Survey Date: 2018-08-29

Topic: Incentives as Taxable Income

BPAP Distribution & Response: The question was distributed to 44 BPAB members
and 17 executed the survey for a 39% response rate.
Following are results of questions asked, and additional comments, if any.
Are cash grants and / or job creation incentives
taxable as income to a company?

BACK TO TOP

 A cash grant would be taxable. However, there are many
ways to give the same incentive without just writing them a
check. Credit on lease payments and debt forgiveness are a
couple of examples.

 I suggest that the entity receiving the cash grant hire a tax

 It depends on the incentive. Cash grants, equipment and
other tangible assets are considered taxable income per the
Tax Reform Act. Tax credits, abatement and reductions are
generally not considered income.

 Based on the Tax Advisor article it appears that any cash
grant incentive provided to a project with the possible
exception of the cash incentive going towards infrastructure
improvements would be taxable as income to the company.
Tax Abatement and Chapter 380 and 381 incentives would
be allowed tax free according to the article. I would suggest
consulting with your CPA since this is such new legislation
before going forward with a firm commitment.

 It all depends on where the accountants place/handle the
payments and I am not an accountant.

 I read the article linked to your question. I assume you want
us to study and be more “armed” with information so we
can better serve our clients and customers. From what I
gathered in reading the article, it depends on what type
incentives, how they are distributed and structured. All in
all, basically, companies now need a tax attorney to sift
through the process and give good advice. Exactly in the end
of the location process, one would wonder if receiving
incentives are worth the trouble.

 It depends upon the use of grants and how good their
accountant is. If the cash grant is a cap-x / infrastructure
reimbursement I would say no. If it is a cash grant with no
strings attached (illegal) then yes. However if it is a
forgivable like an then would also need to be carried as a
liability for term of clawbacks.... Fuzzy, yes

 I would think this is cash income into a company if it is a
cash-per-job incentive. If it is a rebate back on taxes
(Chapter 380/381) it seems that it would be offsetting
revenue to the tax expense. So maybe that is handled
differently. And then, maybe I am just Fuzzy as listed above.

expert that is familiar with the following: 1) type of entity
(LLC, LP, S-Corp, etc.), 2) the state tax code and 3) the
federal tax code. These three are important to understand
as the grant source may be local, state, federal or
combination. In my experience, we indicate that our cash
grants come from our general fund via local sales tax or
property tax, via Section 380 of the Texas local government
code, AND should be treated by the entity as a source of
income. Also, there are organizations out there that will
acquire an economic incentive, whereby the entity can
monetize reimbursement agreements (term based grant
over a period of time) adding liquidity to their project. Once
such group is called District Investments LLC
(www.districtinvestmentsllc.com). This group may have
some knowledge on the taxable status of grants.

 Based upon the article you shared, the answer clearly
appears to be "YES" for cash grants. If "job creation
incentives" are in the form of cash grants, tax rebates/
refunds, or a donation of land, the answer appears to be
"YES". If "job creation incentives", however, are in the form
of tax abatement, tax credits (that are not later refunded),
tax exemptions, reduction in a tax liability, infrastructure
improvements, or loans that must be re-paid, the answer
appears to be "NO". Very interesting article, so thank you
for sharing it!

 I'm giving a "no answer, answer". From what I can uncover,
it looks like "most" incentive monies will be taxable to a
business. As a caution to the business, I would highly
recommend that they visit with their CPA on the issue.

 Fuzzy now that I read the article you included. Wow - this is
at the very heart of ED and this point should be crystal clear.
I'm embarrassed I don't know more about this!

 I believe the new tax change makes the grants taxable
income to companies.

 IRS Section 118 says Govt contributions cannot be excluded
from income with some exceptions.

Additional resources provided:
 https://www.thetaxadviser.com/issues/2018/jun/
federal-tax-reform-not-encouraging-state-localincentives.html
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