
What is PACE?  Property Assessed Clean Energy 
(PACE) financing is an alternative to traditional financing 
for energy efficiency upgrades or renewable energy 
projects where local governments raise money by 
offering bonds to investors, which is then lent to 
homeowners and commercial building owners to fund 
energy-related building improvements, such as adding 
solar panels or installing building control systems.  PACE 
loans are paid back over the term of the loan, which are 
generally between 15 and 20 years.  The longer terms 
encourage larger, more expensive projects, which result 
in more energy cost savings.

The PACE loan is repaid in the form of a tax assessment 
on the building’s property tax bill.  As such, the loan 
is legally an assessment on the building so the loan 
transfers with building ownership.  The result is that the 
seller does not have a long-term loan obligation that 
must be unwound upon the property’s sale.  

  Why was PACE introduced? PACE was created to 
help real estate owners (both residential and commercial) 
finance energy projects, such as adding solar panels or 
installing more efficient equipment.  The problem that it 
addressed was twofold.  First, many owners simply didn’t 
have the money for the projects (or simply opted to use 
money for their core business, not cost savings).  PACE 
provides funds specifically for those projects.  Second, 
many owners had shorter time horizons than typical 
loan terms, and didn’t want an unpaid loan obligation 
when they sold the home or building.  Since the PACE 
loan transfers with building ownership, this obstacle               
is removed.

Will PACE work for my project? Commercial 
buildings, industrial facilities, and multi-family 
properties [5+ residences] are all eligible for PACE 
financing. Projects of all sizes qualify, but it can 
depend on the program for which the facility qualifies. 
Some lenders will take a project as small as $5,000 
and have no maximum, but the general rule is that 
a PACE loan cannot exceed 20% of the value of         
the property.

What project types are taking advantage        
of PACE?

  25 active PACE programs/platforms ready to 
fund projects

  More than 800 municipalities with a PACE 
program

  Over 260 commercial PACE projects 
completed

  Nearly $83 million in funded projects

  More than $300 million in PACE project 
applications
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‘How does the PACE process work? The 
process for PACE begins with an initial application, 
which can be found online or through a participating 
lender. The owner and project developer will then 
analyze desired energy efficiency projects and 
improvements that must prove out energy savings to 
be considered for a PACE loan. Once the project has 
been analyzed and the improvements are approved, 
the loan will be funded and the lien placed on the 
property and structured as a tax.

Let’s talk about that tax again… The PACE loan is set 
up as a senior lien on the actual asset, the facility, and is 
structured as a tax, with the idea that the energy savings 
exceed the added expense. This offers the building owner 
several benefits. One, since PACE is structured as a tax, 
the cost can be passed on to tenants, solving the split 
incentive issue. And, as mentioned, this is a lien on the 
building, removing the financial burden from the owner, 
from the business itself, and transferring with ownership.

Why can’t I take advantage of PACE outside 
of those states? PACE is only offered in states/
localities where a designated program has been built 
and passed via legislation. Designing a PACE program 
involves action at both the state and local levels. First, 
a state must establish laws enabling local governments 
to create special assessment districts that recognize 
energy efficiency as a public “good.” Next, each locality 
can pass ordinances creating assessment zones 
and authorizing lien creation and project financing. 
Finally, the locality establishes administrative and             
funding processes.

Noesis Financing Services breaks down the barriers of financing energy efficiency equipment. Noesis’ team 
of project finance specialists, and our unique technology, help professionals get more projects approved – and 
approved faster. With NFS, you’re not alone. We help each step of the way, from equipping you with estimates 
and quotes to presenting financing options to the building owner. Whatever the project needs, we’ve got the right 
financing vehicle to make sure the project is approved and funded. Learn more about financing with PACE from 
Noesis finance specialists: finance@noesis.com. 
References:  http://pacenow.org    http://www.nrel.gov/docs/fy10osti/47097.pdf  www.keepingpaceintexas.org

Benefits of PACE for Facility Owners 

  Little to no up-front costs

  Lending terms of up to 20 years 

  Solves split incentives issue 

  Loan is attached to the building, not the 
building owner

  No additional debt load

  Projects from as small as $5,000
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