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Sustainable Financing

A tool for municipalities to support 

energy efficiency retrofits and 

renewable energy projects
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Why pursue sustainable financing?

1. Increasing efficiency in homes can help meet GHG targets

2. Financing can be complementary to existing incentives and policies
• Every province has some form of incentives for efficiency

• Incentives improve attractiveness of efficiency upgrades

• Financing provides the capital needed for homeowners to act

3. Investing in efficiency supports multiple municipal goals
• Improve housing stock and affordability

• Local economic growth

However, Financing programs can be challenging to deliver, requiring 
flexibility and iteration to get right! 
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Financing programs can address homeowner barriers

ACCESS TO CAPITAL
Short payback periods are often 
favoured, to the detriment of capital-
intensive projects.

COMPETING CAPITAL 
PRIORITIES

Homeowners have to choose between 
competing projects (e.g. prioritizing 
cosmetic renovations over efficiency).

CUSTOMER DEBT 
LIMITS

High levels of existing debt is a barrier to 
financing new projects.

UNCERTAINTY

Projects have risks, including: 

1) actual savings / generation may 
underperform estimates

2) potential budget / time overruns

3) the value the property gains from 
improvements

OCCUPANCY 
DURATION

Uncertainty with respect to the length of 
ownership or tenure in a home or rental 
unit.  

TIME & DISRUPTION

Programs require time to navigate the 
application processes and find and 
coordinate contractors. The home 
environment can also be disrupted.

SUPPLY CHAIN 
CONSTRAINTS

Technologies are often poorly understood 
among key market actors (e.g. 
contractors, engineers, equipment 
suppliers and retailers).  This can lead to 
higher prices and uncertainty.

SPLIT INCENTIVES
Benefits may not accrue to the party who 
paid for the retrofit; commonly the case 
between tenants and landlords. 
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Common Barriers to Efficiency Improvement Faced by Homeowners
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Two categories of sustainable financing tools exist

Repayment Vehicles

• Property Assessed Clean Energy (PACE) 
• Utility On-Bill Programs (OBF/OBR)
• Specialized Loans or Leases
• Unsecured Loans

Credit Enhancement

• Loan Loss Reserve
• Loan Guarantees
• Interest Rate Buy Downs
• Co-lending
• Warehousing



Go wide, or go deep?
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Having a financing program does not guarantee success
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There are a number of program design factors that can limit financing program 
uptake and impact:

Financing programs must be designed with these in mind.

Potential Program Pitfalls

High cost of capital Limited term lengths

Process disconnects Ineffective marketing

Restrictive underwriting criteria Complex applications
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PACE/LIC program can support various sectors

Eligible Buildings

Eligible Measures

How It Works

• Offers access to long-term financing with a fixed 

interest rate;

• Provides financing secured by a tax lien on the 

property (i.e. transferrable); and

• Is typically repaid through a line item on the 

municipal property tax bill, allowing for more 

relaxed underwriting.

Commercial Farm Land

Multi-Family Non-Profit

Industrial

Property Assessed Clean Energy (PACE) financing has 

emerged as an increasingly popular tool to accelerate 

the adoption of energy efficiency (EE) and renewable 

energy (RE) technologies.

In Canada, PACE-type programs utilise the Local 

Improvement Charge (LIC) mechanism to attach a 

voluntary special tax to the property.
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Residential and commercial PACE are different

Commercial Farm Land

Multi-FamilyNon-Profit Industrial

Commercial PACE (C-PACE)

• Larger project loans ($100k - $500k)

• Typically custom measures

• Participants are more sophisticated

• Mortgage lenders approve of the loans

Residential PACE (R-PACE)

• Smaller project loans ($20,000)

• Often prescriptive measures

• Participants are less sophisticated

• Can be an issue with mortgage lenders
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Residential



Municipalities are a key actor in PACE programs

Program 
administrator

(can be the municipality)

Property
Owners

Municipalities

Mortgage
Holders

Capital
Providers

Repayment

Repayment

Provide Consent

Loan

Qualified
Contractors

Work 
Performed

Work
PaidApply to Program

Approval

Municipalities play a key role in de-

risking PACE financing by placing 

property tax assessments.

Municipal Involvement in a PACE 

program can span from:

o Light touch: Pass ordinance and  

collect payments (private 

admin), to:

o Deep involvement: Administer 

the program and provide 

capital.
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U.S. experience with PACE: An overview

In the beginning: 

• First programs in 2008-2010

• Primarily administered by municipalities 

• Limited to moderate volumes

Today: 

• 30+ States passed enabling legislation

• 50+ programs operating
• Mix of third party and public administrators

• C-PACE programs are more common, and 

almost always 3rd party admin.

• California leads the R-PACE market with 

over $4B in volume

• Consumer protection legislation restrained 

the R-PACE market (2018)

R-PACE C-PACE

Number of projects 235,000 2,020

Loan volume (M USD) $5,608 $1,108

Job created 47,000 16,600
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U.S. experience with PACE: Lessons from a few case studies

California PACE

• The state treasury established a 

$10M LLR to cover mortgage 

lender losses resulting from PACE 

defaults

• HERO PACE developed a quick 

approval (kitchen table) App 

and marketing to drive massive 

volumes of PACE loans

• Joint powers authority allowed 

multiple municipalities to offer 

the same program.

Vermont PACE

• Initial uptake was slow

• The state-wide program needed 

towns to enact PACE districts

• It underlines the difficulties of 

small towns becoming PACE 

administrators and the need for 

simple application processes

Maine PACE

• Efficiency Maine administers the 

loan program on municipalities 

behalf

• They used a standard ordinance 

that any municipality of county 

could apply

• Incentives were dropped when 

financing was introduced, 

causing a major drop in retrofits

Lessons learned

• De-risking can unlock a market

• Marketing and contractor buy-in 

are keys to success

Lessons learned

• A regional PACE administrator 

can support small towns

• Heavy requirements can inhibit 

uptake

Lessons learned

• Rebates and financing should 

be combined, at least in the 

short term



Four provinces/territories (ON, NS, AB, YT) 

have enabling legislation in place, and 

some PACE programs are in operation:

• Yukon REPT PACE
(solar, wind and hydro)

• Alberta CEIP
(entering pilot phase)

• Toronto HELP 
(single family)

• Toronto HiRIS 
(multi-family)

• Quebec FIME R-PACE Pilot* 
(concluded)

• Halifax Solar City 
(solar thermal and PV systems only)

*Quebec does not have enabling legislation for PACE 17

PACE programs exist in Canada
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Community EcoEfficiency Acceleration Program (CEAP)

$300 million for grants, loans and 

capacity building

Municipally led or sponsored 

innovative financing programs

Accelerating residential energy 

efficiency and/or on site 

generation projects 

Potential for environmental, 

economic and social benefits

CEAP program delivered through 

the Green Municipal Fund

Include funding and capacity 

building for municipalities and 

their partners

Support the assessment, design or 

implementation of innovative 

financing approaches
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