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Agenda

Protecting Americans from Tax Hikes (PATH) Act of 2015
and other provisions in P.L. 114-113

 Renewable energy incentives
- Extended
—Not extended

« Bonus depreciation extension
« What does it mean to begin construction?
« Additional IRS guidance
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Protecting Americans from Tax
Hikes (PATH) Act of 2015 and
other provisions in P.L. 114-113



Renewable Energy Incentives

« Solar ITC

— Extended 5 years with phase-down

— Change to begun construction standard
Residential solar ITC

— Extended 5 years with phase-down

— Remains a placed in service date standard

Wind PTC and ITC in Lieu of PTC
— Extended 5 years with phase-out

Other Renewable Energy Resources

- “Clean” 2-year extension (e.g., geothermal, hydro, biomass,
landfill gas, waste to energy)

Bonus Depreciation
- EXte n d ed 5 years Wlth p h ase_o Ut Copyright © 2016 Deloitte Development LLC. All rights reserved.



Investment tax credit (ITC) for solar projects under
848

The §48 ITC was extended for solar projects that
commence construction before 1/1/22:

* Begin construction before 1/1/20 — 30%
« Begin construction before 1/1/21 — 26% (CY2020)
* Begin construction before 1/1/22 — 22% (CY2021)

* Property on which construction is begun before 1/1/22 but is
placed in service after 12/31/23 — 10%

Note, for property on which construction is begun on or after
1/1/22, the permanent 10% ITC may still be claimed in the
taxable year in which such property is placed in service.
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Production tax credit (PTC) and ITC in Lieu of PTC for
Wind under §845 and 48

Renewable electricity production credit extension:

« A5-year extension of the PTC and ITC in lieu of PTC for wind
facilities with a phase out:

— Begin construction before 1/1/17 — 100% PTC / 30% ITC
— Begin construction before 1/1/18 — 80% PTC / 24% ITC (CY2017)
— Begin construction before 1/1/19 — 60% PTC / 18% ITC (CY2018)
— Begin construction before 1/1/20 — 40% PTC / 12% ITC (CY2019)
— Begin construction on or after 1/1/20 — 0% PTC / 0% ITC
« A2-year clean extension (begin construction before 1/1/17) for the

other section 45 gqualifying resources biomass, trash, landfill gas,
geothermal and hydropower facilities

* |IRS has already announced a guidance project and is soliciting
iIndustry comments
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Residential energy efficient property credit under
825D

The section 25D residential ITC was extended at 30% for
gualifying solar projects that are placed in service before
1/1/20 and then phased out:

* Placed in service before 1/1/20 — 30%

* Placed in service before 1/1/21 — 26% (CY2020)
* Placed in service before 1/1/22 — 22% (CY2021)
» Placed in service after 1/1/22 — 0%
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Energy-related provisions Congress allowed
to expire

« Section 48 ITC for combined heat & power system
property, fuel cells, microturbines, small wind, geothermal
was allowed to expire, but remains in effect for qualifying
technologies placed into service by December 31, 2016.

« Section 25D ITC for residential geothermal, fuel cell or
small wind property was allowed to expire, but remains in
effect for qualifying technologies placed into service by
December 31, 2016.
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 Prior rule required property to be placed in service by the
taxpayer before January 1, 2015, or, in the case of longer
production period property before January 1, 2016

« Extends bonus depreciation for qualified property placed in
service over the next five years, subject to a phase-out schedule
— General rule
o 50 percent bonus depreciation continues for 2015, 2016, and 2017
o 40 percent in 2018
o 30 percent in 2019

— Transition rules for longer production period property

« Extends through 2019 the election to accelerate AMT credits in
lieu of bonus depreciation, and beginning in 2016, increases the
amount of unused AMT credits that may be claimed in lieu of
bonus depreciation



What Does It Mean to Begin
Construction?



Begun Construction - Background

« American Taxpayer Relief Act of 2012 ("ATRA)

— Changed eligibility for certain PTC and ITC in lieu of PTC technologies from a
“Placed-in-Service” date requirement to a “Begun Construction” date
requirement before January 1, 2014

— Legislators intended the provision to generally follow the “begun construction”
rules established for the Section 1603 Grant Program

— Notice 2013-29, Notice 2013-60, and Notice 2014-46 promulgated to
establish rules for interpreting the begun construction requirement

o Most aspects of the guidance developed specifically for the wind industry

» Taxpayer Increase Prevention Act (“TIPA”)

— Extended PTC and ITC in lieu of PTC for facilities that had begun construction
before January 1, 2015

— Notice 2015-25 promulgated to address the statutory change and its impact
on begun construction rules
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Begun Construction - Quick Primer

Two-prong requirement
1. Determine period construction commences
— Physical Work of a Significant Nature ("PWSN”), or
- 5% Safe-Harbor
2. Continuity requirement
— Program of continuous construction (applies to PWSN), or
— Continuous efforts toward completion (applies to 5% safe-harbor)

- 24-Month Deemed Continuous Safe-Harbor

o Project will be treated as satisfying the continuity requirement to the extent the facility
is placed in service within 2 years of the statutory begun construction date

Special rules
— Aggregation is permitted on a facts and circumstances basis

— Successors may generally “step into the shoes” of predecessor
— Certain property transfers NOT permitted
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Begun Construction Standard for PTC and ITC in lieu of
PTC Defined

* Notice 2013-29 (April 15, 2013) — Begun construction guidance

Physical work of a significant nature

5% safe-harbor

Look-through rule for work performed under a binding written contract
Aggregation rule

Continuous efforts / program of continuous construction

NO successor in interest rule

» Notice 2013-60 (September 20, 2013) — Begun construction
clarification

24-month safe-harbor for continuous efforts / program of continuous
construction

Master contract can be replaced by project contract for 5% safe-harbor
Successor in interest rule
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Begun Construction Standard for PTC and ITC in lieu of
PTC Defined

* Notice 2014-46 (Aug. 8, 2014) — Begun construction clarification

Physical Work of a Significant Nature

Qualitative vs. Quantitative standard - Beginning any work on a transformer,
roads, or the foundation is PWSN

Transferability- Developers permitted to transfer projects under construction
- except transfers of solely tangible personal property to an unrelated party

Taxpayer only has to incur 3%, subject to a cutback on the size of the
project

* Notice 2015-25 (Mar. 11, 2015) — Begun construction clarification

References to “January 1, 2014” begun construction deadline in prior IRS
Notices replaced with “January 1, 2015”

Extends deadline for Deemed Continuous Safe Harbor, through December
31, 2016, (i.e., 24 months from statutory begun construction deadline)
without regard to physical work performed or costs paid or incurred after
December 31, 2014 and before January 1, 2017
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Additional IRS Guidance



Begun construction guidance - Proposed provisions

following PATH Act and Omnibus legislation
Solar energy property

ITC amount if placed in service during this period
30% ITC| 2 26% | 2 22% | 210%

1/1/2020 1/1/2021 1/1/2022 1/1/2023 1/1/2024 1/1/2025 1/1/2026
CY 2022 CY 2023 CY 2024 CY 2025

Option A -
Deemed continuous safe harbor (“DCSH”)

Option B — DCSH with PB election
Construction

I 0
begins 30% ITC value (F&C)

30% ITC value 26% ITC value 30% ITC value (F&C) Statutorily required
22% ITC value 10% ITC Value

Option B — DCSH with PB election if placed in service

Construction 26% ITC value (F&C) during this period
begins 26% ITC value 229 ITC Value

Option B — DCSH No PB election

Construction
begins

10% ITC value
regardless of
placed-in-service date

Construction

begins
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Question and answer
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This presentation contains general information only and Deloitte is not, by means of this presentation,
rendering accounting, business, financial, investment, legal, tax, or other professional advice or
services. This presentation is not a substitute for such professional advice or services, nor should it be
used as a basis for any decision or action that may affect your business. Before making any decision
or taking any action that may affect your business, you should consult a qualified professional advisor.
Deloitte shall not be responsible for any loss sustained by any person who relies on this presentation.
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