Considering Purchase of a New or Used Electric Vehicle
What’s new in this version of the EV tax credit? (Under the Federal Inflation Reduction Act)
(Note: The old tax credit is still in effect from now until December 31, 2022.)
While the maximum credit of $7,500 for new EVs is the same, many of the details have changed. Here
are the key changes we know about so far:
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The existing credit was capped and phased out after a manufacturer had sold 200,000 EVs in
the US, which had the effect of penalizing carmakers that had moved the quickest in offering
EVs. The new credit is not capped by automaker and is available through 2032. This means
that this new credit will be available to buyers of qualifying Tesla and General Motors vehicles,
manufacturers who currently are ineligible.
While all manufacturers are now eligible, not all vehicles will be. Cars with a manufacturer’s
suggested retail price (MSRP) over $55,000 and vans, pickups, and SUV with a MSRP over
$80,000 are not eligible for the tax credit. This means most EV models can get the credit,
while excluding high-price luxury vehicles for which the tax credit is much less likely to
influence the purchase decision.
Requirements for qualifying for the credit have also changed, with vehicles complying with
either critical mineral or battery component requirements eligible for $3,750 each or $7,500 if
a vehicle meets both. In order to qualify, an increasing fraction of the materials and
components need to be from North America (or from a free trade agreement country in the
case of critical minerals).
There is now an income cap on the tax credit. Joint filers need to have an adjusted gross
income of less than $300,000 to be eligible to take the credit on their tax return ($150,000 for
single filers).
The credit is now assignable to a car dealer so that buyers can use the credit as part of their
down payment or as cash back from the dealer. This could function like a “point-of-sale” rebate
and would make it easier for many EV buyers as the tax credit will reduce the upfront cost of
the EV. That’s different than the current EV tax credit that requires buyers to wait until filing
their taxes in the following calendar year to receive the value of the EV credit. This assignment
of the credit is also a potential solution for car buyers that have less than $7,500 tax
liabilities as the EV credit can reduce one’s tax liability but is not refundable.
Finally, this credit is no longer a “plug-in electric vehicle” tax credit. The credit is now a “clean
vehicle” credit and includes hydrogen fuel cell electric vehicles (these vehicles were formerly
included in another section of the tax code).

For the first time, a used clean vehicle tax credit:
In addition to the revamped clean vehicle tax credit for new car purchases, the reconciliation bill also
includes a credit for used clean vehicles, which is important to make sure lower-income drivers can
still make the switch away from gasoline. Buyers of used EVs can get $4,000 or 30% of the sales price,
whichever is lesser. There are also price and income caps tied to this credit.
Article exerted from David Reichmuth, Senior Engineer, California Clean Transportation Program featured in August
2022 edition of Union of Concerned Scientists.

