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Inflation Reduction Act (2022)

The Inflation Reduction Act (IRA) could easily be renamed the “Enabling the Transition to a Low Carbon

Economy Act” because of its many incentives for renewable energy.

The IRA, passed in 2022, provides in excess of $500 billion in funding to fight inflation by investing in
domestic energy production and manufacturing. The revenue raised to pay for the funding comes from
corporate minimum tax, prescription drug pricing reform, IRS tax enforcement, and carried interest.! The
funding is in form of tax incentives, grants and loan guarantees made available through governmental
departments including the Environmental Protection Agency (EPA) and the Department of Energy (DOE). ?

Many of the programs are scheduled to remain available for 8+ years. 3

It is estimated that the IRA will provide $369 billion in direct investment for energy security, reduction of

carbon emissions, increase in energy innovation, and support underserved communities. *

The IRA is also providing the DOE $1 billion in funding to help state and local governments upgrade their
building codes to boost energy efficiency. This money will support the implementation, and enforcement, of
the new energy efficiency codes and standards. The focus is on adopting the 2021 International Energy
Conservation Code (IECC) for residential buildings and the ANSI/ASHRAE/IES Standard 90.1-2019 for

commercial buildings (or similar codes with similar energy savings).®

The IRA aims to reduce in emissions by 40% by 2030. The legislation includes financial incentives for:

retrofitting buildings with cleaner appliances and better energy standards
e introducing clean vehicle fueling sites (i.e., charging stations)

e financing carbon capture projects

e installing solar, and other clean energy projects

e creation of new renewable energy projects

The IRA certainly opens the door for more investment into decarbonization but there are also considerations
for human capital. An interesting feature of the IRA is its support for a prevailing wage and the requirement
for apprenticeship programs. There is also a focus on creating projects in low-income communities to help
improve access to clean energy infrastructure. This is a win/win situation where tax credits for owners and

suppliers leads to benefits for workers and local residents.
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Key Opportunities for Real Estate Companies

SECTION 179D:

AECTION 306 SECTION 48: ENERGY EFFICIENT
VEHICLE REFUELING INVESTMENT TAX CREDIT (ITC) COMMERCIAL BUILDINGS
DEDUCTION
Applies to out-of-pocket costs Extend ITC for solar property An existing deduction for
for electric vehicle until 2024. Technology-neutral commercial owners. Building
infrastructure i.e. charging in 2025. must increase its efficiency by
stations. 25%.
Includes energy storage
Applies to the unit not the technology. Applies to HVAC, lighting and
location. building envelope.
Credits include: Credits can include: Deductions can include:
} + Base tax credit of 6% + Base tax credit of 6% + Base deduction is $0.50/sq. ft.
. ) with scope to increase $0.02/sq.
+ Bonus credit of 30% if meets ft

+ Bonus credit of 30% if wage and apprenticeship
meets wage and requirements
apprenticeship requirements +Bonus deduction is $2.50/sq. ft.
if meets wage and
apprenticeship requirements with
scope to increase to a maximum
of $5.00/sq. ft.

+10% ITC if project is located in
an energy community

+10 solar/wind located in a low-

income community
} Tax credits can be paid Tax credits can be paid .
directly or transferable to an directly or transferable to an Three-year cap on deductions
unrelated party unrelated party

Source: Collated data from Holland & Knight. (2022 August 17). “The Inflations Reduction Act: Summary of the Budget Reconciliation Act”.

There are three key opportunities available in the IRA for REITs. Section 30C provides tax credits on
Alternative Vehicle Refueling (i.e. investment in charging stations). Section 48 which extends existing
Investment Tax Credits to solar properties. Section 179D gives deductions for energy efficient building

renovations.

REITs pay no corporate tax so traditional investment tax credits have not been very useful. Critically, the IRA
allows for the renewable energy tax credits to be transferred to third party entities in exchange for cash. This
allows tax-exempt entities, including REITs, to take advantage of them, thus opening up more opportunities

for direct investments in renewables.

REITS can take advantage of Section 30 and Section 48 by selling the credits or using the credits to make
investing in smaller renewable energy projects profitable. “Stackable” bonus credits mean a company could
potentially receive a maximum of 60% credit back on their investments into clean energy. And starting in

2023, REITs and tax-exempt buildings can also take 179D deductions, further expanding its use and value.”
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How are REITs looking to use the provisions of the IRA?
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These three REITs from different real estate sectors share how they are evaluating opportunities in the IRA:

UMH Properties’

Residential

UMH Properties owns and operates
135 manufactured home communities
mostly along the eastern seaboard and
the US southeast. UMH is focused on
providing more affordable housing
solutions for low and middle income

Americans.

If UMH invests in community solar or
installs renewable energy generation
projects before 2024, UMH could benefit
from the Section 48 Investment Tax
Credit (ITC) which allows project owners
or investors to be eligible for tax credits.
Ultimately, residents could benefit from
the onsite energy systems with lower

utility bills.
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Regency Centers®
Retail

Regency Centers is a retail REIT with
over 400 shopping centers across the

us.

Regency sees the biggest potential for
their business is the extension of the
existing renewable energy investment
tax credits, and more importantly, the

transferability of these tax credits.

The IRA includes incentives for the
installation of EV charging stations.
While Regency does not invest directly
in EV charging stations, their EV
partners and suppliers should be able
to take advantage of these incentives.
More EV charging stations can increase
demand and potentially increase rents

for parking spaces at Regency centers.

=

Iron Mountain’

Infrastructure

I[ron Mountain owns data centers in 60
countries helping customers store their
valuable digital information. Iron
Mountain is a member of RE100 - a
global corporate renewable energy
initiative bringing together hundreds of
businesses committed to 100%

renewable electricity.

The IRA contains incentives to build
offshore wind farms, solar, replace
combustion vehicles with electric
vehicles and build out the EV charging
infrastructure. Iron Mountain stands to
benefit from these provisions as furthers
its goals of procuring 100% clean
energy and converting their vehicle
fleet to EVs.
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7UMH Properties is 0.14% of the Vert Global Sustainable Real Estate Fund (VGSRX) as of March 31, 2023.

8Regency Centers Corp is 1.32% of the Vert Global Sustainable Real Estate Fund (VGSRX) as of March 31, 2023.

%Iron Mountain is 2.20% of the Vert Global Sustainable Real Estate Fund (VGSRX) as of March 31, 2023.

The Vert Global Sustainable Real Estate Fund holds publicly traded REITs.

Fund holdings and sectors are subject to change at any time and should not be considered a
recommendation to buy or sell any security.

Mutual fund investments involve risk. Principal loss is possible. Investors should be aware of the risks
involved with investing in a fund concentrating in REITs and real estate securities, such as declines in the
value of real estate and increased susceptibility to adverse economic or regulatory developments.
Investments in foreign securities involve political, economic and currency risks, greater volatility and
differences in accounting methods. A REIT’s share price may decline because of adverse developments
affecting the real estate industry. REITs may be subject to special tax rules and may not qualify for favorable
federal tax treatment which could have adverse tax consequences. The Fund’s focus on sustainability may
limit the number of investment opportunities available to the fund and at time the fund may under perform
funds that are not subject to similar investment considerations.

The Vert Global Sustainable Real Estate Fund's investment objectives, risks, charges, and expenses must be
considered carefully before investing. The statutory and summary prospectuses contain this and other
important information about the investment company, and may be obtained by calling 1-844-740-VERT or
visiting www.vertfunds.com. Read carefully before investing.

The Vert Global Sustainable Real Estate Fund is distributed by Quasar Distributors, LLC.
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