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Recent Presidents Who Had Major Tax Bills 
the Year of their Inauguration
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Tax Cuts and Jobs Act
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Tax Cuts and Jobs Act

• LIHTC and R&D explicitly retained
• Tax exemption for private activity bonds repealed – effective 12/31/17
• Historic Tax Credits and New Markets Tax Credits terminated

• Deduction of interest expense for corporations limited to 70 percent of net 
interest expense

• Not applicable to real estate

• Generally keeps current law 5-yr PTC/ITC phasedowns in place

• Eliminates PTC inflation adjustor

• Changes continuous construction requirement

• Extends “orphaned” RETC technologies as per ITC phasedown schedule

Business



Tax Cuts and Jobs Act

• Individual rates of 12%, 25%, 35% and 39.6% 

• Mortgage interest deduction retained but capped at $500,000 

• Charitable giving deduction retained but limited

• Municipal bond income exemption retained

• State & local property tax deduction retained, state and local income tax 
deduction repealed 

• Most other itemized deductions repealed

• Individual AMT repealed

• Estate tax exemption increased and then repealed in 2024

Individual



NOV DEC

SENATE IN SESSION: 22 days

HOUSE IN SESSION: 18 days

The PlanNov. 2
• House tax reform 

bill released

Week of Nov. 6
W&M markup 11/6-11/9 Dec. 14/15

Currently 
scheduled to 
adjourn for the 
holidays

Full Senate 
considers 
tax reform

Nov. 9
Expected tentative release 
of Senate tax reform bill

Dec. 8
CR expires

Tentative week of Nov 13 
Senate Finance Committee 
considers tax reform
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Outline of Presentation

• 2015 Extension of the PTC and ITC

• "Orphaned" RE Tax Credits 

• House Tax Reform Bill

• Outlook  
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Consolidated Appropriations Act of 2016

• Extended and phased out Production Tax Credit (PTC) for wind energy through 
the end of 2019 

• Extended and phased-down the Investment Tax Credit (ITC) for solar energy 
through 2021

• Appropriations Act represented a compromise with the extension of the PTC 
and ITC pared with the repeal of the crude oil export ban

• Failed to extend a number of renewable energy and energy efficient tax 
credits through the end of 2016 
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PTC Extension 

• 2016 Consolidated Omnibus Appropriations Act extended the deadlines to 
begin construction to qualify for the PTC

• Dec. 31, 2016 to qualify for 100% of value (2.3¢/kWh) 
• Dec. 31, 2017 to qualify for 80% of the value (1.8 ¢/kWh)
• Dec. 31, 2018 to quality for 60% of the value (1.4 ¢/kWh) 
• Dec. 31, 2019 to qualify for 40% of the value (0.9 ¢/kWh) 

• Treasury Dep't ,under Pres. Obama, issued guidance that provides a "safe 
harbor" for a wind facility to qualify for the PTC if such facility has incurred at 
least 5% of the cost was paid prior to the deadline for the credit.  
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ITC Extension 

• 2016 Consolidated Omnibus Appropriations Act extended and phased down 
the ITC for business 

• 30% of the cost of the system (deadline - Dec. 31, 2019)
• 26% of the cost of they system (deadline - Dec. 31, 2020)
• 22% of the cost of the system (deadline - Dec. 31, 2021)
• 10% of the cost of the system for any new commercial solar unit (2022 

onward) 
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Orphaned Energy Tax Credits - Drafting Error or 
Conscious Omission?

• 2016 Omnibus Appropriations Act failed to extend the following energy tax 
provisions, among others:  

• 30% ITC or PTC for open-loop biomass, geothermal, MSW, landfill gas, qualified hydro, 
marine and hydrokinetic facilities

• Business ITC for geothermal, small wind, and CHP
• Credit for construction of new energy efficient homes
• Energy efficient commercial building deduction  
• Income tax credit for biodiesel and renewable diesel fuel 
• Alternative vehicle refueling tax credit 
• Tax credit for qualified fuel cell vehicles 

• Democrats attempted but failed to attach an extension of "orphaned" energy 
tax provisions to various bills last year.
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House Tax Bill - Changes to Energy Tax Incentives 

• PTC:  reduces the tax credit for new facilities to 1.5 ¢/kWh and eliminates 
the Obama administration's "safe harbor" provision

• Solar ITC: eliminates the 10% credit for solar after 2027

• Non-Solar ITC: extends, until Dec. 31, 2021, credit for CHP, small wind, fuel 
cells geo-thermal, and aligns the phase-down schedule w/the solar ITC

• Extends residential energy efficient credit until Dec. 31, 2021

• Extends PTC for nuclear facilities placed into service by Jan. 1, 2021

• Eliminates the $7,500 electric vehicle tax credit

• Eliminates the marginal well and enhanced oil recovery credits
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Outlook for Renewable Energy Tax Policy   

• Changes to PTC and ITC: key Senate Finance Committee Republicans, 
including Chuck Grassley (IA), are strong supporters of the PTC, and they are 
expected to push back against the House bill

• "Orphaned" Energy Tax Provisions: inclusion of EE residential credit and ITC 
for CHP, small wind, fuel cells and geo-thermal could bode well for their 
inclusion in any final tax bill

• Post-2018 Outlook: if Democrats re-take the House and/or Senate, there 
could be a push for a carbon tax and/or a technology neutral clean energy 
tax incentive bill (e.g., Senator Wyden's "Clean Energy for America Act")  
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Renewable Energy and the Trump Administration

• Ten months into the Trump administration, the renewables industry is now 
facing three regulatory headwinds.

• One is corporate tax reform.  
• Companies have managed to continue signing PPAs and financing 

projects despite the uncertainty. 



House Bill

• Most questions since the House draft was released last Thursday have been 
from wind companies.  

• Financings of wind farms may stall until the measure ultimately clears 
Congress. 

• 1.5¢
• continuous construction 



House Bill

• The biggest hit has been to companies that stockpiled equipment by 2016 to 
use in future projects as a way of starting construction.  

• Some such companies are looking at restarting work under the physical work 
test as a firewall against complete loss of production tax credits.

• Repowerings have been thrown into limbo.



House Bill

• The next two provisions attracting the most questions are the 100% 
depreciation bonus and the 20% excise tax on cross-border payments 
between affiliated companies.



House Bill

• Most investors have been taking a 50% depreciation bonus this year as a way 
of mitigating the risk of a lower corporate tax rate after 2017.  

• The House bill would allow a 100% depreciation bonus on new or used 
equipment acquired after September 27.  

• This will be a problem in partnership flip transactions.  

• Look for most investors to use a transition rule in the bill for any year-end 
transactions to stay under current law.  

• Regulated utilities cannot claim the 100% bonus.
• Sale-leasebacks could make a comeback.



House Bill

• Other countries see the proposal to slap a 20% excise tax on cross-border 
payments between affiliates -- unless services are provided to US companies 
at cost -- as a revenue grab at their expense.  

• The tax would not apply until 2019.



House Bill

• The corporate rate reduction and denial of interest deductions on debt are 
expected to push up the cost of capital for renewable energy projects.  
Interest deductions are deferred to the extent net interest expense in a year 
exceeds 30% of taxable income after adding back depreciation and 
amortization.  

• There is no transition relief in the House bill for companies with existing debt.

• The limit is applied at the partnership level.  
• Regulated utilities are not subject to the limit.  



House Bill

• Companies would not have to go to great lengths in the future to avoid 
partnership terminations.  

• The House bill would tax corporations and partnerships on capital 
contributions to the extent the contribution exceeds the value of any 
corporate shares or partnership interest received in return.  

• This will create confusion over the tax treatment interconnection payments to 
utilities.



Tax Changes

• The House tax bill is a “proposed change in tax law” triggering certain rights 
for tax equity investors in existing deals.  

• Most investors have been looking at their existing deal papers to assess what 
happens after such a change.



Tax Changes

• The tax equity market puts most tax-change risk on the sponsors.  

• In a majority of deals this year, the investor has been taking proposed tax 
changes into account in sizing its investment, and there is a resizing at the 
end of 2018.  

• Proposed tax changes that cannot be reflected fully in the pricing are an 
excuse not to fund.

• recapture indemnity
• fixed flip deals



Solar Tariff Recommendations

• Market reaction to the solar tariff recommendations last week by individual 
International Trade Commission members is mildly positive.  

• The suggested tariffs would push panel prices back to September 2016 
levels and exempt imports from Singapore, among other countries.  

• One commissioner, a Republican, proposed an import quota starting at 8.9 
GW the first year increasing 1.4 GW annually and an auction for import 
licenses starting at least at 1¢ a watt.



Solar Tariff Recommendations

• Trump has until January 12 to "take action" on the tariffs.  

• Sean Hannity made a radio ad arguing against the tariffs as a bailout for two 
foreign producers.  

• The US solar industry will remain in limbo until this is settled.  

• Tariffs cannot increase panel prices by law by more than 50%.
• China and India



Grid Reliability

• FERC is unlikely to adopt a proposal by US Energy Secretary Rick Perry to 
order RTOs to dispatch coal and nuclear power plants ahead of renewable 
and gas plants offering cheaper electricity and to pay coal and nuclear 
electricity prices that ensure them a profit.  

• It may try to find another way to address "grid reliability."
• 60 days
• ZECs



Deal Volume

• Banks have been reporting weak deal volume all year.  

• Spreads have tightened to 162.5 to 175 bps over LIBOR, with some lending 
as low as 150 bps.  

• Some banks are moving to credit two to three years of revenue past the PPA 
term when calculating advance rates.

• turnaround?



Deal Volume

• Wind tax equity deal volume is down due to risk from tax reform.  

• Wind deal volume was running at a $3.4 billion annual pace in H1 compared 
to $6 billion for the full year 2016.  

• Solar deal volume has remained flat: $2.66 billion in H1 2017 compared to 
$2.7 billion during the same period in 2016. 



Debt

• Most debt remains back levered at 25 bps above senior debt yields.  

• Back leverage creates tension with tax equity investors over cash sweeps and 
change-of-control restrictions.  

• The tax equity market is becoming more accommodating.  
• Tax insurance is becoming more common and premiums are falling.



“Wall of Money”

• There is a "wall of money" chasing contracted projects.  

• Investors are willing to invest at notice to proceed with construction.  

• Discount rates for solar are in the 6% to 7% range unlevered.  

• Fully levered rates are in the 8% to 9% range.
• pension funds



Power Contracts

• Finding power contracts is "brutal."  

• Solar developers have been using PURPA to secure power contracts with 
utilities with mixed success.  

• A BOT model is gaining ground with utilities.  

• Corporate PPAs are on track to exceed 2,500 MWs this year, but some 
corporates are having second thoughts.  

• At least two financings have closed on projects with PPAs with community 
choice aggregators and a third is in the market.  

• Solar proxy revenue swaps are likely to be the next big thing in ERCOT.



PPA Prices

• PPA prices are falling.  

• Low cash flow from electricity sales is driving DROs in some deals above 
50%.  

• Increasing DROs may bring back front leverage, but that would require a 
market consensus on forbearance terms. 



Storage

• Low power prices are driving interest in storage.  

• Another 1¢ per KWh for providing ancillary services or selling a shaped 
product can make a project.  

• Financing for a 110-MW storage tolling facility in southern California closed 
on June 30.  

• The IRS has issued three private letter rulings that batteries installed as part 
of wind and solar projects qualify for a 30% investment credit in appropriate 
circumstances.

• primary use



Power Contracts

• A US appeals court is expected to decide early next year whether any value 
must be allocated to power contracts.  

• The case has been fully briefed, but oral arguments have not been scheduled 
yet.  

• The Treasury cash grant program has wound down, but will remain open past 
this year to deal with continuing appeals.

• six-year statute
• counterclaims



92%

Percentage of Americans who spend more than 
90% of their lives indoors or in vehicles: 



1

Rank of Nebraska among states with 
the least liked state flag:



Number of days in January that the flag at the state capitol 
flew upside down before anyone noticed:
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