The Inflation Reduction Act (IRA)’s

Elective Pay for Local Governments
Preparing Clean Energy Projects for
IRS Tax Credits

July 31, 2024



What is Elective Pay?

Non-competitive 10-year federal funding
opened to tax-exempt entities
for clean energy projects
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The Elective Pay Process

Determine & discuss
qualified clean energy
projects with departments in
previous year

City receives 6-40% of Decide on filing timeline:
project cost back fiscal vs calendar year
(fixed after 1st time)

12-18
months

Upon receipt of pre-reg

Decide if you need to file for JRENARENES

By Aug 15 numbers, e-file tax forms by 6-month extension or May 15

or Nov 15 deadline*

Up to 120 days /
4 months

Determine applicable tax
credits & collect
documentation

Pre-register projects in IRS

portal




What departments are necessary for successful
completion of Elective Pay?

£ = @ &

Finance Department Lead Department for Clean Energy

Projects
Sustainability Division City Attorney’s Office
answer questions pertaining to ; ;
: ; ; finances, serve as finance liaison, S L I T LU IR A : A
spearhead project, pre-file projects, SEW (1 T ol i el (v SW / P&R to share necessary guidance on legal concerns, utility
draft tax forms, etc. y p information for pre-filing and filing interconnection

forms are being filed each year, file

tax forms/engage tax firms and organize from contract/project

planning phase

These icons will be used throughout the presentation on role representation.



Step #1

Determine & discuss qualified clean energy
projects with departments in previous year
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12 Credits Eligible for Direct Pay

*Credits that apply to local governments and are most relevant to municipalities

30C: Alternative fuel
refueling property @

45: Renewable
electricity production
tax credit (PTC) ,\ﬁ(-:é:-.:._
45Q: CO2 sequestration
credit

45U: Zero-emission
nuclear power
production credit

\

N/

O

/

45X: Advanced
manufacturing
production credit

O

45V: Clean hydrogen \
production credit

45Y: Clean
electricity
production credit

45Z7: Clean fuel
production

/7

N4

48: Energy

investment tax credit

(ITC) "2z

48C: Qualifying
advanced energy
project credit

48E: Clean electricity

Investment credit

A5W: Qualified
commercial vehicles

P~=N



* Qualified Commerical Vehicles
 Example: purchasing Fleet EVs or Hybrids

» Alternative Fuel Refueling Property
« Example: public EV charger installation

e Energy Investment (ITC)
eyl © Example: solar panels on city facilities

 Renewable Electricity Production (PTC)
« Example: solar projects larger than 1MW




Step #2

Decide on filing timeline: Fiscal vs. Calendar
year (fixed after 1st time)
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Choose the timeline that works best for you!

Clearwater decided to commit to a calendar year filing timeline, and here's why...

or tax yea Coachman Park Lot1l EV
arting afte Solar PV Systems Chargers

Completed S e

2022 2023

Oct Nov Dec Jan Feb March Aprii May June July Aug Sept Oct Nov Dec

\ /[ J
Y Note: now that the program is
Calendar Year headed into it's second year there
Fisca| Year will be more flexibility as to which
timeline you choose to pursue. Our

tip is to pick the timeline that
maximizes your potential credit.

If we had not decided to pursue a calendar year timeline, we would not have been able to pursue credits for our solar and
EV charger projects. This is because they would have been included in fiscal year Oct. 2022 — Sept. 2023, which is a fiscal
year beginning after 12/31/22. Elective Pay is only eligible projects taking place in tax years that began after 12/31/22.




Step #3

Decide if you need to file a 6-month
extension.
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6-Month Extension

This extension is automatically given
to municipalities in their first year of
Elective Pay.

In subsequent years, file a form 8868
to apply for a 6-month extension for
your filing date.

o m Application for Extension of Time To File an Exempt Organization

Return or Excise Taxes Related to Employee Benefit Plans
F— OME N 1545-0047

File a separate application for each retumn.

Daparimant a1 e oz
Intiral Favans Sanven | i for the latest
Electranic flling (e-file). You can electronically fle Form 8868 to requast up o 3 6-month extension of time to file any of the forms
listed betow except for Form 8870, Information Return for Transters Associated With Gertain Personal Benefit Gontracts. An exisnsion
raquest for Form BE70 must be sent to the IRS in a paper format (see Instructions). For more details on the electronie fling of Form
BE68, visil www.E. L= arithes- -pvofits.
Caufion: f you are paing to make an elecironic funds withdrawal (direct debit] with s Form BBBA, see Form 8453-TE and Form BBT0-TE for payment
instructions.
All corporations required to Ale an mcome tax retum other than Form 9901 (nduding 1120-C flers), parnerships, REMIGS, and trusts must use Form
004 to request an extension of time to file income tax returmns.

Part | — Identification

Type or Name of exampt organization, employer, or ather fler, see instructions. Taxpayer identficabon number (TIN)
File by the Numiber, street, and room or suite no. If 2 P.O. box, see instructions.

n cate for

fngyeur [ Ciy. town or past office. siate. and ZIP code. For a forsgn agdress, see instructions.

ingncsons.

Enter the Rietum Code for the retum that this application i for (file a separate appiication for eschretum) . . . . . . ] ]
Application Is For Return | Application Is For Return
_ Code Code
Form 990 of Form 990-E2 o1 Form 4720 {ather than individual) 09
Form 4720 (individusl) 05| Form 5227

Form 990-PF 04

Form ec. 4013) or ADB(E) trust 05| Form BET0 E
Form 901 (trust other than abovel 06| Form 5330 (indhadusi

Form 880-T (corporation) or Form 5330 {other than individual

“Form 1041-A 08

« Afiex you enter your Rietum Code, complete either Part Il or Part Il Part Il inchuding signature, s appiicable only for an extension of
time ta file Form 5330,

» If this application (= for an extension of time to file Form 5330, you must enter the following informaticn.

Plan Name

Plan Humbesr

Plan Year Ending (MM/DD/YYYY)
Partll — i ion of Time To File for Exempt Organizations [see instructions)
The books are in the care of
Telephane No. Fax Ho.
» If the organization does not have an office o place of business in the United States, check this Bax . - . .« . . . - .
» If this ks for @ Group Fletum, enter the ‘s four-digit Group HNumbser (GEN] M this is
for the whole group. check thisbox . . . . []. Ifitis for pant of the group. check thisbox . . . . ] and attach

a list with the names and TINs of all members the extension is for.

1 I request an automatic §-maonth extension of time unt
the organization named above. The axtension ks for the
[lcalendaryear 20 o
] tax year beginning

\ to file the exempt arganization return for

20

2 Hthe tax yeer entered In line 1 is for less than 12 months, check reason: [ Initial return [ Final return
] thange in aceounting period

3a If this spplication is for Forms 990-PF, 990-T, 4720, or 6089, enter the tentative tax, less any
nonrefundable credits. See instructions. 3a S

b If this application is for Forms 990-PF, 930-T, 4720, or 6069, enter any refundable credits and
estimated tax paymants made. Include any prior year overpayment sllowed as 8 cradit 3b IS

¢ Balance due. Subtract line 3b from line 3a_ Include your payment with thia form, f required, by
using EFTPS (Electronic Federal Tax Payment System). See instructions. 3c S

For Privacy Act and Paperwork Reduction Act Notice, see instructions. Cat o, I791ED Form BB68 Fuv. 1-2029)




Step #4

Determine applicable tax credits & collect
documentation.
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Pre-Filing Project Registration Necessary

Information:

Credit 30C — EV Chargers

Credit 45W - EVs

- Address

-  GPS coordinates

- Date construction begins
- Date placed in service

- Census tract

- Type of fuel

- Source of funds used

= Supportlng documents (construction permit that ties
the facility/property to its physical location, OR equipment
purchase documentation, OR permit issued by government
authority with jurisdiction over alternative fuel refueling properties)

- Date placed in service

- Vehicle ID number (VIN)

- How is the vehicle powered?

- What is the vehicles gross weight rating?
(14,000Ibs more/less)

- What is the vehicle used for? (public
roads/mobile machinery)

- Source of funds used to acquire vehicle

- Supporting documents (certificate of title showing

ownership of the vehicle (including a certificate of title indicating a
lien held by a financial institution or lender) OR time of sale docs,
including a bill of sale or similar purchase agreement, OR a copy of
a registration doc issued by an appropriate authority if registered
for on-road use)




Pre-Filing Project Registration Necessary

Information:
Credit 48 — ITC (solar < 1MW)

- Address

-  GPS coordinates

- Date construction begins

- Date placed in service

- Type of facility/property

- Low-income community bonus (yes/no)
- Source of funds used

- Supporting documents (proof of ownership of the

facility/property with respect to which the credit is computed, OR
construction permit showing commencement of construction OR
permits to operate from utility (only if connected to the grid, or if not
connected to the grid electrical permits to operate from an authority
having jurisdiction))

Credit 45 - PTC (solar >1MW)

- Address

- GPS coordinates

- Date construction begins

- Date placed in service

- Type of facility/property

- Is facility owned by more than one
taxpayer?

- Supporting documents (permits to operate from a

utility (only if connected to the grid), if not connected to the grid
electrical permits to operate from an authority having jurisdiction, OR
a brief description of the facility/property signed by an executive-level
representation of the taxpayer, OR executive summary of an
independent engineer or commissioning report an executive
summary, of the interconnection agreement with the applicable utility,
signed by an executive-level representative of the taxpayer, OR a
document, signed by an authorized representative of the supplier of
materials used for manufacture of components with regard to
domestic content of such materials)



Step #5

Register projects in the IRS pre-filing portal.
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Step #6

Upon receipt of pre-filing numbers, e-file
tax forms by deadline.
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Example: On-street
EV chargers

v/

Mandatory Forms

Form 990-T
Exempt Organization
Business Income Tax Return

Form 3800
General Business Credit

Form 8868

Application for Extension of
Time to File an Exempt
Organization Return or Excise
Taxes Related to Employee

Benefit Plans
*Only mandatory if you are seeking a
deadline extension*

@ Credit 30C Form

Form 8911
Alternative Fuel Vehicle
Refueling Property Credit

E

Credit 48 Form

Form 3468
Investment Credit

Ay 7 1
=71
A AW

—

Tax Forms to File

O

Credit 45 Form

Form 8908
Energy Efficient Home
Credit

|

/r l\

Credit 45W Form

Form 8936
Clean Vehicle Credits

P~=¥
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Forms Feed
into Each
Other

EV Example:

GOVERNMENT FINANCE OFFICERS ASSOCIATION

LAWYERS FOR GOOD GOVERNMENT
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Additional "Layering" Bonuses

4,
5.

Domestic Content: Can be a (+) (add 10%)
or a (-) ("haircut" starts in 2024)
Prevailing Wage and Apprenticeship
(PWA)

Domestic Content/PWA Practical
Guidance

Energy Communities Bonus: +10%

Low Income Communities Bonus (LICB)

*These bonuses can add anywhere from 10-20% to your credit



Prevailing Wage and Apprenticeship

To receive the full 30% tax credit, we must be able to prove that prevailing wage and apprenticeship
requirements were met. (Note: does not apply to ITC/PTC projects that are less than 1MW)

IRS guidance says that the entity claiming the tax credit must maintain records that are sufficient to establish
that the entity and the entity’s contractor and subcontractor paid wages not less than such prevailing wage
rates. These records could include contemporaneous documentation noting:

The names and The classifications of ~ The hours worked by

Who performed

The applicable wage contact information e M work performed by laborers and The wage rates paid
determination for laborers and the facilit laborers and mechanics in each for the work
mechanics y mechanics classification




° MADE IN AMERICA e
Domestic Content

SEPCO systems are made in the USA

e Only for ITC/PTC projects >1MW

e Does not apply to EV fleet transition, EV
charging, hydrogen, carbon capture etc.

e Provide documentation proving that the
project was build in the United States and
complies with BABA or BAA standards.

e Mandatory for ITC/PTC projects > 1MW
starting in 2024. If it does not meet domestic
content, 10% will be deducted from total

refund. If it does meet standards, an additional
10% will be rewarded.

Example of Domestic Content document
provided to us by company that made
Coachman Park Solar Picnic Pavilions.
Note: we could not get bonus from this
project since it was <1MW




Low-Income Communities Bonus

® Mandatory for credit 30C EV chargers
® Optional for credit 48 ITC projects: adds 10% bonus
® Bonus can increase to 20% if projects is on a low-income
residential building (affordable housing programs), or
low-income benefit project (financial benefits to low-
income/Affordable Housing)
® Bonus MUST be applied for prior to the completion of
the project. Applications can be completed at this
link: Low-Income Communities Bonus Credit Program |
Department of Energy
O  PROTIP: register within 30 days of LICB portal
opening to have better chances of receiving the

bonus
® Check to see if your project qualifies using this DOE
eligibility locator map: 30C Tax Credit Eligibility Locator

(arcgis.com)

30C Tax Credit Eligibility Locator

Argonne &

~~~~~~~~~~ BORATORY

<8

ERgible tract through 2029 (2016.2020 4
NMTCtracts) ¥V

Elgible tract through 2030 (2020 Non-
antracts)

(ENERGY Argonne:-

O Lot 11 EV chargers
O City Hall on-street EV chargers
@ MSB garage EV chargers


https://www.energy.gov/justice/low-income-communities-bonus-credit-program
https://www.energy.gov/justice/low-income-communities-bonus-credit-program
https://experience.arcgis.com/experience/3f67d5e82dc64d1589714d5499196d4f/page/Page/
https://experience.arcgis.com/experience/3f67d5e82dc64d1589714d5499196d4f/page/Page/

ELIGIBLE to potentially
receive LICB bonus of
+10%!

To Apply on DOE website
as soon as project is
confirmed.

.S. DEPARTMENT OF
30C Tax Credit Eligibility Locator
Tract Status BigERane
=
Eligible tract through 2024 (2011-2015 =
NMTC tracts) - Greenbri
&
[ —
N |

Eligible tract through 2029 (2016-2020
NMTC tracts)

Eligible tract through 2030 (2020 Non-
Urban tracts)
A

Map Layers

Argonne &5

NATIONAL LABORATORY

2024 UsS. Department of Energy. Argonne National Laboratory.

O General Services Back 40 Solar Panels




Energy Communities

e BLA

Example of Domestic Content document
provided to us by company that made
Coachman Park Solar Picnic Pavilions.
Note: we could not get bonus from this
project since it was <1MW




Step #

IRS makes payment after review of tax filing.
(Receive funds about 18 months after filing
forms)



Scenario #1: Solar Parking Canopy

Scenario:
e located in a census tract adjacent to closed coal power plant
e  Size:<1MW
e  Started construction in 2024 Solar Project Funding Examples
L
L

Credit to be claimed: §48 Investment Tax Credit (ITC) FLEDLDN
Project cost: $1M
- - - $750,000
Domestic Content: Penalty not applicable b/c size <IMW
Prevailing Wage & Apprenticeship (PWA): $500,000

Not applicable b/c size <1 MW, gets 30% credit

o, $250,000
Energy Communities Bonus:
Applies if within the |RA Energy Community Tax Credit Bonus Mappt¢
:+10% $0 ’ _ ,
Scenario 1: Base Case Scenario 2: Bond Scenario 3. External Grant
Financing
Low Income Communities Bonus: capped program that requires B Externalgrant [ Cityfunds Direct pay

application

Credit value: 40% ITC

Total Reimbursement: $400k or $340k depending on city financing woRin

RESOURCES
INSTITUTE




Scenario #2: EV Fleet Purchases

Scenario:
e 10 light-duty fleet vehicles
e Credit to be claimed: §45W Commercial Clean Vehicle Credit
e  Project cost: $250,000

Fleet Vehicles Funding Example

$250,000

Restricted to eligible manufacturers $200,000

Vehicles <14,000 lbs: Up to $7,500 credit §150,000

$100,000

Vehicles > 14,000 lbs: Up to $40,000 credit

$50.000

50
Base case

B Cityfunds Direct pay

Total Reimbursement: $75,000

30% of project costs covered by direct pay

WORLD
RESOURCES
INSTITUTE



Project Timeline for 2024

(with automatic 6-month extension for it being the first year of Elective Pay)

May July Aug Oct Nov 15, Nov 2025 —
2024 2024 2024 2024 2024 April 2026
Reading up guidelines, Pre-register! ~ Presentto internal Latest date Last day Receive funds
starting SOP doc, PMs, Finance, (within 120 days to file!!! from IRS, we are
started gathering project Legal for of pre-reg) to anticipating
specific documents to understanding receive Project $80.862.19
prep for pre-registration processes for numbers
for 2023 clean energy future elective pay
projects! years (10-year
program)

----Form preparation period----

-—-Await funds---



Project Timeline for 2025 and Beyond

(without automatic 6-month extension, adjust accordingly if you file 8868 for extension)

Aug Nov-Dec Jan-Feb April May 15, Nov 2026 —
2024 2024 2025 2025 2025 April 2027
Notify PMs about Start collecting Pre-register! Latest date Last day Receive funds
Elective pay to have and organizing (within 120 days to file!!! from IRS
them communicate with necessary of pre-reg) to
co_ntractors _gbout information and receive Project
required pre-filing and documentation. numbers

filing information.

----Form preparation period----



Challenges

Figuring out filing timeline in the initial phase

Post-project information inquiry

New program

Varying levels of interests in pursuit of Elective Pay
- emphasis on fiscal responsibility, getting Finance to be allies and how
figuring out once will make it way easier for future years



Resources

- Organizations that were helpful to us: L4GG, EC,
IRS mailbox

- Simplify processes for PM internally, provide 1-
pagers and 30mins training session, availability for

1-on-1s when we hear of Clean Energy Projects

- Webinars by various organizations

- Periodic IRS Q&A!

All resources will be shared when finalized

O e @ B e &

Elective Pay Bac

Elective Pay Overview

nd Information

. ﬁ '\'\L:for ailin

Overview of the Elective Pay Process

Pre Filing Registration

o
Likely more than 1 year after p
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Contact Information

Cassie Cordova - Sustainability Manager

Melody Yin - Sustainability Specialist
melody.yin@myclearwater.com

Caitlin Allgoever - Sustainability Intern (leaving Aug 6th, but feel
free to contact me in the future with any questions!)
caitlinhal3@gmail.com or message me on LinkedIn



mailto:cassie.cordova@myclearwater.com
mailto:melody.yin@myclearwater.com
mailto:caitlinha13@gmail.com

CLEARWATER

SUSTAINABILITY & RESILIENCY

Email sustainabiliy@myclearwater.com or visit MyClearwater.com/Sustainability



mailto:sustainabiliy@myclearwater.com

	Slide 1: The Inflation Reduction Act (IRA)’s  Elective Pay for Local Governments
	Slide 2: What is Elective Pay?
	Slide 3: The Elective Pay Process
	Slide 4: What departments are necessary for successful completion of Elective Pay?
	Slide 5: Step #1
	Slide 6: 12 Credits Eligible for Direct Pay *Credits that apply to local governments and are most relevant to municipalities
	Slide 7:   
	Slide 8: Step #2
	Slide 9: Choose the timeline that works best for you!
	Slide 10: Step #3
	Slide 11: 6-Month Extension
	Slide 12: Step #4
	Slide 13: Pre-Filing Project Registration Necessary Information: EVs and EV Chargers 
	Slide 14: Pre-Filing Project Registration Necessary Information: ITC and PTC Energy (solar, wind, etc.) 
	Slide 15: Step #5
	Slide 16: Step #6
	Slide 17: Tax Forms to File
	Slide 18
	Slide 19
	Slide 20: Prevailing Wage and Apprenticeship
	Slide 21: Domestic Content
	Slide 22: Low-Income Communities Bonus
	Slide 23
	Slide 24: Energy Communities
	Slide 25: Step #
	Slide 26
	Slide 27
	Slide 29: Project Timeline for 2024 (with automatic 6-month extension for it being the first year of Elective Pay)
	Slide 30: Project Timeline for 2025 and Beyond (without automatic 6-month extension, adjust accordingly if you file 8868 for extension)
	Slide 31: Challenges
	Slide 32: Resources
	Slide 33: Contact Information
	Slide 34

