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The Inflation Reduction Act (IRA) that became enrolled law on August 16, 2022 provides several incentives for 
homeowners, building owners, and contractors to install or upgrade existing heating and cooling systems to 
more energy-efficient systems in an effort to reduce greenhouse gas emissions. Our goal is to help educate our 
customers about these incentives and heat pump systems that could qualify for a rebate under this new law.

There are three major components of the new law that taxpayers may take advantage of, in addition to a 
previously enacted non-business energy property tax credit. The new benefits are available as of January 
1, 2023 but the US Department of Energy is still working out how the application process will work, and how 
funds will be distributed to each State office. Combining these rebate programs is not allowed and there are 
several limitations for each to be aware of. 

 
SUMMARY OF REBATE OPTIONS

1. High-Eficiency Electric Home Rebate Program provides cash rebates for new equipment 
installations and upgrades with household income level limitations.

2. Home Owner Managing Energy Savings (HOMES) Rebate Program provides greater incentives 
for whole-house projects with household income level limitations.

3. Energy Efficient Home Improvement Tax Credit (Section 25C) provides tax credits for installed 
equipment that exceeds Energy Star’s minimum requirements (CEE Tiers 2, 3, and 4) and has no 
income level limitations. Additionally, there is a Home Energy Audit tax credit for up to $150 for a 
taxpayer’s principal residence. 

4. Non-business energy property tax credit, a previous law under Section 25C, is extended to 
December 31, 2032 for property placed in service after December 31, 2021.

HIGH-EFFICIENCY ELECTRIC HOME REBATE PROGRAM

The most applicable program to most homeowners is the “High-Eficiency Electric Home Rebate Program” 
(HEEHRA). The rebate caps are as follows:

• Program Qualification Dates: To be determined; the policy provisions to implement HEEHRA are not 
yet in place. Federal agencies including the IRS, EPA, and DOE will create the rules and regulations 
for distributing the money but the individual states will be directly involved in implementing the 
program.

• Maximum combined rebate is $14,000  
• Amount of rebate per qualified household:

 ▶ Energy Star certified appliance upgrades under a qualified electrification project: 
• Up to $8,000 for heat pump for space heating and cooling

 ▶ Non-appliance upgrades under a qualified electrification project:  
• Up to $4,000 for an electric load service center upgrade
• Up to $1,600 for insulation, air sealing, and ventilation Up to $2,500 for electrical wiring
• Purchased of an appliance / non-appliance under a qualified electrification project
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HIGH-EFFICIENCY ELECTRIC HOME REBATE PROGRAM (cont.)

Limitations are primarily based on income level and favor low- to moderate-income households. This is based 
on the Area Median Income (AMI) for where the property is located and can be found by entering an address 
at this website or this calculator, which will calculate the 80% and 100% area median income for the chosen 
area. Simply multiply the 100% value by 1.5 to calculate the maximum household income that would qualify for 
the rebate program. The amount of the rebate is graduated by the income level as follows:
 
 For a low- or moderate-income household:

•  If your household income is below 80% of the area median income,  
then 100% of the system purchase price qualifies for the rebate.

•  If your household income is between 80% and 150% of the area median income,  
then 50% of the system purchase price qualifies for the rebate.

•  If your household income is greater than 150% of the area median income,  
then you are not eligible for the rebate. 

 For an individual or entity that owns a multifamily building where no fewer than 50 percent  
 of the residents of are low- or moderate- income households:

• 50% of the cost of the qualified electrification project for a multi-family building  
if not less than 50% of the residents are households with an annual income between  
80% and 150% of the area median income.

• 100% of the cost of the qualified electrification project for a multifamily building 
if not less than 50% of the residents that are households with an annual income  
less than 80% of the area median income. 

 For a governmental, commercial, or nonprofit entity as determined by the Secretary,  
 carrying out a qualified electrification project on behalf of an entity described as:

• 50% of the cost of the qualified electrification project for a household  
where the eligible entity is working and the annual income is between  
80% and 150% of the area median income.

• 100% of the cost of the qualified electrification project for a household  
where the eligible entity is working and the annual income is less than  
80% of the area median income. 

It’s important to note that for heating and cooling systems, a “qualified electrification projects” means: 

• Purchase and installation of:
 ▶ An electric heat pump for space heating and cooling 
 ▶ An electric load service center
 ▶ Insulation
 ▶ Air sealing and materials to improve ventilation 
 ▶ Electric wiring

• The project may be:
 ▶ Part of new construction
 ▶ Replaces a non-electric appliance (e.g. gas, oil, or coal) 
 ▶ A first-time purchase with respect to the appliance

• Appliance, system, equipment, infrastructure, component, or other related item must be certified 
under the Energy Star program.

• The project is carried out at, or relating to, a single-family home or multifamily building, as applicable 
and defined by the Secretary.

Sources: 42 U.S.C. § 18795a: High-efficiency electric home rebate program | IRA Homeowner’s Calculator | Understanding  The High Eficiency 
Electric Home Rebate Act (HEEHRA) | Consumer Reports Article | CEE 2023 Specification Standards

http://perfectaire.us
https://ami-lookup-tool.fanniemae.com/amilookuptool/
https://www.rewiringamerica.org/app/ira-calculator
https://uscode.house.gov/view.xhtml?req=50122&f=treesort&fq=true&num=0&hl=true&edition=prelim&granuleId=USC-prelim-title42-section18795a
https://www.rewiringamerica.org/app/ira-calculator
https://cleantechnica.com/2022/09/02/understanding-the-high-efficiency-electric-home-rebate-act-heehra/
https://cleantechnica.com/2022/09/02/understanding-the-high-efficiency-electric-home-rebate-act-heehra/
https://www.consumerreports.org/appliances/heat-pumps/heat-pump-federal-tax-credits-and-state-rebates-a5223992000/
https://cee1.org/node/729
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HOME OWNER MANAGING ENERGY SAVINGS (HOMES) REBATE PROGRAM

The “HOMES Rebate Program” provides rebates for whole-house energy-saving retrofits that started on or 
after August 16, 2022 and are completed by September 30, 2031. Similar to the “High-Efficiency Electric 
Home Rebate Program”, the amount of the rebate is determined by the household income level in relation to the 
area median income. This program bases the rebate on either modeled or measured energy savings. The rebate 
caps are as follows:

 For single-family homeowners:
• The lesser of either $2,000 or 50% of the project cost for a retrofit that achieves  

modeled energy system savings between 20% and 35%. 
• The lesser of either $4,000 or 50% of the project cost for a retrofit that achieves  

modeled energy system savings over 35%.
• For measured energy savings:

 ▶ Must achieve energy savings at or above 15% and either:
• A payment rate per kilowatt hour saved, or kilowatt hour-equivalent saved,  

equal to $2,000 for a 20% reduction of energy use for the average home  
in the State; OR

• 50% of the project cost

 For multi-family building owners:
• $2,000 per dwelling unit with a maximum of $200,000 per multi-family building  

for a retrofit that achieves modeled energy system savings between 20% and 35%.
• $4,000 per dwelling unit with a maximum of $400,000 per multi-family building  

for a retrofit that achieves modeled energy system savings greater than 35%.
• For measured energy savings:

 ▶ Must achieve energy savings at or above 15% and either:
• A payment rate per kilowatt hour saved, or kilowatt hour-equivalent saved,  

equal to $2,000 for a 20% reduction of energy use per dwelling unit for the  
average multi-family building in the State; OR

• 50% of the project cost

 For single-family or multi-family owners with homes/dwelling units occupied by a  
 low- or moderate-income household (greater than 50% for multi-family):

• The lesser of either $4,000 per single-family home or dwelling unit or  
80% of the project cost for a retrofit that achieves modeled energy system  
savings between 20% and 35%.

• The lesser of either $8,000 per single-family home or dwelling unit or  
80% of the project cost for a retrofit that achieves modeled energy system  
savings over 35%.

• For measured energy savings:
 ▶ Must achieve energy savings at or above 15% and either:

• A payment rate per kilowatt hour saved, or kilowatt hour-equivalent saved,  
equal to $2,000 for a 20% reduction of energy use per single-family home  
or dwelling unit, as applicable, for the average single-family home or multi-family 
building in the State; OR

• 80% of the project cost

Sources: 42 U.S.C. § 18795: Home energy performance-based, whole-house rebates | IRA Homeowner’s Calculator | Consumer Reports Article | 
CEE 2023 Specification Standards

http://perfectaire.us
https://uscode.house.gov/view.xhtml?req=50121&f=treesort&fq=true&num=1&hl=true&edition=prelim&granuleId=USC-prelim-title42-section18795
https://www.rewiringamerica.org/app/ira-calculator
https://www.consumerreports.org/appliances/heat-pumps/heat-pump-federal-tax-credits-and-state-rebates-a5223992000/
https://cee1.org/node/729


TECH BULLETIN  |  ENERGY EFFICIENCY INCENTIVES FOR HVAC SYSTEMS

support@perfectaire.us   |   4PERFECT AIRE, LLC  

ENERGY EFFICIENT HOME IMPROVEMENT TAX CREDIT (Section 25C)

The Energy Efficient Home Improvement Tax Credit is an existing tax credit for installing heating and cooling 
systems that exceed the Energy Star requirements and installed at the taxpayer’s principal residence. This tax 
credit is available for all income levels. The current program under Section 25C was extended to  
December 31, 2032 for property placed in service after December 31, 2021. The updated credit program 
applies to property placed in service after December 31, 2022. Any property placed after December 31, 2024 
will require the manufacturer to supply a serial number. The credits will be available until 2032.

 For individuals, a tax credit within the given tax year may occur equal to 30% of the sum of:
• The amount paid or incurred by the taxpayer for qualified energy eficiency improvements 

installed during such taxable year, 
• The amount of the residential energy property expenditures paid or incurred by the taxpayer 

during such taxable year, and 
• The amount paid or incurred by the taxpayer during the taxable year for home energy audits. 

 Tax Credit Caps (of the 30% of costs incurred): 
• Up to $1,200 annually including:

 ▶ $600 for qualified energy property that can be: 
• An electric or natural gas heat pump
• A central air conditioner
• A natural gas, propane, or oil furnace or hot water boiler

 ▶ As an exception, a tax credit for up to $2,000 is permitted for the purchase of  
an electric or natural gas heat pump, paid or incurred by the taxpayer during the  
taxable year of the purchase.

• Up to $150 for a Home Energy Audit for a taxpayer’s principal residence  
which provides the following:

 ▶ Identifies the most significant and cost-effective energy eficiency improvements with 
respect to such dwelling unit, including an estimate of the energy and cost savings with 
respect to each such improvement

 ▶ Conducted and prepared by a home energy auditor that meets the certification;  
or other requirements specified by the Secretary in regulations; or other guidance  
as prescribed by the Secretary not later than 365 days after the date of the enactment  
of this subsection.

 
 Income requirements: 

• None.
 
 Combining programs:

• Cannot use with the “High-Eficiency Electric Home Rebate Program”. 
May be eligible to combine with local or utility rebate programs.

Sources: 26 U.S.C. § 25C: Energy Efficient home improvement credit | IRA Homeowner’s Calculator | Consumer Reports Article | CEE 2023 
Specification Standard | Dept. of Energy Tax Credit Guide and FAQs

NONBUSINESS ENERGY PROPERTY TAX CREDIT (previously enacted program)

This previous program was replaced by the Inflation Reduction Act of 2022 and is now effective through 
December 31, 2032 for property placed in service after December 31, 2021. While waiting for the new 
incentives to go into effect beginning January 1, 2023, households are able to receive up to a $300 tax credit 
for the current tax year (2022). The total of current and previous years credits after 2005 for this program, 
including those for energy efficiency improvements, high efficiency furnace, and air conditioner, cannot exceed 
$500 (lifetime limitation).

http://perfectaire.us
https://uscode.house.gov/view.xhtml?req=(title:26%20section:25C%20edition:prelim)
https://www.rewiringamerica.org/app/ira-calculator
https://www.consumerreports.org/appliances/heat-pumps/heat-pump-federal-tax-credits-and-state-rebates-a5223992000/
https://www.energy.gov/policy/articles/making-our-homes-more-efficient-clean-energy-tax-credits-consumers
https://www.energy.gov/policy/articles/making-our-homes-more-efficient-clean-energy-tax-credits-consumers
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NONBUSINESS ENERGY PROPERTY TAX CREDIT (cont.)

The tax credit for an individual for the tax year the item was purchased is calculated as the sum of 10% of the 
amount incurred by the taxpayer for qualified energy efficiency improvements installed, AND the amount of 
residential energy property expenditures incurred by the taxpayer during such a taxable year.

 A “qualified energy property” can be:

• An electric heat pump that achieves the highest eficiency tier established by the  
Consortium for Energy Efficiency, as in effect on January 1, 2009 (15 SEER or higher for split 
systems and 14 SEER for packaged unit heat pumps).

• A central air conditioner that achieves the highest eficiency tier established by the  
Consortium for Energy Efficiency, as in effect on January 1, 2009.

• A qualified natural gas, propane, or oil furnace or hot water boiler that achieves  
an annual fuel utilization efficiency rate of 95 or higher, OR

• An advanced main circulating fan that is used in a natural gas, propane, or oil furnace  
that has an annual electricity use of no more than 2% of the total annual energy use of the 
furnace (as determined by the standard Department of Energy test procedures).

This tax credit does not apply to new construction or rental properties. The property must be the taxpayer’s 
principal residence (i.e. no rentals or vacation homes).

Sources: Consumer Reports | The White House - Clean Energy for All | CEE Tier Levels | Energy Star - Equipment Tax Credits

APPLYING FOR TAX CREDITS OR REBATES

You’ll need to claim any available tax credits on your federal income tax returns. The form to use has not been 
announced at the time of writing, however in previous years IRS Form 5695 was used for a similar residential 
energy credits program. A good tax preparer will know what to use, and programs like TurboTax often guide 
you in a way that makes it easy to claim relevant tax credits. Rebate programs will vary from state to state, and 
are yet to be determined. They could potentially be implemented through utility companies, or through state-
run agencies. There is a line in the bill that encourages the Department of Energy (DOE) and state programs to 
work together to make the rebates accessible at the point of sale—building it into the out-of-pocket cost for 
consumers.

QUALIFYING PRODUCTS

At this time, we do not have enough information to determine which products will be eligible for a rebate. 
Individual circumstances and residency will dictate the rebates and credits available to the consumer. Perfect 
Aire will continue to monitor the situation and provide updates. In the meantime, please view our selection of 
ductless mini split heat pumps at www.perfectaire.us.  

http://perfectaire.us
https://www.consumerreports.org/appliances/heat-pumps/heat-pump-federal-tax-credits-and-state-rebates-a5223992000/
https://www.whitehouse.gov/cleanenergy/?utm_source=www.cleanenergy.gov
https://cee1.org/content/cee-tiers-and-energy-star
https://www.energystar.gov/about/federal_tax_credits/non_business_energy_property_tax_credits
http://www.perfectaire.us
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Federal Tax Credits Federal Cash Rebates

Federal 
Program

Nonbusiness Energy 
Property Tax Credit 
(Previous 25C Tax 

Credit)

Energy Efficient Home 
Improvement 25C Tax 

Credit
- Current Energy 

Audit -

Energy Efficient Home 
Improvement 25C 

Tax Credit- Current 
System Credits -

High-Efficiency 
Electric Home (HEEH) 

Rebate Program 
[Program not yet in 

effect]

Home Owner 
Managing Energy 
Savings (HOMES) 
Rebate Program 

[Program not yet in 
effect]

Eligibility 
Timeline

For property placed in service 
after December 31, 2021. 
Effective until December 31, 
2032.

For property placed in service 
after December 31, 2022. 
Effective until December 31, 
2032.

For property placed in service 
after December 31, 2022. 
Effective until December 31, 
2032.

Unknown / TBD.  Awaiting 
guidance from DOE, EPA, 
and IRS.

For whole-home retrofits 
starting on or after August 16, 
2022 and are completed by 
September 30, 2031.

Incentive(s)

Tax credit equal to 10% of 
energy efficient equipment 
purchase up to$300.

Tax credit equal to 30% of 
cost incurred up to $150 
for Home Energy Audit 
that identifies best energy 
efficiency improvements and is 
conducted by a certified home 
energy auditor.

Tax credit equal to 30% of cost 
incurred up to $1,200 annually 
including:
 • $600 for eligible air 
conditioners
• $600 for eligible furnaces
• $2,000 annually for purchase 
of electric heat pumps

Up to $8,000 for heat pumps. 
Up to $4,000 for electric 
service center. Up to $1,600 
for insulation, air sealing, and 
ventilation. 
Up to $2,500 for electrical 
wiring.

Single-family homes, the 
lesser of $2,000 or 50% of 
the project cost with modeled 
energy savings between 20% 
and 35%; $4,000 or 50% of 
the project cost with modeled 
energy savings over 35% 
OR - Measured energy savings 
at or above 15% and either 
KwH saved equal to $2,000 or 
20%reduction of energy use; 
50% of the project cost

Eligible 
Products

Split Heat Pump = 15 SEER 
& up  
Pkg. Heat Pump = 14 SEER 
& up  
Split A/C = 16 SEER & up 
Pkg. A/C = 14 SEER & up

n/a All U.S. Regions - 25C Only 
Air Conditioners and Furnaces: 
Split A/C: ≥ 16 SEER2 / ≥ 12.0 EER2 
 Pkg. A/C:  ≥ 15.2 SEER2 / ≥ 11.5 EER2  
Natural Gas Furnace: ≥ 97% AFUE 
Northern States1 Heat Pumps - 25C and HEEH: 
Ducted Split: ≥ 15.2 SEER2 / ≥ 10.0 EER2 / ≥ 8.1 HSPF2  
Mini-Split: ≥ 16.0 SEER2 / ≥ 9.0 EER2 / ≥ 9.5 HSPF2 Packaged 
Unit: ≥ 15.2 SEER2 / ≥ 10.0 EER2 / ≥ 8.1 HSPF2 Must also include 
for the above units: • Coefficient of Performance (COP) at 5°F ≥ 
1.75 • Capacity Ratio ≥ 58% when dividing the heat output at 
17°F / 47°F 
Southern States2 Heat Pumps - 25C and HEEH:  
Ducted Split: ≥ 15.2 SEER2 / ≥ 11.7 EER2 / ≥ 7.8 HSPF2  
Mini-Split: ≥ 16.0 SEER2 / ≥ 12.0 EER2 / ≥ 9.0 HSPF2 Packaged 
Unit: ≥ 15.2 SEER2 / ≥ 10.6 EER2 / ≥ 7.2 HSPF2

Any product purchased that 
contributes to the required 
modeled energy savings from 
the project.

Eligible 
Households

All households are eligible. All households are eligible. All households are eligible. • 100% rebate if income is 
lower than 80% of area median 
income (AMI).
• 50% rebate if income is 
between 80% and 150%of 
AMI.
• Not eligible if income exceeds 
150% of AMI.

• 80% rebate if income is lower 
than 80%AMI.
• 50% rebate if income is 
between 80% and 150% AMI.
• Not eligible if income exceeds 
150% AMI.

Application 
Requirements

• Must be homeowner’s 
principal residence.
• Must not exceed $500 in total 
credits received since 2005.

• Must be homeowner’s 
principal residence.
• Cannot combine with the 
“High-Efficiency Electric Home 
Rebate Program”.

• Must be homeowner’s 
principal residence.
• Cannot combine with the 
“High-Efficiency Electric Home 
Rebate Program”.

• Must be Energy Star certified.
• Must not exceed $14,000 
in combined rebate & per 
household..
• May not combine rebates with 
HOMES rebate program or the 
25C Tax Credit.

See 42 U.S.C. § 18795 for more 
specific details on incentives 
for multi-family buildings & 
dwellings.

Sources: 
CEE High-Efficiency Specification, Central Air Conditioners and Air-Source Heat Pumps (January 
1, 2009) 
26 U.S.C. § 25C: Nonbusiness energy property (last revision on January 3, 2022) 
 26 U.S.C. § 25C: Energy efficient home improvement credit (current law as of August 16, 2023) 
1 Northern States are:  AK, CO, CT, IA, ID, IL, IN, KS, MA, ME, MI, MN, MO, MT, ND, NE, NH, NJ, NY, 
OH, OR, PA, RI, SD, UT, VT, WA, WI, WV, WY  
 

2 Southern States are:  AL, AR, AZ, CA, DC, DE, FL, GA, HI, KY, LA, MD, MS, NC, NM, NV, OK, 
SC, TN, TX, VA 
CEE Residential Electrical HVAC Specifications (January 1, 2023)
CEE Residential Heating and Cooling Systems Initiative (January 1, 2023)
CEE Specifications for Federal Tax Credits Through 2032 
‡ 42 U.S.C. § 18795a: High-efficiency electric home rebate program


