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Introduction

The Internal Revenue Service's (IRS) incentives under IRA sections are reshaping the landscape
for companies. OEMs, service providers, contractors, utilities, DERMs, and VPPs face intricate
financial challenges and opportunities. The examples provided highlight the need for
advanced financial management, emphasizing the crucial role of Strategic thinking in Finance
using Financial Planning and Accounting as instruments to leverage |IRA tax credits effectively.

How should Original EQuipment Manufacturers
(OEMS) navigate the impact of IRA incentives?

Original equipment manufacturers (OEMSs) in the power industry are adjusting to a drastically
changing environment, as the IRA's Sec. 45X and 48C offer substantial incentives to produce
clean energy components. An OEM with a focus on solar panel manufacturing may have to
balance managing the complexities of cost accounting for multiple product lines and global
operations with scaling production to meet growing demand. The business might use IRA tax
credits to partially defray the costs of investing in new manufacturing equipment. To
effectively account for these tax credits, however, requires complex financial modeling to
predict how they will affect cash flow and profitability. This will allow for the strategic
reinvestment of profits in R&D and supply chain resilience.

1. Navigating Regulatory
Incentives

Capital Intensive Projects 5

and Financial Transparency

Utilizing IRA Tax
Credits

Strategic Expansion
Decisions

Enhancing Financial
Resilience

A manufacturer of solar panels may decide to take on a project that will require large upfront
capital investments in order to double its production capacity. To give a true financial picture
that shows possible cost savings and improved cash flows, the financial team must handle the
challenges of capitalizing these costs, choosing the right depreciation schedules, and
accounting for the tax credits under Sec. 45X and 48C.
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How should Services Compahnies navigate the
impact of IRA incentives?

Service companies in the renewable energy |
sector, buoyed by the IRA's push for clean
energy adoption, are poised for growth.
Consider a company offering maintenance
services for wind turbines facing the dual
challenge of accurately tracking project-based
expenses across multiple sites  while
forecasting demand for its services in an
increasingly competitive market. The IRA
indirectly benefits these companies by
increasing overall market demand, but
capitalizing on this opportunity requires
precise financial planning to manage the ebb
and flow of service contracts and ensure
liquidity.

‘A wind turbine maintenance firmm might secure a large, multi-year service contract spanning
several wind farms. The finance team faces the challenge of allocating costs and revenue over
the contract's lifespan, requiring sophisticated project accounting and revenue recognition
practices. Additionally, they must forecast future cash flows from this contract, taking into
account potential IRA-related market expansions, to guide strategic decisions on workforce
expansion and equipment investments.

How should Contractors/EPC Project
Developers navigate the impact of IRA
incentives?

EPC contractors, central to deploying renewable energy infrastructure, are significantly
impacted by IRA incentives like Sec. 48 and 45Q. A contractor engaged in a large-scale solar
farm project must meticulously manage project costs and timelines while navigating the
financial complexities of leveraging IRA tax credits to enhance project viability. This involves
not only rigorous cost tracking and allocation but also strategic financial planning to assess the
project's long-term cash flow implications and tax credit realization.

An EPC firm undertaking a solar farm project must deal with the intricacies of construction
accounting, recognizing costs as the project progresses, while also planning for the cash flow
implications of IRA tax credits. The challenge lies in integrating these credits into financial
models to accurately predict project returns and inform pricing strategies, ensuring
competitive bids that reflect the true economic benefits of the IRA.
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How should T&D Utilities navigate the impact
of IRA incentives?

T&D utilities are at the forefront of integrating renewable energy into the grid, with the IRA's
Sec. 45Y and 48 offering critical support. A utility planning a significant upgrade to its grid
infrastructure to accommodate more renewable sources must balance the capital-intensive
nature of these projects with the financial benefits of IRA incentives. Given the changing
market and regulatory environments, the utility must forecast the long-term benefits of
modernizing the grid, necessitating a nuanced approach to capital budgeting.

Capitalizing these investments and accounting for the depreciation and tax credits present a
dual challenge for a utility launching a grid modernization initiative to integrate smart grid
technologies.

A utility embarking on a grid modernization initiative to incorporate smart grid technologies
faces the dual challenge of capitalizing these investments and accounting for the depreciation
and tax credits. The financial team must craft a multi-year financial model that accounts for
the IRA's Sec. 45Y credits, projecting how these incentives reduce the net cost of the project
and improve cash flow over time, thus enhancing the utility's financial stability.

How should DERMs and Virtual Power Plants
navigate the impact of IRA incentives?

DERMs and VPPs, pivotal in the
decentralized energy landscape, leverage
IRA sections like 48 and 45 to make
renewable energy sources more
economically viable. A DERM operating a
network of battery storage systems must
navigate the complexities of energy market
pricing, demand response programs, and
the financial modeling of tax credit impacts
to ensure profitability. This involves
sophisticated financial analysis to predict
revenue streams from energy arbitrage and
ancillary services, balanced against the
operational costs of maintaining and
expanding the battery network.

A DERM managing a network of distributed battery storage units participates in a demand
response program, offering an example of the intricate financial planning required. The
company must account for the variable revenues from energy markets and the fixed costs of
battery maintenance, while also incorporating the benefits of Sec. 48 tax credits into their
financial models. This requires advanced analytics to forecast market conditions and optimize
the timing of energy storage and release, ensuring maximum profitability and strategic growth
within the IRA's framework.

These narratives and examples demonstrate the critical role of financial management in
navigating the opportunities and challenges presented by the IRA, highlighting the intricate
interplay between operational strategies and financial planning in the power and utilities
sector.
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IRA Tax credits sections

OEMs Sec. 45X, 48C
Services Not directly
Companies specified
Contractor
s/EPC Sec. 48, 45, 45Q
Developers
T&D Sec. 45Y, 45Q,
Utilities 48
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Sec. 45X: Offers tax credits for the production of
clean energy components, including solar panels,
wind turbines, batteries, and critical minerals
processing. Sec. 48C: Provides investment tax
credits for manufacturing facilities that produce
energy equipment from renewable sources.

While not directly specified, services companies
may benefit indirectly through increased demand for
their services due to broader implementation of
clean energy technologies and infrastructure
incentivized by the IRA.

Sec. 48: Extends and expands investment tax credits
for solar, wind, and other renewable energy projects.
Sec. 45: Offers production tax credits for renewable
energy production, potentially benefiting projects
EPCs are involved in. Sec. 45Q: Expands carbon
capture and sequestration (CCS) tax credits,
relevant for projects involving CCS technologies.

Sec. 45Y: Introduces a new clean electricity
production credit for zero-emission facilities. Sec.
45Q: Enhances credits for carbon capture and
sequestration, relevant for utilities investing in CCS.
Sec. 48: May benefit from investment tax credits for
energy storage systems and other renewable energy
infrastructure.



IRA Tax credits sections

DERMs Sec. 48, 45, 25D
\F’,'rt”a' Sec. 451, 45Q,
ower
48, 45
Plants
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Sec. 48: Investment tax credits for energy storage,
beneficial for DERMs integrating storage solutions.
Sec. 45: Renewable electricity production credits
can benefit operations involving renewable DERs.
Sec. 25D: Expands tax credits for residential clean
energy, which can increase demand for DERMs
services.

Sec. 45L: New tax credit for zero-emission nuclear
power production, beneficial if VPPs incorporate
nuclear DERs. Sec. 45Q: Credits for carbon oxide
sequestration can affect VPPs involved in CCS
projects. Sec. 48 & 45: Investment and production
tax credits for incorporating renewable energy
sources and storage, supporting the aggregation and
management of various DERs.



IRA Tax credits sections

. Accounting &
Type of Revenue Generation SG&A Core Cost of Controller FP&A
Company Methods Expenses Sales Challenges Challenges
OEMs Sale of equipment, Marketing, Lorem ipsum Complex Forecasting
maintenance/suppo salesforce dolor sit amet, inventory demand,
rt contracts, expenses, consectetur management, budgeting for
licensing, after- management adipiscing elit. cost allocation, R&D, managing
sales services. salaries, office international currency risks,
expenses, legal accounting analyzing
fees. standards, profitability of
revenue contracts. IRA
recognition for Impact: Sec.
long-term 45X, 48C - clean
contracts. energy
manufacturing.
Services Consulting, Sales and Labor, tools and ~ -@Por, tools and Project
Companies maintenance and marketing, equipment, equipment, profitability
repair, training administrative training, spare training, spare analysis,
services, salaries, office par’ts parts. budgeting for
specialized utility expenses, travel ' Labor cost training and
support. costs. accounting, development,
expense managing
tracking across seasonal
multiple demand
projects, fluctuations.
contractor
management.
Contractors/EPC Project Administrative Construction Cost tracking Project cost
Developers development fees, salaries, office costs, and allocation forecasting, risk
construction/install equipment per project, analysis, capital

ation services,
project
management,
maintenance
contracts.
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expenses,

marketing, legal
and compliance.

rental/purchase,
subcontracting,
project
expenses.

work-in-
progress (WIP)
accounting,
long-term
contract
accounting.

budgeting,
assessing
project viability.
IRA Impact: Sec.
48 - investment
tax credits for
energy storage.



IRA Tax credits sections

Accounting &

Typeof  Revenue Generation SG&A Core Cost of Controller FP&A
Company Methods Expenses Sales Challenges Challenges
T&D Utilities Transmission and Customer Infrastructure Regulatory Long-term

distribution service and maintenance’ accounting, rate infrastructure
charges, billing, grid upgrades, case investment
connection fees, administrative operational preparation, planning, cost-
regulatory salaries, expenses, tracking benefit analysis
incentives, energy compliance, emergency infrastructure of grid upgrades,
sales. marketing. repairs. depreciation. managing
demand response
programs. IRA
Impact: Sec. 45Y -
clean electricity
production credit.
DERMs Management fees Sales and Technology Accounting for ~ Forecasting energy
for DERs, energy marketing, development, various revenue market trends,
trading, consulting customer data analytics, streams, budgeting for
services, software support, customer managing tax technology
solutions. administrative acquisition, credits, revenue  development, RO
overhead, technical recognition for analysis of DER
software support. SaaS model. projects. IRA
maintenance Impact: Sec. 48 -
tax credits for
energy storage,
Sec. 45 -
renewable
electricity
production credit.
Management Control software Tracking Forecasting energy

Virtual Power Plants Aggregating DERs,
selling excess

energy, demand
response services,
ancillary services
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and operational
staff salaries,
marketing,
technology
maintenance,
legal fees.

investment,
partnerships

with DER

owners, grid
integration, data

systems.

contributions from
DERs, analyzing
profitability of
demand response

revenue from
diverse sources,
energy market

price
accounting, programs,
metering and investment analysis
billing in grid integration
challenges. tech. IRA Impact:

Sec. 45L - zero-
emission nuclear
power production
credit, Sec. 45Q -
carbon capture
credit.



In Summary

For business leaders to navigate the impact of IRS incentives in the power sector, focusing on
financial challenges and opportunities for various entities is crucial. From Original Equipment
Manufacturers (OEMs) to service companies, contractors, utilities, DERMs, and Virtual Power
Plants (VPPs), the strategic use of IRA tax credits requires advanced financial modeling and
precise planning. Key examples highlight the complexities faced by each sector, emphasizing
the vital interplay between operational strategies and financial planning in the evolving power
and utilities landscape.
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