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Starting at 5:10pm
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Classes next week

• No class on Memorial Day (Monday May 30)

• Final day of class will be at West Village (parking lot behind 
1605 Tilia St)

• Come check out some EVs in person

• 5 points of extra credit on homework

• Free pizza
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Course evaluations

• This is a new class: help improve it for the future!

• https://eval.ucdavis.edu

• Some extra questions that would be much appreciated if you 
answered:

• Any material that you would have liked to see included?  Or not 
included?

• Were online recordings useful for you at all?

• Were the extra readings useful for you at all?

https://eval.ucdavis.edu/
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What incentives do you get for 
buying an EV?

• We know that you get money 
from the government for buying 
an EV, but how does this actually 
work?

• It turns out that how you get the 
money can make a big difference 
in incentive efficacy (remember 
our discussion of discount rates)

• What other types of incentives 
exist?
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Monetary incentives
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Internal Revenue Code Section 30D

• One of the biggest monetary incentives is from the federal 
government, up to $7500. Started at the end of 2009!

• Credit calculation:
• Baseline $2500 for EV

• $417 for the first 5 kWh battery capacity

• Additional $417 for each kWh thereafter

• Total cannot exceed $7500 (full credit amount as long as vehicle has 

• Incentive is in the form of a tax credit, in other words when you 
file your taxes you get money back based on taxes paid.  If you 
don’t have $7500 of liability, you cannot claim the full credit!
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Phasing out the federal incentives

• After selling 200,000 EVs, 
the federal tax credit will 
begin to phase out 
according to the following 
schedule:
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Infrastructure Bill (…failed)
• Two infrastructure 

bills in Congress last 
year, the first passed 
but the second that 
was going to update 
incentives did not

• Some of the changes 
that were discussed 
can be seen in the 
table (though the 
final version is 
slightly different)

• Labor issues were 
particularly 
contentious!
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California Clean Vehicle Rebate 
Program (CVRP)

• California provides 
incentives on top of the 
federal tax credit

• The CVRP is a tax 
rebate program – once 
you buy the car you 
apply for the rebate 
which is mailed to you 
sometime later

• No tax liability required!
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Do buyers actually need incentives?

• If you give incentives 
to an EV buyer who 
would have bought 
the vehicle anyways:

• Providing an 
unnecessary windfall 
(…to some rich 
Silicon Valley kid?!?!)

• Taking hard earned 
tax dollars and giving 
it to those who don’t 
need it?

Tesla phase out 
starts at the 
beginning of 2018
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Income restrictions

• In response to these concerns, California added income criteria

• Income brackets are still pretty high! But also lower income 
consumers get extra benefits from the rebate
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EFMP and CC4A

• Enhanced Fleet Modernization Program (EFMP) – low-income 
residents living in low air quality districts can scrap older, higher 
polluting vehicles and purchase clean vehicles with a large 
incentive

• Clean Cars 4 All (CC4A) – a similar program, replacing old, 
polluting cars with clean, efficient vehicles in select air districts.

• Combined these programs provide up to $9500!  That’s on top 
of the federal incentive, CVRP, and Clean Fuel Reward 
programs

• Funding comes from Volkswagen Environmental Mitigation 
Trust for California (the settlement fund)
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Connecticut Hydrogen and Electric 
Automobile Purchase Rebate (CHEAPR)

• Other states have taken a 
slightly different approach by 
limiting incentives for really 
expensive cars

• Similar justification: if you 
can afford a $100k car, you 
don’t need an extra few 
thousand dollars!
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California Clean Fuel Reward

• Anyone who buys or leases an EV with more than 5 kWh is also 
eligible for an additional $750 

• Must register vehicle in CA and reside in CA as well

• Why do we have both the CVRP and the Clean Fuel Reward?
• Comes from different pots of money:

• CVRP funding is from Low Carbon Transportation Investments and Air Quality 
Improvement Program (administered by CARB)

• Clean Fuel Reward funding is from the Low Carbon Fuel Standards

• Experiment for “on-the-hood” incentives, keep this in mind for later!
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Washington State EV Infrastructure 
Tax Exemption

• Washington state provides a tax 
exemption – in other words you 
don’t have to pay a large portion of 
the sales tax for the purchase of a 
new (qualifying) EV

• $1300 is somewhat lower than 
other state incentives, but similar to 
California’s Clean Fuel Reward it is 
applied immediately at the point-of-
sale
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Low Carbon Fuel Standards

Investor-Owned Utilities must use credit revenues…
• to reduce the purchase/lease cost of PEVS OR
• to apply an annual credit against a customers’ bills

(NOT)
To pay for charging infrastructure (Separate application process)
Or to lower volumetric rates for PEV drivers

All Electric Utilities must use credit revenues…
• “to benefit current or future EV customers” AND

• “to educate the public on the benefits of EV transportation” 

+ must provide rate options that “encourage off-peak charging 

and minimize adverse impacts to the electrical grid”
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Utility incentives
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Non-monetary incentives
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High-occupancy vehicle lanes

• HOV lane stickers allow 
vehicles to drive in carpool 
lanes even with just a single 
occupant in the car

• Program began in the 2000s 
with HEVs but was later 
extended to BEVs and PHEVs

• Eventually decided that HOV 
access should sunset over 
time

• We’re back to yellow as of this 
year!
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Charging benefits

• Many automakers offer free charging programs after purchasing a 
new EV:

• Audi, Lucid, Porsche: 3 years free charging on Electrify America

• BMW, Mercedes-Benz, Polestar: 2 years, 30 minutes free charging on 
Electrify America

• Chevrolet: $500 free charging on EVGo

• Ford, Hyundai, Volvo: 250 kWh free charging (~3-5 full charges) at Electrify 
America

• Kia: 1000 kWh free charging at Electrify America

• Mazda: $500 free charging at ChargePoint

• Nissan: $250 free charging at EVGo

• Toyota: 1 year free charging on EVGo

• Volkswagen: 3 years free at Electrify America
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Parking incentives

• A minor perk, but 
oftentimes you get to 
park at the “front of 
the line”

• Some benefits may 
come after the fact, 
they might not directly 
influence purchase 
behavior
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Analyzing efficacy of 
incentives
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Why do we care how important 
incentives are?

• Are incentives doing anything? Or are they a waste of taxpayer 
money?

• Understanding the importance of incentives can help inform 
policymakers on whether or not they should exist – and if they 
should, how to best structure them



25

Tax credit vs tax rebate vs “on-the-
hood”
• Not all monetary incentives are created equal!

• Would you prefer to get your incentive:
• When you file your taxes next year (federal tax credit)

• After a 6-8 week time period (CVRP)

• At the point-of-sale when you buy the EV (CCFP, sales tax exemption)

• Some studies have shown that the timing of the incentive can 
have a huge effect. If you want to improve the efficacy of the 
incentive, a $1 point-of-sale incentive can be as effective as a 
$2 tax credit (double the value!)
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Incentives don’t always come right away

• If there isn’t enough funding allocated for CVRP, customers may 
have to wait quite some time to receive the rebate
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What incentives do people care 
about?
• In a large-scale survey 

of EV purchasers, we 
asked what were the 
two most important 
incentives

• Far and away, 
consumers prefer 
monetary incentives –
followed by HOV lane 
access
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When should we phase out incentives?

• Deciding when to phase-
out incentives is not a 
straightforward decision

• Studies have actually 
shown that the 
importance of incentives 
for EV buyers is actually 
increasing over time

• This makes sense 
qualitatively: as more 
adopters enter the 
market, you start 
penetrating lower income 
populations who need the 
incentive
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How valuable are HOV lane stickers?

• More than you might think!

• Several studies have 
investigated this:

• Sales of used HEVs with 
and without the sticker 
($10000 difference!)

• Survey by UC Davis found 
savings as high as $540 
per year
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In early years, HOV was the primary 
motivation for purchase!
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Do incentives lead to more EVs 
being sold?
• The million-dollar question! …but also very difficult to analyze 

correctly

• This specific topic has been heavily studied in the academic 
literature…let’s take a look:
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Incentives are [probably] important, 
but the devil is in the details
• There’s generally agreement that incentives have an effect, but 

lots of ongoing debate about whether we should still have them

• Its hard to keep track of incentives! There are federal, state, and 
even local level incentives (not to mention those offered by 
utilities or automakers or other organizations). These incentives 
are also constantly changing over time

• Take advantage of these incentives while you can!


