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Commercial solar is a win-win for landlords and tenants

A solar system will not only save you and your tenants money, it will
also make you money.

Adding a solar system to a commercial property offers huge benefits to both
landlords and their tenants. It's a tax saving win for landlords who can also
benefit from an additional stream of income. And it's a money saving win for
tenants who will pay much lower utility bills. How? Let’s take a look at a
typical commercial solar rental scenario:

Joe runs a small manufacturing business and rents a 10,000 square
foot building. Last year he paid $21,900 or an average of $1,800/month in
SDG&E bills. His total usage for the last 12 months is 88,000 kWh’s (kilowatt
hours). That means Joe is paying an average of 24.8 cents/kWh for power.

If the owner of the building were to install a solar system, the numbers
would look something like this:

Offsetting Joe’s energy usage of 88,000 kWh’s/year would require a 53 kW
(53,000 watts) solar system. The cash price of the installed roof mount solar
system comes to $185,250. The owner would then get a Federal tax credit of
$48,230 for the year the system is purchased. If the entire tax credit can’t be
used in year one, it can be carried back one year and then forward for up to
20 years until the tax credit is used up. This brings the system cost down to
$137,270
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Besides the 26% tax credit, the building owner can also depreciate the cost of
the solar system the year the system is purchased. Any unused depreciation
can be used in the same way as the tax credit. Based on a Federal tax rate of
just 25% and a State tax rate of 8%, this would mean an additional $53,185 in
tax savings. Now the cost of the system is down to $83,835.

The building owner can then make an agreement with the tenant to sell
the power created by the solar system at a discounted rate.

This rate can be locked-in for as long as the tenant remains in the building,
encouraging the tenant to stay in a long-term lease. Over the years, as
SDG&E rates go up, the tenant’s fixed rate saves them more and more
money.

For example, if the building owner charges 16 cents/kWh, that would come to
$1,173/ month or $14,076/year. The tenant would be saving over $600/month
in year one and even more money each following year. Even if the landlord
charged 18 cents/kWh, that comes out to $1,320/month of additional income
for the landlord, and the tenant would still save $480/month in year one.

With the 26% Federal tax credit, equipment depreciation, and income from
the tenant, the solar system would be paid off in less than five years. Once
the initial investment has been recouped, the power sold to the tenant
becomes extra income. That’s an extra $1,173/month (or more) of income
with little to no expense. Lastly, there is an appreciably increase in rental
property value. With a cap rate of 5%, the additional income to the bottom line
is worth a multiple of 20X’s the amount. Truly a Win-Win!

Note: If roofing is required, it can be included in the cost of solar and get the same tax treatment.

Disclaimer:

This Proposal also contains financial projections and assumptions, including forward-looking taxation related
assumptions based upon U.S. ITC and Accelerated Depreciation schedules, which reflect current expectations of
potential taxation related savings. Although we believe that the expectations expressed in such financial
projections and assumptions are reasonable, we cannot assure you that they will be realized. Therefore, we refer
you to a more detailed discussion with your tax advisors. Your Energy Pros make no warranty or representation
as to the accuracy of the financial projections and assumptions presented in this Proposal.
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