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Tax Incentives 
 
 
 
 
 

The federal Investment Tax Credit (ITC) allows business owners to claim a tax 
reduction for a specified value of solar construction costs. In 2022 the credit 
amount is 26%. Unlike tax deductions, this tax credit can be used to directly offset 
your tax liability dollar for dollar. If your tax credit exceeds your tax liability you 
can roll the credit into future tax periods for 20 years. The Inflation Reduction Act 
of 2022 increases the ITC to 30% starting in 2023, carrying through the next 
decade. 

 
 
 
 
 
 
 
 

Example: $250,000 solar 
project built in 2023 = 

$75,000 in ITC tax credit 
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Federal Bonus Depreciation (MACRS): 
 
 

The 2018 Tax Reform Bill modifies bonus depreciation under Code Section 168(k) to allow 100% 
expensing for property placed in service after September 27, 2017 and before January 1, 2023. 
By increasing bonus depreciation to 100%, the new tax bill essentially allows eligible entities to 
deduct the entire allowable tax basis of the system in the first year of operation. 

 
Under the federal Modified Cost Recovery System (MACRS), businesses may recover 
investments in certain property through depreciation deductions. MACRS establishes a lifespan 
for various types of property over which the property may be depreciated. For PV systems, the 
taxable basis of the equipment must be reduced by 50% of any federal tax credits associated 
with the system. 

      

  ($75,000)] x   

= Depreciation benefit that can be used         

    



Solar Renewable 
Energy Credits (SRECs) 

 

SRECs are a state-level performance-based incentive. Payments are made to solar asset owners 
for each 1,000 kWh (1 MWh) of electricity their system generates. The payment amount 
depends on the state and is determined by state compliance market conditions. State 
legislation sets targets for the percent of total electricity supplied by utilities. In order to meet 
these targets utilities must buy SRECs. Therefore, compliance market prices are driven by state 
mandated solar procurement targets and the amount of available SRECs in the market. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Washington DC has a very 
aggressive 100% renewable goal 
and very limited space in which 
to construct solar and therefore 
has some of the most 
competitive SREC prices in the 
nation. The current DC SREC 
price is: $395/MWh or 
$0.395/kWh. This is over three 
times the going rate for 
electricity, making solar projects 
in DC very profitable. 

Maryland also has a strong SREC 
market with a Renewable 
Portfolio Standard (RPS) requiring 
that 50% of the state’s electricity 
be sourced from renewable 
energy by 2030 with a 14.5% 
carve-out specifically for solar 
energy by 2028. Current MD SREC 
price is $59/MWh or $0.059/kWh. 
This price is mandated to step- 
down in coming years. 

Virginia has been mandated 
by the Virginia Clean 
Economy Act to establish a 
SREC market. This market has 
not yet launched however 
payouts are currently 
available at $35/MWh or 
$0.035/kWh. This is a market 
to watch closely in 2023. 



Commercial Clean Energy Rebate Program 
 

The Maryland Energy Administration (“MEA”) provides rebates to businesses, 
nonprofits, local governments, and State of Maryland government agencies and 
departments that install clean energy systems on facilities located within the State. 
Clean energy systems can be purchased by the applicant or installed through third- 
party ownership. Eligibility requirements per applicant and clean energy systems 
apply. 
Grant awards are determined by system size and range from $1,000 for an 8kW 
system to $30,000 for a 375kW system. Applicable for project up to 375kW. 

Solar Canopy Grant Program 
 

Previously known as the Parking Lot Solar Photovoltaic Canopy with EV Chargers 
Grant, this program provides funding to support the installation of solar photovoltaic 
canopy systems over parking lot and parking garages. The program requires at least 
four (4) Level 2 or Level 3 electric vehicle chargers under the solar canopy. This grant 
will provide up to $500 per kW-dc of canopy mounted solar PV per project, with a 
maximum cap of $250,000 per project. 

Solar For All 
This is a yearly RFP program for community solar projects in the District. Awarded 
projects receive $1.18/Watt of solar capacity in exchange for 15 years of solar 
production. The solar asset owner still retains tax benefits & SRECs during this time, 
and can sell solar production after year 16 for the remainder of the 25 warrantied life 
of the solar installation. 
Example: 500kW system = $590,000 in Solar for All Payment in year 1 of operation. 

Grants & Incentive Programs by State 
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Washington D.C. 
 
 



 
 
 

Utility Bill savings: keeps costs low for the life of the system (25+ years) 
 

Electricity savings come from offsetting your current bill through solar production. How much of your 
current electricity bill you can eliminate depends on the building’s energy usage vs. the amount of 
available space for solar installation. 

 
• Solar electricity is always used before electricity from the grid 
• Every kWh from solar replaces one taken from the utility 
• If solar produces more electricity than the building uses, 

excess electricity is fed back into the grid and the solar owner 
is credited for this export through a process known as net 
metering. Credits are used to offset electricity usage during 
months that solar production is less than building electricity 
usage. 

 
 
 

Net metering varies by state: 
 
 
 
 

DC: Solar installations can only 
produce the same amount of 

electricity yearly as used by the 
meter that the solar ties into. If solar 
overproduces usage for one month, 

credits need to offset usage in 
another month in the same year. 

MD: Solar installations can 
produce 200% of a building’s load. 
If solar overproduces usage in one 
month, credits will be applied to 
any other months in same year in 
which usage is greater than solar 
production. If credits remain at 
the end of the year, credits are 
paid out to the system owner at 
the electricity supply rate (usually 

~0.06/kWh). 

 
 
 
 

VA: Similar to Maryland, but 
the limit for solar 

production over building 
load yearly is 150%. 

 
 
 
 
 
 
 
 

Example of solar production 
modeled against building 
consumption. Overproduction in 
Feb-May is credited to offset usage 
in June-January. 



Sample solar cash flow 
(Washington D.C. project) 

 

 
 

  
Initial cost 

Incentive amounts  
 

Total Savings 

Effective cost 
after incentives 

Positive cash 
flow starting in 

year 4 



Power Purchase Agreements (PPAs): 
 

A PPA, or Power Purchase Agreement, is a popular choice among entities that want to take advantage of 
the clean energy production but do not necessarily want to own the PV system. This particular type of 
financing requires minimal to no upfront capital cost and provides a quicker payback than most. The 
building owner leases the space to the third-party investor and pays for the energy produced at a 
reduced rate. Though the business would not own the system hardware or take advantage of the federal 
tax benefits, the business owner is able to still reap the financial benefits of solar. Below you will find an 
example of a Power Purchase Agreement financial breakdown: 

 

$0 upfront costs Year 1 Cashflow 
 

Lifetime Savings Total System Production 
 
 
 
 



 
 
 

Community Solar: 
There is another option for business owners to install solar on their roof. For warehouses & larger structures that have 
under-utilized roof assets, they can lease their rooftop space for a solar array to be installed so that energy produced can 
be bought and sold by a “community solar” program. This solar business plan is a simple three step process: 

 
1. Lease your roof space to a clean energy investor or utility. 
2. These third-party entities install and own the system 
3. Receive monthly install payments from the third party entities 

*Fees are typically paid on the production of the solar array.* 
The produced solar is then sold to “off-takers” or groups of ratepayers that have determined to buy solar from a 
system producing within their regional grid. This type of arrangement is a win for the system owner since they have a 
site for the array, a win for the off-taking ratepayers buying clean energy, and a win for the building owner who is now 
generating revenue from an otherwise unutilized building asset. This model is heavily used by Prologis and other real 
estate investment firms. 

 
Rooftop solar can be key to either structuring an additional revenue stream or it can be a powerful tool in offsetting electricity 
bills for the building’s own use. 

 
 
 
 
 
 
 
 
 
 
 
 

 
How it 
works 

 
Ratepayers pay 

the system owner 

 
 
 

Third-party 
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Third-party entity pays 
property owner a 

leasing fee 
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For more information on this document or commercial 

solar details, give us a call: 410-505-4848 
www.aurora-energy.com 

 
     

Solar array provides 
   


