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Solar and Wind Tax Credits, Bonus Depreciation Extended

In a last minute concession, Congress extended the

30 percent energy investment tax credit for qualified
solar energy property and the production tax credit

for qualified wind facilities as part of the Consolidated
Appropriations Act, 2016, which President Barack
Obama signed into law on December 18. The extension
not only provides certainty with respect to the existence
and application of these tax credits, but also will aid

in encouraging the continued growth of clean energy

projects, which create jobs and reduce pollution.

The solar energy ITC, which was scheduled to be
reduced to 10 percent for property placed in service
after December 31, 2016, will continue at 30 percent
through 2019 and then will be phased down to 10
percent over four years: 26 percent in 2020, 24 percent
in 2021, 22 percent in 2022 and 10 percent in 2023 and
thereafter. The percentage also will be based on the year
in which construction of the project begins, rather than

the year in which the property is placed in service.

The production tax credit for qualified wind facilities

had technically expired (unless construction of the
facility began before January 1, 2015). The new law
retroactively extends the credit for any qualified wind
facility if construction begins before January 1, 2020.
However, the credit is phased out for facilities where
construction begins after December 31, 2016. The credit
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is reduced by 20 percent if construction begins in 2017,
by 40 percent if construction begins in 2018 and by 60

percent if construction begins in 2019.

The new law also continues a taxpayer's ability to elect to
convert a wind facility production tax credit into an energy

ITC, subject to the phase outs.

In addition, the new law retroactively extends and
makes permanent the enhanced bonus depreciation for
tangible personal property used in a taxpayer's trade or
business. Under the provision, taxpayers can generally
expense up to $500,000 of tangible personal property
placed in service during the tax year. This amount is
reduced by the amount placed in service during the
year in excess of the $2 million investment ceiling.

Both amounts are indexed for inflation. The 50 percent
additional first year depreciation is also retroactively
extended for property placed in service through
December 31, 2017, and continues at 40 percent for
2018 and 30 percent for 2019.

If you have any questions or would like more
information on these provisions, please contact

Alan J. Tarr (atarr@loeb.com, 212.407.4900) or
Ralph Dudziak (rdudziak@loeb.com, 312.464.3148).
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