Does Solar Power on a Multi-Residential Property Make Business Sense?
____________________________________________________________________________

M

uch has been said and written about the
Ontario government’s FIT (Feed-in Tariff) and
microFIT incentive programs, North America's first
comprehensive, guaranteed pricing structure for
renewable electricity production. It offers stable
prices under long-term contracts for energy
generated from renewable sources, including solar
photovoltaic (PV) systems.

A typical microFIT project can take up to a year from
start to finish even though installation usually takes
less than one week.
Having a profitable solar system in Ontario is directly
tied to system performance, and the monthly and
yearly averages for solar radiation in your location.
Accurate data on solar system performance is readily
available from reliable sources.
Generally, costs associated with the purchase and
installation of renewable energy property is
considered capital costs of depreciable property,
using capital cost allowance (CCA) in Class 43.1
(30%/year) or 43.2 (50%/year). These classes provide
an accelerated CCA rate for specified clean energy
generation equipment.
There are a number of variables involved. This article
specifically addresses the installation of solar panels

on the roof of a multi-residential building in southern
Ontario, Canada.

Summary

I have investigated this opportunity at length and
came to the conclusion that this is a potentially great
investment but there are other investments that I
should complete first.
In southern Ontario, for a mid-size apartment building
(10 to 14 units) with southern exposure, a solar PV
system requires a $75,000 to $90,000 capital outlay
(plus interest/leasing costs) and will generate about
$11,000 in income per year, assuming 80.2 cents per
kilowatt hour of electricity generated from systems
with a rated capacity of 10 kW AC or less with a 20year contract. An $80,000 capital investment will take
7.3 years to recover, after which the income is
arguably 90% or more bottom line profit.
I have seen higher ROI claims such as a 10 kW roofmounted PV system installed for $65,000 with an
average system production in southern Ontario of
about 1,200 kWh/year, creating about $9,624
annually; a 6.7 year return of investment.
Considerations - Positive:
• Obviously,
the
major benefit of
installing
solar
panels is the 20year income stream
and full payment of
the investment.
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•

•
•
•
•

Energy/fuel costs are unlikely to ever decrease. It
will be a supplemental energy source for your
building in 20 years, reducing your operational
costs.
The solar panels act as a kind of partial second
roof that can possibly lengthen the lifespan of
your property’s roof.
Your personal contribution to clean sustainable
energy for the community and the world.
No moving parts and low maintenance make solar
PV systems very reliable and long lasting. Some
PV systems are still operating after 40 years.
Today, solar panel electricity can’t be stored.
However, I expect that 20 years from now, when
you start piping the generated electricity back
into your own building, technology will have
advanced to allow for on-site energy storage. This
could become a significant boon to your bottom
line.

Considerations - Negative:
• The effects on the life span of solar panels
exposed to extreme weather elements in
southern Ontario are not yet well understood.
Theirs is no point in obtaining a 20-year warranty
from a company that may be gone in 5 years.
• Repairing the roof after a solar panel installation
can be expensive. Consider installing a new roof
at the same time as the solar panel installation
• Make certain the racking system that is affixed to
your roof is properly installed and doesn’t’ create
water and stress-related (wind, storms, etc.)
problems later on.

•

•

•

Make certain your insurance will cover all
damages; eg. the panels are ripped off the roof by
high-force winds and damage, not only your
property, but someone else’s (or they hurt
someone).
Like all technologies, solar panels are constantly
improving. It is possible that panels in 5 years will
be much more efficient. Determine whether the
solar panels can be replaced by more efficient
ones without replacing the racking system.
When you sell the property, a reasonable portion
of the sale price must be allocated as proceeds of
disposition of the renewable energy property and
reported to Canada Revenue Agency (CRA), which
may result in a “recapture” into income of any
CCA claimed on the property.

While there are definite pros and cons to the
investment in solar photovoltaic systems, the overall
and long term benefits are very attractive. When I
install one, and I will, I will write again on my
experience with the project and the outcome.
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I am a commercial realtor (broker), based in
Toronto, Canada focused on multi-residential
(rental apartment) buildings.
As an owner/operator I am also intimately aware of
the issues, challenges, personal financial and estate
planning considerations, rewards, and sense of
accomplishment that come from managing the
human relationships, business challenges and
operational issues of owning a rental property.
I can help you do the same.
Christopher Seepe
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