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WHAT IS THE PURPCSE OF A FEDERAL TAX CREDIT FOR RENEWABLE
ENERGY

Federal tax incentives for renewable energy projects, such as the PFC and ITC, are
designed to:

Improve economics of renewable energy technologies and accelerate market adoption
Stimulate the economy by creating jobs in the renewable energy sector

Encourage investment in a public good (reduced pollution and robust energy peneration
Encourage investment in renewable technology research and development

World Resources Institute

Thank you for using NATP's research services. I have summarized your
question below and provided an answer based on the facts you presented.

Your question was:

Machinery that is deprediated. Business purchased a piece of machinery, but has not
received the eguipment yet. The manufacturer is using the machinary for advertising
and paying the business rent. Can the business depr. the asset?

Here is the answer:

Yes, as long as the asset has been placed-in-service and is producing income - the
depreciation deduction will be allowed. www.irs.gov Depreciation Basics In general, if
property is acquired for use in a business or another income-producing activity and Is
expected to last more than one year, taxpayers cannot deduct the entlre cost as a
bustness expense In the year it was acquired. They must depreciate the cost over the
property’s useful life {as defined by the Internal Revenue Code) and deduct part of
the cost each year on the Form 4562, Depreciation and Amortization. Code Arranged
Explanations EXP 1674.001 General factors governing depreciation. The tax faw Is
designed to tax income less the costs of preducing it. Among these are the costs of
tangible and intangible assets that aid In the production of income. Ordinarily, the
assets don't last forever. They wear gut or cease to be useful to the taxpayer, so
their cost Is, in effect, cansumed during the period of their usefulness in his trade or
business or production of his Income. In recognition of this, an annual deduction for
depreciation Is allowed. Basic rules. A taxpayer's right to the depreciation deduction
depends in part on the nature of his interest In the property. The test is whether the
person claiming the deduction will suffer an econemic loss from a detrease In vaiue
due to depreciation. In general, depreciation is allowable on all tangible and
Iintangible property with a limited useful life of more than one year that is used in a
trade or business or held for the production of income. Depreclation deductions can't
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be taken on Inventories or stock on trade, and land apart from any improvements or
deveiopment isn't depreciable.

For NATP members, the first answer of each calendar year is free. After that,
members are Invoiced at $26.50 per answer. Nonmembers are bilied at the time of
the cail.

If you would like to view your previously asked federal tax questions ang answers,
logln in by going to Members Only/Login of www.natptax.com and click on My
Transactions/Research Calls, :

If you need any further assistance,
please feel free to contact Stephanie Davis at ext. 1137,

Thank you for your support of NATP.

National Association of Tax Professionals
PO Box 8002, Appleton, WI 54512-8002
Phone; 800.558.3402 Fax: 800.839.0001 Web: www.natptax.com

This summary Is applicable only for the facts as presented at the time and cannot be
used as a precedent for any position for which the facts vary.

The energy credit is a component of the general business credit (Sec.38(b)(1). An
unused general business credit generally may be carried back one year and carried
forward 20 years. (Sec. 39) The taxpaver’s basis in the property is reduced by one-half
of the amount of the credit claimed. For projects whose construction time is expected to
equal or exceed two years, the credit may be claimed as progress expenditures are made
on the project, rather than daring the year the property is placed in service. Similarly, the
credit only applies to expenditures made after the effective date of the provision.
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On 8/2/10, Chris Novak <cnovak @natptax.com> wrote:

Question Charge: $26.50

1001082
Neldon Johnson

Thank you for using NATP's research services. I have summarized your
question below and provided an answer based on the facts you presented.

Your guestion was:

Machinery that is depreciated. Business purchased a plece of machinery, but has not
received the equipment yet. The manufacturer is using the machinery for advertising
and paying the business rent. Can the business depr, the asset?

Here is tha answer:

Yes, as long as the asset has been placed-in-service and Is produdng Income - the
depreciation deduction wili be allowed. www.\rs.gov Depreclation Basies In general, if
property is acquired for use in a business or another income-producing activity and
is expected to last more than one year, taxpayers cannot deduct the entire cost as a
business expense in the year it was acquired. They must depreciate the cost over
the property’s useful life (as defined by the Internal Revenue Code) and deduct part
of the cost each year on the Form 4562, Deprediation and Amortization. Code
Arranged Explanations EXP 91674.001 General factors governing depreclation. The
tax law Is designed to tax income less the costs of producing it. Among these are the
costs of tangible and Intanglble assets that ald in the production of income.
Ordinarily, the assets don't last forever. They wear out or cease to be useful to the
taxpayer, so their cost is, in effect, consumed during the period of thelr usefulness in
his trade or business or preduction of his income. In recognition of this, an annual
deduction for depreciation is allowed. Basic rules. A taxpayer’s right to the
depreciation deduction depends in part on the nature of his interest In the property.
The test is whether the person claiming the deduction will suffer an economic loss
from a decrease in vaiue due to depreciation. In general, depredation Is aliowable on
all tangible and intangible property with a limited useful life of more than one year
that Is used in a trade or business or held for the production of Income. Depreciation
deductions can‘t be taken on inventories or stock on trade, and land apart from any
Improvements or development Isa't depreciable,

For NATF members, the first answer of each calendar year is free, After that,
members are invoiced at $26.50 per answer, Nonmembers are billed at the time of
the call.
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If you would like to view your previeusly asked federal tax questions and answers,

login in by golng to Members Only/Login of www_ natptax.com and click on My
Transactions/Research Calis.

If you need any further assistance,
please feet free to contact Stephanie Davis at ext. 1137,

Thank you for your support of NATP.

Nationa! Association of Tax Professionals
PO Box 8002, Appleton, Wl 54912-8002
Phene: 800.558.3402 Fax: 800.839.0001 wWeb: www.natptax.com

This surnmary is applicable only for the facts as presented at the time and cannot be
used as a precedent for any position for which the facts vary.

1001082
Neldon Johnson

Thank you for using NATP’s research services. 1 have summarized your
guestion below and provided an answer based on the facts you presented.

Your question was:

Machinery that Is depreciated, Business purchased a plece of machinery, but has not
received the equipment yet. The manufacturer [s using the machinery for advertising
and paying the business rent. Can the business depr. the ;sset?

Here is the answer:

Yes, as long as the asset has been placed-in-service and is producing income - the
depreciation deduction will be allowed.

WWW,IIE. 00V

Depreciation Basics

In general, if property is acquired for use in 2 business or another income-
producing activity and is expected to last more than one year, taxpayers cannot
deduct the entire cost as a business expanse in the year it was acquired. They must
depreciate the cost over the property's useful fife (as defined by the Internal
Revenue Code) and deduct part of the cost each year on the Form 4562,
Depreciation and Amortization.

Code Arranged Explanations

EXP 11674.001 General factors gaverning depreciation.

The tax law is designed to tax income less the costs of producing it. Among these
are the costs of tangible and intangible assets that aid In the production of income,
Ordinarily, the assets don't iast forever, They wear out or cease to be useful to the
taxpayer, so their cost is, In effect, consumed during the period of their usefuiness
in his trade or business or production of his income. In recognition of this, an annual
deduction for depreciation s aliowed.

Anderson 000156

Anderson 000156



Case 2:15-cv-00828-DN-EJF Document 213-8 Filed 08/21/17 Page 5 of 8

Neldon Johnson

Thank you for using NATP’s research services. I have summarized your
question below and provided an answer based on the facts you presented.

Your question was:

Wholesaler selling inventory ltems to retaller. The retailer sells it and then pays back
everything except 10% of the profit. How is this reported?

Here is the answer:

For reporting purposes the question of when does title pass will deterrmine when the
sale took place. If he is a cash basis taxpayer then he wauld not report the income
or deduct the cost of the inentory until he recelves the proceeds. If he is accrual
then he would accrue the expected income and deduct the expense. If the inventory
{s on consignment he retains ownership until payment is received. 1G-5009. When
does title pass. When title passes depends upon the laws of the state involved and
the agreement of the parties. 46 .
46 Brown Lumber Co v, Com., (1929, CA Dist Col) 8 AFTR 8777
» 35 F2d 880 . 105.8.4 Items Included In Inventory According to the ragulations, The
inventory should include al! finished or partly finished goods....Merchandise should be
Included In the Inventory only if title thereto is vested in the taxpayer. Accordingly,
the seller should include in his inventory goods under contract for sale but not yat
segregated and applied to the contract and goods out upon consignment, but should
exclude from inventory goods sold (including containers), title te which has passed

to the purchaser. A purchaser should include in inventory merchandise purchased
(including contalners), title to which has passed to him, although such merchandise

Is in transit or for other reasons has not been reduced to physical possession, but
should not include goods orderad for future delivery, transfer of title to which has

not yet been effected. 73 The distinction between goods to which the taxpayer has
title, which are included in closing Inventory, and goods “title to which has passed to
the purchaser,” which are excliuded from inventory, invites smiles from commercial
lawyers, who know that this is a simplistic dichotomy. The title passage test is,
however, applied flexibly if a taxpayer adheres to a consistent practice in

determining goods Inciudable in inventory. 74 In any event, it is essential to accrue
the sales price for goods not included in closing inventory and to remove goods from
inventory once a sale of the goods is recorded.

For NATP members, the first answer of each calendar year is free. After that,
members are invoiced at $26.50 per answer. Nonimembers are bilied at the time of
the call.

If you would like to view your previously asked federal tax questions and answers,
login in by going to Members Only/Login of www.natptax.com and click on My
Transactions/Research Calls.
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Basic rules.

A taxpayer's right to the depreciation deduction depends in part on the nature of his
Interest in the property. The test is whether the person claiming the deduction will
suffer an economic loss from a decrease in valug due to depreciation. In general,
depreciation is allowable en all tangible and intangibte preperty with a imited useful
life of more than one year that is used in a trade or business or held for the
production of income. Depreciation deductions can't be taken on inventories or stock
on trade, and land apart from any improvements or development isn't depreciable,

For NATP members, the first answer of each calendat year Is free, After that,
members are Invoiced at $26.50 per answer, Nonmembers are billed at the time of
the call. ~

If you would like to view your previously asked federal tax questions and answers,
login in by going to Members Only/Login of www.natptax.com and click on My
Transactions/Research Calls,

If you need any further assistance,
please feel free to contact Stephanie Davis at ext. 1137,

‘Thank you for your support of NATP.

National Assoclation of Tax Professionals
PO Box 8002, Appleton, W1 54912-8002
fhone: 800.558.3402 Fax: 800.838.0001 Web: www,natptax.com

This summary Is applicable only for the facts as presented at the lime and cannot be
used as a precedent for any position far which the lacts vary.
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gNHAT IS THE PURPOSE OF A FEDERAL TAX CREDIT FOR RENEWABLE
ERGY

Federal {ax incentives for renewable energy projects, such as the PFC and ITC, are
designed to;

Improve ecaonomics of renewable energy technologies and accelerate market adoption
Stimulate the economy by creating jobs in the renewable energy sector

Encourage investmenl in a public good (reduced pollution and robust energy generation
Encourage investment in renewable technology research and development

World Resources Institule

Thank you for using NATP's research services. I have summarized your
question below and provided an answer based on the facts you presented,

Your question was:

Machinery that is depreciated. Business purchased a pigce of machinery, but has not
received the equipment yet. The manufacturer is using the machinery for advertising
and paying the business rent. Can the business depr. the asset?

Here is the answer:

Yes, as long s the asset has been placed-in-service and is producing income - the
depreciation deduction will be allowed. www.irs.qov Depreciation Basics In general, if
property is acquired for use in a business or another income-producing activity and is
expected to last more than one year, taxpayers cannot deduct the entire cost as a
business expense in the year it was acquired. They must depreciate the cost over the
property’s useful {ife (as defined by the Intemnal Revenue Code) and deduct part of
the cost each year on the Form 4562, Depreciation and Amortization. Code Arranged
Explanations EXP §1674.001 General factors governing depreciation. The tax [aw is
designed to tax income less the costs of producing it. Among these are the costs of
tangible and intangible assets that aid In the production of income. Ordinarily, the
assets don't last forever, They wear out or cease to be useful to the taxpayer, so
their cost Is, In effect, consumed during the period of their usefulness in his trade or
business or production of his income. In recognition of this, an annual deduction for
depreciation Is allowed. Basic rules, A taxpayer's right to the depreciztion deduction
depends in part on the nature of his interest in the property. The test is whether the
person clalmning the deduction will suffer an economic loss from a decrease in value
due to depreciation. In general, depreclation ts allowable on all tangible and
intangible property with a limited useful jife of more than one year that is used In a
trade or business or held for the proguction of income. Depreclation deductions can't
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be taken on Inventories or stock on trade, and land apart from any improvements or
development isn't depreciable.

For NATP members, the first answer of eath calendar year is free. After that,
tT_.eembl?rs are invoiced at $26.50 per answer. Nonmembers are billed 5t the time of
call,

If you would like to view your previously asked federal tax questions and answers,

login In by going to Members Only/Login of www.natptax.com and click on My
Transactions/Research Calls.

If you need any further assistance,
planse feel free to contact Stephanie Davis at ext. 1137,

Thank you for your support of NATP.

Natlonal Association of Tax Professionals
PO Box 8002, Appleton, WI 54912-8002
Phone: B00.558.3402 Fax: 800.839.0001 Web: www.natptax com

This summary Is applicable only for the facts as presented at the time end cannot be
used ag a precedent for any position for which the facts vary,

The energy credit is a component of the general business credit (Sec.38(b)(1). An
unused general business credit generslly may be carried back one year and carried
forward 20 years. (Sec. 39) The taxpayer’s basis in the property is reduced by one-haif
of the amount of the credit claimed, For projects whose construction time is expected to
equal or exceed two years, the credit may be claimed as progress expenditures zre made
on the project, rather than during the year the property is placed in sevice, Similarly, the
credit only applies to expenditures made after the effective date of the provision.
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