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The Federal Government’s New 85 Billion EV Charging
Infrastructure Plan May Impact Tax Credits for Consumers

BY STACEY HALL®

For decades, electric vehicles (EVs) have been floated as a revolutionary new way
to curb greenhouse gas emissions and to decrease dependence on foreign oil supplies. !
However, EVs have struggled to gain widespread adoption due to limitations in technology
and cost.? But with technology improving and costs beginning to lower, electric vehicles
(EVs) finally seem poised to take over America’s highways. In recognition of the potential
of EVs to combat emissions, the Biden administration has made EV adoption a primary
focus going into 2022.°

On February 10, the U.S. Departments of Transportation and Energy furthered
these efforts by announcing a new infrastructure plan devoting $5 billion in federal funding
to the roll-out of a nationwide network of EV charging stations.* The federal government
will distribute the funds to the states and the District of Columbia over a five-year period,
beginning with $615 million in disbursements for the fiscal year 2022.°

* J.D. Candidate, Class of 2023, Sandra Day O’Connor College of Law at Arizona State
University.
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To receive the federal funds, each state must submit a plan for how it will use the
money.° States have considerable leeway to develop their own plans, but all proposals must
meet certain minimum standards set by the federal government to gain federal approval.’
These standards govern, among other things, the frequency of charging stations along
interstate highways and the number of charging ports at each station.®

While the roll-out of an expanded network of EV charging stations will no doubt
transform the physical landscape of America, it may also affect the nation’s tax treatment
of EVs. The federal government has provided tax credits to EV purchasers for over 10
years.” At the federal level, individual consumers currently receive a tax credit in the
amount of up to $7,500 for each new vehicle purchased in the United States, depending on
the vehicle’s manufacturer and battery capacity.!'’ Many states and municipalities also offer
their own tax credits to supplement the federal offerings.'!

The current EV tax credit provisions begin to phase out once a manufacturer has
sold 200,000 qualifying EVs in the United States.!> When a manufacturer reaches this
point, tax credits are reduced gradually over the course of the ensuing calendar year, first
to 50 percent of the original credit amount and then to 25 percent, until they phase out
completely by the end of the year.!> Manufacturers like Tesla and General Motors have
already reached the 200,000-vehicle limit, and more are soon to follow. !4

It seems likely that, with the Biden administration’s new EV infrastructure plan,
EV tax credit provisions, particularly those based on vehicle sales per manufacturer, will
phase out sooner rather than later. One of consumers’ primary concerns regarding EVs is
the range these vehicles can cover on a single charge.'> As EV charging stations become
as commonplace as gas stations for conventional vehicles, these concerns are likely to
abate, thereby increasing demand for EVs. As more consumers purchase EVs,
manufacturers will reach the tax credit phase-out limits more rapidly. Once these limits are
reached, consumers who have not yet purchased an EV will no longer have the monetary
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incentive of a hefty tax credit to do so. This may therefore stifle the continued adoption of
EVs under the current tax credit program.

The tax credits currently available to consumers have served as a powerful
incentive to purchase EVs.!® A change to the EV tax credit program may bolster adoption
even further. In particular, it may be worthwhile for the federal government to increase the
number of EVs a manufacturer may sell before the phase-out limits take effect. Last year,
a bill known as the GREEN Act proposed increasing that cap to 600,000, thereby tripling
the number of consumers per manufacturer who will qualify for the tax credit.!” While that
bill was shot down, increasing the phase-out limit by any extent will enable more
consumers to qualify for the tax credit. When more consumers know they will qualify for
a greater tax credit by purchasing an EV, they will channel more business to EV
manufacturers, which will in turn encourage manufacturers to scale up production of EVs.

Of course, the sustainability of the tax credit program is limited, as the federal and
state governments may not be willing or able to provide them forever.!® But it is not
necessary to extend the tax credit program forever. The Biden administration has set a goal
for EV sales to reach 50 percent of vehicle sales in the U.S. by 2030.'° While the 2030 time
frame is ambitious, the 50 percent vehicle sales target may be a suitable cutoff point for
the EV tax credit program.

The increased availability of EV chargers made possible through the new
infrastructure plan will help to encourage EV adoption. However, adoption can be
maximized by combining this plan with an extended EV tax credit program. Through these
measures, the United States will come even closer to a more environmentally friendly
future.
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