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THE CASE FOR CRE PROPERTY OWNERS &
MANAGERS INSTALLING COMMERCIAL SOLAR
ON A FULL SERVICE GROSS LEASE BUILDING

California utility costs continue to rise. The
state’s Investor Owned Utilities (IOU’s) outpace
the rest of the US in electricity price growth and
shift time of use to increase profits and pay for
outdated grid maintenance.

Change in electricity retail prices:
California Vs. US (2011-2017)
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Commercial real estate (CRE) property owners
with Full Service Gross Leases bear the brunt of
these increases. But they have an exciting
opportunity with commercial solar. Property
owners and managers are constantly looking for
ways to lower costs. Generating independent
power with commercial solar lowers electricity
costs and adds to their property’s value and
marketability.

HOW IT WORKS?

Installing commercial solar is not the same as
residential systems. CRE owners should be
aware there is a big difference in quality and
performance between residential and
commercial grade solar equipment.
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The owner or manager starts by hiring a licensed
commercial solar contractor, project developer
or EPC. Contractors like Revel Energy specialize
in C&I properties, known for more complex
energy profiles and usage than typical residential
installs. Contractors, like Revel, start by analyzing
the business’ energy usage referencing 35,000
data points (Revel has a unique approach
analyzing energy usage every 15 minutes from
the last 12 months) to create a custom-tailored
system.

The system utilizes available square footage
whether it’s rooftop, carport or canopy solar. To
offset as much energy, only commercial
specialists understand the unique factors at play
for C&I buildings. The goal is to maximize the
property owner’s ROI.

It starts with planning, then moves to permitting,
installation, and monitoring as needed. Most
CRE owners want a “turnkey” service. Once the
system is functional, the sun generates power
throughout the day offsetting the building’s
usage. If the building uses more power than
currently generating, it supplements from the
grid. For added electricity savings, energy
storage is ideal for supplying power when the
sun is not shining.

WHAT ARE THE BENEFITS...
..for the property owner?

Generating their own electricity lowers costs the
building owner pays for utilities. Lowering costs
increases Net Operating Income. This grows
cashflow and leaves more money available for
other investments or improvements.

On average, commercial solar lowers electricity
bills by 50-70% over the life of the system.

CRE owners also gain more property value.
Adding new sustainable technology increases a
building’s value in several ways, most tangibly by
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increasing annual income which is then divided
by the cap rate thus growing property value.

1 Generating your own
free electricity

mm Lowers your utility
2 costs an avg.
50-70%

Increasing your Net
3 Operating Income
(NoI)

...for the property manager?

Sustainable green buildings are more attractive
to prospective tenants. This adds a competitive
advantage over competitors.

For existing tenants (i.e. a tenant 4 years into a
10-year lease), solar provides an opportunity to
extend leases. This increases the Net Present
Value (NPV).

Renewable energies with energy storage will
reduce tenant complaints primarily caused by
electrical outages. Creating their own reliable
electricity backup source is an option for further
reducing reliance on public utilities’ outdated
infrastructure.

...for the tenant?

Over half of Fortune 500 companies have
pledged to shrink their carbon footprint. These
companies seek real estate in line with their
green initiatives.

The marketability of a commercial solar system
translates well to consumers. Tenants have the
option to externally market their “social
responsibility” to consumers.
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According to the Building Owners Managers
Association, millennials will make up 75% of the
workforce by 2025. Furthermore, 59% of
millennials are more apt to be attracted to
sustainable businesses over the alternative.

CASE STUDY

Comprised of five (5) two-story office buildings,
each building at the Corporate Business Park in
Irvine, CA uses varying amounts of electricity.
The entire park uses over two (2) million kWh of
electricity paid for by the property owner.

Revel Energy installed a 335.16 kW system
consisting of 931 monocrystalline solar panels
shared among the five rooftops. The system
generates 447,315 kWh annually, saving owners
$49,543 in the first year alone. With California’s
steady rising electricity rates, Corporate
Business Park is expected to save $2,363,833 in
future electricity costs.

Using an average CAP Rate of 5% (actual rate
unknown, estimated for scenario purposes) the
commercial solar system adds $990,000 to the
total property value.

$49,543 exTrANOI _ $990,860

5% caPRATE ADDED BUILDING VALUE

FINANCING

Commercial solar and other renewable
technologies are more affordable than ever.
Installed solar costs have decreased on average
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10% each year since 2001. With the (soon
expiring) 30% Federal Tax Credit, accelerated
depreciation, bonus depreciation, and other
incentives, investing in solar is a fraction of the
upfront cost compared to 15 years ago.

For businesses that don’t want to make an
upfront investment, smart financing options are
available.

PACE: Property Assessed Clean Energy financing
is growing in popularity with more and more
states offering the option. Commercial PACE is
tied to the property and does not rely on the
owner’s creditworthiness.

The transferability of PACE financing is enticing
for an owner looking to sell. Payments generally
transfer to new owners without issue.

PACE financing and its payments are kept off the
balance sheet. This is nice especially for property
owners looking to borrow more money for other
investments.

Self-Financing: Another option for the right
borrower. Owners with strong financials self-
finance through bank backed debt.

Owners with strong banking history may have
more options for financing with more attractive
terms.

Other: Financing is a great option for companies
that wish to not layout capital. Consulting a
financing professional is highly recommended.

BEST INSTALLATION PRACTICES

Make sure it’s turnkey: Property owners need to
make sure the contractor or EPC they choose will
provide complete service from start to finish.
Commercial installations require much more
upfront planning to design the appropriate
system to meet the owner’s goals.

The process can be daunting, hiring a turnkey
contractor will reduce the owner’s involvement.
This makes the process easier for everyone.
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Compare quotes: Prudent businesses will always
collect quotes. Price is not always the deciding
factor. Owners need to make sure the proposed
plan is appropriate for their building. Often, the
cheapest quote misses several key factors.

Use commercial grade: EPC’s, like Revel Energy,
specialize in C&I properties. The components
and equipment used for each installation are
handpicked for that specific property. One factor
is constant, always choose commercial grade.

Design to be maintenance friendly: Even the
highest quality system will require some degree
of maintenance. Accessing each panel should be
easy, safe and code compliant.

Inspect the roof structure first: For rooftop
solar, the roof is the “foundation.” Older roofs
need to be inspected for structural integrity. If a
roof needs repair, it is best to bundle with the
solar installation. In many cases, roof work can
be included in the 30% Federal Tax Credit and
financing options. Revel is not a tax professional
so clarifying with their tax advisor is highly
recommended.

Design for the elements: Environmental factors
like wind and seismic activity should be included
in the planning and design process. This is where
C&lI specialists are valuable.

CONCLUSION

Commercial solar and other renewable
technologies offer CRE property owners an
opportunity to increase cash flow and property
values. Like all good investments, the process
requires a high level of due diligence, but the ROI
is substantial.

The alternative is to continue paying increased
utility costs. CRE owners and property managers
are urged to at least explore the opportunity.
Contact a Revel Energy C&l specialist today.
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CORPORATE BUSINESS PARK

System size: 335.16 kW

System power gen: 447,315 kWh
Year 1 savings: $49,543

25 Year savings: $2,363,833

Revel is on a mission. Dedicated to renewable
energy solutions since 2009, Revel Energy was
formed to provide Commercial, Industrial and
Agricultural businesses with alternative energy
beyond solar. Revel stands out from the
competition by paying attention to what makes
good business sense to each individual client,
implementing a wider range of technologies to
free up capital and make businesses sustainable
and more profitable.
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