In the In-Between

Photo: Hyundai Ionig 5 is an example of a vehicle that
immediately 1loses eligibility due to 1its not being
manufactured in North America

Post by Barry Kresch

Which EVs Are Eligible for the
Federal Tax Credit for the
Remainder of 2022

The Inflation Reduction Act, for the most part, goes into
effect in January 2023. That leaves this interregnum from
August 16th through the end of this year, when the existing
program stays in place except for the fact that as of the
moment the ink dries, EVs not assembled in North America lose
eligibility. According to EVAdoption, only 21 models qualify
for the remainder of this year:



https://evclubct.com/in-the-in-between/
https://evadoption.knack.com/ev-models#evs-made-in-usa-mexico-and-canada/?view_91_filters=%7B%22match%22%3A%22or%22%2C%22rules%22%3A%5B%7B%22field%22%3A%22field_26%22%2C%22operator%22%3A%22does%20not%20contain%22%2C%22value%22%3A%22Chevrolet%22%2C%22field_name%22%3A%22Make-Model%22%7D%2C%7B%22match%22%3A%22or%22%2C%22field%22%3A%22field_26%22%2C%22operator%22%3A%22does%20not%20contain%22%2C%22value%22%3A%22Cadillac%22%2C%22field_name%22%3A%22Make-Model%22%7D%2C%7B%22match%22%3A%22or%22%2C%22field%22%3A%22field_26%22%2C%22operator%22%3A%22does%20not%20contain%22%2C%22value%22%3A%22GMC%22%2C%22field_name%22%3A%22Make-Model%22%7D%2C%7B%22match%22%3A%22or%22%2C%22field%22%3A%22field_26%22%2C%22operator%22%3A%22does%20not%20contain%22%2C%22value%22%3A%22Tesla%22%2C%22field_name%22%3A%22Make-Model%22%7D%5D%7D&view_91_page=1

Audi Q5 TFSIl e PHEV PHEV

BMW X5 xDrive 45e PHEV
BMW 330e PHEV
Chrysler Pacifica Hybrid PHEV
Ford E-Transit BEV

Ford Escape PHEV PHEV
Ford F-150 Lightning BEV

Ford Mustang Mach-E BEV

Jeep Grand Cherokee 4xe PHEV
Jeep Wrangler 4xe PHEV
Karma Revero GT PHEV

Lincoln Aviator Grand Touring PHEV
Lincoln Corsair Grand Touring PHEV

Lordstown Endurance* BEV
Lucid Motors Air BEV
Mercedes-Benz EQS SUV* BEV
Nissan LEAF BEV
Rivian R1S BEV
Rivian R1T BEV
Volkswagen ID 4** BEV

Volvo S60 T8 Recharge PHEV PHEV

All of these are manufactured in either the United States,
Canada, or Mexico.

The manufacturer cap remains in place until the end of the
year, which eliminates Tesla and General Motors. All of the
above manufacturers have not phased out. Toyota reportedly
exceeded the 200,000 unit cap during the second quarter. That
would translate to the tax credit being halved in Q4. After
that, they wouldn’t have to worry about it. For any company
that exceeds the cap in the third (or fourth) quarter, Ford
being the most likely example, it becomes a non-issue as the
cap would be gone before they phase out.



The Volkswagen ID.4 has been imported from Germany, but the
company will soon manufacture them in its Tennessee plant. Be
sure and check.

Customers of Rivian and Lucid, new manufacturers of high-end
EVs, will be able to utilize the credit until the end of the
year. As of next year, these cars, except for lesser equipped
versions of the R1T and R1lS, will exceed the new price
thresholds. The Karma and the Mercedes also exceed the new
price thresholds.

What if You Bought a Car Earlier
This Year That Is No Longer
Eligible

If you bought a car earlier this year that was eligible when
you bought it but has lost eligibility either as of August
16th or will lose eligibility as of next year, you can still
take the tax credit when you file your 2022 taxes.

If you have a binding contract from before August 16th on a
vehicle such as the above-noted Ioniq 5 that has 1lost
eligibility, but you have not taken delivery, you should still
get the credit based on the federal language. Usually, it
means a binding contract that neither party can change, a non-
refundable deposit, and a VIN.

“Binding” is the key word. This is the IRS language:

“If you entered into a written binding contract to purchase a
new qualifying electric vehicle before August 16, 2022, but do
not take possession of the vehicle until on or after August
16, 2022 (for example, because the vehicle has not been
delivered), you may claim the EV credit based on the rules
that were in effect before August 16, 2022. The final assembly
requirement does not apply before August 16, 2022.”"


https://www.irs.gov/businesses/plug-in-electric-vehicle-credit-irc-30-and-irc-30d

A binding contract is generally interpreted as enforceable
under state law, including a non-refundable deposit of at
least 5% of the total value. This 1is an excerpt of the
language on the IRS website (which is federal):

“For example, if a customer has made a non-refundable deposit
or down payment of 5 percent of the total contract price, it
is an indication of a binding contract. A contract is binding
even if subject to a condition, as long as the condition 1is
not within the control of either party. A contract will
continue to be binding if the parties make insubstantial
changes in its terms and conditions.”

As we are always careful to say, we try to provide accurate
information, but with respect to tax credit eligibility,
please check with a CPA.

Although I applaud the goals of the IRA, I think this abrupt
loss of eligibility is confusing for consumers and not helpful
in general.

We do not yet know which models will meet the minerals
sourcing and battery manufacturing requirements that take
effect next year. I expect to see reports in the EV press as
models become declared eligible.



