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The Role of Safe Harbor for Energy

The IRS’s “beginning of construction” (BOC) safe harbor provisions represent a critical component of U.S.
tax policy, designed to provide clarity, reduce burdens, and foster confidence in project development. On
the books for over a decade, these rules of the road provide a foundation of proven effectiveness and long-
standing principles of good governance. These standards promote both accountability and flexibility,
encouraging continued private investment in affordable and reliable American energy.

Key Benefits and Features of the Safe Harbor Provisions

The BOC safe harbor is more than a technical tax provision; it is a fundamental mechanism that upholds
integrity, predictability, and efficiency, benefiting both the government and the private sector by providing
a clear and accountable path for project development and investment.

Key Takeaway

Tax Credits: Guardrails, Not Loopholes

Clear, Fair Rules of the Road: The OBBBA codifies the existing BOC safe harbor rules in place as of
January 1, 2025, meaning that projects are safe harbored if construction commences before July 4,
2026, and they meet the milestones. This statutory clarity is fundamental to reducing regulatory and
compliance burdens, providing timely guidance, and maintaining a prospective tax administration system.

Proven Effectiveness and Historical Precedent: This specific safe harbor guidance has a 12-year track
record of working effectively. Safe harbors have been part of the tax code for decades, having been
successfully applied to provisions like depreciation, various tax credits, and other policies to enhance
compliance clarity and minimize litigation.

Robust Mechanisms to Prevent Cheating and Ensure Accountability: The OBBBA provides the
necessary tools to prevent new projects from cheating, while simultaneously ensuring that all projects
are held accountable to existing standards. This accountability is significantly bolstered by private
sector, market-led due diligence from a range of parties, including investors, accounting and law firms,
insurers, and independent engineers, who conduct exhaustive legal and commercial reviews to ensure
standards are met.

Fostering Investor Confidence and Business Certainty: By maintaining principles that reduce burdens
and offer timely, prospective guidance, the safe harbor provisions are core to ensuring U.S. taxpayer
and investor confidence and overall business certainty. This commitment to stable and clear tax
administration supports long-term economic planning and investment.

Reaffirming Government Commitments to Transparency and Rule of Law: The Treasury and IRS are
deeply committed to tax regulatory processes that encourage public participation, foster
transparency, ensure timely and adequate notice, and guarantee adherence to the rule of law. These
crucial commitments were reaffirmed in the 2019 “Policy Statement on the Tax Regulatory Process” and
further highlighted in a recent Memorandum of Agreement (MOA) between OMB and Treasury,
emphasizing the government's dedication to reducing regulatory burdens and providing timely guidance
for all U.S. businesses.


