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Elective Pay Overview Scla FZ=rcpa

* Materials in this slide deck are adapted from presentations developed by
Government Finance Officer’s Association (GFOA) and Lawyers for Good
Government (L4GG).

* Legal Disclaimer: The information provided in this presentation does not, and is
not intended to, constitute legal advice; instead, all information, content, and
materials provided are for general informational purposes only.
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What is Elective Pay? scla ¥Z=rcpa

Elective Pay (also called “Direct Pay”) allows tax-exempt eligible entities (e.g.,
states, local governments, nonprofits) to get direct payments from the IRS for clean
energy tax credits by filing tax forms.

Highlights of Program

* Tax credits account for 70% of Inflation Reduction Act (IRA) ~$400B in climate
funding

* Uncapped

* Coverdiverse technologies

* Bonus adder incentives can increase credit amount (domestic content, prevailing
wage, etc.)

* Reimbursement of up to 70% cost of clean energy and clean vehicles projects



Most Common Project Types in Public Sector

Example Projects:

* EV Infrastructure
placement in non-
urban or low-income
areas

Example Projects:

* EV fleet transition

* Gov. vehicles, school
buses, public transit,
etc.

scta.ca.gov | rcpa.ca.gov

Section 30C
Alternative fuel
refueling property

Section 45W
Qualified
commercial
vehicles

Section 45/45Y

Renewable
electricity
production tax
credit (PTC)

Section 48/48E

Energy investment
tax credit (ITC)

SONDM, REGIONAL CLIMATE FROTECTION AUTHORITY

A COUNTY TRANSFORTATION AUTHORITY

Example Projects

for both ITC/PTC:

Microgrid/community
solar

Rooftop solar or wind
on gov. buildings or
affordable housing
Geothermal HVAC



Overview of Elective Pay Process

Pre-filing registration

Register each unique
project for which tax
credit will be claimed via
IRS website

Get unique registration
number

IRS filings

File tax return (Form
990-T) and Form 3800
with registration
numbers and supporting
documentation by tax
deadline

Due 4.5 months after
end of taxable year (+6-
month extension if
requested)
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Receive funds

IRS makes payment after
review of tax filing

Likely more than 1 year
after project is placed
into service/money is
spent
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Setting up for Success: Build a Strong Team

* Finance: manages internal controls, budget, and
tax filing

* Legal: reviews tax codes eligibility, labor
standards, and compliance policies

* Project Management: oversees timelines,
deliverables, and requirements

« Facilities/Sustainability: understands projects
happening across the organization
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10 EVs placed into service Solar project placed into service
(February 2024) (August 2024)

2024 2025

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul

—
Filing Option 1: Calendar Year

*  Coversall 2024 projects, Jan-Dec
* Initial Deadline: May 15, 2025

Extension deadline: Nov 15, 2025

—
Filing Option 2: Fiscal Year (Jul-Jun)

Only solar project placed into service in August is eligible
The 10 EVs are excluded

Initial deadline: Nov 15, 2025

Extension deadline: May 15, 2026

NOTE: Extension request forms must be submitted to the IRS by the original tax filing due date
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Potential Threats for Elective Pay

« Tax credits cannot be revoked by Executive Order

— Written into Internal Revenue Code and part of
statutory law

— Congress could change tax credits with new
legislation in 2025

* Projects putinto service in 2024 should be safe
and entitled to tax credits

» Legislative changes likely not effective until 2026

— Projects that begin construction on or after
January 1, 2026, possibly affected

scta.ca.gov | rcpa.ca.gov 8



Protecting Elective Pay

 Advocacy
e Continuetofile

e Share success stories
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Direct Pay Stories in the Midwest

Direct pay (elective pay) in the Inflation
Reduction Act lets tax-exempt and
government entities receive payments
equal to full tax credits for clean energy
projects. While many in the Midwest have
used it, it's not as straightforward as
grants. This map shares Midwest success
stories across sectors, offering inspiration

- and justification for how direct pay can
benefit your organization or constituents.
Use and share it!

Schools

Black River Falls, WI

Wisconsin schools are saving ...

St Paul, MN
Climate law helps US schools ...

West Union, IA E===pan

North Fayette Valley Geothermal...

S ' i, VANV I A
* Rapid City

https://padlet.com/charismcc/direct-pay-stories-in-the-midwest-5sfxgc07xuvnnctf
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https://padlet.com/charismcc/direct-pay-stories-in-the-midwest-5sfxgc07xuvnnctf
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This dashboard showmses projects supported by Federal Energy Tax Credits via Direct Pay. This map will é) Reset View ®Help

be updated weekly as projects are shared by redpients=.

 Demonstrates effectiveness of Direct Pay and Federal ... — ——
Tax Credits R S )

* Enables cities to showcase energy success stories and

- 16
leadership in clean energy deployment 27 ] $24M || 82,987

Jurisdictions Projects Pro]eEtig:rwng Total Tax Credits Tons of CO2 Reduced

The sbove summany statisics are denved from s reporfed propect data. Propects Bt oha' mod nciudle daty

*  Currently, showcases projects led by local b i 7 et e o
gove r n m e n tS Congressional District Dié:::;ﬁ:?:d Energy Community Climate Vulnerability

* Actively tracking all Direct Pay projects, and will be o T e e et ek s, s
expanding the Tracker’s scope as more projects are P T STt S £ i et .
collected ‘ :

*  https://climateprogramportal.org/direct-pay-tracker/ L =
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Elective Pay Resources: Clean Energy Tax Navigator SCia SB=rcpa

* Aneasy-to-use framework and &) sorieey
interactive form that walks —
through the process of Which option best describes your project?
determining eligibility for
Elective Pay, offering technical
assistance, and, in certain

cases, direct pro bono services. m A
* Designed to be a free, public
one-stop shop providing v vehicle [ Flest EV Charging/ solar | Wind /
. . Stato—owned and Infrastructure Geothermal
tallo red EleCt|Ve Pay operated eligible Electric vehicle charging Clean energy project
R o ol clean infrastructure in non- deployment
information to users at all commercia _rban and fow income

vehicles
areas

stages from project ideation
through tax form filing,.


https://cleanenergytaxnavigator.org/
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* Past L4AGG webinars, presentation slides, FAQs, and other resources are
available at the L4GG Elective Pay & IRA Tax Incentives Resources Page:

* BayREN Targeted Decarbonization Services (TDS) Webinar: Navigating
the Inflation Reduction Act's Elective Pay Provisions


https://www.lawyersforgoodgovernment.org/elective-pay-ira-tax-incentives
https://www.lawyersforgoodgovernment.org/elective-pay-ira-tax-incentives
https://www.bayren.org/events/bayren-tds-webinar-navigating-inflation-reduction-acts-elective-pay-provisions-2025-02-24
https://www.bayren.org/events/bayren-tds-webinar-navigating-inflation-reduction-acts-elective-pay-provisions-2025-02-24

Thank You!

Questions?
Tanya Narath

Chief Deputy Executive Director

Sonoma County Regional Climate Protection Authority
707-565-1594

Tanya.Narath@rcpa.ca.gov
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