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Notice 2023-9: Safe harbor for incremental cost™ of
commercial clean venicles eligible for tax credit under
section 4oW

The IRS today released an advance version of Notice 2023-9 [PDF 110 KB], providing a safe harbor regarding the
incremental cost of certain qualified commercial clean vehicles placed in service in calendar year 2023 for
purposes of the new credit for qualified commercial clean vehicles under section 45W, created by Pub. L. No.
117-169 (commonly called the “Inflation Reduction Act of 2022” (IRA)).

Read the related IRS release—]R-2022-233 (December 29, 2022).
Background

The amount of the section 45W credit for each qualified commercial clean vehicle placed in service by a taxpayer
during the taxable year is the lesser of (1) 30% of the taxpayer’s basis in the vehicle in the case of a vehicle not
powered by a gasoline or diesel internal combustion engine (15% in any other case), or (2) the incremental cost
of the vehicle. The maximum credit allowed is $7,500 in the case of a qualified commercial clean vehicle that has
a gross vehicle weight rating of less than 14,000 pounds, and $40,000 for all other vehicles.

Section 45W(b)(2) provides that the incremental cost of a qualified commercial clean vehicle is the excess of the
purchase price of such vehicle over the price of a comparable vehicle. A comparable vehicle with respect to any
qualified commercial clean vehicle is any vehicle that is powered solely by a gasoline or diesel internal
combustion engine and is comparable in size and use to such qualified commercial clean vehicle.

A qualified commercial clean vehicle under section 45W(c) includes (1) a vehicle that is treated as a motor
vehicle for purposes of title Il of the Clean Air Act and is manufactured primarily for use on public streets, roads,
and highways, not including a vehicle operated exclusively on a rail or rails (street vehicle) and (2) mobile
machinery as defined in section 4053(8).

Safe harbor
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https://www.irs.gov/pub/irs-drop/n-23-09.pdf
https://www.irs.gov/newsroom/treasury-irs-issue-guidance-on-the-incremental-cost-for-the-commercial-clean-vehicle-credit

The Department of Energy (DOE) prepared an incremental cost analysis of current costs across classes of street
vehicles.

Results of the DOE analysis shows that the modeled incremental cost of all street vehicles, other than compact
car “PHEVs,” that have a gross vehicle weight rating of less than 14,000 pounds will be greater than $7,500 in
calendar year 2023. “PHEVs” are defined as commercial clean vehicles that use a gasoline or diesel internal
combustion engine and are propelled to a significant extent by an electric motor that draws electricity from a
battery that has a capacity of not less than 7 kilowatt hours (15 kilowatt hours in the case of a vehicle with a
gross vehicle weight rating of 14,000 pounds or more) and are capable of being recharged from an external
source of electricity.

The DOE analysis calculated the incremental cost for compact car PHEVs, which include minicompact and
subcompact cars, to be less than $7,500. The Treasury Department and IRS will accept a taxpayer’s use of the
incremental cost published in the DOE analysis to calculate the section 45W credit amount for compact car
PHEV:s placed in service during calendar year 2023.

In addition, the DOE analysis provides an incremental cost analysis of current costs for several representative
classes of street vehicles with a gross vehicle weight rating of 14,000 pounds or more in calendar year 2023. The
Treasury Department and IRS will accept a taxpayer’s use of the incremental cost published in the DOE analysis
for the appropriate class of street vehicle to calculate the section 45W credit amount for vehicles placed in
service during calendar year 2023.

For all street vehicles (other than compact car PHEVs) with a gross vehicle weight rating of less than 14,000
pounds, the DOE analysis provides that incremental cost will not limit the available section 45W credit amount
for vehicles placed in service in calendar year 2023. Accordingly, the Treasury Department and IRS will accept a
taxpayer’s use of $7,500 as the incremental cost for all street vehicles (other than compact car PHEVs) with a
gross vehicle weight rating of less than 14,000 pounds to calculate the section 45W credit amount for vehicles
placed in service during calendar year 2023.
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The information contained in TaxNewsFlash is not intended to be “written advice concerning one or more Federal tax matters” subject to the requirements of section 10.37(a)(2) of
Treasury Department Circular 230, as the content of this document is issued for general informational purposes only, is intended to enhance the reader s knowledge on the matters
addressed therein, and is not intended to address the circumstances of any particular individual or entity. Although we endeavor to provide accurate and timely information, there can be
no guarantee that such information is accurate as of the date it is received or that it will continue to be accurate in the future. No one should act on such information without appropriate
professional advice after a thorough examination of the particular situation.
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Direct comments, including requests for subscriptions, to Washington National Tax. For more information, contact KPMG s Federal Tax Legislative and Regulatory Services Group at + 1
202.533.4366, 1801 K Street NW, Washington, DC 20006-1301.

To unsubscribe from TaxNewsFlash-United States, reply to Washington National Tax.
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