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Overview
Inflation Reduction Act (IRA) –
• Introduction
•Elective Pay (or “Direct Pay”) 
•Applicable Tax Credits
•Potential projects using tax credits
•Requirements and Bonuses – Impact on Tax 
Credit Values
•Resources



Inflation Reduction Act
• With $369 billion in climate and energy provisions,  the IRA signifies 

the largest climate investment in US history and has the potential to 
reduce carbon emissions by approximately 40 percent by 2030. 
Much of that investment is delivered via tax incentives.

• As the federal agency responsible for administering the tax code, the 
Treasury Department is central to implementation of the IRA’s green 
energy tax incentives.

• The IRA’s tax incentives cover a broad range of activities that support 
building a clean energy economy, as well as bonuses that apply to 
multiple incentives increasing the cost savings. 



IRA – Elective or “Direct” Pay

• For the first time, tax-exempt and governmental entities that do not 
owe federal income taxes are to receive a payment equal to the full 
value of tax credits for building qualifying clean energy projects or 
making qualifying investments. 

• The mechanism is called “elective pay” (also called “Direct pay”). 
Analogous to “refundable” tax credits for low-income individuals. 

• Unlike competitive grant and loan programs, elective pay allows 
entities to get their payment if they meet the requirements for both
elective pay and the underlying tax credit.

https://www.whitehouse.gov/cleanenergy/directpay/#other

https://www.whitehouse.gov/cleanenergy/directpay/


IRA – Elective or “Direct” Pay
Final regulations adopted proposed regulations for the most part 
with some modest exceptions: 
• In its proposed and final regs, Treasury specified that all private 

nonprofit and public colleges and universities, even those defined as 
“instrumentalities,” are eligible to use the elective pay mechanism. 

• The final regulations prevent an applicable entity from obtaining an 
“excess benefit.” As a result, while entities will be able to combine 
grants and forgivable loans with tax credits - the credit plus 
‘restricted tax-exempt amounts’ cannot exceed the cost of the 
investment.
• Entity may not “chain” an election of credits under Sec. 6417 (Direct 

Pay) with other sources e.g. Sec. 6418 (Transfer of Certain Credits).

https://www.govinfo.gov/content/pkg/FR-2024-03-11/pdf/2024-04605.pdf

https://www.govinfo.gov/content/pkg/FR-2024-03-11/pdf/2024-04605.pdf


Applicable Tax Credits for Elective Pay 

https://www.irs.gov/credits-and-deductions-under-the-inflation-reduction-act-of-2022

https://www.irs.gov/credits-and-deductions-under-the-inflation-reduction-act-of-2022


Applicable Tax Credits for Elective Pay (Continued)

https://www.irs.gov/pub/irs-pdf/p5817g.pdf

https://www.irs.gov/pub/irs-pdf/p5817g.pdf


IRA –Institutions of Higher Education (IHEs)

•With significant infrastructure and vehicles, direct pay can 
help IHEs advance their campus climate and 
sustainability by defraying up to 50-60% of installation 
costs for clean energy technologies. 
• Available until 2032+
• Non-competitive
• Uncapped (unlimited # of institutions can participate)

• Also, IHEs may be able to use the enhanced Sec. 179D 
energy efficiency tax deduction for construction or 
retrofitting of campus buildings with energy efficient 
technology (e.g. lighting, HVAC, hot water systems).  

https://www.irs.gov/credits-deductions/energy-efficient-commercial-buildings-deduction


IRA –Institutions of Higher Education (IHEs)

•Potential projects include:
•Solar panel farms or rooftop solar
•Wind farms
•Battery storage projects
•Ground-source heat pumps (“geothermal”)
•Electric vehicle charging stations
•Commercial clean vehicles for transportation, 
facilities maintenance, and other purposes



IRA – Increase value of tax credit with bonuses

• Prevailing Wage and Apprenticeship Requirements
• Five times base credit (6%) for projects that meet requirements for paying 

prevailing wages and using registered apprentices.

• Domestic Content 
• Projects or facilities that meet “Made in America” content requirements 

eligible for 10% increase to the Production Tax Credit (PTC) or up to a 10% 
to the Investment Tax Credit (ITC).

• Energy Communities
• Projects located in historical energy communities, including areas with 

closed coal mines or coal-fired power plants, eligible for 10%  increase in 
the PTC and up to 10 % increase in the ITC.

• Low Income Communities
• 10-20% increase for certain wind and solar investments in low-income 

communities, Indian lands, federal housing projects, or serving low-
income households.



Resources 

• ACE – Webinar on IRA and Higher Education
More Information on Direct Pay
• IRS.gov/ElectivePay
• Pre-filing Registration User Guide; 
• Permission Management User Guide
• FAQs

• CleanEnergy.gov/DirectPay
More information on the IRA
• IRS.gov/IRA Credits and Deductions
• www.whitehouse.gov/cleanenergy/inflation-reduction-

act-guidebook/

https://www.acenet.edu/News-Room/Pages/Webinar-IRA-Green-Energy-Tax-Credits.aspx
https://www.irs.gov/credits-deductions/elective-pay-and-transferability
https://www.irs.gov/pub/irs-pdf/p5884.pdf
https://www.irs.gov/credits-deductions/elective-pay-and-transferability
https://www.irs.gov/credits-deductions/elective-pay-and-transferability-frequently-asked-questions-elective-pay
https://www.whitehouse.gov/cleanenergy/directpay/?utm_source=cleanenergy.gov
https://www.irs.gov/credits-and-deductions-under-the-inflation-reduction-act-of-2022
http://www.whitehouse.gov/cleanenergy/inflation-reduction-act-guidebook/
http://www.whitehouse.gov/cleanenergy/inflation-reduction-act-guidebook/




Thank You
Questions? Reach out to Azanta Thakur
azanta@greenribboncommission.org


