How Do I Claim My 2016 Federal and South Carolina
Investment Tax Credits for My Renewable Energy
System?

If you have recently purchased a renewable energy system, such as a solar photovoltaic (PV),
a solar thermal heating and cooling system, or if you are considering investing in a system,
the following is a brief step by step guide to assist you in filing and claiming your tax credits
related to your system on your Federal Income Tax Returns.

(Note: If you purchased a renewable energy system prior to calendar year 2016 and have claimed tax
credits in prior income tax years, and you have unutilized or carry-forward for your Federal or state
income tax returns such as North Carolina income tax returns, please contact us and ask for a copy of
our 2016 Credit Carryforward Guide.)

2016 Federal Income Tax Return Credits

Step 1: Gather Your Renewable Energy System Invoices. You will need the total invested in your
renewable energy system (i.e. the cost you incurred during the tax year for the installation and
operation of your system). This includes all your invoices or cancelled checks documenting your
payments. Determine your total cost of all invoices as you will need to report that number later for the
credit calculations.

1. Total Cost Incurred to Acquire System:

Step 2: Prepare your 2016 Federal Income Taxes as routinely done in previous calendar years. You
will need to know your income tax liability (Gross Income—from employee wages or
businesses/partnerships/etc., Adjusted Gross Income, Itemized or Standard Deductions and any other
adjustments) as you would any routine tax year. Prepare your income taxes without the consideration
of the renewable energy system purchased during the year. This should produce two key tax numbers
from your Form 1040, Page 2 you will need for your Federal tax credit claim:

1. Form 1040, Line 43: Taxable Income:

2. Line 47: Total Tax Liability (Sum of Lines 44-47):
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Step 3: Prepare your 2016 Federal Tax Credits. You will need the version of Form 5695, Residential
Energy Credits that corresponds with the tax year of your investment. A partial picture of the 2016

form is shown below as an example:

DVE Ne =007
—.5695 Residential Energy Credits e
¥ Information aboat Form 5605 and it 50parato INstructions is at wivw.irs. gov/ formSE05,
b Mg > ARtach to Form 1040 or Form 1040NR.
Namaia| eown on retum Your socasl securety namber
Residential Energy Efficient Property CradR (See insuctions before completing this part.)
Note: Skip Ines 1 through 11 If you only have 2 credit carryforward from 20165.
1 Qualified soler dectrio property costs 1
2  Qualified solar water haating property costs 2
3 Quaiified snall wind ancegy proparty costs 3
4 Ouiified gectharmal haat purmp property costs 4
6 Addlinos 1 through 4 . 5
€ Mutply tnaat:yw%n‘oa?- .. )
7o Qualified fust coll proparty. Was quniﬁon fud call p”party installod on or in connaction with y your
main home located in tha Unitad States? {See instructions) > |7a|OYes [ONeo
Caution: If you checkad the No” bax, you cannot tako o cradit for qudt'r.d 'uol ccll proparty.
Skip lines 7 through 19.
b Print the complala addrass of tha man home whare you mstallad the fusl call property.
flurber arct sroet U Ne
Coty, State, wrd OP code
8 OQuiified fucl coll propartycosts . . . _ . A rr <
9  Mutply fine 8 by 30% {0.30) ~F : ; S
10  Kiowatt capacity of property on fine 5 above P x $1000 |40
41 Ertorthe amaller of ina 8 or line 10 11
12  Crodit camyforward from 2010, Enter the amourt, # arry, fom your 2015 Foem 5088, line 10 12
13 Addiines 6,11, and 12 . 13
44 Limaation basod on tax liabiity, Entar the amount from the Rasidensal Lrag, Eficiont Proparty
Crodit Lirn#t Workshoot {sc0 instnuctions) : 14
15 Rosidontial energy officient property crodit. Entar tha smallar d finc 13 or hc 14. Abc includs
this arnouwnt on Form 1040, line 53; ochrm 1040NH, Ine 50 15
16 Crodt camyiorward to 2017, if lino 15 is loss than fine 13, subtract
limo 15 fromiine 13 . . ! - - |16| I
mwmktmmmmmm Coe. No. 132400 Farm 5695 ey

Step 3A: Please be sure to enter your Name, SSN as shown on the return at the top of Form 5695 if

not automatically filled in by your preparation software program.

Step 3B: With your total investment costs (from Step 1 above), enter your total investment on Line 1

if you have a qualified solar PV system OR enter your amount Line 2 if you have a qualified solar

thermal heating and cooling system on Form 5695.
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Step 3C: Follow the form to add lines 1 through 4 on line 5, then multiply line 5 by 30% and enter the
value on Line 6 and on Line 13. Proceed to Line 14.

Step 3D: Enter your Tax Liability on Line 14 (from Step 2 above—Line 47 from your Form 1040).
Follow from through Line 15.

Step 3E: Enter the smaller of Line 13 or Line 14 on Line 15. Congratulations...This is your 2016 Federal
Tax Credit. If Line 13 is larger than Line 15, enter the difference on Line 16. This is carryforward to your
2016 income tax return. (Note: If you use a tax software system such as Turbo Tax™, TaxAct™, or H&R
Block™, your system will retain this carry forward information to include in your 2017 tax information.
You will need to file this form again for 2017, and the carryforward amount for this year’s (2016)
difference will appear on line 12 of next year‘s 2017 form. )

Step 4: Transfer the tax credit amount on Line 15 back to your Form 1040 Line 53. Your Residential
Energy Credits will reduce your Tax Liability on a dollar for dollar basis, as it is summed on Line 55.
Subtract Line 55 from Line 46 on Line 56.

Form 1040 (2010) Page 2
383 Amount from line 37 (adjusted gross Income] . T SSESETE Y : 38
Taxand 298 ©Check | [ You were bom betore January 2, 1952, [ sina. | Totai boxes
Credits it [ spouse was bom before January 2, 1852, [ Blnc!. checked ™ 392
b Ifyour spouse itemizes on & seperate ratum or you were a dual-status slien, chack hare®  300[T]
Standard _40  emized deductions {Yom Schedule A} or your standard deduction {see left margin) g 40
for— 41 Suotract line 40 fromiin@ 36 |, . 41
* Pecplewho | 42 Exemptions. tine 32 15§89 Sssscaess.mm\un‘souymwmo-m&a erem;s see nstuctions | 42
gheckany | 43 Taxable income. Subtractiine 42 from ine 41. It ine 42 is more tan fine 41, enter -0 43
mﬁw of | 44  Tax (see hstnuctions), Chack fany from: @ [ Form(s)8814 b [JForm4g72 ¢ [ 44
glm = | 45 Amtemative minimum tax (see nstructions). Attach Form 6251 45
see 46  Excess agvance premium tax cradt repaymeant. AHach Form 8962 : 46
instructions. | 47 Add Iines 44, 45, and 46 o o : > |47
;‘:’;':": 488  Foreign tax credit Attach Form 1116 i required . 48
M:rv:?ﬂlmg 49 Credit for child and dependent care sxperses. Attach Form 2441 43
$h"" |80  Ecucation credits from Form 8863, Ine 18 50
Momied filing | 51  Retirement savings contributions credit. Attach Form 8880 51
e 48 §2  Chid tax credit. Attach Schedule 8812, It required. . 52
g{”g}_’f’? §3 Residential energy credts. Attach Form 5685 . . _ 53 <
Heod of 54 OhercreaistromFoe a (13800 p O 8801 ¢ O 54
23"_,"‘_%' 65 Add Ines 48 through 54. These are your total credits =5 % . 55 <
\ J B8  Subtract iina 55 from lina 47. If Une 55 1s more than line 47, anter 4:)- 3 L
57 Set-employment tax. Attach Schedule SE ey 57
Other §8  Unreportea soclal securtty and Medicare tax from Form:  a [] 4137 b [] 6918 58
Taxes 59  Aodltional tax on IRAs, other quaified retiremant plans, efc. Attach Form 5324 if required 59
80a Housenoid employment taxes from Schaduis H . 60a
b First-ume homebuyer credit repaymant. Attach Fomm 5405 It requlm : ; 60b
61  Haalth care: Individuat responsility {see Instructions)  Full-yeer coverage [] . . 61
62 Taxestrom: a [Jromesss b [Jromesse ¢ [Jinstructions; antercodels) 62
63  Add Ines 56 through 62. This IS your total tax . s ESe ‘ > | 83
— - ! ! !

Your ‘Other Taxes’ which are included on Lines 57 through 63 and any Tax Payments (Lines 64 and 74)
are then calculated based on your tax situation, estimated or quarterly tax payments, employee
withholdings, etc.
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Congratulations again....you have completed your Federal Tax Credit Claim. Please finalize and
review your return and be sure to file your Federal Return as routinely done in previous years.

Important Note: These same steps apply for taxpayers who file their returns electronically.
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2016 South Carolina Income Tax Return Credits

Step 1: Similar to Federal Step 1, know your total cost of the renewable energy system incurred.

Determine your total cost of all invoices as you will need to report that number on the forms below for
the credit calculations. You will use the same cost amount for the South Carolina tax credit calculation.
Do not reduce your total cost by the amount of your Federal tax credit.

1. Total Cost Incurred to Acquire System:

Step 2: Prepare your 2016 South Carolina Income Taxes (SC1040) as routinely done in previous
calendar income tax years. You will need to calculate your state income tax liability (including any other
state adjustments) as you would routinely. Prepare your SC income taxes without the consideration of
the renewable energy system purchased during the year.

2. South Carolina Tax Liability (Without Tax Credits) :

Step 3: Prepare your 2016 South Carolina Tax Credits. As an overview of the process, you will need to
first report your claim on Form SC-SCH.TC-38 which is specifically for taxpayers who made
investments in renewable energy property. You will then transfer the SC tax credit amount to
SC1040TC for 2016 which summarizes all tax credits. After the SC1040TC, you will then finally transfer
the SC tax credit to the SC1040 for the income tax return.

Let’s get started.

First, you will need the 2016 version of Form SC-SCH.TC-38: Solar Energy or Small Hydropower System
or Geothermal Machinery and Equipment Credit. This is a partial picture of the 2016 Form SC-SCH.TC-
38 as an example:
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STATE OF S0UTH CAROLIMA
DEPARTMENT OF REVEMUE SC SCH.TC-38 _I

i  SOLAR EMERGY OR SMALL HYDROPOWER SYSTEM {Rew. ATI1E]
OR GEOTHERMAL MACHINERY AND EQUIPMENT CREDIT 3430
Abach to your Income Tax Retum 210
harress A Shaowrs On Tax Retum EEN or FEM

Type of Syaiem Installed (check ong)

|:| Solar energy sysiem (must be cerified for perffomance by the nonprof® Bolar Rating and Cerification Corporation (SSRGS ora
comparabie entity endorsed by the Stabe Enengy Cifice]

D 2mall hydropsseer System (must be instaled on o after July 1, 2008)

|:| Cerification Reguiement for Solar CredE. | have the cerifficaton for perfomanoe by SRCE or & comparable enfEy endorsed
by the Stabe Enengy CriTice

D eothemral machinery and sguipment (muct b Iinctallsd on or afhsr Januany 1. 2818

Inatallation of Solar Energy Credit Computation

1. Costimcurmed in insSslling solar emergy Sysiemms or geothemmal machinery and squipment placed in

service during Fe= faor year in facllies In South Campiina owned by e tarpayer .. ... ... .. . &
2. Mazimom credE smounl. Muibtpdy Ine I by 258% {025). ... ot e i s s 2 ¥
3. Enier Fe= amount camied forsad fom previous tar years - L. o o Lo ... ... 3. %
B I 3T T T A
5. $3. 00 anmeal oredl edk . - . L e e e e e 5. ¥
5. Maximum singl= year credit amount. Muibply lime S by e mamiberof faciibdes - . . .o .. ... 5 ¥
T. Emier e lesserofilimes d amd S ... .. ..o i i e i am et 7. ¥
B, CLmEnb pEmr B30 DI . . o .. e e e e e e e e e e e e e e e e e e 5
5. Current year credit BnE MBaifbphy e 8 by SO0 00500 © - - - .. .o .. i .... 8. ¥
1. Erter e smalisr of lifes 7 and 9. This Is your cument year credil. Emer Shis amount on e

appropriste taw oredl sChedLeE | . .. L L e e acaeaaaan 10. §
11, Lime= £ e e 10, Unused oredis may be camrisd fonsesd for up o 100peas ..o ... R I 1

General Information

Code Sacton 12-5-3557 provides a Oofporate o Individual x credit of 25% of the costs Incurmed by a taypayer in the purchas:s and
nstalistion of a sclar enengy sysiem or small hydropower sysbermn for Peafing water, space heating, air cooling, erergy-eMoent
daylighting, Feat recamaton, energy-=Moent demand resporse, oF e genemabon of skedrcity in or on a fadisy in South Carolina
and owned by e tavpayer. The laxpayer may Rt oalm the credit before Instailation ks compiste, The amount of Bhe cred® In any year
may not excesd §3,500 for each facilty or 50% of the tpayers tx BEabily for that tax year, whichever Is l=ss. ¥ the amount of the
creds aycesds 53,500 for sach Ssciity, the @xpaysr may cary forwand e exosss for up 1o 10 years.

Beginning Janeary 1, 2018 Code 3ection 12-5-3587 provides an Individual taox credit of 25% of the costs ncured By a Srpayer for
use I the taxpayers recidencs Sor parchiases and instalabon of gecthermal machimery and =quiprnent. The Sapaysr may not clam
the cresit before installaticn s compisis. The amount of e oredit Inoany yEar may nof ezossd 53,500 or S0% of the aspayers ax
Iah ity for Bt year whickeyer i ess. 1F s amount of e oredE esceeds 53,500, e axpayer may oy fonsand e encess for up o
10 years

Cautionl The credit for & small ydropowsr Sysbem may be climed conly ® the sysiem was instslled on or after July 1, 2009,

Step 3A: First, be sure to enter your Name, SSN, and select the Type of System Installed (Solar Energy
System) in the first section of Form SC SCH.TC-38.

Step 3B: With your total investment costs (from Step 1 above), enter your total investment in the
second section 2, Line 1.

Step 3C: Multiply line 1 by 25% and enter the value on Line 2 and Line 4.

Step 3D: Enter the Annual Credit Limit amount of $3,500 on Line 5 and multiply the Line 5 amount by
the amount of facilities (system installations) that you installed in 2016 on Line 6. Enter the lesser of
Line 4 and Line 6 on Line 7.

Congratulations! You have just calculated your available South Carolina Tax Credit for 2016.
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Step 3E: Enter your South Carolina current year tax liability (as discussed in Step 2 above) as routinely
calculated on Line 8 and then calculate the current year credit limit. Multiply Line 8 by 50% and enter
on Line 9. Enter the smaller of Line 7 or Line 9 on Line 10. This is the amount of the South Carolina
Tax Credit that you will transfer to Form SC1040TC.

Step 3F: Enter Line 4 minus Line 11 (if necessary). This is your unused South Carolina Tax Credit that
you will carryforward to your 2017 South Carolina return (and future returns for up to the next 10
years). Note: If you use a tax software system such as Turbo Tax™, TaxAct™, or H&R Block™, your
system may retain this carry forward information to include in your 2017 tax information.
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Form SC1040TC

For the second step in reporting your tax credits on your income tax return, you will need a copy of
the Form SC1040TC, Summary of Tax Credits Limited to 50% of Tax that corresponds with the tax year
of your investment. This is a partial picture of the 2016 Form SC1040TC as an example:

I |11 (111 T |

7N DEPARTMENT OF REVENUE SciouTC
by 2016 TAX CREDITS ol
HAME TOUR SOCIAL SOOURITY HUMECR

»

Mozt of fese credits ane computed on separate forms. Atiaoh the appropriate oreci formdc) andior 3C1040TC Workcheet to the
ECT0S0TC and SC10440. Crediic may be dicallcwed If nacescary cohedulec ane not attached fo your refurn. For Ines £-15, enter
credi description and associaied code from S following Information, along with the dollar amount of e credi claimed

Cradh Decoription Coda Arrn
Attach To SC1040

. Total Credit for tares paid o another stage
iataoh 301 040TC workshaat for sach state) ... 1. 100 ks .00

2. Camyover of urused qualfed cred®s . 2. 101 | 00

Excess insurance Premium Credi 3. Das " 3 00

4. Mew Jobs Credht &, oo 3 00
. Qualfed Conservalion Confribution Credit ... . 013 L 00

n

e _SOLAR ENERGY EQUIPMENT CREDIT = |» _038 b s N.”NN_DQ<_ [
7 7 b P s 00
g 5k {3 00
5 3. [p | 3 .00
o 0. | .00
1. [p | 200
12 12. | 3 00
k| 13. [ ko .00
14 1 P | 3 00
15 15, [ ] .00
16. Tokal Non-mfundabls Tax Credite. Add amounds Brom Bnes 118 ..o 58 ”-NNN.DI:]‘_ _
17. Enter the tay fom 221040, ine 10 ... 7. % .Dﬁ_ —

8. Enter the lesser of line 16 or 17. Also, enter Sils amount on B 3C1040, Ine 13
I fling & Fiduciary income tax retem, snber this amount on 3C1041, line 10 ............ 18. ] 00

B 1040 Fllers: Afach s form and a compiete copy of your federal retum o your SC1040. F dalming credi for taxes paid o
another state, also InChude & copy of sach of B ofier strbe's by retum.

BC1041 or BC1SEE Fllars: Altach this form o your Flduciary imoome tay refum 301041 or your Parnership retum of income 3C1065.

Step 4A: Please be sure to fill out the top of the form with your full Name, and SSN information.

Step 4B: Please fill in Line 6 with “Solar Energy Equipment Credit” for the Credit Description, and
“038” for the Code as illustrated in the example above. Please enter the amount of your South
Carolina Tax Credit in the Amount column for Line 6.
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Step 4C: Total all South Carolina Tax Credits on Line 16.
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Form SC1040

For the third and final step in reporting your tax credits on your SC income tax return, you will need to
transfer your tax credit amount from the SC1040TC to page 2 of your income tax return, the SC1040.
This is a partial picture of Page 2 of the 2016 Form SC1040 as an example:

LU L a—
INCOME AND ADJUSTMENTS 2016
1 Enter federal taxable income from yoor federal form. If 2650 Of less, entes 200 hare. Dollars
Nootesident flers complete Echecuin NR snd enter 1otal hom §re 50 o We 2 betow AR 00
ADDITIONS TO FEDERAL TAXABLE INCOME
PR T T L ot T —— Pl 0
b Cut-of-atute eses [Ses retuctorn) THPE Pl
¢ Expenses refated to Natong! Cusrd and Mitary Reserve noome ¢ 0
d Irterest income on obigatioos of sates and poltcal scbavisions other
than South Caroing d 0
e Other adStons 19 boome AR @0 so@lenalion (Ses nenesors) P e 0
2 A nes a Doough @ and enter the 1ot hare. These are your otal additions 2 00
3 AX Soes 1 and 2 and enter the 1ol bere 3 00
SUBTRACTIONS FROM FEDERAL TAXABLE NCONE
T Sune tax refund, I incuded on your Tederdd retum | A 0 Doltars
9 Total and perrmrent Soalilly relyemant hiome, If lexed on your federal mump | g 0
A Cut-of-atute Roomedigan - Do not Indiude SOnonsl Senice INCOme e ety
Check type of incomelgein: [] Rectal [] Busbess [ Other P n 0
| &8% of net caplal guing hekd 120 mone Dl one yosr (Ses retwctons) | AR 0
I Volurtesr detuctions (See atnctions) Tyge > 0
K Coctriutions 1o the SC Collage bwestment Program { Fulure Scholee’) I
of e SC Tullion Pressyment Program (See netructzo) | DR 00
I Active Trade of Bushess Income deducion (Ses imtnstons » | I%
= nferest noome fom otiigations of the US govenment m
a Cetan nortaxabie Naonal Quard o Reserve Pay (Ses rebuctiond | B
© Social seourly andior rakoad retesment, If taced on your fodare reum | B 00
P R Deduction (Ses
1 Taxpayer date of bt | A" 00
p2 Epouse datecfmmn > & 00
p-3  Surviving soouse date of birm of ¢ d apouse p-3 00
Miitary Reti Deduction [See
p4 Tarpeyer date of bt L =] 00
PS5 Spouse dale of D | 3]
P8 Sundving spouse date of it of ¢ 1 spocse ps 00
9 Age £5 and cider $dution {Ses retuctions)
g1 Taepayer date of i P lat 00
G2 ESpouse dae of bith P a2 oo
¢ Negatve aneurt of federd laxatie roame 13D |00
3 Subaetence alowance ______ days 5800 | B
1t Dependents under the age of § yean 0o December 37 of the tax year | B 00
u Consumer Frolection Setvices P lu 00
¥ Othef stiractions (See wrusons) LA 00
4 A es | through v and erter Tere These am your ol subtractions »la < 00>
5 Resicents subiract ine & from Soe 3 and enter the dfference. Nonrenidents enter amount fom Scheduie N,
e 50 1 less thae 2em, enter 2e00 here This Is your South Casoling INCOME SUBJECTTOTAX D | 5 {00
S TAX ecle tax froen SOUTH CAROLINA tiee tabsies B 0
T TAX on Lumng Sum Dislniafion (Atecs SCARS 1 3 Y 0
& TAX on Active Trade o Suainess Noome At |-53% | B 0
9 TAX oo excens withdrawals Yom Catastrophe Savings Accounts Pl
10 A foes S theough § s0d entet De id here This is your TOTAL SOUTH CAROLINA TAX | 19 100
11 Chikt end Dependert Care (Ses bwrutona) » |t 0
12 Twe Wage Eamer Credt (tes mtucsons| P2 0
13 Ceher non-rafundalie credits. AZach SC1020TC and ofher slate refunys) | 2RSS &
14 TOTAL non-refandatie coedin. AGd fien 11 Biroagh 13 and enfer De totsl here 2 oo
15 SUSTRACT ine %4 from §ne 10. Enter T Cifferance BUT NOT LEES THAN ZERC here 5 00
| |

Step 5: Enter your South Carolina Tax Credit claimed for 2016 (from your SC1040TC Line 10) on Line
13 of your South Carolina Income Tax Return (Form SC1040) on Page 2, Line 13. This is a dollar for
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dollar reduction of your SC income tax liability. Proceed to complete your tax return and sign as in any
routine tax year.

Congratulations once again....you have calculated and claimed your available SC Tax Credit
claim for 2016.

* ok k k

Please consult your tax advisor for specific questions on the renewable energy investment tax credits
and incentives. You may also consult the Database of State Incentives for Renewables & Efficiency
(www.dsireusa.org) which provides comprehensive information on state, federal, local and local utility

incentives and policies.

For further information or any additional questions, please contact:

LUCAS

TAX + ENERGY CONSULTING

Randy M. Lucas, CPA
Lucas Tax + Energy Consulting
Ph. 704.968.5506
Email: randy@lucastaxandenergy.com

©2017 Lucas Tax + Energy Consulting. All rights reserved.

IRS CIRCULAR 230:

To ensure compliance with requirements imposed by the IRS, we inform you that any U.S. federal tax advice contained in
this communication (including any attachments) is not intended to be used, and cannot be used, for the purpose of (i)
avoiding penalties under the Internal Revenue Code, or (ii) promoting, marketing or recommending to another party any
transaction, or matter addressed herein.
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