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Renewable Energy And Tax Reform 

Law360, New York (March 16, 2017, 12:00 PM EDT) -- Over the next few 
months, the debate over reforming the nation’s tax code will intensify, and 
the renewable energy tax provisions — the production tax credit (PTC) and 
the investment tax credit (ITC) — will once again be subject to scrutiny, 
despite recently having been extended under the last administration. 
 
The Republicans are currently on three separate tracks to reform the tax 
code — the House Committee on Ways and Means tax plan, the approach to 
tax reform by the Senate Finance Committee and the tax reform proposal of 
President Trump. 
 
Many media outlets and industry observers have speculated that the PTC and 
the ITC could be at risk of being either scaled back or eliminated altogether. 
 
Renewable Tax Incentives 
 
In 2015, after years of starts and stops and inconsistent policy, Congress 
retroactively extended the PTC and the ITC. 
 
For the PTC, the tax credit will reduce in value by 20 percent each year over a 
multi-year phase down period beginning in 2017. Once a wind project is 
placed in service, the PTC lasts for 10 years. Construction must begin before 
the end of 2019. 
 
Congress also revised and extended the ITC for solar projects that is equal to 
30 percent of the cost of the investment for construction that begins before the end of 2019. 
 
The value of the ITC decreases to 26 percent of the cost of the investment, if construction begins in 
2020, and to 22 percent if construction begins in 2021. The value of the credit is then reduced to 10 
percent of the cost of the investment. 
 
A summary chart is provided below: 
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The extension has been an enormous gain for the wind and solar industries, ensuring stability and 
providing much needed certainty for investors. 
 
The House 
 
In the House, the Committee on Ways and Means has the responsibility to initiate and draft tax reform 
legislation. It is where the debate over tax reform will start. Chairman Kevin Brady, R-Texas, has unveiled 
the parameters of proposed tax reform legislation. It is broad in its scope and avoids specific industries, 
including wind and solar. 
 
The House Republican blueprint “envisions tax reform that is revenue neutral,” as it “eliminates special-
interest deductions and credits in favor of providing lower tax rates for all businesses and eliminating 
taxes on business investment.” This means picking winners and losers. 
 
Even with dynamic scoring, most important business tax breaks must be eliminated to pay for 
dramatically lower rates. The Democrats on the committee have not been asked to participate in 
drafting a bipartisan bill. 
 



 

 

 
The Senate 
 
In the Senate, Finance Committee Chairman Orrin Hatch, R-Utah, has taken a different approach to tax 
reform. He has reached out to the ranking member of the committee, Sen. Ron Wyden, D-Ore., to work 
in a bipartisan way to draft a bill. 
 
The odds are good that the tax reform bill passed by the Finance Committee will be bipartisan and 
focused on consistent tax policy. Both senators have been long supporters of renewable tax incentives, 
especially the PTC and the ITC. If there is a safety wall for the industry, it will be in the Senate. 
 
The President And The States 
 
President Trump has said, “Wind power kills all the birds.” He has called renewable energy subsidies “a 
disaster” and “a bad investment.” The President has also said he was “okay” with the PTC for wind and 
favors an “all-of-the-above” energy policy. 
 
The Trump tax reform plan does not directly address renewable energy tax provisions. Like the House 
Republican blueprint, it calls for a bill that is revenue neutral by “reducing or eliminating some corporate 
loopholes that cater to special interests, as well as deductions made unnecessary or redundant by the 
new lower tax rate on corporations and business income.” 
 
The statements of Trump’s key advisors and influential supporters in the private sector have expressed 
different views on tax reform and on the importance of renewable tax incentives. As the debate 
commences, the position of the president remains uncertain and subject to change. 
 
At the state level, many governors (both Republicans and Democrats) have voiced support for ongoing 
renewable investments due to strong job growth from the renewable sector — particularly, from wind 
and solar projects. Many state public utility commissions have recently extended and/or increased their 
renewable generation targets in further support the renewable energy industry within their states. 
 
The Economics Of It All 
 
Despite the winds of change in Washington, political rhetoric will face economic reality when accounting 
for the increasingly lower cost of renewable energy. 
 
Everyone predicted that the cost of wind and solar development would be reduced; however, almost 
every projection of lower costs has been exceeded as costs have fallen at an accelerated rate. Although 
the rate of falling costs has begun to decelerate, the levelized cost of electricity (LCOE) of renewable 
projects has reached, or even beaten, the cost of generation from traditional generation assets. 
 
In many counties across the U.S., renewable energy projects are now the lowest cost of new electricity 
generation, as demonstrated in a recent study by the Energy Institute from the University of Texas at 
Austin: New U.S. Power Costs: by County, with Environmental Externalities. 
 
The study showed on a county-by-county basis the lowest cost of currently available electricity 
generation technology (e.g., coal, natural gas combined cycle, nuclear, solar or wind). In many large 
geographic areas of the country, the lowest cost of electricity generation is now renewable-based 
generation. 



 

 

 
That being the case, regardless of Washington politics, given that the cost of renewable energy has now 
fallen to, or below, grid parity, we should anticipate that renewable energy deployment across the U.S. 
will continue to rise. 
 
—By Michael Andrews and Brad Thompson, King & Spalding LLP 
 
Michael A. Andrews is of counsel, and Brad Thompson is a partner, at King & Spalding LLP. 
 
The opinions expressed are those of the author(s) and do not necessarily reflect the views of the firm, its 
clients, or Portfolio Media Inc., or any of its or their respective affiliates. This article is for general 
information purposes and is not intended to be and should not be taken as legal advice. 
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