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Project (PPP/P3), which is an agreement between private and public entities. P3s are a relatively new 
concept in the United States but are quickly becoming widespread. This model is suitable because it will 
encourage the use of a new technology, in this case solar power, by lowering the upfront installation 
costs through the involvement of a private party donor who utilizes the available tax incentives. Under 
this option, the private party donor will finance the installation of the solar energy system, take 
ownership of it and act as a second utility by selling energy in a Purchasing Power Agreement (PPA). A 
PPA defines the contract between the buyer and the seller of electricity. It will essentially specify all the 
terms for sale and secures the payment stream between the two entities. It is estimated that the private 
party donor could provide solar energy to U of MN at a minimum rate of $0.10/kWh rising by 2% 
annually. The donor would subsequently depreciate the solar energy system asset and sell it to the U.  
 
The specific federal and state tax incentives for commercial entities in Minnesota that can be leveraged 
in this project include the Business Energy Investment Tax Credit, which is a credit is equal to 30% of 
expenditures with no maximum credit. The expenditure covered by this tax credit include solar energy 
equipment that generates electricity, to heat or cool a structure, or to provide solar process heat. 
However, this credit falls to 10% of expenditures after December 31 2016, and so this option will 
become a little less attractive after the credit expires. 
 
Additionally, the Modified Accelerated Cost Recovery System (MACRS) allows businesses to recover 
solar energy investments in certain property through depreciation deductions for period of five years. 
For equipment where the Business Energy Investment Tax Credit has been claimed, the owner must 
reduce the project's depreciable basis by one-half the value of the 30% ITC which means the owner is 
able to deduct 85% of his or her tax basis.  
 
STUDENT GREEN FEES 
Student fees are a popular funding source for sustainability projects and have generally been approved 
by large majorities in student elections. Fees can either be dedicated student fees for a specific purpose, 
which can be mandatory or optional, or part of budget cycle to budget cycle allocation where funding is 
determined periodically in competition with other funding possibilities.  Currently, Crookston is the only 
campus with a Green Fund, and the option should be considered. 
 
REVOLVING LOAN FUND                                                                                       
An increasingly popular tool used to finance campus sustainability efforts is a university Revolving Loan 
Fund (RLF). RLF provides capital for projects that create some level of return or cost savings. Some 
portion of that return or savings is used to repay the fund until the full project cost has been paid off. 
Repayment can include an interest rate, or be interest-free. Initial capital for the RLF can come from a 
number of sources. The most common source of seed capital is administrative funds, wherein capital is 
drawn from administrative and departmental budgets. Student fees or student government funds, pre-
existing efficiency savings, and donations have also been used to seed RLFs. Funds can be established in 
any size (of the two-dozen polled in late 2010, the median fund size was $170,000). An RLF has the 
potential to grow over time and become an evergreen source of capital for projects. The University of 
Minnesota does not currently have an established Revolving Loan Fund. 
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