
 

 

                     
 

May 7, 2019 

 

Ms. Kathy Kraninger 

Director 

Consumer Financial Protection Bureau 

1700 G Street NW 

Washington, DC 20552 

 

RE: Advance Notice of Proposed Rulemaking on Residential Property Assessed Clean Energy Financing; 

Docket No. CFPB -2019-0011 

  

Dear Ms. Kraninger, 

 

On behalf of the nation’s cities, counties and mayors, we appreciate the opportunity to comment on the 

Consumer Financial Protection Bureau’s (Bureau) Advance Notice of Proposed Rulemaking (ANPR) on 

Residential Property Assessed Clean Energy (PACE) Financing. This information request will help the 

Bureau better understand the unique nature of PACE assessments. We thank the Bureau for its ongoing 

outreach to local governments on this issue and encourage the agency to continue to engage with our 

members throughout the rulemaking process. 

 

Under the Economic Growth, Regulatory Relief and Consumer Protection Act (EGRRCPA/Public Law 115-

174), which was signed into law in May 2018, the Bureau is required to develop rules in consultation 

with state and local governments that ensure consumers have the ability to pay their residential PACE 

financing obligations. We look forward to working with the Bureau during this process to ensure PACE 

continues to benefit American homeowners and remains a viable financing tool for local governments. 

 

The Benefits of PACE to Local Governments 

 

Local elected officials are charged with protecting the health, safety and well-being of citizens and 

communities. As part of these responsibilities, local government may be required to meet or take 

voluntary action toward environmental and energy goals for renewable energy targets, emission 

reductions and building community resilience. PACE is an important public policy tool that helps local 

governments meet these objectives. 

 

Local governments use PACE to help residential and commercial property owners finance energy 

efficiency upgrades or renewable energy installations. By utilizing PACE, local governments are able to 

remove many barriers to renewable energy and energy efficiency retrofits, such as high upfront costs 



 

associated with buying and installing systems and the long-term ability to reap the benefits of cost 

savings. As a result, property owners use less water and energy, which reduces utility costs overall, and 

benefits local communities and economies. 

 

Additionally, in Florida, property owners can use PACE to incorporate wind-resistance home upgrades 

such as new roofs, windows and other improvements that protect residential structures from hurricane 

force winds. This, in turn, strengthens local communities against extreme weather events, helps 

maintain local property values and reduces insurance premiums. PACE is one of the most important 

avenues state and local governments have to encourage these types of voluntary improvements. 

 

According to PACENation, an organization we work closely with, between 2009 and 2018 residential 

PACE financing has provided $5.2 billion for over 220,000 homes; this has generated over 42,000 local 

jobs. Moreover, PACENation notes that these investments have reduced emissions and saved billions of 

gallons of water since the genesis of the program. 

  

PACE Programs Utilize Traditional Tax Assessments to Meet Community Goals 

 

PACE programs are built around traditional tax assessments, which local governments have successfully 

managed for centuries. Under PACE, local governments obtain startup funding through bonds or third-

party entities. Once financing is secured, they can offer property tax assessments to residents and 

businesses for energy efficiency improvements. These low-interest and long-term assessments are 

attached to the property, not the homeowner, and are paid back on an annual or biannual basis through 

a special property tax assessment on the property.   

 

PACE differs from traditional creditor-borrower relationships like unsecured consumer loans and 

residential mortgages in several crucial respects: 

  

● PACE has a public purpose: PACE-financed projects are required by state and local law to fulfill 

vital public purposes, such as building resiliency (hurricane hardening, fire safety, seismic 

retrofits), energy and water efficiency and the generation of clean, renewable energy. 

  

● PACE uses traditional tax assessments: PACE is a form of land-secured municipal financing with 

a 300+ year history. It is designed to work the same way that financing for parks, sewers, 

underground utility lines and other local public projects work--they are financed via assessments 

or special taxes collected along with real property taxes from the properties that benefit from 

the public service. 

  

● PACE programs are not loans: PACE assessments are not consumer credit transactions and local 

governments that levy such assessments are not “creditors.” 

  

https://pacenation.us/pace-market-data/?mc_cid=060ab8bba0&mc_eid=118a3598df


 

It is critical that state and local governments continue to have the freedom to enable and administer 

PACE programs, and that property owners have the ability to access PACE financing when considering 

the form of financing that best meets their needs.  

 

PACE Assessments are Different than Traditional Consumer Loans and Must be Treated as Such 

 

While primarily focused on the banking industry, EGRRCPA instructs the Bureau to determine whether 

Truth-in-Lending Act (TILA) requirements should be applied to residential PACE programs. TILA is a 

federal law that was passed in 1968 to protect citizens from unfair credit practices. Under section 307 

the Bureau must set regulations for residential PACE financing that “carry out the purposes” of the TILA 

ability to repay (ATR) requirements for residential mortgages, apply the civil liability provisions of TILA to 

violations of these new regulations, and “account for the unique nature” of PACE. 

  

EGRRCPA does not authorize the Bureau to apply other aspects of TILA to PACE.  Moreover, since PACE 

assessments and liens are a form of property tax assessments, they are not associated with the personal 

debt of the real property owner. Instead, PACE obligations are attached to the property, regardless of 

current ownership. As a result, these assessments are not considered “consumer credit” and, as such, 

TILA cannot apply to such transactions. 

 

Furthermore, PACE programs offer stronger consumer protections than other forms of available 

financing for home improvements. If a homeowner already holds a mortgage on the property, a TILA-

compliant lender did a due diligence review of income, before approving the mortgage including a 

review of the ability to repay. A homeowner would then apply separately for PACE funding. Additionally, 

there is a process that local governments and their third parties use to review and assess whether the 

resident has the ability to take on additional debt. In fact, several studies have shown that PACE 

assessments actually have lower delinquency rates than other types of consumer loans. A 2018 report 

by DBRS, Inc. shows that residential PACE assessments in California had lower delinquency rates than 

other single-family home mortgages. Consequently, access to PACE financing results in better 

homeowner outcomes, especially in underserved communities. 

 

Recommendation: Continued Engagement with Local Governments and a Transparent Rulemaking 

Process to Create a Practical Rule 

 

We thank the Bureau for its early engagement with cities and counties on the ANPR. We see this as the 

first step of the process. As the Bureau moves forward, we encourage you to continue to engage in 

significant and meaningful consultation with local governments throughout the various stages of the 

rulemaking process. Working together, we can ensure that consumers are protected when utilizing PACE 

programs. 

 

While we support efforts to protect consumers, we would like to urge the Bureau to proceed cautiously 

on changes that could make PACE programs nonviable. If the Bureau impedes the ability of homeowners 

https://www.dbrs.com/research/323286/dbrs-publishes-commentary-on-residential-pace-delinquency-trends
https://www.dbrs.com/research/323286/dbrs-publishes-commentary-on-residential-pace-delinquency-trends


 

to access residential PACE programs due to over regulation, it will have a negative impact on the ability 

of local governments to address their community goals. 

 

As the Bureau takes the next step of developing a proposed rule, we request that the Bureau identify 

several regulatory options they are considering and provide an opportunity for public comment on these 

options. A transparent rulemaking process will ensure that the best possible outcome for consumers 

and local governments is achieved.  

 

In closing, mayors, cities and counties stand ready to collaborate with the Bureau on PACE. PACE is a 

valuable public financing mechanism that empowers local governments and their residents to 

strengthen infrastructure, while protecting citizens against natural disasters and extreme weather 

events. Moreover, PACE expands clean energy use, increases energy and water efficiency, and saves 

residents money on their utility bills. It is a win-win for all.  

 

We support the comments submitted by cities, counties and related entities, such as PACENation. 

Additionally, we have attached information on the Kansas City residential PACE program (2017) as an 

example of how local governments establish and implement PACE programs with oversight and 

reporting responsibilities. PACE programs are not one-size-fits all, they take many different forms.  

 

We look forward to working with you during this process to ensure PACE continues to benefit American 

homeowners and remains a viable financing tool for local governments. If you have any questions, 

please don’t hesitate to contact us: Carolyn Berndt (NLC) at 202-626-3101 or Berndt@nlc.org; Julie 

Ufner (NACo) at 202-942-4269 or jufner@naco.org; Richard Anderson (USCM) at 202-861-6795 or 

randerson@usmayors.org. 

  

Sincerely, 

 

      
Clarence E. Anthony     Matthew D. Chase   Tom Cochran 

CEO and Executive Director    Executive Director   CEO and Executive Director 

National League of Cities    National Association of Counties The U.S. Conference of Mayors 

mailto:jsheahan@usmayors.org
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Kansas City reports the following updates as of Nov. 2018:•	1,858 residential assessment applications received•	1,052 residential assessment applications approved•	945 improvement projects completed – 812 energy efficiency, 133 solar energy installations•	Total value of projects completed - $8.9 million•	41 million kWh projected energy savings over the useful life of the technologies•	26,000 tons of GHG reductions expected from these projects over their useful life




