
Milwaukee Shines Solar PACE Loan Program
PROGRAM MANUAL FOR HOMEOWNERS
[image: image1.jpg]w0 City
ot

Milwaukee





[image: image2.png]


                              [image: image3.png]



  [image: image4.png]U.S. DEPARTMENT OF

W ENERGY




                          [image: image5.png]SULAR AMERICA

CITIES )




Contents
Introduction             ……………………….....................................................................................3
General Program Information     ……………………………………………………………...…. 4
Required Underwriting Criteria       ………………………………………………………………6

Required Step-by-Step Process      ………………….………………………………...……….….7
Application Process - Flow Chart      ……………………………...…..……………………….....9
Sample Estimated Payment Schedule     …….……………………………………………..........10
Frequently Asked Questions      ……………………………………………………………..…. 11
Resources for More Information        ………………………………………………………..…. 12
Acknowledgements       ..……………………………………………………………………..….13

Introduction
The purpose of this Program Manual is to walk homeowners and potential Applicants through the process of issuing PACE loans for solar energy projects.  

The Milwaukee Shines Solar PACE Loan Program directly addresses the barrier of a high upfront cost of installing energy savings improvements.  Given the current economic conditions in the United States, it may be difficult for homeowners to obtain private capital.  This revolving loan fund allows homeowners to voluntarily attach 100% of the approved expenses of installing solar energy to their property tax bill. Homeowners can pay on a monthly basis if they have a property tax escrow account with their mortgage lender or through the traditional 10 month, interest free installment plan available through the City of Milwaukee Treasurer’s Office.
This innovative property assessed clean energy (PACE) financing mechanism attaches the obligation to repay the cost of energy improvements to the property, not the individual borrower.  As the average homeowner moves every 5-7 years, the improvements stay with the property even if the property is sold by the original borrower.  This revolving loan program is modeled after the City’s “special improvements” charges.  Special charges for street improvements, for example, are assessed against the property and may be paid over time on the property tax bill.
In the event that the special charge is not paid, the City of Milwaukee has the right and ability to foreclose on the delinquent property in the same manner as for the nonpayment of taxes.  

The Milwaukee Shines Solar PACE Loan Program was signed into law on March 11, 2010 by Mayor Tom Barrett.  The history of the legislation can be found here: http://milwaukee.legistar.com/LegislationDetail.aspx?ID=651080&GUID=23A6EB58-635F-4E6A-94B2-C1AD029FDA0D&Options=&Search=.
The Milwaukee Shines Solar PACE Loan Program is funded by a start-up grant to the City of Milwaukee’s solar energy program Milwaukee Shines by the local utility We Energies.  Other aspects of the Milwaukee Shines program are funded by grants through the U.S. Department of Energy Solar America Cities program and local partner support and match.  For more information about the U.S. Department of Energy Solar America Cities program, go to http://www.solaramericacities.energy.gov/.  For more information on the Milwaukee Shines program and how the City of Milwaukee supports a solar sustainable economy, go to www.MilwaukeeShines.com.
General Program Information
Program Size: $135,000 is available for solar energy installation loans.  
Administrating Agency: City of Milwaukee and Neighborhood Improvement Development Corporation (NIDC)
Participants:  City of Milwaukee owner-occupied residential applicants only.
Number of Loans:  9 - 12.   As payments come in, more loans will be made.
Type of Loans: Solar Electric and Solar Hot Water (note: solar space heating and energy efficiency improvements are not qualified).
Loans Size: $5,000 (min) to $20,000 (max)

Size of Solar Installation: 

0.5 – 3 kW for solar electric or 1 – 3 panels for solar hot water 

Eligible expenses include: all equipment and labor directly related to the installation of a solar electric or solar hot water system.  Structural reinforcements are eligible up to $500.

Ineligible expenses include: energy efficiency upgrades, re-roofing, and structural reinforcements exceeding $500.
Interest Rate:   Prime + 2%.  This will help the fund revolve more quickly.  



   The + 2% is made up of:




Loan Servicing Fees: 0.5% 



Bad Debt Reserve: 1.5% 
Application Processing Fee: $50.  This fee is non-refundable and payable upon application submission.  Annual reviews will determine if the fee should be increased or decreased.  The City will reserve program slots on a first-come first served basis to customers who meet the underwriting criteria. Application fees will not be accepted once program is full. 
Penalty:  There is no penalty for paying off the loan in advance.  Prepayment can be made directly to the City Treasurer.  Late payments are subject to interest and penalty charges and will be treated the same as other City of Milwaukee delinquent property taxes (1 ½ % per month back to February 1st of year tax is due).  
Term: up to 15 years.  Term depends on size of loan.  

                        Loan:  less than $7,000 has 5 years to be paid off



Loan:  between $7,000 and $10,000 has 10 years to be paid off


            Loan:  greater than $10,000 has 15 years to be paid off
All repayments will be shown as a ‘special charge’ on the customer’s property tax statement and payment for the special charge should be made along with the property tax payment.  Property taxes are due by January 31st of each year.  Applicant may choose to pay in installments (option will be on property tax bill) or through their bank escrow payments.  Coordinating escrow repayment plan with Mortgage Company is the responsibility of the Applicant.
Solar energy incentives currently available:
· Focus on Energy (FOE): up to 25% (rebate based on system performance and home energy efficiency) for both solar hot water and solar electric. And $100 rebate for solar site assessment: http://www.city.milwaukee.gov/ImageLibrary/Groups/cityMilShines/Documents/homescashapplicationform.pdf
· We Energies (WE): 30% of Focus on Energy’s cost share for solar hot water.  0% for solar electric: http://www.we-energies.com/residential/energyeff/solarsystem_incent.htm
· Federal Investment Tax Credit (ITC): 30% for both technologies: http://www.dsireusa.org/incentives/incentive.cfm?Incentive_Code=US53F&State=federaltpageid=1&ee=1&re=1
It is the Applicant’s responsibility to determine if they qualify for Focus on Energy and We Energies incentives.  It is also the Applicant’s responsibility to determine if they qualify for the Federal Investment Tax Credit of 30%.  If in doubt, Applicants should consult a tax advisor.  Neither the City nor NIDC provide tax advice to residents. 
Loans are issued on a first-come, first-serve basis.  The number of loans is limited.  If NIDC receives an abundance of applications, the City will consider a larger program to accommodate demand.  Some applications will wait in the queue until 2nd, 3rd or 4th generation loans are available.  Site assessments and structural analyses do not expire and can be used if future City financing opportunities become available.   
The City is not responsible for costs incurred by the Applicant for obtaining a solar site assessment or structural analysis.  Focus on Energy estimates that the average cost for a residential solar site assessment ranges from $300 - $600.  Focus on Energy provides a $100 rebate for solar site assessments.  It is the Applicant’s responsibility to apply for the rebate. There is no guarantee that an application received by NIDC will be funded.   
The City reserves the right to decline an Applicant if any of the application or underwriting requirements are not met, if the funds are exhausted, or if the program slots are filled. 
City provides no warranties; customer must repay loan even if system fails before loan is repaid.  City encourages the purchase of extended equipment warranties when possible.
In the event that a Participant sells his or her house before the loan is paid back in full, the loan stays with the property.  

Failure to repay loans through the property assessed special charge could result in the default and foreclosure of the property. 

Required Underwriting Criteria 
The following criteria must be met in order for an Applicant to qualify:

· Residential only.

· House is owner-occupied.

· Applicant has no outstanding and unsatisfied tax liens on the property.

· Applicant has no overdue property taxes.

· Property is current on all mortgage debt.

· Applicant has no overdue municipal services charges.

· Applicant has clear and undisputed title to the home.  Applicants must prove that they are the legal owners of a property, unanimous approval of property-holders is required, and the title should be clear of easements or subordination agreements that conflict with the special charge.  

· Applicant is We Energies customer.

· The assessed value of the home is equal to or greater than 110% of the outstanding mortgage(s) and solar loan amounts.  For example, if the Applicant has a remaining mortgage of $55,000, a home equity line of credit for $10,000 and a solar loan application for $10,000, the assessed value of the home must be at least $93,500. Equation: Home value ≥ total property debt x 110%.  NIDC will access property tax bill to determine assessed value of property taxes and calculate the recommended special charge amount.

· Energy efficiency measures in place/meets benchmark. Focus on Energy solar incentives are tiered so that houses that have undergone more energy efficiency measures are better incentivized. To qualify for the Milwaukee Shines Solar PACE Loan Program a homeowner must meet one of four Focus on Energy benchmarks listed below.  (The level of eligible incentives will be indicated on the Focus on Energy pre-approval letter that is submitted with the application – See Page 7 Step 2a.)

· FOUR BENCHMARKS:

1. Lower than average energy use.  For solar electric:  annual electric usage when offsetting electricity of 6,500 kWh or less for the last 12 months of usage.  For solar hot water:  annual gas usage when offsetting gas of 700 therms or less for the last 12 months of usage.

2.  If Applicant can prove that they live in a Wisconsin Energy Star Home.
3.  If Applicant can prove that they went through the Home Performance with Energy Star program and meet the requirements.
4.  If Applicant can prove that they have undergone a certain number of HVAC type measures that Focus on Energy funded. 
· To find out if you meet one of the above four benchmarks, contact Focus on Energy (800)762-7077 / Focusinfo@focusonenergy.com
Required Step-by-Step Process
If questions arise about the pre-application process, Milwaukee Shines staff will be available. The Milwaukee Shines website www.MilwaukeeShines.com will provide guidance on the application process.  To access the application click here: http://www.city.milwaukee.gov/milwaukeeshines/GoSolarHowto/SolarPACELoan.htm
The following steps must be completed by the Applicant:
1. Applicant gets site assessment to determine if house is an appropriate candidate for solar by certified site assessor.  A list of certified site assessors is currently available on the MREA website:  http://www.mreacsa.org/index.php?option=com_content&task=view&id=31&Itemid=43&state=WI  Focus on Energy estimates that the average cost for a residential solar site assessment ranges from $300 - $600.  The Applicant is responsible for this cost, but can apply for the $100 Focus on Energy rebate.  Please request that the site assessor include “percentage of shading” in the site assessment report.
2. Applicant gets at least two installation “cost quotes” from installers on the Focus on Energy list. Milwaukee Shines will provide the list of Focus on Energy installers on its website.  From the two installer quotes, the Applicant selects one Installer.  The selected Installer’s quote must contain:
a. Total cost of the project, value of the Focus on Energy incentive, and total cost to the customer after deducting the incentive.  The quote must be accompanied by a pre-approval letter from Focus on Energy that confirms the installation incentives amount and indicates what level of energy efficiency the home qualifies for. The pre-approval letter from Focus on Energy must indicate that the homeowner qualifies for “Efficiency First” incentives to qualify for the Milwaukee Shines Solar PACE Loan Program.
b. Basic structural calculations and other information about the project as prescribed by the Department of City Development.  This information is necessary for the department to conduct a necessary plan review of the project. 
3. Applicants submit the site assessment, their selected Installer’s quote with supporting information (see above 3a. and 3b.), letter from Mortgage Company showing how much is still owed on the home, We Energies utility bill, loan application form, and non-refundable loan application processing fee of $50 to NIDC.  
4. NIDC reviews the application and all supporting documentation. If Applicant does not qualify – they are declined in writing by NIDC. If Applicant meets all underwriting criteria and loan is approved by NIDC internal loan committee, NIDC will notify Applicant in writing.  If the Applicant decides to drop out, the City is not liable for any expenses incurred along the way.  If the Applicant chooses to proceed, the Applicant contacts NIDC to make appointment to finalize loan process. 

5. Participant comes into NIDC’s office to finalize contract. Before signing the contract, NIDC staff will provide all loan information consistent with Federal lending guidelines; this includes an amortization schedule. The Applicant will be notified that their annual property taxes will increase by the amount of the special charge, and will be notified that the City has the right to foreclose on the property in the event of default.  If the Applicant agrees to the terms, he or she will sign a program contract, the loan amount will be reserved and the Applicant becomes a Participant. 
6. Once contract is signed, Participant enters into contract with Installer and Installer will: 
a.  “Pull” permits 
b.   Install system
c.   Arrange for We Energies to interconnect solar electric systems

d.   Arrange for City Inspectors to inspect both solar electric and solar hot water   
installations
e.   Ensure that City permits are “closed” 

f.   Submit Notice of Installation Form to Focus on Energy

g.   Receive final confirmation from Focus on Energy regarding incentives
h.   Receive final work approval from the Participant
7. Participant calls NIDC to confirm that the installation is complete and approves that the check is paid to the Installer.  While on the phone, NIDC confirms that permits are “closed” and arranges for check to be cut to the Installer. 

8. Participant repays the loan.  Annual PACE loan installments are added to the property tax roll as a ‘special charge’ by NIDC. All PACE loan repayments will be shown as a ‘special charge’ on the customer’s property tax statement and payment for the special charge should be made along with the property tax payment.  There are two repayment options:

i. Participant makes arrangements with their Mortgage Company to add loan to escrowed amount and makes monthly payments to them.

ii. Participant is responsible for paying property taxes to City Treasurer once a year on or before January 31st or in ten monthly installments each year.
9.    Participant receives annual statement of loan balance and interest paid from NIDC.

   Repayments can be used to issue more loans.  NIDC will be credited with PACE Loan   
amounts added to the tax roll.   If PACE Loan special charge goes delinquent, the City of  
Milwaukee will treat it as it would any other delinquent tax. In the event of non-payment 
for three sequential years, the City typically begins foreclosure proceedings.  

10. Application Process - Flowchart
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Sample Estimated Payment Schedule 
The below figures represent sample cost estimates. 
The City of Milwaukee does not make any cost guarantees and is not responsible for any fluctuation or change in system cost or incentives amount.

	
	Average Installed Cost
	Focus on Energy Incentives (Paid to Installer)
	We Energies Incentives (Paid to Participant)
– Participant is responsible for determining if they qualify
	Federal Tax Credit (Paid to Participant) 

– Participant is responsible for determining if they qualify
	Loan MINUS Focus Incentives
	Interest    4.0%

Admin      0.5%

Bad Debt  1.5%
	Term in Years
	Monthly

Payment Based on Term
	Average Monthly Energy Savings
	Average Monthly Energy Savings After 10 Years (Given 6% Rate Increase/Year)

	Solar Electric

	1 kW
	$8,000
	Up to 25%
	none
	30%
	$6,000
	6%
	10
	$68
	$13
	$23

	2 kW
	$16,000
	Up to 25%
	none
	30%
	$12,000
	6%
	15
	$124
	$25
	$35

	3 kW
	$24,000
	Up to 25%
	none
	30%
	$18,000
	6%
	15
	$154
	$38
	$48

	Solar Hot Water

	2 residents (needs 40 sq feet of roof space)
	$7,000
	Up to 25%
	30% of FOE award
	30%
	$5,250
	6%
	5
	$104
	$6
	$10

	3 residents (needs 80 sq feet of roof space)
	$10,000
	Up to 25%
	30% of FOE award
	30%
	$7,500
	6%
	10
	$85
	$10
	$15

	4 residents (needs 120 sq feet of roof space)
	$14,000
	Up to 25%
	30% of FOE award
	30%
	$10,500
	6%
	10
	$119
	$13
	$17


Frequently Asked Questions
Question:  Who do I contact if I have a question?

Answer:  If you have not yet applied for a loan and your question is not answered in the Program Manual or in the other resources posted on the Milwaukee Shines website www.MilwaukeeShines.com email Andrea Luecke at aluecke@milwaukee.gov or call 414-286-5593.  If you have applied for a loan and your question is not answered in the loan application paperwork, contact Suzanne Hanson at the City of Milwaukee Phone: (414) 286-8542. If you have questions about your property tax payment, contact the City of Milwaukee Treasurer’s Office:  www.city.milwaukee.gov/FrequentlyAskedQuest1999.htm
Question: When is my first payment due?

Answer:  Property taxes are always due on January 31st of the following year.  For example, if you are issued a loan in July of 2010, your 2010 property tax payment would be due January 31, 2011. Whether you pay in full or in installments is up to you.
Question: Why don’t we use credit score to underwrite applications?  
Answer:  The underwriting criteria are tied to the property and its owner’s timely payment of the property tax bill, not to their personal credit history. 
Question:  What happens if I don’t pay my property taxes?
Answer:   Late payment fees consisting of 1% interest and ½ % penalty back to February 1st of the year the tax was due will be assessed and if no payments have been received for three years the City of Milwaukee will enter into foreclosure proceedings.
Question:  What effect does this program have on other taxpayers that are not participating?  
Answer:  None.  In the event of non-payment, NIDC will reimburse the City for the defaulted amount.  After three years, the City will foreclose on the home.
Question:  Can I pre-pay my loan?
Answer:  Yes.  Please consult the City Treasurer if you are interested in paying off the loan prior to term expiration.

Question:  Will my Mortgage Company allow this senior tax lien?
Answer:  The placement of senior special tax liens is a common practice in the United States.  All City of Milwaukee special charges for sidewalks, streets, and water are senior to your mortgage and always have been.  

Question:  Is this program targeted to particular neighborhoods?

Answer:  No. The Milwaukee Shines Solar PACE Loan Program is open to Applicants across the city who qualify on a first come, first served basis. 
Question:  Is my loan payment tax-deductible?  

Answer:  There is a principal and interest portion to each payment and interest payments may be tax deductible.  The City of Milwaukee and NIDC cannot provide tax assistance.  For more information, please consult a tax advisor.
Resources for More Information
City of Milwaukee Treasurers FAQs: www.city.milwaukee.gov/FrequentlyAskedQuest1999.htm
Milwaukee Shines: www.MilwaukeeShines.com
NIDC website: http://www.mkedcd.org/housing/nidc/index.html
Focus on Energy:  http://www.focusonenergy.com/
We Energies:  http://www.we-energies.com/
Midwest Renewable Energy Association:  http://www.the-mrea.org/
Solar America Cities Website:  www.solaramericacities.energy.gov/
White House Policy Framework for PACE programs: www.whitehouse.gov/assets/documents/PACE_Principles.pdf
Vice President Biden’s PACE Announcement:  www.pacenow.org/documents/VICE%20PRESIDENT%20BIDEN%20ANNOUNCEment.pdf
PACE Local Government’s Guide: www.pacenow.org/documents/FullerKunkelKammen-MunicipalEnergyFinancing2009.pdf
Response to Regulatory Agency: www.pacenow.org/documents/Legal_Finance_Q&A.pdf 
PACE Now Website www.pacenow.org
Vote Solar Website:  www.votesolar.org
Wisconsin Statutes 66.0627:  www.legis.state.wi.us/statutes/Stat0066.pdf
Center on Wisconsin Strategy ME2 program:  www.cows.org/collab_projects_detail.asp?id=54
Berkeley FIRST Website:  www.berkeleyfirst.renewfund.com/
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Applicant gets site assessment ($300 - $600 average cost paid by Applicant with $100 FOE rebate)








Applicant gets 2 (free) quotes from FOE Installers that are also on NIDC’s list of bonded and insured Installers. Quotes must include basic structural calculations. 








Applicant selects one Installer who fills out FOE and WE incentives and gets incentives pre-approved.  








Applicant submits application to NIDC 








NIDC inputs loan into PACE Loan system and Participant pays loan back through his or her property taxes.





Once permits are “closed,” Participant calls NIDC to say that work has been completed.  NIDC verifies that permits are “closed” and issues a check to the Installer.  





NIDC reviews application 








         YES





NIDC notifies Applicant in writing w/next steps. Applicant signs contract with NIDC and becomes a Participant.








NO





Does not qualify. NIDC notifies Applicant in writing








Participant contracts with Installer.  Installer “pulls” permits.  Installer installs system and has it interconnected and inspected by the City.
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