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� A power purchase agreement (PPA) is an 
agreement between the building owner and an 
investor

� The investor owns the renewable energy plant 
and sells the power (and potential environmental 

Definition of a PPA

and sells the power (and potential environmental 
attributes) to the building owner for a defined 
price and term

� A service provider may develop, install and 
provides all operation and maintenance on 
behalf of the investor



� Long term cost certainty

� Federal & State Tax Incentives/Grants

� Reduce Carbon Foot Print

� Generation of transferable solar renewable 
energy credits (SRECs) and carbon credits

Why Power Purchase Agreements

energy credits (SRECs) and carbon credits

� No up-front capital outlays

� Treated as operating expense for accounting 
purposes, thus no B/S impact 



� No up front capital requirements

� Customer only pays for the power utilized

� Price is fixed for term of the contract

Long Term Cost Certainty

� Hedge against price escalations

� Zero O&M Expense 



� Investment Tax Credit
– 30% for Solar, Microturbines and Fuel Cells

� Production Tax Credit
– $0.02/kWH for Ten Years for new wind, 

Federal Tax Incentives

– $0.02/kWH for Ten Years for new wind, 
geothermal, closed loop biomass

� 5-Yrs MACRS Tax Depreciation treatment



� RECs are a US-based product and one REC is generated from 
production of 1 MWh of electricity from a qualified renewable source
– Mandated market:  Renewable Portfolio Standard
– Voluntary market:  brokers

� A Carbon credit (one allowance or CER) is considered equivalent to 
one metric tonne of CO2 emissions 
– Kyoto Protocol (international)

Environmental Credits

– Kyoto Protocol (international)
– Chicago Climate Exchange

� Qualification of renewable energy sources is done on a state-by-
state basis to support RPS standards

� RECs can be monetized throughout the life of a “new” project  0¢-
3¢/kWh


