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Current law provides a tax credit for a portion of the cost of qualifying clean-burning motor vehicle fuel property. For
purchases installed in a vehicle or the building of fueling stations after June 21, 2017, the credit is 30% of the cost. For
qualifying new vehicle purchases after June 26, 2017 the credit is the lesser of 10% of the cost or $2,500. For all purchases
of qualifying clean-burning motor vehicle fuel property after January 1, 2018, the credit is nonrefundable. The credit
terminates on January 1, 2022.

Proposed law terminates the credit for purchases made from July 1, 2021.

Effective July 1, 2021.

The Department of Revenue will incur small one-time costs of IT staff time to modify and test the tax return processing
system to incorporate the change in termination date of this credit.

The credit is currently scheduled to expire after December 31, 2021, and would be allowed on the tax year 2021 returns for
the last time, affecting FY22 net receipts. Credits affecting the last two completed fiscal years averaged $1.482 million;
$1.376M FY19 and $1.588M FY20, primarily reflecting purchases in tax years 2018 and 2019. Using that average as the
likely baseline of purchases in tax year 2021 and credit costs in FY22, approximately one-half of those credit costs might
expected to be realized against FY22 net receipts with the termination provided by this bill, halfway through 2021, with a
comparable net revenue gain in FY22 attributable to purchases made in the second half of 2021 without benefit of the credit
(or $740,000). However, knowledge of the accelerated termination of the credit benefit may encourage accelerated
purchases by individuals and businesses to obtain the credit. A 25% discount to the potential credit savings is assumed to
recognize this possibility. The result is a one time increase in state net receipts for FY22 of $555,000 (and a one time
additional loss to FY21 of $185,000).
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Accelerates the sunset date for the tax credit for the conversion of alternative fuel vehicles. (7/1/21)
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