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Monetizing Renewable Energy Tax Benefits Under the Stimulus Package 
 
One of the key objectives of the American Recovery and Reinvestment Act of 2009 (Recovery Act) 
was to make federal renewable energy tax incentives immediately available to developers in order 
to stimulate economic growth. Traditionally, such tax incentives have required a project developer 
to have a significant taxable income in order to ultimately monetize the tax incentive in the form of a 
tax refund. Given the extraordinary economic times in which we live, this paradigm is no longer 
feasible. 

To address the fact that "cash is king" in the current economy, Congress included three primary 
incentives in the Recovery Act to assist the renewable power technology industry: (i) the production 
tax credit (PTC); (ii) the investment tax credit (ITC); and (iii) the ability to monetize those credits into 
cash in the form of a cash grant equal in value to the available credit (Cash Grant).  

The Production Tax Credit 

The production tax credit is equal to 1.5 cents per kilowatt hour produced by the taxpayer from 
qualified energy resources and sold to an unrelated person. The PTC is available annually over a 
10 year period beginning with the year that the facility is placed in service. The Recovery Act 
extends the PTC coverage to wind projects that are placed in service before the end of 2012, while 
other qualified technologies have until the end of 2013. The term "qualified energy resources" is 
defined as wind, closed-loop biomass, open-loop biomass, geothermal energy, solar energy, small 
irrigation power, municipal solid waste, qualified hydropower production, and marine and 
hydrokinetic renewable energy. The Recovery Act requires that the PTC 
is subject to phase out limitations and is also reduced (but not below 
50%) for certain subsidies, tax-exempt bonds, governmental grants and 
other credits. 

FOREcast (Funding 
Opportunities for Renewable 
Energy), a periodic newsletter 
published by Brownstein Hyatt 
Farber Schreck. With this 
newsletter, we hope to assist 
the clean technology 
community in funding the 
development and 
commercialization of clean 
technologies. FOREcast will 
provide information on the 
types of projects funded by the 
federal and state governments, 
the types of funding 
instruments used, private 
companies' input to public 
agencies for clean tech 
support, trends in the public 
support of clean technology, 
and funding awards. 

The Investment Tax Credit 

The investment tax credit is either a 10% or a 30% tax credit for certain 
qualifying renewable energy projects which may only be claimed as an 
alternative to the PTC. Those projects qualifying for the 30% ITC 
include qualified fuel cell property, and solar and small wind energy 
projects. Projects that do not qualify for the 30% credit, such as 
geothermal, generally qualify for a 10% credit. In certain instances (e.g., 
fuels cells and micro turbines) the ITC is subject to a dollar cap. The 
Recovery Act extended the ITC for qualifying projects placed in service 
prior to the end of 2016. If placed in service after that date, the ITC is 
either not available at all or reduced in amount from 30% to 10%. 
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Choosing Which Credit to Claim 

The PTC and the ITC have particular requirements that may impact which credit a taxpayer should 
choose. One key difference between the tax credits is that the depreciable tax basis of the property 
eligible for the ITC must be reduced by one-half of the value of the ITC. This reduction is not 
applicable to the PTC. Even though the ITC may be claimed as a credit in the year the project is 
placed in service, or possibly as construction progresses, the ITC may be subject to recapture and 
repayment if the project is disposed of prior to achieving a five-year operating history.  

From the standpoints of monetization, availability of up front cash and maximizing a return on 
investment, the ITC would likely meet those objectives long before the PTC. The ITC can be 
claimed in the year the project is placed in service, while the PTC is claimed over a 10 year period. 
However, both credits require that the claiming taxpayer have taxable income and resulting tax 
against which to claim the credit.  

In addition to analyzing the credits from a monetization standpoint, there are also numerous other 
quantitative and qualitative factors that should be weighed in determining which credit is best for the 
taxpayer. The U.S. Department of Energy recently funded a study to analyze, from a project 
developer/owner perspective, the choice between the PTC and the ITC (or equivalent Cash Grant). 
The report setting forth the findings was published in March 2009 and is available at 
www.eetd.lbl.gov/ea/emp. The report concludes that for projects that begin construction in 2009 or 
2010, it is more likely that the Cash Grant alternative will be selected by the participants. 

Obtaining a Cash Grant - Monetizing the Tax Incentive Now 

The Recovery Act recognized a developer's need for cash. It explicitly provides that a wind project 
developer can elect to receive a 30% ITC instead of the PTC. It also provides that any renewable 
energy generator entitled to either the PTC or ITC can elect to receive a cash grant, in lieu of 
claiming an ITC. In both instances, the cost associated with either choice is that the depreciable tax 
basis of the property involved must be reduced by one-half of the applicable tax incentive. This 
reduction will impact the amount of depreciation that can be claimed for tax purposes as well as 
increase the amount of gain or decrease the amount of loss that may result upon disposition of the 
property. The Cash Grant is excluded from the taxable income of the recipient. 

The new Cash Grant program will be administered by the Department of the Treasury. All grant 
applications must be received by Treasury before October 1, 2011. The Recovery Act indicates that 
Treasury will make payment of any grant during a 60 day period beginning on the later of: (i) the 
date of the application for the grant, or (ii) the date the specified energy property for which the grant 
is being made is placed in service. As a result, the taxpayer will still need to be able to advance the 
costs associated with construction, development or purchase of the qualifying property. However, 
reimbursement is mandated to occur relatively quickly.  

Treasury has authority to require the repayment of some or all of the Cash Grant if the project is 
disposed of within 5 years. Certain taxpayers are not eligible to receive the grant due to their 
favorable tax treatment. These include federal, state and local governments (or any political 
subdivision, agency or instrumentality thereof), tax-exempt entities under section 501(c) of the 
Code, qualified issuers of clean renewable energy bonds, and any partnership or pass-through 
entity with members as described above.  
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ARPA-E Issues Solicitation for Funding Opportunity to Foster R&D of  
Transformational Energy-Related Technologies 

 

On April 27, 2009, the Advanced Research Project Agency-Energy (ARPA-E) issued its first funding 
opportunity announcement (FOA) soliciting concept papers for transformational energy related technologies. 
ARPA-E is a new organization within the Department of Energy (DOE) created specifically to foster research 
and development (R&D) of transformational energy technologies and systems. According to ARPA-E, 
transformational technologies are by definition technologies that disrupt the status quo. In other words, a 
technology that so outperforms current technologies that it causes an industry to shift its technology base.  

Funding Focus 
The FOA is narrowly focused on transformational R&D that has the potential to create new ways to produce, 
transmit, use and/or store energy. However, the FOA is intentionally broad with regard to the applications and 
technologies themselves. Any type of technology that has the potential to enhance the economic and energy 
security of the United States is eligible for funding assistance under the FOA. ARPA-E is willing to work with 
both early and late stage R&D companies that have a credible plan to mature a transformational technology to 
move the technology past the "valley of death."  

For early stage technologies, the agency will focus on drawing an applicant's discovery or invention out of the 
laboratory and determining whether the technology can be made sufficiently robust for real world applications. 
For more mature technologies (technologies at the "end point of the R&D project"), ARPA-E will target 
technologies where primary technical risks have already been reduced so that funding can be used to take the 
technology to the final stages of development in the marketplace. Through this funding, ARPA-E hopes to 
accelerate development of these technologies and make possible transformational technologies that normally 
would not be able to reach sufficient maturity to be useful.  

Eligible Applicants 
The FOA invites submissions from any type of technology R&D entity, including for-profit entities, academic 
institutions, research foundations, not-for-profit entities, collaborations and consortia. The lead organization 
that will enter into the agreement with ARPA-E must be a U.S. entity. Foreign entities may participate as part 
of a collaboration, consortia or other team arrangement, but may not lead the team. A minimum of 90% of the 
work as defined by total project costs must be performed in the U.S. 

Submission and Project Requirements 
Applicants are initially required to submit a pre-application in the form of a concept paper. The submission 
period for concept papers starts on May 12, 2009, and ends on June 2, 2009, at 8:00 p.m. Eastern Time. 
Concept papers will be reviewed on a rolling basis, and ARPA-E strongly encourages early submission. 
ARPA-E will review the concept papers and select those that it believes describe potentially transformational 
ideas. The submitters of the selected concept papers will then be invited to submit a full application for review. 

Amount of Funding/Period of Performance 
ARPA-E expects to expend approximately $150 million under the FOA. This funding will be awarded largely 
through cooperative agreements and technology investment agreements, although some straight grants may 
also be awarded. The agency anticipates that most of the awards will be between $2 and $5 million but will 
evaluate projects on a case-by-case basis. According to the FOA, some awards may be as low as $500,000 
and as high as $20 million. 

The FOA indicates that ARPA-E will maintain flexibility in establishing the terms of cost sharing arrangements 
with its partners. As a rule of thumb, higher risk projects will receive lower cost sharing, while technologies 
closer to market or with significant market and profitability potential will receive higher cost sharing under the 
FOA. The FOA requires, however, that recipients provide a cost share of at least 20% of the total allowable 
cost for R&D projects of an applied nature. Although ARPA-E prefers monetary cost share, it may consider 
any kind of cost share contributions.  

The period of performance for projects selected under the FOA is limited to no more than 36 months, with 
ARPA-E having a strong preference for performance periods lasting no more than 24 months.  

To learn more about ARPA-E or the FOA, please contact Brownstein or go to ARPA-E's webpage at 
www.ARPA-E.energy.gov.♦ 
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Key Funding and Business Opportunities 
 

DOE Provides Recovery Act Funding for Biofuels Research and Commercialization 

DOE has announced that it will provide $786.5 
million in funding under the Recovery Act to 
accelerate advanced biofuels research and 
development and provide additional funding for 
commercial-scale biorefinery demonstration 
projects. This decision will create new funding 
opportunities as well as provide additional money 
for existing projects in the following areas: 

(1) $480 million solicitation for integrated pilot- 
and demonstration-scale biorefineries 

DOE expects to make 10 to 20 awards under a 
recent funding opportunity announcement for 
refineries of various scales and designs, all to be 
operational in the next three years. The funding 
ceiling is $25 million for pilot-scale projects and $50 
million for demonstration scale projects. Applicants 
must submit a notice of intent to apply for this 
funding opportunity by May 29, 2009, and 
applications are due on June 30, 2009. Note that 
this solicitation replaces the biorefinery funding 
opportunity highlighted in  

the last issue of FOREcast. For more details, please 
visit www.grants.gov.  

(2) $176.5 million for commercial-scale biorefinery 
projects 

This amount will be used to increase the federal 
funding ceiling on two or more demonstration- or 
commercial-scale biorefinery projects that have 
received DOE awards within the past two years. 

(3) $110 million for Biomass Program research 

This amount will support further biomass research and 
development, including competitive solicitations for the 
creation of research consortiums. Those solicitations 
have not yet been issued. 

(4) $20 million for ethanol research 

DOE's Biomass Program will use $20 million in a 
competitive solicitation that will seek to evaluate and 
optimize ethanol fuels in vehicles. This solicitation has 
not yet been issued.♦ 

DOE to Provide Recovery Act Funding for Wind Development 

DOE recently announced that it will provide $93 
million in Recovery Act funding to support the 
development of wind energy in the United States. 
Among several different initiatives, his funding will 
include the following allocations:  

(1) $45 million for wind turbine drivetrain R&D 
and testing 

Through this funding DOE seeks to develop 
dependable and cost-effective, utility-scale turbine 
hardware with a design life of over 20 years. 

(2) $14 million for technology development in the 
private sector 

This effort aims to improve the quality and use of 
lighter weight, advanced materials for turbine blades, 
towers and other components. DOE will also use this 
funding to develop process controls for lamination, 
blade finishing, trimming, grinding, painting, materials 
handling and inspection. 

DOE has not yet issued any solicitations for these 
categories of funding. Details will be provided in future 
issues of FOREcast as they become available.♦ 

Coming Soon 
 

DOE is expected to announce a solicitation for its third round of applications 
under the Title 17 loan guarantee program for new and innovative technologies 
early this summer. That solicitation should be followed by a solicitation for a 
new loan guarantee program under section 1705 of the American Recovery 
and Reinvestment Act. Section 1705 authorizes loan guarantees for renewable 
energy systems, electric transmission systems, and pilot or demonstration 
scale biofuel projects built before September 30, 2011. Stay tuned to future 
issues of FOREcast for details. 
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Upcoming Smart Grid Funding Opportunities 

DOE has announced that it will be issuing two 
separate smart grid FOAs in the coming months. 
Both FOAs will provide Recovery Act funding for 
smart grid development.  

First, DOE plans to issue its Smart Grid Investment 
Grant Program FOA on June 17, 2009, to provide 
$3.375 billion for smart grid deployment. More 
specifically, the program will provide grants ranging 
from $500,000 to $20 million for smart grid 
technology deployment, grants of $100,000 to $5 
million for the deployment of grid monitoring 
devices, and matching grants of up to 50% for 
smart grid investments planned by utilities and 
other entities. Eligible applicants may include 
electric utilities, companies that distribute or sell 
electricity, organizations that control grid 
operations, appliance and equipment 
manufacturers, and firms that wish to install smart 
grid technology. 

Second, DOE has announced that it will provide $615 
million for smart grid demonstration projects. Although 
the exact date of issuance for the FOA is unknown at 
this time, the FOA has been issued in draft form and 
DOE has received comments on the draft (the 
comment period closed on May 6, 2009). With this 
funding, DOE plans to fund: (1) smart grid regional 
demonstrations that verify costs, benefits and 
technology viability; (2) utility-scale energy storage 
demonstrations that could include advanced battery 
systems, ultra-capacitors, flywheels, compressed air 
energy systems and other applications that relieve grid 
congestion; and (3) grid monitoring demonstrations 
that support the installation and networking of grid 
monitoring devices.  

Please stay tuned to future issues of FOREcast for 
details on these smart grid funding opportunities.♦ 

 

Additional News 

EPA Proposes New Regulations for National Renewable Fuel Standard Program 

The Environmental Protection Agency (EPA) recently 
proposed revisions to the National Renewable Fuel 
Standard program (RFS program) that establish new 
specific volume standards for cellulosic biofuel, 
biomass-based diesel, advanced biofuel and total 
renewable fuel that must be used in transportation 
fuel each year. The revisions also contain new 
definitions for renewable fuels and feedstocks, as 
well as new greenhouse gas emission thresholds for 
renewable fuels.  

More specifically, EPA has proposed to increase 

the annual renewable fuel standard by increasing the 
2008 amount from 5.4 billion gallons to 9.0 billion 
gallons, with increasing volumes that will reach 36 
billion gallons by 2022. EPA has also expanded the 
program to not only cover gasoline, but all 
transportation fuel. The new definitions of renewable 
fuels and feedstocks also contain certain restrictions 
on the type of land that can be used to grow those 
feedstocks. For more information on the proposed 
regulations, please contact Brownstein or visit 
www.epa.gov/otaq/renewablefuels/index.htm.♦ 

President Obama Directs USDA to Expand Access to Biofuels 
President Obama recently issued a directive to the 
Department of Agriculture (USDA) to accelerate 
investment in and production of biofuels through a 
number of measures, including refinancing existing 
investments in renewable fuels and making 
renewable energy financing opportunities from the 
Food, Conservation and Energy Act of 2008 available 
within 30 days. Those energy financing opportunities 
include loan guarantees for the development, 
construction and retrofitting of commercial scale 

biorefineries and expedition funding to biofuels 
producers to encourage production of next-
generation biofuels from biomass and other non-corn 
feedstocks.  

USDA concurrently announced that it will form the 
"Biofuels Interagency Working Group" with DOE and 
EPA to develop the nation's first comprehensive 
biofuels market development program to develop 
policies to increase flexible fuel production.♦ 
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Interior Department issues New Offshore Renewable Regulations 

On April 22, 2009, the Department of the Interior 
(DOI) issued a new set of regulations that will govern 
the development of offshore renewable energy 
production from wind, ocean currents and waves. 
The regulations provide both a leasing process and 
revenue sharing mechanism that will allow coastal 
states located near projects to receive 27.5% of the 
royalties generated from electricity production. 

DOI issued the new rules following the resolution of a 
jurisdictional dispute between DOI and the Federal 
Energy Regulatory Commission (FERC) over 
responsibility for ocean current projects. DOI will 
control offshore wind and solar projects and issue 
leases and easements for wave and ocean current 
energy development, while FERC will issue licenses 
for the construction and operation of wave and ocean 
current projects.♦ 

Interior Department to Establish Renewable Energy Coordination Offices 

DOI recently announced that it plans to speed the 
production of renewable energy on public lands by 
establishing renewable energy coordination offices 
and smaller renewable energy teams in nine states 
across the country. These offices and teams will be 
structured to expedite the applications, processing, 
reviews and permitting of renewable energy projects.  

Offices are planned for California, Nevada, Wyoming 
and Arizona, and teams for New Mexico, Idaho, 
Utah, Colorado and Oregon. DOI is investing $41 
million of Recovery Act funding in the large-scale 
production of renewable energy on federal land, and 
currently has a backlog of 200 solar project 
applications and 25 wind project applications.♦ 

Colorado Submits Recovery Act Investment Proposal 

Colorado Governor Bill Ritter and the Colorado 
Governor's Energy Office recently submitted a plan 
to DOE that outlines how Colorado will allocate $49 
million in energy-related funding that the state will 
receive under the Recovery Act. Colorado's proposal 
allocates funding into several key areas, including 
$19 million directed at reducing financial barriers to 
rapid deployment of renewable energy and energy 
efficiency projects. The plan also seeks to improve 
access to information on energy efficiency and 
conservation for residents and businesses, and to 
expand renewable energy rebates. 

The state must receive DOE approval to implement 
the plan. The Governor's Energy Office expects to 
solicit proposals for projects that could be funded 
under the Recovery Act in the coming weeks, 
pending DOE approval. 

A copy of the state's plan is available at 
http://www.colorado.gov/energy/images/ 
uploads/pdfs/GEO_ARRA_Program_ 
Goals_and_Objectives.pdf.♦ 
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