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May 6, 2019 

 

 

Consumer Financial Protection Bureau  
Comment Intake  
1700 G Street, NW 
Washington, DC  20552 
Email: PACEFinancingANPR@cfpb.gov 

Re:  Comments on Residential PACE Financing; Docket No. CFPB-2019-0011; RIN: 3170-AA84 

Dear Sir or Madam,  

I am writing on behalf of the California and Nevada Credit Union Leagues (Leagues), one of the largest 
state trade associations for credit unions in the United States, representing the interests of more than 260 
credit unions and their approximately 10.7 million members.  

The Leagues appreciate the opportunity to comment on the Advanced Notice of Proposed Rulemaking 
(ANPR) related to Residential Property Assessed Clean Energy (PACE) Financing. As the Leagues have 
expressed to the Bureau for several years, PACE financing programs are wrought with consumer abuse. 
We see this when credit union members can no longer afford to stay in their home because they are 
unable to make the increased tax payments along with their mortgage payment. While California has 
implemented legislation to protect consumers, we find that consumers continue to enter into PACE 
financing arrangements that they do not understand and cannot afford.  

The Leagues encourage the Bureau to make issuing strong regulations governing PACE loans a high 
priority. We respectfully offer the following comments to help inform the Bureau in this effort.  

Consumer Abuses.  

It is important that the Bureau understand the issues and problems. Many of these issues stem from the 
fact that the contractors who will get the work are the ones selling the loans door-to-door or by phone. 
PACE contractors often push projects on homeowners that don’t understand what they’re getting into and 
the contractors sign them up for loans they can’t afford. These abuses should be addressed with strong 
restrictions on PACE solicitors combined with strong ability to repay and transparent disclosure 
requirements.  

Another avenue of abuse is the process of contractors “stacking” liens – the practice of offering 
consumers multiple PACE liens under different financing companies, which compounds unaffordability. 
One news story, dated Nov. 27, 2018, chronicles an elderly person’s experience with PACE lenders and 
how he ended up with four PACE loans and four liens on his home. “He lives on $11,000 in annual Social 
Security income. But because of the PACE loans, he’s seen his yearly property taxes jump from $300 to 
$17,000.”1 Similarly, contractors may “split” PACE financing into two or more loans to disguise the 
affordability of the product. The Bureau should require PACE administrators establish a database of all 
PACE loans to prevent stacking and splitting of PACE loans. 

 

 

                                                           

1 https://calmatters.org/articles/pace-loans-senior-homeowner-scams/ 
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A more recent problem observed in California is contractors pressuring homeowners to take on projects 
that are ineligible and to then lie to lenders about the projects and whether they’re completed. Under 
California law, PACE loans can be used only for items that generate renewable energy, save energy or 
water, protect against earthquakes or wildfires, or to install an electric-car charging station. For examples 
of this abusive practice, see Los Angeles Times article, dated February 7, 2019, “Echoes of the Subprime 
Era in Energy Efficiency Lending.”2 The Bureau’s regulations should place strong restrictions and training 
requirements on PACE solicitors and should require inspections of all projects to make sure they are for 
approved work only and that the work is finished. 

Notification to Lenders 

As member-owned financial institutions, credit unions are the original consumer financial protectors. 
Unfortunately, with PACE programs, credit unions generally are unaware that their members have PACE 
liens on their homes until a member falls behind on their mortgage payments, or their impound account is 
insufficient to pay their property tax assessment, or the member cannot sell or refinance their home due 
to the excessively high loan-to-value or (in California) the super-priority lien.  

PACE financing is serviced and collected by tax assessors in various counties. There is no process or 
requirement for county tax assessors or PACE program administrators to notify other lien holders. 
Because of this lack of notification, the mortgage lender or servicer is unaware of the borrower’s 
increased tax burden. When the borrower has taxes collected and paid through their mortgage impound 
account, and the lender or servicer is not notified of the increased tax assessment, then insufficient funds 
are collected. This causes a shortage in the impound account and the borrower must come up with 
additional funds to pay their tax assessment.  

The Leagues strongly urge the Bureau to include a notification requirement in their rulemaking. That is, 
PACE program administrators should be required to notify all other lien holders of the new PACE 
assessment and the annual payment amounts. With proactive notification, credit unions will be in a better 
position to reach out to their members and assist them to ensure they are able to make the increased tax 
assessment payments and not place their homes in jeopardy.  

PACE Financing Definition 

Section 307 of the Economic Growth, Regulatory Relief, and Consumer Protection Act (EGRRCPA) 
defines PACE financing as ‘‘financing to cover the costs of home improvements that results in a tax 
assessment on the real property of the consumer.’’ 

When a home equity line of credit (HELOC) is used to substantially improve a property, such as adding a 
bathroom or remodeling a kitchen, the county assessor's office may reassess the value of the property, 
resulting in a tax assessment that is not connected in any way to the loan transaction. The Leagues 
strongly recommend the Bureau’s regulation is clear and focuses solely on loans where repayment of the 
debt is made through tax assessments rather than directly to the lender or loan servicer. 

California Law 

California is one of the few states with a super-priority residential PACE lending program, which, if left 
unregulated, could cause wide-spread difficulties in the housing market and harm countless consumers. 
Consumers must be fully informed and understand that a tax lien is still a loan that must be repaid, and 
PACE providers must be required to conduct due-diligence to ensure homeowners can afford the loans 
they are being sold.  

California has passed several laws over the last few years regarding PACE financing. In particular, AB 
2693 (Chapter 618, Statutes of 2016), AB 1284 (Chapter 475, Statutes of 2017) and SB 242 (Chapter 
484, Statutes of 2017) which require oversight of PACE providers (including PACE program 
administrators, PACE solicitors, and PACE solicitor agents), require PACE providers to consider a 

                                                           

2 https://enewspaper.latimes.com/infinity/article_share.aspx?guid=295515a4-d218-4c48-8cdd-d63281559852 
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homeowner’s ability to repay before approving loans, and require financing disclosures to the homeowner 
along with a three-day right to cancel the contract.  

Many of the requirements became effective in 2018 and 2019; however, we continue to hear stories of 
abuse. The California Department of Business Oversight (DBO) is in the process of drafting regulations. 

Recommendations 

The Leagues encourage the Bureau to make issuing strong regulations governing PACE loans a high 
priority and to consult with the California DBO in drafting regulations. At a minimum, the Bureau’s 
rulemaking should: 

• Clearly require federal Truth-in-Lending Act protections for residential PACE loans, including “Ability-
to-Repay” (ATR) and “Know Before You Owe” rules. 

• Require determination that the property owner can afford to repay the PACE financing before any 
home improvement contract and related PACE assessment contract is signed, and before any home 
improvement work begins. 

• Ensure the debt-to-income ratio does not exceed what is currently required for a traditional loan, as 
PACE financing in California establishes a super-priority lien over the entire property, placing other 
lenders at risk. 

• Place strong restrictions and training requirements on PACE solicitors. 

• Require a database of all PACE loans to prevent stacking and splitting of PACE loans. 

• Prohibit financing of ineligible property improvements and require inspections of all projects to ensure 
they are for approved work only and that the work is finished. 

• Ensure homeowners have a three-day right to cancel. 

• Require PACE program administrators to notify all other lien holders, at the time the PACE 
assessment contract is signed, of the new PACE assessment and the annual payment amounts. 

• Ensure that any type of PACE-related financing, regardless of the name it is marketed or sold under, 
is included under the Bureau’s regulations.  

• Provide for strong enforcement action for PACE providers that violate the regulations. 

• Ensure the Bureau’s PACE regulations pre-empt state laws, unless a state has set higher standards.  

Conclusion 

The Leagues thank the Bureau for the opportunity to comment on the Residential PACE Financing ANPR 
and for considering our views and recommendations. If you have any questions regarding our comments, 
please contact me.  

Sincerely, 

 

 

 

Diana R. Dykstra 
President and CEO 
California and Nevada Credit Union Leagues 
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