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The IRS has just issued Revenue Procedure 2010-20, announcing a safe

harbor that treats Smart Grid Investment Grants (SGIGs) that are made by

the U.S. Department of Energy (DOE) to corporations as nontaxable

contributions to capital. SGIGs are made under the DOE's Smart Grid

Investment Matching Grant Program, which awards grants ranging from

$500,000 to $20 million to provide a partial reimbursement for qualifying

Smart Grid investments.

Under the safe harbor, the IRS will not challenge a corporation's treatment

of an SGIG as a contribution to capital if the corporation properly reduces

the basis of its property to account for the SGIG as required for

contributions to capital made by a person other than a shareholder. As a

contribution to capital, the SGIG would be excludible from the corporation's

gross income. 

Although the safe harbor announced by the IRS is applicable only to SGIGs

made by the DOE, the analysis used by the IRS in reaching this decision may

provide useful insight into the factors that the IRS could use to determine

the taxable treatment of grants that are made by the DOE to third parties

under different renewable energy and clean technology funding programs.

Attorney Advertising

https://www.wilmerhale.com/en/


One factor that appears to be relevant to the analysis by the IRS is the fact

that an SGIG may not be used for ongoing or routine operating and

maintenance expenditures. In addition, the IRS explicitly states that the safe

harbor does not apply to noncorporate taxpayers or to grants for Smart Grid

technology research, development, and demonstration under 42 U.S.C.

17384.

The Revenue Procedure is effective March 10, 2010. A complete version of

the Revenue Procedure can be found here. 

PARTNER

Vice Chair, Tax Practice

Authors

Julie Hogan
Rodgers

julie.rodgers@wilmerhale.com

+1 617 526 6543

Wilmer Cutler Pickering Hale and Dorr LLP is a Delaware limited liability partnership. WilmerHale principal law offices: 60 State Street, Boston, Massachusetts 02109, +1 617 526 6000; 2100 Pennsylvania Avenue, NW,
Washington, DC 20037, +1 202 663 6000. Our United Kingdom office is operated under a separate Delaware limited liability partnership of solicitors and registered foreign lawyers authorized and regulated by the Solicitors
Regulation Authority (SRA No. 287488). Our professional rules can be found at www.sra.org.uk/solicitors/code-of-conduct.page. A list of partners and their professional qualifications is available for inspection at our UK office. In
Beijing, we are registered to operate as a Foreign Law Firm Representative Office. This material is for general informational purposes only and does not represent our advice as to any particular set of facts; nor does it represent
any undertaking to keep recipients advised of all legal developments. Prior results do not guarantee a similar outcome. © 2004-2024 Wilmer Cutler Pickering Hale and Dorr LLP

http://wilmerhaleupdates.com/ve/ZZg81s738195V63bp640/stype=click/OID=110315134340781/VT=0
https://www.wilmerhale.com/en/people/julie-rodgers
mailto:julie.rodgers@wilmerhale.com

