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. Frequentiy Asked Questions Efficiency Maine administers programs to improve comfort and lower energy costs for energy

consumers in Maine. This FAQ answers basic questions for municipal officials and civic leaders about

the Home Energy Savings Loan fund and PACE in Maine.
Low Income Appliance

Replacement WHAT IS THE HOME ENERGY SAVINGS LOAN FUND?

CFL Recycling in December 2009, Efficiency Maine, at that time a division of the Maine Public Utilities Commission
{(MPUGC), submitted a grant proposal to the United States Department of Energy (US DOE) for federal
stimedus funds {the American Recovery and Reinvestment Act or ARRA). Efficiency Maine proposed

Kiil-A-Wati Electricity Monitors : i o ) Y e f
to establish a revelving loan fund to finance energy efficiency improvementis to buildings in Maine.

Presentation Request Form In April, 2010, the US DOE announced that Efficiency Maine was among 25 winners nationwide, and
that it would receive funding 1o establish a $20 million revolving loan fund accessible to homeowners
across the entire stale. The Home Energy Savings Loan Fund wilt help Maine homeowners finance
the costs of insulating, air sealing, and heating system upgrades in conjunction with the rebates
offered under Efficiency Maine’s Home Energy Savings Program (HESP).

WHAT DOES THE LOAN FUND HAVE TO DO WITH PACE?

Also in April 2010, the Maine legislature enacled a law authorizing municipalities to adopt Property
Assessed Clean Energy (PACE) programs and record PACE loans (described below) with the
properly in the registry of deeds. Because of this law, any municipality in Maine is now authorized lo
adopt an ordinance establishing 2 PACE program. LD 1717 - An Act To Increase the Affordakilily of
Clean Energy for Homeowners and Businesses.

Although municipalities now have authority to establish a PACE pregram and the resufting loans, this
does not answer the question of where the capital will come from to fund and administer the loans.
Efficiency Maing's Loan Fund, using the grant from the US DOE, provides this capital for the initial
phase of loans,

WHAT IS THE EFFICIENCY MAINE TRUST AND ITS ROLE IN PAGE?

On July 1, 2010, the functions and dulies of Efficiency Maine, and for all energy efficiency programs
in Maine, were transferred from the PUC to the Efficiency Maine Trust, an independent, not-for-profit,
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guasi-state agency. Created by legislation in June 2009, the Trust {still referred 10 as “Efftciency
Maine™ is governed by a stakeholder board of directors and lasked with implementing a three-year
AtHome | AlWork | Renewable plan. The plan is approved by the board and the PUC, and is designed lo save Maine consumers
Energy | Educalion | Professional  money through energy efficiency and renewable energy programs. implemeniation of both the PACE

Training | News & Events | InYour law and the revolving loan grant is now the responsibility of Efficiency Maine.
Commupity : Home

WHAT IS A PACE LOAN?

tn Maine, a PACE loan is a loan taken by a property owner to finance the cost of making a qualified
‘energy savings improvement” 1o their property, What makes a PACE loan different from other loans
is that it stays wilh the property receiving the improvement. If a homeowner sells his or har home
hefore the loan is paid off, the loan can either be paid off at the time of sale or can be transferred with
the property to become the responsibility of the new owner,

WHAT IS AN ENERGY SAVINGS IMPROVEMENT?

An energy savings improvement is a measure to improve the enerqgy efficiency or upgrade the
heating system of a house. Common examiples are insufation, air sealing (foam and calk), efficient
hot water heaters, and better controls and thermostats for furnaces and beilers. Efficiency Maine will
pravide more guidance on what energy savings improvements qualify for PACE loans in Maine, but
for now, proemoters of the program can look to the standards and criteria used in Efficiency Maine’s
Horme Energy Savings Program (HESP) and the PACE law LD 1717,

To be eligible for coverage by a PACE loan, Maine’s PACE |aw states thaf any energy savings or
renewable measure musi meet Efficiency Maine's “cost effectiveness” test. Efficiency Maine’s
definition of cost effectiveness is that total financial benefils of a project are greatler than tha total
financial costs, over the useful lives of the individual measures installed on the project.

WHY IS A PACE LOAN PROGRAM IMPORTANT?

Maine's PACE ioan program helps homeowners by providing a loan to pay for cost-effective energy
efficiency improvements.

Many homeowners could dramatically lower their energy bills through cost-effective energy efficiency
improvements, but they lack the financial means necessary to pay the upfront cost of these
improvements.

Maine’s low-income customers can work with their local CAP agencies to get financial assistance
that will pay for 100% of a home weatherization project.

At the beginning of 2010, Efficiency Maine initiated the Home Energy Savings Program {HESP) for
Mainer's of all income levels offering cash rebates for weatherization and efficiency measures that
reduce energy use by 25% or more, Even with this generous program, a homeowner participating in
the Efficiency Maine HESP program will slill face out of pocket costs for whatever amount of the
overall projecl costs the rebates and federal tax credits do not cover. Depending on the size of the
project, this out of pocket cost can reach fram just a few thousand dollars 10 $15,000 or more. While a
good deal in the long haul, it can be hard for homeowners to find the “up front” money. Financing,
such as from Efficiency Maine's Home Energy Savings Loans, can provide this needad up front
money. By using a PACE loan, homeowners can be assured that if they move before the loan is paid
off, the loan can be passed to the next homeowner.

WHY SHOULD MY COMMUNITY ADOPT A PACE ORDINANCE?
Any municipality may elect to establish a PACE program, but there is no obligation to do so.

The new law in Maine states thal a homeowner can only get a PACE loan for his or her properdy if the
property is located in a municipality that has adopted a PACE ordinance. The homeowner may be
able to get another kind of loan, but until the municipal government has adopted a PACE ordinance,
residents in their town cannot gel a PACE loan.

As described above, by adopting a PACE ordinance, your community also makes it possible for
Efficiency Maine {o finance PACE loans through ils Home Energy Savings Loans funds for the
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residents of your community. This will help residents in your town finance energy efficiency

Efficiency Maing - 19 State House Station - Augubtaprovements to their homes today, while giving them assurance that they can transfer the loan if

Maine 04333-0019

they move before it is paid off.
HOW DOES A MUNICIPALITY PARTICIPATE IN A PACE PROGRAM?

Firsi, a municipality must decide if it wants to enable its residents to put PACE loans on their properly
by recording a lien at {he registry of desds. To starl this process, a municipality must actopt a PACE
ordinance.

Second, the parficipaling municipality should decide if it wants to raise its own funds to inance
residents home energy savings leans, or if it wants to access Efficiency Maine's revalving loan fund
for this purpose. If a participating town wanis its residents to have access to the Efficiency Maine
revolving loan fund, it should adopt a PACE ordinance that will make this possible. A Model PACE
Ordinance (o have access to the Efficiency Maine revoiving loan fund can be found here,

The municipality must also discuss with Efficiency Maine what administrative model it will employ and
sign an Administrative Contract with Efficiency Maine to specify each padties’ role in the program,
A model PACE Administration Contract with Efficiency Maine, in which the municipaiity opls to
detegate administrative responsibilities o it, is being developed and will be available on the website
500,

Third, to help its residents access energy savings measures, a municipality should develop a public
outraach and education plan to raise awareness about the benefits of home energy savings
measures, available rebales, the loan program, and how customers can get started.

WHO 1S ELIGIBLE TO BENEFIT FROM A PACE LOAN?

In a town that has established a PACE program, any residential properly owner is eligible to benefit
from a PACE loan so long as the property and its owner meet the following criteria established in
Maine's PACE law (LD 1717):

+ The hameowners have a debt-to-income ratio of not more than 50%

+ Property taxes and sewer charges are current on the property

+ The property is not subject 1o any outstanding or unsatisfiad tax or sewer liens

+ The property s not subject to a reverse morigage

+ The property s not subject to a mortgage or other lign on which there is a recorded notice of
default, foreclosure, or delinguency that has not been cured

+ The energy improvemenis being proposed for the project meet the Efficiency Maine standards
for “cost effectiveness.”

WHO ADMINISTERS THE PACE PROGRAM?

Across the state, Efficiency Maine will develop the necessary rules to implement the new PACE law,
and will establish the revolving loan fund with the money received from the US DOE grant.

Efficiency Maine will also offer to service the loans for each padicipating town, and will assign this
service to a third parly provider, al no cost to the town.

The exact model for this service has not been finalized, but may include processing the loan
applications, purchasing the loans from loan originators, collecting and tracking all of the loan
payments, and handling defaults. Cenlralizing all of these tasks is intended to keep costs low. As
nated above, the division of roles for administration of the PACE program is determined in the
agreement between the municipality and Efficiency Maine. In an attempt to make this program very
easy for municipalities, Maing's PACE law authorizes the municipality to delegate the administrative
functions of a PACE pragram to Efficiency Maine.

Even under a mode] where most of the tasks are delegated to Efficiency Maine, howsver, the
municipality's rofe remains very important. In most towns, at a minimum, the municipality will need to
participate in transferring the loan funds to the homeowner. The municipality may also help loan
originators to determing if the properly has cutstanding taxes, charges or liens or delinguencies that
have not been cured.
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Arother possitzle medel is that the town may choose 1o administer much of the PACE loan program

Hallowell, ME 04347 - 1.866.376-2463 - Fax (28R, processing the loan applications, collecting and tracking all loan payments, ransferring

2071038 - TTY, (207} 2573851

payments to Efficiency Maine's revolving loan fund (as appropriate), and handling defaults.

WHY DOES EFFICIENCY MAINE WANT TO ADMINISTER THE PROGRAM AND BE A PARTY YO
THE LOAN AGREEMENT?

Efficiency Maine won the grant from the U.S. Department of Energy in part because it proposed a
“revolving loan” prograin to keep the funding going for a full decade after the initial federal grant funds
are exhausted, Repayment of PACE loans will generate a continuing revenue stream, se Efficiency
Maine can replenish the Joan fund at no cost to Maine taxpayers and keep interest rates iow.

One option to feverage that revenue is to sell the pool of loans on the secondary market. Another
option is for Efficiency Maine, working with olher agencies, to issue revenue bonds at an attractive
price. Issuing revenue bonds, at no cost to Maine taxpayars, will generate funds to keep the loan pool
going for a decade so that more and more Maine homeowners can make energy efficiency
improvements to increase their comfort and lower their energy bills. Whatever approach is used, the
payments on the leans naed (o come back to Efficiency Maine or its authorized agents to make the
fund sustainable and available for future Ioan participants.

Another reason for Efficiency Maine fo administer the program is to make it as easy as possible for
homeowrers to access this financing. Because Efficiency Maine is autherized to make the rules for
underwriling and disciosure, we are working to establish a loan process that is fast and minimizes the
hassle. By contracting with a centralized loan servicer as our authorized agent, Efficiency Maine can
ensure that there is always someone on call who knows all the details of the program and c¢an help
homeowners through the process quickly and efficiently. For many municipalities in Maine, having
this centralized service available will be the most affordable and efficient way to administer the
prograim.

WHAT LIABILITY FALLS TO THE MUNICIPALITY?

Other than fulfillment of its obligations as set forth in its agreement with Efficiency Maine, a
parlicipaling "municipality has no liability to a property owner for or related fo energy savings
improvements financed under a PACE program.” See §710154 (2)(D} of the Enabling Legislalion.
Additionally, the enabling lagislation specifies that “municipal officers and municipal officials,
including, without limitation, tax assessors and tax colleclors, are not personally liable to the
[Efficiency Maine] Trust or to any other person for claims, of whatever kind or nature, under or related
to a PACE program.._.including, without limitatien, claims for or related to uncollected PACE
assessments.” See §710754(2)(C).

CAN BUSINESSES APPLY FOR A PAGCE LOAN?

Although both the enabling state law and the model PACE ordinance do allow for businesses that
own property to apply for a PACE loan, Efficiency Maine currently plans to administer the $30 million
in DOE funds via the Home Energy Savings Program that only applies to residential property. At this
time, thers will not be funding provided by Efficiency Maine for a business PACE program, However,
municipalities can provide that financing themselves. Additionally, Efficiency Maine currently offers
low-interest rate loans of up to $35,000 for small businesses. You can find more information on
Efficiency Maine's non-PACE energy efficiency loan program for small businesses here.

WHAT IS THE TERM {DURATION) OF A PACE LOAN?

The duration of the PACE foan can vary but it must be shorier than the expected useful life of the
installed energy efficiency improvements. To maximize the afiractiveness of the loans and the
sustainability of the loan pool, Efficiency Maine wants to ensure that the annual payments on the loan
are less than the annual avoided costs of purchasing energy. Efficiency Maine is considering offering
two or three Joan terms, at least one of which will be between 15 and 20 years long.

http://www efficiencymaine.com/pace/fags 8/31/2010




Efficiency Maine :: PACE FAQs

Page 5 of 6

WHAT IS THE INTEREST RATE ASSOCIATED WITH A PACE LOAN?

The interest rate for new PACE loans has not yet been determined. We anticipate that PACE loans
will be available in 2010 at interest rates between 5-7%. The inferest rate for any particular PACE
foan will be fixed as of the date of the agreement between the loan administrator and the property
owner.

WHAT iS5 THE RESPONSIBILITY OF THE PROPERTY OWNER WHO USES PACE FUNDING TO
MAKE ENERGY EFFICIENCY IMPROVEMENTS?

A property owner will be obligated to use the PACE funding for its intended energy efficiency
improvement purposes and to repay the foan for the sharter of either: 1) the agreed upon term of the
loan or 2} the period of time in which the owner continues to own the property {if the homeowner sells
the property, then the naw owner takes on the responsibility for loan repayment).

WHAT HAPPENS TO A PACE LLOAN UPON A SALE OF THE PROPERTY?

A PACE loan "runs with the property, not with the person.” Thus, for example, if a property owner has
a 6 year period in which {o repay a PACE loan and sells histher property 3 years after making the
energy elficiency improvemenls, the property owner will have made 3 years of repayments of the
PACE loan and will have enjoyed 3 years of the energy savings realized. The new owner of the
proparty will get the benefit of the energy savings going fonward and will have the obligation of making
the payments for the final 3 years of the PACE loan.

1S IT TRUE THAT THE PACE PROGRAM IN MAINE IS INVALID OR OPPOSED BY FINANCIAL
REGULATORS?

No.

You rmay have seen or heard press arlicles in June and July, 2010 about how the Federal Housing
Finance Administration {FHFA), who regulates home mortgage holders Fannie Mae and Freddie Mac,
oppesed PACE programs. But these articles are aboul PACE programs in other states where they
acdlopted a different approach than Maine.

QOutside of Maine, people commonly define a PACE agreement as a special assessment recarded on
the properly. Stuich assessments may be collacted through the property tax system. The morigage
industry has complained that under this system, if the homecwner should default on his or her
paymentis it could create a senior {or “firsl,” or “priority”} Hen that would interfere with the industry's
ability to resolve the home morigage or clear litle to the property.

In passing L. 1717 to authorize PACE loans in Maine, the state legislature decided not 1o establish a
PACE system thal might interfere with the priority (seniority) of home mortgages. Instead, a PACE
assessment in Maine is secured by recording a “notice of a PACE agreement” in the registry of
deeds, creating a PACE mortgage on the property.

in Maine, a PACE mortgage is not enlitled to any special or senior priorily. The PACE mortgage is
junior and subordinate in pricrity to the first mortgage, regardless of the date that any of the
mortgages were recorded.

WHO CAN I CONTACT ABOUT ESTABLISHING A PACE PROGRAM IN MY COMMUNITY AND
RELATED PACE INFORMATION?

Please contact Dana Fischer at dana.fischer@efficiencymaine.com or Pete Roehrig at
peter_reehrig@efficiencymaine.com. at Efficiency Maine if you are inferested in establishing a PACE
program in your community or in playing some role retated to a PACE program.

Efficiency Maine will updale this FAQ pericdically. Please send comments and suggsstions to Dana
Fischer, Efficiency Maine Residential Program Specialist, dana.fischer@efficiencymaing.com. We
thank the Maine Green Energy Alliance, a sub-grantee of Efficiency Maine, for helping to draff this
FAQ,

http://www.efficiencymaine.com/pace/faqs 8/31/2010




Efficiency Maine :: PACE FAQs

http://www efficiencymaine.com/pace/fags

Page 6 of 6

£l poostipre B G 0|

8/31/2010




