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2.4

Third-Party Residential Financing Models
6HYHUDO�PRGHOV�IRU�ÀQDQFLQJ�VRODU�HQHUJ\�V\VWHPV�DQG�UHGXFLQJ�WKHLU�XS�IURQW�FRVWV�KDYH�
evolved in the marketplace. Municipalities can pave the way for private sector solar companies 
to thrive in their communities or partner directly with the private sector to offer residents 
ÀQDQFLQJ�RSWLRQV��7ZR�SRSXODU�QHZ�PRGHOV�IRU�FRQVXPHUV�LQWHUHVWHG�LQ�SXUFKDVLQJ�VRODU�IRU�
their homes are residential solar leasing and residential power purchase agreements��33$V���
These new models complement the more conventional use of cash or home equity loan 
ÀQDQFLQJ�IRU�VRODU�LQVWDOODWLRQV��

8QGHU�WKLUG�SDUW\�ÀQDQFLQJ�PHFKDQLVPV��WKH�KRPHRZQHU�GRHV�QRW�SXUFKDVH�WKH�photovoltaic 
�39��V\VWHP�EXW�HQWHUV�LQWR�DQ�DUUDQJHPHQW�ZLWK�D�FRPSDQ\�WR�PDNH�SHULRGLF�OHDVH�SD\PHQWV�RU�
HOHFWULFLW\�SD\PHQWV�IRU�WKH�V\VWHP��7KHVH�WKLUG�SDUW\�ÀQDQFLQJ�PHFKDQLVPV�FDQ�EH�DWWUDFWLYH�
for homeowners because they can reduce the risk and complexity involved in owning and 
RSHUDWLQJ�D�39�V\VWHP��$QG�39�V\VWHPV�RZQHG�DQG�RSHUDWHG�E\�WKLUG�SDUW\�SURYLGHUV�RIWHQ�
perform better because the providers frequently monitor their electricity output and experts 
perform any necessary maintenance or repair.

7KH�FRQFHSW�RI�UHVLGHQWLDO�VRODU�OHDVLQJ�LV�IDLUO\�VWUDLJKWIRUZDUG��,QVWHDG�RI�SXUFKDVLQJ�D�39�
V\VWHP��KRPHRZQHUV�HQWHU�LQWR�D�FRQWUDFW�ZLWK�WKH�RZQHU�RI�D�39�V\VWHP�ZKR�ZLOO�LQVWDOO�WKH�
system on the homeowner’s roof. The homeowner puts little or no money down and agrees 
to make monthly lease payments during a set period of time (typically 10 to 20 years) while 
FRQVXPLQJ�HOHFWULFLW\�IURP�WKH�39�V\VWHP��7\SLFDOO\�WKH�FRPELQHG�OHDVH�SD\PHQW�DQG�PRQWKO\�
utility bill (which pays for power needed when the sun isn’t shining) is competitive with and 
sometimes lower than previous electric bills. Meanwhile, the party owning the system (i.e., a 
VRODU�FRPSDQ\��EHQHÀWV�IURP�WKH�WD[�FUHGLWV�DQG�DFFHOHUDWHG�GHSUHFLDWLRQ�RI�WKH�VRODU�HTXLSPHQW�
as well as any available rebates. 

$W�WKH�HQG�RI�D�OHDVH�SHULRG��WKH�KRPHRZQHU�PD\�KDYH�WKH�RSSRUWXQLW\�WR�SXUFKDVH�WKH�V\VWHP��,I�
the homeowner isn’t interested in purchasing the system, it can be removed or the lease can be 
H[WHQGHG��,I�WKH�KRPH�LV�VROG��LW�PD\�EH�SRVVLEOH�IRU�WKH�H[LVWLQJ�KRPHRZQHU�WR�WUDQVIHU�WKH�OHDVH�
to the new homeowner. Residential solar leases can be an attractive feature for homeowners 
ZKR�ZDQW�WR�EHQHÀW�IURP�VRODU�SRZHU�EXW�GRQ·W�ZDQW�WR�LQFXU�WKH�XS�IURQW�FRVWV�RI�SXUFKDVLQJ�D�
system or the ongoing maintenance costs of owning their own systems.

8QGHU�D�UHVLGHQWLDO�33$��D�WKLUG�SDUW\��XVXDOO\�D�VRODU�FRPSDQ\�RU�LWV�LQYHVWRUV��RZQV�DQG�
RSHUDWHV�D�39�V\VWHP�ORFDWHG�RQ�WKH�KRPHRZQHU·V�URRI��7KH�KRPHRZQHU�HQWHUV�LQWR�D�FRQWUDFW�
ZLWK�WKLV�WKLUG�SDUW\�WR�EX\�DOO�RI�WKH�HOHFWULFLW\�WKDW�WKH�39�V\VWHP�JHQHUDWHV�RYHU�DQ�H[WHQGHG�
period of time, typically up to 20 years. The third party, as the owner of the system, is 
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UHVSRQVLEOH�IRU�DOO�RSHUDWLRQV�DQG�PDLQWHQDQFH�RI�WKH�39�V\VWHP��7KH�WKLUG�SDUW\�ZLOO�WDNH�WKH�
DYDLODEOH�WD[�LQFHQWLYHV�DQG�ORFDO�UHEDWHV�DQG�XVH�WKHP�WR�ORZHU�WKH�FRVW�RI�HOHFWULFLW\�WR�EHQHÀW�
the homeowner. The homeowner will continue to purchase some electricity from the utility to 
FRPSOHPHQW�WKH�HOHFWULFLW\�SURGXFHG�E\�WKH�39�V\VWHP.

7KH�SULPDU\�GLIIHUHQFH�EHWZHHQ�D�VRODU�OHDVH�DQG�D�UHVLGHQWLDO�33$�FRPHV�GRZQ�WR�PDNLQJ�D�
monthly lease payment to a third party in a solar lease versus purchasing electricity under a 
33$��,Q�PRVW�PDUNHWV��WKH�FRQVXPHU�ZLOO�KDYH�WKH�RSWLRQ�RI�HLWKHU�D�VRODU�OHDVH�RU�D�UHVLGHQWLDO�
33$��EXW�QRW�ERWK��7KLV�LV�GXH�WR�D�QXPEHU�RI�IDFWRUV�LQFOXGLQJ�ZKHWKHU�RU�QRW�WKH�33$�LV�
permissible by law and how electricity sales are taxed vis-à-vis leases. For consumers in a 
PDUNHW�ZKHUH�ERWK�WKH�33$�DQG�WKH�OHDVH�DUH�DYDLODEOH��WKHUH�DUH�D�QXPEHU�RI�IDFWRUV�WR�FRPSDUH��
including the following:

�� The up-front cost of each option
�� 7KH�UDWH�DW�ZKLFK�HLWKHU�WKH�OHDVH�SD\PHQW�RU�WKH�33$�SULFH�LQFUHDVHV�HDFK�\HDU��UDWH�RI�

escalation)
�� :KHWKHU�PDLQWHQDQFH�LV�LQFOXGHG�LQ�WKH�OHDVH�RU�33$�SULFH

�� Whether online system monitoring is included
�� 7KH�FRVWV�DVVRFLDWHG�ZLWK�WHUPLQDWLQJ�WKH�OHDVH�RU�WKH�33$�DW�WKH�HQG�RI�WKH�WHUP� 

$V�RI�6HSWHPEHU�������UHVLGHQWLDO�WKLUG�SDUW\�ÀQDQFLQJ��HLWKHU�WKURXJK�D�VRODU�OHDVH�RU�D�VRODU�
33$��LV�DYDLODEOH�LQ�WKH�IROORZLQJ�VWDWHV��$UL]RQD��&DOLIRUQLD��&RORUDGR��&RQQHFWLFXW��+DZDLL��
Massachusetts, Minnesota, New Jersey, Oregon, Pennsylvania, and Texas.

Implementation Tips and Options
�� /RFDO�JRYHUQPHQWV�FDQ�FUHDWH�D�VRODU�IULHQGO\�HQYLURQPHQW�WKDW�DOORZV�IRU�SULYDWH�VHFWRU�

VRODU�ÀQDQFLQJ�PRGHOV�WR�WKULYH��6WUHDPOLQHG�SHUPLWWLQJ�SURFHVVHV�DQG�UHDVRQDEOH�
permitting fees, property and/or sales tax waivers or discounts, and solar access laws help 
IDFLOLWDWH�SULYDWH�VHFWRU�ÀQDQFLQJ�PRGHOV��

�� 3DUWQHU�ZLWK�FRPSDQLHV�RIIHULQJ�VRODU�ÀQDQFLQJ�WR�KHOS�PDUNHW�WKH�RSWLRQ�WR�UHVLGHQWV��
0DQ\�UHVLGHQWV�DUH�XQDZDUH�WKDW�VRODU�ÀQDQFLQJ�RSWLRQV�H[LVW��DQG�JLYHQ�WKDW�PDQ\�
homeowners perceive solar as a new technology, they will be more likely to participate in a 
VRODU�ÀQDQFLQJ�SURJUDP�LI�WKH�ORFDO�JRYHUQPHQW�KDV�HQGRUVHG�LW��

� For homeowners interested in owning a solar system as opposed to having a third party 
RSHUDWH�D�V\VWHP�RQ�WKHLU�URRI��FRQVLGHU�FUHDWLQJ�D�3$&(�SURJUDP��VHH 2.5, Property 
$VVHVVHG�&OHDQ�(QHUJ\�)LQDQFLQJ�3URJUDP).

BENEFITS Paving the way for private sector financing or directly partnering with the private 
sector to o!er financing options will benefit the community by reducing the 
primary barrier to PV deployment: high up-front cost. The advantages of residential 
PPAs and leases include low-upfront costs; predictable and competitively priced 
electricity costs in the future; no ongoing maintenance obligations; and a variety 
of options at the end of the PPA or lease, such as purchasing the system, having it 
removed, or extending the term of the contract.
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�� :RUN�ZLWK�WKH�VWDWH�RU�SXEOLF�XWLOLW\�FRPPLVVLRQ�WR�HQVXUH�WKDW�UHVLGHQWLDO�OHDVHV�DQG�33$V�
are allowed in the state.

�� 'HYHORS�D�FRPPXQLW\�VRODU�ÀQDQFLQJ�SURJUDP�IRU�UHVLGHQWV�ZKRVH�URRIV�DUHQ·W�VXLWDEOH�IRU�
solar energy systems (see 2.8, Community Solar). 

Examples

Phoenix, Arizona: Forming a Partnership between the City of Phoenix and SolarCity
Solar Phoenix is a collaborative effort among the city of Phoenix, the solar leasing company 
6RODU&LW\��$UL]RQD�3XEOLF�6HUYLFH��DQG�WKH�1DWLRQDO�%DQN�RI�$UL]RQD��7KH�FLW\�LV�VXSSRUWLQJ�
WKH�SURJUDP�E\�SURYLGLQJ�FHUWDLQ�SURWHFWLRQV�DJDLQVW�KRPHRZQHU�GHIDXOWV�YLD�LWV�,QGXVWULDO�
'HYHORSPHQW�$XWKRULW\��3URJUDP�SDUWLFLSDQWV�FDQ�LQVWDOO�D�VRODU�V\VWHP�ZLWK�QR�XS�IURQW�FRVW�
and a low monthly lease payment. The new lease payment plus the new lower electricity bill is 
W\SLFDOO\�ORZHU�WKDQ�WKH�XWLOLW\�ELOO�KRPHRZQHUV�SDLG�EHIRUH�WKH\�LQVWDOOHG�D�39�V\VWHP��VDYLQJ�
the average Phoenix homeowner 15% on monthly electricity costs. Participants must be in good 
ÀQDQFLDO�VWDQGLQJ�DQG�KDYH�D�PLQLPXP�),&2�VFRUH�RI�����WR�EH�HOLJLEOH�IRU�6RODU�3KRHQL[·V�
ÀQDQFLQJ��9LVLW�www.solarphoenix.org for more information.

Additional References and Resources

PUBLICATIONS 

Homeowners Guide to Financing a Grid-Connected Solar Electric System

National Renewable Energy Laboratory, October 2010

This guide explains multiple financing options available to homeowners considering the installation of a PV system. The 
report includes short descriptions and a table comparison of financing a PV system though a cash purchase, home equity 
loan, solar lease, residential PPA, and a PACE financing program.

Publication: www.eere.energy.gov/solar/pdfs/48969.pdf

Solar Leasing for Residential Photovoltaic Systems

National Renewable Energy Laboratory, Revised April 2009

This fact sheet provides an overview of the residential solar lease and compares it to a cash purchase and system 
financed through a home equity loan.

Fact sheet: www.nrel.gov/docs/fy09osti/43572.pdf
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Solar Photovoltaic Financing: Residential Sector Deployment

National Renewable Energy Laboratory, March 2009

This report presents the information that homeowners and policy makers need to facilitate PV financing at the residential 
level. It covers the full range of cash payments, bill savings, tax incentives, and potentially available solar attribute 
payments. Traditional financing is compared with innovative solutions, many of which are borrowed from the commercial 
sector. By calling attention to these innovative initiatives, this report aims to help policy makers consider greater 
adoption of these models to benefit homeowners interested in installing a residential PV system.

Report: www.nrel.gov/docs/fy09osti/44853.pdf

Solar Leasing for Residential Photovoltaic Systems

National Renewable Energy Laboratory, February 2009

This publication examines the solar lease option for residential PV systems and describes two existing solar lease 
programs, and helps homeowners revisit the comparison between the solar lease and home-equity financing.

Publication: www.nrel.gov/docs/fy09osti/43572.pdf
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The Denver International Airport (DIA) features a 2 MW PV system. DIA is now host to 
a second 1.6 MW array system. (Denver International Airport/PIX18043)


