Leasing The Sun: Solar Panels For The Rest Of Us
by Brian Dowling
May 24, 2013 – The same pathway that has put many in the seat of a new car — the lease — is taking off as a financial vehicle for homeowners who don't have tens of thousands of dollars sitting around to buy a rooftop solar-panel system outright.
In Connecticut, a mixture of subsidies, high energy prices and ingenuity has made for fertile ground for the sales model that is attracting interest from investors and homeowners.  At least 1,350 residences in the state are leasing solar-power system, with plans for thousands more.  The capital is flowing in to private firms, as well as the state's clean energy office, to support the programs.
It works like this.  A solar company that offers a lease option — like SolarCity and SunGevity — comes to your house to determine whether a solar array would work on your roof.  If it's suitable, depending on the company, you can choose either to pay zero upfront and a regular lease fee each month, or you can pay some money up front and have lower or no monthly lease fees.
A rooftop solar system from SolarCity, for example, that's guaranteed to produce a little more than 6,000 kiloWatt-hours annually would cost $63 a month with nothing up front.  The payment is set to increase 2.9% annually, which the company says is lower than average price increases from the utilities.
Putting some money down on the system, say $2,500, lowers the monthly payment to $53 and erases the yearly % increase.  The last option would be to pay the lease upfront, which costs $7,920 and results in no monthly payments for all 20 years of the lease.
While the solar company handles installation, does maintenance and ensures the system's productivity, it also collects the subsidies and tax credits that the state and federal government give to people willing to invest in the renewable energy.
The solar company, not you, owns the equipment — just like car dealership owns a leased car.  So in many cases, when it comes time for routine maintenance or repairs, the company is responsible.  When the lease ends, you have the option of buying the system, renewing the lease, or having it removed.  If you move out, the solar systems also can be transferred to a new owner.
SolarCity, a California solar outfit that has offered solar leases in Connecticut since 2011, has signed more than 350 leases in the state and more than 40,000 countrywide.  The company's chairman, Elon Musk, is the CEO of electric car company Tesla Motors and spacecraft firm Space-X.
This week, Goldman Sachs said it would put up $500 million in financing for SolarCity leases, a chunk of the $40 billion the investment bank plans to set aside for renewable projects in the next decade.
"The ability to get in front of homeowners is kind of the biggest hurdle," said Lee Keshishian, SolarCity's head of operations for the East Coast.  "Once we get there, the vast majority decide to go with us."
On the money and billing side, with the leased system, homeowners will now get two bills a month — one for the lease payment and the usual electric bill from the utility.  The savings from the system comes when the total of those two bills is lower than previous energy bills.  Keshishian said that, as a result, most customers see a 10% to 20% drop in their energy bills.  SolarCity, as well as other companies, also ensure the system's productivity for the entire 20-year lease.
Hands-Off Solar
Jay Pelchar, a high school math teacher who lives in Burlington, went with SolarCity, after wading into the complicated world of solar systems.  He researched the tax credits, the subsidies, took a step back and sought help.  "The learning curve on this is enormous," said Pelchar, 45.
An intermediary company, One Block Off the Grid, hooked him up with SolarCity.  During a conference call last summer, Pelchar heard his options and agreed to lease a solar system.  "Without the leasing option, we would not have solar," he said.  "No question, I would not be able to purchase a system for myself."  He took to option of putting up money for the system — about $8,000, which covers all of his lease payments.  This way, SolarCity still handles the maintenance and repairs of the 20 solar panels, which sit on a steep south-facing portion of his roof.
The process from "yes" to solar power coming down from above took just a few months.  SolarCity did a site visit to inspect his house, making sure that it didn't have anything blocking the sun and that its roof was structurally sound.  They later came back and did a home energy evaluation.  By the first of the year, the system was up and running, with little effort from Pelchar.  "I never filled out a form for a rebate or tax credit," he said.  Pelchar also passed another of the hurdles to leasing a solar system — credit check.
The economics of Pelchar's decision to invest up front in the system, rather than choosing to pay nothing up front, were well thought out.  "I'm only 5 months into it but it seems to me, investment-wise, to be the most secure investment you can make," he said.  With electricity rates an uncertain thing at best, the solar array locks in a set price for Pelchar.  "I'm pretty much guaranteed that I will generate enough in 8 or 9 years to pay back my investment," he said.  So the next 11 years would all be profit.
A Homegrown Model
About the time that SolarCity had its bright idea to lease solar systems out on the West Coast, the state of Connecticut started a solar lease program of its own that took a different tack.  The state's program was run by then-Connecticut Clean Energy Fund — now known as the Clean Energy Finance and Investment Authority, or CEFIA.  It signed more than 1,000 solar leases in the time it took the state to hit its funding cap.  On that success, CEFIA is in the middle of launching another $60 million round of leases.
Much of how the state's program ran mirrored how SolarCity ran: down-payment options, monthly lease payments, many options at the end of the lease or when a homeowner moves.  But the state didn't want to get into the business of designing and installing solar systems.  There were plenty of companies already doing that.  Instead, the state trained about 20 existing solar installers to offer their leasing product.  The state's program was noted in a 2009 report from the National Renewable Energy Laboratory in Golden, Colo., that, after running the numbers, found that the Connecticut lease option offered the "most attractive" price of energy, when compared to paying for a system with cash or through a home equity loan.
In the next few weeks the state is launching a second round of solar leases.  Bert Hunter, the chief investment officer at the clean energy authority, said that the next round should result in 1,600 residential leases — and one big thing that the commercial players haven't touched on yet.  "It will also have a solar hot water lease," he said.  Solar hot water systems are big in Europe, the Carribean and Hawaii, where fossil fuels are particularly expensive.  "It's going to offer very price advantage for homeowners who heat with fossil fuels."
So far, he has raised $50 million from private investors for the program, to which an additional $10 million from CEFIA will be added.  "What we're doing is providing a financial option for the homeowners, so they can have a wide array of options at the installer level," Hunter said.
Leasing Solar Power
What: Leased solar-power systems
Companies: SolarCity (solarcity.com, 888-765-2489), Sungevity (sungevity.com, 866-SUN-4ALL)
State-run leasing program: Clean Energy Finance and Investment Authority (www.ctcleanenergy.com, 860-563-0015)
Households in Connecticut with leased systems: About 1,350
Cost: With no money down, about $65 a month depending on system size.
Lease Term: Usually 20 years
www.courant.com/business/hc-solar-lease-solarcity-20130520,0,172657,full.story
