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Alternative Motor Vehicle Credit

The Energy Tax Incentives Act of 2005 provides significant tax benefits to individuals for energy saving actions. Among the new opportunities is a tax credit for purchasing, or leasing, an alternative motor vehicle. The provisions determining which vehicles qualify for this credit are both long and complex. However, the IRS has begun certifying vehicles and reporting the amounts of credit available for each. (Tax credits are a dollar for dollar reduction of your tax bill. The benefits from this new legislation far exceed the former “hybrid vehicle deduction”.)

There are four separate ways a vehicle can qualify for a credit:

· The qualified fuel cell motor vehicle credit;
· The advanced lean burn technology motor vehicle credit;
· The qualified hybrid motor vehicle credit;
· The qualified alternative fuel motor vehicle credit.
Vehicles qualifying for hybrid vehicle credit now include the following:




Certified Auto

  Credit amount


2007
Toyota Camry Hybrid


$2,600



2007
Lexus GS 450h


  1,550



2006
Ford Escape Hybrid front WD

  2,600



2006
Ford Escape Hybrid 4 WD

  1,950



2006
Mercury Mariner Hybrid 4 WD
  1,950



2006
Toyota Prius



  3,150



2006
Toyota Highlander 4 WD Hybrid
  2,600



2006
Toyota Highlander 2 WD Hybrid
  2,600



2006
Lexus RX400h 2 WD


  2,200



2006
Lexus RX400h 4 WD


  2,200



2005
Toyota Prius



  3,150

Caution: Taxpayers planning to take advantage of the hybrid vehicle tax credit should do so as soon after certification as convenient. The full credit is only available temporarily. Once the manufacturer records its sale of the 60,000th vehicle, the credit begins to decrease, dropping to 50%, 25%, and then 0% of the listed amounts during the next year and a half.
Section 529 Plans

In March 2006, Indiana enacted legislation providing a 20% state income tax credit on up to $5,000 in annual contributions to Indiana’s CollegeChoice 529 Investment Plan, beginning in 2007. If you are interested in funding college costs and taking advantage of tax leveraging the amount, this is an important development.
Please call your representative at Stampfli Associates if you have questions.
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