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Program Summary:  Federal Taxpayer Relief Act

Brownfields Tax Incentive
In August 1997, President Clinton signed the Taxpayer Relief Act (TRA), which included a new Brownfields Tax Incentive designed to spur the cleanup and redevelopment of brownfields.  Under this tax incentive, environmental cleanup costs for properties in targeted areas were fully deductible business expenses in the year that costs were incurred and did not have to be capitalized.  The tax incentive covered eligible costs incurred or paid from the date of enactment (August 5, 1997) through December 31, 2000.

On December 15, 2000, Congress expanded and extended the Brownfields Tax Incentive with H.R. 4577 based on Section 652 of H.R. 5542.  The bill extended the tax incentive sunset to January 1, 2004, and broadened it to any site with release or disposal of hazardous substances, excluding sites on the United States Environmental Protection Agency (USEPA) National Priorities List (Superfund sites) and petroleum sites. 

The Brownfields Tax Incentive was renewed in October 2004 with the Working Families Tax Relief Act of 2004 through December 31, 2005.  The latest renewal came about on December 20, 2006, when President Bush signed the Tax Relief and Health Care Act of 2006 that included an extension and expansion of the Brownfields Tax Incentive.  The incentive is effective from when it expired until December 31, 2007.  The legislation expanded the Brownfields Incentive’s scope, allowing the deduction of expenses for the cleanup of petroleum products (crude oil, crude oil condensates, and natural gasoline), which had previously been ineligible.
The taxpayer must receive a statement from the Department of Environmental Quality (DEQ) that properties are eligible.  In order to receive a statement from the DEQ, the following specific requirements must be met.  

1. The property must be an area at or on which there has been a release (or threat of release) or disposal of a hazardous substance, per definition in Section 101(14) of the Comprehensive Environmental Response, Compensation, and Liability Act, 1980 PL  96-510, as amended (CERCLA), with exception to the limitations in Section 104(a)(3).  Analytical results, photographs, or other evidence of a release or threat of release must be submitted.  Sites listed, or proposed for listing, on the USEPA National Priorities List (Superfund sites) are excluded.

2. Hazardous substances must be present or potentially present on the property.

This incentive can be particularly powerful when combined with other brownfields initiatives such as Brownfield Redevelopment Grants and Loans, tax increment financing, and other tax credits. 
For more information about certification of eligible properties in Michigan, contact
Mr. Robert Reisner, Chief, Funding and Support Unit, Remediation and Redevelopment Division (RRD), DEQ, at 517-335-6843, e-mail reisnerr@michigan.gov, or 
Ms. Darlene Van Dale, Funding and Support Unit, RRD, DEQ, at 989-705-3453, e-mail vandaled@michigan.gov.  For more information on the TRA (HR 2014/PL 105-34) and the brownfields tax incentive, contact Sven-Erik Kaiser, EPA Brownfields Program, 
202-566-2753, or kaiser_sven-erik@epa.gov or consult a qualified business tax consultant.  More information on the USEPA brownfields programs may be obtained on the Internet at http://www.epa.gov/brownfields.

Affidavit Instructions
in Support of Designating
a Qualified Contaminated Site

The instructions below explain what information should be inserted in the corresponding blank shown on the Sample Affidavit.

A. The state in which the affiant signs the affidavit.

B. The county in which the affiant signs the affidavit.

C. The name of the affiant, the individual (not the organization) who will be signing the affidavit.

D. Identify the affiant’s title in the organization.  For example, “President” of Land, Inc., or “Owner” of Growth Properties.  If the affiant is not an organization, affiant should state “an individual.”

E. Signature of the affiant:  an individual that is making the submission, or the person who is legally authorized to bind the organization, if an organization is making the submission.

F. The form must be notarized.

Send the Submittal Form, affidavit, and supporting documentation to:

Department of Environmental Quality

Remediation and Redevelopment Division

Brownfields Tax Incentive - Darlene Van Dale
2100 West M-32

Gaylord, MI 49735
Sample
 Affidavit in Support of Designation as a

Qualified Contaminated Site
STATE OF  ________(A)____________)






      )

COUNTY OF  ______(B)____________)

The purpose of this Affidavit is to set forth certain information and documentation to enable the Michigan Department of Environmental Quality (hereinafter the “DEQ”) to make a statement pursuant to the Taxpayer Relief Act (PL105-34), Subtitle E- Brownfields.  All terms found in this document which are defined in Section 198 of the Internal Revenue Code shall have the same meaning as in the statute.

The undersigned, being first duly sworn, deposes and says as follows:

1.
THIS AFFIDAVIT is executed by the undersigned __________(C)____________ on behalf of ______________________(D)____________________________________ located at ________________________(E)____________________________________.

2.
The property is an area at or on which there has been a release (or threat of release) or disposal of a hazardous substance, as defined by sections 101(14) and 102 of the Comprehensive Environmental Response, Compensation and Liability Act of 1980, subject to the limitations in Section 104(a)(3).  Analytical results, photographs, or other evidence of a release or threat of a release are attached.

3.
The property is NOT a site on or proposed for the National Priority List under CERCLA (a “Superfund” site).


I swear under oath that this is a true and complete statement.

____________(F)_______________

____________(F)_______________

(G)  Subscribed and sworn to and before me on this

______ day of {month and year}.
Notary Public

My Commission expires:  



Affidavit in Support of Designation as a

Qualified Contaminated Site
STATE OF  




)







)

COUNTY OF  




)

The purpose of this Affidavit is to set forth certain information and documentation to enable the Michigan Department of Environmental Quality (hereinafter the “DEQ”) to make a statement pursuant to the Taxpayer Relief Act (PL 105-34), Subtitle E-Brownfields.  All terms found in this document which are defined in Section 198 of the Internal Revenue Code shall have the same meaning as in the statute.

The undersigned, being first duly sworn, deposes and says as follows:

1.
THIS AFFIDAVIT is executed by the undersigned 





on behalf of 










located at 









2.
The property is an area at or on which there has been a release (or threat of release) or disposal of a hazardous substance, as defined by sections 101(14) and 102 of the Comprehensive Environmental Response, Compensation and Liability Act of 1980, subject to the limitations in section 104(a)(3).  Analytical results, photographs, or other evidence of a release or threat of a release are attached.

3.
The property is NOT a site on or proposed for the National Priority List under CERCLA (a “Superfund” site)

I swear under oath that this is a true and complete statement.

Subscribed and sworn to and before me on this

______ day of
 



 , 20__.

Notary Public

My commission expires 
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U.S. Taxpayer Relief Act – Brownfields Tax Incentive

Submittal Form for a Qualified Contaminated Site
SUBMIT TO:  Michigan Department of Environmental Quality, Remediation and Redevelopment Division

2100 West M-32, Gaylord, Michigan  49735
989-731-4920 FAX-989-731-6181


	INSTRUCTIONS:  Complete the blanks and check each box below that applies:

	Name of Taxpayer______________________________________________________

	Property Tax Identification Number (if available)_______________________________

	 FORMCHECKBOX 

The property is an area at or on which there has been a release (or threat of release) or disposal of a hazardous substance, as defined in sections 101(14) and 102 of the Comprehensive Environmental Response, Compensation, and Liability Act of 1980 (CERCLA), with exception to the limitations in section 104(a)(3).

 FORMCHECKBOX 

Attach analytical results, photographs, or other evidence of a release or threat of release.



	 FORMCHECKBOX 
    The property is NOT a site on or proposed for the EPA National Priorities List
        (“Superfund” site).  



	 FORMCHECKBOX 

The taxpayer has paid or incurred an expenditure in connection with the abatement or control of hazardous substances at the property which is otherwise chargeable to a capital account.



	Time period in which expenses were paid or incurred:  ___________________________



	Address of Property:  _____________________________________________________
City/Village/Township:  ________________________ County:  ____________________

Name of Submitter:  ______________________________________________________

Mailing Address:  ________________________________________________________

Signature:  ____________________________  Date:  ___________________________



EQP 4410
Taxpayer Relief Act of 1997

[[Page 111 STAT. 788]] * 

Public Law 105-34 105th Congress 

Be it enacted by the Senate and House of Representatives of the United <<NOTE: Taxpayer Relief Act of 1997.>> States of America in Congress assembled,

SECTION 1. SHORT TITLE; ETC. 

(a) Short Title.--This Act may be cited as the ``Taxpayer Relief Act of 1997''. 

(b) Amendment of 1986 Code.--Except as otherwise expressly provided, whenever in this Act an amendment or repeal is expressed in terms of an amendment to, or repeal of, a section or other provision, the reference shall be considered to be made to a section or other provision of the Internal Revenue Code of 1986.

----------------------------------------------------------------------------------

Note: This is a hand enrollment pursuant to Public Law 105-32. 

----------------------------------------------------------------------------------

Title IX – Miscellaneous Provisions

Subtitle E—Brownfields

SEC. 941. EXPENSING OF ENVIRONMENTAL REMEDIATION

COSTS. (a) In General.--Part VI of subchapter B of chapter 1 is amended by adding at the end the following new section:

[[Page 111 STAT. 883]]

SEC. 198. EXPENSING OF ENVIRONMENTAL REMEDIATION COSTS. 

(a) In General.--A taxpayer may elect to treat any qualified environmental remediation expenditure which is paid or incurred by the taxpayer as an expense which is not chargeable to capital account.  Any expenditure which is so treated shall be allowed as a deduction for the taxable year in which it is paid or incurred. 

(b) Qualified Environmental Remediation Expenditure.--For purposes of this section—

(1) In general.--The term `qualified environmental remediation expenditure' means any expenditure—

(A) which is otherwise chargeable to capital account, and 

(B) which is paid or incurred in connection with the abatement or control of hazardous substances at a qualified contaminated site. 

(2) Special rule for expenditures for depreciable property.--Such term shall not include any expenditure for the acquisition of property of a character subject to the allowance for depreciation which is used in connection with the abatement or control of hazardous substances at a qualified contaminated site; except that the portion of the allowance under section 167 for such property which is otherwise allocated to such site shall be treated as a qualified environmental remediation expenditure. 

(c) Qualified Contaminated Site.--For purposes of this section—

(1) Qualified contaminated site.—

(A) In general.--The term `qualified contaminated site' means any area—

(i) which is held by the taxpayer for use in a trade or business or for the production of income, or which is property described in section 1221(1) in the hands of the taxpayer, 

(ii) which is within a targeted area, and 

(iii) at or on which there has been a release (or threat of release) or disposal of any hazardous substance. 

(B) Taxpayer must receive statement from state environmental agency.--An area shall be treated as a qualified contaminated site with respect to expenditures paid or incurred during any taxable year only if the taxpayer receives a statement from the appropriate agency of the State in which such area is located that such area meets the requirements of clauses (ii) and (iii) of subparagraph (A). 

(C) Appropriate state agency.--For purposes of subparagraph (B), the chief executive officer of each State may, in consultation with the Administrator of the Environmental Protection Agency, designate the appropriate State environmental agency within 60 days of the date of the enactment of this section.  If the chief executive officer of a State has not designated an appropriate State environmental agency within such 60- day period, the appropriate environmental agency for such State shall be designated by the Administrator of the Environmental Protection Agency. 

(2) Targeted area.--[[Page 111 STAT. 884]] 

(A) In general.--The term `targeted area' means—

(i) any population census tract with a poverty rate of not less than 20 percent, 

(ii) a population census tract with a population of less than 2,000 if—

(I) more than 75 percent of such tract is zoned for commercial or industrial use, and 

(II) such tract is contiguous to 1 or more other population census tracts which meet the requirement of clause (i) without regard to this clause, 

(iii) any empowerment zone or enterprise community (and any supplemental zone designated on December 21, 1994), and 

(iv) any site announced before February 1, 1997, as being included as a brownfields pilot project of the Environmental Protection Agency. 

(B) National priorities listed sites not included.--Such term shall not include any site which is on, or proposed for, the national priorities list under section 105(a)(8)(B) of the Comprehensive Environmental Response, Compensation, and Liability Act of 1980 (as in effect on the date of the enactment of this section). 

(C) Certain rules to apply.--For purposes of this paragraph the rules of sections 1392(b)(4) and 1393(a)(9) shall apply. 

(d) Hazardous Substance.--For purposes of this section—

(1) In general.--The term `hazardous substance' means—

(A) any substance which is a hazardous substance as defined in section 101(14) of the Comprehensive Environmental Response, Compensation, and Liability Act of 1980, and 

(B) (B) any substance which is designated as a hazardous substance under section 102 of such Act. 

(2) Exception.--Such term shall not include any substance with respect to which a removal or remedial action is not permitted under section 104 of such Act by reason of subsection (a)(3) thereof. 

(e) Deduction Recaptured as Ordinary Income on Sale, Etc.--Solely for purposes of section 1245, in the case of property to which a qualified environmental remediation expenditure would have been capitalized but for this section—

(1) the deduction allowed by this section for such expenditure shall be treated as a deduction for depreciation, and 

(2) such property (if not otherwise section 1245 property) shall be treated as section 1245 property solely for purposes of applying section 1245 to such deduction. 

(f) Coordination With Other Provisions.--Sections 280B and 468 shall not apply to amounts which are treated as expenses under this section. 

(g) Regulations.--The Secretary shall prescribe such regulations as may be necessary or appropriate to carry out the purposes of this section. 

(h) Termination.--This section shall not apply to expenditures paid or incurred after December 31, 2000.

''.[[Page 111 STAT. 885]] 

(b) Clerical Amendment.--The table of sections for part VI of subchapter B of chapter 1 is amended by adding at the end the following new item: 

Sec. 198. Expensing of environmental remediation costs.''. 

(c) <<NOTE: 26 USC 198 note.>> Effective Date.--The amendments made by this section shall apply to expenditures paid or incurred after the date of the enactment of this Act, in taxable years ending after such date.


IRS Instructions for Section 198
http://www.irs.gov/instructions/i1120ss3/ch01.html#d0e830

Purpose of Schedule 

Schedule M-3 Part I asks certain questions about the corporation's financial statements and reconciles financial statement net income (loss) for the consolidated financial statement group to income (loss) per the income statement for the U.S. tax return. 

Schedule M-3 Parts II and III reconcile financial statement net income (loss) for the U.S. tax return (per Schedule M-3, Part I, line 11) to total income (loss) on Form 1120S, page 3, Schedule K, line 18. 


Part III. Reconciliation of Net Income (Loss) per Income Statement of the Corporation With Total Income (Loss) per Return — Expense/ Deduction Items 

Line 22. Section 198 Environmental Remediation Costs
Report on line 22, column (a), any amounts attributable to environmental remediation costs included in the net income per the income statement. Report in columns (b), (c), and (d), as applicable, any deductible amounts attributable to environmental remediation costs described in section 198 that are paid or incurred during the current tax year. 
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