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The Inflation Reduction Act (IRA) introduced important new clean energy tax credits to the Internal Revenue Code 
(IRC), plus certain increased incentives to existing provisions of the Code.  However, for many of the new 
provisions, taxpayers must comply with new prevailing wage and apprenticeship (PWA) requirements in order to 
enjoy the greatest benefit from the new credits.  This article describes the PWA requirements generally across all 
the credit sections and later focuses on the main issues taxpayers must consider for the New Energy Efficient 
Home Credit under § 45L, which could be significantly increased for qualified property that is constructed 
following the prevailing wage requirements.   
 

I. Clean Energy Provisions and PWA Requirements 
 
For the prevailing wage requirement, any mechanic or laborer employed in the construction, alteration, or repair 
of a qualified facility must be paid the prevailing wage rates for those working on a similar facility, for each 
specified role in the locality.  The rates are determined by the Department of Labor (DOL).  The prevailing wage 
must be paid to ANY laborer or mechanic employed (including by subcontractors) and the taxpayer is required to 
keep records to establish the wage rates paid. 
 
Additionally, where applicable, a minimum percentage of the total labor hours devoted to the construction or 
alteration of a facility must be performed by qualified apprentices (i.e., apprenticeship requirement).  The 
percentage depends on the date when construction begins: 
 

Date Percentage 

Before 2023 10% 

During 2023 12.5% 

After 2023 15% 

 
In addition to the percentage of labor hours requirement, a taxpayer must also meet a participation requirement, 
which is defined as a ratio of 1 apprentice for every 4 other laborers working on the facility.  Records must be 
maintained to establish that both requirements have been satisfied.  Some good faith exceptions to the 
apprenticeship requirement may apply. 
 
The IRA also provides for generous carryover of unused credits and even adds a highly pro-taxpayer provision 
allowing the tax-free disposition of eligible clean energy tax credits.  This new provision could be employed by 
taxpayers anticipating the expiration of unused credits or those choosing to monetize carryover credits for current 
cash flow planning.   
 
The following table shows a summary of the credits and deductions carrying the applicable PWA requirements 
and the credit transfer eligibility.  
  



IRC Section Credit / Deduction 
Prevailing Wage 

Requirement 
Apprenticeship 
Requirement 

Eligible for 
Transfer 

§ 30C Alternative fuel vehicle refueling property credit    
§ 45 Renewable electricity production credit    
§ 45L New energy efficient home credit    
§ 45Q Credit for carbon oxide sequestration    
§ 45U Zero-emission nuclear power production credit    
§ 45V Clean hydrogen production credit    
§ 45X Advanced manufacturing production credit    
§ 45Y Clean electricity production credit    
§ 45Z Clean fuel production credit    
§ 48 Energy credit    
§ 48C Qualifying advanced energy project credit    
§ 48E Clean electricity investment credit    
§ 179D Energy efficient commercial buildings deduction    

 
II. Taxpayer’s PWA Responsibilities  

 
Taxpayers are responsible for establishing the requirements and maintaining proper records to substantiate the 
PWA requirements, generally depending on the specific type and location of the project, the type of credit, the 
participation of subcontractors, etc.  Please see below some of the most relevant considerations. 
 
➢ Check the prevailing wage rate for the specific geographic location, construction type, and type of work 

(SAM.gov). 
➢ If the specific rate has not been determined by the DOL, make a formal request with the DOL for a 

determination. 
➢ Pay the prevailing wage rate to laborers and mechanics and hire apprentices (if applicable). 
➢ Make sure subcontractors (and their subcontractors) pay the determined prevailing wage rate to their 

laborers and mechanics performing services on the site.  Consider the number of employees of subcontractors 
for the participation ratio of the apprenticeship requirement (1:4). 

➢ Keep detailed recordkeeping for work performed by all covered laborers and mechanics. 
 

III. New Energy Efficient Home Credit under § 45L 
 
The New Energy Efficient Home Credit under § 45L provides up to $5,000 in tax credits to eligible contractors for 
each energy efficient unit built and subsequently sold or leases.  An eligible contractor is a taxpayer that 
constructed or manufactured a qualified new energy efficient home.  In other words, it is a taxpayer with basis in 
the home during the construction of the home (including substantial reconstruction and rehabilitation).   
 

a. Energy Star and Zero Energy Ready Home Requirements 
 
For purposes of the New Energy Efficient Home Credit, the satisfaction of the prevailing wage requirements may 
provide for a greatly increased credit per unit sold or leased.  The provision provides two tiers of credits depending 
on the satisfaction of other requirements:  Energy Star home program, run by the Environmental Protection 
Agency (EPA), and the Zero Energy Ready Home Program, administered by the Department of Energy (DoE).  
Higher credits are given for units certified under the Zero Energy Ready Home program requirements.   

https://www.law.cornell.edu/uscode/text/26/30C
https://www.law.cornell.edu/uscode/text/26/45
https://www.law.cornell.edu/uscode/text/26/45L
https://www.law.cornell.edu/uscode/text/26/45Q
https://www.law.cornell.edu/uscode/text/26/45U
https://www.law.cornell.edu/uscode/text/26/45V
https://www.law.cornell.edu/uscode/text/26/45X
https://www.law.cornell.edu/uscode/text/26/45Y
https://www.law.cornell.edu/uscode/text/26/45Z
https://www.law.cornell.edu/uscode/text/26/48
https://www.law.cornell.edu/uscode/text/26/48C
https://www.law.cornell.edu/uscode/text/26/48E
https://www.law.cornell.edu/uscode/text/26/179D


 

Type of Unit Energy Star Requirements 

Single-Family 
Homes 

Date of 
Acquisition 

Energy Star National 
Program 

 Energy Star Local Program 

Before 2025 

Energy Star Single-
Family New Homes 
National Program 
Requirements 3.1 

AND 
Most recent Energy Star Single-Family 
New Homes Program Requirements 
applicable to the location of the home 

After 2024 

Energy Star Single-
Family New Homes 
National Program 
Requirements 3.2 

OR 

Most recent Energy Star Manufactured Home National program requirements 

 

Multi-Family 
Homes 

Most recent Energy Star Multifamily 
New Construction National Program 
Requirements 

AND 
Most recent Energy Star Multifamily 
New Construction Regional Program 
Requirements 

 
b. Zero Energy Ready Home Certification 

 
A taxpayer claiming the New Energy Efficient Home Credit under the Zero Energy Ready Home standard must 
obtain a Zero Energy Ready Home certification before claiming the credit.  The certification must be done by an 
eligible certifier, unrelated to the taxpayer and accredited or authorized by the Residential Energy Services 
Network (RESNET) or an equivalent rating network (commonly engineers or architects).  The certifiers conduct 
tests on the site of construction and prepare a certification package with a declaration. 
 

c. Application of the Energy Saving and Prevailing Wage Requirements 
 
Under the new provisions, the credits could measure up to $5,000/home sold or leased.  However, in the case of 
multifamily construction, the PWA requirements play a significant role in whether the taxpayer will enjoy the full 
benefits of the available credits.  See summary below. 
 

Type of 
Development 

Energy Star Home 
Energy Star + 

Prevailing Wages 

Zero Energy 
Ready Home 

(DoE Standard) 

Zero Energy 
Ready + 

Prevailing Wages 

Multifamily  $500 $2,500 $1,000 $5,000 

Single family  $2,500 $2,500 $5,000 $5,000 

 
d. Applicability date 

 
The new rules apply to qualified energy efficient homes acquired after December 31, 2022, and before January 1, 
2033.  However, the credit is applicable retroactively for projects placed in service from 2020 to 2022, but with 
reduced credit potential and alternative eligibility requirements.  
 

e. South Carolina Examples for Prevailing Wage Requirements under § 45L 
  



A prevailing wage determination must be published by the Secretary of Labor on www.sam.gov.  The DOL 
publication contains the details of wage determinations based on job category, state, county, and type of 
construction (for example, building, residential), among others.  Please see below two examples of current 
prevailing wage determinations for South Carolina as published by the Secretary of Labor.  
 

1. The current prevailing wage determination for construction workers of residential projects in Charleston 
County, SC was recently updated by the Department of Labor on January 6, 2023 (general decision No. 
SC20230059).  Residential projects consist of single-family homes and apartments up to and including 4 
stories.  Please see some examples below: 

 

Job Hourly Rate 

Carpenter $16.02 

Cement mason/concrete finisher $14.69 

Electrician $16.55 

Floor layer:  soft floors $14.73 

Laborer:  common or general $12.89 

Operator:  backhoe/excavator/trackhoe $18.85 

Painter (brush and Roller) $13.49 

 
2. The current prevailing wage determination for construction workers of building projects in Berkeley 

County, SC was recently updated by the Department of Labor on January 6, 2023 (general decision No. 
SC20230022).  Building projects do not include single-family homes or apartments up to and including 4 
stories.  Please see some examples below: 

 

Job Hourly Rate 

Electrician $28.84 

Ironworker, structural $27.35 

Pipefitter $31.66 

Bricklayer $18.00 

Carpenter (drywall hanging only) $16.32 

Carpenter (form work only) $16.20 

Cement mason/concrete finisher $16.20 

 
How We Can Help 

Clearly the PWA requirements play a significant role in an eligible contractor’s ability to access the full credit 

amounts available.  However, making the determination of compliance with the prevailing wages by site, by 

contractor or subcontractor, and according to geographic location can be daunting.  Our Clean Energy Tax 

Practice can take the uncertainty away and advise you on how to best maximize your credit potential.   

Apart from the energy certification conducted by a qualified engineer or architect and the credit calculation 

reflected on your tax return by your tax preparer, a final determination on level of eligibility cannot be achieved 

without understanding your site’s PWA profile, which is where we can help: 

Phase I:  Conducted prior to breaking ground 

We conduct a first pass analysis to determine whether certain subcontractors or all subcontractors 

working on a project meet the prevailing wage requirements.  A determination is be made and 

http://www.sam.gov/
https://sam.gov/wage-determination/SC20230059/0
https://sam.gov/wage-determination/SC20230022/0


recommendations for correction and compliance with the prevailing wage and apprenticeship 

requirements is be provided to you.  You can ensure compliance before it’s too late (note that 

corrections cannot be made following completion of a project). 

Phase II:  Conducted upon completion of the construction project 

Our team compares each individual laborer or mechanic’s wages to the applicable prevailing wage rate 

for his or her role.  This analysis of prevailing wage as well as the apprenticeship requirements is made 

for all contractors and subcontractors.  We then certify that the wage and apprenticeship requirements 

are satisfied with respect to each project based upon the information provided.  Phase II is your final 

answer. 

Deliverable:  Letter of certification to accompany the detailed analysis. 

You have the option to do both Phase I and Phase II or choose only Phase II upon completion of a construction 

project.  However, those that engage in a Phase I analysis are provided with advice for corrections, where 

appropriate, and more likely to maximize the available credits.   

All information you provide goes through our secure portal and all information is stored on our secure servers.   

Contact us to see how we can help you assess what these legislative changes could mean for you and your 

business. 

The information provided in this communication is of a general nature and should not be considered professional 
advice. You should not act upon the information provided without obtaining specific professional advice. The 
information above is subject to change. 

https://www.elliottdavis.com/contact-us/

