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Inflation Reduction 
Act

plus

New CT Programs





Inflation 
Reduction Act





Immediate Changes 
and Timeline

Restores full 30% 
tax credit through 

at least 2032

Retroactive – Full 
credit applies to 

projects placed in 
service in 2022

Transition to 
technology neutral 

credits in 2025

Commercial Phase-
out: 
•Later of 2034 or two 
years after GHG 
emissions drop 75% 
below 2022 levels
•2034 – 22.5%
•2035 – 15%
•2036 – 0%  



Summary of immediate changes to commercial tax credits

Changes slated to take effect in 2023, subject to further IRS 
guidance:

1.Transferability and Direct Pay
2.Storage ITC
3.Interconnection Costs
4.Prevailing Wage and Apprenticeship Requirements
5.ITC bonus for domestic content, brownfield sites, and low-income projects
6.PTC

Inflation 
Reduction Act



Starting in 2023 - New Ways to Monetize Credits

● Receive cash for credits through 
IRS refund process

● Eligible entities: tax-exempt 
entities, rural electric co-ops, and 
states/munis

● Eligible entities cannot transfer
● Fine print … “domestic content” 

stick 

Direct Pay

● Sale of credits to unrelated parties
● Credits can only be sold once
● Still subject to recapture
● Passive activity loss rules likely 

still apply, awaiting IRS guidance
● Transfer market will take time to 

mature

Transferability 



Energy Storage ITC

Stand-alone ITC without any obligation to charge with 
renewable power

Broad definition: “property . . . which receives, stores, and 
delivers energy for conversion to electricity . . . and has a 
nameplate capacity of not less than 5 kilowatt hours”
•Would include pumped-hydro storage

Residential credit available provided battery has at least 3 
KWh of capacity



Interconnection Costs

For projects up to 5 
MW (AC) in capacity, 
interconnection costs 
are eligible for ITC

Includes upgrades 
and facilities owned 

by the utility

Applies to energy 
storage facilities and 

all other facilities 
that qualify for the 

ITC

Cannot claim PTC on 
interconnection costs Single-plant risks?  

Transmission ITC 
did not make it into 

the bill 



Prevailing Wage and Apprenticeship 

● < 1 MW (AC) are exempt
● Projects that “begin construction” 

within 59 days of IRS Guidance
● Maybe 4-6 Months for Guidance?
● Rely on existing construction start 

guidance?  

Do these apply to your 
project?

● Comply or 30% drops to 6%
● Pay Davis-Bacon wages paid on 

federal construction jobs
● Qualified apprentices for 10% to 

15% of total labor hours
● Requirements apply during first 5 

years post-commissioning for 
alterations/repairs (not O&M)  

What are the consequences 
if they apply?



Bonus ITC: 
Domestic Content

● Certify that any steel, iron, or 
manufactured products was 
produced in the US

● Steel and Iron:  Must be 100% US, 
applied consistent with Buy 
American Act regs:

● Manufactured Products:  Deemed 
US made if “adjusted percentage” 
of the total cost of products and 
subcomponents “are mined, 
produced, or manufactured in the 
United States”

CONSTRUCTION 
BEGINS

ADJUSTED 
PERCENTAGE

Before 2025 40%

In 2025 45%

In 2026 50%

In 2027 or later 55%



Bonus ITC: Energy Communities

Includes (i) “brownfield sites,” (ii) 
census tracts with shuttered coal 
mines/generation, and (iii) areas 
with high unemployment and a 

fossil-fuel industry presence.  

Incorporates the brownfield site 
definition from CERCLA:  

•“real property, the expansion, 
redevelopment, or reuse of 
which may be complicated by 
the presence or potential 
presence of a hazardous 
substance, pollutant, or 
contaminant.”

Be mindful of brownfield 
exclusions under CERCLA which 

include:

•Superfund sites (listed or 
proposed for listing);

•Sites subject to court orders, 
consent decrees, or admin 
orders; and

•Sites subject to certain permits, 
e.g., RCRA, TSCA, and the Safe 
Drinking Water Act. 





Bonus ITC: Low-Income Solar and Wind 
Projects

● Application>Award 
● 1,800 MW (DC)/year 
● Under 5 MW (AC)
● Only solar or wind, 

and integrated 
storage

● No PTC bonus

General 
Restrictions

● 20% bonus – 2 Types
(1) Installed on 

affordable housing 
AND tenants 
receive financial 
benefits.

(2) At least 50% of 
financial benefits 
provided to low-
income households

Low-Income 
Project

● 10% bonus
● Located in a “low-

income community”
● Relies on NMTC

mapping   

Low-Income Site







Solar Production Tax Credit
Solar projects placed in service in 2022 or later may elect for the 
PTC for the first ten years of operations instead of the ITC.  

Current PTC rate is 2.6 cents/kWh.  Adjusted for inflation 
annually.  

Potential factors to consider when evaluating PTC vs ITC:

• Project’s capacity factor
• Interconnection costs only eligible for ITC, not PTC 
• Low-income bonuses only eligible for ITC, not PTC  



CT Solar/Fuel Cell Programs

– NRES (solar and fuel cells)
• Different tranches for fuel calls and solar
• Behind the meter, and 
• VNM mandates projects on municipal (and 

state and ag) land/buildings
• Favors projects located in distressed 

municipalities, brownfields and landfills
(20%) and carports (30%) OR where all the 
benefits flow there

• potential municipal benefits in terms of lease 
payments and electricity savings

– SCEF (community solar – sort of)
• Low-income customers 
• Carports, canopies, brownfields and landfills



NRES Program SCEF Program
Project Maximum Size (MW) 5 5
MW offered per year 110 50
Total Program Size (MW) 500 300
Program Years Remaining 5 5

Different Environmental Rules

No construction in core 
forest or on slopes >  
15°             

Structure
Virtual net metering 
or direct sale to utility

Direct sale to utility 
w/utilty distributing 
some financial benefit 
back to community

Pricing differences based on size

Different 
tranches/auction for 
different project sizes

One tranche/auction 
regardless of size

Special ground siting restrictions
State,  farm or 
municipal land only

Siting incentives

Distressed 
municipalities, 
brownfields, carports 
and landfills

Brownfields, carports 
and landfills





Potential Stacking Value of Projects Under 1 MW
Federal Percentage
1. Starting ITC Bonus (assuming wage threshold met) 30%
2. Energy Community Bonus 10%
3. Low Income Project or Community Bonus 10% or 20%
4. Domestic Content Bonus 10%
Plus ITC applies to interconnection costs 
Potential Tax Credit or Direct Pay Value 60% to 70% of Project Costs
No Prevailing Wage or Apprenticeship Requirement

State
Favorable Pricing in NRES Middle Tranche 20% to 30% (Carports)
CT Low income/Landfill/Carport Bonus Pricing Preference

Nonfinancial Benefits
Local permitting (no CT Siting Council)
Less stringent (less expensive) stormwater compliance
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