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Introduction

The financing mechanisms currently available to homeowners are
grouped into three categories: (1) traditional self-financing, (2)
third-party ownership options, and (3) utility and public financing.
Self-financing options are widely available across the United States.

Traditional Self-Financing

Cash purchases are the least expensive option in total dollars spent
to acquire PV as there's no financing costs or solar finance company
fees. The downside is that the upfront cost of PV system is still sig-
nificant and likely a barrier for many households. Furthermore, the
homeowner needs a sufficient tax liability to take full benefit of the
federal investment tax credit (ITC).

Traditional self-financing, including home equity loans (HELs), home
equity line of credit (HELOCs), and cash-out mortgage refinancing
(COMR) are provided by all banks and credit unions across the coun-
try. They are the most available option for homeowners. However,
this requires homeowners to have good credit, enough equity in
their home to finance the system, and preferably, a home in an area
with stable property values. Similarly, they need to determine
whether they can take full benefit of federal ITC.

Third-Party Ownership Options

Power Purchase Agreement

(PPA) Solar Lease
Homeowner Owns the System M0
Financing Provider Sodar finance Company
Funding Source lax equity nvestor
Sample FeesiClosing Costs £0-%1.5007
Monthly Payments Based on electrichy production Fleed maonthly paymnent whether the
syslem operales or nol
Full Use of ITC Guaranteed Yes, by the solar developer
Contract Length Up fo 20 years
Payments Stable Over the Yies, akhough it could include a price escalator {in the case of a PPA) or
Contract Term a payment escalabar (in the case of a lease)
Tax-Deductible Interest Payments (g []
Appears on Homeowner Credit Mo®
Report
Separate Installer and O8M Mo Ol may be included In some solar
Contracts mases, homeownes should check the
contrac
Collateral P system
Transferable upon Home Sale Yes, with buyer gualificalion
Buy-Out Option es, confracts can include buy-oul options, likely at pre-determined
podnls i the contract after yaar sid wiven he tax benefits have been fully
rsGnetized
" Historically, down payments have been required, bus they appear to be Jess common currently

! According to Apallo Energy Partners (third-pamy solsr finance company’), & solar lease does not affect a
hamecwner's credit report unless they are delinguent (Apallo Energy Pasteesrs 20015

Sources: DAOE 2010; WEEL analysis

Solar power purchase agreements (PPAs) and solar leases allow
homeowners to benefit from commercial tax incentives - the ITC
and the Modified Accelerated Cost Recovery System (MACRS) -
through a partnership with a third-party solar provider. Third-party
ownership can cost about the same or les as local retail electricity
rates. Note that solar PPAs and leases are only available in markets
with

1. Favorable interconnection and net-metering policies
2. Legal or regulatory clarity for third-party solar ownership models
3. Local financial incentives

Utility and Public Financing

Utility loans can either be an on-bill loan or meter-attached. How-
ever, while there are many utility financing programs for energy effi-

riency and other tvnes of imnroverments onlby 3 few con<ider P ta
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be an eligible improvement.

Credit enhancements combine third-party capital from banks or
credit unions with public-sector support to encourage lending for
solar. These programs include loan loss reserves, subordinated debt,
and interest rate buy-downs.

e Aloanloss reserve is a fund that supports a pool of loans up to a
project-specific amount, thereby reducing the loans’ risk profile.
This lets the lender to underwrite loans that might not be afford-
able or available on the private market. Borrowers acquire access
to more attractive financing terms than what otherwise would be
available. Loan loss reserve can be combined with other financing
programs, i.e. revolving loans.

e 5tate and local governments can provide subordinated debt as
part of the capital available for a solar loan program. Here, the
private lender provides the remaining principal and takes a senior
lien position. If there is a default, the state or local government
takes the first loss of the subordinated debt before the private
lender takes any losses. Similar to loan loss reserves, this reduces
the risk of a loan and improves a borrower’s ability to take an af-
fordable debt.

e |Interest rate buy-downs don't improve a borrower’s risk profile.
However they do improve the affordability of a loan and the bor-
rower’s ability to repay.

Revolving loan funds are established by a state or local government
or utility and are replenished as loans are repaid. They often provide
low interest rates, greater accessibility due to flexible underwriting
guidelines, and extended loan terms.

Property Assessed Clean Energy is a public financing mechanism
used by a small number of local governments to allow residents to
fund energy efficiency, water conservation, and renewable energy
projects, including PV. Within these districts, the homeowner can
join a PACE program by agreeing to have a senior tax assessment
lien placed on their property in exchange for immediate funds to-
wards improvements such as solar PV. From then on, the home-
owner repays the assessment through semi-annual or annual pay-
ments over the term of the contract (typically about 20 years) as a
portion of regular property tax payments. This agreement allows
property owners to have net gains even with increased property tax.
PACE is currently available in select areas in 31 states and the Dis-
trict of Columbia.

Summary Table
Cash HEL, PPA Salar Lrtility Public PACE
HELOC, and Lease Financing Frogram
COMR Financing
Homeowner Dwns TEs Mo b~ ]
System
Flﬂlﬂﬁ“ﬂ Wik Frivate Solar hinance Uity privale Bnder of Governmaank
Frovider lEmder (e COrmpanTy I.'|I.':I'.|'I‘.'If'|-'r'IEI'I| ]| Flll'uﬂtl."
bank or =i =]
credt union )
Maximum Loan HiA Mane A Frogram Frograim ;'"-Ll:.:l'd"l'l
Amount A peEncent dependent et rchend epatndlent
UpGn @quity (eg.. 52,500 (&g eq
N @ Nome $30 000y §14,000 $£50.000
INncHme lawed §1,000 000 10%: loan to
=i TETAT
Sample i, Cepandent s0* Program Program $7o-5$1.025
Fees/Closing on marked dependent T e [Bipasider had
Costs rales and [e.g , $100 (&g 1% of loan
BIOITOWer s i:!-‘l'ﬂ _[?EI'I.'E'TI'IITHE"H added 1o
et I'Ht-[‘-l.] LA l'I'I!I'I'I"'l-Il Fh".-ﬂll:ll'l -11] .':lllﬂ-!'IFlﬂl for
8.9 HEL Je ikt e cosd of
S0=%TH poticn ERANCE,
HELDH marke] rale E.!FII|E|L.:E‘I3
SATE-$0E0 lees) inleresi, and
COMR dabl service
$1,078 rEsere )
§1,182)
Sampie Interest Mo HEL: 7% Il Ay Program Program Program
Rate HELDC: 8% depaendenl panchen e parnidient
COMR- 5% (&g, 0% &g [e.g.. 4.75%
iy GOVETTIMEn] 1Mo G
portion: 0% juadified -
A ngeEr ). T5%)
marke] raje
Full Use of ITC M Wag [T}
Guaranteed
Flﬂil‘ltll\ﬂ M =2 ¥rs 1 5=210 Y15 I'-r-lljl'--ll'l' I-"'l-'l_I'-HI'lI = A
TermiContract e pencEnt (P rhend (PNl Nl
L‘I‘I'Iﬂﬂ'l (eq., 31 yrs (&g, 220 eq. 1020
B =11
F.'I'."I'I'Ill'lu- are Wi HEL Yyes Yanes—could Yes
Stable Owver the HELDHC mx nclude escalanor
Laan/Cantract COMR" yes
Term
Tax-Deductible Hi Yies Mo—PRAEaSE Bt likEhy s
Interest P:II"I'I'Il-r'IIS PaEyTRENT IS mil
lax deductibile
Appears on No ¥ieg Mo g Mo
Homeowrer
Credit Repont
Homeowner Yes (unkess instaker MNO—S0lar Yas I_Llrl-E"E‘E nstaller comp E'E‘E-_I
Completes COMmplEeEs) TP O pelniy
Incentive and Mies apnlsahons
Interconnection on Denhall of
Applications homeawnes
Collateral i e P seslem Tax liEn
Transterable Mo Yeg, with E'Ll'r = | L"E'FIE"'IJE. [+ ) UE'FIE'I'H:IE il =]
Upﬂl'l Sale of UM IC RN the program ne PO raim [EpsETiang
Haome {Yes in 1his ary The e
repor’s al sake
examples)
Buy-Dut/Earty Wi L= Possibhy, al Depends on ihe program (Yes  Ofen ves
HI'Fi']'T‘I'IlIﬂ peEnallies [lfl‘:dt'tfl' mined M ENES repeat 'S EXampies) el )|
Possible miary apply poinis in contract remaining
DELanCE musd
b répaid
FIJI'HZ“I'IH Eource Sell Bank or Tax equity 1Ly SBF. rates Bondds and
funded credit union Mvesion capfalidehi taxes (eq pubdic funds
rawepayer ARRA ange e most
funds Cammon
" Histarically, down paymenis have been required, but they appear to be kess common curmentiy
Adduional fundimng opldns could inchde Boulique privale CApilal Inveslons, washe lunds, and Dans
Sources DOE 2010, Brown 2011
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With this information, you may feel ready to commit to a residential
solar panel. Find a complete all-in-one kit that fits you. SolarSyz is
here to help when you're ready to purchase. SolarSyz has a wide se-

lection of solar kits to make things simple and cost-effective for
you.

Follow SolarSyz on Twitter @SolarSyz for more up-to-date infor-
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ested in more of Shen’s posts on solar energy? Follow the author
on Twitter @shenge86.
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