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Brown Demands Feds Preserve an Innovative And
Successful California Clean Energy Program

OAKLAND - Attorney General Edmund G. Brown Jr. today demanded that federal authorities keep their
hands off a popular California program that allows property owners to install solar panels and other energy
efficiency improvements and repay the cost later on their property taxes.

The voluntary program known as PACE (Property Assessed Clean Energy) has the ability to assist
thousands of California homeowners and businesses from Berkeley to Palm Desert in securing billions of
dollars to make their structures greener, reduce energy waste and shrink their utility bills.

"This is an enormously popular and powerful program that helps to drive the state's green economy and
creates thousands of jobs," Brown said.

Half the counties in the state either have such a program or are in the process of starting one. Sonoma
County alone has already financed more than 800 solar and other projects worth more than $30 million.

PACE is designed to encourage property owners to make energy efficiency improvements to their buildings,
such as installing solar panels or better insulation, through a 20-year tax assessment that is paid back
through their property taxes. If the property is sold before the bill is fully paid, the new owner takes over the
remaining payments as part of the property's annual tax bill.

Federal officials have sent mixed signals about federal support for the program, which was launched in
California. In a letter today, Brown insists that the Federal Housing Finance Agency must pledge it will not
interfere with California's successful operation of PACE.

"California’s program creates reliable markets for new green technologies,” Brown said. "It has put
Californians back to work installing and maintaining energy efficient equipment up and down the state.”

Brown's letter follows:

Edward DeMarco

Acting Director

Federal Housing Finance Agency
1700 G Street, N.W.

Washington, DC 20552-0003

Dear Acting Director DeMarco:
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Property Assessed Clean Energy (PACE) programs authorize local governments to finance energy
efficiency and renewable energy improvements to the benefit of homeowners and small businesses. In
California, PACE financing is not accomplished through loans in the traditional sense, but rather through
local governments’ long-standing and well-recognized powers to assess and tax. PACE programs in
California can assist thousands of individual participants statewide, help to drive the State's green economy,
and create thousands of jobs.

On May 5, 2010, Fannie Mae and Freddie Mac issued short, somewhat cryptic lender and industry advice
letters concerning PACE programs. While the advice letters do not expressly mention California PACE
programs, they have nonetheless caused confusion and concern among California PACE stakeholders. By
this letter, we request that the Federal Housing Finance Authority (FHFA) immediately confirm in writing that
the advice letters do not affect PACE in California.

As you are likely aware, the California Attorney General's Office at the end of last year began a discussion
with FHFA staff about PACE in California. During these discussions, your staff assured this Office that we
would continue to work together on issues related to PACE. Relying in part on this assurance, California has
invested substantial resources in PACE programs, consistent with the White House's "Recovery Through
Retrofit” policy document and with the express support of the Department of Energy. A substantial portion of
the approximately $300 million in Energy Efficiency and Block Grant funding, and a substantial portion of the
over $220 million in additional American Recovery and Reinvestment Act funds administered by the
California Energy Commission through its State Energy Program, have been dedicated to PACE programs.
Moreover, California recently passed legislation creating a $50 million state reserve fund that will allow
participating local governments to obtain financing for PACE on more favorable terms.

The disruption caused by Fannie Mae and Freddie Mac's recent actions may have serious financial
implications for participating local governments and the thousands of homeowners and small businesses
currently participating in these programs in California. To take just one example, Sonoma County, through
its PACE program, already has financed over 800 energy improvement projects. But the repercussions will
be wider still. PACE programs in California create reliable markets for new technologies in energy efficiency,
renewable energy, and water efficiency. They thus support green manufacturing jobs and thousands of
additional jobs associated with installation and maintenance of energy efficiency and renewable energy
projects. Now is not the time to create unnecessary uncertainty in these important emerging businesses and
industries.

Based on our recent conversation with your General Counsel, Alfred Pollard, we understand that the May 5,
2010, letters were not intended in any way to signal a change in the position of FHFA, Fannie Mae or
Freddie Mac regarding PACE in California. Accordingly, we request that FHFA immediately confirm in
writing that participants in California PACE programs are not in violation of Fannie Mae/Freddie Mac Uniform
Security Instruments prohibiting loans that have a senior lien status to a mortgage. We are open to
discussing with you what form that confirmation should take, including, but not limited to, withdrawal of the
May 5, 2010, letters.

We would prefer not to have to pursue some form of declaratory relief to resolve the confusion, but, because
of the importance of the issue to California, we certainly reserve that as an option if a clear and unequivocal
response is not forthcoming.

Once this immediately pressing matter is resolved, we look forward to discussing with you what longer-term
solutions may be warranted to foster the continued responsible development of PACE programs in
California.

Sincerely,

EDMUND G. BROWN JR.
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