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Who we are

% |UNDAUNTEDK12

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.
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Awareness building

Thought leadership

Policy development &
advocacy

Coalition-building
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How States can support schools with Elective Pay

Build awareness & support peer learning about the
Inflation Reduction Act’s clean energy tax credits

Support planning & analysis that helps schools

understand the benefits of clean energy Preview from our
forthcoming
Align & increase state investmentin playbook for state
school infrastructure leaders.
Coming Fall 2024.

Remove friction and create incentives for clean energy
adoption in schools

Build capacity at all levels to advance clean energy
projects and maximize Elective Pay opportunities




How States can support schools with Elective Pay

Build awareness & support peer learning about the * Today’s

Inflation Reduction Act’s clean energy tax credits focus!

Support planning & analysis that helps schools
understand the benefits of clean energy

Align & increase state investment in
school infrastructure

Remove friction and create incentives for clean energy
adoption in schools

Build capacity at all levels to advance clean energy
projects and maximize Elective Pay opportunities




Clean energy not just for “taxpayers” anymore

Eligible equipment put into service

after January 1, 2023 qualifies for DIRECT PAY THROUGH THE
Direct Pay. INFLATION REDUCTION ACT

Cfftt » CLEAN ENERGY

The IRS uses the term “Elective Pay”
for the same concept.

© O O O

State, Local, and Territorial Tribal and Native Entities Rural Energy Cooperatives Other Tax-Exempt Entities

https://www.whitehouse.gov/cleanenergy/directpay/

Governments


https://www.whitehouse.gov/cleanenergy/directpay/

Schools are intended recipients of clean

energy tax credits
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FACT SHEET: Inflation Reduction Act
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FACT SHEET: Inflation Reduction Act Tax Credits Can Fund School Facilities Upgrades and
Reduce School District Energy Bills

Press Contacts

According to the U.S. Department of Energy, K-12 school districts spend nearly $8 billion annually on
energy costs, the second largest expense after teacher salaries. Aging facilities combined with
limited school budgets can result in deferred maintenance of facilities, with current estimates of

FACT SHEET: Biden-Harris
Administration Hosts First-Ever

White House Summit for Sustainable

and Healthy Schools

[}

Manchester Public Schools (CT) anticipates receiving $2.5 million in
tax credits from the IRS for installing ground source heat pumps and

solar panels at Bowers Elementary School in 2023.

°

Seattle Public Schools (WA) anticipates receiving $7.5 million in tax
credits from the IRS for installing ground source heat pumps and solar
panels at 3 elementary schools in 2023.

o

Williamsfield Schools (IL) anticipates receiving $100,000 in tax credits
from the IRS for 7 Electric School Buses funded through the EPA Clean
School Bus rebates and 11 Electric Vehicle charging stations that were
put into service in 2023.

See:
US Dept of Treasury Fact Sheet, Jan 2024
White House Fact Sheet, April 2024
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https://home.treasury.gov/news/press-releases/jy2016
https://www.whitehouse.gov/briefing-room/statements-releases/2024/04/26/fact-sheet-biden-harris-administration-hosts-first-ever-white-house-summit-for-sustainable-and-healthy-schools/

The proof points are starting to emerge

FACT SHEET: Biden-Harris
Administration Hosts First-Ever
Ahite House Summit for Sustainable

Manchester Public Schools (CT) d Healthy Schools
anticipates receiving $2.5 million in
tax credits from the IRS for installing

ground-source heat pumps and solar
panels at Bowers Elementary in 2023. O MR AN B SR e

Lqpls (CT) anticipates rece

Williamsfield Schools (IL) anticip

See:
US Dept of Treasury Fact Sheet, Jan 2024
White House Fact Sheet, April 2024
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https://home.treasury.gov/news/press-releases/jy2016
https://www.whitehouse.gov/briefing-room/statements-releases/2024/04/26/fact-sheet-biden-harris-administration-hosts-first-ever-white-house-summit-for-sustainable-and-healthy-schools/

The federal funding context for schools

Bipartisan Inflation Reduction

Infrastructure Law Act
Dec 2021 Aug 2022

. . .




Largest opportunity -> clean energy tax credits

Bipartisan Inflation Reduction

Infrastructure Law Act
Dec 2021 Aug 2022

. : .

...and they are available now!
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What’s so special about the clean energy
tax credits?

Cash
reimbursement

Non-competitive

Available until Unlimited

funding




The IRA provides funding for these clean
energy technologies

o ]
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| s ENERGY = VEHICLES
Clean heating Clean Clean energy Store clean
and cooling  transportation energy transport

*Just ground-source heat pumps, not air-source
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How clean energy benefits students and
school communities

STUDENT HEALTH &. RES"-IENCE f
LEARNING = '
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Resources that drill down on benefits of
clean energy for schools

A/\RMI %UNDAUNTEDK12

FOURTH EDITION
SEPTEMBER 2022

HVAC Choices for Student
Health and Learning

What Policymakers, School Leaders, and Advocates Need to Know

Electric Buses

Clean Transportation for Healthier
Neighborhoods and Cleaner Air

FRGNTIER GROUP %
US.PIRG =)



https://www.undauntedk12.org/hvac-rmi
https://generation180.org/wp-content/uploads/Brighter-Future_-A-Study-on-Solar-in-U.S.-K-12-Schools-1.pdf
https://pirg.org/wp-content/uploads/2018/05/Electric-Buses-National-May-2018-web-1.pdf

These non-competitive, unlimited tax
credits are available today to all schools

reE——

NSeneroy

: ‘ & i D
J Sec 45W: Sec 30C:
e : :
Commercial Alternative
Sec 48: ) )
Clean Vehicle Fuel Refueling
Investment Tax Credit Propert
Tax Credit PEerty

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

N N s
N N e
.._15




Tax credits can make clean energy the
most affordable option

Massachusetts - New School Construction Wisconsin - New School Construction
Investment Tax Credit Utility Incentives B Net Cost Investment Tax Credit W Net Cost
$12.0 $8.0
$10.0
$6.0
$8.0
(72}
£ 60 5 %40
E . E
4.0
$2.0
$2.0
$0.0
$0.0

Gas Boiler Grourid-soures Heat pumpe Gas Boiler  Ground-source Heat Pumps

Notes: See Amherst Fort River case study, a new construction project in Massachusetts.
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https://drive.google.com/file/d/1Xe99So7S_ys22lL8EU-XVlZbYc9Ub4qK/view

Oregon school district sees lower operating
costs with ground-source heat pumps & solar

Comparing operational costs

I Rome Corners Intermediate Oregon Middle School Forest Edge Elementary

$1.50

$1.16
1.25
3 $1.04

$1.00

$0.75

Cost per square ft

$0.50

$0.25

$0.00
2020-2021 2022-2023



Operational savings add up through time

A focus on efficient buildings with ground-source heat pumps has generated
over $15M in savings since 2005 in this Wisconsin school district.

$4,500,000 Estimated costs w/o
$4,000,000 energy program
$3,500,000
$3,000,000
$2,500,000
$2,000,000
$1,500,000 Actual costs
$1,000,000
$500,000
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Understanding the goals of the IRA

Labor Standards

Target Communities

Domestic Content

Prevailing wage and
apprenticeship requirements

GhIRS | E=

INFLATION REDUCTION ACT

Prevailing Wage &
Registered Apprenticeship

Overview &)

Overview: IRA Registered Apprenticeships:
o o
T ot
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Prevailing Wage:
e

Communities with coal closure,
unemployment, rural area, low-income
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See maps here, here and here.

Use of 100% domestic steel & iron and
% of manufactured products

BLUEGREEN
ALLIANCE

Domestic Content Bonus for Clean
Energy Tax Credits

The Inflation Reduction Act of 2022 offers a of color, contributing to economic and racial
historic investment in the clean energy economy,  inequality. Black manufacturing employment,
USS. manufacturing, and family sustaining jobs. for example, has fallen by 30% since the 1990s.*
Core 1 helkg e s ot c e b stk
jects. The law global industrial 3
also es(abllshes Several bonus credits that can be 25 energy-intensive manufacturing shifted to
layered on top of these base credits for projects  countries with lower environmental and labor
that meet certain requirements. This guide is standards and higher emissions.
focused on one particular bonus credit: the
10% domestic content bonus credit. The U.S.

The outsourcing of U.S. manulacmnn: also.

This legacy of outsourcing has contributed to

Treasury Department released interim guidance  deep U.S. dependency on highly concentrated
on this bonus credit in May 2023. Toaccess this  overseas supply chains for solar, wind, battery,
domestic content bonus credit, developers can  and other clean technologies. As we build the
rely on U.S.-made iron and steel and an array
of solar, wind, and battery components that

growing clean energy economy, we face a clear
choice. We can continue to hitch our climate goals
suwlv chains that are

See IRS gmdance here.
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https://www.irs.gov/pub/irs-pdf/p5855.pdf
https://www.irs.gov/pub/irs-drop/n-24-41.pdf
https://www.bluegreenalliance.org/resources/bluegreen-alliance-domestic-content-user-guide/
https://energycommunities.gov/energy-community-tax-credit-bonus/
https://experience.arcgis.com/experience/12227d891a4d471497ac13f60fffd822/page/Page/
https://experience.arcgis.com/experience/3f67d5e82dc64d1589714d5499196d4f/page/Page/

Prevailing Wage & Apprenticeship (PWA)

® Prevailing wage
O  Taxpayer, contractor or subcontractors must pay all laborers & mechanics at
least Federal prevailing wage (see SAM for wage determination)

® Apprenticeship Two Exceptions:

o By hours: 10- 15% of the total labor hours performed in the construction, 4  Under1MW AC
alteration, or repair of the facility are performed by qualified apprentices from

a registered apprenticeship program. K “Commence
construction”

O By contractor: Any contractor that employs 4 or more individuals must employ prior to 1/29/23
at least 1 apprentice

O By ratio: Maintain the daily ratio of apprentice to journeyworker as defined by
the registered apprenticeship program

® Application * Pre 2023 = 10%
o p i vt kers duri tructi df i 2 « 2023 =12.5%
revailing wage apply to workers during construction and for any repair « 2024 and beyond = 15%

alterations during first 5-10 years after system is put into service

20


https://sam.gov/content/wage-determinations

Where the project is located matters

Energy Community +10% Bonus Adder

)
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Mexico
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30C EV Chargin
Equipment Eligibility

Low-income Community
Bonus +10-20%
(competitive for solar &

Monterrey

wind projects only) mexico

21


https://energycommunities.gov/energy-community-tax-credit-bonus/
https://experience.arcgis.com/experience/12227d891a4d471497ac13f60fffd822/page/Page/
https://experience.arcgis.com/experience/12227d891a4d471497ac13f60fffd822/page/Page/
https://experience.arcgis.com/experience/3f67d5e82dc64d1589714d5499196d4f/page/Page/
https://experience.arcgis.com/experience/3f67d5e82dc64d1589714d5499196d4f/page/Page/

Domestic Content

e For project materials that are “made primarily of
steel or iron and are structural in function”, 100%
must be domestically produced

e For “manufactured products” a certain % must be
sourced domestically

40% in 2024
45% in 2025
50% in 2026
55% in 2027

o O O O

e Proposed guidance published May 2023. Additional
guidance w safe harbor option for selected
technologies published May 2024. Still awaiting
final guidance.

Y &Y &Y A
e A &Y A
- —— ——— "} N ;N
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https://www.irs.gov/pub/irs-drop/n-24-41.pdf

How do | calculate the size of my Investment Tax
Credit?

¢ All locations qualify for base credit. New construction and renovations qualify.

For what base and

What was the cost bonus credits does How did you pay for
of your project? your project the project?
qualify?

S Y & e
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What are eligible costs in a ground-source
heat pump project?

Eligible costs include every part of the mechanical
systems required to make a complete package
including:

e boreholes / wells
distribution piping
electrical,
controls,
heat pump equipment,
all required peripherals (pumps and VFD's, etc.)
labor.

What if it’s a hybrid system?

e |f 0-49% of energy used by ground source - No credit!
e |f 50%-100% of energy used by ground source - pro-rata credit




Base and bonus credits for Sec 48 ITC

70%

60%
OR
50%

[+)
Solar and Wind
40%

10%

(Tribal or Low-income)

2% Energy

0, .
T Community

Domestic
20%
Content
10% Projects over IMW AC in size must
meet labor standards to qualify for
0% 30% base credits and 10% adder. If they
Base do not, base credit is 6% and adders
Credit are worth 2%.

N N s
N N e
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Making adjustments for tax-exempt financing

A school installs a ground-source heat pump (220 tons*). The total cost of the
eligible equipment is $6M. The projects meets the domestic content
requirements.

Example: of eligible costs sourced through
tax-exempt debt

(30% +10%) = 40% = $2.40M

Base Domestic
credit content

Less 15% = $0.36M
Estimated tax credit = $2.04M

*Note: ~284 tons of GSHP is equivalent to 1 MW
. Y N e
I Y _26



Sec. 48: Investment Tax Credit - Example

Ground-source $10,000,000 40% 34% $3,400,000
heat pumps

Solar $2,000,000 30% 25.5% $510,000
Energy storage $500,000 30% 25.5% $127,500

Total estimated Investment Tax Credit $4,037,500




What is the process?

1 2 3 4
. . Complete your Complete your tax Receive direct
Put eligible ors - . o c
) tinto pre-filing filing with the IRS 4.5 deposit in
eqm.pmen registration with months after the close approx 45 days
service the IRS of your tax year* after filing

* First time filers (e.g. no filings in the last 10 years) can choose to file on a calendar year or fiscal year basis. See: 89 FR 17546


https://www.federalregister.gov/documents/2024/03/11/2024-04604/elective-payment-of-applicable-credits-elective-payment-of-advanced-manufacturing-investment-credit

An example timeline

February 5, 2024 Pre-filing
EV buses placed registration
in service with IRS District receives

payment ffom IRS
No later than

November 15, 2024
FY2024

CY2024
l Recommended by After return is
October 20, 2023 July 2024 File Annual Tax processed
Solar placed in service Return - Form 990-T (~45 days)
. Y & e
I Y Y e



What you will hear from districts

Questions on We’ll believe it
. Lers Concerns about :
viability of S when we see it.

policy risk. Does

the policy have
staying power?

technology.
Does it work in
my climate?

Have any
schools received
funds yet?

It’s a Concern about a
reimbursement. new process w
How do we pay the IRS. Who

for this upfront? can help?

We face local
constraints to
clean energy

Can | get my
credit amount
pre-approved by
the IRS?

How will tax
credit proceeds
be treated?
Where will they
be allocated?



What will catch people by surprise

PWA is not the
same as Davis
Bacon and it’s
more than just
wages

“Single Energy
Property” & 1
MW threshold

“No Excess
Benefit” rule

Interaction
between
domestic
content &
Elective Pay

Getting OEMs to
“play ball” on
domestic
content

What is
“Commence
Construction”?

Calendar year vs
fiscal year
filings

e-Filing &
software
providers




Key resources (in order of learning curve)

Quick overview

_:_' Beyond Grants: Federal Funding for Schot. = #

ion Act & Schools

—=2iz5 ActlonsL ’

«,Every\Dlstrlct Should Take Now

Tips for getting started

UNDAUNTEDK 12

Annotated tax forms

“Wizard” of eligibility

= . Weoep ENERGY _ n—
@ snimtrcn =
il D@stm 3 EREER ﬂ
Guiding Tax-Exempt Entities As They Navigate . =T v
IRA Tax Credits for Their Clean Energy Projects )

“Going Deeper” w DOE



https://drive.google.com/file/d/1_hauK1ZF5t3DWE90mSbGk6oTN0TruPEg/view?usp=sharing
https://youtu.be/WY8uMrjySPk
https://cleanenergytaxnavigator.org/
https://youtu.be/ayA4g0SnEsI
https://www.gfoa.org/lighthouse-cohort-partner-resources

s s " Eligible Energy Property
Clean Energy Investments Eligible for IRA Elective Pay M Energy Storage
‘ B Ground-source heat p...
Solar

1o |

! COMING SOON!
= °
(Y
yrth
4 Kota
Minnesota
()
O)
South A z A ioah
DAt Wisconsin District: Menominee Indian School District
) School/Site Name: Menominee Nation High School
® Eligible Energy Property: Ground-source heat pumps
} Start Date  Project Status
Null Commenced
[ ] construction/Purchased (ESB)
lowa
() ®

Nebraska

Tell us about Elective Pay projects in your state!
https://forms.gle/UYfWVjKLigal7V8d9



https://forms.gle/UYfWVjKLigaL7V8d9

Thank you!

C00L SCHOOLS HAVE HEAT PUMPS

Sara Ross, Co-founder
sara@undauntedki2.org

7UNDAUNTEDK12

NICOLE KELNER
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