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I.

Introduction to Renewable Energy
In the past few decades, increased awareness of climate change and a shifting geopolitical

landscape has made renewable energy an increasingly important issue. The EPA defines
renewable energy as “electricity generated by fuel sources that restore themselves over a short
period of time and do not diminish,” and comes from a variety of sources including solar,
geothermal, wind, and biomass1. In addition to obvious environmental benefits, investment in
renewable energy also improves economic development through increased spending, jobs, and
decreased dependency for energy resources2.
II.

Renewable Energy in North Carolina
Historically, North Carolina’s energy supply strategy has been dependent on its neighbors

for a large percentage of its regular energy needs. The state does not produce or have reserves of
fossil fuels such as oil, coal, or natural gas; nor does it have crude oil refinery capacity3. In the
past, as much as 28% of the total cost of energy production for the state has been spent importing
fossil fuels from other states4. Not only is this a large expenditure of state resources, but also has
a considerably detrimental impact on the environment. Fortunately, in recent years the state has
witnessed the beginnings of a dramatic reversal in its energy supply, as an increasing amount of
North Carolina’s energy is being produced in-state.
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In the last decade, North Carolina has made significant developments in renewable
energy. The state has shown greater participation in renewable energy production, particularly in
the solar energy market. North Carolina recently reached 1 GW of installed capacity, making it
the 4th state in the United States to do so5. Currently the state is ranked 4th in the nation in solar
capacity and 6th in solar power generation6. In total, North Carolina has approximately 450 solar
businesses, which represents roughly $2 billion in direct investment and some 4,300 jobs7. The
majority of clean-energy projects entering the state in the past few years have been solar8. The
recent boom in the solar industry has been due in large part to legislative initiatives aimed at
encouraging growth and investment in the renewable energy sector and decreasing the state’s
energy dependency9.
III.

Solar-Friendly Policy in North Carolina
In 2007, the North Carolina General Assembly signed into effect Senate Bill 3, which

introduced North Carolina’s Renewable Energy and Energy Efficiency Portfolio Standards
(REPS)10. The REPS is the first of this type of environmental legislation in the Southeast, and
requires utilities in North Carolina to supply 12.5% of retail electricity sales from renewable
energy resources by 202111. Of that 12.5% renewable energy, 0.2% of total sales must be solar
energy12. The purpose of the bill was to “promote the development of renewable energy and
energy efficiency” by diversifying state energy resources, improving energy security, drawing
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private renewable energy and energy efficiency investors to the state, and improving air
quality13. To meet these standards, the North Carolina Legislature imposes fines for noncompliance with regulations14. Businesses are also provided with incentives to invest in
renewable energy resources through the state’s renewable energy tax credit program15.
The Renewable Energy Investment Tax Credit (REITC) offers tax incentives to North
Carolina taxpayers for investments into solar, wind, geothermal, small hydroelectric, biomass,
biodiesel, and other renewable energy systems16. The REITC provides a tax credit of 35% of the
cost of renewable energy property constructed, purchased or leased by a taxpayer and placed into
service in North Carolina during the taxable year17. Purchases eligible for the tax credit include
the cost of the equipment and associated design, construction, installation less any discounts,
rebates, advertising, installation-assistance credits, and name-referral allowances or similar
reductions18. This program has incentivized new solar projects to move into the state, as well as
local businesses to begin smaller-scale projects. Companies such as Facebook, Apple, and
Google have invested more than $1 billion in North Carolina solar farms19. Many local farm
owners have also undertaken ‘energy efficient’ projects by leasing tracts of unused or
unprofitable farmland to solar companies for solar-panel arrays20. The benefits of this program
can also be seen at a larger scale. In 2014, tax credits for renewable energy claimed by state
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residents and businesses totaled $126 million, yet it generated $717 million in spending21. It is
estimated that every dollar spent in the tax credit program generates $1.54 for local and state
governments in tax revenue22.
Programs such as the REPS and REITC have fostered the beginnings of a very solarfriendly energy market in the state. The sharp increase in production, coupled with the overall
drop in the price of solar equipment, has caused North Carolina’s solar energy market to rise to a
nationally-recognized level of prosperity. Looking forward, however, the success of this industry
is somewhat less certain due to changes in energy policy at both the national and state levels of
government.
IV.

Changes to North Carolina Solar in 2015
In 2015, policy changes went into effect at the state and federal levels which will likely

impact the North Carolina solar industry. In North Carolina, contention over funding for the
energy sector placed several renewable energy initiatives at risk. The REPS and REITC were
both hotly contested during the finalizations for the 2016 North Carolina State Budget, and the
REITC was eventually cut23. At the national level, the Clean Power Plan (CPP) took effect on
December 22, 2015, which will set standards for state-level emission reduction while also
encouraging investment in renewables24. The act’s ability to do so is undetermined, though,
because of state government resistance.
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A. The 2015 North Carolina State Budget
In September 2015, the NC General Assembly finalized the state budget for the 2016
fiscal year25. Despite attempts to either cut or freeze renewable energy requirement at 6%, the
state will retain the REPS, along with its requirement that utilities supply 12.5% of retail
electricity sales from renewable energy resources by 2021, with 0.2% for solar energy26. This
likely won’t be the last challenge to the REPS, so protection of this policy will need to remain an
active concern.
The REITC was allowed to expire on December 31st, 201527. The energy policy was set
up in 1999 to last through 2015, with the option of renewal28. Earlier last year, there was a
legislative effort to extend the tax credit for another two years, which ultimately failed29. The
legislature did pass a “Safe Harbor” amendment, which will allow protects that reach certain
requirements to retain the tax credit after the REITC expires30. Applications for the extension
had to be submitted by October, 2015 and required investors in projects using over 65 MW to
show that over 50% of the project was complete by the end of the year, while smaller projects
had to show that they were over 80% complete31. The North Carolina Department of Revenue
received over 200 applications for projects under the Safe Harbor amendment, amounting to
roughly $1 billion in tax credits32.
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Opponents of the REITC have suggested that the change will be beneficial in the long run
based on the vast resources already invested in the program and the solid solar foundation it has
helped create. Between 2007 and 2014, over $2.6 billion was invested in REITC projects in
North Carolina33. Given the long duration of the program and the significant financial investment
already made, it is possible that the industry has received enough support to survive after the
program’s expiration.
Proponents of the REITC argue, however, that allowing the tax credit to sunset will have
a largely negative impact on the state solar market34. One likely effect of the REITC expiration
will be a decrease in new investors bringing their solar business into the state, as the tax credit
was a large incentive for out-of-state companies35. The largest barriers to the solar energy market
will be felt by those wishing to install panels on family homes or small businesses. The upfront
cost of solar panels is prohibitive to many home and small business owners and, due to the low
cost of electricity in the state, they likely will not pay for themselves in the long-term36.
Extending the REITC would have lowered this financial barrier, not just in money saved through
tax credits, but also because the cost of solar panels is tied directly to their level of production37.
The price of solar technology has fallen by more than 80% since 1980, and will continue to
become more affordable if production continues to increase and become more widely
accessible38.
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B. The Clean Power Plan in North Carolina
On June 2, 2014, the EPA proposed the Clean Power Plan (CPP), which went into effect
on December 22, 2015 and set the first standards limiting carbon pollution39. The plan will limit
550 million metric tons of carbon dioxide from entering the atmosphere by 2030, and will cut
carbon pollution by 30% below 2005 levels40. The CPP will also increase renewable energy
nationwide, with the EPA anticipating a 30% increase in renewable energy generation by 2030 41.
In addition to national goals, the CPP assigns state pollution reduction targets by assessing four
readily-available methods for cutting pollution in each state42. The four methods used to establish
state reduction targets are: increasing efficiency of existing coal-fired power plants; using
existing natural gas power plants more effectively by dispatching them before coal plants;
increasing renewable energy production, based on a growth rate already being met in the region,
and; increasing energy efficiency in homes and buildings43. The states may also develop their
own strategies to reach pollution targets, and will submit their proposals by summer of 2016 this
year44.
North Carolina’s state pollution reduction target requires a reduction in CO2 emissions by
32% from 2012 levels by 203045. This target presents a substantial opportunity to expand clean
energy in the state, especially in the solar industry. Compliance with the CPP would make use of
the state’s significant solar resources and the increased demand for solar power resulting from
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the REPS and REITC46. Further, due to the progress already made by utilities in compliance with
existing state laws such as the REPS, North Carolina would be on track to reach its target well
before 203047. Yet despite the apparent gains to be made from the CPP, compliance has been
met with push-back from the state government.
In response to the CPP, the North Carolina House initially voted to direct the state’s
Department of Energy and Natural Resources to prepare a state plan for compliance48. However,
this decision was reversed in the State Senate, and another version is currently in development
which would limit the State Implementation Plan’s ability to cut emissions and improve
efficiency in coal-fired plants49. This version, Bill 571, challenges the EPA’s authority to
regulate economic industries such as renewable energy, power plants, and natural gas production
under Section 111(d) of the Clean Air Act50. State officials also argue that the EPA’s
requirements should have been based on North Carolina’s 2005 emissions rate, rather than its
2012 figures, as it prevents the state from receiving credit for reductions from 2005-201251. Bill
571 also contains a provision under Section 4 directing the Secretary of Environment and Natural
Resources to sue the EPA in Federal Court for the CPP’s alleged inconsistency with federal
law52. North Carolina is currently one of 24 states suing the EPA for, among other charges,
violating Section 111(d) of the Clean Air Act and infringing on state sovereignty by dictating
state energy policy53. If the states do not create an acceptable State Implementation Plan, a
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Federal Implementation Plan will be imposed on the states, until such a time when they can have
State Implementation Plan approved54.
While the CPP does contain provisions that would ultimately benefit North Carolina’s
environment as a whole, the current conflict may delay its enactment. The eventual outcome of
this dispute is uncertain, but what is certain is that this case will amount to another delay in new
improvements or investments in the state’s solar industry.
V. Conclusion
The future of solar energy in North Carolina is uncertain due to the shifting policy
framework supporting the solar industry. The state has risen to a place of paramount importance
in the solar energy transition, largely resulting from state-led legislative efforts. Yet recent
changes in funding allocation from the state budget and the state’s reception of new federal
policies may harm that progress. The loss of the REITC and the lack of solar support evident in
North Carolina’s CPP strategy do not bode well for future industry investment. Still, the
retention of the REPS is promising, and allows for significant support in advancing the solar
market in the future. While the exact outcome is hard to determine, solar energy in North
Carolina still has a great deal of potential, and these initiatives deserve the legislative support
required to ensure their success.
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