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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 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.
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Introduction: The Inflation Reduction Act

• The Inflation Reduction Act (IRA) makes the largest investment in clean 
energy in United States history, and much of that investment is delivered via 
tax incentives.

• 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.

• IRA, through its clean energy tax credits, is creating jobs, lowering costs, 
reducing pollution and improving health outcomes.
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What is Elective Pay?
• With elective pay, tax-exempt and governmental entities that do not owe Federal 

income taxes are, for the first time, 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, elective pay allows entities to get their payment if they meet the 
requirements for both elective pay and the underlying tax credit.
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How Does Elective Pay Work?

Under the final rules, applicable entities for elective pay include:

• Tax-exempt organizations
– Under final regulations, this includes any organization described in sections 501-530 of the Code that 

meets the requirements to be recognized as exempt from tax under those sections
• U.S. territory governments and their political subdivisions;
• States and political subdivisions, such as local governments;
• Indian tribal governments and their 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.

Note: In general, only “applicable entities” are eligible for Elective Pay. 
However, other taxpayers that are not “applicable entities” may elect to be treated as an applicable entity with respect to three tax credits (for carbon oxide sequestration, production of clean 
hydrogen, or advanced manufacturing).



8

Applicable Tax Credits for Elective Pay

* For footnotes, see irs.gov/pub/irs-pdf/p5817g.pdf.  You can also learn more at IRS.gov/CleanEnergy and IRS.gov/ElectivePay.
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Applicable Tax Credits for Elective Pay

* For footnotes, see irs.gov/pub/irs-pdf/p5817g.pdf.  You can also learn more at IRS.gov/CleanEnergy and IRS.gov/ElectivePay.
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Certain requirements and bonuses that may affect the amount 
of elective pay applicable tax credits

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. 

Prevailing Wage and 
Apprenticeship 
Requirements

Low Income 
Communities Bonus 

Credit Program

Domestic Content 
Bonus

Energy Communities 
Bonus

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.  On June 18, 2024, the IRS and Treasury 
issued final rules on bonuses related to prevailing wage and apprenticeship requirements.

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 elective 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. 

On Dec. 28, 2023, Treasury issued guidance on this rule for projects beginning construction in 2024 (Notice 2024-9).

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 a prior year unemployment rate at or above the national average.
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Clean Energy Investments Lower Cost

• Fleet Electrification Savings (U.S. Department of Energy)
• EVs offer high fuel economy, which translates to lower operating costs. 
• EVs achieve their best fuel economy during stop-and-go driving conditions 

typical of many fleet applications. 
• Electricity prices are also less volatile than those of gasoline/diesel, 

making it easier to predict fuel costs over time. Lower off-peak electric 
rates may be available for charging, which further reduces EV fuel costs.
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Clean Energy Investments Lower Cost

• Geothermal Savings (Ball State University Case Study)
• As the coal fired boilers from the mid-20th century grew older and less efficient, Ball State 

University in Muncie, Indiana, grew larger. University staff needed to find a way to meet growing 
energy demands. Based on their research and analysis, the most cost-saving and 
energy-efficient solution was a campus-wide geothermal energy heating and cooling system.

• Ball State’s geothermal system heats and cools 47 buildings, covering 5.5 million square feet of 
space. In addition, Ball State saves approximately 45 million gallons of water, 500 billion British 
thermal Units (BTUs) of energy, and $2.2 - $2.5 million annually.)

• Solar Savings (San Antonio Case Study)
• City officials plan to build and own the largest municipal onsite solar project in Texas. This $30 

million project will install rooftop, parking, and park canopy solar photovoltaic systems at 42 city 
facilities to offset energy consumption over the long-term. 

• The projected electricity generated annually from this multi-site project is expected to offset an 
estimated thirteen percent of the City’s electricity consumption from its buildings, which is 
expected to result in cumulative net financial savings between $7 - $11 million over 25 years. 
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State of Elective Pay

• The Status of Uptake
• It is useful to think of state and local governments in one of four categories:

• Pre-Adopters

• Early-Adopters

• Planners

• Beginners
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Closing

• More Information on Direct Pay

✔ IRS.gov/ElectivePay
✔ Pre-filing Registration User Guide; How-to-Video
✔ Permission Management User Guide
✔ FAQs

✔ CleanEnergy.gov/DirectPay
✔ Subscribe to IRS e-News Subscriptions by visiting 

IRS.gov/newsroom/e-news-subscriptions 🡪 Tax exempt & government 
entities

• More information on the IRA

✔ IRS.gov/CleanEnergy
✔ www.whitehouse.gov/cleanenergy/inflation-reduction-act-guidebook/ 

https://www.irs.gov/pub/irs-pdf/p5884.pdf
https://www.irsvideos.gov/Governments/Resources/TheIRAandCHIPSActPreFilingRegistrationToolOverview
https://www.irs.gov/pub/irs-pdf/p5902.pdf
https://www.irs.gov/credits-deductions/elective-pay-and-transferability-frequently-asked-questions-elective-pay
http://www.whitehouse.gov/cleanenergy/inflation-reduction-act-guidebook/
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For more information

David R. Eichenthal
Senior Advisor for Policy Implementation

David.Eichenthal@treasury.gov 

mailto:David.Eichenthal@treasury.gov




Elective Pay Overview

RI Implements IRA: Project 
Workshop & Technical Assistance

October 10, 2024

Legal Disclaimer: The information provided on this presentation does not, and is not intended to, 
constitute legal advice; instead, all information, content, and materials provided are for general 
guidance  purposes only. 



Launched in 2017 by the governors of 
Washington, New York, and California, 
the Alliance now includes governors from 
24 states and territories, representing 
approximately 55% of the U.S. 
population, and 60% of the U.S. 
economy. 

Our Coalition



The Secretariat
Housed at the United Nations Foundation, the Alliance Secretariat is led 
by a team of climate experts that supports coalition members through:

Collaboration Initiatives Resources Engagement



Elective Pay enables governments, 
nonprofits, and other non-taxpaying 
entities to receive the value of certain 
clean energy and clean transportation 
tax incentives as a tax-free cash 
payment from the IRS.

The Inflation Reduction Act includes 
game-changing new provisions that 
will enable tax-exempt and 
governmental entities to take an active 
role in building the clean energy 
economy, lowering costs for working 
families, and advancing environmental 
justice.



The following organizations are eligible for Elective Pay: 
➔ Exempt organizations under Section 501 of the Tax Code
➔ States and local governments, other instrumentalities 

(public schools, libraries)
➔ Territories, agencies, instrumentalities
➔ Municipally-owned utilities
➔ Indian tribal governments
➔ Alaska Native Corporations
➔ Tennessee Valley Authority
➔ Rural electric coops

* Note: Elective Pay-eligible organizations cannot use 
transferability to monetize tax credits. Please follow-up for 
further discussion on  other monetization strategies for 
Elective Pay.

These entities are not eligible for Elective Pay: 
➔ Taxpayers
➔ Entities that do not own the eligible project

Partnerships: Some partnerships structures are eligible for 
Elective Pay. However, please reach out to be connected with 
an expert to assist in structuring a partnership that enables 
Elective Pay. 
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Benefits of Elective Pay
Elective Pay dramatically enhances the financial viability of many clean energy 
projects owned by public & nonprofit organizations. 

No competitive 
application: 
Guaranteed 
money for 
eligible projects

Mostly 
uncapped tax 
credits

Tax credits are 
often stackable 
with grants and 
other forms of 
financing

Available now!



Renewable Energy Projects (45/48 & 45Y/48E)

Electric Vehicles (45W)

EV Infrastructure (30C)

What types of 
projects are eligible 
for Elective Pay? 

Wind, solar, solar plus battery storage, and geothermal energy 
projects. This could include putting rooftop solar on schools or 
publicly-owned buildings. 

Transitioning state & local government fleets to EVs, electric public 
transit, electric school buses and more. These projects have no 
domestic content requirements, and can be stacked with EPA Clean 
School Bus, Heavy-Duty Vehicle, DERA funds, and other federal 
programs. 

Elective Pay greatly reduces the cost of installing EV charging 
infrastructure, both in state & local government owned properties, as 
well as in the communities they serve. 

Eligible Tax Credits: 
● 30C: Alternative Fuel Refueling Property
● 45: Renewable Energy Production Tax 

Credit (PTC)
● 45Q: Carbon Dioxide Sequestration
● 45U: Zero-emission nuclear power
● 45V: Clean hydrogen production
● 45X: Advanced manufacturing production 
● 45Y: Clean Electricity PTC 
● 45Z: Clean Fuel Production 
● 48: Energy Investment Tax (ITC)
● 48C: Advanced Energy Project
● 48E: Clean Electricity ITC
● 45W: Qualified Commercial Vehicles

Tax credit values vary, but many provide 30% + for 
tax credit for a qualified project. 



Energy Efficiency Upgrades Are Not Eligible for 
Elective Pay

HOMES and HEEHRA provide significant 
funding to rehabilitate low income homes. 
However, these efficiency upgrades are not 
eligible for Elective Pay tax credits because 
the IRS did not make 179D tax credits 
eligible for Elective Pay. 

Section 179D enables building owners, 
architects, engineers, and contractors to 
claim a tax deduction for installing qualifying 
systems in buildings. If tenants make 
construction expenditures, they may also be 
eligible. 

In building projects, consider negotiating the 
use of this tax credit into contracts to reduce 
construction costs. 



Prevailing Wage and Apprenticeship (PWA)

Domestic Content Requirement

Energy Communities Bonus

Additional 
Bonus Tax 
Incentives

For many credits, PWA requirements must be met to achieve full 30% 
value of the tax credit.  

Meet Domestic Content requirements for a 10% increase to the PTC/CEPTC or up to 10 
percentage point increase to the ITC/CEITC. For projects or facilities beginning construction 
in 2024 or later, elective pay phases down and eventually is eliminated altogether, unless the 
domestic content requirement is met.

Potential 10% increase in ITC/PTC tax credits if located in area of 
current or former coal mining or coal power plant community, or 
significant employment/tax revenues from fossil fuels and higher than 
average unemployment. 

Low Income Communities
Subject to competitive application for a capped annual amount, an additional 
10-20% for projects located onTribal land, in federally subsidized housing, in 
low-income communities, or in low-income economic benefit projects.



Registration

Make IRS Filings

Receive IRS Refund

Elective Pay Process
Register the relevant project on the IRS portal. See this video for an introduction. 
● Pre-Filing Registration: File a pre-registration form in the portal to receive registration ID for each eligible credit 

property (ex: ID # for each EV purchased).

● Documentation needed for qualifying projects:

○ Info for each eligible project/property
○ Identify each credit you intend to earn
○ Date Placed in Service
○ Size (for EV - make/model)

● No Amendments to Tax Return: Current draft rules do not allow you to revoke or amend your tax form to change 
the type of credit you intend to take.

File tax return (Form 990-T) & Form 3800 with registration number and supporting documentation by tax deadline of 
4.5 months after the end of taxable year (+6-month extension if requested). Work with an accountant and tax 
professional to do so, and set up an e-filing resource, which could be: 

 ●  Taxslayer Pro (Drake Sowareʼs tax preparation software)
 ●  ProConnect Tax Online (Intuitʼs cloud-based tax preparation software)
 ●  TaxAct, Inc.
 ●  CCH, A Wolters Kluwer Business

IRS makes payment after review of tax filing, and will likely be more than 1 year after project is placed into service. 

https://www.irs.gov/credits-deductions/register-for-elective-payment-or-transfer-of-credits
https://www.stayexempt.irs.gov/home/depth-topics/ira-and-chips-act-pre-filing-registration-tool-overview


Educate and Share Resources about Elective Pay & Eligible Projects
Many elective pay-eligible organizations do not know that they can now receive tax credits for building clean energy projects. 
States are uniquely situated to educate and engage local governments, school districts, Tribes, and nonprofit community partners 
to empower them to take advantage of elective pay.

Enable Local Projects Through Project Financing
Because the elective cash payment is received after the energy project is completed, it can be challenging for owners – especially 
community-based nonprots and low-income communities – to fund all costs up front. Furthermore, some projects may require 
additional financial support to be viable, and for states to achieve their equity goals. States can solve this through unrestricted 
grant programs, bridge loans, long-term debt, or credit enhancements to eligible entities.

Lead by Example Through Project Ownership
State governments are among those eligible for elective pay tax credits. The reduced cost of investing in clean energy should 
empower states to set and achieve more ambitious clean energy goals for their own operations. Especially given the low interest 
rates at which states can borrow, they can often see short payback periods on new clean energy investments and significant cost 
savings in the long run.

How states can maximize clean energy investments 
through Elective Pay

For more strategies, please read the Clean Energy Finance 
Strategy for State Governments memo here. 

https://static1.squarespace.com/static/664393f059027215298bcf39/t/66c4bbf060740c31c82c4f9d/1724169230040/Clean+Energy+Finance+Strategies+for+State+Governments+-+State+Support+Center+August+2024.pdf
https://static1.squarespace.com/static/664393f059027215298bcf39/t/66c4bbf060740c31c82c4f9d/1724169230040/Clean+Energy+Finance+Strategies+for+State+Governments+-+State+Support+Center+August+2024.pdf


Clean Energy Tax Navigator

Elective Pay Resources Page

Additional 
Resources

Here are some of the best external resources 
from Lawyers for Good Government 
(L4GG). 

https://cleanenergytaxnavigator.org
https://www.lawyersforgoodgovernment.org/elective-pay-ira-tax-incentives


Inflation Reduction Act & Schools: 
New federal funding for healthy, sustainable, cost-effective schools

Photo credit: Perkins Eastman
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Our mission is to support America's 
K-12 public schools to make an 
equitable transition to zero carbon 
emissions while preparing our youth 
to build a sustainable future in a 
rapidly changing climate.

Awareness building

Thought leadership

Policy development & 
advocacy 

Coalition-building
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Who we are



The Inflation Reduction Act is investing in school 
facilities across the country
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We are tracking over 200 
projects across 34 states



The Inflation Reduction Act is investing in school 
facilities across the country
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The Inflation Reduction Act is investing in school 
facilities across the country
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The Inflation Reduction Act is investing in school 
facilities across the country
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The IRA provides non-competitive, 
uncapped funding for these technologies

*Just ground-source heat pumps, not air-source
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HEAT 
PUMPS*

ENERGY  
STORAGE

ELECTRIC  
VEHICLES

EV 
CHARGING

SOLAR  
ENERGY

SOLAR  
ENERGY

Clean energyClean heating 
and cooling

Enable clean 
transport

Store clean 
energy

Clean 
transportation
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RESILIENCE

COST 
SAVINGS

EMISSION  
REDUCTION

STUDENT HEALTH &  
LEARNING

Clean energy benefits students, staff and 
communities



Addressing the cooling crisis in our classrooms
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Tax credits are making clean energy 
irresistibly affordable



We can stack grants and tax credits

39

Diesel Electric

Sticker price  $142,000  $385,000

EPA bus grant -$200,000

Tax credit  - $40,000

Net price $142,000 $145,000

After incentives, price difference with 
diesel is equivalent to the cost of an 

additional seat belt! 

Obion County School District (TN) 
was awarded a $400k grant for 

two electric school buses.



What municipal leaders are saying… 
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...will create a substantial reduction in the 
debt issuance needed for the project” 

“We are proud to have saved our 
town millions of dollars by 
strategically applying for IRS clean 
energy tax credits” 

“...benefits our community financially but also contributes 
to a sustainable future for generations to come”



Detailed analysis of tax credits on Bondlink
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https://www.manchesterctbonds.bondlink.com/manchester-ct-investor-relations-ct/about/
project/i3335?projectId=55599

https://www.manchesterctbonds.bondlink.com/manchester-ct-investor-relations-ct/about/project/i3335?projectId=55599
https://www.manchesterctbonds.bondlink.com/manchester-ct-investor-relations-ct/about/project/i3335?projectId=55599


The Inflation Reduction Act and Schools: 
Resources for Leaders and Advocates
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Overview Getting Started
Advocates Guide to 

IRA IRA  Board Resolution

https://drive.google.com/file/d/1QTmAoZUyI-hnHeOYGIgL3Wx2Hdsxq2NZ/view?usp=sharing
https://drive.google.com/file/d/1QTmAoZUyI-hnHeOYGIgL3Wx2Hdsxq2NZ/view?usp=sharing
https://drive.google.com/file/d/1GoWb14u_p6Dm3QcwCIZoEKZHQ12lmVeH/view?usp=sharing
https://drive.google.com/file/d/1GoWb14u_p6Dm3QcwCIZoEKZHQ12lmVeH/view?usp=sharing
https://drive.google.com/file/d/1_hauK1ZF5t3DWE90mSbGk6oTN0TruPEg/view?usp=sharing
https://drive.google.com/file/d/1_hauK1ZF5t3DWE90mSbGk6oTN0TruPEg/view?usp=sharing
https://docs.google.com/document/d/1iHawnA7_3rVHzrRee1_G32zKl5EHIsv3T7OSRDbQhWw/edit
https://docs.google.com/document/d/1iHawnA7_3rVHzrRee1_G32zKl5EHIsv3T7OSRDbQhWw/edit


Sara Ross, Co-founder
sara@undauntedk12.org

Questions?

Tell us about your projects.
Thank you! 

Stay in touch
@UndauntedK12
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https://twitter.com/UndauntedK12
https://www.undauntedk12.org/
https://www.youtube.com/channel/UCpTN02eP5p8VQ6cXXUyqFyA/featured
https://www.instagram.com/undauntedk12/
https://www.linkedin.com/company/undauntedk12/
http://undauntedk12.org


Financing Options for Elective 
Rebate Communities



About the Infrastructure Bank

Rhode Island’s 
centralized hub 

of local 
infrastructure 

investment 

Over $2.9 billion 
in financial 

assistance since 
1989

45
10/9/2024
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Program Expansion to Meet Growing Demand

• Originally provided financial assistance for clean water and drinking water 
systems through state revolving loan fund

• Program portfolio expanded in 2016 to support road, energy, and 
stormwater projects

10/9/2024
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Programmatic Needs

RIDE anticipates more than $1 billion in school-related construction permitted 
across the state 

• Many school districts have a backlog of construction projects

• Escalating costs put long-planned projects at risk

• Municipalities must comply with Act on Climate, Green Buildings Act 
regulations

• Financing tools with the ability to provide gap & bridge financing are in need

10/9/2024



48

A Clean Energy Fund for Public Entities
RIIB can provide free technical support for the Direct Pay Program

• Tax Attorney to determine eligibility, apply and file necessary forms
• IRS Activates Registration Portal for Energy Investment Subsidies Available to Tax-Exempt Entities - 

Hinckley Allen
Final Regulations for Energy Investment Subsidies Available to Tax-Exempt Entities - Hinckley Allen

• Municipal Financial Advisor to structure financing options

• RIIB can provide financial assistance for eligible projects
• Interim funding during construction phase to get projects across the finish line

▪ Eases cash flow and reduces debt burden

• Permanent funding source for clean energy projects
▪ Highly subsidized borrowing rates & minimal transaction costs
▪ Debt can be issued on a taxable basis, (with subsidized rates) to allow for full  30% credit

10/9/2024

https://www.hinckleyallen.com/publications/irs-activates-registration-portal-for-energy-investment-subsidies-available-to-tax-exempt-entities/
https://www.hinckleyallen.com/publications/irs-activates-registration-portal-for-energy-investment-subsidies-available-to-tax-exempt-entities/
https://www.hinckleyallen.com/publications/final-regulations-for-energy-investment-subsidies-available-to-tax-exempt-entities/


49

Eligible Projects

 • Energy-Efficient Construction
• >20% total energy reduction

• Includes electrification and clean/low intensity heating measures like heat pumps

• Above-code building insulation measures including thresholds, doors, windows, etc.

• Renewable Energy Projects
• Solar PV & Wind Projects

• Emerging technologies including geothermal systems and microgrid networks

10/9/2024
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Case Study: East Providence

East Providence High School

• A $190 million school construction 
project, partially financed with a $28 
million EBF loan

• Includes energy conservation measures 
like low-energy lighting, heating, and 
cooling

• Measures projected to save the City over 
18 million kWh of electricity and almost 
$1 million on debt service payments

10/9/2024



Efficient Buildings Fund (EBF)
Attractive, long-term financing for the completion of energy 
efficiency and renewable energy projects

• Flexible loan structure
o Up to 15-year repayment terms

• Comprehensive scope – multiple projects in 
multiple buildings
o Projects include boiler upgrades, lighting, and 

windows
o Eligible buildings include schools and 

municipal buildings
o Financing for new construction of Town 

buildings (McHale Complex, Garage Addition)
• Loans are currently offered at 33% below 

borrower’s market rates
• Free engineering consulting assistance to help you 

prioritize your energy efficiency needs

Town of Westerly Public Works Facility
• Completed comprehensive building upgrades to the Lighting, 

HVAC and Roof
• Installed rooftop solar array 

51
10/9/2024
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Thank you!

10/9/2024





http://www.youtube.com/watch?v=P_Ot3r8Yq40&t=2708

