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Solar Market Lights Up Thanks to 
Extended Tax Credit and Declining Costs

In December, Congress gave 
the solar power industry a 
big—and unexpected—

Christmas present, extending 
for another five years the Invest-
ment Tax Credit (ITC), which 
has been a primary driver in the 
industry’s growth over the past 
decade. 

The ITC, in place since 
2006, provides a dollar-for-
dollar reduction in federal 
income taxes equal to 30 per-
cent of the investment in a solar 
system placed into service on a 
residential or commercial prop-
erty. The tax credit was set to 
expire at the end of 2016, and 
most industry analysts predicted 
that Congress would let it end. 
Instead, Congress renewed the 
ITC, along with several renew-
able energy tax credits that 
were due to expire at the end of 
2015, and extended it through 
the end of 2021.

The Solar Energy Industries 
Association (SEIA) estimates 
that the ITC extension will 
increase domestic solar power 
capacity from approximately 
23 gigawatts (GW) at the end 
of 2015 to more than 100 GW 
by 2020, at which point solar 
power will account for 3.5 per-
cent of U.S. electricity genera-
tion. In contrast, had the ITC 
been allowed to expire, SEIA 
estimates that total solar power 
capacity in 2020 would have 
been closer to 50 GW.

Regulatory 
Certainty
Given the inaction of Congress 
in recent years, the early ITC 
extension caught nearly every-
one in the solar power industry 
by surprise, and has radically 
changed industry projections. 

This year was shaping up to 
be the biggest year yet for the 
solar power industry. Facing 
the need to complete all ITC-
supported projects before the 
end of 2016, the industry was 
forecast to install 11.2 GW of 
capacity—a 45 percent increase 
over 2015. 

However, 2017 was expected 
to be a bust, with SEIA fore-
casting as much as a 71 percent 
decline in year-to-year solar 
installations.

Now, with pressure to com-
plete projects by the end of 
2016 eliminated, the peak may 
not be quite as high, but the 
valley will be much shallower.

“The biggest impact is the 
regulatory certainty provided by 
this latest legislation,” says Jason 
Hoskins, chief engineering 
and technical officer at Ulteig. 
“Having a five-year-plus plan is 
very helpful to the industry as 
a whole.”

“We see some of the current 
2016 projects slipping into 
2017,” says Tom Phillips, vice 

president and director of renew-
able energy business at Black & 
Veatch. “We also see some of 
the projects that were not finan-
cially viable without the ITC 
being rejuvenated.”

Grid Parity
One of the reasons many ana-
lysts did not expect Congress 
to extend the ITC was the 
increasing competitiveness 
of solar power. Technological 
advancements in recent years—
especially in the photovoltaic 
(PV) segment—have narrowed 
the price gap between solar and 
more traditional power sources. 

From 2008 to 2014, the cost 
for installed PV modules fell 
from $3.57/watt (W) to 
$0.71/W—a more than 75 per-
cent decline. From the second 
quarter of 2014 to the second 
quarter of 2015, module prices 
fell an additional 6 percent. 

According to GTM Research, 
40 percent of the utility-scale 
PV projects currently under 
development “have been pro-

cured primarily due to solar’s 
economic competitiveness with 
fossil-fuel alternatives.” 

Lay the ITC on top of that 
shrinking price gap and you 
have a bright outlook for the 
solar industry.

“With utility-scale solar 
continuing to push towards 
grid parity without subsidies, 
the ITC extension will ensure 
solar remains an important 
and growing part of our energy 
mix,” says Amec Foster Wheeler 
Vice President Tom Dodson, 
who heads the firm’s solar 
business.

At the same time, costs in 
the solar industry will continue 
to decline. “Panel pricing will 
continue to fall because of effi-
ciency increases,” says Phillips. 
“Cell technologies will continue 
to improve. We’ll see improve-
ments in rack designs, inverters 
with lower prices, and a shift 
from 1,000 volt systems to 
1,500 volt systems.”

Two other important market 
forces are the impacts of various 

Black & Veatch provided engineering, procurement and construction services for Arizona Public Service’s Solana 
Generating Station in Gila Bend. The solar power plant sits on 400 acres and produces 32 megawatts of electricity—
enough capacity to power 8,000 homes and businesses.
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state renewable energy programs 
and the eventual phase-in of the 
Clean Power Plan (CPP).

Numerous states—led by 
California, North Carolina and 
Minnesota—have programs 
that promote the development 
of solar power. While they don’t 
have the same impact as the 
ITC, they still provide incen-
tives for developers.

“Minnesota has a require-
ment that investor-owned 
utilities produce 1.5 percent 
of their energy via solar by 
2020,” says Hoskins. “That 
will drive investment into the 
technology.”

Solar will also benefit from 
the implementation of CPP, 
which is designed to cut carbon 

emissions from the nation’s 
power plants. Although the first 
CPP compliance dates don’t 
kick in until 2022, the rule 
includes a Clean Energy Incen-
tive Program to support renew-
able energy installations in 2020 
and 2021, just as the ITC is 
winding down.

Modularized 
Systems
Phillips sees significant oppor-
tunities for engineering firms in 
the lead-up to and implementa-
tion of CPP.

“Many utilities need help 
understanding how to integrate 
solar into their portfolios and 
putting their strategies in place,” 
he says. “West Coast utilities 

tend to have a very good under-
standing, but for some in the 
Midwest and on the East Coast, 
it might be more of an educa-
tional process.”

He also sees a strong market 
for engineering, procurement 
and construction (EPC) firms 
to work with developers to 
design and build utility-scale 
PV solar projects and “oppor-
tunities in performance calcula-
tions and in conceptual and 
detail design.”

Outside of the EPC space, 
however, design firms might 
find prospects in the sector less 
robust for two reasons.

First, says Dodson, “The 
value of engineering isn’t com-
mensurate with the revenue 

associated. It’s a very small piece 
of engineering that affects a 
$500 million project.”

Second, as the industry 
matures, Hoskins says, “systems 
will become more modular-
ized, especially for smaller 
installations, and the level of 
engineering could be reduced 
over time.”

As a result, the primary 
opportunities for engineering 
firms within the sector will lie 
more with the infrastructure, 
focusing on permitting, geo-
technical, and grid connections.

Gerry Donohue is ACEC’s 
senior communications 
writer. He can be reached at 
gdonohue@acec.org.
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