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*Bonus Track: The innovative policy approach contemplated in this paper can also
be used to establish a fully-capitalized National Climate Infrastructure Bank–under
existing authority and without the need for new state or federal appropriations
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The administrative model contemplated in this paper is based on the efforts of established
assessment-based financing programs for drinking water wells, septic tanks and clean
energy. Praise is due to the administrators of these financing programs in particular:
•
•
•

Anoka County, Minnesota’s Well/Septic Loan Program1
Delaware’s Septic Rehabilitation Loan Program2
Sonoma County, California’s Energy Independence Program3

Collectively, these three residential water and energy financing programs provide the
roadmap for how a Healthy Home Loan Program (“HHLP”) can be implemented at the
state or local level in all 50 states, without any new state or federal appropriations.
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See: https://dnrec.alpha.delaware.gov/environmental-finance/septic-rehabilitation/
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See: https://sonomacountyenergy.force.com/financing/s/
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Executive Summary – Why Do We Need Healthy Home Loan
Programs?
Homeowners in Flint, Michigan and across the United States need new drinking water
infrastructure. At the same time, millions of low-income homeowners are burdened with
high energy costs and cannot afford to upgrade their homes with commonsense energyefficiency technologies.
The private sector is best positioned to provide financing to a majority of homeowners,
specifically those who meet the necessary underwriting criteria and can afford it. However,
for low-income homeowners who do not have access to an affordable consumer loan,
home equity loan, or residential PACE assessment, financing options can be extremely
limited. For these families, a Healthy Home Loan could be the only way for them to stay
warm in the winter and have clean water to drink.
The Healthy Home Loan Program contemplated in this paper is an assessment-based,
home-improvement financing program for low-income homeowners who cannot access
other forms of affordable financing. It is based on a simple idea. HHLP connects the lowcost capital and financing capacity that exists in every state’s Clean Water State Revolving
Fund (“CWSRF”) and Drinking Water State Revolving Fund (“DWSRF”) with the
repayment security of the property tax bill. Just like other assessment-based financing
programs for septic tanks and drinking water wells, upgrades are 100% voluntary and
eligible homeowners participate in the program by expressing interest directly to their local
program administrator, not through a contractor.
What is absolutely critical to note about the Healthy Home Loan Program is that it
fills an “access to affordable clean energy and clean drinking water” gap that exists
for millions of American low-income families. These are families whose needs and
circumstances are not fully served by the Weatherization Assistance Program
(“WAP”) and the Low Income Energy Assistance Program (“LIHEAP”); nor are
they served by traditional forms of financing like consumer loans and home equity
lines of credit.
A great example of the HHLP model working for low-income families is Delaware’s
Septic Rehabilitation Loan Program.4 From the website:
The Septic Rehabilitation Loan Program provides low-interest financing to replace
failing septic systems and cesspools with on-site wastewater disposal systems that will
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See: https://dnrec.alpha.delaware.gov/environmental-finance/septic-rehabilitation/; Income
guidelines: http://www.dnrec.delaware.gov/fab/Documents/NonPont%20Source%20Program%20Funding/SEPTIC%20Application.pdf

function in an environmentally sound and cost effective manner. The program also
provides funding for new septic construction and costs associated with connecting to
central sewer systems.
The same model used in Delaware to fund septic tank upgrades for low-income families
can be used in Michigan and other states for drinking water infrastructure and basic
energy-efficiency improvements.
It is worth noting that Delaware’s program faces zero opposition from the banking
community and other stakeholders who sometimes oppose assessment-based financing
programs. Delaware’s annual budget for the Septic Rehabilitation Loan Program is
$500,000 per year.5
It should also be noted that innovative and non-traditional uses of the Clean Water State
Revolving Fund are fully endorsed by the U.S. Environmental Protection Agency.6 The
opportunity is enormous.

2.1 Economic and Environmental Impacts
Using the impact model developed by the University of California’s Schwarzenegger
Institute for Public Policy,7 which is based on data from similar programs that provide
energy and water upgrades to homeowners, we estimate the following economic and
environmental impacts for every Healthy Home Loan Program implemented in the Unities
States.
For every 100,000 homes upgraded:8
• 2,105 GWh of electricity saved;
• 1,779 MMcf of natural gas saved;
• 1.56 billion gallons of water saved;

5

See Delaware’s 2020 Intended Use Plan, page 9.
http://www.dnrec.delaware.gov/fab/Documents/Intended%20Use%20Plan%20and%20Project%20
Priority%20List/FY-2020-CWSRF-Intended-Use-Plan.pdf
6
See: https://www.epa.gov/sites/production/files/201705/documents/financing_options_for_nontraditional_eligibilities_final.pdf
7
See:
http://www.schwarzeneggerinstitute.com/images/files/SI_White_Paper%20PACE_Economic_Imp
acts_FINAL_3_6_19.pdf
8
Assumes average assessment amount of approx. $7,500. Impacts are presented as the sum over
the useful lifetime of measures.

•
•
•

760,000 metric tons of CO2e avoided or eliminated;
$551.7 million in utility bill savings; and
8,700 local jobs created in the construction sector.

All of these benefits are available to every participating state by leveraging funds and
authorities that already exist within the Clean Water State Revolving Funds.

2.2 Equity Impact
The CWSRFs are uniquely able to provide extremely low-cost capital for building retrofits
in ways that would benefit low-income homeowners who need access to long-term,
affordable financing. Given the widespread energy injustice that exists in the United
States, many of the benefits of establishing Healthy Home Loan Programs would accrue
within communities of color.
Indeed, Lawrence Berkeley National Laboratory recently released a study that showed that
assessment-based financing programs for clean energy are one of the top three policies
that "increase adoption of solar photovoltaics (PV) among low- and middle-income
households, thus increasing adoption equity."9
Like many federally funded programs, CWSRFs have a mandate to serve low-income
communities. Additionally, a key feature of CWSRFs is that they have the ability to offer
principal forgiveness (or in this case, forbearance) under certain circumstances. Thus, a
CWSRF-funded program for low-income homeowners could provide long-term,
affordable financing to homeowners (up to 30 years) and provide relief for participating
homeowners who experience financial hardship.
Even though some CWSRFs may have enough capacity to provide some form of financial
support to homeowners across the income spectrum, the best role for CWSRF funding is
to serve low-income homeowners, so as not to crowd out private sector financing. Since
the early days of the American Recovery and Reinvestment Act of 2009, the private sector
has developed several products that serve moderate to high-income homeowners quite
well.

3

Healthy Home Loans – An Eligible Section 319 Project
Some policymakers express doubt about whether the Clean Water State Revolving Fund
can be used to support residential energy efficiency and clean energy projects. The answer
is unequivocally yes, based on precedents established in New York and Pennsylvania.
These precedents, and other innovative uses of the CWSRF, are fully supported by the
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See: https://newscenter.lbl.gov/2020/11/09/how-to-accelerate-solar-adoption-for-theunderserved/

U.S. Environmental Protection Agency (“US EPA”).10 Appendix A includes
correspondence between US EPA and the New York State Environmental Facilities
Corporation (“NYSEFC”) detailing US EPA’s rationale for deeming “Residential Energy
Conservation Projects” as an eligible use of CWSRF financing authority under Section 319
of the Water Quality Act of 1987 (“Clean Water Act” or “Act” or “CWA”).

3.1 CWSRF Background
When Congress passed the Water Quality Act of 1987–and overrode President Ronald
Reagan’s veto–they established in each state and Puerto Rico a Clean Water State
Revolving Fund. In the 30 years since, US EPA has provided grants to the CWSRFs so
that states can finance eligible projects that improve or protect water quality. All of the
CWSRFs are now fully capitalized.
Historically, most states have used the bulk of their CWSRF capacity to support
wastewater treatment facilities as defined under Section 212 of the CWA. However,
Section 319 of the Act grants each state broad discretion to develop a Nonpoint Source
Management Program, which must be updated and approved by the EPA Regional Office
on a semi-regular basis. If a given state’s approved Nonpoint Source Management
Program plan identifies manmade air pollution, atmospheric deposition of pollution, or
greenhouse gas emissions as a threat to water quality in the state, then that state’s CWSRF
can support residential energy efficiency upgrades like those included in Healthy Home
Loan Programs. It is broadly understood that the CWSRFs and DWSRFs can fund projects
to improve the quality of drinking water, regardless of what is explicitly covered in the
Nonpoint Source Management Program.11
“Where there is a causal link between manmade air pollution and water quality,
projects to prevent the emission of air pollutants are eligible.”12
-The Clean Water State Revolving Fund Program: Tapping its Untapped Potential
by EPA Region 8
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US EPA Region 8. The Clean Water State Revolving Fund Program: Tapping its Untapped
Potential.
https://www.epa.gov/sites/production/files/documents/SRF_TappingUntappedPotential.pdf
11
It is worth noting that the CWSRFs and DWSRFs have the authority to transfer funds to one
another, so a state’s DWSRF could provide funds to the CWSRF to support the elements of a
project, like drinking water upgrades, that are more closely aligned with the mission of the
DWSRF.
12
US EPA Region 8. The Clean Water State Revolving Fund Program: Tapping its Untapped
Potential, page 11.
https://www.epa.gov/sites/production/files/documents/SRF_TappingUntappedPotential.pdf

Other source categories that can enable a state’s CWSRF to support projects like HHLP
include Resource Extraction, Exploration and Development, Hydrologic and Habitat
Modification, Urban Runoff and Greenhouse Gas Emissions.
Please see section 3.4 of this paper for a detailed description of Source Categories that
should be considered for inclusion in every state’s Nonpoint Source Management
Program.

3.2 Key Precedents
New York
In March 2013, the New York State Environmental Facilities Corporation set a key
precedent by establishing residential energy efficiency loans, also called “Residential
Energy Conservation Projects,” as eligible for CWSRF support under Section 319. US
EPA reviewed New York’s activities and confirmed: “We agree that the projects as
described would be eligible.”13 Subsequently, US EPA Region 8 published a draft paper
titled “The Clean Water State Revolving Fund Program: Tapping its Untapped Potential.”
As noted above, this EPA paper explicitly states that projects like HHLP that “prevent the
emission of air pollutants are eligible.”14
Pennsylvania
In 2016, PA Treasury and Pennsylvania’s CWSRF administrator PENNVEST relaunched
a popular residential clean energy loan program called KeystoneHELP.15 The relaunch of
KeystoneHELP was made possible through an innovative use of CWSRF funds.
There are two critical things to know about the Pennsylvania precedent. First,
KeystoneHELP marks the first time that CWSRF funds were used to support energy
efficiency and clean energy, including solar panels, EV charging infrastructure and more.
Second, PENNVEST didn’t provide the financial support to KeystoneHELP in the form of
debt. Instead, they placed CWSRF funds into a “fund account” that served as a first-loss
equity pool that leveraged private debt provided by Citibank. KeystoneHELP used its
CWSRF to leverage private capital 5 to 1 and still managed to earn a small return on its
investment.

13

See:
https://www.cdfa.net/cdfa/cdfaweb.nsf/fbaad5956b2928b086256efa005c5f78/ad2ad287a1245c408
62573830083767c/$FILE/NYSERDA%20%20EPA%20SRF%20ruling%20in%20favor%20of%20EE%20projects'%20eligibility.pdf
14
Ibid.
15
https://medium.com/@colinbishopp/pennsylvanias-new-ee-financing-model-could-saveratepayers-more-than-1-2-34e729ec9eb0

3.3 Other Reasons Why Section 319 Classification is Important
Most of the projects funded by CWSRFs are large—in the tens of millions of dollars—and
appropriately subject to a variety of federal requirements, like the American Iron & Steel
provision that requires CWSRF projects to use domestically produced iron and steel
products in the construction, maintenance, or repair of public water treatment works. For a
$5,000 home improvement project, such requirements are impractical and cost prohibitive.
Over the past 30 years, US EPA has issued guidance that exempts Section 319 projects
from many such requirements. In this way, CWSRFs have been able to fund a variety of
nonpoint source projects that improve or protect water quality. Similar to HHLP, many of
these projects would have been impossible without the exemptions.
As a matter of public policy, the key point here is that Healthy Home Loan Programs can
be thought of as an eligible Section 319 project under Title VI of the Clean Water Act
because they mitigate non-point source pollution and improve water quality across the
state. In a way, Healthy Home Loan Programs function as a distributed water treatment
facility. In aggregate, the home upgrades will reduce pollution in the state’s surface water
bodies and eliminate toxins in drinking water.

3.4 Nonpoint Source Management Plans & Source Categories
In order for a program like HHLP to be eligible for CWSRF funding in a given state, the
state in question must have adopted a Nonpoint Source Management Program that
identifies a source of water pollution or a threat to water quality in the state that can be
reduced or mitigated by the increased deployment of energy efficiency and clean energy.
With thanks to the State of New York for providing template language, the source
categories listed below, when included in a state’s Nonpoint Source Management
Program, provide maximum flexibility to support initiatives like the Healthy Home Loan
Program.
Atmospheric Deposition – Sample language: “Atmospheric deposition has been
identified as a frequently occurring cause of water quality impairment in [Insert State].
The generation of electric power, provision of space and water heating services, and
transportation contribute significantly to atmospheric deposition of pollutants that severely
threaten water quality in the State. Lakes, wetlands and rivers are commonly identified
receptors. Airborne pollutants also cause water quality problems when they fall on
impervious urban areas and [Insert state]’s more arid regions adding to the pollution of
storm water runoff. Actions such as reducing demand for fossil fuels for electricity
generation, improving residential, commercial and industrial building and process
efficiency, expanding advanced vehicle infrastructure and deployment, renewable energy
and other emission reduction measures will reduce atmospheric deposition of pollution
that leads to water quality impairment, thus protecting water quality in the State.”

Hydrologic and Habitat Modification – Sample language: “The hydrologic and habitat
modification category, including a subcategory of rising sea levels and altered weather
patterns due to greenhouse gas emissions, represents the greatest long-term threat to water
quality in the State. Greenhouse gas emissions cause sea-level rise and rising levels for
[Insert name of water body, e.g., the Great Lakes], which will cause changes to coastlines,
rivers and streams as well as increase sea water intrusion, potentially threatening water
quality in the State. Actions such as reducing demand for fossil fuel to generate
electricity, improving residential, commercial and industrial building and process
efficiency, expanding advanced vehicle infrastructure and deployment, and other emission
reduction measures will concurrently reduce local pollution as well as greenhouse gas
emissions that contribute to rising sea levels and altered weather patterns.”
Leaks, Spills and Accidents – Sample language: “This category is primarily a
groundwater concern although some surface waterbodies and aging drinking water
infrastructure have also been affected.
Note: The latter category may be of particular importance in states like Michigan where
upgrading residential drinking water infrastructure is a top priority.

3.5 The Guarantee: A CWSRF’s Most Powerful Tool
The Clean Water Act provides CWSRFs with broad flexibility to offer low-cost financial
assistance to eligible projects and programs. Among the explicit authorities granted to
CWSRFs is the guarantee authority, which enables the CWSRF to guarantee third party
debt issuances where proceeds are used to fund eligible projects. This is the authority that
New York used in its landmark precedent in 2013.
It is worth highlighting the guarantee authority because it presents the greatest opportunity
for CWSRFs to leverage existing authority for the purpose of financing projects that
reduce greenhouse gas emissions, especially in low-income communities. “Hypothetically,
if all states were to add a guarantee product, SRF guarantee capacity could be in excess of
$50 billion.”16
From US EPA’s 2017 publication titled “Financing Options for Nontraditional
Eligibilities in the Clean Water State Revolving Fund Programs”:
The CWSRF programs have statutory authority to “provide loan guarantees for
similar revolving funds established by municipal or intermunicipal agencies”
(Title 33 Subchapter VI §1383 (d)(3)). A guarantee relies on the net assets of the
CWSRF program to enhance the credit of the partnering agency, lowering the
partner’s costs to borrow and lend capital. A guarantee from the CWSRF can
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James T. Gebhardt, CFA. SRF Guarantees: The Federally Sponsored State Revolving Funds’
Untapped Dimension and the Value Proposition for Putting It to Work.

help a municipal or intermunicipal agency receive a better rating on bonds issued
to capitalize the sub-revolving fund, allowing savings to be passed on to subrecipients. Likewise, the CWSRF could directly guarantee the loans made from
the sub-revolving fund, allowing the program to offer better rates to customers.17

3.6 National Climate Infrastructure Bank
The Clean Water Act allows CWSRFs to work together on shared priorities, and the states
involved do not have to be contiguous. Consequently, it is possible for states that choose
to use their CWSRFs to support initiatives like HHLP to form a national, opt-in, climate
infrastructure bank. Such a bank would be fully capitalized on day one, with far broader
authorities than most state “green banks” have today. This new climate infrastructure bank
could have the ability to finance tens of billions of dollars in low-carbon infrastructure.
Any project or program that reduces carbon emissions, either directly or indirectly, could
be eligible. The U.S. Department of Energy’s Loan Programs Office is well-equipped to
provide technical assistance to states that wish to participate in such an effort.
Importantly, because the CWSRFs are already authorized by federal law to exercise this
option, are already capitalized with significant funds and financing authorities (including
the guarantee authority), and because every state has an operating CWSRF, this represents
an opportunity to establish the equivalent of a multi-state green bank without the need for
either state or federal legislation.18 This significantly reduces both the time and political
effort required to bring such an entity into operation.

4 Program Design Options and Considerations
CWSRF Administrators would have considerable flexibility in how they fund Healthy Home
Loan Programs under Section 319 of the Clean Water Act. They can provide the funding as
a loan to a municipality (to be relent to homeowners), as a loan directly to the homeowner
(perhaps in quarterly tranches, funding hundreds of homeowners at once), or they can place
funds in a “fund account” that a municipality or third-party administrator can draw down
from. Whichever approach the CWSRF chooses, the funds are always secured and repaid
through a voluntary assessment on the homeowner’s property tax bill. Special district
property assessments are a form of security with which every CWSRF Administrator is
familiar.
In order to avoid placing a new administrative burden on the state agency that oversees the
Clean Water State Revolving Fund, Healthy Home Loan Programs can be administered by a
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See: https://www.epa.gov/sites/production/files/201705/documents/financing_options_for_nontraditional_eligibilities_final.pdf
18
One exception is Virginia, which would need to amend existing state legislation to give its
CWSRF the flexibility to participate in such an effort.

third-party or directly by a municipality. The Sonoma County Energy Independence
Program (SCEIP)19 offers a great example of how a municipality can effectively administer
its own program. SCEIP provides financing directly to property owners and recoups their
administrative costs through a below-market interest rate and minimal fees.

4.1 Flow of Funds

4.2 Sample Interest Rate and Cost to Participating Homeowners
The cost to participating homeowners will depend on the baseline cost of capital
established by the Clean Water State Revolving Fund. In New York, the CWSRF has
charged as little as 8 basis points to fund home improvement loans in the Green Jobs Green

19

See: https://sonomacountyenergy.force.com/financing/s/

New York20 program. Pennsylvania’s Clean Water State Revolving Fund, managed by
PENNVEST, set a target return of ~1% when it provided funds to KeystoneHELP.21
To illustrate the potential cost of a Healthy Home Rehab Loan for homeowners, let’s
consider two examples based on precedents set by Sonoma County and Pennsylvania.
$5,000 Drinking Water Upgrade, 30 Years
Reference/Precedent
CWSRF Cost of Capital (e.g. Pennsylvania)
Sonoma County admin costs included in rate
Rate
Sonoma County admin fees
Estimated cost for drinking water upgrade
Estimated total cost of assessment
Term (years)

Assumption
0.99%
4.00%
4.99%
$174
$5,000.00
$5,174.00
30

Results
Total annual payment
Total monthly payment
Lifetime principal payments
Lifetime interest expense
Lifetime total payments

Total
($336.19)
($28.02)
($5,174.00)
($4,911.78)
($10,085.78)

$10,000 Basic Energy Retrofit, 15 Years
Reference/Precedent
CWSRF Cost of Capital (ex. Pennsylvania)
Sonoma County admin costs included in rate
Rate
Sonoma County admin fees
Estimated cost for EE upgrade
Estimated total cost of assessment
Term (years)

20

Assumption
0.99%
4.00%
4.99%
$174
$10,000.00
$10,174.00
15

See: https://www.nyserda.ny.gov/Researchers-and-Policymakers/Green-Jobs-Green-New-York;
and Appendix A
21
See: https://www.media.pa.gov/Pages/Pennvest-Details.aspx?newsid=34

Results
Total annual payment
Total monthly payment
Lifetime principal payments
Lifetime interest expense
Lifetime total payments

Total
($979.52)
($81.63)
($10,174.00)
($4,518.86)
($14,692.86)

4.3 Consumer Protections
Since Healthy Home Loan Programs will be serving low-income homeowners, it is
essential that these programs offer stronger consumer protections than other forms of home
improvement financing. The protections should include:
1. An ability-to-pay methodology based on third party verification of income, to
determine whether the homeowner can afford the upgrade, however inexpensive it
may be
2. For energy-related projects, a baseline energy audit or baseline energy modeling to
establish future energy savings
3. A requirement that homeowners be made aware of any grants or rebates that may be
available to them through their utility
4. All improvements require a building permit and must be signed off by the building
jurisdiction before funds are disbursed
5. Contractors must be participating with the program and adhere to the program’s
policies and guidelines
6. Reasonable costs established for each improvement to prevent price gouging and
excessive markup
7. A prohibition on homes encumbered with an existing reverse mortgage product
8. A forbearance program to ensure that no homeowner defaults on their property tax
payments solely because of the HHLP assessment. The forbearance program could be
capitalized through participation in the overall Program and other means (e.g.,
grants).

5 Barriers to Implementation
In order to fund residential efficiency projects, some states may need to update their
Nonpoint Source Management Program plans to include some or all of the source categories
listed above. New York’s plan is the most comprehensive. CA, PA, OH, TX, FL and several
other large states could fund energy retrofits (or participate in a national, opt-in climate
infrastructure bank) under their existing plans.
It is also possible that some states will believe they need new legislative authority to fund
residential energy improvements, in addition to drinking water and septic improvements,
that are secured by a voluntary assessment on the homeowner’s property tax bill.

6 Conclusion
The ideas underpinning the Healthy Home Loan Program are not new. The options for an
administrative model (e.g., Delaware and Sonoma County) are tested and proven. Similarly,
the policy innovation that enables state and local governments to deploy CWSRF capital to
fund energy efficiency, renewable energy and drinking water upgrades is well-established.
What is needed now is leadership at the federal level, to make sure every governor in the
United States knows that the Healthy Home Loan Program is an arrow they have in their
quiver. The stakes could not be higher—for our planet, for our country, and for millions of
low-income homeowners who deserve energy security and a healthier home for their
families.

7 Appendix A: New York Precedent - CWSRF Support for Energy
Efficiency

