Milwaukee Shines Solar PACE Loan Program
 PROGAM MANUAL FOR INSTALLERS
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Introduction

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.  

State of Wisconsin Enabling Statute: 66.0627(8).  The legislative text can be found here: www.legis.state.wi.us/statutes/Stat0066.pdf on page 71.

The Milwaukee Shines Solar PACE Loan Program was signed into law on March 11, 2010 by Mayor Tom Barrett.  It can be found in the Milwaukee Code of Ordinances under 304-26.5.  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 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, labor and permits (electrical, plumbing and building) directly related to the installation of solar electric or solar hot water systems.  Structural reinforcement expenses are eligible up to $500. Homeowner must ensure that the solar energy system qualifies for a Focus on Energy reward and is installed as per the “System Requirements” in the Focus Solar Electric and Solar Hot Water Cash Back Reward Pre-Approval Applications:  www.focusonenergy.com/Incentives/Residential/Renewable/default.aspx
Ineligible expenses include: other energy efficiency upgrades, re-roofing, solar site assessments, structural analysis or any other pre-incurred expenses. 
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: 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: www.we-energies.com/residential/energyeff/solarsystem_incent.htm
· Federal Investment Tax Credit (ITC): 30% for both technologies: 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-served 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. 

Installer Qualifications

· Installer is listed on Focus on Energy’s list of “Full-Service” Installers. To learn how to get on the list click here: www.focusonenergy.com/renewable/full-service/become_installer.aspx
· Installers is bonded and insured. New Installers would obtain insurance when the first job arises. At the point of application the City/NIDC will cross reference the Applicant’s chosen Installer with the internal list of bonded and insured Installers.  

· Contractors performing work in the city of Milwaukee must meet both state and local contractor credential and permitting requirements.

· The City of Milwaukee requires a license for any home improvement contractor.  This includes, but is not limited to, roofing, walls, siding, windows, doors, floors, HVAC, electrical, plumbing, concrete, painting and sheet metal. Licensed master plumbers licensed under the statutes of Wisconsin and licensed electrical contractors licensed by the city need not obtain home improvement contractors’ and salespersons’ license, but shall comply with all other ordinance provisions. Information on city licensing requirements can be found at: www.city.milwaukee.gov/LicensesPermits#eh.  

· Permits are required for solar installations on single-family homes. Depending on the installation and scope of work, required permits include: electrical, plumbing, and Uniform Dwelling Code building permit for any structural alterations, such as the roof top installation of solar panels.  NOTE:  In accordance with the Wisconsin Department of Commerce credential requirements, any business performing work on a 1 or 2 family dwelling that requires a Uniform Dwelling Code building permit and is the responsible party for obtaining the permit, is required to have a dwelling contractor certification and employ someone who holds a dwelling contractor qualifier certification. Information regarding Wisconsin Department of Commerce Certification, Registration and License requirements can be found at: commerce.state.wi.us/sb/SB-DivCreds.html.

Installer Requirements
To participate as an Installer under the Milwaukee Shines Solar PACE Loan Program the Installer must:

· Be able to front the cost of the equipment as he or she will not be paid until after the installation has passed City electrical/plumbing/building Inspection.   
· Be able to provide basic structural calculations or obtain structural calculations from a knowledgeable person.  NOTE:  The cost of a structural analysis is the responsibility of the Applicant and cannot be bundled into the loan.  Workshops for Installers on what to look for and how to do simple calculations to be used in the building alteration plan review process will be conducted.  However, in the meantime, Installers that participate must apply for the building permit and be able to show the roof will support the panels. 
· Provide an approved scope of work.  Under this program, eligible expenses include: all equipment, labor, and permits (electrical, plumbing, building) directly related to the installation of solar electric or solar hot water systems.  Structural reinforcement expenses up to $500 are eligible. Ineligible expenses include: energy efficiency upgrades, re-roofing, and structural reinforcements exceeding $500.

· Complete pre-approval incentives paperwork for Applicant in the beginning and “Notice of Installation” paperwork once installation is completed.

· Complete and submit applications for relevant permits.  

· Building alteration permits will be issued AFTER the plan receives a favorable review, and in the case of a historically designated property, when a Certificate of Appropriateness (COA) has been issued.  

· Fee will be charged for permit at current rate of 1% of the cost of construction or less - to be determined by City of Milwaukee Department of Neighborhood Service (DNS).

· Before any work can commence, all related permits must be issued (i.e. construction, electrical, plumbing, HVAC)

· On the City’s website there is guidance for solar hot water/plumbing Installers.  www.city.milwaukee.gov/FORMS3705.htm#PlumbingBond
· Licensed electricians in Milwaukee must have the state certification, pay a fee and provide proof of insurance - but no additional testing is required. Once the new state law takes effect in 2013, municipal licensing requirements will end.

· For Building Alteration Permit Provide:
· Section of the existing roof showing the attachment and existing structure (including rafter size, spacing, span, grade and species of lumber, etc.)

· Catalog cut sheets of the solar device and the weight of the system

· Structural calculations that demonstrate that the structure is capable of supporting the additional weight imposed by the new equipment

· Site plan and placement plan showing the location of the solar energy system on the lot and the design of the solar energy system.  Placement plan should include any improvements, landscaping or other features on adjoining lots that impacts the location of the solar system being proposed

· For Homes with Local Historic Designation Provide:
· Certificate of Appropriateness (COA) 






The Milwaukee Historic Preservation Commission (HPC) 





is responsible for designating historic landmarks and 





historic districts and for approving applications for 






permission to alter historic buildings. No changes which 





require a building permit may be made to the exterior 





unless the owner first obtains a Certificate of 






Appropriateness from 
the Historic Preservation 






Commission.  Projects that require full review by the HPC 





may take 6-8 weeks to obtain a determination. Staff can 





review some projects without full HPC review.  Contact the 




HPC office at (414) 286-5712 for additional information.

· For Plan Review:



Installers will submit permit application and plan materials to the 



Development Center. Applications can be mailed or contractors 



may contact a plan examiner at (414) 286-8210 to make an 




appointment.  No fee will be charged for plan review for projects 



participating in the Milwaukee Shines Solar PACE Loan Program 



(this is subject to change).
Upon successful completion of installation, Installer is responsible for contacting the City of Milwaukee to arrange for inspections. 

Required Underwriting Criteria for Applicants 

This section is included in the Program Manual for Installers so that Installers know what criteria go into a successful loan application.  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.

· Has property insurance policy for home.

· Site assessment report indicates that site has no less than 15% shading.

· 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 10 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 the homeowner meets one of the above four benchmarks, contact Focus on Energy (800)762-7077 / Focusinfo@focusonenergy.com
Required Step-by-Step Process

If questions arise during the pre-application stage, refer to the Program Manual or application instructions found at www.MilwaukeeShines.com, email Andrea Luecke at aluecke@milwaukee.gov , or call Andrea at 414-286-5593. To inquire about the status of the loan application, contact Suzanne Hanson at shanso@milwaukee.gov or 414-286-8542.
The following steps must be completed by the Applicant/Installer:

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:  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.  Shading that exceeds 15% does not qualify for this loan program.
2. Applicant gets at least two installation “cost quotes” from installers on the Focus on Energy list of “Full-Service” Installers. From the two installer quotes, the Applicant selects one Installer.  The selected Installer’s quote must contain:

a. Itemized costs of equipment and labor, 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. 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.  Call or email Focus on Energy to find out if the homeowner qualifies for Efficiency First incentives: (800) 762-7077 or Focusinfo@focusonenergy.com.
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 project plan review.  DISCLAIMER:   It is the Homeowner’s responsibility for ensuring the roof can support the added weight of the solar installation.  Structural calculations must be provided by either a structural engineer or a knowledgeable installer.  

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.  

c. 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. 

d. 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. 

e. Once contract is signed, Participant enters into contract with Installer to: 
a.  “Pull” permits 

b.   Install system

c.   Arrange for We Energies to interconnect solar electric systems

d.   Arrange for City Inspectors to inspect installation
e.   Ensure that City permits are “closed” 

f.         Submit Notice of Installation Form to Focus on Energy

g.   Receive final incentives confirmation from Focus on Energy 

h.   Receive final work approval from the Participant

f.       Participant calls NIDC to verify and confirm that the above steps took place and that the installation is complete.  The Participant approves that the check is paid to the Installer.  While on the phone, NIDC confirms (via computer) that permits are “closed” and arranges for check to be cut to the Installer. 

g. 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 arranges 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.

h.    NIDC sends Participant annual statement of loan balance and interest paid.
   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.  

i. Application Process - Flowchart

[image: image6]
Frequently Asked Questions for Installers

Question:  Who do I contact if I have a question?
Answer:  If questions arise during the pre-application stage, refer to the Program Manual or application instructions found at www.MilwaukeeShines.com, email Andrea Luecke at aluecke@milwaukee.gov , or call Andrea at 414-286-5593. To inquire about the status of the loan application, contact Suzanne Hanson at shanso@milwaukee.gov or 414-286-8542.

Question:  Do I have to be a City of Milwaukee Installer to participate?  

Answer:  Not at this time, though we encourage homeowners to solicit bids from local installers and contractors.
Question:  Do I have to be on the Focus on Energy list of Full-Service Installers to participate?

Answer:  Yes.

Question:  How do I get on the Focus on Energy list of  Full-Service Installers?

Answer: Contact Focus on Energy www.focusonenergy.com/renewable/full-service/become_installer.aspx
Question:  Do I have to be NABCEP licensed?  

Answer: Not at this time.

Question:  When will I receive payment?

Answer:  Once the installation is approved and permits are closed (as per Page 11 Step 7) a check will be issued by NIDC within ten business days.
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:  I am an Installer who also wants to be a loan Applicant – can I apply?

Answer:  Yes.  This program is open to City of Milwaukee homeowners who qualify.
Question:  Does my site assessment report need to contain the percentage of shading?

Answer:  Yes.  If a site has more than 15% shading it will not be eligible.  

Question:  Do my installation quotes need to contain basic structural calculations?

Answer:  Yes.  A workshop will be conducted to address this new requirement.  In the meantime, structural calculations will be accepted from a structural engineer or knowledgeable person, but the costs incurred in obtaining a structural analysis may not be bundled into the loan.
Question:  Is a home that Focus on Energy indicates in their incentives pre-approval letter as not qualifying for “Efficiency First” incentives still eligible for this program?

Answer:  No.  The pre-approval letter must indicate that the homeowner qualifies for “Efficiency First” incentives.
Resources for Installers
Milwaukee Shines: www.MilwaukeeShines.com
Focus on Energy:  www.focusonenergy.com/
We Energies:  www.we-energies.com/
Midwest Renewable Energy Association:  www.the-mrea.org/
NIDC website: www.mkedcd.org/housing/nidc/index.html
City of Milwaukee Permitting Department:

PV:  www.ci.mil.wi.us/Electrical
        www.mkedcd.org/build/pdfs/EAppElect.pdf
SHW: www.ci.mil.wi.us/DNSplumbing
City of Milwaukee Treasurers FAQs: www.city.milwaukee.gov/FrequentlyAskedQuest1999.htm
For Background on PACE
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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