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Ground Rules: Disclaimer

« This deck provides an overview of certain Inflation Reduction Act tax provisions for
general informational purposes only and is not itself tax guidance.

* The content in this presentation is based on proposed and temporary regulations and
other tax guidance on IRS.gov.

« This deck relies on simplifications and generalizations to convey high-level points about
Inflation Reduction Act tax provisions. Please refer to guidance issued by the IRS for
detailed information on the rules associated with Inflation Reduction Act tax provisions.

* Treasury and the IRS will carefully consider feedback submitted during the public
comment periods for proposed and temporarily regulations before issuing final rules.




Ground Rules: Questions and Comments

 The public comment period on provisions related to elective pay (often and
herein called direct pay) ended on August 14, Please visit requlations.gov to
view public comments.

« We will not be able to provide substantive information beyond what is in the
proposed and temporary rules themselves.

« Given that the proposed regulations are still under consideration, we will not be
able to comment on opinions, interpretations, or specific-taxpayer related
guestions. You may also choose to consult with a tax advisor.



http://www.regulations.gov/

Introduction: The Inflation Reduction Act

* The Inflation Reduction Act (IRA) makes the largest investment in clean
energy in United States history. The bulk of the IRA investments flow through the
tax code instead of direct government spending.

* The clean energy provisions of the IRA are boosting the U.S. economy. Under
the Biden-Harris Administration, as of late last year, private companies have
announced commitments to invest $142 billion in electric vehicle and battery
manufacturing, $71 billion in clean energy manufacturing and $133 billion in
clean energy projects.

 The IRAis creating jobs, saving consumers money and accelerating the nation’s
transition to clean energy. It will reduce volatility in the cost of energy and
iIncrease the nation’s energy independence.




The Role of the Treasury Department

« The Treasury Department is the federal agency responsible for administering
the tax code and is proud to be playing a central role in implementing the
Inflation Reduction Act’s clean energy tax incentives.

* Treasury’s Clean Energy Implementation Activities include:

» Quickly developing and issuing tax guidance to provide clarity and certainty around how
the law’s tax incentives will operate in practice

« Working with the Internal Revenue Service to put in place modern, streamlined processes
for taxpayers to claim the clean energy incentives

« Conducting stakeholder engagement and outreach to inform our approach and to educate
the public about the benefits that are now available




What Is Direct Pay?

« Under the direct pay provisions of the IRA, tax-exempt and governmental entities
that do not owe Federal income taxes will, for the first time, be able to receive a
payment equal to the full value of tax credits for building qualifying clean
energy projects or making qualifying investments.

« Unlike competitive grant and loan programs, in which applicants may not receive
an award, direct pay allows entities to get their payment if they meet the
requirements for both direct pay and the underlying tax credit.

* The entities eligible for direct pay (applicable entities) would not normally owe
federal income tax. However, by filing a return and using direct pay, these
entities can receive tax-free cash payments from the IRS for clean energy tax
credits earned, so long as all requirements are met, including a pre-filing
registration requirement.




What Is Direct Pay?

 Direct pay is a force multiplier when it comes to investments in the clean
energy transition.

* The direct pay amount varies based on the tax credit being claimed and the
specific features of the project, but it can be significant.

« Grants and loans can be used in conjunction with direct pay on specific projects.

 Direct pay does require clear project planning and compliance, but it does not
require applicable entities to compete for a limited pool of competitive grant
dollars.




How do | claim and receive a direct payment?

ldentify and pursue the qualifying project or activity. You will need to know what applicable credit
you intend to earn and use direct pay for.

Complete your project and place it into service.

Determine your tax year, if not already known, to determine when your tax return will be due.

Complete pre-filing registration with the IRS after earning the underlying credit.
— This will include the credit(s) you intend to earn, among other information.
— Upon completing this process, the IRS will provide you with a registration number for each applicable credit property.

— Reaqistration is not a determination of the amount or validity of a credit

File your tax return by the due date (or extended due date) and make a valid direct pay election.

— Provide your registration number on your tax return as part of making the direct pay election.

— Avalid election allows you to receive payment as a refund for the amount of the credit (or if applicable, offset your tax liability and receive a
payment for any remaining amount).

Receive payment after the return is processed.




Pre-Filing Registration: Step by Step

You must first create a Clean Energy Business Account for your organization at www.irs.gov/eptregister. You will then
begin the registration process below. Only an authorized representative of the entity may register and provide information
and this representative’s personal identity will be verified during the registration process.
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IRA/CHIPS Credits

Begister your inbent to make a credit election. Reder to the instructions 5 to understand whiat infarmation ard decurmnents you will need to provide for each credit
priar ko beginning your registraticn. Refer to cur prvacy notice for more details on why we ask for this informaticn.
‘fou may be eligibde for either:

= An elective payment. This will be applied 25 2 credit bo amy taxes cwed first. IF thers's excess, this may result in a refund

= Atransfer election. This allows you ta transfer all or part of the credit to an unrelated party in exchange for cash

2023 IRA/CHIPS Credit Registration Your Registrations

+ View registrations
+ See ench registration number by facility/property
+ Getaoooant status updates

Harwe wour Taxpayer I [ETH] an hand to register, Youl'|| abse need ta knigw
the type of federa | tax retuins vou file and details absaul the Racilities ar
praperiies you ane registering, You <an save and return later to finish

Ve wour regiskrations and stabus updates

Email Notifications
Receive notificaticn when there is.a status change to your registration. fou

rmust opt in to receive notification. Fyou chooss mot to optin, you should
return at least monthly bo check for status updates

Manege email notfications

A comprehensive user guide and video tutorial can also be found at www.irs.gov/eptregister.



http://www.irs.gov/eptregister
http://www.irs.gov/eptregister

Pre-Filing Registration: Step by Step

Fegistrant Type

Linsu

e
L

O

reof your registrant type! See the definifions at the Bottam of the page

Organization exempl from the tax imposed by subtitle & by reason of Saction 501 [a) aof the Code
Government of any ULS. territory or a political subdivision thereof (incleding an agency or instrumentality)
State, the District of Columbia, or political subsdivision thereof [including 2n agency or instrumentality]
Indian tribal government or a subdivision therest {incleding an agency or instrumentality)

Alaska Mative Corporation (excluding an Alaska Native Settlement Trust)

Tennassee Valley Authority

Rural electric cooperative

Partnership

5 corporation

L corparation

Real Estate Imvestrment Trust

Sale Proprietarship

Trust

Other

The user guide contains
descriptions for each option if
you are unsure of your
registrant type

Prior to providing credit specific
information, you will also be
asked for:

* Address information —
provide the address used
on the registrant’s last
annual return or last
employment tax return.

« Banking information

* Information about returns
filed



https://www.irs.gov/pub/irs-pdf/p5884.pdf

Pre-Filing Registration: Step by Step

Select the credits your organization intends to claim
using direct pay.

Specific information will be required for each credit.

@RIRS
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2023 IRA/CHIPS Credit Registration
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Credit t Trwiew rirmation
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Review Credit Selection

Fewa bt sidisctind th Follimisg cridite. 7 pemawiint 1o Mk any epdatis, po hack and usdate pous sabsclion

IRA Credits
(30C) Alternative Fuel Relueling Pregerty Credit

(45} Renewabie iectricity Production Cradit

CHIPS Credit

(440 Advanced Manufacturing Investment Credit

Cance
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IRA Credits

[] (30C) Alternative Fuel Refueling Property Credit

Investment tax credit for alternative fuel refueling property placed in
sendice in a population census tract that is a low-income cammunity
For purposes of the new markets tax credit, or in a population census
tract that is not an urban area,

[] (45Q) Carbon Oxide Sequestration Credit

Production tax credit for capture and sequestration of carbon oxide at
a qualified facility.

[] (45V)Clean Hydrogen Production Credit

Production tax credit for the domestic manufacturing and sale of
certain solar and wind energy companents, certain inverters,
gualifying battary components, and applicable critical minerals,

[] (45x) Advanced Manufacturing Production Credit

Creates a new credit to include production of sther clean energy
products and materials, (E.g., wind, solar, battery storage, inverters,
applicable critical minerals components]

[ ] {45Z) Clean Fuel Production Credit

Production tax credit limited to registered producers of certain clean
transportation fuels produced inthe United States.

[] (48c) Advanced Energy Project Credit

Iivvestent tax credit for qualifying imvestments in qualifying advanced

energy projects that receive an allocation based on a competitive
application process.

[ (#5) Renewable Electricity Production Credit

Production tax credit for preduction of electricity from qualified
energy resources at a qualified facility during the 10-year credit period
wihich is sold to an wnrelated party.

O (45U) Zero Emission Nuclear Power
Production Credit

Praduction tas credit for electricity produced by the taxpayer at a
qualified nuclear power facility (which excludes an advanced nuclear
facility defined in section 45.)

[] (a5W) Qualified Commercial Clean Vehicles Credit

Investment tax credit for purchase of one or more qualified
commercial clean vehicles,

[C] (45Y) Clean Electricity Production Credit

Praduction tax credit for production of electricity at facilities with a
greenhouse gas emissions rate not greater than zero.

[ ] (48) Energy Credit

Extends and expands the 48 Energy cradit based upon the investment
in qualified energy property.

[] (48E) Clean Electricity Investment Credit

Investment tax credit for qualified investrment in qualifying zero-
emissions electricity generation facilities or energy storage technology.




Pre-Filing Registration: Step by Step

« The registrant will need a separate
pre-filing registration number for
each facility/property.

* In addition to providing credit specific
information, such as the location of
the facility, you will need to provide
supporting documentation.

« The user guide offers additional
details, including how to use the bulk
upload option.

Add Supporting Documents to Facility/Property 1

("} Indicates a required field

To apply for & registration number, provide one or mare of the docurments types listed balow, Failure to do so may result in a delay,

Document Types

+ Parmils

« Life cycle assessment Department of Energy and IRS apgroval letter (utilization of captured COZ only)
» Enginaer certification (enhanoed ol recoary|

» Evidence of ownership

Instructions

Upload your supporting decumentation below. Once you upload your document, you'll need to select a document type belaw.
Make sure to press SAVE before leaving the page. Otherwise, any updates will be lost.

« Maxirmurm rumber of files 10

« File types allowed: pdd, jpg, .jpeg. .png, .ppt, .ppte, doc, docx, s, and sk
« Maximum file size : 15MB/file

» PODF files must be 120 pages or lass

+ File name cannot contain: * @538 (1[1:;""| <=7~

Drrag and drop files here, or

SELECT FILES TO UPLOAD




Pre-Filing Registration: Step by Step

§HIRS

* You can save your work in progress.

CanEnergy [ IRACHIFS Cradits | 2003 IRATCHIPS Credit Rugistraticn

2023 IRA/CHIPS Credit Registration « Until you submit the registrant’s registrations

_ for review, the "CONTINUE REGISTRATION"
o0 0 0 O . . S
oidh o by s o option will appear, and the Submission Status
Review & Submit W|” ShOW as "Draft"
cenerat information « Review and, when accurate and complete,
submit your requests for registration
numbers.

Attestation

|: Under penalties of perjury, | declare that the information contained in this authorization is true, correct and complete to the best of my knowledge and belief. *

Clegn Energy J IRAJCHIFS Credits J Your Registrations.

Your Registrations

cancel 2023 IRA/CHIPS Credit Registration
e )

Registration Information

21,134 Facilitios Propanie

Rugistrutian®  Cradil Fatility Properiy 8 Bdentifier Election Typs Comments




Pre-Filing Registration: Step by Step

« After you submit a registration package, you
can monitor its status in the "Your » o
. . . We received your 2023 IRA/CHIPS Credit Registration.
Registrations” site.

ﬂ- Success

« Aregistration submitted for review cannot Confirmation
be changed until it is:

* Returned with registration numbers or;

« Returned with comments that explain e

View your registrations at least monthly to check current status, make changes, provide requested infermation and get your

Why reg I Stratl 0 n n u m be rS We re n Ot registration numbers, Registration details can only be found under Your Registrations,

|SS ed Respond to Requests for Information Within G0 Days
u . We process registrations in the order received. If necessary, we will initiate a request for more information, You'll have &0 days to

What's next?

respond o the request before we stop action on your registration. I you resubmit your registration after the 60-day period, your
rl_*-;.;i stratiaon will Bo ta the back of the line.

 Your submission status will appear as one et Your Registration Numbers
. If approved, you'll receive your registration numbers to use when you file your return,
of the following: “'
- . Sign up for Notices About Registration Status Changes
i AWaItI ng ASSIg n ment Manage email notifications about your registration status.

1 = |f you opt in, we’'ll send you an email notice to sign in to your Clean Energy Business Account when the status of your
. d
U n er ReVI eW registration changes, or if you need to provide more information

o Retu rned « Ifyou chose not to recelve emall notices, retumn at least monthly to check for status updates and requests for information. We

* Returned — Closed
* Returned — Open

will ot send any ather farm af communication

You can revise a submitted registration only once it is returned by the IRS




Office Hours

The IRS is offering office hours to help entities with the pre filing registration process on the new Pre-filing
Registration Tool. Representatives from the IRS will be available to answer questions. You can signup to
attend at the following times.

DATE TIME Registration Link
January 16, 2024 1-2 PM EST Register Here
January 19, 2024 1-2 PM EST Register Here
January 23, 2024 1-2 PM EST Register Here
January 26, 2024 1-2 PM EST Register Here
January 30, 2024 1-2 PM EST Register Here
February 2, 2024 1-2 PM EST Register Here
February 6, 2024 1-2 PM EST Register Here
February 9, 2024 1-2 PM EST Register Here

For real-time IRS updates go to IRS e-News Subscriptions = Tax-exempt & government entities



https://www.irs.gov/credits-deductions/register-for-elective-payment-or-transfer-of-credits
https://www.irs.gov/credits-deductions/register-for-elective-payment-or-transfer-of-credits
https://events.gcc.teams.microsoft.com/event/460ce3d4-52be-4581-8b46-24d59fc7c298@f2372b85-8802-490c-b196-7b96c73fee3b
https://events.gcc.teams.microsoft.com/event/39f822fb-2638-4060-a124-3104d7be29d0@f2372b85-8802-490c-b196-7b96c73fee3b
https://events.gcc.teams.microsoft.com/event/704c721c-15e2-4cb6-84dd-54c30518441d@f2372b85-8802-490c-b196-7b96c73fee3b
https://events.gcc.teams.microsoft.com/event/075f76d6-fb85-48ed-a6b9-37894b7c5efd@f2372b85-8802-490c-b196-7b96c73fee3b
https://events.gcc.teams.microsoft.com/event/011fd306-7d8d-46ea-a801-28613a9d2922@f2372b85-8802-490c-b196-7b96c73fee3b
https://events.gcc.teams.microsoft.com/event/38adc9dc-a1e2-4dc8-b4f2-489c02d755fe@f2372b85-8802-490c-b196-7b96c73fee3b
https://events.gcc.teams.microsoft.com/event/e47c02ac-9a55-49e1-b7d2-6d5f3261010a@f2372b85-8802-490c-b196-7b96c73fee3b
https://events.gcc.teams.microsoft.com/event/d5891a3e-75bc-490c-ab2a-1b352cb21132@f2372b85-8802-490c-b196-7b96c73fee3b
https://www.irs.gov/newsroom/e-news-subscriptions#:~:text=Subscribe%20to%20weekly%20e%2DNews,Disaster%20relief

New Guidance: Domestic Content

» Absent statutory exceptions, the value of certain tax credits would be reduced for projects
beginning construction in 2024 that do not meet domestic content requirements.

* New guidance provides a transition process whereby for projects that begin construction during
calendar year 2024, applicable entities can claim a statutory domestic content exception by
attesting that they satisfy the relevant exception.

« Applicable to projects claiming production tax credits under Sections 45 or 45Y, or to investment
tax credits under Sections 48 or 48E. Only applicable if construction on the project begins before
January 1, 2025.

» Treasury and IRS are also seeking written comments to help develop future proposed regulations
on the exceptions process.

* These comments can be submitted on regulations.gov no later than February 26, 2024.




Addressing Some Common Questions about Direct Pay

« What are the risks associated with direct pay? For example, what happens if | unexpectedly run out of funding
to complete the project?

 Applicable entities should not file for direct pay unless they have earned the underlying credit. Entities
need to be willing to commit the resources to address the two primary areas of risk -- project completion
and compliance.

» Project completion risk is related to the failure to put a project into service. For example, a non-profit
organization develops a project to install a microgrid but for a variety of reasons, the project is never
completed. The project would not be eligible for direct pay.

« Compliance risk has to do with ensuring that a fully completed project meets all the underlying requirements
of the applicable tax credit and any bonus provisions that are being claimed. Failure to do so could result in
loss of all or part of the value of the credit.

« Both project completion risk and compliance risk are common issues for many applicable entities when they
receive Federal funding through grants or when they benefit from other provisions of the tax code. Grant
funding can be rescinded when a project is not completed or when a grant recipient has not complied with

the terms of a grant.




Addressing Some Common Questions about Direct Pay

« If the payment doesn’t come until after a project has been put in service, where does the up-front
funding come from?

« Using bridge or debt financing of the project generally does not affect the direct payment election.
Tax-exempt bonds may result in a reduction of the underlying credit amount.

« The back-end process for direct pay — where payment does not come until after a project is complete
and in service -- is not very different from Federal funding where state and local governments are
reimbursed for actual costs, such as in the case of FEMA disaster funding.

« My organization is very small, and | worry that this is all too complicated to implement.

« Every organization needs to make a judgment as to whether they can effectively and efficiently
Implement projects that could benefit from financing through direct pay. For smaller organizations
with concerns about capacity, there may be several operational alternatives to consider, including:

« Seeking and receiving technical assistance and advice from other organizations, including
state governments and non-profit organizations

« Pursuing projects where other, higher capacity applicable entities may play the lead role in
project development and seek and receive direct payment




IRS Resources
IRS.gov/ElectivePay
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Frequently asked Questions:

Q15. Are there requirements or bonuses that affect the amount of
the applicable credits that are eligible for elective pay? (added
June 14,2023)

Q26. At what stage of development, construction, or operations
are projects eligible for elective pay? (added June 14,2023)




Closing

« More Information on Direct Pay

v |IRS.gov/ElectivePay
v CleanEnerqy.gov/DirectPay

v Subscribe to IRS e-News Subscriptions by visiting IRS.gov/newsroom/e-
news-subscriptions = Tax exempt & government entities

« More information on the IRA

v IRS.gov/CleanEnerqgy

v www.whitehouse.gov/cleanenerqgy/inflation-reduction-act-qguidebook/



http://www.whitehouse.gov/cleanenergy/inflation-reduction-act-guidebook/

Appendix




How does Direct Pay work?

Under the proposed rules, applicable entities for direct pay would include:

« Tax-exempt organizations under § 501(a), including § 501(c) and § 501(d) organizations,

« States and political subdivisions such as local governments,

 Indian tribal governments,

« U.S. territory governments and political subdivisions,

* Agencies and instrumentalities of state, local, tribal, and territorial governments — including
public utilities, school districts, public hospitals and public higher education

» Alaska Native Corporations,

» The Tennessee Valley Authority, and

* Rural electric co-operatives.

In general, only these applicable entities can use direct pay. However, other taxpayers that are
not "applicable entities" may elect to be treated as applicable entities with respect to three credits
(for carbon oxide sequestration, production of clean hydrogen, advanced manufacturing
production).




How does Direct Pay work?

* Direct pay Is applicable to 12 different tax credits related to energy generation
and carbon capture, manufacturing, vehicles and fuels.

* The value of the credit depends on (a) statutory provisions related to the credit
itself and (b) the applicability of various bonus provisions (for certain credits). By
and large, the bonus provisions are designed to incentivize the creation of good
paying jobs, domestic sourcing of materials, and location of investments in low
Income and energy communities.

* In thinking about how to structure and finance specific projects, it is very
Important to fully understand the requirements of the bonus provisions.




Applicable Tax Credits for Direct Pay

Tax Provision

Description

Production Tax Credit for
Electricity from Renewables
(§ 45, pre-2025)

For production of electricity from eligible renewable sources, including wind, biomass, geothermal, solar,
small irrigation, landfill and trash, hydropower, marine and hydrokinetic energy.

i Credit Amount (for 2022): 0.55 cents/kilowatt (kW); (1/2 rate for electricity produced from open loop biomass,
i landfill gas, and trash); 2.75 cents/kW if Prevailing Wage and Apprenticeship (PWA) rules are met 237

Clean Electricity Production

Technology-neutral tax credit for production of clean electricity. Replaces § 45 for facilities that begin

: construction and are placed in service after 2024.

Tax Credit (§ 45Y, 2025 ds) : ; : . ;
X Croditi(S Saweards) : Credit Amount: Starts in 2025, consistent with credit amounts under section 45 12367

Investment Tax Credit for

i For investment in renewable energy projects including fuel cell, solar, geothermal, small wind, energy storage,

biogas, microgrid controllers, and combined heat and power properties
Energy Property (§ 48, pre-2025) : - < - .. . 5 - ; g s
: Credit Amount: 6% of qualified investment (basis); 30% if PWA requirements met '4>6%

Clean Electricity Investment

Technology-neutral tax credit for investment in facilities that generate clean electricity and qualified energy

Tax C it (§ 48E, 2025 ) storage technologies. Replaces § 48 for facilities that begin construction and are placed in service after 2024
ax Cred s onwards) : = S 8 3 . .
: Credit Amount: 6% of qualified investment (basis); 30% if PWA requirements met 456

Low-Income Communities
Bonus Credit (§ 48(e), 48E(h))

Application required

Additional investment tax credit for small-scale solar and wind (§ 48(e)) or clean electricity (§48E(h)) facil-
: ities (<5MW net output) on Indian land, federally subsidized housing, in low-income communities, and benefit
: low-income households. Allocated through an application process.

: Credit Amount: 10 or 20 percentage point increase on base investment tax credit 7

Energy Generation & Carbon Capture

Credit for Carbon Oxide
Sequestration (§ 45Q)

Credit for carbon dioxide sequestration coupled with permitted end uses in the United States.

: Credit Amount: $12-36 per metric ton of qualified carbon oxide captured and sequestered, used as a tertiary
i injectant, or used, depending on the specified end use; $60-$180 per metric ton if PWA

: requirements met."”

Zero-Emission Nuclear Power
Production Credit (§ 45U)

i For electricity from nuclear power facilities. Facilities in operation prior to August 16, 2022.
i Credit Amount (for 2023): 0.3 cents/kWh (reduced rate for larger facilities); 1.5 cent/kWh if PW req’s met 7

* For footnotes, see irs.gov/pub/irs-pdf/p5817g.pdf. You can also learn more at IRS.gov/CleanEnergy and IRS.gov/ElectivePay.




Applicable Tax Credits for Direct Pay

Vehicles Manufacturing

Fuels

Tax Provision

Description

Advanced Energy Project
Credit (§ 48C)

Application required

For investments in advanced energy projects. A total of $10 billion will be allocated, not less than $4 billion
¢ of which will be allocated to projects in certain energy communities.

Credit Amount: 6% of taxpayer’s qualified investment; 30% if PWA requirements are met'

Advanced Manufacturing
Production Credit (§ 45X)

Production tax credit for domestic clean energy manufacturing of components including solar and wind
i energy, inverters, battery components, and critical materials.

Credit Amount: Varies by component

Credit for Qualified
Commercial Clean Vehicles (§

45W)

: For purchasers of commercial clean vehicles. Qualifying vehicles include passenger vehicles, buses,
i ambulances, and certain other vehicles for use on public streets, roads, and highways.

¢ Credit Amount: Up to $40,000 (max $7,500 for vehicles <14,000 Ibs) °

Alternative Fuel Vehicle
Refueling Property Credit
(§ 30C)

For alternative fuel vehicle refueling and charging property, located in low-income and non-urban areas.
i Qualified fuels include electricity, ethanol, natural gas, hydrogen, and biodiesel.

: Credit Amount: 6% of basis for businesses and can increase to 30% if PWA is met.

Clean Hydrogen Production
Tax Credit (§ 45V)

For producing clean hydrogen at a qualified, U.S.-based clean hydrogen production facility.

Credit Amount: $0.60/kg multiplied by the applicable percentage (20% to 100%, depending on lifecycle green-
i house gas emissions), amount increases if PWA is met "7

Clean Fuel Production Credit
(§ 45Z, 2025 onwards)

Technology neutral tax credit for domestic production of clean transportation fuels, including sustainable
: aviation fuels, beginning in 2025~

: Credit Amount: $0.20/gallon ($0.35/gal for aviation fuel) multiplied by CO2 “emissions factor”; $1.00/gallon

¢ ($1.75/gal for aviation fuel) multiplied by CO2 “emissions factor” if PWA is met "7

* For footnotes, see irs.gov/pub/irs-pdf/p5817g.pdf. You can also learn more at IRS.gov/CleanEnergy and IRS.gov/ElectivePay.




Certain requirements and bonuses that may affect the amount
of Direct Pay applicable tax credits

Prevailing Wage and
Apprenticeship
Requirements

For a number of the tax credits created or modified by IRA, the credit amount is increased by five times for projects that
meet requirements for paying prevailing wages and using registered apprentices.

Domestic Content
Bonus

Projects or facilities that meet domestic content requirements are eligible for a 10 percent increase to the Production Tax
Credit (sections 45, 45Y) or up to a 10 percentage point increase to the Investment Tax Credit (48, 48E).

For projects or facilities beginning construction starting in 2024, for taxpayers using direct pay, the domestic content
requirement can also result in a reduction of the Production Tax Credit or Investment Tax Credit if it is not met.

Energy Communities
Bonus

Projects located in historical energy communities, including areas with closed coal mines or coal-fired power plants, are
eligible for a 10 percent increase in the PTC and an up to 10 percentage point increase in the ITC.

The bonus is also available to brownfield sites and to areas that have significant employment or local tax revenues from
fossil fuels and higher than average unemployment.

Low Income
Communities Bonus
Credit Program

The program provides an increased credit of 10 percentage points or 20 percentage points to certain applicable credits that
are part of the investment tax credit for certain facilities located in low-income communities, Indian lands, or federal housing
projects, or serving low-income households.

You must apply and receive a capacity allocation, and then place your facility in service to claim this bonus.




What types of projects might be eligible for Direct Pay?

« Direct pay will allow applicable entities to do things differently and to do different
things.

» For example, direct pay could allow applicable entities to invest in the replacement of existing
vehicles with clean vehicles as part of a fleet transition.

 Direct pay can also help applicable entities that currently don’t generate clean energy for their
facilities to begin to do so.

 Direct Pay is a powerful new financial tool to make necessary investments
to achieve goals related to the clean energy transition, such as improved
health outcomes, reduced reliance on the grid and potential cost savings.




Direct Pay Potential Use Cases

Fleet Cost Savings

Community
Resilience

Community
Heating

Replace existing municipal vehicle fleet with new
electric vehicles and associated charging
infrastructure

Install microgrid with solar and energy storage to
serve critical infrastructure and community facilities
during emergencies and grid outages

Develop central geothermal system to provide
heating to community buildings and residential
households

Up to $7,500 per light vehicle

Up to $40,000 per larger vehicle

Up to 30% credit on investment in eligible EV
charging equipment

6% - 50% credit on investment in solar,
storage and microgrid controllers

6% - 50% credit on investment in geothermal
energy property




Direct Pay Investments Can Potentially Reduce Cost

MU”lClpaI Fleet - Estimated $80 million savings over ten years from electrification
Electriﬁcati()n of fleet vehicles for ten largest municipalities in Arizona.

* 50% savings in annual electricity bills, plus resilience benefits
for solar, storage, and microgrid system installed at Chemehuevi
Indian Tribe community center in Havasu Lake, CA

Solar Microgrid

Central Geothermal » Estimated annual savings of over $2 million for Ball State

. University central geothermal heat pump replacement of aging coal
Heatlng boilers heating system for college campus.



https://pirg.org/arizona/resources/electric-fleets-for-arizona/
https://pirg.org/arizona/resources/electric-fleets-for-arizona/
https://eri.iu.edu/erit/case-studies/ball-state-university-geothermal.html
https://eri.iu.edu/erit/case-studies/ball-state-university-geothermal.html

Using Direct Pay with Grants and Loans

« The proposed guidance also includes a special rule that would enable entities to combine grants and
forgivable loans with tax credits.

« If an investment-related credit property is funded by a tax-free grant or forgivable loan, entities would get
the same value of eligible tax credit as if the investment were financed with taxable funds—jprovided the
credit plus ‘restricted tax-exempt amounts’ do not exceed the cost of the investment.

« For example:

» A school district receives a tax-exempt grant in the amount of $300,000 to purchase an electric
school bus. Under IRA, clean commercial vehicles are eligible for a tax credit of up to $40,000.

» The school district purchases the bus for $400,000, using the grant and $100,000 of the school
district’s unrestricted funds.

> The school district’s basis in the electric bus is $400,000 and the school district’s section 45W credit
is $40,000.

» Since the amount of the restricted tax-exempt grant plus the amount of the section 45W credit
($340,000) is less than the cost of the electric bus, the school district's 45W credit is not reduced.




Addressing Some Common Questions about Direct Pay

« Does my organization need to own the property to use Direct Pay?

The organization generally must own the property that generates the eligible credit (or in the
case of section 45X otherwise conduct the activities giving rise to the underlying eligible

credit). That ownership can occur through various structures.

For example, an applicable entity could directly own the property, could own it through a
disregarded entity, or could own an undivided interest in an ownership arrangement treated as a
tenancy-in-common or pursuant to a joint operating arrangement that has properly elected out of

subchapter K of chapter 1 of the Code (subchapter K) under section 761.
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