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be able to claim two tax credits for residential energy efficiency: one is scheduled to expire at the end of 2011, whereas the other is scheduled

to expire at the end of2016. The nonbusiness energy property tax credit (Internal Revenue Code (IRC) 25C) currently provides homeowners with

a tax credit for investments in certain high-efficiency heating, cooling, and water-heating appliances, as well as tax credits for energy-efficient
windows and doors. For installations made during 2011, the credit rate was 10, with a maximum credit amount of 500. The credit available

during 2011 was less than what had been available during 2009 and 2010, when taxpayers were allowed a 30 tax credit of up to 1, 500 for making

energy-efficiency improvements to their homes. The residential energy efficient property credit (IRC 25D), which provides a 30 tax credit for
investments in properties that generate renewable energy, such as solar panels, is scheduled to remain available through 2016. Advances in

energy efficiency have allowed per-capita residential energy use to remain relatively constant since the 1970s, even as demand for energy-
using technologies has increased. Experts believe, however, that there is unrealized potential for further residential energy efficiency. One
reason investment in these technologies might not be at optimal levels is that certain market failures result in energy prices that are too low. If
energy is relatively inexpensive, consumers will not have a strong incentive to purchase a technology that will lower their energy costs. Tax

credits are one policy option to potentially encourage consumers to invest in energy-efficiency technologies. Residential energy-efficiency tax
credits were firstintroduced in the late 1970s, but were allowed to expire in 1985. Tax credits for residential energy...
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