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ACES & Property-Assessed Clean Energy “PACE” Bonds:

Innovative Financing to Accelerate the Retrofitting of America’s Buildings for Energy Independence

What Are PACE Bonds?

A PACE bond is a small municipal bond where the proceeds are lent to commercial and residential property owners to finance energy retrofits (efficiency measures and small renewable energy systems) and who then repay their loans over 20 years via an annual assessment on their property tax bill.  

The ACES bill makes critical changes to the indirect loan guarantee program, which supports 100% of the cost of projects as opposed to standard guarantees which only cover  80%.  Specifically, the Israel language allows guarantees to be used to support portfolios of taxable debt obligations originated by state, local, and private sector entities that enable owners of buildings and industrial facilities to— significantly increase the energy efficiency of buildings or install systems that generate electricity from renewable energy resources. This will allow banks to provide a more diverse portfolio of green lending options for consumers too. This method has proven to be a huge success across the country from Babylon, New York to Berkeley, California.
What Are the Advantages of PACE?

There are over 150 energy efficiency financing programs in the U.S., but many have limitations that include short repayment periods, high interest rates, credit requirements that do not account for energy savings, lack of options for recent homebuyers and limited availability for households most in need. PACE has several advantages for participants over other financing options, such as:

1. Longer repayment period – PACE offers a longer term of up to 20 years, compared to the standard 5 to 7 years of many utilities programs and conventional loans, thus allowing participants to do more comprehensive work and more closely match their payments with the energy savings.

2. Repayment transfers with ownership –PACE allows a current owner to invest today, knowing that the repayments and the financed improvements will transfer to the new owner if he/she decides to sell the property.

3. Information from a trusted source –Local governments are a trusted source for providing tools and resources to enable residents and businesses to take action. 

4. Safe and efficient security mechanism – This financing mechanism is extremely secure due to the priority lien on the property, and delinquent special taxes and assessments are repaid before private liens (such as purchase money mortgages) in the case of foreclosure.

5. Reduced transaction costs – PACE is often an easier process than applying for a home equity line or second mortgage. It is specifically designed to finance clean energy improvements so the steps to adoption are clearly spelled out in program guidelines.

6. Tax benefits – Participants in this program can access the federal income tax credits for solar and efficiency. In addition, the interest portion of the payments is tax deductible. 

7. Low interest rates – Low rates may be available due to the lower interest on municipal bonds and sources of financing available to local governments, although administrative fees may push the cost of a PACE program up above conventional options such as a home equity loan or second mortgage.

Endorsers:  Alliance to Save Energy, Climate Communities, National Association of Real Estate Investment Trusts (NAREIT),
Natural Resources Defense Council (NRDC), Real Estate Roundtable, Solar Energy Industry Association (SEIA),  Stewards for Affordable Housing for the Future (SAHF), California Energy Commission, Polyiso Insulation Manufacturers Association (PIMA)
