marine leagues if the State meets 
certain conditions not later than 5 years 
after the date of enactment of this Act; 

(2) to convey to the States of Louisiana, 
Mississippi, and Alabama the interest of the 
United States in the submerged land of the 
outer Continental Shelf that is located in 
the extended seaward boundaries of the 
States; 

(3) to provide that any mineral leases, 
easements, rights-of-use, and rights-of-way 
issued by the Secretary of the Interior with 
respect to the submerged land to be con-
veyed shall remain in full force and effect; 
and 

(4) in conveying the submerged land, to en-
sure that the rights of lessees, operators, and 
holders of easements, rights-of-use, and 
rights-of-way on the submerged land are pro-
tected. 

(b) EXTENSION.—Title II of the Submerged 
Lands Act (43 U.S.C. 1311 et seq.) is amend-
ed— 

(1) by redesignating section 11 as section 
12; and 

(2) by inserting after section 10 the fol-
lowing: 
‘‘SEC. 11. EXTENSION OF SEAWARD BOUNDARIES 

OF THE STATES OF LOUISIANA, MIS-
SISSIPPI, AND ALABAMA. 

‘‘(a) DEFINITIONS.—In this section: 
‘‘(1) EXISTING INTEREST.—The term ‘exist-

ing interest’ means any lease, easement, 
right-of-use, or right-of-way on, or for any 
natural resource or minerals underlying, the 
expanded submerged land that is in existence 
on the date of the conveyance of the ex-
panded submerged land to the State under 
subsection (b)(1). 

‘‘(2) EXPANDED SEAWARD BOUNDARY.—The 
term ‘expanded seaward boundary’ means 
the seaward boundary of the State that is 3 
marine leagues seaward of the coast line of 
the State as of the day before the date of en-
actment of this section. 

‘‘(3) EXPANDED SUBMERGED LAND.—The 
term ‘expanded submerged land’ means the 
area of the outer Continental Shelf that is 
located between 3 geographical miles and 3 
marine leagues seaward of the coast line of 
the State as of the day before the date of en-
actment of this section. 

‘‘(4) INTEREST OWNER.—The term ‘interest 
owner’ means any person that owns or holds 
an existing interest in the expanded sub-
merged land or portion of an existing inter-
est in the expanded submerged land. 

‘‘(5) SECRETARY.—The term ‘Secretary’ 
means the Secretary of the Interior. 

‘‘(6) STATE.—The term ‘State’ means each 
of the States of Louisiana, Mississippi, and 
Alabama. 

‘‘(b) CONVEYANCE OF EXPANDED SUBMERGED 
LAND.— 

‘‘(1) IN GENERAL.—Effective beginning on 
the date that is 10 years after the date of en-
actment of the Energy Policy Act of 2005, if 
a State demonstrates to the satisfaction of 
the Secretary that the conditions described 
in paragraph (2) will be met, the Secretary 
shall, subject to valid existing rights and 
subsection (c), convey to the State the inter-
est of the United States in the expanded sub-
merged land of the State. 

‘‘(2) CONDITIONS.—A conveyance under 
paragraph (1) shall be subject to the condi-
tion that— 

‘‘(A) on conveyance of the interest of the 
United States in the expanded submerged 
land to the State under paragraph (1)— 

‘‘(i) the Governor of the State (or a dele-
gate of the Governor) shall exercise the pow-
ers and duties of the Secretary under the 

terms of any existing interest, subject to the 
requirement that the State and the officers 
of the State may not exercise the powers to 
impose any burden or requirement on any in-
terest owner that is more onerous or strict 
than the burdens or requirements imposed 
under applicable Federal law (including reg-
ulations) on owners or holders of the same 
type of lease, easement, right-of-use, or 
right-of-way on the outer Continental Shelf 
seaward of the expanded submerged land; and 

‘‘(ii) the State shall not impose any admin-
istrative or judicial penalty or sanction on 
any interest owner that is more severe than 
the penalty or sanction under Federal law 
(including regulations) applicable to owners 
or holders of leases, easements, rights-of-use, 
or rights-of-way on the outer Continental 
Shelf seaward of the expanded submerged 
lands for the same act, omission, or viola-
tion; 

‘‘(B) not later than 10 years after the date 
of enactment of this section— 

‘‘(i) the State shall enact laws or promul-
gate regulations with respect to the environ-
mental protection, safety, and operations of 
any platform pipeline in existence on the 
date of conveyance to the State under para-
graph (1) that is affixed to or above the ex-
panded submerged land that impose the same 
requirements as Federal law (including regu-
lations) applicable to a platform pipeline on 
the outer Continental Shelf seaward of the 
expanded submerged land; and 

‘‘(ii) the State shall enact laws or promul-
gate regulations for determining the value of 
oil, gas, or other mineral production from 
existing interests for royalty purposes that 
establish the same requirements as the re-
quirements under Federal law (including reg-
ulations) applicable to Federal leases for the 
same minerals on the outer Continental 
Shelf seaward of the expanded submerged 
land; and 

‘‘(C) the State laws and regulations en-
acted or promulgated under subparagraph 
(B) shall provide that if Federal law (includ-
ing regulations) applicable to leases, ease-
ments, rights-of-use, or rights-of-way on the 
outer Continental Shelf seaward of the ex-
panded submerged land are modified after 
the date on which the State laws and regula-
tions are enacted or promulgated, the State 
laws and regulations applicable to existing 
interests will be modified to reflect the 
change in Federal laws (including regula-
tions). 

‘‘(c) EXCEPTIONS.— 
‘‘(1) MINERAL LEASE OR UNIT DIVIDED.— 
‘‘(A) IN GENERAL.—If any existing Federal 

oil and gas or other mineral lease or unit 
would be divided by the expanded seaward 
boundary of a State, the interest of the 
United States in the leased minerals under-
lying the portion of the lease or unit that 
lies within the expanded submerged bound-
ary shall not be considered to be conveyed to 
the State until the date on which the lease 
or unit expires or is relinquished by the 
United States. 

‘‘(B) APPLICABILITY FOR OTHER PURPOSES.— 
Notwithstanding subparagraph (A), the ex-
panded seaward boundary of a State shall be 
the seaward boundary of the State for all 
other purposes, including the distribution of 
revenues under section 8(g)(2) of the Outer 
Continental Shelf Lands Act (43 U.S.C. 
1337(g)(2)). 

‘‘(2) LAWS AND REGULATIONS NOT SUFFI-
CIENT.—If the Secretary determines that any 
law or regulation enacted or promulgated by 
a State under subparagraph (B) of subsection 
(b)(2) does not meet the requirements of that 
subparagraph, the Secretary shall not con-
vey the expanded submerged land to the 
State. 

‘‘(d) INTEREST ISSUED OR GRANTED BY THE 
STATE.—This section does not apply to any 

interest in the expanded submerged land 
that a State issues or grants after the date of 
conveyance of the expanded submerged land 
to the State under subsection (b)(1). 

‘‘(e) LIABILITY.— 
‘‘(1) IN GENERAL.—By accepting conveyance 

of the expanded submerged land, the State 
agrees to indemnify the United States for 
any liability to any interest owner for the 
taking of any property interest or breach of 
contract from— 

‘‘(A) the conveyance of the expanded sub-
merged land to the State; or 

‘‘(B) the State’s administration of any ex-
isting interest under subsection (b)(2)(A)(i). 

‘‘(2) DEDUCTION FROM OIL AND GAS LEASING 
REVENUES.—The Secretary may deduct from 
the amounts otherwise payable to the State 
under section 8(g)(2) of the Outer Conti-
nental Shelf Lands Act (43 U.S.C. 1337(g)(2)) 
the amount of any final nonappealable judg-
ment for a taking or breach of contract de-
scribed in paragraph (1).’’. 

(c) CONFORMING AMENDMENT.—Section 2(b) 
of the Submerged Lands Act (43 U.S.C. 
1301(b)) is amended by striking ‘‘section 4 
hereof’’ and inserting ‘‘section 4 or 11’’. 

SA. 805. Mr. SCHUMER proposed an 
amendment to the bill H.R. 6, Re-
served; as follows: 

On page 208, after line 24, add the fol-
lowing: 
SEC. 303. SENSE OF THE SENATE REGARDING 

MANAGEMENT OF SPR. 
(a) FINDINGS.—Congress finds that— 
(1) the prices of gasoline and crude oil have 

a direct and substantial impact on the finan-
cial well-being of families of the United 
States, the potential for national economic 
recovery, and the economic security of the 
United States; 

(2) on June 13, 2005, crude oil prices closed 
at the exceedingly high level of $55.62 per 
barrel, the price of crude oil has remained 
above $50 per barrel since May 25, 2005, and 
the price of crude oil has exceeded $50 per 
barrel for approximately 1⁄3 of calendar year 
2005; 

(3) on June 6, 2005, the Energy Information 
Administration announced that the national 
price of gasoline, at $2.12 per gallon, could 
reach even higher levels in the near future; 

(4) despite the severely high, sustained 
price of crude oil— 

(A) the Organization of Petroleum Export-
ing Countries (referred to in this section as 
‘‘OPEC’’) has refused to adequately increase 
production to calm global oil markets and 
officially abandoned its $22–$28 price target; 
and 

(B) officials of OPEC member nations have 
publicly indicated support for maintaining 
oil prices of $40–$50 per barrel; 

(5) the Strategic Petroleum Reserve (re-
ferred to in this section as ‘‘SPR’’) was cre-
ated to enhance the physical and economic 
security of the United States; 

(6) the law allows the SPR to be used to 
provide relief when oil and gasoline supply 
shortages cause economic hardship; 

(7) the proper management of the resources 
of the SPR could provide gasoline price relief 
to families of the United States and provide 
the United States with a tool to counter-
balance OPEC supply management policies; 

(8) the Administration’s policy of filling 
the SPR despite the fact that the SPR is 
nearly full has exacerbated the rising price 
of crude oil and record high retail price of 
gasoline; 

(9) in order to combat high gasoline prices 
during the summer and fall of 2000, President 
Clinton released 30,000,000 barrels of oil from 
the SPR, stabilizing the retail price of gaso-
line; 
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(10) increasing vertical integration has al-

lowed— 
(A) the 5 largest oil companies in the 

United States to control almost as much 
crude oil production as the Middle Eastern 
members of OPEC, over 1⁄2 of domestic re-
finer capacity, and over 60 percent of the re-
tail gasoline market; and 

(B) Exxon/Mobil, BP, Royal Dutch Shell 
Group, Conoco/Philips, and Chevron/Texaco 
to increase first quarter profits of 2005 over 
first quarter profits of 2004 by 36 percent, for 
total first quarter profits of over 
$25,000,000,000; 

(11) the Administration has failed to man-
age the SPR in a manner that would provide 
gasoline price relief to working families; and 

(12) the Administration has failed to ade-
quately demand that OPEC immediately in-
crease oil production in order to lower crude 
oil prices and safeguard the world economy. 

(b) SENSE OF CONGRESS.—It is the sense of 
Congress that the President should— 

(1) directly confront OPEC and challenge 
OPEC to immediately increase oil produc-
tion; and 

(2) direct the Federal Trade Commission 
and Attorney General to exercise vigorous 
oversight over the oil markets to protect the 
people of the United States from price 
gouging and unfair practices at the gasoline 
pump. 

(c) RELEASE OF OIL FROM SPR.— 
(1) IN GENERAL.—For the period beginning 

on the date of enactment of this Act and 
ending on the date that is 30 days after the 
date of enactment of this Act, 1,000,000 bar-
rels of oil per day shall be released from the 
SPR. 

(2) ADDITIONAL RELEASE.—If necessary to 
lower the burden of gasoline prices on the 
economy of the United States and to cir-
cumvent the efforts of OPEC to reap windfall 
crude oil profits, 1,000,000 barrels of oil per 
day shall be released from the Strategic Pe-
troleum Reserve for an additional 30 days. 

SA 806. Mrs. HUTCHISON submitted 
an amendment intended to be proposed 
by her to the bill H.R. 6, Reserved; 
which was ordered to lie on the table; 
as follows: 

On page 767, between lines 21 and 22, insert 
the following: 

(3) PETROLEUM COKE GASIFICATION 
PROJECTS.—At least 5 petroleum coke gasifi-
cation projects. 

SA 807. Mr. OBAMA submitted an 
amendment intended to be proposed by 
him to the bill H.R. 6, Reserved; which 
was ordered to lie on the table; as fol-
lows: 

On page 37, between the matter following 
line 12 and line 13, insert the following: 
SEC. 109. INDUSTRIAL NATURAL GAS EFFICIENCY 

PILOT PROGRAM. 
(a) IN GENERAL.—The Secretary shall es-

tablish a 2–year pilot program (referred to in 
this section as the ‘‘program’’) to dem-
onstrate the effectiveness of energy effi-
ciency improvements that reduce natural 
gas usage in the industrial sector. 

(b) PROGRAM COORDINATOR.— 
(1) IN GENERAL.—The program shall be ad-

ministered by a program coordinator, to be 
designated by the Secretary in accordance 
with paragraph (2). 

(2) DESIGNATION.—As soon as practicable 
after the date of enactment this Act, the 
Secretary shall designate as program coordi-
nator an energy resource center that is— 

(1) located in the midwestern United 
States; 

(2) affiliated with a major land-grant uni-
versity; and 

(3) certified by a State board of higher edu-
cation. 

(c) GRANTS.— 
(1) IN GENERAL.—In carrying out the pro-

gram, the Secretary shall provide, in accord-
ance with the guidelines established under 
paragraph (2), grants to eligible entities from 
the industrial sector to pay the Federal 
share of the costs of eligible projects to re-
duce natural gas usage by implementing en-
ergy efficiency improvements. 

(2) REQUIREMENTS.—Grants shall be pro-
vided under paragraph (1) on a competitive 
basis, in accordance with guidelines estab-
lished by the program coordinator. 

(3) ELIGIBLE ENERGY EFFICIENCY IMPROVE-
MENTS.—A project for which assistance may 
be provided a grant under this subsection in-
cludes a project for— 

(A) steam production and distribution; 
(B) efficiency upgrades and heat recovery 

for process heating and cooling project; 
(C) compressed air technologies; 
(D) combined heat and power applications; 

and 
(E) improvements in motor technologies. 
(4) FEDERAL SHARE.—The Federal share of 

the cost of carrying out a project under this 
subsection shall be not more than 30 percent. 

(d) EDUCATION.—In carrying out the pro-
gram, the Secretary and the program coordi-
nator shall make available to industries in-
formation on energy-efficient technologies 
that reduce industrial natural gas usage to 
encourage industries to invest in the energy- 
efficient technologies. 

(e) REPORT.—On completion of the pro-
gram, the program coordinator shall submit 
to Congress a report that— 

(1) describes the results and successes of 
the program; and 

(2) makes recommendations for any appro-
priate actions that would encourage indus-
trial energy-efficiency investments. 

(f) AUTHORIZATION OF APPROPRIATIONS.— 
There is authorized to be appropriated to 
carry out this section $10,000,000 for the pe-
riod of fiscal years 2006 through 2008, of 
which $8,000,000 shall be made available to 
carry out subsection (c). 

SA 808. Mr. OBAMA (for himself and 
Mr. LUGAR) submitted an amendment 
intended to be proposed by him to the 
bill H.R. 6, Reserved; which was or-
dered to lie on the table; as follows: 

On page 346, between lines 9 and 10, insert 
the following: 
SEC. 4ll. DEPARTMENT OF ENERGY TRANSPOR-

TATION FUELS FROM ILLINOIS 
BASIN COAL. 

(a) IN GENERAL.—The Secretary shall carry 
out a program to evaluate the commercial 
and technical viability of advanced tech-
nologies for the production of Fischer- 
Tropsch transportation fuels, and other 
transportation fuels, manufactured from Illi-
nois basin coal, including the capital modi-
fication of existing facilities and the con-
struction of testing facilities under sub-
section (b). 

(b) FACILITIES.—For the purpose of evalu-
ating the commercial and technical viability 
of different processes for producing Fischer- 
Tropsch transportation fuels, and other 
transportation fuels, from Illinois basin coal, 
the Secretary shall support the use and cap-
ital modification of existing facilities and 
the construction of new facilities at— 

(1) Southern Illinois University Coal Re-
search Center; 

(2) University of Kentucky Center for Ap-
plied Energy Research; and 

(3) Energy Center at Purdue University. 

(c) GASIFICATION PRODUCTS TEST CENTER.— 
In conjunction with the activities described 
in subsections (a) and (b), the Secretary shall 
construct a test center to evaluate and con-
firm liquid and gas products from syngas ca-
talysis in order that the system has an out-
put of at least 500 gallons of Fischer-Tropsch 
transportation fuel per day in a 24-hour oper-
ation. 

(d) MILESTONES.— 
(1) SELECTION OF PROCESSES.—Not later 

than 180 days after the date of enactment of 
this Act, the Secretary shall select processes 
for evaluating the commercial and technical 
viability of different processes of producing 
Fischer-Tropsch transportation fuels, and 
other transportation fuels, from Illinois 
basin coal. 

(2) AGREEMENTS.—Not later than 1 year 
after the date of enactment of this Act, the 
Secretary shall offer to enter into agree-
ments— 

(A) to carry out the activities described in 
this section, at the facilities described in 
subsection (b); and 

(B) for the capital modifications or con-
struction of the facilities at the locations de-
scribed in subsection (b). 

(3) EVALUATIONS.—Not later than 3 years 
after the date of enactment of the Act, the 
Secretary shall begin, at the facilities de-
scribed in subsection (b), evaluation of the 
technical and commercial viability of dif-
ferent processes of producing Fischer- 
Tropsch transportation fuels, and other 
transportation fuels, from Illinois basin coal. 

(4) CONSTRUCTION OF FACILITIES.— 
(A) IN GENERAL.—The Secretary shall con-

struct the facilities described in subsection 
(b) at the lowest cost practicable. 

(B) GRANTS OR AGREEMENTS.—The Sec-
retary may make grants or enter into agree-
ments or contracts with the institutions of 
higher education described in subsection (b). 

(e) COST SHARING.—The cost of making 
grants under this section shall be shared in 
accordance with section 1002. 

(f) AUTHORIZATION OF APPROPRIATIONS.— 
There is authorized to be appropriated to 
carry out this section $85,000,000 for the pe-
riod of fiscal years 2006 through 2010. 

f 

NOTICES OF HEARINGS/MEETINGS 

SUBCOMMITTEE ON WATER AND POWER 

Ms. MURKOWSKI. Mr. President, I 
would like to announce for the infor-
mation of the Senate and the public 
that a hearing has been scheduled be-
fore the Subcommittee on Water and 
Power of the Committee on Energy and 
Natural Resources. 

The hearing will be held on Tuesday, 
June 28, 2005 at 3 p.m. in Room SD–366 
of the Dirksen Senate Office Building. 

The purpose of the hearing is to re-
ceive testimony on the water supply 
status in the Pacific Northwest and its 
impact on power production, as well as 
to receive testimony on S. 648, to 
amend the Reclamation States Emer-
gency Drought Relief Act of 1991 to ex-
tend the authority for drought assist-
ance. 

Because of the limited time available 
for the hearing, witnesses may testify 
by invitation only. However, those 
wishing to submit written testimony 
for the hearing record should send two 
copies of their testimony to the Com-
mittee on Energy and Natural Re-
sources, United States Senate, Wash-
ington, DC 20510–6150. 
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