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Gallagher... MONDAY MINUTE

Act Before The Lights Go Out: Expiring
Energy Tax Credits

Enacted last year, the One Big Beautiful Bill Act (OBBBA) modified, eliminated, or provided for
the gradual phase out of many energy tax credits and other tax benefits that many developers
and businesses planned to utilize for upcoming projects. While a number of these credits
terminated as of January 1, others are set to expire in 2026 and 2027.

Key Deadlines

« June 30, 2026: Section 45L (New Energy Efficient Home Credit) deadline for sale or
lease.

« June 30, 2026: Section 179D (Energy Efficient Commercial Buildings Deduction) deadline
to begin construction.

« June 30, 2026: Section 30C (Alternative Fuel Refueling Property Credit) deadline to be
placed in service.

« July 4, 2026: Section 45Y and section 48E wind and solar projects must begin
construction to avoid the December 31, 2027 placed in service deadline.

« December 31, 2027: Section 45Y and section 48E wind and solar projects must be placed
in service, if construction began after July 4, 2026.

Below is a deeper dive into these credits and the changes impacting each:

Section 45L - New Energy Efficient Home Credit

Residential builders and developers will cease to be eligible for the section 45L tax credit for the
sale or lease of energy efficient homes after June 30, 2026.

This credit provides builders with tax credits ranging from $500 to $5,000 per qualified energy-
efficient home, depending on whether the home meets Energy Star or DOE Zero Energy Ready
Home program requirements and applicable prevailing wage and apprenticeship standards.

Section 179D - Energy Efficient Commercial Buildings Deduction

Commercial builders and developers will cease to be eligible for the section 179D deduction for
energy efficient commercial buildings for projects that begin construction after June 30, 2026.

This deduction allows commercial building owners and designers that construct, upgrade, or
retrofit commercial buildings with energy-efficient HVAC systems, lighting, building envelopes,
and hot water systems that achieve at least 25% energy savings to claim a deduction of up to
$5.81 per square foot.



Section 30C - Alternative Fuel Refueling Property Credit

The section 30C alternative fuel vehicle refueling property credit for installing EV charging
stations will cease to be available for property placed into service after June 30, 2026.

For businesses, the credit is 6% of eligible property and installation costs, which increases to
30% if prevailing wage and apprenticeship requirements are met, with a maximum credit amount
of $100,000 per item. For residential installations, the credit equals 30% of costs, capped at
$1,000 per item. Property must be placed in service in eligible census tracts, which are defined
as low-income or non-urban areas.

Sections 45Y and 48E - Clean Electricity Production and Investment
Credits

To qualify for the investment tax credit (ITC) or production tax credit (PTC) for wind and solar
under sections 45Y and 48E, projects must either begin construction by July 4, 2026 or be
placed in service by December 31, 2027.

Additionally, IRS Notice 2025-42, which provides guidance on the elimination of these credits for
wind and solar facilities, narrows the definition of what would constitute the beginning of
construction for purposes of satisfying the July 4, 2026 deadline.

For other clean energy technologies (including geothermal, nuclear, energy storage), the credits
phase out after December 31, 2032, with 100% of the credit available for projects that begin
construction by December 31, 2033, declining to zero for projects that begin construction after
January 1, 2036.

New Foreign Entity of Concern Rules

In tandem with the credit phase outs and other tax credit qualification requirements, the OBBBA
introduced new foreign entity of concern (FEOC) rules that prohibit taxpayers considered
“prohibited foreign entities” from claiming clean energy tax credits.

These rules apply to the following credits:

« Section 45Q: Carbon oxide sequestration credit

« Section 45U: Zero-emission nuclear power production credit
» Section 45X: Advanced manufacturing production credit

» Section 45Y: Clean electricity production credit

« Section 45Z: Clean fuel production credit

« Section 48E: Clean electricity investment credit

The new prohibitions are applicable to (i) Specified Foreign Entities (SFE), entities tied to foreign
adversaries, including those linked to military programs or forced labor, and (ii) Foreign-
Influenced Entities (FIE), entities with significant foreign ownership or control—even indirectly.

The reach of the new FEOC rules extend far beyond what is immediately apparent. Compliance
requires a comprehensive analysis of corporate structures, beneficial owners, control
mechanisms, contractual relationships, and supply chains.

For projects that begin construction this year, compliance with the new FEOC rules is mandatory,
with thresholds tightening through 2029. And section 48E credits are subject to a ten-year
recapture period.

What's Next?

Developers, investors, non-profits, and local governments, particularly those with existing energy
projects or plans, will need to move quickly and closely monitor ongoing guidance this year to
take advantage of the expiring credits. Projects that involve foreign entities or supply chains
should be thoroughly analyzed for credit eligibility, including performing internal audits to
evaluate supply chains and procurement activities, engaging external consultants to ensure
supply chain traceability and documentation, and consulting attorneys to advise on tax and
regulatory compliance.



To discuss the recent changes in law or the upcoming deadlines, please reach out to our
renewable energy and energy tax credit specialists:

Elisa Walker Matthew Pirnot
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About Our Firm

For 65 years Gallagher has been a trusted partner to businesses and non-profits
across the Mid-Atlantic region and nationwide. We represent leading universities,
hospitals, financial institutions, real estate developers, and more. Our firm is
experienced in a wide range of practice areas, including real estate development,
affordable housing, civil litigation, confidential investigations, healthcare, employment
law, corporate law, renewable energy, and tax-driven transactions. We pride
ourselves on offering innovative, practical solutions with a personal touch, acting as
your partner and trusted advisor. With a deep commitment to seeing challenges from
every angle, Gallagher is here to help you navigate the complex legal landscape with
confidence. For more information, visit www.GallagherLLP.com
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