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 What is PACE? 
History of PACE and what is the PACE program and what are its objectives?  

Green building initiatives have become more and more popular in recent decades, with goals of 

healthier communities and combating global warming. Unfortunately, many of the strategies to 

make buildings more energy efficient come with extremely high up-front costs. Things like 

updated HVAC systems, modern solar panels, and natural disaster preparedness improvements 

are often times only taken on by large developers with the capital, largely via rental rates, to 

justify the investments. Property Assessed Clean Energy (PACE) financing is one strategy that 

has been created to help make green building more accessible. 

  

PACE is a financial tool that allows property owners to invest in energy efficiency projects with 

no upfront costs and the balance being repaid over time via a voluntary assessment on the 

property’s taxes. The framework of the program began in Berkeley, California in the early 

2000’s and became a national program under the Obama administration in 2009. While PACE is 

a federal program, it is up to each state to decide whether to participate and to create their 

own guidelines and underwriting principles. The state of Minnesota has two PACE 

administrators, with the largest being MinnPACE, a program of the St. Paul Port Authority 

(SPPA). MinnPACE has a 15-million-dollar internal loan fund from the federal government and 

has a joint powers agreement with over 50 counties in Minnesota that allows them to approve 

PACE loan applications and release the funds. The SPPA gets about 6-7 loan applications a 

month, usually in $100K-$200K dollar range . Ninety percent of the loans are approved, 1

depending on internal underwriting and prescribed legislative criteria with all loans having a 

maximum of a 20 year payback. 

  

The main objective of PACE is to incentivize property owners to make large scale energy 

efficiency upgrades to their buildings, with potential benefits for all involved. 

Benefits of Using PACE Financing 

For Property Owners  For the Government For Tenants 

·       No upfront costs 

·       Lower utility costs in the 

long run 

·       Can act as a bridge in the 

capital stack 

·       Help achieve energy 

efficiency goals 

·       Self-funded through 

property liens 

·       Help owners bridge funding 

gaps, spurring development 

·       Lower utility bills if paid 

separate from rent 

·       Lower/more constant rent if 

utilities included in rent 

·       Living in a healthier 

buildings 

1 Per conversation with Michael Linder, SPPA 
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How do those objectives relate to affordability of multifamily housing? 

Multifamily housing is consolidated into the Commercial PACE program (C-PACE) while 

residential PACE is a completely separate category, consisting of buildings with 3 or fewer units, 

usually single family homes. Any affordability benefits for multifamily housing coming out of 

PACE financing are purely ancillary. The overall goal is PACE financing is to allow more property 

owners to implement energy efficient projects, which may lead to a small reduction in a 

tenant’s utility bills down the line if they pay those bills separately from their rent. However, in 

discussions with industry experts we learned that the vast majority of utility costs in affordable 

and naturally occurring affordable housing (NOAH) are included in the tenant’s rent which 

means they would not see the benefits of lowered utility bills unless the building owner passed 

them along which is unlikely because those lowered utility costs are intended to cover the cost 

of the initial investment.  

 

How does it work? 

 
Source: energy.gov  2

Application and Financing process 

PACE financing can be intimidating at first glance but essentially comes down, like many 

development incentives, to creative tax usage. Building owners who want to apply for a PACE 

loan must make their case to a PACE administrator, explaining what the loan will be used for, 

anticipated costs, and anticipated payback schedule, among other things.  These administrators 

have received money from the federal government, have entered into a joint powers 

agreement with local municipalities, and disperse money directly to approved applicants. To 

repay the loan, the local government adds a property tax assessment to the building which pays 

off over time. Thanks to the long term financing, property owners are able to make significant 

2 “Lessons in Commercial PACE Leadership:THE PATH FROM LEGISLATION TO LAUNCH” Dept. of Energy, 2018. 
https://www.energy.gov/sites/prod/files/2018/05/f51/Lessons_in_Commercial_PACE_Leadership_Finalv2.pdf 
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investments in projects with large upfront costs that previously would have been prohibitive, 

such as solar panels, elevator repairs or HVAC improvements. Uniquely, a PACE assessment is 

tied directly to the property, not an individual, so the lien responsibility would be absorbed by 

any new owner in the event of a sale.  

 
Source: energy.gov  3

 

Examples  of Multifamily PACE Transactions 

How has PACE been used?  

Very few cases of PACE financing for multifamily housing have been used thus far.  This is the 
least likely use of PACE because of the barriers that will be discussed in the following section. 
Currently only six states have used PACE for Multifamily housing, one of them being Minnesota. 
In a report by the Energy Efficiency for All, a non-profit working to provide better information 
on tools for increasing energy efficiency to multifamily housing, the authors conducted a survey 
of PACE projects around the country to understand how many C-PACE projects fit into the 

3 “Lessons in Commercial PACE Leadership:THE PATH FROM LEGISLATION TO LAUNCH” Dept. of Energy, 2018. 
https://www.energy.gov/sites/prod/files/2018/05/f51/Lessons_in_Commercial_PACE_Leadership_Finalv2.pdf 
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affordable housing category. Below is a summary of what they found. Less than 4 percent of 
C-PACE transactions were for multifamily properties.  
 

 

⌂⌂⌂⌂⌂⌂⌂ 
⌂⌂⌂⌂⌂⌂⌂ 
⌂⌂⌂⌂⌂⌂⌂ 
⌂⌂⌂⌂⌂⌂⌂ 
⌂⌂⌂⌂⌂⌂⌂ 
⌂⌂⌂⌂⌂⌂⌂ 

“15 out of the 42 transactions are for affordable housing properties 
located in six states. Of the 15, eight are naturally occurring affordable 
housing (NOAH) properties and 7 are assisted or subsidized affordable 
housing. We found no instances of C-PACE usage for public housing 
projects, due to their legal inability to use real assets as loan collateral” 
 
Data Source: Commercial PACE for Affordable Multifamily Housing 
Report  4

What are typical improvements? 

PACE improvements for multifamily residential are usually focused on reducing utility costs in 
order to provide the same returns to the landlord, while keeping rents at an affordable level for 
tenants. Some of the typical improvements include, but are not limited to:  

- Boiler replacement 
- Solar 
- LED lighting 

- HVAC system replacement 
- Electric Vehicle Charging Station 
- Window/Door Replacement 

 

From our interviews, we learned a little more information about each of these improvements 

when we asked which improvements are most feasible.  First, Boilers can be very expensive 

4 Adamczyk, Peter; Elizabeth Chant, Stephanie Morse, Kate Cahalane, “Commercial PACE for Affordable Multifamily 
Housing” Energy Efficiency for All, January 2018. 
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which makes it hard to meet the 20-year payback requirement  unless the original boiler is 5

broken or very old. While property owners may not replace a less-efficient boiler, they may add 

automation features that limit the usage of the boiler at certain times of the day, therefore 

making the boiler more efficient. Solar is also very expensive, and while it meets the payback 

period, the limitation of improvements to 20% of tax-assessed property value can make solar 

difficult. LED lighting on the other hand, is still one of the most common and easiest options for 

increasing efficiency and reducing electricity usage . There are some improvements that are not 6

covered in Minnesota, specifically exterior site water conservation projects.  Other states allow 

PACE financing to be used for water conservation while the SPPA has to turn down many 

projects that want to do water conservation.  

Local examples  

During our interview with the St. Paul Port Authority, we learned there have only been 5 

successful PACE applications for multifamily residential in Minnesota since the program’s 

inception in 2015. For comparison, the SPPA usually handles around 6-7 loans per month.  7

Appendix B is a list of the successful C-PACE applications that include a residential component. 

The amount of funding ranges from $16,000 to $850,000.  The following section is deeper 

financial analysis into one of the local projects in Mankato, MN. This analysis attempts to 

understand where the property owner receives savings and how the tax payments are 

distributed.  

Mankato Case Study 

The River Bluff Apartment is a 150 unit residential apartment building located in Mankato, MN 

with units ranging from one- to three-bedrooms. The rents for these units are $685 for a 

one-bed, $868 for a two-bed, and $1,140 for a three-bed.  The rent includes utilities, but does 8

not include parking, laundry, or pet fees, which are all relatively minimal. 

 

Based on the local rental market, the River Bluff Apartments seem to be well below market 

rate.  In a 2016 Housing Study Report completed for the City of Mankato, the typical market 

rate one-bedroom unit above $800 gross rent .  The 2019 median family income (MFI) for 9

Mankato is $78,500 , therefore at 80% MFI an affordable rent level  would be about $1,570 10 11

5 20-year payback means the improvement must provide cost savings from increased energy efficiency, equal to 
the cost of the improvement within 20 years.  
6 Per conversation with Katherine Teiken, MHFA 
7 Per conversation with Michael Linder, SPPA 
8 https://www.apartmentlist.com/mn/mankato/river-bluff 
9Community Partners Research, Inc., “Mankato Area HOUSING STUDY UPDATE,” May 2016/ 
https://www.mankatomn.gov/home/showdocument?id=5095 
10 Based on HUD 2019 MFI data, accessed May 2019. 
https://www.huduser.gov/portal/datasets/il/il2019/2019MedCalc.odn 
11 Assumes gross rent should be calculated at 30% of income. Gross rent is considered rent before utilities.  
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per month gross rent. The rents at the River Bluff are actually affordable at about 40% MFI 

which is considered very low-income by HUD standards. 

 

The improvements made to this building included solar and HVAC improvements which were 

estimated to cost about $850,000. At this level the special assessed property taxes equaled an 

additional $89,215 per year for ten years, which almost doubles the existing property taxes (see 

table below). The savings appear in the cost of utilities, which are included in the rent. With the 

updates, the property owner is able to cut utility costs in half, from $90,000 per year (about 

$600 per unit) to $47,500 per year (about $315 per unit). These savings will continue after the 

special tax assessment is paid off, which is when the property owner sees the greatest benefits 

in cash flow. The table on the following page summarizes this information. Appendix C has 

additional tables showing the entire pro forma analysis and comparison. 

 

From this case study, PACE financing seemed to be a useful tool to both provide energy 

efficiency to an older building and preserve affordability to tenants. 

 

 
Photo Credit: MBG Property Management  12

 

 

 

12 MBG Property Management, accessed April 2019. http://www.mbgprop.com/river-bluff-apartments/ 
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Mankato Apartment - PACE Financing 
Annual Income and Expenses   

Income and Expenses     

Income Units Monthly Rent  13 Total Annual  

1 bed 55 $ 685 $ 452,100  

2 bed 55 $ 868 $ 572,550  

3 bed 40 $ 1,140 $ 547,200  

Total units 150 Gross Rental Income $ 1,571,850  

Vacancy  5% $ (78,592.50)  

  Rental Income $ 1,571,850  

Parking 100 $ 20 $ 24,000  

Pets 70 $ 20 $ 1,400  

Laundry 150 $ 20 $ 3,000  

 Effective Gross Income $ 1,600,250  

Expenses  14 Per unit Percent of total  15

Total Annual 

with PACE 

Total Annual 

without PACE 

Base Property Tax $ (642) 15% $ (96,347) $ (96,347) 

Special Assessment Tax  16 $ (595) 14% $ (89,215)  

Utilities (included in rent payment) $ (317) 7% $ (47,500) $ (90,000) 

Insurance $ (208) 5% $ (31,205) $ (31,205) 

Administrative Fees $ (208) 5% $ (31,205) $ (31,205) 

Contract services (garbage, 

plowing) $ (333) 8% $ (50,000) $ (50,000) 

Management Fees $ (291) 7% $ (43,687) $ (43,687) 

Repair and Maintenance $ (400) 9% $ (60,000) $ (60,000) 

Salaries and personnel $ (1,082) 25% $ (162,265) $ (162,265) 

Total Expenses  96% $ (640,100.00) $ (592,092.50) 

Expenses as a % of Income   40% 37% 

NOI   $ 960,150 $ 1,008,158 

Financing     

Debt Service   $ (404,646.68) $ (404,646.68) 

Cash flow   $ 555,503 $ 603,511 

13 Rental information based off of Apartment List, accessed April 2019: 
https://www.apartmentlist.com/mn/mankato/river-bluff  
14 Expenses and city fees based on County of Blue Earth website, accessed April, 
2019:https://mn-blueearth.manatron.com/Tabs/TaxSearch/AccountDetail/Billdetail.aspx?p=R01.09.07.4
78.015&a=30754&b=1292438&y=2018 
15 Percentages for expenses based on 2018 NAA Survey of Operating Income and Expenses: 
https://www.naahq.org/news-publications/units/september-2018/article/survey-operating-income-expenses-rental-apartment  
16 Tax data based on Blue Earth County tax data, accessed April, 2019: 
https://beacon.schneidercorp.com/Application.aspx?AppID=387&LayerID=5678&PageTypeID=4&PageID=3069&Q
=1122697994&KeyValue=R010907478015 
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Historical Barriers to PACE 
 

Since the start of the PACE program in 2010, there have only been a handful of successful 

residential PACE projects completed in Minnesota. After talking with the Saint Paul Port 

Authority, it is clear that the current barriers to PACE for multifamily affordable housing 

projects are greater than the potential benefits of utilizing the program. This is due to federal 

and state policy barriers, barriers in the financing structure, and educational barriers. 

Policy Barriers 

Before Minnesota passed H.R.3688 in 2018, PACE liens were required to be priority liens on any 

residential or commercial property. This could potentially allow homeowners to fall into 

foreclosure if they defaulted on their property tax payment, even if they were current on their 

mortgage. Because the PACE loan stays with the property rather than the homeowner, this 

could affect the resale value and refinancing options after the foreclosure.  

Minnesota Statute H.R.3688 changed this financing structure, for residential PACE only, by 

requiring  a residential PACE lien to be subordinate to all other liens on the property prior to 

the implementation of the PACE lien. After the implementation of the PACE lien, it will be 

superior to liens that are recorded after that point. While this bill was designed to protect 

consumers against predatory lending and increased foreclosure, many of the experts in the 

PACE program agree financing will not work without the PACE lien in the priority position 

because the county is not able to collect property taxes otherwise. This new law does not affect 

commercial PACE (C-PACE) which is used for multifamily housing, however, the same fears of 

predatory lending which spurred the new bill are still on the minds of multifamily property 

owners.  

 

Minnesota Statute H.R.3688 also lets the Department of Commerce assess examination fees 

against PACE administrators, requires administrators to obtain a one-year license from the 

Department of Commerce - an initial $1000 and then $500 per year to renew, requires 

contractors licensed through the Department of Labor and Industry to do the installations, and 

prohibits administrators and contractors from entering into PACE contracts with low-income 

homeowners unless the homeowners are first referred to other state programs. This law was 

passed in 2018 to increase consumer protections under the PACE program after California’s 

PACE program was sued for allowing predatory lending practices. 

 

At the federal level there are additional policy barriers. As of 2017, PACE liens are not allowed 

to be used on any property with Federal HUD funding under the Trump administration. For this 
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reason, many larger affordable housing developments in Minnesota cannot currently utilize 

PACE financing . When discussing the PACE program with a contact at AEON,  it was made 17 18

clear that AEON will not be able to use PACE funding for the majority of their projects because 

AEON’s first mortgages are usually federal HUD loans.  

Structural Barriers 

In addition to the political barriers present in the PACE programs, obstacles in the financing 

structure of PACE transactions  can inhibit the use of the program by NOAH properties.  

● Bundled Rent + Utilities Requirement:  A PACE loan will only be profitable for the 

developer if utilities are included in the monthly rent. This will allow the project 

developer to pay back their 20-year PACE loan.  

● Financing Maximum: The maximum amount able to be financed under the PACE 

program is 20% of the current taxable value. This presents challenges for new 

construction because the current taxable value would only include the land the building 

with be located on. There is currently a bill in the legislature to allow for loans that are 

more than 20% of the appraised value of the property.  

● Complexity of PACE for NOAH Properties: Changing PACE legislature at the state and 

federal level cause multifamily residential PACE deals to be extremely complex and 

cumbersome for property developers. This is amplified by the lack of much precedent in 

the industry. 

● Limitations on PACE usage: In Minnesota, PACE financing cannot be used for 

improvements to water conservation. It is limited to energy improvements and 

therefore might not be attractive to building owners in need of water improvements. 

● Lack of Support from Local Governments: Due to the complexity of PACE financing for 

multifamily housing, educational outreach and technical support should be offered by 

the Saint Paul Port Authority to inform property developers about PACE loans. It is not 

sufficient to only offer the financing tool without technical support. 

● Strength of Similar Programs: Affordable housing developers have many options for 

financing energy improvements, some more favorably priced or with better terms. A 

few of these programs will be introduced below. 

Educational Barriers 

The final barrier identified deals with education. Overall, the PACE program has seen more 

interest from market rate projects that it has from affordable housing developments. PACE is 

often used to improve energy efficiency for market rate building and can make the units more 

attractive to potential renters who value environmental sustainability. Market rate developers 

17 Per conversation with Michael Linder, Saint Paul Port Authority 
18 Per conversation with Blake Hopkins, AEON 
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are more likely to seek out energy efficiency programs because they are aware of the changing 

consumer preferences towards environmental sustainability. More outreach should be 

completed to educate affordable housing developers about this benefit as well as the financial 

benefit of PACE and other energy efficiency programs. This will be discussed in more detail in 

the next section. 

Differences in the Process for Commercial Projects 

The process of securing a C-PACE loan for commercial buildings includes far less barriers than it 

does for residential buildings. For C-PACE transactions, developers can go onto the Saint Paul 

Port Authority website and download their simple application. This application asks for 

mortgage statements and taxes, and requires banks to sign off on the terms as the PACE loan 

becomes a priority lien on the property. . Most applications are processed within one month 

and 90% of these applications gets approved.   Past legislative and underwriting improvements 19

have made this program more successful in recent years. The only set back some commercial 

projects run into with PACE financing is with the 20 year pay-back period. Energy savings need 

to be high enough for the 20 year pay-back to work with financing. While this is the same basic 

process for a multifamily PACE loan, which is processed through the C-PACE program, the 

barriers mentioned above inhibit many developers, especially affordable housing developers 

from meeting the base requirements .  

 

 

Other Options for Energy Savings Programs 
 

PACE may not be applicable to many affordable multifamily housing because of the barriers 

described in the previous sections. Additionally, PACE may be used as gap funding in the overall 

capital stack in conjunction with other subsidies. There are a number of other programs that 

work to achieve similar goals of increasing energy efficiency to provide more affordability in 

housing. Below are some of the most notable and applicable current programs broken into the 

categories of local, state, federal, and private sector. Ramsey County can either promote to 

interested property owners and/or may be interested in introducing in their county. 

19 Per conversation with Michael Linder, SPPA 
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Local- Level Programs 

Green Cost Share Program 

The City of Minneapolis administers a Green Cost Share program. Through this program, 

Multifamily property owners can receive funds to help finance energy efficiency, solar, and 

pollution reduction projects, up to $50,000. Additionally, there is an additional incentive for 

property owners who participate in the 4D affordable housing program. These property owners 

can get their energy efficiency project matched 90%, up to $50,000.  

 

 

Source: City of Minneapolis  20

State- Level Programs 

Fix-up Loan Program 

The Fix-up Loan program is run through the Minnesota Housing Finance Agency. It provides 

low-interest loans to property owners wanting to make energy improvements. The funding for 

the program is supported by a grant from the U.S. Department of Energy and the Minnesota 

Department of Commerce through the American Recovery and Reinvestment Act of 2009 

(ARRA). Eligible properties must be Single family homes, duplexes, triplexes and fourplexes 

which are owner occupied. The program supports a $15,000 maximum loan amount with a 

20Green Cost Share, City of Minneapolis,  http://www.minneapolismn.gov/environment/greencostshare, Accessed 
April 2019 
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4.99% interest rate and 10-20 year payback period. This program has limited applicability for 

multifamily affordable housing because it only covers buildings that are owner occupied and 

only up to a fourplex.  In addition, limited improvements allowed under this program both in 

maximum loan amount and allowable improvements. The most notable limitation is that the 

program does not fund solar.  

 

Program Specifics:  21

 

Secured Energy/Accessibility Loans Allowable Improvements 

Programmable thermostat, Heating system replacement, A/C replacement, Water heater 

replacement, Light fixtures, Insulation, Windows, Ramps, House accessibility modifications, 

Safety modifications 

Unsecured Energy Allowable Improvements 

Programmable thermostat, Heating system replacement, A/C replacement, Water heater 

replacement, Light fixtures, Insulation, Windows 

Federal-Level Programs 

Green Rewards Initiative 

While Fanie Mae no longer allows their mortgages to be combined with PACE loans, they still 

do offer incentives for property owners to increase energy efficiency through their Green 

Rewards initiative.  For property owners who commit to reducing their property’s annual energy 

and/or water consumption by at least 30%, inclusive of at least a 15% energy consumption 

reduction, Fannie Mae offers a free audit, preferential pricing, and additional loan proceeds. 

 

 

 

 

21Fix Up Loan Program, MHFA,  http://www.mnhousing.gov/sites/homeowners/fixup , Accessed April 2019 
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Benefits Eligibility 

Lower interest rate Conventional and affordable housing 

Free energy and water audit Multifamily, seniors, student, military, and 
cooperative 

Increased net cash flow Improvements must be installed with 12 months of 
loan origination 

No minimum or maximum investment 
Market’s only Green MBS 

Only loans that are projecting greater than 5% 
additional loan proceeds are Pre-Review 

Source: Fannie Mae  22

Residential Energy Conservation Subsidy Exclusion (Corporate or Personal)  23

The Residential Energy Conservation Subsidy Exclusion  program is run through the IRS as a tax 

exemption program for both personal taxes and corporate taxes. The program states that 

energy conservation subsidies that are provided through public utilities are non-taxable.  The 

improvements covered by this exclusion must be “energy conservation measures” which 

include Solar Water Heat, Solar Space Heat, Solar Photovoltaics. This program is useful because 

it is widely used and easily administered.  

Private/Utilities 

Multifamily Building Efficiency Program 

Xcel Energy and CenterPoint Energy have teamed up in Minnesota to implement the 

Multifamily Building Efficiency Program. This program provides owners of multifamily buildings 

free energy audits to find areas of improvement and offers on the spot for simple fixes such as 

installing energy efficient light bulbs. From there, participating property owners have 2 years to 

reduce energy consumption, with incentives at 3 different tiers and doubling for low-income 

multifamily housing. One success story saw a property owner increase energy efficiency by 

26.5% which earned him an incentive of 25% of the cost, totaling over $25,000. 

 

 
Source: Xcel Energy/ 
CenterPoint Energy  24

22 “Green Rewards, Multifamily Term Sheet” Fannie Mae, 2019. 
https://www.fanniemae.com/content/fact_sheet/greenrewards.pdf 
23Residential Energy Conservation Subsidy Exclusion, DSIRE, 
http://programs.dsireusa.org/system/program/detail/666, Accessed April 2019 
24 “Multi-Family Building Efficiency,” Centerpoint Energy and Xcel Energy, 2018. 
https://www.multifamilyenergysolutions.com/staticfiles/xe/PDF/Marketing/Multi-Family-Cobrand-Multi-Housing-
Fact-Sheet.pdf 
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Conclusion/Wrap Up 
 

The use of PACE financing for multi-family affordable housing projects is still a new concept 

with limited precedence in the industry. Due to the many barriers with the current program 

that are presented above, it is unlikely that most affordable housing developments will be able 

to get approved for a PACE loan. Throughout our research process, we have found that NOAH 

properties that do not utilize federal HUD funding are the most likely recipients of a PACE loan. 

We also speculate that properties in the RAD program will be able to use PACE financing in the 

future as they are moved into the private sector. More research should be completed on 

applicability of PACE financing for RAD developments. 

 

Because of the barriers associated with PACE financing, we suggest that Ramsey County should 

view the PACE program as gap financing rather than a sole source of funding for affordable 

housing developments. The policy and structural barriers currently present in the program limit 

the number of housing developments that can use PACE to improve their energy efficiency and 

how the program can be used. Due to these limitations, we recommend that Ramsey County 

encourage affordable housing developers to find energy efficiency programs that work for their 

individual developments. There are a number of these programs with different requirements 

and benefits that have been introduced in this report. It is important that Ramsey County staff 

familiarize themselves with each program to assist in the education of affordable housing 

developers in the county. 

 

Improving the energy efficiency of an affordable housing development can lower the cost of 

utilities for the developer, allowing them to charge lower rents for residents or pay for other 

necessary capital improvements. Participating in energy efficiency programs can also increase 

the desirability of a building and lower its ecological footprint. While PACE financing may not be 

the first choice for most affordable housing projects in Ramsey County, we highly recommend 

County staff continue to encourage participation in energy efficiency programs and PACE 

financing when applicable.  
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Appendix A: Project Overview and Approach 

Project Overview 

This project was completed for the graduate level Housing Policy class at the Humphrey School 

of Public Affairs at the University of Minnesota, under the direction of Edward Goetz. The 

project was completed for Ramsey County in a partnership through the Center for Urban and 

Regional Affairs. 

Project Goals 

● Identify the applicability of PACE financing to increase affordability in multifamily 

housing. Identify incentives and other strategies that could be incorporated into Ramsey 

County’s PACE program that might encourage greater applicability of the program for 

multifamily residential developments. 

● Identify alternative energy efficiency programs for multifamily housing that have similar 

objectives to PACE. 

● Research case studies that demonstrate the use of the program in other locations 

nationally to help make the case to local developers for using the PACE program for 

multifamily residential projects in Ramsey County. 

Methodology and Research Process 

Precedent and Background  Research: 

In our background research, we searched for other reports and studies on the use of PACE for 

multifamily housing. Because the application of C-PACE for multifamily is relatively new, the 

success of this research was limited. We were able to rely on the PACE-nation website and a 

key report created by the federal focus group Energy Efficiency for all. The Reference section of 

this report provides a list of some of the reports most applicable to Ramsey County. 

Additionally, part of our background research was a deeper dive into the policies that created 

PACE originally and policy updates that have limited the application of PACE both at the state 

and Federal Level. Appendix D is a brief summary of PACE legislation in Minnesota.  

 

Case Study Research:  

Our initial research plan included compiling a set of case studies of PACE financed naturally 

occurring affordable multifamily housing. However, after finding there were very few instances 

and even less documentation of such examples, we instead researched reasons for this lack of 

information. We did gather some preliminary information on the few case of NOAH properties. 

These references are available in the “Reference” section of the report.  

18 



 

  

 We were also initially planning on completing a financial feasibility study of PACE financing for 

a multifamily building in Ramsey County. However, this property was receiving funding from 

HUD making it ineligible for PACE financing. Because of this we instead completed a case study 

on an already completed PACE project based on information from the SPPA. 

 

Interviews:  
Because the policies related to PACE and energy-saving programs are changing so quickly, much 

of our research was gathered via first hand interviews with a number of industry professionals 

working either directly on PACE policy and financing or with other related programs. The 

following is a list of the professionals who have contributed to this report:  

● Katherine Teiken, Energy Fellow at Minnesota Housing Finance Agency. Katherine works 

to provide standards and education services to property owners to incorporate energy 

efficiency into projects receiving funding through MHFA.  She was able to provide more 

information on other energy programs in the state, the feasibility of PACE, and how 

energy savings are related to housing affordability. 

● Jeremy Kalin,  Former MN State Representative, President and CEO of Eutectics, 

Founder of Kalin LLC. Jermey was one of the policy makers responsible for the initial 

legislation that enabled PACE in Minnesota. Eutectics provided consultant services to 

help initiate some of the first PACE projects in Minnesota.  

● Michael Linder , Loan Officer at  St. Paul Port Authority. Michael assists property owners 

interested in PACE financing and also processes the loans. He has extensive experience 

and information on the PACE application process and financing structure. He provided 

us with information on relevant PACE projects in Minnesota and some of the barriers 

associated with PACE financing.  

● Blake Hopkins, Vice President of Housing Development at Aeon. Blake works to create 

affordable housing throughout Minnesota. His insight into the connection between 

energy efficiency and affordability was valable. He also was able to provide us with 

information on the barriers to using PACE in an affordable housing deal.  
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Appendix B: PACE Projects with Multifamily Component 
Residential or Mixed-use Properties Participating in C-PACE in Minnesota 

Assessing 

City/County 

PACE 

Amount 
Project Type 

DATE 

APPROVED 

AMOUNT 

FUNDED 

DATE 

FUNDED 
$ Savings BTU's Saved Sq Feet 

Construction 

Jobs 

Minneapolis $26,500 Solar  $26,500 09/13/16 $1,500 42,000,000 2,058 1 

Minneapolis $110,000 Solar  $110,000 12/15/16 $2,000 54,000,000  1 

Hennepin/ 

Golden Valley $440,000 Solar 12/13/16 $440,000 02/03/17 $25,000 250,000,000 N/A 8 

Hennepin/ 

Golden Valley $185,000 Solar 04/18/17 $185,000 05/31/17 $6,500 190,000,000  2 

Hennepin/ 

Minneapolis $60,000 

Solar, lighting, 

doors, EV chrg 04/18/17 $60,000 05/23/17 $3,000 105,000,000 3,332 1 

St. Louis $16,000 HVAC, windows 05/16/17 $27,000 06/21/17 $2,600 100,000,000 3,420 1 

Blue Earth $850,000 HVAC, solar 07/18/17 $700,000 12/20/17 $51,000 1,500,000,000  9 

Minneapolis $56,000 Solar, lighting 09/19/17 $56,000 10/10/17 $4,000 120,000,000 6,678 1 

Ramsey $203,000 

LED lighting; 

solar 12/11/18   $18,500 530,000,000  2 

 

NOTE: Data provided by St. Paul Port Authority. Some of the properties on this list are mixed use buildings and the list may not be complete.  
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Appendix C: Pro forma Analysis of Mankato Apartment  
The following tables are meant to be used as a preliminary analysis of the cash flow and total 

operating costs and revenue of using PACE compared to not utilizing PACE. The information in 

the tables is based off of data retrieved from public city records and other publicly available 

sources noted on the spreadsheet; therefore the data may not reflect the actuals. 
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Appendix D: Summary of PACE Legislation in Minnesota  
Timeline:  

2010 - Minnesota passes initial PACE legislation to permit residential and commercial PACE programs 

2013 - Minnesota amends original legislation to add standards for cost effectiveness including the 

stipulation that the repayment of the PACE assessment must be paid back within 20 years.  

2017 - HUD announces that FHA will no longer guarantee PACE-encumbered mortgages 

2017 - Minnesota suspends residential PACE program after concerns related to predatory lending in 

other states with residential PACE programs. Commercial PACE is not affected. 

2017 - 2018 - Legislature forms Residential PACE Consumer Protection Legislation Task Force to resolve 

issues. Task force includes both private and public sector stakeholders 

2018 - Minnesota Legislature produces Residential PACE Consumer Protection Legislation Task Force 

Report 

2018 - New legislature passed on Residential PACE. Commercial PACE remains as is. 

 

Legislature's 2017 concerns with PACE financing for residential  

- Because PACE loans are a priority lien (meaning they supercede the first mortgage),if the 

homeowner defaults on the property tax payment this could result in foreclosure, even if the 

homeowner is current on their mortgage. Essentially the issue here is increased risk of foreclosure, 

thus a form of predatory lending. 

- Because the PACE loan stays with the property and not the homeowner, there is a concern whether 

this financing would affect resale value and/or refinancing options. 

- Finally, because PACE is another loan on the property and therefore increasing the Loan to Value 

ratio, there is a concern that the property will actually negative amount of equity. 

Updated legislature for residential PACE (commercial PACE was unchanged) 

- Changes to the lien position 

- PACE liens will be subordinate to all other liens on the property prior to the implementation of 

the PACE lien. 

- If the property does not have any mortgages on it, the PACE lien will be subordinate to the first 

mortgage. 

- PACE lien will be superior to all other liens that are recorded after the implementation of the 

PACE lien.  

- Increased transparency for consumer protection 

- Increased standards for underwriting 

- Increased standards for allowable contractors for energy improvements 

- Increased standards for education of homeowner including written notification of lien  

Issues with new legislation:  

- All of the important stakeholders in PACE agree that the financing will not work without the PACE 

lien in the priority position  

 

Source: Residential PACE Consumer Protection Legislation Task Force, “Report to the Legislature,” 

Minnesota Commerce Dept,  01/12/2018. http://mn.gov/commerce-stat/pdfs/pace-report-2018.pdf 
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