
So you want to lease a solar PV system?  
Some points the salesman might not mention. 

 

 Think like an Investor: It is usually more appropriate and advantageous to treat a solar PV energy 
system as an investment. A solar energy system is an asset. If you lease, then you do not have this 
asset on your balance sheet (it has not increased your wealth). Rather, a lease is just another 
expense you pay to use the Investors asset. For this reason a lease adds no value to your property 
[appreciation] and may actually reduce property value and/or be a hindrance when trying to sell 
your home 

 20 years is a LONG time to be locked into a lease. Most leases are 1-2 years i.e. cell phone, car or 
apartment.  

 During the first 5 years the IRS allow depreciation of 50% of the system cost by the investors who 
actually own the system. In five years half the cost is repaid with tax dollars and almost all of the 
remainder is paid by you in monthly installments. 

 During the lease period there will be major penalties for early cancellation just like your cell phone.  

 Monthly fee is probably going to increase annually based on the national average cost of retail 
power, or simply how much the Lessor thinks electric rates will increase. Historically utility rates 
have inflated at or slightly above general inflation rates, only 3%-4% average over 10 years, and in 
many markets utility rates have actually gone down.* 

 Unlike independent PV installers, most leasing companies are investor owned so profits don’t stay 
in the local community. For example Solar-City is owned by one of the largest IOUs [investor 
owned utilities] in the US. 

 The PV system is usually larger than you need in order to more quickly maximize the internal rate 
of return [IRR] to the leasing company and their investors. 

 You must have excellent credit rating to qualify just like anyone who wishes to buy your home. If a 
buyer won’t qualify for the lease, you will have to pay off the balance of the system in order to sell. 

 At the end of lease period you get an offer to buy a used PV system. 

 Fair market value claimed by the Lessor to the IRS is often higher than its true value, a huge IRS 
loophole for the investors. 

 Your homes taxable value and resale value is NOT increased by addition of a leased PV system.  

 New PV systems may continue to drop in cost rendering your system and payment overpriced. 

 Never accept a Lease with a Payment Escalator, it should be 0% escalation so your PV energy costs 
become "fixed" for the life of the lease just like a PV system that you own. 

 Your homeowners insurance should never be required to cover damage. Virtually all PV modules 
come with a 25 year energy production warranties; inverters have 10-15 year warranties which 
should cover the risk of any major equipment failure. 

 The Internal Rate of Return is equivalent to the yield to maturity of a bond. The IRR on an 
investment is the annualized effective compounded rate of return that can be earned on the 
invested capital. Your IRR on a leased system is $0. 

 You have the ability to gain Income Tax Advantages if you purchase your solar energy system with 
a loan, that loan interest is usually tax deductible similar to a mortgage interest deduction. 
 

*Your electric utility, the Energy Information Agency and Bureau of Labor Statistics provide independent 
reports on energy prices and inflation rates. 

 

All opinions expressed here are solely that of North Texas Renewable Energy Inc. and do not represent or imply financial 
advice. Please read carefully any documents before you sign them. If you have questions consult a financial specialist. 
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