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Chairwoman Waters, Ranking Member Capito, and Members of the Subcommittee: 

 

My name is Roy Willis and I am the Executive Vice President of Southern California Division of 

Lennar Urban, a part of Lennar Corporation, one of the nation’s largest homebuilders. 

 

On behalf of Lennar and its partners in the renewable energy and financial sectors, I sincerely 

appreciate the opportunity to testify this afternoon.  In many ways, this hearing and the questions 

you sent me touch on some of the most important aspects of my life’s work:  housing, support 

for low- and moderate-income families, and urban redevelopment.  

 

Whether it was working for the Urban Reinvestment Corporation in the 1970’s to bring capital to 

blighted areas, or helping to execute the Watts and South Los Angeles Renaissance Program 

after the civil disturbances of 1992, I have tried to do my part to make life better for low- and 

moderate-income citizens….and I believe the next generation of this work must extend to 

protecting our environment. 

 

To that end, I would like to focus my comments in this limited time on two areas: 

• First, I would like to discuss Section 27 of the Bill, the renewable energy leasing 

provision, and  

• Second, directly respond to your questions of how this section of the Bill would affect 

low- and moderate-income households and communities. 
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As we all know, it takes green to go green and, in today’s trying economic times, many simply 

cannot afford the upfront cost of buying assets like solar panels to put on their roofs---even with 

the current level of federal and state incentives.   

 

At the same time, private investment, both debt and equity, will not support the leasing of 

renewable energy assets because, among other things, there is no market clarity regarding what 

those assets are worth over time.  The result is a delay in the adoption of these clean technologies 

when we need them most.  In short, we need to make going green more affordable, especially for 

low- and middle-income families. 

 

Section 27 can help fix this.  By establishing a loan insurance program, paid for entirely by user 

fees, H.R. 2336 would help set a baseline for what renewable energy systems are worth, and 

therefore lay the foundation for private investment in renewable energy system leases.  The 

result would be transformational.  Renewable energy systems would become affordable.  Clean 

technology investment would resume. Companies would sell more. Thousands of jobs would be 

created. And our environment would benefit --- all at no cost to the taxpayer.  

 

To put it in perspective, if half the homes built in America annually in normalized times – about 

500,000 in a non-recession year – included solar energy systems, for example, that would mean: 

• Saving the equivalent of 6.6 billion barrels of oil annually; 

• Reducing carbon emissions by the same amount as removing 440,000 cars from the road; 

and 

• Producing the energy of three new nuclear power plants. 
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Chairwoman Waters, with your permission, I would like to submit for the record a more detailed 

analysis of how renewable leasing would work and an analysis we commissioned by former 

Congressional Budget Office Director Douglas Holtz-Eakin to analyze the budget impact of the 

proposed program where he concluded, and this is a direct quote, this “will not be a budget 

buster.”    

 

Chairwoman Waters, you also asked, in your written questions to the witnesses earlier this week, 

for us to comment on what effect “green” development would have on low and moderate income 

households and communities. 

 

While the benefits I described would apply to everyone, they should have a pronounced positive 

impact in the communities you ask about for two principle reasons: 

 

Leasing makes the enjoyment of capital intensive assets affordable. Leasing has been 

successfully used in other industries. 

 

Second, with unemployment at double-digit levels in much of the country, and low-income 

people particularly feeling the impact of the recession, the increased demand for residential 

renewable energy systems would help to create new, green, clean-tech jobs.  The Million Solar 

Roof Initiative estimates that placing solar energy systems on one million homes would create 

70,000 jobs. 
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Chairwoman Waters, thank you again for the opportunities to share our views on this important 

piece of legislation. I look forward to answering your questions and to working with you and the 

committee. 

 

 























DHE Consulting, LLC 
901 North Pollard Street, #1807 

Arlington, VA  22203 
 

 
      April 30, 2009 
 
David Kaiserman, President 
Lennar Ventures 
700 NW 107th Avenue 
Suite 400 
Miami, FL 33172 
 
 
Dear David: 
 
Thank you for the opportunity to analyze the budgetary impacts of a federal insurance program for 
loans for financing of renewable energy systems leased for residential use.  Having looked at the draft 
specifications, I believe it is safe to say that this should not be a budget-busting program.  
 
The most important budgetary feature of the program is the fact that premiums are collected at the 
time loans are insured, while any budgetary outlay is deferred for five years after that.  The current 
Congressional budget resolution is a 5-year window covering 2010-14.  As a result, if premiums are 
levied at all, this program will be a net surplus and source of revenues in the current budget window. 
 
Over the longer term, the net fiscal implications will depend on the extent to which premiums are 
charged on an actuarially-fair basis that reflects accurate information on experienced and expected 
default rates.  A more complete description of the budgetary and sensitivity analysis is attached.   
 
This analysis highlights two aspects of the program as currently drafted.  First, it would be possible to 
draft the program with the requirement that in be implemented on a zero-subsidy basis.  If written 
that way, the Office of Management and Budget would be obligated to ensure that premiums are set 
on an actuarially-appropriate basis. 
 
Second, the draft shows all insurance payments subject to annual appropriation, thereby raising the 
possibility that any year-to-year surplus may be appropriated for other purposes, and undercutting 
the overall balance in the program.  Again, it would be possible to draft stronger protections that 
ensure premiums are used only to liquidate insurance obligations. 
 
Finally, especially with consideration of the two drafting options, I think the analysis strongly 
supports the notion that this program should be evaluated on its policy merits.  If one wishes to 
move to a cleaner energy portfolio and seeks to provide federal leadership in financial products that 
support this portfolio, this program offers as way to do so in a responsible budgetary manner. 
 
 
     Sincerely, 
 
 
 
     Douglas Holtz-Eakin 
     President, DHE Consulting LLC 



Framework for the Scoring Analysis 
 
DHE Consulting, LLC built a basic national economic, housing, and energy outlook for 2010 to 
2044 that consisted of the following variables (and their sources): 
 

• Treasury Interest Rate (CBO, year-to-year smoothing by DHE) 
• CPI Inflation (CBO – also smoothed) 
• Residential Electricity Prices ($per KWH from EIA) 
• Housing Starts (Based on Macroeconomic Advisers, LLC Long-Term Projection) 
• Stock of Owner Occupied Homes (DHE Consulting, LLC) 

 
These projections allow one to compute the KWH per system (assuming productivity growth of 0.5 
percent annually), the residual value per energy system (assuming CBO inflation, CBO interest rates, 
and a manufacturer’s warranty of 95 percent of the rated output), and the loan value per insured unit. 
 
Assumptions regarding the takeup rates for new homes and existing homes are combined with the 
housing starts and existing homes projections, respectively, to determine the total number of loans 
issued and insured.  As a rough starting point, wI chose takeup rates of 10 percent and 0.5 percent 
respectively.  Because the stock of housing is so large relative to new construction, the latter number 
is the most important for determining the scale of the program. 
 
The key variable is the difference between the default rate on loans and the rate of insurance 
premiums charged.  We assumed as a rough benchmark that the default rate on new construction 
would reflect the overall default rate on first mortgages of single-family homes.  The basic argument 
is that we are drawing from the same pool of homeowners.  Given market conditions, we have this 
starting at 7 percent and declining to 2 percent at the end of the budget window.   
 
Finally, as a benchmark, we set the premiums at a common value of 1.5 percent of the loan amount.  
This reflects a rough-justice assessment that historically premiums have been below the actuarially-
fair level in federal programs.  
 
Preliminary Scores 
 
See Table 1. Obviously, the key bottom line is that there is an annual surplus for the startup of the 
program – a feature that will be robust to any of the key assumptions because of the design.  Over 
the long-haul, the program as we have assumed implemented runs a deficit, but that is easily fixed 
with actuarial premiums. 
 
Sensitivity Analysis 
 
A sensitivity analysis is in Tables 2 and 3.  Table 2 looks at how much the default rate can exceed the 
premium rate and still have the program break even over the 10-year budget window.  Because the 
premiums build up over the initial five years, the default rate can exceed the premium rate by over 2 
percentage points and still break oven. 
 
In contrast, Table 3 looks at the more stringent test of having the program break even over the final 
5 years, 2015-2019.  This precludes using the build up of premiums to help the budget picture.  The 
result is that the default rate can exceed the premium rate by only 0.55 percentage points and have 
the program roughly break even. 



Table 1

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
New Homes

Loans Insured 76,200            125,525            152,400            184,500            214,400            220,300            208,200            190,950            174,125            161,075            

Average Value Insured 13,142$          13,456$            13,885$            14,330$            14,789$            15,262$            15,749$            16,258$            16,787$            17,333$            

Premium per Insured 197.14$          201.83$            208.28$            214.96$            221.84$            228.92$            236.24$            243.87$            251.80$            259.99$            

Default Rate 10% 10% 10% 10% 10% 10% 10% 10% 10% 10%

Total Defaults 5,334              8,286               9,311               10,346              10,961              10,190              8,603               6,239               3,949               3,222               

Value of Defaulted Loans 70,101,607$   111,494,630$    129,285,407$    148,260,650$    162,112,198$    155,522,046$    135,487,991$    101,436,325$    66,286,652$     55,838,240$     

Premium Income 15,021,773     25,372,641       31,772,824       39,702,825       47,599,658       50,430,018       49,163,040       46,540,584       43,820,101       41,860,259       

Insurance Outlays -                 -                   -                   -                   23,367,202       99,518,272       121,562,479     138,284,312     156,308,829     161,854,289     

Insurance Fund Surplus (deficit) 18,988,238     31,697,687       39,022,228       47,944,528       33,127,174       (40,654,629)      (65,101,934)      (86,304,849)      (108,943,043)    (116,999,313)    

Insurance Fund Balance 18,988,238     50,685,925       89,708,153       137,652,682     170,779,856     130,125,227     65,023,293       (21,281,556)      (130,224,599)    (247,223,912)    

Value of Electricity Sales 3,966,465$     6,325,046$       7,249,404$       8,241,704$       8,894,718$       8,433,625$       7,297,506$       5,438,879$       3,545,685$       2,994,716$       

Existing Homes

Loans Insured 322,500          435,006            442,626            451,851            462,571            473,586            483,996            493,544            502,250            510,304            

Average Value Insured 13,142$          13,456$            13,885$            14,330$            14,789$            15,262$            15,749$            16,258$            16,787$            17,333$            

Premium per Insured 197.14$          201.83$            208.28$            214.96$            221.84$            228.92$            236.24$            243.87$            251.80$            259.99$            

Default Rate 1% 1% 1% 1% 1% 1% 1% 1% 1% 1%

Total Defaults 1,613              2,175               2,213               2,259               2,313               2,368               2,420               2,468               2,511               2,552               

Value of Defaulted Loans 21,192,134$   29,266,310$     30,730,256$     32,376,073$     34,205,764$     36,138,563$     38,112,654$     40,119,617$     42,155,708$     44,225,459$     

Premium Income 63,576,401     87,806,769       92,200,453       97,140,402       102,631,697     108,430,395     114,352,081     120,372,341     126,479,888     132,688,614     

Insurance Outlays -                 -                   -                   -                   7,064,045         28,593,760       29,982,165       31,532,807       33,272,720       35,167,481       

Insurance Fund Surplus (deficit) 64,775,487     89,465,259       93,923,197       98,939,463       97,444,339       81,797,439       86,424,937       90,995,760       95,469,562       99,894,302       

Insurance Fund Balance 64,775,487     154,240,746     248,163,943     347,103,407     444,547,746     526,345,185     612,770,122     703,765,882     799,235,444     899,129,746     

Value of Electricity Sales 1,199,086       1,658,490         1,722,745         1,799,062         1,876,687         1,960,804         2,055,020         2,156,227         2,262,394         2,373,169         

Insurance Program

Loans Insured 398,700          560,531            595,026            636,351            676,971            693,886            692,196            684,494            676,375            671,379            

Average Value Insured 13,142$          13,456$            13,885$            14,330$            14,789$            15,262$            15,749$            16,258$            16,787$            17,333$            

Premium per Insured 197$               202$                 208$                 215$                 222$                 229$                 236$                 244$                 252$                 260$                 

Default Rate 1.7% 1.9% 1.9% 2.0% 2.0% 1.8% 1.6% 1.3% 1.0% 0.9%

Total Defaults 6,947              10,461              11,524              12,605              13,274              12,558              11,023              8,707               6,460               5,773               

Value of Defaulted Loans 91,293,740$   140,760,940$    160,015,663$    180,636,723$    196,317,962$    191,660,609$    173,600,644$    141,555,942$    108,442,360$    100,063,699$    

Premium Income 78,598,174     113,179,411     123,973,277     136,843,226     150,231,355     158,860,413     163,515,121     166,912,925     170,299,988     174,548,873     

Electricity Sales 5,165,552       7,983,536         8,972,149         10,040,766       10,771,405       10,394,429       9,352,526         7,595,105         5,808,079         5,367,885         

Insurance Outlays -                 -                   -                   -                   30,431,247       128,112,032     151,544,644     169,817,119     189,581,548     197,021,769     

Insurance Fund Surplus (deficit) 83,763,725     121,162,946     132,945,425     146,883,992     130,571,513     41,142,810       21,323,003       4,690,911         (13,473,481)      (17,105,011)      

Insurance Fund Balance 83,763,725     204,926,672     337,872,097     484,756,089     615,327,602     656,470,412     677,793,415     682,484,326     669,010,845     651,905,834     

Fiscal Years



Table 2

2010- 2015- 2010-

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2014 2019 2019
New Homes

Loans Insured 76,200              125,525            152,400            184,500            214,400            220,300            208,200            190,950            174,125            161,075            

Average Value Insured 13,142$            13,456$            13,885$            14,330$            14,789$            15,262$            15,749$            16,258$            16,787$            17,333$            

Premium per Insured 197.14$            201.83$            208.28$            214.96$            221.84$            228.92$            236.24$            243.87$            251.80$            259.99$            

Default Rate 10% 10% 10% 10% 10% 10% 10% 10% 10% 10%

Total Defaults 2,724                4,488                5,448                6,596                7,665                7,876                7,443                6,826                6,225                5,758                

Value of Defaulted Loans 35,801,892$      60,382,174$      75,651,932$      94,521,605$      113,357,820$    120,196,643$    117,223,305$    110,983,094$    104,496,951$    99,810,854$      

Premium Income 15,021,773        25,372,641        31,772,824        39,702,825        47,599,658        50,430,018        49,163,040        46,540,584        43,820,101        41,860,259        

Insurance Outlays -                   -                   -                   -                   11,933,964        51,981,058        68,386,186        84,471,524        104,283,175      118,748,641      

Insurance Fund Surplus (deficit) 17,047,503        28,799,475        36,015,828        44,959,150        41,887,160        4,969,788          (12,905,495)      (31,969,798)      (54,858,592)      (71,535,327)      

Insurance Fund Balance 17,047,503        45,846,978        81,862,806        126,821,956      168,709,116      173,678,904      160,773,409      128,803,611      73,945,020        2,409,693          

Value of Electricity Sales 2,025,731$        3,426,833$        4,243,003$        5,256,325$        6,221,466$        6,520,828$        6,317,651$        5,961,142$        5,604,482$        5,353,055$        

Existing Homes

Loans Insured 322,500            435,006            442,626            451,851            462,571            473,586            483,996            493,544            502,250            510,304            

Average Value Insured 13,142$            13,456$            13,885$            14,330$            14,789$            15,262$            15,749$            16,258$            16,787$            17,333$            

Premium per Insured 197.14$            201.83$            208.28$            214.96$            221.84$            228.92$            236.24$            243.87$            251.80$            259.99$            

Default Rate 1% 1% 1% 1% 1% 1% 1% 1% 1% 1%

Total Defaults 11,529              15,551              15,824              16,154              16,537              16,931              17,303              17,644              17,955              18,243              

Value of Defaulted Loans 151,523,756$    209,254,117$    219,721,332$    231,488,919$    244,571,215$    258,390,728$    272,505,475$    286,855,263$    301,413,316$    316,212,033$    

Premium Income 63,576,401        87,806,769        92,200,453        97,140,402        102,631,697      108,430,395      114,352,081      120,372,341      126,479,888      132,688,614      

Insurance Outlays -                   -                   -                   -                   50,507,919        204,445,383      214,372,477      225,459,572      237,899,948      251,447,486      

Insurance Fund Surplus (deficit) 72,149,867        99,664,970        104,518,077      110,003,694      65,542,088        (81,995,240)      (85,327,003)      (89,670,212)      (95,243,943)      (101,790,714)     

Insurance Fund Balance 72,149,867        171,814,837      276,332,914      386,336,608      451,878,696      369,883,455      284,556,452      194,886,241      99,642,298        (2,148,416)        

Value of Electricity Sales 8,573,466          11,858,201        12,317,624        12,863,292        13,418,310        14,019,747        14,693,392        15,417,020        16,176,117        16,968,159        

Insurance Program

Loans Insured 398,700            560,531            595,026            636,351            676,971            693,886            692,196            684,494            676,375            671,379            

Average Value Insured 13,142$            13,456$            13,885$            14,330$            14,789$            15,262$            15,749$            16,258$            16,787$            17,333$            

Premium per Insured 197$                 202$                 208$                 215$                 222$                 229$                 236$                 244$                 252$                 260$                 

Default Rate 3.6% 3.6% 3.6% 3.6% 3.6% 3.6% 3.6% 3.6% 3.6% 3.6%

Total Defaults 14,254              20,039              21,272              22,750              24,202              24,806              24,746              24,471              24,180              24,002              

Value of Defaulted Loans 187,325,648$    269,636,291$    295,373,264$    326,010,525$    357,929,034$    378,587,371$    389,728,779$    397,838,357$    405,910,266$    416,022,887$    

Premium Income 78,598,174        113,179,411      123,973,277      136,843,226      150,231,355      158,860,413      163,515,121      166,912,925      170,299,988      174,548,873      602,825,442    834,137,321       1,436,962,764    

Electricity Sales 10,599,196        15,285,034        16,560,628        18,119,618        19,639,776        20,540,576        21,011,044        21,378,162        21,780,600        22,321,214        80,204,252      107,031,595       187,235,846       

Insurance Outlays -                   -                   -                   -                   62,441,883        256,426,441      282,758,663      309,931,096      342,183,122      370,196,128      62,441,883      1,561,495,450    1,623,937,333    

Insurance Fund Surplus (deficit) 89,197,370        128,464,445      140,533,905      154,962,844      107,429,248      (77,025,452)      (98,232,498)      (121,640,010)     (150,102,534)     (173,326,041)     620,587,812    (620,326,534)      261,277             

Insurance Fund Balance 89,197,370        217,661,815      358,195,719      513,158,564      620,587,812      543,562,360      445,329,862      323,689,852      173,587,318      261,277            

Differential between Premium

Rate and Default Rate 2.08% 2.08% 2.08% 2.08% 2.08% 2.08% 2.08% 2.08% 2.08% 2.08%

Fiscal Years



Table 3

2010- 2015- 2010-

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2014 2019 2019
New Homes

Loans Insured 76,200            125,525           152,400           184,500           214,400           220,300           208,200           190,950           174,125           161,075           

Average Value Insured 13,142$           13,456$           13,885$           14,330$           14,789$           15,262$           15,749$           16,258$           16,787$           17,333$           

Premium per Insured 197.14$           201.83$           208.28$           214.96$           221.84$           228.92$           236.24$           243.87$           251.80$           259.99$           

Default Rate 10% 10% 10% 10% 10% 10% 10% 10% 10% 10%

Total Defaults 1,562              2,574              3,125              3,783              4,396              4,517              4,269              3,915              3,570              3,303              

Value of Defaulted Loans 20,534,764$     34,633,188$     43,391,409$     54,214,420$     65,018,240$     68,940,760$     67,235,353$     63,656,178$     59,935,943$     57,248,156$     

Premium Income 15,021,773      25,372,641      31,772,824      39,702,825      47,599,658      50,430,018      49,163,040      46,540,584      43,820,101      41,860,259      

Insurance Outlays -                 -                 -                 -                 6,844,921        29,814,590      39,224,021      48,450,031      59,813,329      68,110,235      

Insurance Fund Surplus (deficit) 16,183,664      27,338,158      34,206,468      42,717,677      44,323,161      24,355,556      13,562,612      1,509,664        (12,778,685)     (23,179,642)     

Insurance Fund Balance 16,183,664      43,521,822      77,728,290      120,445,967     164,769,128     189,124,684     202,687,296     204,196,960     191,418,275     168,238,633     

Value of Electricity Sales 1,161,891$      1,965,517$      2,433,644$      3,014,852$      3,568,424$      3,740,128$      3,623,593$      3,419,111$      3,214,543$      3,070,333$      

Existing Homes

Loans Insured 322,500           435,006           442,626           451,851           462,571           473,586           483,996           493,544           502,250           510,304           

Average Value Insured 13,142$           13,456$           13,885$           14,330$           14,789$           15,262$           15,749$           16,258$           16,787$           17,333$           

Premium per Insured 197.14$           201.83$           208.28$           214.96$           221.84$           228.92$           236.24$           243.87$           251.80$           259.99$           

Default Rate 1% 1% 1% 1% 1% 1% 1% 1% 1% 1%

Total Defaults 6,613              8,920              9,076              9,265              9,485              9,711              9,924              10,120            10,299            10,464            

Value of Defaulted Loans 86,908,940$     120,021,138$   126,024,781$   132,774,274$   140,277,839$   148,204,248$   156,299,993$   164,530,550$   172,880,560$   181,368,608$   

Premium Income 63,576,401      87,806,769      92,200,453      97,140,402      102,631,697     108,430,395     114,352,081     120,372,341     126,479,888     132,688,614     

Insurance Outlays -                 -                 -                 -                 28,969,647      117,263,009     122,956,857     129,316,043     136,451,425     144,221,838     

Insurance Fund Surplus (deficit) 68,493,853      94,608,235      99,265,429      104,518,354     81,358,342      (791,357)         (177,139)         (101,017)         (693,459)         (1,800,858)       

Insurance Fund Balance 68,493,853      163,102,088     262,367,517     366,885,871     448,244,213     447,452,856     447,275,717     447,174,700     446,481,241     444,680,383     

Value of Electricity Sales 4,917,452        6,801,466        7,064,976        7,377,953        7,696,292        8,041,256        8,427,637        8,842,685        9,278,078        9,732,366        

Insurance Program

Loans Insured 398,700           560,531           595,026           636,351           676,971           693,886           692,196           684,494           676,375           671,379           

Average Value Insured 13,142$           13,456$           13,885$           14,330$           14,789$           15,262$           15,749$           16,258$           16,787$           17,333$           

Premium per Insured 197$               202$               208$               215$               222$               229$               236$               244$               252$               260$               

Default Rate 2.1% 2.1% 2.1% 2.1% 2.1% 2.1% 2.1% 2.1% 2.1% 2.1%

Total Defaults 8,175              11,494            12,201            13,048            13,881            14,228            14,193            14,036            13,869            13,767            

Value of Defaulted Loans 107,443,704$   154,654,326$   169,416,189$   186,988,694$   205,296,080$   217,145,008$   223,535,346$   228,186,728$   232,816,504$   238,616,763$   

Premium Income 78,598,174      113,179,411     123,973,277     136,843,226     150,231,355     158,860,413     163,515,121     166,912,925     170,299,988     174,548,873     602,825,442   834,137,321   1,436,962,764   

Electricity Sales 6,079,343        8,766,982        9,498,620        10,392,805      11,264,716      11,781,385      12,051,229      12,261,796      12,492,621      12,802,699      46,002,467    61,389,730    107,392,197      

Insurance Outlays -                 -                 -                 -                 35,814,568      147,077,599     162,180,878     177,766,074     196,264,753     212,332,073     35,814,568    895,621,376   931,435,944      

Insurance Fund Surplus (deficit) 84,677,517      121,946,393     133,471,897     147,236,031     125,681,503     23,564,199      13,385,473      1,408,647        (13,472,144)     (24,980,500)     613,013,341   (94,325)         612,919,016      

Insurance Fund Balance 84,677,517      206,623,910     340,095,807     487,331,838     613,013,341     636,577,540     649,963,013     651,371,660     637,899,516     612,919,016     

Differential between Premium

Rate and Default Rate 0.55% 0.55% 0.55% 0.55% 0.55% 0.55% 0.55% 0.55% 0.55% 0.55%

Fiscal Years
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