
 

On November 2, the IRS released Taxpayer 

Advice Memorandum 201244015 that concludes 

certain utility smart meters are six-year property 

and thus eligible for five-year depreciation.   This 

conclusion was contrary to the arguments 

advanced by the IRS examination personnel 

responsible for the taxpayer's case. 

The taxpayer, a reulgated utility, replaced its 

decades-old standard electromechanical meters 

with new smart meters. The new meters are 

capable of real-time monitoring of electicity 

usage, as well as providing information on power 

outages and other data, 

The issue raised is whether the meters are 

considered to be part of Rev. Proc. 87-56 asset 

class 00.12 and thus are six-year property, or as 

qualified technological equipment under 

§168(i)(2), in which case the asset life would 

relate to the utility's distribution assets. 

 
Asset class 00.12 includes information systems 

such as computers and peripheral equipment 

used in administering normal business 

transactions and the maintenance, retrieval, and 

analysis of business records. It does not include 

equipment that is an integral part of other capital 

equipment that is included in other classes of 

economic activity.  

 

The IRS agreed with the taxpayer that the meter 

is used in administering normal business 

transactions and in the maintenance, retrieval, 

and analysis of taxpayer's business records 

during the year at issue.  

 

The IRS also determined that the meter is a 

computer under asset class 00.12 of Rev. Proc. 

87-56 because it shares common features with 

computers such as a central processing unit with 

storage and other logic functions. In addition, it 

is programmable, electronically activated, and is 

capable of detecting energy tampering or service 

quality issues.  

 

The IRS found the exceptions to asset class 00.12 

inapplicable because the meter is not used 

primarily for process or production control, 

switching, channeling, or automating 

distributive trades and services such as those 

made by point-of-sale computer systems.  

 

The IRS concluded that the meter has a class life 

of six years because it is clearly includable in 

asset class 00.12.  

 

Finally, the IRS noted that this ruling could be 

modified or revoked if regulations addressing 

this issue are subsequently released by the 

Treasury Department.  However, the IRS also 

noted that such modification or revocation may 

not be applied retroactively if the taxpayer meets 

certain criteria.  
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PwC Observations 

The ruling here clearly provides beneficial 

treatment of smart meters in the factual 

circumstances set out. Many utilities are 

installing smart meters and a favorable asset life 

is likely a welcome development. In addition, 

five-year depreciation is consistent with the 

treatment of other clean energy property such as 

renewable energy assets.  

 

For more information: 

For prior alerts on alternative and renewable 

energy tax issues, please see our news archive. In 

addition to the Alternative & Renewable Energy 

Tax News alert, PwC also publishes a cross-

disciplinary news alert providing updates on 

cleantech, sustainable development, and the 

business impacts of US climate and energy 

policy. For further information and to sign up for 

these alerts, click here.  

For more information about using energy tax 

incentives to meet your renewable energy goals, 

please contact a member of PwC's Sustainable 

Business Solutions tax team: 

Matthew Haskins   202.414.1570 

Kerry Gordon   720.931.7364 

Wendy Punches   408.817.5948 

Courtney Sandifer  202.414.1315 

Jason Spitzer   202.346.5287

 

http://www.pwc.com/us/en/tax-services/newsletters/alternative-renewable-energy-archive.jhtml
http://pwcprd-wip.pwcinternal.com/us/en/corporate-sustainability-climate-change/register.jhtml

