
 

Request for City Council Committee Action 
from the Department of Community Planning & 

Economic Development - CPED 

 
Date:   November 18, 2013 
 
TO:   Council Member Elizabeth Glidden, Chair, Regulatory, Energy &  
   Environment Committee 
 
Referral to:  Council Member Lisa Goodman, Chair, Community Development  
   Committee 
 
Subject:   Authorizing a Joint Powers Agreement Between the City of Minneapolis  
   and the Port Authority of the City of Saint Paul to Facilitate the  
   Property Assessed Clean Energy (PACE) Program for the City of  
   Minneapolis. 
 
Recommendation: It is recommended that the City Council: a) Authorize the 
execution of the Joint Powers Agreement between the City of Minneapolis and the 
Port Authority of the City of Saint Paul; b) Adopt the attached resolution 
designating the Port Authority of the City of Saint Paul to implement and 
administer the PACE program on behalf of the City of Minneapolis and c) Direct 
City staff to take the necessary actions to implement and administer the PACE of 
Minnesota financing program for City of Minneapolis projects including the 
imposition of administrative fees. 
 
Previous Directives:  None. 
 

Prepared by:  Bob Lind, 673-5068 
Approved by: Charles T. Lutz, Deputy Director CPED      ___________________________ 
Catherine A. Polasky, Director, Economic Development   ___________________________ 
Presenters in Committee:  Bob Lind 
Funding Source and Appropriation 
Language Reviewed by Development Finance:      __N.A._________________________ 
 

Reviews 
Permanent Review Committee: Approval _N.A.__ 
  

Financial Impact 
Other financial impact:  None.  There is no financial impact on the City of Minneapolis, 
program related revenue bonds will be issued by the Port Authority of the City of Saint 
Paul, and project costs will be 100% assessed to the participating property owners. 
Community Impact 
Neighborhood Notification: Not applicable at this time, will occur when  



property owners request PACE financing. 
City Goals: The City’s participation in the PACE of Minnesota program will help to achieve 
the Jobs and Economic Vitality goal of businesses start here, stay here and thrive here and 
the Eco-Focused goal of clean, renewable energy sources successfully integrated. 
Comprehensive Plan:  Not applicable at this time. 
Zoning Code:  Not applicable at this time. 
 
Supporting Information: 
 
The Property Assessed Clean Energy (PACE) financing effectively allows property owners to 
borrow money to pay for energy improvements.  The amount borrowed is repaid via a 
special assessment on the property over a period of years.  The State of Minnesota 
authorized local governments to establish such programs in 2010 (Chapter 216 - H.F. 
2695) allowing cities to offer PACE financing programs for energy conservation 
improvements, including certain renewable energy systems.  Subsequent legislation in 
2010 (Chapter 389 - H.F. 3729) allows a local government to designate another authority 
to implement such a PACE program for a city.  In 2013 the State expanded the definition 
for energy improvements and extended the time period on financing terms up to 20 years 
(Chapter 85 – H.F. 729 and Chapter 143 – H.F. 677).  Energy financing stakeholders are 
reviewing additional modifications to the State PACE legislation for future improvements to 
the program. 
 
In November 2011, the City of Edina adopted the first PACE program in Minnesota,  
with their Emerald Energy Program providing PACE financing for commercial properties  
for certain efficiency and renewable energy technologies. A number of subsequent  
meetings among stakeholders came to the conclusion that a more regional or state- 
wide approach provided better economies of scale than the city-by-city model of PACE.   
The result of these discussions was the creation of the PACE of Minnesota (PACEMN)  
program that is being implemented and administered by the Port Authority of the City  
of Saint Paul (SPPA).  In addition to Minneapolis, the SPPA is enrolling other cities  
across the State of Minnesota in the PACEMN program, including most recently Eagan,  
Cottage Grove and Eden Prairie. 
 
The PACEMN program is a financing tool that allows for up-front, private capital to pay  
for building upgrades that facilitate clean energy improvements.  Clean energy  
improvements can include building-related energy efficiency improvements such as 
upgraded lighting systems and mechanical systems and renewable energy systems such as 
solar thermal and photovoltaic systems.  The maximum amount of any PACE loan is 
limited to no more than 10 percent of a building’s assessed value.  The program is 
currently focused on commercial, industrial and nonprofit buildings.  A building owner has 
various options for financing clean energy improvements, with PACE financing offering a 
number of benefits: 
 
1. Many building owners lack capital to do energy improvements, especially for renewable 

energy projects.  PACEMN has the ability to provide upfront, long-term financing to 
building owners; 
 

2. Owners often want to sell the building before an energy upgrade loan is fully repaid.  
The PACEMN obligation is attached to the property and therefore may transfer to the 
new owner.  In other instances, the PACE loan may be paid off as a negotiated part of 
the sale. 

 
3. Many owners feel energy improvements don’t yield an adequate return on investment.  

The PACEMN program requires projects to be cash flow positive; financing is structured 
so that energy savings more than offset the additional property tax assessment. 

 



4. Owners are often uncertain that energy savings will perform as advertised.  PACEMN 
will employ a third party administrator to review all projects to ensure that energy 
savings pay for the investment over the term of the assessment.  It is also more 
common to see contractors providing an energy savings guarantee behind the 
installation of the energy improvements. 

 
5. Owners often need tenants to share in the costs of energy upgrades.  As the energy 

improvement loan is repaid through the property tax bill, the energy savings as well as 
the PACEMN property assessment payments can be passed along to tenants through 
the typical lease. 

 
The PACEMN program is a special assessment-backed loan to pay for a variety of energy 
efficiency improvements that are permanent improvements to the building.  The PACEMN 
program provides the loan, and the building owner voluntarily agrees to repay that loan 
over 5-15 years on their property taxes.  Depending on the size of the project, a typical 
loan interest rate for projects would vary from 5-7%.   

The proceeds for the PACEMN loans are made available through the issuance of a municipal 
revenue bond.  The SPPA has authorized the issuance of up to $10 million in taxable 
revenue bonds to jumpstart the program across the State of Minnesota with Bremer Bank 
as the initial institutional buyer providing the capital for the individual loans.  Additional 
lenders and other energy financing organizations may also be involved in PACE financed 
projects.  The revenue bonds are secured by the special assessment on the applicant’s 
property.  The repayment of the PACE loans is not an obligation by the City of Minneapolis 
and there is no financial liability. Any funder of the revenue bonds, whether Bremer Bank or 
some other financial institution, will not be able to call upon the City or the SPPA to make 
up for a shortfall in collected special assessments.  However, the SPPA has agreed to fund a 
debt service reserve to be held at Bremer Bank that can be used to make debt service 
payments in the case of a shortfall.  Some necessary requirements of the PACEMN program 
include: 

• Each participating city must approve and institute a PACE program. 
• The building owner must make a request to participate in the PACE financing. 
• Each PACE application must be approved by the City Council.  Individual building 

owners who request PACE financing will need to have their proposal reviewed by 
City staff with City Council approval before implementing the special assessment on 
the property.  The City may impose administrative fees to implement and process 
the special assessment.  The City’s obligation is to enforce and collect the special 
assessment just as it does with any other special assessment. 

• The building must undergo an energy audit. 
• The project must be deemed cost effective with annual energy savings greater than 

the annual cost. 
• An engineer must verify performance after installation. 

It is staff’s recommendation that the City of Minneapolis move ahead with the joint powers 
agreement that will enable the City of Minneapolis to participate in the PACE of Minnesota 
program, thus putting the City of Minneapolis in a position to be able to offer Minneapolis 
building owners the option of financing their energy improvements with PACE financing 
should they opt into the program.  Building owners have a number of options for financing 
their clean energy improvements with PACE being just one of many options.  By taking this 
action at this time, the City of Minneapolis is positioned to respond to a request from a 
building owner who wishes to pursue PACE financing.  Each individual PACE request will 
need to be reviewed by City staff and return to the City Council for additional action. 

 

PACEMN City Council Report 


