
 

 

December 8, 2017 
 
 
Representative Al Landis 
Co-Chair 
CSG Energy and Environmental Public Policy 
Committee 
 

Senator Pat Spearman 
Co-Chair 
CSG Energy and Environmental and Public 
Policy Committee 

Deputy Speaker Bob Godfrey 
Co-Chair 
CSG Intergovernmental Affairs Committee 

Senator Douglas Overbey 
Co-Chair 
CSG Intergovernmental Affairs Committee 

 
 
Re: Council of State Governments (CSG) Resolution Supporting State Polices to Advance 

Residential Property Assessed Clean Energy (PACE) Consumer Protection Policies 
 
 
Dear Honorable Committee Co-Chairs: 
 
The American Bankers Association (ABA),1 the Credit Union National Association (CUNA)2 and 
the Mortgage Bankers Association (MBA)3 write to express strong concerns and opposition to 
this proposed CSG resolution as written. If adopted, the resolution would encourage states to 
incorporate consumer protections and regulation for PACE loans consistent with those enacted 
by California earlier this year. However, the California law does not fully address the long-
standing and serious concerns of the real estate finance industry, consumer protection groups 
or the federal government’s housing enterprises, i.e. Fannie Mae and Freddie Mac. Moreover, 
by only addressing some, not all, of the well-founded and documented criticisms of PACE 
lending, the new California law creates a dangerous false presumption that all of these 
consumer protection issues have been addressed when they have not. Therefore, our 
organizations encourage you to withdraw this resolution and re-propose one that: 
supports bipartisan legislation (S. 2155) in Congress to provide borrowers federal Truth-
in-Lending (TILA) and other Consumer Financial Protection Bureau (CFPB) protections; 

                                            
1 ABA is the voice of the nation’s $17 trillion banking industry, which iscomposed of small, regional and large banks 
that together employ more than 2 million people, safeguard $13 trillion in deposits and extend more than $9 trillion in 
loans. 
2 CUNA is the only national association that advocates on behalf of all of America’s credit unions, which are owned 
by 110 million consumer members. CUNA, along with its network of affiliated state credit union leagues, delivers 
unwavering advocacy, continuous professional growth and operational confidence to protect the best interests of all 
credit unions. 
3 MBA is the national association representing the real estate finance industry, an industry that employs more than 
280,000 people in virtually every community in the country. Headquartered in Washington, D.C., the association 
works to ensure the continued strength of the nation's residential and commercial real estate markets; expand 
homeownership; and extend access to affordable housing to all Americans. MBA promotes fair and ethical lending 
practices and fosters professional excellence among real estate finance employees through a wide range of 
educational programs and a variety of publications. Its membership of over 2,200 companies includes all elements of 
real estate finance: mortgage companies, mortgage brokers, commercial banks, thrifts, REITs, Wall Street conduits, 
life insurance companies and others in the mortgage lending field.  
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and, supports PACE obligations being recorded in proper lien priority – i.e. subordinate 
to all other prior recorded mortgages. 
 
PACE loans are – in substance – consumer loans secured by real property and should be 
subject to federal consumer protection requirements, not dependent on a patchwork of limited or 
non-existent state and/or municipal laws that do not adequately protect homeowners. While we 
appreciate that the intent of this resolution is to try and create greater uniformity among state 
consumer protection requirements (and establish them where they do not currently exist), there 
is no guarantee that this will ever emerge and the result will be at best a piecemeal approach to 
standards to keep consumer safe from financial harm. That is why our organizations advocate 
applying to PACE loans the same Dodd-Frank TILA consumer protections required of other 
mortgage products. 
 
PACE loans are typically initiated by private contractors working in conjunction with the 
companies that set up PACE financing programs in coordination with county governments. The 
PACE administrators approve home improvement contractors to make eligible home 
improvements loans funded by PACE financing. The PACE obligations are then purchased 
using proceeds raised by the issuance of municipal revenue bonds. These bonds are secured 
by payments on PACE loan obligations. The payments are added to the borrower's property tax 
bill as an assessment, paid through property tax installments – usually over 15 or 20 years – 
and the outstanding PACE loan obligation runs with the property and not the borrower-going 
forward. Because they have been added to the property tax rolls, PACE loans rest in a senior 
lien position to a mortgage. This structure seeks to avoid both consumer protection rules 
governing mortgages and longstanding principles of lien priority governing real property 
financing.   
 
A growing body of consumer complaints is being reported in the national media. These reports 
discuss the sales practices of PACE lenders who often go door-to-door, offer loans worth tens 
of thousands of dollars with no money down while making fraudulent or misleading 
representations and sign up consumers who have no idea what they are agreeing to when 
potential consequences for non-payment of PACE loans can be foreclosure and loss of a home. 
We have attached a sample of these articles4 and would also suggest to you stories about 
PACE abuses compiled by National Consumer Law Center.5 
 

                                            
4 "FBI, SEC Look Into Business Practices of Country’s Largest ‘Green’ Lender," Wall Street Journal, 9/26/17, 
https://www.wsj.com/articles/fbi-sec-look-into-business-practices-of-countrys-largest-green-lender-1506430977; 
"More Borrowers Are Defaulting on Their ‘Green’ PACE Loans," Wall Streeet Jornal, 8/18/17, 
https://www.wsj.com/articles/more-borrowers-are-defaulting-on-their-green-pace-loans-1502789401; "Bakersfield 
votes to end controversial program that funds home solar panels," Los Angeles Times, 7/26/17, 
http://www.latimes.com/business/la-fi-pace-bakersfield-20170720-story.html; These loans were created to help 
homeowners, but for some they did the opposite," Los Angeles Times, 6/4/17, http://www.latimes.com/business/la-fi-
pace-loans-20170604-story.html; "America’s Fastest-Growing Loan Category Has Eerie Echoes of Subprime Crisis, 
Wall Street Journal, 1/10/17, https://www.wsj.com/articles/americas-fastest-growing-loan-category-has-eerie-echoes-
of-subprime-crisis-1484060984.  
5 Residential Property Assessed Clean Energy (PACE) Loans: The Perils of Easy Money for Clean Energy 
Improvements, Septemeber, 2017, https://www.nclc.org/images/pdf/energy_utility_telecom/pace/ib-pace-stories.pdf.   
See also  https://www.nclc.org/issues/pace-loans.html  

https://www.wsj.com/articles/fbi-sec-look-into-business-practices-of-countrys-largest-green-lender-1506430977
https://www.wsj.com/articles/more-borrowers-are-defaulting-on-their-green-pace-loans-1502789401
http://www.latimes.com/business/la-fi-pace-bakersfield-20170720-story.html
http://www.latimes.com/business/la-fi-pace-loans-20170604-story.html
http://www.latimes.com/business/la-fi-pace-loans-20170604-story.html
https://www.wsj.com/articles/americas-fastest-growing-loan-category-has-eerie-echoes-of-subprime-crisis-1484060984
https://www.wsj.com/articles/americas-fastest-growing-loan-category-has-eerie-echoes-of-subprime-crisis-1484060984
https://www.nclc.org/images/pdf/energy_utility_telecom/pace/ib-pace-stories.pdf
https://www.nclc.org/issues/pace-loans.html
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It is also important to consider the position on PACE loans of the Federal Housing Finance 
Agency (FHFA) – the federal government conservator to Fannie Mae and Freddie Mac (the 
GSEs). In 2012, FHFA prohibited the GSEs from purchasing mortgages where the residential 
property is encumbered by a PACE loan holding first lien position.6 The California law does not 
to address these concerns and creates saleability issues for consumers purchasing a home with 
a PACE lien, because they do not have access to affordable mortgage credit provided through 
GSE financing. Additionally, a seller who may have just invested in these improvements using a 
PACE loan could find themselves having to pay off the entire assessment (often consisting of 
tens of thousands of dollars) before they will be able to complete the sale. In fact, only this 
week, the Department of Housing and Urban Development announced that it would no longer 
allow the Federal Housing Administration to insure loans with PACE liens. 
 
ABA, CUNA and MBA support responsible efforts to provide homeowners with affordable and 
accessible financing for energy efficient home improvements, but sounder alternatives to PACE 
loans already exist – which do not interfere with traditional lien priority and are accompanied by 
consumer protections. For example, home equity lines of credit (HELOC) and closed end 
second mortgages, are frequently used and are better suited for providing energy efficient home 
improvements. These options are generally more favorable for homeowners due to lower 
interest rates and Consumer Financial Protection Bureau (CFPB) disclosure and ability to repay 
standards intended to protect the consumer. 
 
Again, while we appreciate your recognition of the need for straightforward, appropriate 
protections in this space, the approach offered by California falls short. This resolution will 
accelerate the development of divergent state consumer protections. Thus, a better approach 
would be to redraft this resolution to support the bi-partisan legislation which is moving forward 
in Congress that provides greater consumer protections than the California law. S. 2155 
requires the CFPB to prescribe regulations to apply TILA’s ability to repay underwriting to PACE 
financing. This common-sense approach will ultimately provide greater consumer protections 
than a state-by-state patchwork as advocated in this resolution. Such a resolution should also 
call on states to support state and municipal rules that would require PACE obligations to be 
recorded in proper lien priority, subordinate to all prior-recorded mortgages. 
 
Respectfully, 
 
American Bankers Association 
Credit Union National Association 
Mortgage Bankers Assocaition 
 
CC: Members of the CSG Energy and Environment Public Policy Committee and the CSG 

Intergovernmental Affairs Committee 
  

                                            
6  See Enterprise Underwriting Standards, 77 Fed. Reg. 36,086, (June 15, 2012) (proposed rule); Federal Housing 
Finance Agency,Statement of the Federal Housing Finance Agency on Certain Super-Priority Liens, Dec. 23, 2014, 
available at: 
https://www.fhfa.gov/Media/PublicAffairs/Pages/Statement-of-the-Federal-Housing-Finance-Agency-on-Certain-
Super-Priority-Liens.aspx  

https://www.fhfa.gov/Media/PublicAffairs/Pages/Statement-of-the-Federal-Housing-Finance-Agency-on-Certain-Super-Priority-Liens.aspx
https://www.fhfa.gov/Media/PublicAffairs/Pages/Statement-of-the-Federal-Housing-Finance-Agency-on-Certain-Super-Priority-Liens.aspx
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FBI, SEC Look Into Business 

Practices of Country’s Largest 

‘Green’ Lender 
Agencies seek information about Renovate America’s business 

practices 

 

FBI agents are seeking information about how Renovate America marketed its financing to 

homeowners, trained its sales force and outside contractors, and communicated with investors, 

according to a document. PHOTO: ANDREW HARRER/BLOOMBERG NEWS 

By  

Kirsten Grind 
Updated Sept. 26, 2017 9:14 a.m. ET 
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Investigators from the Federal Bureau of Investigation and the Securities and Exchange 

Commission are looking into business practices at Renovate America Inc., the largest 

provider of energy-saving home-improvement loans, according to people familiar with 

the matter and documents reviewed by The Wall Street Journal. 

Scott McKinlay, Renovate America’s chief legal officer, said in a statement that “we 

have been assured that Renovate America is not a target of an FBI investigation. We 

believe from our discussions with the FBI about its investigation of a contractor with 

whom we have done business that it is likely our company has come up in the context of 

those FBI interviews.” 

Renovate America is the largest lender in one of the U.S.’s fastest-growing loan 

programs known as Property Assessed Clean Energy, or PACE. Private lenders in the 

PACE program team up with local governments to make loans to purchase solar panels 

and energy-efficient appliances. 

FBI agents are seeking documents that show how Renovate America marketed its 

financing to homeowners, trained its sales force and outside contractors, and 

communicated with investors, according to a document reviewed by the Journal. The FBI 

also is conducting interviews of people familiar with the company, according to the 

people who have been interviewed. 

The information gathered by the FBI may be presented to a grand jury, according to the 

document. 

The purpose of the FBI inquiry couldn’t be determined.  

An FBI spokeswoman said the agency “would not confirm or deny the existence of an 

investigation to an individual or company.” 

The SEC’s investigation includes questions about loan payments Renovate America 

made for some borrowers who were struggling with their debt, according to information 

the company has provided to rating firms and people familiar with the matter. 

A Renovate America spokeswoman said in a statement that “we have received a request 

for information from the Securities and Exchange Commission. We are fully cooperating 

with their information request and believe it is unlikely to have a material effect on the 

business.” 

An SEC spokesman declined to comment. 

San Diego-based Renovate America was founded in 2008 and originated $1 billion in 

loans in 2016, the company has said. 
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Renovate America is backed by venture-capital firm DFJ Growth and private-equity 

firm Silver Lake Kraftwerk and was valued at about $500 million in a 2015 financing 

round. A spokeswoman for Silver Lake Kraftwerk declined to comment. A representative 

for DFJ Growth didn’t respond to a request for comment. 

Lenders in the PACE program have made about $3.7 billion in loans through June 2017, 

with the average loan size being $25,000. The loans, which are placed on a homeowner’s 

tax bill alongside property taxes, have been packaged into a series of bond deals and sold 

to asset managers and pension funds. 

The program relies on contractors such as plumbers and air-conditioning repairmen to 

broker loans. Homeowners typically find out about the program when their contractor 

mentions it to them, or they are paired with a contractor through a lender. Renovate 

America, for example, uses thousands of contractors to sell its financing. 

The loan program has sparked controversy as homeowners have complained about lack 

of underwriting guidelines and misrepresentation of their loan terms, the Journal has 

reported. Some cities and counties have recently pulled out of the program. 

Some lenders have taken steps to strengthen underwriting practices, make loan 

documents more transparent and boost contractor oversight, the Journal 

reported. Renovate America, for example, has worked with others in the industry on a 

national standard for lending and has ramped up training of contractors who broker the 

loans. 

Mr. McKinlay said in a statement that, “Renovate America has instituted a number of 

specific business processes over the past year to give homeowners even more 

transparency about our financing and to tighten standards for contractors with whom we 

do business,” noting that the company “severed ties with over 10% of our active 

contractor base after implementing a rigorous, data-driven contractor quality rating 

system earlier this year.” 

In Kroll Bond Rating Agency documents related to one of Renovate America’s bond 

deals, the company disclosed in April that it had received an informal SEC request for 

information “relating to certain practices involving customer service payment assistance 

for homeowners.” 

The Journal has reported that Renovate America has made payments for some 

borrowerswho have struggled to pay their loans without telling Wall Street investors who 

buy bonds packaged with the company’s loans. Securities laws require companies to 

disclose all information that investors would consider to be material. 

https://www.wsj.com/articles/americas-fastest-growing-loan-category-has-eerie-echoes-of-subprime-crisis-1484060984
https://www.wsj.com/articles/americas-fastest-growing-loan-category-has-eerie-echoes-of-subprime-crisis-1484060984
https://www.wsj.com/articles/renovate-america-one-of-americas-fastest-growing-lenders-didnt-disclose-it-made-payments-to-some-borrowers-1488969001
https://www.wsj.com/articles/renovate-america-one-of-americas-fastest-growing-lenders-didnt-disclose-it-made-payments-to-some-borrowers-1488969001
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Renovate America has said it made payments for only a small number of borrowers 

between 2014 and 2016, and that the number wasn’t big enough to be material for 

purposes of disclosure. 

Former employees said the company engaged in lending to senior citizens who didn’t 

understand their loan terms, the Journal has reported. The company encouraged sales 

staff to tell borrowers that the loans would generate tax rebates that would essentially 

cancel out the loans’ costs, according to former employees and homeowners. Some 

homeowners said the savings didn’t materialize. 

JP McNeill, Renovate America’s chief executive, has said in a statement that it doesn’t 

“advocate targeting any protected class.” A company spokeswoman has said Renovate 

America’s percentage of elderly borrowers is less than the percentage of homeowners 

who are 65 and older in California, the company’s largest market. Mr. McNeill also has 

said tax benefits are a relevant data point for homeowners. 

Appeared in the September 27, 2017, print edition as 'U.S. Questions Lender’s Practices.' 
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More Borrowers Are Defaulting on 

Their ‘Green’ PACE Loans 
One of America’s fastest-growing loan types was designed to help 

homeowners make eco-friendly upgrades. 

 

Property Assessed Clean Energy, or PACE, loans are issued by private companies, but the 

balances are attached to homeowners’ property tax bills. PHOTO: MICHAEL NAGLE/BLOOMBERG 

NEWS 

By  

Kirsten Grind 
Updated Aug. 15, 2017 7:41 p.m. ET 



9 
 

Loan defaults in a popular program meant to finance energy-saving home upgrades have 

increased substantially, despite lenders’ claims that few borrowers have missed 

payments. 

The small, high-interest-rate loans were made as part of the Property Assessed Clean 

Energy program, or PACE, a nationwide initiative designed to help people afford solar 

panels, energy-efficient air-conditioners and other “green” appliances. PACE loans are 

among the fastest-growing types of loans in the U.S. 

 

The rise in defaults means some borrowers are at risk of losing their homes over 

relatively small loan amounts and that local governments find themselves in the awkward 

position of having to collect troubled debt for private companies. 

 

Private lenders in the PACE program have told Wall Street investors, as well as local and 

federal government officials, that borrower defaults are rare and that no homeowners 

have gone into foreclosure as a result of the program, according to investors and public 

officials. 

But a Wall Street Journal analysis of tax data in 40 counties in California—by far the 

biggest market for PACE loans—shows that defaults have jumped over the last year. 

Roughly 1,100 borrowers missed two consecutive payments in the tax year that ended 

June 30, compared with 245 over the previous year. That means they are in default, and 

could potentially have their homes auctioned off by local governments within five years. 

The lenders, including Renovate America Inc., Ygrene Energy Fund and Renew 

Financial Inc., say the overall default rate of less than 2% provided by the Journal’s 

analysis is in line with the rate for people who miss property-tax payments. 

A spokeswoman for Renovate America said the partial data gathered by the Journal 

is more negative than what the company is seeing. Rocco Fabiano, the chief executive of 

Ygrene, said in a statement that “Ygrene’s PACE delinquency rate remains far below that 

of average property tax delinquencies in California.” A spokesman for Renew Financial 

said property owners in its CaliforniaFIRST PACE program “have similar delinquency 

and default rates as all other property owners.” 

 

In the PACE program, private companies make the loans and the balances are placed on a 

homeowner’s property tax bill. Local governments are responsible for collecting the 

payments and, in the event of a default, potentially seizing the home to recoup the loan 

amount. 

 

https://www.wsj.com/articles/americas-fastest-growing-loan-category-has-eerie-echoes-of-subprime-crisis-1484060984
https://www.wsj.com/articles/renovate-america-one-of-americas-fastest-growing-lenders-didnt-disclose-it-made-payments-to-some-borrowers-1488969001
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The average PACE loan is about $25,000. But unpaid balances get bigger quickly; they 

accrue additional interest at the rate of 18% annually. Under California law, homes can 

be auctioned off in a tax sale within up to five years if the homeowners don’t pay the 

balance. 

“For us to be the heavy hand and make [borrowers] go through the tax sale process is 

onerous on us,” says Jon Christensen, the tax collector in Riverside County, where 227 

PACE borrowers are in default. 

Wall Street is hungry for bonds made from PACE loans. In July, asset managers and 

pension funds piled into a $205 million deal from the largest PACE lender, Renovate 

America. It was the company’s 11th securitization since its 2008 founding. 

Investors are attracted to the bonds’ relatively high yield of about 4% and the loans’ 

priority structure. If a borrower defaults, PACE lenders are paid back before mortgage 

lenders. The deals have received high marks from rating agencies, which have said the 

program is too new to predict future defaults. 

Still, some investors are getting nervous. 

“If we can’t get more data, it’s going to limit our ability to take the risk,” says Dave 

Goodson, the head of securitized products at Voya Financial Inc., noting that monthly 

updates on the PACE bond deal he has invested in don’t include default rates. Mr. 

Goodson said he has shared his concern about lack of delinquency data in the PACE 

program with lenders. 

Indeed, such performance data are hard to come by. It is up to local tax collectors to track 

default rates. “No one is even collecting all the data,” said John Rao, an attorney with the 

nonprofit National Consumer Law Center. 

The Journal analyzed data from the California Association of County Treasurers and Tax 

Collectors, which collected the information from local tax collectors and from counties. 

The association is advocating state legislation to increase consumer protections in the 

PACE program. 

The data, which only offer a limited view of overall PACE loan performance, show that 

the average default rate has climbed to 1.6% from 0.9% in the previous tax year. 

The default rate is lower than the average credit-card default rate of roughly 3.5%, and 

higher than the first-mortgage rate of 0.6%, according to the S&P Dow Jones Indices. 

http://quotes.wsj.com/VOYA
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But the PACE default rate doesn’t capture borrowers whose missed payments are covered 

by mortgage escrow accounts, which appears to be a common occurrence, according to 

borrowers, banks, real estate agents and attorneys. 

Last year, California tax collectors reported that roughly 1.1% of homeowners missed 

property-tax payments, according to the tax collectors association. PACE loans totaling 

nearly $3.7 million are past due across the state, up from about $520,000 in the 2015-

2016 tax year. Tax collectors don’t know for sure whether homes with PACE loans 

attached defaulted specifically because a homeowner was perhaps unable to pay the 

entire property tax payment as they are lumped together. 

PACE lenders have made roughly $3.6 billion in PACE loans nationwide, making the 

total number of loans roughly 140,000. 

Some borrowers say they were pushed into loans by plumbers and repairmen who serve 

as middlemen in the transactions, and that they were approved for loan amounts they 

couldn’t afford, the Journal has reported. 

A bipartisan group of U.S. senators has introduced legislation to subject the loans to the 

same level of regulations as faced by mortgages. 

Kern County, with a population of about 874,500 people in central California, logged just 

two defaults from PACE loans in the 2015-2016 tax year. As of June 30, 42 borrowers 

with PACE loans were in danger of losing their homes to tax sales. 

The county earlier this year started training its tax collectors on how to deal with 

struggling PACE borrowers, said county tax collector Jordan Kaufman. In July, Kern 

County voted to terminate the PACE program. 

In Hemet, Calif., homeowner Everett Cain, 87, says he and his wife are on the verge of 

foreclosure after a contractor representing Renovate America said a PACE loan would 

“be a complete financial wash” and wouldn’t cost anything. Instead, his annual tax bill 

jumped from $800 to roughly $4,000. 

Mr. Cain, who is suing Renovate, says he has missed several tax payments, but his 

mortgage lender initially pulled the money from his escrow account. Now he is also 

behind on house payments. A spokeswoman for Renovate declined to comment because 

of the litigation. The PACE program, Mr. Cain said, “is a great way to steal someone’s 

home.” 

Write to Kirsten Grind at kirsten.grind@wsj.com 

Appeared in the August 16, 2017, print edition as 'Energy-Saving Loans Are Turning Bad.'  

https://www.wsj.com/articles/fastest-growing-type-of-loan-faces-political-backlash-1491384612
mailto:kirsten.grind@wsj.com
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America’s Fastest-Growing Loan 

Category Has Eerie Echoes of 

Subprime Crisis 
Lenders offering energy-conscious loans care little about borrowers’ 

creditworthiness, contractors function as loan brokers—and investors 

can’t get enough 

 

Cindi Ventura helps her mother out of the San Jose, Calif., house where they live. They got a PACE 

loan for $16,732 after eroded sewer pipes caused a flood. PHOTO: PRESTON GANNAWAY FOR 

THE WALL STREET JOURNAL 

By  

Kirsten Grind 
Updated Jan. 10, 2017 2:41 p.m. ET 
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276 COMMENTS 

Deanna White told a contractor she couldn’t afford the $42,200 loan he recommended for 

improvements to her house in Inglewood, Calif. The contractor, she recalled, said she 

wouldn’t be on the hook because the loan was part of a “government program.” She 

applied and was approved. 

Two years later, Ms. White is struggling to make payments on the loan, which was 

packaged with more than 10,000 similar loans into bonds and sold to investors. Under its 

terms, Ms. White’s five-bedroom house could be foreclosed on if she defaults. 

Her loan is part of a booming corner of the lending industry called Property Assessed 

Clean Energy, or PACE. Such loans, set up by local governments across the U.S., are 

designed to encourage homeowners to buy energy-efficient solar panels, window 

insulation and air-conditioning units.  

About $3.4 billion has been lent so far for residential projects, and industry executives 

predict the total will double within the next year. That would likely rank PACE loans as 

the fastest-growing type of financing in the U.S. 

As the loans spread, so do problems that echo the subprime mortgage crisis. Plumbers 

and repairmen essentially function as loan brokers but have scant training and oversight. 

They often pitch PACE loans to help land contracting jobs and earn referral fees from 

lenders, according to loan documents and more than two dozen borrowers, industry 

executives and employees. 

https://www.wsj.com/articles/americas-fastest-growing-loan-category-has-eerie-echoes-of-subprime-crisis-1484060984#comments_sector
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Creditworthiness matters little to lenders, because loans are based on the value of a 

homeowner’s property. PACE loans typically require no down payment, and the debt is 

added to property-tax bills as an assessment. Ms. White’s annual property taxes soared to 

$6,500 from $1,215. 

Loan growth is fueled partly by investor appetite for bonds created from PACE loans, 

especially among mutual funds and insurers. Investors like the bonds’ relatively high 

payouts, environmentally friendly reputation and lofty credit ratings. On the other hand, 

rating firms have said there aren’t enough historical data on PACE loans to forecast 

potential defaults. 

Some local governments that embraced the loans as a way to bring clean energy to the 

masses didn’t anticipate the messy consequences. 

“We wanted to put ourselves in the thick of this,” says Rick Bishop, executive director of 

the Western Riverside Council of Governments, a group of city and county governments 

in California that helps run the largest PACE program. “The downside is now we hear 

about these stories from people who feel like they’ve been misinformed in some fashion.” 

The government group tries to resolve problems for borrowers. Riverside County, Calif., 

has opened an investigation into marketing practices for PACE loans, and California 

Gov. Jerry Brown signed into law in September new requirements establishing uniform 
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disclosures for PACE loans, an effort to make lending terms closer to those for 

mortgages. Homeowners who get a PACE loan now have three days to back out. 

The largest PACE lender, Renovate America Inc., is accused in three lawsuits filed in 

November by borrowers of double-charging interest and administrative fees and failing to 

immediately credit loan payments. The suits seek class-action status. The company 

denies the allegations and says it will “defend PACE, our company and the program 

vigorously.” 

In November, the Energy Department urged administrators of the loan programs to 

clearly explain loan costs and other terms, allow borrowers to cancel their loan during a 

short period and deter kickbacks to contractors. 

Industry executives say most borrowers are satisfied with their loans and defaults are 

rare. 

Lenders are working with consumer groups to create nationwide standards “to prevent 

things that wouldn’t benefit consumers,” says JP McNeill, Renovate America’s founder 

and chief executive. 

The growing pains are largely the result of the industry’s young age, the executives say. 

The first PACE program was started in 2007 by Cisco DeVries, then chief of staff to the 

mayor of Berkeley, Calif. 
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Cisco DeVries, center, at the Cities for Tomorrow conference in New York in July 2015, calls himself 
a ‘capitalist hippie’ and is chief executive of clean-energy company Renew Financial 
Group. PHOTO: LARRY BUSACCA/GETTY IMAGES 

Thirty-four states and Washington, D.C., have passed legislation allowing the creation of 

PACE programs, according to PACENation, an industry trade group in Pleasantville, 

N.Y. 

Mr. DeVries, who calls himself a “capitalist hippie” and now is chief executive of Renew 

Financial Group LLC, a clean-energy finance company in Oakland, Calif., says he is 

“really proud of what we’ve accomplished.” He adds: “We set out to help people save 

money and save energy, and it’s under way.” 

The industry could get a new growth spurt from a July decision by the Department of 

Housing and Urban Development to allow the Federal Housing Administration to 

purchase mortgages on homes with PACE loans. 

PACE loans range in size from about $5,000 to more than $100,000, with an average of 

about $25,000, and charge interest rates of 6% to 9% over a repayment period of usually 

five to 25 years. 
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Instead of making monthly mortgage payments, PACE borrowers pay what they owe 

once or twice a year along with their property taxes. Cities and counties collect the loan 

payments and pass along the money to lenders. 

Local governments collect fees from finance companies. In the fiscal year that ended 

June 30, the Western Riverside Council of Governments collected revenue of $7.1 

million, or about 15% of its budget, from the PACE program. 

Another quirk of PACE loans is that the debt usually goes to the front of the line, ahead 

of the homeowner’s mortgage. Like a typical tax assessment, that means if a homeowner 

defaults on the PACE loan, the property can be seized as collateral and sold to repay the 

lender. 

 

That setup puts local governments in the awkward position of potentially foreclosing on 

their constituents. If that happens and the house turns out to be worth less than the 

amount owed by the homeowner, other taxpayers could be stuck with a loss on the 

difference. So far, that hasn’t happened. 

Some investors say the extensive involvement in PACE loans by governments across the 

country amounts to an implicit financial backstop. The belief that governments stand 

behind the loans is a major reason why investors are attracted to the bond deals, 

according to investors. 
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“There is such big national and state backing,” says Mike Warmuth, portfolio 

management vice president at FBL Financial Group Inc., the owner of Farm Bureau Life 

Insurance Co. in West Des Moines, Iowa. The insurer owned $22 million of PACE bonds 

at the end of September. 

Mr. Warmuth says the insurer’s broker suggested the bonds, which generally yield about 

4%. He says he isn’t aware of any underwriting deficiencies with the loans, adding that 

Farm Bureau only had access to aggregate loan data before buying the bonds. 

Defaults on loans in PACE bond deals overall have been less than 1%, according to Kroll 

Bond Rating Agency Inc. Cecil Smart, a senior director at the ratings firm, says the bond 

deals are structured so that lenders bear the brunt of any losses, rather than investors. 

Germany’s Deutsche Bank AG is one of the largest packagers of PACE loans into 

securities and led a $284 million deal in mid-December, which drew far more investor 

demand than expected. The bank is aware of problems stemming from the role of 

contractors, says a person familiar with the matter. 

Contractors often line up loans while on house calls and can earn a referral fee of at least 

$500 per borrower, according to current and former employees. The loans also are 

marketed at county fairs and by cold calling, borrowers say. 

Renovate America uses about 8,000 contractors to help line up loans, according to bond 

documents. Those contractors are overseen by 23 employees at the San Diego company. 

The company says it recently put in place a more-stringent contractor management 

program. Renovate America says only about 200 contractors are actively arranging 

PACE loans. 

Cindi Ventura, 65 years old, says she was urged last summer by her plumber to apply for 

a PACE loan after sewer pipes eroded underneath her three-bedroom house in San Jose, 

flooding the property. She said she had recently filed for personal bankruptcy, didn’t 

have the money to make all the repairs and couldn’t qualify for a home-equity line of 

credit. 

She and her mother, 83, received a $16,732 loan for five years from Ygrene Energy Fund 

Inc. with a 6.5% interest rate. Ygrene (“energy” spelled backward), based in Santa Rosa, 

Calif., is the second-largest provider of PACE financing in the country, based on loan 

volume. 

http://quotes.wsj.com/FFG
http://quotes.wsj.com/DB
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Cindi Ventura helps her mother sort old family photographs. She says she was confused about 
terms of their PACE loan because it was called an assessment. PHOTO: PRESTON GANNAWAY 
FOR THE WALL STREET JOURNAL 

Ms. Ventura, a receptionist, says she was confused about the loan’s terms because it was 

called an assessment. She says she called and emailed Ygrene several times with 

questions about her loan documents and never heard back. “I still don’t really understand 

what the program is,” she says. 

Louis Lalonde, chief marketing officer of Ygrene, says company representatives had a 

call with Ms. Ventura and her mother to answer all their questions before the loan was 

signed. He says he has no record of any further attempts to contact them. 

The 3,200 contractors who drum up business for Ygrene are regularly screened for 

compliance with contractor licensing requirements and receive training before they are 

allowed to pitch loans to homeowners, he adds. 

Malcolm Scott, 61, was planning to pay in cash the $34,000 it would cost for a new air-

conditioning unit, furnace and other improvements at his house in Woodland Hills, Calif. 

His contractor suggested applying for a PACE loan. 
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Mr. Scott was surprised to find out less than 24 hours later that he had been approved for 

$94,000. Renovate America says he qualified for the larger loan based on the amount of 

equity in his house. He decided to borrow just the $34,000. 

Michael Gardner, who runs Mediterranean Heating & Air Conditioning, which lined up 

the loan, says he has been recommending loans for about two years and got “an hour or 

two” of online training from Renovate America. 

The program “is real nice because there are no FICO score requirements or anything like 

that,” says Mr. Gardner. 

 

Some lenders have taken steps to strengthen underwriting practices, make loan 

documents more transparent and boost contractor oversight. Renovate America now 

requires in-house representatives to speak with a borrower by phone—outside of the 

room and away from the contractor—before signing a homeowner up for a PACE loan. 

Renovate America, which is backed by nine private-equity and venture-capital firms, 

says it has spent the last several months working with consumer groups and regulators to 
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come up with national lending standards for PACE. The new standards could include a 

year with no payments for borrowers who are suffering from an economic hardship. 

“At the end of the day, PACE is an unregulated industry, and it’s just a matter of time 

before we get regulated,” says Mr. Lalonde of Ygrene. 

Phil Adleson, a lawyer in San Jose, Calif., who represents borrowers, says PACE is “a 

very great idea implemented in a dangerous fashion.” 

Ms. White, the borrower in Inglewood, a neighborhood in Los Angeles County, says a 

contractor from a company named the House Next Door told her in late 2014 not to 

worry that she couldn’t afford the $42,200 loan because “it wouldn’t be coming out of 

my pocket.” 

The company says no one there would ever describe PACE loans like that and says 

Renovate America has held weekly training sessions for its contractors for “more than a 

year.” 

Ms. White says the contractor finished the drought-resistant landscaping at her house 

only after being contacted by a Journal reporter. Renovate America says the contractor 

has been “under suspension” for the past several weeks. 

Her loan went into a pool of 11,282 PACE loans that are collateral on bonds issued by the 

Western Riverside Council of Governments. Deutsche Bank packaged the bonds into a 

$240 million deal called “HERO Funding Trust 2015-1.” Kroll gave it a AA rating, the 

firm’s third-highest. 

According to the latest available figures, fewer than 70 of the underlying PACE loans 

have defaulted, and Kroll said the transaction “has performed as projected.” 

Ms. White’s next loan payment is due in April. She says she doesn’t know how she will 

be able to pay it. 

Write to Kirsten Grind at kirsten.grind@wsj.com 

Appeared in the January 11, 2017, print edition as 'NEW LOANS, Same old Dangers.' 

  

mailto:kirsten.grind@wsj.com
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Bakersfield votes to end controversial program that funds 

home solar panels 
July 20, 2017 4:05 PM 

 

Contractors install a solar energy system at a home in Van Nuys. (Irfan Khan / Los Angeles Times) 

Andrew Khouri Contact Reporter 

As home improvement projects to increase energy efficiency have exploded in California, so has 

the controversy over a property tax-based financing program that’s helped spur the growth. 

So-called PACE loans — which pay for solar panels, efficient appliances and other 

improvements — have been blamed by real estate agents for gumming up home sales, while 

some consumers have accused contractors of misrepresenting the financing and saddling them 

with loans they don’t understand and can’t afford. 

Now, amid concerns that have prompted proposed reforms in Sacramento, some municipalities 

are taking a second look at their participation in the program. 

On Wednesday, the City Council of Bakersfield — the state’s ninth-largest city — voted to end 

its program, making it the second government agency this month to do so in Kern County. 

http://www.latimes.com/la-bio-andrew-khouri-staff.html#nt=byline
mailto:andrew.khouri@latimes.com?subject=Regarding:%20%22Bakersfield%20votes%20to%20end%20controversial%20program%20that%20funds%20home%20solar%20panels%22


23 
 

“This is a program that needs fixing, and if it can’t be fixed then it doesn’t belong in this 

community,” said Councilman Willie Rivera, who joined his colleagues in a unanimous decision 

to end the program. 

Formally known as Property Assessed Clean Energy, PACE programs are typically established 

by local governments, which allow the privately financed loans to be repaid as line items on 

property tax bills. 

Started in 2008 in California, residential PACE programs are also running in Florida and 

Missouri. 

The programs can be a moneymaker for governments, which take fees for collecting the loan 

payments and turning them over to the lenders, which pay and manage contractors that do the 

work and act as salespeople. Eligibility is largely based on home equity, with income not being a 

factor. If PACE bills go unpaid, a homeowner could lose the house to foreclosure. 

Programs have also been established in other California counties, including Los Angeles, 

Riverside, San Bernardino and San Diego. And the three major lenders are based in the state — 

Renovate America of San Diego, Renew Financial of Oakland and Ygrene Energy Fund of 

Petaluma. 

The lenders and contractors say most of their customers come away happy and point to low loan 

default and delinquency rates as evidence the programs are fulfilling a public policy goal of 

reducing energy consumption and providing jobs. 

“It’s created a ton of jobs for our company. We went from eight to 30 [employees] in the short 

time that PACE has been here,” Don Lanier of contractor Northwest Exteriors said at the council 

meeting Wednesday. 

Renovate America, the largest PACE lender, also noted that, despite recent votes in Kern County 

to end the program, other municipalities are choosing to expand PACE, including in Tulare 

County just to the north. 

Critics counter that PACE causes too many problems, including killing or delaying home sales. 

That’s because the loans are usually a first-lien item on a house. That means sellers often have to 

pay them off in full for a deal to go through, real estate agents say, because a buyer may not want 

to assume the loan or a lender won’t want to be second in line in the case of a foreclosure. 

The Federal Housing Finance Agency has even barred mortgage giants Freddie Mac and Fannie 

Mae from purchasing loans on homes with PACE liens, cutting out a key source of financing for 

people trying to buy a home with an attached PACE loan. 

Because of issues revolving home sales, the California Assn. of Realtors has emerged as one of 

the biggest critics of PACE and has pushed for reforms, including a bill that Gov. Jerry 

http://www.latimes.com/topic/business/freddie-mac-ORCRP006178-topic.html
http://www.latimes.com/topic/business/macroeconomics/mortgages/fannie-mae-ORCRP005575-topic.html
http://www.latimes.com/topic/business/macroeconomics/mortgages/fannie-mae-ORCRP005575-topic.html
http://www.latimes.com/topic/politics-government/jerry-brown-PEPLT007547-topic.html
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Brown signed last year that improved and standardized disclosure requirements. The PACE 

industry has supported those changes as well. 

The Bakersfield Assn. of Realtors went further and asked local officials to kill their programs. 

The effort drew allegations from a clean-energy-backed group that the Realtors engaged in 

improper lobbying. 

An attorney for the group, the Checks and Balances Project, said he suspects the Kern County 

Board of Supervisors violated the state’s open-meeting law, the Brown Act, when it voted last 

week to kill its PACE program in unincorporated areas. 

The attorney, Karl Olson, said he believes the supervisors did so by meeting with the Realtors 

privately before the vote and agreeing to vote no. As evidence, Olson cited a grant application 

that the Bakersfield Realtor group wrote to the national Realtors organization seeking funds to 

fight PACE. 

“We have held preliminary meetings with local elected officials that are willing to lead the 

charge on a moratorium of local PACE financing and commit the necessary votes, but are asking 

for political cover via a grassroots mobilization, media and arguments,” Kim Schaefer, the 

government affairs director for the Bakersfield Assn. of Realtors, wrote last year. 

Schaefer denied any violation and said she met with members of the Kern County Board of 

Supervisors and Bakersfield City Council individually to share the Realtors’ concerns. She said 

PACE supporters did the same to offer a competing view. 

The elected officials, she said, did not commit their votes and the wording in the grant 

application was only her “analysis based on positive conversations.” 

The interim county counsel for Kern County, Mark Nations, said Checks and Balances was 

taking a line in a grant application and “converting it into something it’s not.” He said there’s no 

evidence of a Brown Act violation and, for one to occur, the supervisors would’ve had to 

communicate their positions to each other privately before a public hearing. 

Olson disputed that characterization of the law. And Scott Peterson, executive director of the 

Checks and Balances Project, said the document provides fresh evidence that PACE has faced a 

coordinated attack by the Realtors and others to “undermine if not stop” the programs. 

Peterson said his group aims to expose lobbyists who “block the growth of the sustainable 

economy” and has received funding from “clean-energy donors.” He declined to say if PACE 

companies provided funding. Renovate America said it did not. 

Schaefer said Realtors simply want to ensure fewer people have the same experience as Steve 

and Stacey Baker, who said they want to sell their house in Bakersfield so Steve Baker can take a 

job in another city. 

http://www.latimes.com/topic/politics-government/jerry-brown-PEPLT007547-topic.html
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The 31-year-old heavy-equipment mechanic said two deals for their house have fallen through, 

because no one will assume the roughly $26,000 PACE loan they took out in 2015 through 

Renovate America’s PACE loan program, known as HERO. 

“The loan salesman told me when you sell the house, the buyer will just end up picking up the 

loan,” Baker recalled the contractor telling him. “Well that’s not true.” 

Baker said the windows the PACE loan paid for also haven’t resulted in the energy savings that 

the contractor, Northwest Exteriors, promised. 

Lanier of Northwest Exteriors said the company doesn’t guarantee a specific dollar amount in 

savings and salespeople are instructed to tell clients a PACE loan may need to be paid off in the 

event of a sale or refinance. 

Greg Frost, a spokesman with Renovate America, said the Bakers signed a document informing 

them of that fact and said Northwest Exteriors is in good standing with Renovate. He predicted 

reforms either federally or in Sacramento will eventually address the concerns of the Bakersfield 

council. 

“This is the middle of the story and not the end,” he said in an email. “We believe PACE will be 

back in Bakersfield.” 
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These loans were created to help homeowners, but for 

some they did the opposite 
June 4, 2017 5:00 AM 

 
Ossie Hill, 86, right, cries over the possibility of foreclosure of her Los Angeles home as her daughter Cassina 
Edwards, 59, looks on. Hill is facing annual payments of $5,500 for a roughly $50,000 loan through the PACE 
program. (Genaro Molina / Los Angeles Times) 

Andrew Khouri Contact Reporter 

After nearly half a century at the house on South Sierra Bonita Avenue in Los Angeles, Ossie 

Hill wanted to spruce up the two-bedroom home she and her late husband purchased in the early 

1970s. 

But the 86-year-old didn’t have the money. 

Then her daughter, Cassina Edwards, had an idea, recalling radio ads for a local home-

improvement contractor: “We can help you. Low income. No credit check. Government 

program. Give us a call.” 

So Edwards did. 

http://www.latimes.com/la-bio-andrew-khouri-staff.html#nt=byline
mailto:andrew.khouri@latimes.com?subject=Regarding:%20%22Bakersfield%20votes%20to%20end%20controversial%20program%20that%20funds%20home%20solar%20panels%22
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Now her mother, who receives $11,600 a year from Social Security and suffers from dementia, is 

struggling with a roughly $50,000 loan paid through a $5,500 annual tax assessment — an 

increasingly popular form of home-improvement financing known as PACE. 

Edwards said the contractor explained that “a government program” would help the octogenarian 

afford the improvements, but never explained how the payments would work or warned them 

Hill could lose her house if payments were missed. 

The first $5,500 bill last year came as a surprise, said Edwards, who helps manage her mother’s 

finances. With her mother unable to afford it, it has gone unpaid. 

“I want my mother to keep her home. This is all she has,” Edwards said on a recent afternoon, as 

Hill sat next to her, eyes closed, head rested on her cane. “It’s pretty sad that they prey on people 

for your lack of knowledge. If you came in and were truthful about it, this would have never 

happened.” 

Consumer groups, regulators and lawmakers are increasingly raising concerns about Property 

Assessed Clean Energy loan programs, which are authorized by governments but largely 

administered and funded by private lenders. In particular, the focus is on independent solar, 

plumbing and roofing contractors who pitch the loans and sign up consumers through online 

software — a system that’s drawn scrutiny but helped the industry grow aggressively. 

The total amount lent for residential PACE projects topped $1.5 billion in 2016, up from $350 

million just two years earlier, according to trade group PACENation. 
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The loan programs are meant to serve a public good — allowing more people to finance solar 

and other energy-efficiency projects. 

The loans are secured by a property lien and if unpaid a borrower can be foreclosed upon. 

Consumers put no money down and usually don’t pay anything for at least six months. Eligibility 

is largely based on home equity. Credit score and income are not a factor. 

Many consumers simply know their loans as the HERO program, the name of the PACE 

program from the industry’s biggest lender, Renovate America in San Diego. 

Critics say PACE can serve a worthy purpose, but worry too many consumers are agreeing to 

loans they don’t need or understand after being contacted by aggressive contractors, who often 

make cold calls or engage in door-to-door marketing. 

According to lawsuits and interviews with borrowers and their advocates, some contractors are 

inflating the cost of their services and misrepresenting how much the loans cost or how they are 

paid back. 

Contractors can get consumers approved on the spot, having them sign documents on a tablet 

computer — an experience advocates say can be confusing, particularly for elderly homeowners. 

Lenders then send final financing documents to homeowners for their signature, with the process 

taking a few hours to several days. 

“They go out and push these sales and these projects without really any care whether people can 

actually afford it or not,” said David Hiller, a Pasadena attorney who has handled PACE cases 

for consumers. “It feels exactly like what was going on with mortgage lending precrisis.” 

The three major private lenders — Renovate America, Renew Financial of Oakland and Ygrene 

Energy Fund of Petaluma, Calif., — say most of their customers come away happy and point to 

low default and delinquency rates as evidence the programs are working. 

Cisco DeVries established the first PACE program last decade while working for the city of 

Berkeley, later founding Renew Financial, where he is the chief executive. He says PACE has 

“democratized clean energy” by allowing consumers without much cash and less-than-stellar 

credit to fix their homes. 

“We have had homeowners in tears” after they finally could finance repairs, DeVries said. “Any 

public policy, any private effort, by nature is going to be imperfect. But PACE has to be one of 

the most successful energy-efficiency programs in the history of the state and the country.” 

The Western Riverside Council of Governments launched its PACE program in 2011 as a way to 

use private money to support a decimated construction industry and help homeowners conserve 

energy. 

It has partnered with Renovate America and Renew Financial to offer loans and now oversees 

one of the largest PACE operations in the U.S., covering more than 380 municipalities statewide 
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after it opened eligibility beyond Riverside County. In the last fiscal year, PACE fees accounted 

for $9.5 million of the council’s revenue, or 17.5% of its total budget, said Rick Bishop, the 

group’s executive director. 

“Generally, it’s been really, really positive,” Bishop said of PACE. “We have hundreds and 

hundreds of really solid contractors. It’s a little disappointing the contractors are all getting 

painted with the same brush.” 

A more typical experience, proponents say, is that of Lorri MacMillan, who last year used a 

$14,000 HERO loan to pay for an air conditioner. The Rancho Santa Margarita resident said her 

contractor didn’t misrepresent anything and Renovate called her to go over terms in detail — 

something the company said it began doing for every customer in recent months. 

“It was a great process,” the 54-year-old bank systems analyst said. 

PACE programs got their start in 2008 when Gov. Arnold Schwarzenegger signed legislation 

that authorized the special type of financing. 

To fund the programs, governments issue bonds backed by the borrower tax assessments and 

then typically transfer collection rights to private PACE companies. The firms take those 

assessment bonds and compile them into securities and sell them on Wall Street to finance new 

loans. 

Across the nation, less than 1% of all securitized PACE loans that Kroll Bond Rating Agency 

tracks have defaulted, said Cecil Smart, a senior director at the company. 

Renovate America said over the last five years, none of its clients have been foreclosed on for 

not paying their PACE loan, but nearly 80 homeowners with such financing, or 0.08% of the 

total, have been foreclosed upon after they didn’t pay their mortgage. 

Consumer advocates say it's too early to tell if those rates will hold. 

Renovate America has also drawn scrutiny from regulators following several Wall Street Journal 

stories, including one that revealed the firm paid the debts of some borrowers but didn’t tell bond 

investors. The company said it did so in 83 cases in which borrowers were confused about when 

their payments would start. 

Christian Guzman hasn’t defaulted on his PACE loan, but he said he’s struggling after a 

contractor walked through his L.A.-area neighborhood two years ago and asked if he wanted a 

free estimate to fix his roof. 

A few days later, Guzman said the contractor from All American Design in Torrance came back 

and told him he was qualified for more than $46,000 in HERO financing, which would cover a 

new roof and solar panels. Guzman said he agreed to both and signed documents on a tablet after 

the contractor told him a government grant would cover the $26,000 roof. 
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He recalled the tablet showing he would only pay around $20,000 in total, but acknowledged he 

didn’t get a good look at the device. 

“He held on to it pretty well. We saw only what he wanted us to see,” Guzman said. 

After the job was complete, he said he received a final payment schedule from Renovate that 

detailed he would owe much more — over $12,000 annually for five years — and later learned 

there would be no government grant. 

The All American salesperson told him not to worry, and “after a while he just stopped 

answering,” the 29-year old electrician said. Guzman also reached out to Renovate for help, but 

said he was told there was nothing they could do. 

Renovate said Guzman’s signature was electronically signed on a financing contract that detailed 

the more than $12,000 annual payment a week after the first document he signed, which was an 

application. 

Guzman said he doesn’t recall signing the second document. 

“I honestly don’t know how I am going to do this,” he said. “It’s an extra $1,000 a month I don’t 

have.” 

All American Design did not respond to requests for comment. Renovate said it has kicked All 

American out of its program because the company didn’t meet its standards under a new 

contractor rating system. 

Today, California, Florida and Missouri have active residential PACE programs, while 19 other 

states have authorized such financing though programs aren’t up and running, according to 

PACENation. Many states also have commercial PACE programs for businesses that have 

proved far less controversial. 

The residential loans average around $25,000 and run five to 30 years. The loans typically carry 

rates of 6.5% to 8.49%, meaning with today’s low-interest rates someone with good credit can 

often get a better deal with a home equity loan. 

Most governments turn to private PACE companies to run the programs. The companies, 

meanwhile, use contractors to sell the loans. 

“It’s pretty painless as far as qualifying,” contractor William Redmond, co-owner of 

AlumaCovers in Riverside, said of the HERO program. “It allows a client to afford what 

normally they couldn’t afford. So, it’s opened up another channel of new [sales].” 

Speed is part of the allure. 

Ygrene promises contractors training, lead generation, marketing materials and the ability to get 

customers “pre-approved in 30 minutes or less.” Renovate offers “state-of-the-art tools” to 
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“streamline every stage of your project.” Renew Financial pledges that contractors can “submit 

financing documents with your customer at the kitchen table.” 

Redmond says he hasn’t heard of contractors misusing PACE and that he tells clients to direct 

financing questions to Renovate. 

“They don’t make things complicated and they don’t make a bunch of red tape,” Redmond said. 

But consumer groups say the swift approval process — along with weak contractor oversight and 

lack of underwriting — is leading to problems. 

“When someone is weighing a $45,000 loan to put solar panels on the house, why do they need 

speed for that?” said John Rao, an attorney with the National Consumer Law Center. “You 

should not be rushing people through for these major retrofits.” 

The companies add that they disqualify for bankruptcies and missed mortgage payments and say 

speed is often needed for emergency repairs such as a broken air conditioner in 100-plus degree 

heat. 

Borrowers also have a three-day right to cancel and contractors aren’t paid until a homeowner 

signs off on a completed work form, Ygrene CEO Rocco Fabiano noted. 

The three major companies are taking steps to improve consumer protections. For example, they 

say they now have a phone call with all consumers before approving a loan to ensure they 

understand the terms of financing — as recommended by the Department of Energy late last 

year. 

Renovate said it will start using income as part of its underwriting later this month and in 

January it launched a new contractor rating system, removing more than 80 companies — 10% 

of the contractors that frequently used its financing. 

Rao, of the national consumer group, acknowledged that consumers have long complained about 

aggressive, unethical contractors, but said PACE put those problems “on steroids,” given how 

easy it is to qualify for funding. 

“They are making a lot of money and they are creating the financial opportunities for these 

contractors,” he said. 

The California Contractors State Licence Board is investigating 50 cases in which consumers 

alleged solar contractors misrepresented PACE financing. Those making the complaints are often 

elderly or don’t speak fluent English. 

Two lawsuits filed in Los Angeles County allege that an employee from G.E. Solar Solutions of 

La Mirada signed homeowners up for Ygrene PACE financing after pitching the loans as leases 

for solar panels that would be paid off through their energy bills and also save them thousands of 

dollars. 
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The homeowners, who speak only Spanish, allege their signatures were forged on English-only 

Ygrene contracts and they estimate their debt exceeds $100,000, according to the two 

complaints. 

One of the owners, Dolores Artiga, said she worries she can’t keep up with the loan payments. 

“It is difficult,” Artiga, who works for a cleaning company, said in Spanish. “What I make is not 

enough money to pay this.” 

In court documents, an attorney for G.E. Solar denied the allegations. 

In a statement, Ygrene said G.E. Solar, not Ygrene, is alleged to have misrepresented the 

financing and, if those allegations are true, the contractor’s actions are “inconsistent with 

Ygrene's consumer protections policies and procedures.” 

Scott Minnix, director of the L.A. County Department that overseas PACE, said in a statement 

that the county has worked with its partners, Renovate America and Renew Financial, “to ensure 

the highest standards of consumer protection and fiscal accountability.” 

The county said that there has been no PACE foreclosures and that it has set up reserve funds to 

cover missed borrower payments for a time, making a quick foreclosure unlikely for those 

who’ve missed PACE payments. 

Even so, Edwards, the daughter of the Los Angeles homeowner, is worried and in April filed a 

lawsuit against Renovate and 360 Remodeling of Burbank, which painted her mother’s house 

and installed windows and a patio cover it said would reduce energy use. 

The lawsuit alleges a 360 Remodeling employee tricked Hill into signing up for a loan with an 

annual payment of more than $5,000 by asking her to sign a tablet to only authorize her 

creditworthiness. 

A final contract for Edwards and Hill to review was to be put in the mail, the complaint says. 

In a court filing, the 360 Remodeling employee denied all allegations. 

Frank Cicora, the company’s general manager, said he didn’t know what the worker said, but the 

family knew Hill was taking out a loan and the financing terms would have been explained on 

the tablet and by Renovate over the p hone. 

“They are upset because they can’t afford something they committed to,” he said, adding the 

family agreed to move ahead with the project. 

A spokesman for Renovate denied the complaint’s allegations, which include weak contractor 

oversight, and said the company will defend itself vigorously. He said 360 Remodeling “scores 

well” in Renovate’s contractor rating system. 
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Edwards said a final contract to review never came in the mail, but she trusted the contractor, 

who quickly began ripping up the outside of her mother’s home. 

“They already tore down the house. If I told them to stop, who would fix it?" Edwards said, 

sitting next to her mother on the living room couch. “This situation has been very stressful for 

my mom.” 

A few minutes later, Hill began to tear up and asked to leave. 

 


