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Residential Energy Credits

Part | of Form 5695- Residential Energy Efficient Property Credit, is available for taxpayers who pur-
chased qualified residential alternative energy equipment, such as solar hot water heaters, geothermal
heat pumps and wind turbines. This part of the form is out of scope. Taxpayers that have these ex-
penses should be referred to a professional tax preparer.

Part Il, Form 5695 - Key points about the Nonbusiness Energy Property Credit:

o A total combined credit limit of $500 ($200 limit for windows) for all tax years after 2005.

o The maximum credit for residential energy property costs is $50 for any advanced main air
circulating fan; $150 for any qualified natural gas, propane, or oil furnace, or hot water boiler;
and $300 for any item of energy-efficient building property.

. The credit applies to:

e Qualified energy efficiency improvements such as adding insulation, energy-efficient
exterior windows and doors, and qualifying metal or asphalt roofs (doesn't include
labor costs for onsite preparation, assembly or installation)

¢ Qualified residential energy property improvements such as energy-efficient heating
and air conditioning systems. For a complete list of items see Form 5695. (includes
labor costs for onsite preparation, assembly, or original installation)

o The improvements must be made to the taxpayer’s main home located in the United States
(must be existing home).

o Qualifying improvements must be placed into service by the taxpayer during the tax year.

o Expenditures which are made from subsidized energy financing can't be used to figure the
credit.

o The credit is taken on Part I, Form 5695. See Form 5695 and Instructions for more information.

Note: Not all ENERGY STAR products qualify for a tax credit. Beginning in 2016, exterior doors, exterior
windows, and skylights will only be eligible for the nonbusiness energy property credit if they meet or exceed
the specific requirements of the version 6.0 Energy Star program. For detailed information about qualifying
improvements, visit the U.S. Department of Energy’s EnergyStar Web site https://www.energystar.gov/

Manufacturers must certify that their products meet new standards and they must provide a written
statement to the taxpayer such as with the product packaging or in a printable format on the
manufacturer’s Web site. Taxpayers should keep a copy of the manufacturer’s certification statement
and receipts with their other important tax records.
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