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2.5
Property Assessed Clean Energy Financing
renewable energy
property
assessed clean energy
up-front cost barrier to solar and the hesitancy of homeowners to make long-term investments in
their homes, given that many people move every 5 to 7 years.
directly or as an intermediary for private investors. The property owner repays the loan over an

local jurisdictions must have authorization to create a special assessment district or another

straightforward method is to amend an existing special district authority to allow clean energy
projects on private property. Some states have opted to create a new stand-alone law. Cities and
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who decide not to participate in the program—this is a key element in the marketing of the

property tax assessment typically remains with the property, although in some cases the transfer
can be a negotiation point at sale.
that have already been launched. Boulder County, Colorado, is using voter-approved bond
County, California, used general funds
municipal
bond markets.

bonds prevented the property owner from also taking the federal investment tax credit

address this issue through legislative action with the introduction of bills before Congress in
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BENEFITS

The PACE financing model offers a number of benefits to solar energy
system owners, including a long-term, fixed-cost financing option; an
assessment tied to the property (instead of the system owner’s credit
rating); a repayment obligation that can transfer with the sale of the
property; and the potential to deduct the loan interest from federal
taxable income as part of the local property tax deduction. The benefits
of this financial model for local governments include meeting climate
and energy goals with little to no liability or exposure to a municipality’s
general fund. These programs do have administrative costs, but those costs
can be included in a bond issuance and repaid by program participants.
The program can be structured to fully leverage private investment, so a
municipality or county can implement a PACE program with almost no
budget impact

Implementation Tips and Options
Determine whether the local jurisdiction is authorized to create a special district within
an alternative, a community might be able to bypass the special district process and pass
an ordinance that enables citizens to add a line item to their property tax bill for energy

legislation (see

).

Consider including an allowance for contracts for the production of clean energy at the

community. Other funding sources, including federal tax credit bonds like
conservation bonds (QECBs) and public–private partnerships might also be possible.
payments to the investors/bondholders, the program administration costs, and a reserve fund
to cover participant delinquencies. Be aware, though, that some homeowners will be able to
equity loan.
external organization is better suited to administer the program.
Work with the program administrator to create a simple application process for property owners.
Educate the solar industry about the program and engage industry in program marketing.
know all the program details.
projects, and prioritize property owners who have received energy audits or have otherwise
made informed decisions about the most cost-effective improvements to their property.
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Examples
Boulder County, Colorado: Establishing Boulder’s ClimateSmart Loan Program

improvements to local residential property owners. This program differs from the Berkeley
model in several ways. The repayment period is shorter—loans to homeowners are repaid over
15 years as a special assessment on the homeowner’s property tax bill. Boulder County is the
program; other jurisdictions have used taxable bonds only. Boulder County also decided to
aggregate applicants and then issue a large bond based on demand instead of issuing individual

program is under way and bonds are anticipated to be sold in late 2010.

www.bouldercounty.org/bocc/cslp.

Additional References and Resources
WEB SITES
U.S. Department of Energy, Weatherization and Intergovernmental Program’s Status Update Page on Pilot
PACE Financing Programs
www.eere.energy.gov/wip/pace.html
The Vote Solar Initiative
http://votesolar.org/PACE
Vote Solar works with state and local governments to pass enabling legislation and clear the way for PACE financing programs.
This Web site features case studies, legal analyses, and model requests for proposals (RFPs) for program administrators.
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PUBLICATIONS
Photovoltaics (PV) as an Eligible Measure in Residential PACE Programs: Benefits and Challenges
National Renewable Energy Laboratory, June 2010
This fact sheet can help policy makers to determine if residential PACE programs should include PV as an eligible
measure.
Fact sheet: www.nrel.gov/docs/fy10osti/47845.pdf

Transferring PACE Assessments Upon Home Sale
Lawrence Berkeley National Laboratory, National Renewable Energy Laboratory, Solar America Cities, April 2010
This policy brief analyzes one of the advantages of PACE, which is the option to transfer the special assessment from one
homeowner to the next when the home is sold. This analysis focuses on the potential for the outstanding lien to affect
the sales negotiation process, rather than the legal nature of the lien transfer itself.
Policy brief: http://eetd.lbl.gov/ea/emp/reports/ee-policybrief_041210.pdf

Recovery through Retrofit
Middle Class Task Force, Council on Environmental Quality, Vice President of the United States; Executive Office of the
President of the United States, October 2009
This report discusses the energy-saving and job-creation opportunities offered by a comprehensive and national energy
efficiency retrofit program. PACE financing is cited as a primary mechanism to finance this initiative.
Report: www.whitehouse.gov/assets/documents/Recovery_Through_Retrofit_Final_Report.pdf

Guide to Energy Efficiency & Renewable Energy Financing Districts for Local Governments
Renewable and Appropriate Energy Laboratory (RAEL), University of California, Berkeley. September 2009
This comprehensive guide to PACE programs addresses topics such as financing, marketing, legal issues, and program
administration. It also contains a number of helpful case studies.
Report: http://rael.berkeley.edu/sites/default/files/old-site-files/2009/FullerKunkelKammenMunicipalEnergyFinancing2009.pdf

Renewable and Appropriate Energy Laboratory Financing Seminar Presentations
University of California, Berkeley, April 2009
The RAEL Financing Seminar held in Berkeley, California, featured experts on municipal financing of clean energy.
Program managers from Berkeley, Palm Desert, and Sonoma County, California, and Boulder, Colorado, discussed their
experiences with implementing clean energy financing programs, including PACE financing programs.
Set of presentations: http://sites.google.com/site/raelfinancingseminar/Home/ppts
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2.6
Low-Interest Loans
States, utilities, and local governments can use low-interest loans to encourage the adoption of
renewable energy
or leverage funds by working with private lenders. Most state loan programs emphasize energy
30 existing renewable energy state loan programs under which solar installations are eligible
Maximum loan amounts typically are about $1 million for commercial systems and $10,000 to
$30,000 for residential systems, with varying interest rates and repayment terms from 3 to 20
years. States typically collaborate with private lenders in administering a program. Utility loan
programs usually target residential solar installations. Repayment schedules vary and are usually
determined on an individual project basis, but some utilities offer a repayment term of up to 10
collaborate with a local bank or community economic development organization to secure
favorable terms or to structure interest rate buy-downs.

Note: For the most up-to-date information on states and municipalities with property and sales tax incentives for solar, visit
www.dsireusa.org/summarymaps/index.cfm?ee=1&RE=1.

46

Solar Powering Your Community: A Guide for Local Governments

|

January 2011

