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IRS provides 2024 safe harbor for
commercial clean vehicle incremental
cost

January 3, 2024

In brief

What happened?

The IRS on December 20 released Notice 2024-5, which provides a safe harbor under the Section 45W tax credit
for determining the incremental cost of certain qualified commercial clean vehicles placed in service in calendar

year 2024.

Why is it relevant?

The safe harbor simplifies a taxpayer’s computation of the Section 45W credit, which is the lesser of (1) 15% of the
basis of a qualified commercial clean vehicle (30% if the vehicle is not also powered by gas or diesel) or (2) the
incremental cost of the vehicle over a similar gas-powered vehicle. The maximum credit is $7,500 for vehicles with
a gross vehicle weight (GVW) rating of less than 14,000 pounds and $40,000 for other vehicles.

Action to consider:

The safe harbor applies only to certain commercial clean vehicles with a GVW rating of under 14,000 pounds.
Notice 2024-5 requests comments on additional types or classes of vehicles that should be included in the safe
harbor in the future. Taxpayers wishing to submit comments must do so by February 18, 2024.

In detalil

Notice 2023-9 provided a safe harbor for computing the incremental cost of certain commercial clean vehicles
placed in service in calendar year 2023. The safe harbor was based on a December 2022 Department of Energy
(DOE) analysis of classes of street vehicles that modeled the costs of representative electric vehicles, including
street electric vehicles, and comparable street internal combustion engine vehicles. “Street electric vehicles”
include battery electric, plug-in hybrid electric (PHEV), and fuel cell electric cars; SUVs; minivans; and pickup

trucks.
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Notice 2024-5 advises that DOE amended its analysis in December 2023 and reached the same results as in
December 2022. DOE concluded that the modeled incremental cost of all street electric vehicles, other than
compact car PHEVs, under 14,000 pounds GVW will be greater than $7,500. The incremental cost for compact car
PHEVs is $7,000.

Based on the DOE analysis, Notice 2024-5 provides a safe harbor permitting taxpayers to rely on the DOE
modeled incremental costs for vehicles placed in service in 2024. Thus, $7,000 may be treated as the incremental
cost for compact (including mini-compact and subcompact) PHEVs. The credit for other vehicles under 14,000
pounds GVW will not be limited by the modeled incremental cost because it is more than the credit maximum.

See the PwC insight Interim guidance addresses clean vehicle battery requirements, incremental cost for additional
information on the Section 45W credit.

Let’s talk

For a deeper discussion of how the Section 45W commercial clean vehicle credit might affect your business, please
contact one of the PwC professionals listed below:

Specialized Tax Services

Randa Barsoum Wendy Punches Sherry Murray
(914) 656-6811 (408) 981-0570 (518) 949-0002
randa.barsoum@pwc.com wendy.punches@pwc.com sherry.a.murray@pwc.com

Federal Tax Services

Topher Call Sara Logan
(949) 910-1518 (202) 834-4831
christopher.call@pwc.com sara.l.logan@pwc.com
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