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IRS Circular 230 DisclosureIRS Circular 230 Disclosure

Pursuant to U S Treasury Department RegulationsPursuant to U.S. Treasury Department Regulations, 
we are now required to advise you that any federal 
tax advice contained in this communication is not 
i d d b h P C h Cintended by the Presenter or Cohen & Company, 
Ltd. to constitute a covered opinion pursuant to 
regulation section 10.35 or to be used for theregulation section 10.35 or to be used for the 
purpose of (i) avoiding tax-related penalties under 
Internal Revenue Code or (ii) promoting, marketing, 

di h l dor recommending to another party any tax-related 
matters addressed herein. 
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Renewable Energy PropertyRenewable Energy Property

• Components of a successful project• Components of a successful project
– Treasury subsidy

• I t t T C dit• Investment Tax Credit, or 
• Section 1603 Grant

Bonus depreciation– Bonus depreciation
– Favorable state energy law

Financing– Financing
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ITC / Section 1603 GrantsITC / Section 1603 Grants

• Investment Tax Credit / Section 1603 Grants• Investment Tax Credit / Section 1603 Grants
– Solar & wind installations
– Credit = Cost x 30%– Credit = Cost x 30%
– Favorable depreciation rules
– Grant (in lieu of tax credit) available if taxpayerGrant (in lieu of tax credit) available if taxpayer, 

by 12/31/2011, either:
• Begins work of a physical nature, or 
• Incurs 5% of costs under method of accounting

– Financing issues
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Depreciable BasisDepreciable Basis

• Favorable basis/depreciation rules• Favorable basis/depreciation rules
– Reduce depreciable basis by 50% of ITC received
– 5-year MACRS5 year MACRS
– Eligible for bonus depreciation – 50% or 100%

• Pitfalls
– Do not expense cost under Section 179

– Consider impact of outside grants received
– 1245 Recapture: ordinary rates
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Renewable Energy CertificatesRenewable Energy Certificates

• What are RECs?• What are RECs?
– Allows utilities to meet RPS requirements
– Value tied to state non-compliance penalties– Value tied to state non-compliance penalties

• How are RECs generated?
• What do RECs mean to my project?• What do RECs mean to my project?

– Payback
Risk– Risk
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Financing ProjectsFinancing Projects

• Identify project participants• Identify project participants
– Developer

REC h– REC purchaser
– Equipment supplier
– PPA
– EPC contractor
– Bridge and term financing sources
– Experienced CPA and Attorney
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Financing ProjectsFinancing Projects

• REC purchaserp
– Long-term/prepaid contracts

• Equipment suppliers• Equipment suppliers
– Price pressure

PPA• PPA
– Floating electricity rates
– Prepaid contracts

• Include deal participants as equity owners
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Thank You!

Mik M Gi CPA

Thank You!

Mike McGivney, CPA
Cohen & Company, Ltd.

216-774-1105

mmcgivney@cohencpa.com
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