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Overview of the Inflation Reduction Act

Public Law 117-169 – 2022 “Reconciliation Bill”
~ 50 / 50 Senate, V.P. as tie-breaker

~ Smaller version of “Build Back Better”
~ Enacted August 16, 2022

~ $3 Billion + Potentially More for Port Infrastructure
~ Numerous Tax Incentives for Business Involved in Clean 
Energy 
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IRA Overview 

of Issues

Clean energy investments

Decarbonization and emissions reductions

Modifications to existing energy and climate tax 
programs

Permitting reform legislation
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Long-Term Context

◘ Sequence of Increases in Federal Funding for Infrastructure 2020 – 2027

▪ CARES – “Coronavirus Aid, Relief, and Economic Security Act of 2020”

❑ COVID Aid -- health care, and economic recovery

❑ Funding to states, businesses, personal 

❑ No separate funding for Special Purpose Districts

▪ ARPA – “American Rescue Plan Act of 2021”

▪ “Consolidated Appropriations Act of 2021”

▪ IIJA – “Infrastructure Investment and Jobs Act of 2021”

▪ IRA – “Inflation Reduction Act”

▪ IRA is latest, and likely last, in a series of 5 major, (out of the ordinary) federal 

funding acts 
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Long-Term Context

Taken together, over 
$3.7 Trillion in Federal 

Funding in these 5 Acts 
of Congress

▪ “Surge” in funding
▪ Unprecedented Amount 

and Action
▪ IRA alone has $391 billion 

in new federal funding for 
climate-related programs 

▪ Resulted in federal 
infrastructure funding 
increases at long last
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Long-Term Context

◘ These laws are highly unusual for federal funding increases;

1. Wave will flow in, but dissipate, not return to these levels.
▪ Will return to regular amounts of appropriations.

▪ Much implementation is needed over the next 5 years.

2. A lot of funding is multi-year --- 5 years generally. 
▪ Makes a difference of when projects placed in service.

3. Federal funding is not without conditions and challenges:
▪ Is about 1/10th of what is needed. 

▪ Most accounts are highly competitive.

▪ Many conditions on credits, funding. 

▪ But U.S. is determined to push out these funds: 
❑ Added Key Advisories in White House.

❑ Treasury, Other Agencies pushing out Guidance Docs.

6



Importance of Understanding the Priorities in the 

Sequence of Legislation 

Vast Gulf Between Congressional Intent and Project Financing and Completion 

Down Payment on Infrastructure Needs

Pandemic Responses

Increased Focus on: 

Clean Energy Future
Increasing share of benefits to 
disadvantaged communities, 

40% Goal

Address Environmental 
Justice Concerns 

Domestic Content Prevailing Wage
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Summary Overview of IRA
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This section provides $3 billion to EPA 
to award rebates and grants on a 

competitive basis for the purchase or 
installation of zero-emissions port 
equipment and technology and the 

development of climate actions plans 
to reduce air pollutants at ports.

New Section 133 of Clean Air Act

“Grants to Reduce Air Pollution at Ports” 

New Section 134 of Clean Air Act

“Greenhouse Gas Reduction Fund” 



Section 133: What the Grants Cover

◘ Electrified equipment and reduce emission at ports.

◘ Funding for ports seeking to purchase:

a. Alternative-fueled cargo-handling equipment;

b. Shore power systems;

c. Microgrids for energy resiliency;

d. Electric grid infrastructure;

◘ Of the $3 billion in funding, $750 million will be reserved for ports in non-

attainment areas.

◘ EPA will administer the grant program.
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Other Important Provisions of IRA:

The Inflation 
Reduction Act 
contains other 

provisions ports can 
use: 

Including availability of tax credits for clean energy production, including offshore wind and 
hydrogen energy

$60 million allocation to the Diesel Emissions Reduction Act (DER) grant program, intended 
specifically for goods movement 

$2.6 billion toward the National Oceanic and Atmospheric Administration (NOAA) for the 
protection of marine habitats and resilience for coastal communities from extreme storms

$1 billion provided for the replacement of ‘class 6 or 7’ heavy-duty vehicles with zero-emission 
alternatives   
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Challenges to Use of IRA Grants/Tax 

Credits/Direct Pay Provisions:

◘ The Strings Attached: 
▪ Specific clean energy purposes of projects

▪ Placed in Service dates. 

▪ Labor Requirements: 
❑ Prevailing Wage;

❑ Apprenticeship Programs. 

▪ Bonus Eligibility to Plus up Credit or grant.

◘ Ban on funding for automated cargo handling ---
▪ “Build Back Better” included a restriction that funds awarded “shall not be used...to purchase fully 

automated cargo-handling equipment or terminal infrastructure that is designed for fully automated 

cargo-handling equipment.” This condition as not included in the grant provision in IRA, but the 

grant provision defines zero-emission port equipment or technology as being “human-operated 

equipment or human-maintained technology” and therefore continues to exclude automated 

technology from grant eligibility without the separate language.

◘ Not much funding vs. identified need: $3 billion vs. $50 billion in identified need. 
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Reductions and Additional Credit

Labor Requirements:

▪ ITC for any energy project is subject 
to an 80 % reduction unless

1. The maximum net output of the project 
is less than one megawatt

2. The energy project satisfies the 
Prevailing Wage Requirement and the 
Apprenticeship Requirement, or

3. The construction of the energy project 
begins before the 60th day after the 
Secretary of the Treasury publishes 
guidance with respect to these 
requirements.

Credit Enhancements:

▪ Credits can be increased by 10 % for 
Domestic Content Bonus and Energy 
Communities Bonus respectively

▪ A solar wind facility that otherwise is eligible 
for the ITC may claim a 10 % point or 20 % 
point bonus if the facility satisfies the 
requirements for the Low-Income 
Communities Bonus. These credit 
enhancements would be available to energy 
projects that are placed in service during or 
after 2023. 
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Energy and Climate Provisions; 

Of Interest to Businesses

Extension and 

Modification of the 

Investment Tax Credit 

• The Act extends the investment tax credit of the 
energy property for which construction begins before 
2025 (other than geothermal property, for which 
construction must begin before 2035).

• Applies to solar, wind, geothermal, and fuel cell property.
• Energy property that is placed in service during or after 

2022. 

Extension of the Credit:

• The Act creates a new, standalone ITC for energy 
storage technology, qualified biogas property, and
microgrid controllers. 

• Placed in service during or after 2023. 

Newly-Creditable Projects and 
Assets:
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Creation of Technology-Neutral 

Investment Credit
◘ Extension of the Credit:

▪ The Act extends the production tax credit for qualified facilities, including wind, 
biomass, landfill gas, and hydropower facilities, for which construction begins 
before 2025.

◘ New production tax credit for hydrogen technology 
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Description of the Labor Requirements

▪ Laborers and mechanics employed by contractors and 
subcontractors must be paid prevailing wages (in accordance 
with federal wage rate requirements).

▪ Requirement must be satisfied during the construction of the 
project 

The Prevailing 
Wage Requirement:

▪Requires specified percentage 
▪Percentage of total labor hours in construction of a project or 
facility must be performed by qualified apprentices.
▪Employ at least one qualified apprentice to perform the 
relevant work.

The Apprenticeship 
Requirement:
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Description of Credit Enhancements
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The Domestic Content Bonus:
~ Must certify that any steel, iron, or manufactured product which is part of a creditable project is produced in the United States.
~ Manufactured products are considered to be produced in the U.S. if the Adjusted Percentage of the total cost of the components of 

the product are mined, produced, or manufactured in the U.S. 
~ This is available for projects or facilities that are placed in service during or after 2023.

The Energy Communities Bonus:
~ Project must be located within an Energy Community.
~ “Energy Community” means energy-based local economy
~ This is available for projects or facilities that are placed in service during or after 2023.  

The Low-Income Communities Bonus:
~ A solar or wind project otherwise eligible for the ITC or CEIC would be eligible for an additional credit.
~ A “Low-Income Community” is defined as a census trace with a poverty rate of at least 20 % or median family income < 80 % 

statewide family
~ Definitions of a “Qualified Low-Income Residential Building Project” & “Qualified Low-Income Economic Benefit Project”
~ This is available during and after 2023.



Limitation on Tax-Exempt Financing 

◘ For a project or facility financed with tax-exempt bonds, the Act reduces 

the ITC, PTC, CEIC, CEPC, Section 45Q Credit, Hydrogen PTC, 

and Hydrogen ITC for the project or facility by the lesser of
1. 15 % and

2. The percentage of the capital expenditures of the project or facility that is financed 

by the proceeds of tax-exempt bonds
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Credit Monetization: Important Change for 

Public Entities 
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• The Act permits tax-exempt entities to make an election to receive a 
grant in lieu of tax credit or transfer

• Cash payments generally would equal 100 % of the applicable credit.
• Taxable years beginning during or after 2023.

Direct Pay 
Election 

• Other than taxpayers eligible to make the Direct Pay Election with 
respect to a particular credit, may elect to sell the credit to an 
unrelated buyer for cash.

• Carryback. 
• The Transfer Election is available for the taxable years beginning 

during or after 2023. 

Credit Transfer 
Election 



For More 

Information:

Rick Agnew

(202) 298-1815

raa@vnf.com
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QUESTIONS!
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Section 133
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Section 133
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Section 134
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Section 134
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