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We all know what life is like in nonprofit organizations.
We struggle to make ends meet, we look to save every
penny. And there was never an opportunity to save
money that we didn’t like.
This is such a story, a story of trying to save a few pennies,
be better stewards of the planet’s resources and make solar power and renewable energy a part of our operations,
our facilities, and our communities. However, it is also
a cautionary tale. It’s the age-old story that there are no
free lunches and if something sounds like it is too good to
be true, it probably is.
BACKGROUND
Along with being a source for life, the Sun is also a source
of energy, a great deal of it. This energy can be harnessed
through solar panels attached to roofs or laid out in large
fields as an alternate energy source to traditional fossil fueldriven energy like coal and oil that can power the places
we live, work and congregate. Federal policy has sought to
create incentives for solar installations, and states like New
Jersey have taken the lead as well by establishing an Office
of Clean Energy and creating a number of programs.
With such a backdrop, nonprofits, too, saw a rare opportunity to “go solar.” The over 400 solar firms that sprung up
in New Jersey alone over the last decade, too, were eager to
broker solar installations, and the proverbial gold rush was
on. Among NJ’s nearly 30,000 nonprofits, from daycare
centers to senior centers, speculation was rampant. All of
the costs could be financed, electricity would now come
cheap if there was any cost at all, and this could all happen
in a few months. The problem is that the story was far from
that straight-forward.
THE SOLAR FOR NONPROFITS INITIATIVE
Build with Purpose entered the solar space in 2009 given
our mission of building sustainable organizations and
healthy, vibrant communities. We had experience in
finance, long-term leases and the facility challenges that
nonprofits face. These are all significant parts of third-party
financed solar arrays and installations. So couldn’t we help
other nonprofits to navigate these unchartered waters, to see
what was and wasn’t real and to prevent groups from unnecessarily spinning their proverbial wheels on projects that
never would be?

We started by trying to learn all that we could from solar
firms, from state agencies and experts in the field. We
learned that solar arrays really can lower nonprofits’ energy
bills (albeit more modestly than most would admit). Solar
energy also has less of an environmental impact than electricity from coal-fired power plants; however, the production and eventual disposal of solar panels is not environmentally costless.
We also learned that in this economic climate few if any
nonprofits have $50,000 or $100,000 in the bank to purchase their own solar array. The last key discovery was that
there is no “system” for nonprofits to efficiently assess the
viability of a solar array and then secure financing if needed.
State agencies were not set up to do this. No environmental
groups and no social enterprises readily served that role.
Given the benefits of solar and the lack of a system to identify interested nonprofits, we worked to fill the gap. Our
goals included:
• Educating groups on realities and myths of solar;
• Assessing the feasibility of solar for nonprofits;
• Identifying sources of third-party financing to pay
for solar systems;
• Vetting solar installers to find “partners” and not
just vendors;
• Streamlining the legal and contractual aspects of
financing a third-party owned solar array and;
• Helping nonprofits to understand the opportunity,
be realistic about the benefits and move forward
towards a decision and implementation.
We assumed such a systematic approach would afford
nonprofits an increased chance of success by coordinating the eﬀort. Instead of having groups undertake projects
individually with groups learning the lessons in isolation,
we sought to develop sector-based common knowledge that
could guide other groups’ thinking.

Please note that this report is meant to be an overview on our
experience with solar installations with nonprofits but not an allencompassing report on the subject.

THE BASICS OF SOLAR POWER
For nonprofits that we worked with, there was a curiosity
about how solar power works. It’s not critical to the process,
but here’s an oversimplification of what happens.
Direct sunlight coming from the Sun (DC) hits a system of
solar panels which are usually arrayed on a rooftop. The
power from these panels ranges from 10 to 300 watts. This
DC power is then inverted into AC power, which is used
to operate the electrical systems in a building. There are
many benefits to solar panel systems: you can decrease your
electric bills because a portion of electricity comes from local solar panels for free instead of paying a utility company
per kilowatt. There is also the environmental peace of mind
as there are no emissions from the panels.
Solar arrays are designed with a number of limiting factors
in mind. How much electricity a facility uses limits the size
of an array. The rule of thumb is don’t build a system that
produces more electricity than you use on an annual basis.
If you don’t use a lot of electricity, you’re not a good candidate for solar.
The physical limitations of a facility (available land or size
of the roof) also defines the size of a system. For instance, a
standard 1 kilowatt (kW) system takes up about 100 square
feet (an area 10 feet by 10 feet), so larger roofs naturally can
accommodate more panels. Roofs with lots of mechanical
equipment, significant slopes or substantial shade are also a
problem.
Of course, the cost of panels is a limiting factor, too. That
100 square foot, 1 kilowatt panel costs about $4,000 to purchase and install. A 10 kW system that could supply a typical American home’s electricity would cost about $40,000.
A commercial 100 kW solar system that would help to
power a school or a daycare center could cost $400,000.
Given the high upfront cost of a commercial solar array, the
ability to finance a solar project is another key limitation.
There are very specialized financing mechanisms available but unfortunately there is a minimum loan size below
which the financing does not work. We have found that the
minimum loan size is about $4,000,000 which could support the installation of 1,000 kW (also known as 1 megawatt
(MW) of solar).
All of these limiting factors make the funnel very narrow
for nonprofit solar projects. In our experience, only onethird of all groups initially interested were organizationally ready to move forward and only 5% of groups were
physically suitable candidates for third-party-financed
solar.

7 Questions that Every Nonprofit Should Ask Itself 		
Before Exploring a Solar Project:
• Do you have enough space for a large solar array? (If
you want someone else to pay for it as an investor,
make sure you have at least 20,000 SF)
• Do you have a reasonable amount of sun on the roof?
• Is your roof older? Pitched or flat?
• Does your facility use a substantial amount of electricity?
• Do you own your facility?
• What is your risk profile? Is your organization willing to
enter into a long-term electricity contract?
• Does your organization own multiple buildings with the
same legal owner?

However, the two nonprofits that proved viable candidates
are still waiting to secure financing for their solar arrays (80
kW and 92 kW), and we are hoping that other groups may
emerge that are also good candidates.
HOW THE FINANCING WORKS
The most common way to finance a solar array is through a
Power Purchase Agreement (PPA). This is an arrangement
where an independent third party owns and operates the
solar system (known as the owner) and a client (the nonprofit) agrees to lease space for the solar array as the “host”
and purchase the electricity generated from the system for a
15 or 20 year period of time.
The nonprofit has limited upfront costs, and there are still
cost savings by purchasing the electricity locally from the
solar array instead of a utility company. Typical savings are
around 15-20% less per kilowatt hour for the electricity that
the panels produce (this often translates to around $7,500 to
$10,000 annually for a nonprofit with a large electric bill).
During the course of the Nonprofit Solar Initiative, Build
with Purpose worked with Pro Bono Partnership and Ballard Spahr, LLP on a third-party reviewed PPA that would
give nonprofits comfort around the long-term power
contracts that they would sign. This was undertaken to
save nonprofits time and money by reducing the amount
of local legal review that groups would require and offering an assurance that technical aspects of the contract were
addressed.
WHERE DO WE GO FROM HERE?
THE CHALLENGES AND OPPORTUNITIES
Build with Purpose entered the solar market with the desire
to help nonprofits lower their energy costs and act as the
“connective tissue” across state programs, solar

providers and financiers so nonprofits would not have to go
through the hassle of navigating this complicated process
individually.
The absence of a clearly defined process has led to wasted
time and resources and many groups spinning their wheels
with little success. While attempting to bridge this gap
between solar programs and nonprofits, we learned a tremendous amount about the challenges facing the nonprofit
sector’s adoption of solar power but remain hopeful about
the opportunities that still exist.
The Financing Challenge: Currently, there is significant
flux in the financing market for investor-owned solar arrays,
and many solar projects are currently delayed. Furthermore, because nonprofit solar projects are smaller relative
to larger commercial projects, they are more susceptible to
the changes in the financing landscape. Most third-partyfinanced solar projects under 1 MW are currently on hold
given current market conditions.
The Expectation Challenge: We worked to create real
partnerships with established professionals in the solar field.
However, early on it became clear that the vast majority
of solar firms looked at solar for nonprofits as a business
decision alone without any long-term commitment to the
sector. This lack of commitment to the sector discourages
nonprofit participation in the solar space.
The Fragmentation Challenge: Build with Purpose reached
out to schools, arts and service organizations, housing
developments, and other groups to cast as wide a net as
possible. However, as is often the case, it is challenging to
disseminate information effectively across the nonprofit
sector. At this point given the state of solar financing, a true
consortium of nonprofits is needed to finance any nonprofit
solar installations, and the nonprofit sector’s fragmented
nature and spotty record of collaboration makes putting
together such a consortium challenging.
The Eligibility Challenge: Of 45 groups that initially participated in a webinar, only two nonprofits remain as viable

SOLAR FACTS
Amount of energy consumed by the		
average American home:

12,000 kilowatt hours

Amount of panels required to power one		
home:

10 kW of panels

Footprint of a 10 kW solar array:		

1,000 SF

Average industry cost per kW of solar:		

$4,000

Amount of solar currently installed in		
New Jersey:				

649.16 megawatts;
14,058 projects

Amount of solar currently installed in		
California:				

1,138 megawatts;
110,060 solar projects

candidates for solar. It is clear that solar power presently
is NOT for the majority of nonprofits, but coordination in
this space could more efficiently identify roadblocks such as
trees and peculiar roof angles and rooflines. Without this
clarity, nonprofits will be wary to move forward because the
sector has now grown weary of the hype and lack of success
around solar.
MOVING FORWARD; MEETING THE CHALLENGE
So what has gone wrong with the nonprofit solar experiment? Where were the missteps and miscues and what
could have been done differently? After two years of
working in this space and after nine years of working with
nonprofits on facility and real estate projects, we believe
the following steps would be invaluable towards integrating
nonprofits into the solar power discussion and overcoming
the challenges that we have identified.
1. Be Clear and Consistent on Financing: Although no
one likes to hear this, many nonprofits are clearly not good
candidates for solar with today’s third-party financing.
Mainly, this is because third-party investors have thresholds
on energy production and array sizes that favor larger over
smaller installations. As such, the general eligibility criteria
should be readily shared with nonprofits so all parties are
realistic.
Nonprofits with limited roof space and land, extensive shading and tree cover, and deteriorating rooftops are not good
candidates for third-party financed solar arrays. By being
clear about the minimum requirements and non-negotiables, nonprofits can save precious time, money and energy
by not pursuing a project that is unlikely in today’s environment. On the flip side, groups that can see a way forward
and a viable project could justify moving forward.
On the lending side, there needs to be long-term stability in
the financing market to allow for projects to make their way
from concept to financing and development. Also, if there
were more “mission-related” investments in this space that
balanced financial returns with the promotion of solar power in the nonprofit space, this would help to make smaller
solar arrays viable and pave the way for more nonprofits to
host third-party owned solar panels.
2. Have Reasonable Expectations: Nonprofits need to
be realistic about how much energy a solar array would
generate and the resulting electricity savings. Third-party
financing of solar arrays can bring discounted electricity to
nonprofits, but the savings are more along the lines of a 1015% reduction in overall electricity costs. Nonprofits need
to pursue solar arrays for the right reasons and with reasonable expectations or else they will come away disappointed
and frustrated by the experience.

On the other hand, the nonprofit sector needs solar installers and lenders to be “partners” and not just vendors. The
reality is that nonprofit solar installations will never rival
the massive solar arrays hosted by commercial warehouses
or large corporations. Lenders, installers, and manufacturers should understand that the community facilities that
are home to many nonprofits are the right kinds of places
to demonstrate our collective commitment to renewable
energy.
3. It’s Time to Collaborate: Third-party financing presently
requires solar arrays that are too large for small or mid-size
nonprofits to accommodate by themselves. In order to
obtain financing to offset installation costs and meet these
thresholds, nonprofits will need to work together and enter
into common power purchase agreements. Historically,
independent nonprofits have been reluctant to collaborate
in this way. Build with Purpose has taken steps to facilitate
collaboration including working with Ballard Spahr, LLP
and Pro Bono Partnership to develop a common power purchase agreement. It’s a step in the right direction, but the
nonprofit sector needs to get serious about collaboration. If
not, we are unlikely to see much in the way of solar development in the nonprofit space in the near term.
4. Establish a “Solar for Nonprofits” Clearinghouse: We
need a clear “validation” system with one-stop information
on financing, installing and maintaining solar arrays on
nonprofit facilities. We also need nonprofits to spread the
word and market the availability of such a site to eliminate
misinformation and wasted time and effort. The current
arrangement that asks for nonprofits to find their own way
wastes time, resources and effort particularly at a time when
cooperation across nonprofits is imperative. Especially now
with the rapidly changing environment for financing solar
installations, we need an information clearinghouse.
5. Set Nonprofit Solar Benchmarks and Incentives:
Another way to expand the presence of solar power among
nonprofits involves creating nonprofit benchmarks for solar
installations. Market forces alone will not ensure that nonprofits are part of the solar movement, and our own experience has confirmed that few if any nonprofits are eligible

This is an example of how solar arrays would be positioned on a viable rooftop.
Obstructions, such as mechanical equipment and trees, can limit the number of
panels that can cover a roof. Photo courtesy of Sun Farm Network.

for existing commercial programs. Nonprofits have a lot to
gain in reduced energy costs and can be invaluable partners
in educating their communities and constituents about the
benefits of renewable energy. But they need help
and need a collective commitment to realizing solar installations in this space.
For their part, state energy boards, agencies and foundations could also promote incentives for bulk purchasing and
collaboration among nonprofits pursuing solar together.
Many small to mid-size nonprofits do not come near the
large usage requirements for financing assistance, so it is
imperative that nonprofits work together for solar array
installations to take advantage of lower energy costs.
Such steps when combined with efforts to include nonprofit
input in solar discussions and policymaking, can move a
nonprofit solar initiative forward. After two years of effort, Build with Purpose is sober about the nonprofit solar
opportunity, but we remain hopeful that we simply haven’t
gotten there YET. At the very least, we owe it to the nonprofits, that work to change the lives of those in our communities, to make them a part of the dialogue and a part of
the energy solution.
About Build with Purpose: Build with Purpose helps to build
strong vibrant and healthy communities by providing real estate
services to organizations and communities that lack in-house
capacity. However, understanding real estate alone does not change
communities or lives. Our approach to social change uses real estate
to build knowledge and shape healthier and greener communities.
Build with Purpose directly and indirectly develops a host of real
estate projects including schools, aﬀordable housing projects and
nonprofit centers. Our work is holistic and goes beyond “bricks and
sticks” to build knowledge and greater impact and social change
across the communities we serve. For more information, please visit
www.bwpurpose.org.
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