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Low-Income Communities Have Not Proportionally Benefited from the Cost 

Savings that Solar PV Can Provide

Low federal tax bills 
impede leveraging 

tax credits

High upfront costs 
inhibit direct 

purchases 

Low credit scores 
prevent access to low-

cost financing

Low-income 
households are stuck 

with higher costs

The national average energy burden for low-income households is 

8.6%, three times higher than for non-low-income households. (DOE)
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https://www.energy.gov/scep/slsc/low-income-community-energy-solutions


The Inflation Reduction Act (IRA) Provides Tax-Exempt Entities with Means to 

Address these Challenges

The Greenhouse Gas Reduction Fund provides sources of low-cost 
capital and other financial support.

Bonus adders available to the Investment Tax Credit (ITC) further 
incentivize projects in energy communities and low-income areas.

Elective pay (aka direct pay) provides a means for tax-exempt entities to 
receive the ITC as a cash payment.

High Upfront Costs

Lack of Tax Bill

Low Credit Score

Challenge IRA Program
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Tax-Exempt Organizations Can Serve as Third Party Owners to Help Households, 

Small Businesses, and Non-Profits Leverage These Programs

Tax-Exempt Owner

Local Solar 

Developers

Select developers, 

negotiate bulk rates, and 

pay upfront costs

Local Communities

Install solar and/or 

storage systems

U.S. Treasury

Collect tax credits via 

direct pay to recoup up to 

70% of the system’s costs

Engage local 

communities to 

establish trust and 

design program

Pay a small, 

monthly lease 

payment to the 

owner and enjoy 

immediate savings
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This Structure Can Unlock Significant Value for Homeowners

Illustrative Example

A low-income household in Nevada without any 
federal income tax installs rooftop solar that will 
last 20 years.

RMI’s Green Upgrade Calculator
https://greenup.rmi.org

Ownership Structure 20-Year Savings

Direct Ownership $10,000

Lease with 30-60% ITC $12,000 – 18,000

Lease with ITC and 
Reduced Interest Rate $16,000 – $20,000
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https://greenup.rmi.org/


Many Types of Tax-Exempt Organizations Could Pursue This Model

Nonprofit Financial Institutions (e.g., 
Community Development Financial 

Institutions and Green Banks)
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Government Institutions (e.g., Tribal, 
City, and County Authorities)

Nonprofit Utilities (e.g., Electric 
Cooperatives)

Other 501(c)(3) Organizations



This Approach Can Also Introduce New Process Challenges and Regulatory Complications

1. CDFI Certification Compliance

2. Davis-Bacon Act Requirements

3. Direct Pay Application

4. Domestic Content

5. Excess Benefit

Regulatory Complications

1. Contracts and Legal

2. Project Development Expertise

3. Tools and Software

4. Project Liability

5. Market Education

Process Challenges



GGRF Awardees and Other Partners Can Support and Enhance this Model

Reduce Risk for Tax-Exempt Owners

• Insure Project Owners against Liability

• Provide Credit Enhancement Support

Provide Standards and Education

• Distribute Standardized Tools and Templates

• Engage and Educate Private Financial Institutions

Support the Model Directly

• Provide Additional Low-Cost Capital

• Establish a Centralized Platform
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This Paper Could Not Have Been Written Without the Support of the Following 

Individuals and Organizations

Contributors:

Jillian Blanchard, Lawyers for Good Government; Franz Hochstrasser, Lawyers for Good Government; 
Yuning Liu, RMI; Whitney Mann, RMI; Russell Mendell, RMI; A.C. Meyer, Lawyers for Good Government; 
Vincent Nolette, Sabin Center for Climate Change Law; Andy Posner, Capital Good Fund; David Posner, 
RMI; Amy Turner, Sabin Center for Climate Change Law; Uday Varadarajan, RMI.

Additional Thanks:

Kevin Boes, Broadstreet Impact; Maria Castillo, RMI; Meredith Cowart, RMI; Eric Hangen, Squared 
Community Development Consulting; Jubing Ge, RMI; Janelle Gendrano, Climate Access Fund; Kevin Hill, 
NCRC; Roger Horowitz, Solar United Neighbors; Sam Mardell, RMI; Zach McGuire, Columbus Region Green 
Fund; Jesse McKinnell, CEI Maine; Julia Meisel, RMI; Alisa Petersen, RMI; Jingyi Tang, RMI.

10



RMI is Collaborating with 11 Communities to Pilot This Approach

Multiple Cities, NV
• Nevada Clean Energy Fund

Cincinnati, OH
• City of Cincinnati
• Cincinnati Development 

Fund
• The Port of Greater 

Cincinnati Development 
AuthorityHonolulu, HI

• Hawaii Green Infrastructure Authority
• Shake Energy Collaborative
• Waimea Nui Community 

Development Corporation

Lincoln & Omaha, NE
• Center for Rural Affairs
• Blair Freeman Group 
• Greentech Renewables
• Nebraska Investment 

Finance Authority

New Orleans, LA
• City of New Orleans
• Finance New Orleans

Baltimore, MD
• Climate Access Fund

Organization Type:
• Green Bank / CDFI
• Municipality
• Other Nonprofit
• Private Sector Partner

Multiple Cities, CA
• RE-volv

Columbus, OH
• Columbus Region 

Green Fund
• Impact Solar

Montgomery County, MD
• Montgomery County Green Bank

Washington, DC
• DC Green Bank

Salt Lake City, UT
• Sustain Energy 

Finance
• Utah Clean 

Energy
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RISE Cohort: Renewables Investment for Social Equity



RMI – Energy. Transformed.

Panelist Introductions

Lynn Heller
Founder and Chief Executive Officer

Climate Access Fund

Roger Horowitz
Director of Go Solar Programs

Solar United Neighbors

Andy Posner
Founder and Chief Executive Officer

Capital Good Fund
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Thank You!

For any questions, please contact:

Steve Abbott, sabbott@rmi.org

Yuning Liu, yliu@rmi.org

For slides and the webinar recording:

mailto:sabbott@rmi.org
mailto:yliu@rmi.org
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