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As the solar industry matures and evolves, so have the financial structures for companies to invest in solar energy. 

Many companies might not be aware of the wide range of options available for funding or owning a commercial solar 

project. However, solar financing doesn’t need to be complicated. Safari Energy has helped numerous businesses 

understand and select the financial structure that best fits their business objectives.

The following pages will walk you through one of the first steps in developing a commercial solar project – the financial 

decision-making process. In this guide, you will learn about the current state of solar financing, what makes solar a 

good investment, how to choose the right financial structure, and more.

A MESSAGE FROM 

SAFAR I  ENERGY
Andrew Blevin Patrick Goff
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THE  ROAD TO MODERN-DAY SOLAR F INANCING
1   

Not long ago, solar was exclusively available to companies with substantial resources and capital. An expensive and 

extensive process, investing in solar used to be much more challenging.

Over the last several years, a larger variety of increasingly sophisticated financing 

structures have been developed to cater to virtually any business situation and 

objective. Advancements in solar technology, the development of solar policies 

and incentives, and significant reductions in module costs have simultaneously 

helped expand solar possibilities for commercial entities in recent years.

Today, it is easier than ever for all types of businesses to invest in and implement 

solar. The 2021 U.S. solar market is estimated to be $32.9B and is expected 

to triple by 2032 according to Solar Energy Industries Association. Continued 

industry growth is fueled partly by explosive interest from businesses in the 

financial, operational, and environmental benefits of solar energy.

Fortunately, 

the financial 
landscape 
has changed 

dramatically.
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WHAT MAKES SOLAR A  GOOD IN VESTMENT
2   

Solar yields an 

array of financial, 
operational, and 

environmental 

benefits for 
companies of all 
sizes and types. 

At federal, state, and local levels, the adoption of 

solar energy has become more widely supported 

and, in some cases, required. These changes 

have been met with a variety of advantageous 

options to help lessen financial strain and 

accelerate solar adoption.

One such benefit, the federal solar investment tax 

credit (ITC), has been instrumental in the adoption 

of solar energy by commercial entities over the last 

decade. With the ITC, companies can currently claim 

26% of solar project costs against federal income 

taxes. One key advantage of the ITC is that there is 

no operational risk to the owner since it is not based 

on solar production. The ITC is a straightforward and 

well-understood method of reducing taxable income.

1.	 Tax	Benefits

With the ITC, companies 

can claim 26% of solar 

project costs against 

federal income taxes.

26 %
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Utility rates tend to fluctuate – sometimes 

wildly, as during times of global uncertainty 

– and rise over time. By investing in solar, 

companies can lock in low, predictable 

electricity rates for decades, leading to 

significant operational savings. Solar 

paired with battery storage can also 

improve reliability to avoid power outages 

and reduce downtime. Considerations like 

these are particularly important for regions 

with severe weather and high utility rates, 

which can significantly impact commercial 

operations and a company’s bottom line. 

In addition, solar can increase property 

values without altering the structure of 

the building. Solar canopies can be 

installed over parking lots with minimal 

impact on capacity and traffic flow, 

providing benefits such as  better lighting 

and protection from the elements.

2.	 Operational	Benefits

While a significant 
factor, tax benefits are 

not the only reason 

companies should 
consider solar. 
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Solar is a particularly straightforward 

and cost-effective solution for 

companies seeking to impact their 

Environmental, Social, and 

Governance (ESG) objectives.

While ESG solutions can often be 

complicated or costly to implement 

with marginal results, solar provides 

a simple, proven, and profitable way 

to lower carbon emissions or 

decarbonize altogether. 

Companies actively working to 

establish and meet ESG goals are 

increasingly regarded as 

forward-thinking industry leaders. 

Solar provides commercial entities 

with a direct and visible way to 

contribute to the ESG movement. 

3.	 ESG	Benefits

Companies 
actively working 
to establish and 
meet ESG goals 

are increasingly 

regarded as 

forward-thinking 
industry leaders. 
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There are numerous options to 

finance commercial and industrial 

solar projects. The financial, 

operational, and environmental 

benefits of solar power make it an 

ideal choice for companies of varying 

sizes, stages, and industries.

There are three corporate objectives to consider when determining the 

best solar financial structure for your business. Of the solar financing 

structures available, companies can determine which one fits their needs 

best by analyzing their tax appetite and cost of capital.

CHOOSING THE  R IGHT  F INANCIAL  STRUCTURE

How to Determine the Right Financial Solar Structure

3   
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A “no” to any of these 

questions is not disqualifying 

– it will just affect which 
financing structure makes 
the most sense.

01

Tax appetite 

02

Access to capital

Is your business looking to reduce 

the amount of tax you would 

otherwise have to pay by investing 

in a solar project that qualifies for 

federal tax incentives?

Does your business have existing 

capacity for capital expenditure? 

Is your business able to obtain 

low-cost financing? 

Does your business have an 

investment grade credit rating or 

can have an investment grade 

entity provide a guarantee? 

03

Credit rating 



At a Glance: The Six Core Solar Financing Structures

2. Bank Loan For good-credit offtakers that pay taxes 
but prefer to retain capital to reinvest or 
want to spread out payments.

• Tax Appetite
• Investment Grade

4. Specialty Financing 
            Company

Structure solution with companies that 
specialize in high yield debt arrangements.

• Non-IG

1. Cash Purchase Ideal if the offtaker is not capital 
constrained and likes to keep it simple.

• Tax Appetite
• Available Capital
• High Level of Control

3. PACE 

 (Property Assessed   
 Clean Energy)

Best for offtakers with weak credit or 
preference for financing term in line with 
the asset’s life.

• Tax Appetite
• Non-IG

• Own Property
• Select Markets

• Efficiency Upgrades

5. Operating Lease Best for lessors that cannot monetize the 
ITC and depreciation. 5-10 year term 
provides a fast path to system ownership.

• No Tax Appetite
• Investment Grade

Deal Structure Overview Ideal For Companies with

6. PPA 

 (Power Purchase   
 Agreement)

Good for clients that don’t have tax 
appetite, don’t want to own the system and 
want discounted electricity for no upfront 
capital expenditure.

• No Tax Appetite
• No Capital
• Good Credit

There are six core types of financing structures for commercial solar projects. At a high level, they are: 

Safari Energy   10   
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The Solar Decision Tree 

Figure 1: Solar Project Finance Map

Safari Energy has developed this solar financing flowchart to help guide businesses to the structure that is most 

applicable to their current situation and needs.

   

3rd party owns system and sells energy
to the offtaker at discounted rates. Owner 
receives all benefits for 20-25 year term.

PPA

5-10 year term provides fast path 
to system ownership. Lessors monetize 
ITC and depreciation to pay down interest.

Customer want to be 
long-term system 

owner

No

No

No

No

Ideal if offtaker has plenty of cash, won’t 
be relocating soon and likes to keep 
it simple.

Yes Cash PurchaseYes
Do you have tax 

appetite?

No

For good-credit offtakers that pay taxes 
but lack cash, retain capital to reinvest 
or want to spread payments.

Bank Loan

Best for offtakers with weak credit, 
considering relocation or preference for 
financing term in line with the asset’s life.

PACE Loan

Y
e

s

Structure solution with companies that 
specialize in high yield debt and lease 
arrangements such as Crestmark.

Yes
Specialty Finance 

Company

Can Project support 
high cost of capital?

Yes
Want discounted 

electricity?

Yes

Shorter term + good 
credit/PG?

No

No

No

stop

Do you have cash 
available?

Shorter term + good 
credit/PG?

Project <20% of 
property value?

* If customer wants a long-term financing option and value 
of project is over $10M could consider a capital lease which 
will have a very long duration (25 years or longer).

Operating Lease*

Yes

Yes



Solar Financing in Detail
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A Cash Purchase is ideal if 

the company is not capital 

constrained and prefers a 

simpler financing strategy 

while still maintaining a 

high degree of control over 

the project. If the company 

would rather retain their 

capital or wants to spread 

out their payments over 

time, a Bank Loan is more 

appropriate, provided the 

organization has good credit.

If the company prefers to 

retain cash or wants to spread 

out their payments over time, a 

Bank Loan is more appropriate, 

provided the organization has 

good credit.

A PACE Loan is best for 

companies with weaker credit 

or greater capital constraints 

and which own the property, or 

prefer to have financing terms 

in line with the asset’s lifespan. 

The PACE model allows 

property owners to finance the 

up-front cost of renewable 

energy or other energy 

efficiency improvements and 

then pay the costs back over 

time through their property 

tax assessments. 

01

Cash Purchase

02

Bank Loan

03

PACE Loan
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If the company has weak 

credit and cannot access 

low-cost capital, they can 

organize a structured solution 

with a Specialty Finance 

Company, which specializes 

in high-yield debt 

arrangements. Specialty 

Finance Companies have 

the flexibility to tailor 

financings to meet specific 

customer needs. 

An Operating Lease is best 

for companies that cannot 

monetize the ITC and 

accelerated depreciation 

deductions. With early buy out 

provisions, this option allows a 

company to own the solar 

system after the tax benefits 

have been monetized.

A PPA is good for companies 

that don’t want to own the 

system but want low-cost 

electricity for no upfront 

capital expenditure.

06

Power Purchase Agreement

05

Operating Lease

04

Specialty Finance Company



A Power Purchase Agreement (PPA) or Operating Lease would be a great fit in this 

particular case. PPAs are an attractive option for tax equity investors because they 

provide stable, fixed-rate returns to the investor over a relatively long period of time, 

and the customer simply purchases power from the system often at a discounted rate. 

Monetizing tax benefits for the project falls on the investor and project developer, 

which is why this arrangement works well for customers with little to no tax appetite. 
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4   

How would you structure a 
project if I don’t have tax 

appetite and want to 

monetize the tax benefits 
of solar?

COMMON QUESTIONS AROUND SOLAR F INANCING
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The Modified Accelerated Cost Recovery System (MACRS) is a system of tax 

depreciation that allows a business to recover the capitalized cost of an asset over a 

certain period of time based on its IRS asset classification. With respect to solar assets, 

projects qualify for 5-year MACRS, which allows a system owner to deduct the entire 

cost of the asset during the first six years of operation. If a customer has tax appetite, 

this allows them to reduce their overall payment to the IRS, creating a source of 

near-term cash.  

What is MACRS and how 

does it effect solar 
project finance?

When contemplating adding battery energy storage or EV charging to your solar 

project, it is important to keep in mind that market rules and policy incentives are 

critical to the financial viability of a project. Nuances like whether or not to co-locate 

your equipment, for example, have the potential to affect a project’s ability to take 

advantage of federal tax incentives. 

With regard to ITC incentives, solar project developers must also take into account 

how their batteries are charged. A Direct Current-sided solar + storage project charges 

the battery directly from the solar generator which allows the project to take advantage 

of ITC incentives, while Alternating Current-coupled projects cannot. It is always best 

to consult with a seasoned energy partner when thinking about solar, solar + storage, 

and EV charging options to ensure that the project meets all necessary requirements in 

order to be financeable.

Are there any nuances to 
keep in mind if you have a 

hybrid solar and storage 

or EV charging project?



With the wide variety of financing structures on the market, 

nearly every company can enjoy the financial, operational, and 

environmental benefits of solar energy. Financing is just one 

piece of the puzzle, so choosing the right development partner 

to execute your project and achieve your company’s goals 

is crucial.

If you’re ready to take the next step in exploring 

solar for your company, contact Safari Energy today 

for a free solar financial analysis for your portfolio.
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CHOOSING THE  R IGHT  PARTNER
5   

Safari Energy, LLC is the solar partner of choice for commercial 

and industrial customers, real estate owners, public sector 

organizations and solar developers seeking competitive 

financial solutions for their projects.

Headquartered in New York City, Safari Energy has helped 

customers unlock enormous economic value and drive 

significant energy savings by developing hundreds of solar 

energy projects from Massachusetts to Hawaii. With extensive 

interdisciplinary expertise, Safari supports the growth of 

distributed energy resources and PPL Corporation’s focus on 

advancing a sustainable energy future.

Your Solar Partner

By the Numbers:
Your Solar Partner

States and Washington, D.C.

24

Solar Projects Developed 
or Acquired

500 +

Metric Tons of 
Carbon Dioxide Offset

437k +



CONTACT US TODAY

www.safarienergy.com

1407 Broadway, 24th Floor, 

New York, NY 10018

212-935-2500

info@safarienergy.com


