AAF

N’

Insight

Overhaul of IRA Energy Credits:
House Proposal

SHUTING POMERLEAU | MAY 13, 2025

Executive Summary

» The House Ways and Means Committee’s draft of its reconciliation legislation proposes
a significant paring back of about 60 percent of the Inflation Reduction Act energy tax
credits, which would raise about $515 billion in revenue from 2025-2034.

» The proposal would repeal some energy credits immediately, including all clean
vehicle credits, the alternative fuel vehicle refueling property credit, all residential
energy efficiency credits, and the clean hydrogen production credit, which would raise
approximately $306 billion from 2025-2034.

« It would also add phaseouts and restrictions to several credits, including the clean
electricity production and investment credits, the clean fuel production credit, carbon
sequestration credit, nuclear power production credit, advanced manufacturing
production credit, and the credit for certain energy property, which would raise about
$210 billion from 2025-2034.

Introduction

The House Ways and Means Committee released a draft of its reconciliation legislation
yesterday, which proposes a significant paring back of about 60 percent of the Inflation
Reduction Act (IRA) energy credits, which would raise about $515 billion in revenue from
2025-2034, according to the Joint Committee on Taxation (JCT).

The committee’s proposal would repeal some energy credits immediately, including all clean
vehicle credits, the alternative fuel vehicle refueling property credit, all residential energy
efficiency credits, and the clean hydrogen production credit, which would raise
approximately $306 billion from 2025-2034.
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The bill would add phaseouts and restrictions to several credits, including the clean
electricity production and investment credits, the clean fuel production credit, carbon
sequestration credit, nuclear power production credit, advanced manufacturing production
credit, and the credit for certain energy property, which would raise about $210 billion from
2025-2034.

The American Action Forum'’s (AAF) previous analysis establishes an evaluation framework
of simplicity, efficiency, and fiscal sustainability to examine all the IRA energy provisions.
Detailed information on the descriptions and special features of all the IRA energy credits is
included in the previous analysis.

This analysis provides a quick overview of what is included in the House proposal, the
revenue it would raise, and compares the new proposed expiration date to what is included
in current law.

Analysis

The Ways and Means Committee proposes a significant paring down of the IRA energy
credits, which would raise about $515 billion in revenue from 2025-2034 according to the
Joint Committee on Taxation (JCT). This accounts for about 60 percent of the revenue raised
through a total repeal of all the IRA energy provisions at about $852 billion.

As shown in Table 1, the proposal would terminate several energy credits including all the
clean vehicle credits (new, used, and commercial credits), the alternative fuel vehicle
refueling property credit, all residential energy efficiency credits, and the clean hydrogen
production credit. JCT estimates that eliminating these credits would raise approximately
$306 billion from 2025-2034.

Most of these credits would be repealed immediately, effective after December 31, 2025,
which is at least seven years earlier than the expiration date for most credits in current law,
on December 31, 2032. (Table 2) The used clean vehicle credit and the new energy efficient
home credit would be repealed after December 31, 2026.

The Ways and Means bill also proposes adding phaseouts and restrictions to some other
energy credits to make them much less generous. These credits include the clean electricity
production and investment credits, clean fuel production credit, carbon sequestration
credit, the nuclear power production credit, advanced manufacturing production credit, and
credit for certain energy property. JCT estimates that shrinking these credits would raise
about $210 billion from 2025-2034 (Table 1).

There are two major ways the Ways and Means bill proposes to reduce the cost of the
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credits: phasing out transferability and adding restrictions related to foreign entities of
concern (Table 2). Transferability is an efficiency-enhancing feature that allows energy
developers with little or no tax liability to sell their credits to investors directly for cash,
allowing more taxpayers to access energy credits. The proposal would retain the
transferability feature for two more years and repeal it after 2027.

Additionally, the legislation would add significant restrictions related to foreign entities of
concern to limit taxpayers’ access to energy credits. For example, taxpayers who are
considered foreign entities of concern (FEOC), or engage in economic activities with FEOC,
would not be eligible to claim the credits.

The Ways and Means bill would mostly shrink the energy credits, except for the clean fuel
production credit. It would extend the credit from December 31, 2027, to December 31,
2031. It would also retain the transferability feature until the end of 2027 and require the
fuel feedstock to be produced in the United States, Mexico, or Canada (Table 2). JCT
estimates that modifying the clean fuel production credit would cost $45 billion from
2025-2034 (Table 1).

The Ways and Means proposal seems to be balancing between cost saving and maintaining
some investment incentives for certain clean energy technologies. AAF’s previous

analysis establishes an evaluation framework of simplicity, efficiency, and fiscal
sustainability to examine all the IRA energy provisions. The analysis concludes that the
clean vehicle credits are complex, inefficient, and costly. The committee proposes repealing
all the clean vehicle credits after 2025 for used and commercial ones, and after 2026 for
new ones, which would raise close to $200 billion from 2025-2034.

The committee’s proposal for overhauling the IRA energy credits is far from what final
legislation would look like. But it gives investors and energy developers an important
starting point for which energy tax credits lawmakers are considering modifying.
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Table 1. Estimated Revenue Effects of Repealing Certain Energy Tax Provisions in the Inflation Reduction Act
Fiscal Years 2025-2034, Millions of Dollars

IRA's Energy Tax Provisions 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2025-2034
Clean vehicle credit 1,760 3,257 7,887 13,032 15,565 17,445 19,570 78,516
Used clean vehicle credit 121 434 542 862 1,136 1,297 1,592 1,460 7,444
Commercial clean vehicle credit 7,156 10,263 12,363 14,755 17,250 18,846 20,894 3,651 621 104,557
Alternative fuel vehicle refueling property credit 35 83 119 140 161 191 227 169 84 1,210
Energy efficient home improvement credit - 258 2,598 2,735 2,880 3,032 3,192 3,360 3,167 - 21,222
Residential clean energy credit -142 -753 5,486 7,942 9,321 10,135 10,853 11,526 11,943 11,048 77,361
New energy efficient home credit - 271 702 766 809 845 867 870 634 269 6,032
Clean hydrogen production credit 16 107 275 525 875 1,094 1,527 2,119 2,690 9,228
A. Termination of credits -142 8,864 22,930 32,629 42,324 48,999 53,785 59,566 23,143 13,470 305,570
Clean electricity production credit - 3 177 698 1,774 3,079 4,755 7,040 10,004 27,529
Clean electricity investment credit 347 9,561 14,434 16,187 18,190 20,207 22,989 25,016 27,951 154,881
Modification (including transferability) of clean fuel production credit* -1,150 -2,296 -6,644 -7,943 -6,975 -8,460 -6,045 -3,154 -2,690 -45,357
Carbon oxide sequestration credit - 710 1,306 1,660 2,048 2,446 2,874 3,350 3,617 18,011
Zero-emission nuclear power production credit - - - 739 1,834 2,811 3,665 1,383 - 10,432
Advanced manufacturing production credit 25 5,549 9,451 8,982 7,960 6,138 3,852 1,854 420 - 44,231
Credit for certain energy property - 2 3 3 2 2 2 3 4 22 \
B. Phase out and restrictions of credits 25 4,746 17,431 18,258 19,304 23,011 23,937 30,094 34,058 38,886 209,749 ‘

Source: Joint Commettee on Taxation, author's analysis.
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Table 2. Proposed Repeal of IRA Energy Credits by the House Ways and Means

Committee

IRA Energy
Credits

Clean vehicle credit

Used clean vehicle
credit

Commercial clean
vehicle credit

Alternative fuel
vehicle refueling
property credit

Energy efficient
home improvement
credit

House Ways and Means Committee

Proposal

Summary

Limits the number of
covered vehicles sold per
manufacturer to 200,000
from 2009-2026

Repeals the credit
immediately

Repeals the credit
immediately, except for
vehicles acquired before
May 12, 2025, and used
before January 1, 2033

Repeals the credit

immediately

Repeals the credit
immediately

Proposed
Expiration Date

December 31,
2026

December 31,
2025

December 31,
2025

December 31,

2025

December 31,
2025
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Current Law
Expiration
Date

December 31,
2032

December 31,
2032

December 31,
2032

December 31,
2032

December 31,
2032
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Residential clean
energy credit

New energy efficient

home credit

Clean hydrogen
production credit

Clean electricity
production credit

Clean electricity
investment credit

Repeals the credit
immediately

Repeals the credit except
for the construction of
qualified homes began
before May 12, 2025

Repeals the credit
immediately

Brings forward the
phaseout dates and
eliminates the emissions
reduction target

Keeps the
transferability feature for
two years after enactment
before complete
elimination

Adds restrictions
related to foreign entities

Brings forward the
phaseout dates and
eliminates the emissions
reduction target

Keeps the
transferability feature for
two years after enactment
before complete
elimination

Adds limits to access
to credit by specified
foreign entities

Modifies the low-
income communities
bonus credit

December 31,
2025

December 31,
2026

December 31,
2025

The phaseout will
begin in 2029 at
20 percent and
reach 100 percent
after December
31,2031

The phaseout will
begin in 2029 at
20 percent and
reach 100 percent
after December
31, 2031
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December 31,
2034

December 31,
2032

Qualified
facilities
constructed
before
December 31,
2032 (credits
available for the
first 10 years of
service)

Will begin to
phase out after
the later of
2032, or when
the United
States meets
the electricity
sector’s
emissions
reduction goal

Will begin to
phase out after
the later of
2032, or when
the United
States meets
the electricity
sector’s
emissions
reduction goal
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Modification
(including removing
transferability) of
clean fuel
production credit
(Note: This is the
only credit the bill
would expand.)

Carbon oxide
sequestration credit

Zero-emission
nuclear power
production credit

Advanced
manufacturing
production credit

Extends the
expiration date

Keeps the
transferability feature
until December 31, 2027

Requires feedstock
used to produce the
qualified fuel to come
from the United States,
Mexico, or Canada

Adds restrictions
related to foreign entities

Keeps the
transferability feature for
two years after enactment
before complete
elimination

Adds restrictions
related to foreign entities

Adds a phaseout
schedule starting from
2029

Keeps the
transferability feature for
two years after enactment
before complete
elimination

Keeps the
transferability feature
until December 31, 2027,
before complete
elimination

Adds restrictions
related to foreign entities

December 31,
2031

No proposed
changes

The phaseout will
begin in 2029 at
20 percent and
reach 100 percent
by 2032

Wind energy
components sold
after December
31, 2027, are not
qualified

The credit for
all other qualified
products,
including critical
minerals, expires
after December
31, 2031
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Fuels sold after
December 31,
2027

Construction of
the equipment
must start by
the end of 2032
(a 12-year
credit available
after a facility is
in service)

December 31,
2032

The credit for
critical minerals
is permanent;
starts to phase
out in 2030 with
a reduction of
25 percent
annually over
four years
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Credit for certain Keeps the transferability = Brings forward the Placed in

energy property feature for two years after phaseout of the service before
enactment before investment credit  January 1, 2025,
complete elimination for geothermal except for
heat pump geothermal heat
property to pump property,
December 31, which must be
2031 in service by
2035

Source: Joint Committee on Taxation, Evaluating the IRA’s Clean Energy Tax Provisions,
author’s analysis.
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