Federal and State Incentives

for

Hybrid Electric Vehicles

	Jurisdiction
	HEV Incentive(s)

	Federal
	Tax deduction: $2,000 in 1992‑2003, $1,500 in 2004, $1,000 in 2005, $500 in 2006, zero thereafter.

	Colorado
	$2,400‑$4,300 income tax credit depending on model.

	Connecticut
	Sales tax exemption if over 40 mpg.

	Florida
	HOV lane exemption.

	Georgia
	HOV lane exemption.

	Kentucky
	$2,000 CMAQ rebates in nonattainment areas (expired 6/04).

	Maine
	Sales tax exempt if equivalent gasoline model available, sales tax exemption for 50 percent of sale price if no equivalent gasoline model.

	New Jersey
	Local governments can get rebates of $4,000.

	New York
	Tax credit up to $3,000, depending on fuel economy.  Incremental cost is exempt from sales tax (expired 2/04).

	Oregon
	Tax credit up to $1,500.

	Pennsylvania
	Qualified “projects” eligible for funding up to 20 percent of total costs.

	Utah
	Tax credit of up to 50 percent of incremental cost ($3,000 maximum), excludes all HEVs but Honda Civic.

	Vermont
	Businesses producing HEVs or HEV components eligible for incentives.

	Washington
	HEVs with fuel economy over 50 mpg are exempt from I/M.


source:  http://www.eere.energy.gov/cleancities/progs/afdc/search_state.cgi?atv|AA
GHG Feebate Option from Connecticut Climate Change Stakeholder Dialogue

GHG “Feebates” 9 
A feebate program uses both incentives and disincentives to induce consumer buying practices that reflect the negative externalities associated with the purchase of a motor vehicle, in this case, lifetime emissions of CO2. Under a feebate system, consumers would be charged a fee on purchases of relatively high-emitting vehicles and would receive a rebate on the purchase of relatively low-emitting vehicles. A feebate program can be designed in several different ways, taking into account the classes of vehicle to be covered, the manner in which the fees and rebates are to be calculated, and the way in which those fees or rebates are to be collected. A feebate system can also be designed to either generate revenue or to be revenue neutral (i.e., rebates disbursed equal the amount of fees collected, less administrative costs). The GHG Feebates Strawman Proposal, prepared by the Connecticut Fund for the Environment, is the primary source of information on feebate recommendations, costs, and benefits (see Supporting Document 6). 
Recommendations 
• Establish a single-tier, GHG-based feebate program for all new passenger vehicles sold in Connecticut beginning in 2005. Although a multi-tiered system (with different fees and rebates for cars than for light trucks) might initially garner more political support, such 
9 The GHG Feebates strawman proposal, prepared by Connecticut Fund for the Environment, is the primary source of information on feebate recommendations, costs and benefits. Significant portions of this section are excerpted verbatim from the GHG Feebates strawman proposal (see Supporting Document 6). 
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systems inevitably provide perverse incentives and further distort the skewed preexisting market signals. Under a multi-tiered feebate system, a car purchaser could pay a fee, but a consumer who purchases a light truck with a higher emissions rate than the car could receive a rebate. Developing an exemption system for those who need large vehicles for work-related purposes would present significant administrative difficulties, such as determining the percentage of work-related use of the vehicle (as opposed to discretionary and personal use). If a particular vehicle were truly necessary for work, then it would be eligible for certain favorable tax treatment when the purchaser submits his or her federal income tax. 
• The State should design the levels of fees and rebates for vehicles at different emissions levels in a manner that maximizes influence on consumer demand. Table 3.1.10 lists sample feebate “schedules” to illustrate the potential magnitudes of fees and rebates in Connecticut. See the Feebate Strawman Proposal, Supporting Document 6, for more details. 
• The State should decide whether the feebate program should be designed to generate revenue beyond that required for administering the program and paying the rebates. Any generated revenues should support public education on low-GHG vehicles and fund other GHG reduction efforts, such as incentives for the use of low-rolling-resistance replacement tires. 
• Design the GHG feebate program to minimize potential leakage. The feebate system can be administered at several potential collection points. The most likely options include point-of-sale feebate charges or feebates administered at the time of registration. In choosing one of those options, policy makers must be sensitive to possible leakage issues. Leakage would occur if Connecticut residents were to buy high-GHG vehicles in another state to avoid paying the fee, or if out-of-state residents were to buy low-GHG vehicles in Connecticut in order to get the rebate. Both potential problems could be addressed by administering the feebates at the time of registration, rather than at the time of sale. Because the feebate program would apply only to new vehicle purchases, the dealer would likely handle registering the vehicle for in-state purchasers, thus reducing the burden on the purchaser. Consumers who purchase their vehicles out-of-state would bear the burden of registering in Connecticut and paying the fee at that time. Similarly, out-of-state purchasers of vehicles in Connecticut would typically not go through the dealer for registration; consequently, they would not receive the rebate (see the discussion of a regional approach, below). 
• Engage in multistate and regional discussions on establishing a GHG feebate program for the region. Regional implementation would provide two benefits that could not be achieved if a feebate program were operating only within Connecticut. First, regional implementation would reduce the likelihood of leakage. Second, a regional program would more effectively influence supply-side (i.e., manufacturer) behavior by encouraging demand-side (i.e., consumer) purchases of low-GHG vehicles. Several states in the region, including Maine, Massachusetts, New York, Rhode Island, and Vermont, have considered feebates as a potential GHG reduction strategy. Notwithstanding the desirability of a regional approach, Connecticut should not wait for other states to commit to implementing a feebate program. 
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1. 
	Table 3.1.10 
Sample Feebate Schedules 

	Lifecycle CO2e Emissions (lb/mi) 
	Lifetime CO2e Emissions 
(tons CO2e) 
	$28/ton CO2 
Pivot A 
	$40/ton CO2 
Pivot B 
	Sample Vehicles 

	0.30 
	33 
	($1,470) 
	($2,700) 
	

	0.35 
	37 
	($1,365) 
	($2,550) 
	

	0.40 
	41 
	($1,260) 
	($2,400) 
	

	0.45 
	44 
	($1,155) 
	($2,250) 
	Insight (man.) 

	0.50 
	48 
	($1,050) 
	($2,100) 
	’04 Prius 

	0.55 
	52 
	($945) 
	($1,950) 
	’03 Prius 

	0.60 
	56 
	($840) 
	($1,800) 
	Jetta diesel 

	0.65 
	59 
	($735) 
	($1,650) 
	

	0.70 
	63 
	($630) 
	($1,500) 
	Civic HX 

	0.75 
	67 
	($525) 
	($1,350) 
	Civic (man.) 

	0.80 
	71 
	($420) 
	($1,200) 
	Geo Prizm 

	0.85 
	74 
	($315) 
	($1,050) 
	Mini Cooper 

	0.90 
	78 
	($210) 
	($900) 
	Sentra 

	0.95 
	82 
	($105) 
	($750) 
	Ford Focus 

	1.00 
	86 
	$0 
	($600) 
	Camry 

	1.05 
	89 
	$105 ($
	450) 
	Lancer 

	1.10 
	93 
	$210 
	($300) 
	Grand Am 

	1.15 
	97 
	$315 ($
	150) 
	Malibu 

	1.20 
	101 
	$420 
	$0 
	Intrepid 

	1.25 
	104 
	$525 $
	150 Aztec 
	FWD 

	1.30 
	108 
	$630 
	$300 
	Mustang 

	1.35 
	112 
	$735 $
	450 Odyssey 
	

	1.40 
	116 
	$840 
	$600 
	Highlander 

	1.45 
	119 
	$945 $
	750 Town 
	Car 

	1.50 
	123 
	$1,050 
	$900 
	Dakota 

	1.60 
	131 
	$1,260 $
	1,200 Trailblazer 
	

	1.70 
	138 
	$1,470 
	$1,500 
	Explorer 4x4 

	1.80 
	146 
	$1,680 $
	1,800 
	

	1.90 
	153 
	$1,890 
	$2,100 
	

	2.00 
	161 
	$2,100 $
	2,400 Escalade 
	

	2.10 
	168 
	$2,310 
	$2,700 
	Navigator 

	2.20 
	176 
	$2,520 $
	3,000 
	

	2.30 
	183 
	$2,730 
	$3,300 
	

	2.40 
	191 
	$2,940 $
	3,600 Ferrari 
	456 

	2.50 
	198 
	$3,150 
	$3,900 
	

	2.75 
	217 
	$3,675 $
	4,650 Hummer 
	H1 

	Estimated Net Revenue 
	
	+$125M 
	+$70M 
	

	Note: CO2-equivalent emissions include estimated in-use emissions for gasoline and diesel vehicle (calculated using EIA data), average manufacturing emissions estimated at 10.6 tons CO2-equivalent (based on ACEEE Green Book methodology, 2002), and fuel-cycle emissions of CO2 and other GHGs (based on DeLucchi, 1997, using revised GWP estimates from IPCC). Gasoline and diesel vehicle CO2 burdens were calculated separately, but they result in similar numbers, so a single number was used to estimate both, for simplicity. Sample vehicles are based on model year 2002 carbon emission estimates, except where otherwise noted. Estimates assume lifetime mileage of 150,000 miles, with no discounting of future emissions. 


Option from Massachusetts Climate Protection Plan
PROVIDE INCENTIVES TO PURCHASE FUEL-EFFICIENT VEHICLES 
The state will promote the use of clean and energy efficient vehicles by providing incentives for their purchase and use. The state will propose rebates and/or reductions in fees and existing taxes for purchasers of new fuel efficient and clean vehicles. These measures will prompt people to consider the environment and fuel efficiency when making purchasing decisions. They will steer individuals and corporations toward the cleanest and most fuel-efficient vehicles, including those using hybrid, fuel cell, electric, compressed natural gas, and other clean alternative fuel technologies. Development of adequate fueling infrastructure will be important to the acceptance and utility of such alternative fuel vehicles. Consideration will also be given to coordinating this program with other 
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