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Clean Energy Finance and Investment Authority

C-PACE:

A financing tool for CHP in commercial &
industrial buildings




Energy Challenge in Connecticut

> | High Cost
4' | CT has THE highest cost for electricity in the "lower 48"

Old, Energy Inefficient Building Stock
CT has some of the oldest and most energy inefficient building

Need for "Cleaner / Cheaper" Energy Sources

<8 Programs that will diversify our energy mix into renewable/clean
% power

"More Reliable" Grid

5 major storms in 2 years with unacceptable outages
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CEFIA is Connecticut’'s “Green Bank”

...lransitioning programs away from
government-funded grants, rebates, and other
subsidies, and towards deploying private capital

...CEFIA was established in 2011 to develop

programs that will leverage private sector capital
to create long-term, sustainable financing for
enerqy efficiency and clean enerqy to support
residential, commercial, and industrial sector
implementation of enerqy efficiency and clean
energy measures.
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Property Assessed Clean Energy

= An innovative financing structure that enables commercial, industrial, and
multi-family property owners to access financing for qualified energy
upgrades and repay through a benefit assessment on their property tax.

A senior PACE lien is
Repayment through put on the property

Private capital
provides 100%

property taxes and stays regardless
of ownership

upfront, low-cost,
long-term funding
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CRE owners face barriers to upgrades

L

Lack of Capital 38%

Insufficient payback/
ROI

Uncertain Savings 16%
(ROI)

Technical Expertise
Snr Mgmt Buy-in
Split Incentives 5%
Inability to Finance

Other

%
| !
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PACE addresses key barriers

Snr Mgmt Buy-in

5% 10% 15% 20% 25% 30% 35% 0%
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C-PACE Advantage for Owners

Near term plan to sell? Tax obligation fixed to property
Lack of funding? 100% upfront, 20 year financing
Cannot assume more debt? Assessments may qualify as OPEX
Insufficient payback/ROI? Positive cash flow in year 1

Split incentives? Assessment/savings pass to tenants
Uncertain savings/technical expertise? Technical underwriting / SIR>1
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CHP Challenge in Connecticut

« Barriers to CHP development:
— large upfront investment cost
— standby fees
— lengthy and convoluted interconnection processes
— insurance requirements add cost and uncertainty.

= Gonnecticut efforts to reduce barriers

— $6M 3 year funding pilot authorized by Public Act 11-80 in
2011provides grants and low-cost financing for CHP

— LRECs provide long-term REC contracts for fuel cells

— 2013 Comprehensive Energy Strategy

energ ize
CONNECTICUT a:T
-



C-PACE Advantage to other stakeholders

Capital Providers

e Low risk investment
opportunity

e Senior lien

e Secure repayment
mechanism (taxes)

e Legal and technical
structure administered
by CEFIA
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Mortgage Lenders

Municipalities

e I[mproves Building
Financials/Risk

e Lowers OPEX

e SIR>1 e Reduces energy costs
e No acceleration for businesses

e Creates economic
development & jobs

e Creates a more e Reduces poIIution
attractive building for

occupants and owners

¢ Finances deferred
maintenance needs

=



* The mep shows active
B Enabling legislation Enabling legislation and B Enabling legislation @ No commercial PACE programs and PACE
and active programs emerging programs (26 states) PACE legislation progrEms in develcpment.
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Connecticut Special Session
Public Act 12-2 (June 2012)

- Commercial, industrial & multi-family property

= Requires the consent of the existing mortgage lender
« Requires SIR>1; permanently affixed

= Enables municipalities to opt-in

- Enables CEFIA to administer a statewide program
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CEFIA’'s Role in C-PACE

Design e Publish GU|deI.|n.es N?vember 2012
® Onboard Municipalities
Program e Website launched (www.c-pace.com)

Administer e Technical Underwriting
* Marketing & Outreach

Program e Work with Existing Mortgage Lenders

Attract « Qualify Capital Providers
. * Offer Credit Enhancement tools (as needed)
Private

) e Provide capital (as needed)
Capltal ¢ Develop warehouse / bonding authority (Q2 2013)
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http://www.c-pace.com

Customers Apply Into C-PACE

CREATING
c ace CLEAN ENERGY W el Q [0 B
OPPORTUNITIES BUILDINGS | PAOJECTS | EXPLOREMAP | RESOURCES | APPLICATION

Connecticut is moving towards
an energy future that is cleaner,
cheaper, and more reliable.

LEAnN uoRE >

FEATURED e o i e capror S
BUILDINGS ‘tuidnesin 1, of EXPLORE ALL 543 BUILDINGS »
Greenwich Hospital

Enargy Efficiency

Yale University-Sterling
mor
Enargy Efciency

Connecticut
M Science Center
State Capitol Energy Efficiency

EXPLORE ALL 543 BUIDI

of VIEW AL 432 PROJECTS >

FEATURED  texnvoe
PROJECTS 7~

State Capitol
LOGATION: 123 Location D East Hartord CT
BUILDING TYPE: Govemment

State Capitol
LOGATION: 123 Location D East Harierd CT
BUILDING TYPE: Govemment

State Capitol
LOCATION: 123 Location RD East Hartord CT
BUILDING TYPE: Govemment

MORE DETAILS »

MORE DETAILS » MORE DETAILS »
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BUILDINGS | PROJECTS | EXPLOREMAP | RESOURCES | APPLICATION

step two | building information

Address of Property

Is a parking area associated with the building?
Ifyas. provide descripti Jow ground, corr

Who occupies this property? ) O enant

Date and descrij

jon of last major renavation.
volved e il
! s 0% ar mare, or that impacted ota! building

Do you currently pay property taxes on building? © ves

Is there a current mortgage on the property?

O Yes O N t martgage holder

Property assessed value

Amount of debt

Are mortgage payments current? O Yes O N

Date of last assessment

Date of construction

Gross square foolage

What type fuel use? nural g, ol sioun

Electricity provider

0 No Are payments current? ) Yes ) Ne

Upload recent annual financial statement of property

(Thoose File

Estimated current value

Do you have clear title to the property with no encumbrances? O Yes O N

Are there any outstanding tax liens or notices of default?

) Ye: O N

POWERED BY SOiBinos



C-PACE Partners do Technical Underwriting

Technical Expertise:
Celtic Energy

e Glastonbury, CT

* S1bn of energy related projects
Proram Exertise: e Experience with large commercia w
end users, utilities, and governmsd Exertise:
Buonicore Partners

e Milford, CT a
e Modeled Energy Profile of CT EState SOIUtlonS

» Nationwide PACE experience il €1

Sustainable Real

e Benchmarking Database
e Industry leader in building energy

3rd Pa rty performance assessment
Administrator:
Buonicore
Partners
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Determine project eligibility

Anything that saves energy from baseline ... as long as it isn’t going anywhere

= High efficiency lighting .
= HVAC upgrades

= New automated building and HVAC
controls = Water conservation

= Variable speed drives (VSDs) on motors = Heat recovery and steam traps
fans and pumps

= High efficiency chillers, boilers, and

Combustion and burner upgrades
= Fuel switching

= Building enclosure/envelope

furnaces improvements
= High efficiency hot water heating = BMS
systems .

Renewable energy systems
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CONNECTICUT *T
R REEooIy,,.,LLw—_—____—_—_—m——mm_;,_.,,



M&V: Data Management Platform

The Challenge

o EE RETROFIT
= Multiple interdependent LENDERS
stakeholders have ENERGY SAVINGS ‘, uw?llllilllils]/lrngks
divergent interests INSURERS ‘ < / '
The Solution “
= C-PACE’s transparent, |\ SUSTAINABLE
l REAL ESTATE@
= unbiased technical & MANAGER
financial underwriting: Tei‘;“;‘"iﬁyalﬁf:gi:;‘:éal
_ align interests Underwriting Platform .
—  remove barriers // /\ / h
_ | I .
close deals! | " MEASUREMENT
ENERGY AUDITORS ‘ & VERIFICATION
: . FIRMS
ESCOs
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M&V: Data Management Platform

(Sep 2009 -
Baseline EUI:
Baseline Consumption:
Baseline Cost:

Projected EUI:

64.72 kBTU/SF

Baseline Actual

Aug 2011)

83.24 kBTU/SF
16,622,286 kBTU/yr
$995,912 fyr

$802,898 [yr

Projected with ECMs
{Post ECMs Installation)

Projected Cost:

Weather Normalized EUI:
Projected Consumption:
Projected Cost:

Current ENERG|

kBTU / manth

750,000 —

500,000 —

250,000 —

The Projected EUI after ECMs installation is The Projected Cost after ECMs installation is The Pro
21.40% better 21.68% better afte
than the Baseline Projected EUL than the Baseline Projected Cost.
Hide Chart | [ Show EleciFusl Energy Consumption Show Cost
(kBTU/month)
2,000,000
1,750,000 —
//"
r
1,500,000 — y) 2
7 LY
PN \
A # ' @ “ ‘\ =
1,250,000 — e "' o LN
\ AY
&2 h
1,000,000 — \\
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— Actuzl Data (Baseline)

O ECMs

Sep 2009 Dec 2009 Mar2010 Jun 2010 Sep 2010 Dec 2010 Mar2011 Jun 2011 Sep 2011 Dec 2011 War2012 Jun 2012 Sep 3

« = = Baseline Projg

= = Projected with

=
s Costs and Savings:

Estimated Required Investment (unleveraged):
Estimated Annual Savings:
Projected: $21 547 avg. / month
Return on Investment (ROI1):
Simple Payback Term (years):
True Payback Term (years):
Savings to Investment Ratio (unleveraged):
Savings to Investment Ratio (leveraged):
Total Cash Flows (unleveraged):
Total Cash Flows (leveraged):

Finance Scenario:

Estimated Required Investment (100% leveraged):

Amount Financed:
Estimated Annual Debt Service:
180 months at 5.5% interest
Estimated First Year Benefit:
Excess Annual Cash Flow (first year):

Financial Analytics:

Asset Value Impact from ECMs:
@ 6.50% CAP rate
@ 7.50% CAP rate
@ 8.50% CAF rate
Asset Value Impact less Required Investment:
@ 6.50% CAP rate
@ 7.50% CAP rate
@ 8.50% CAP rate
Internal Rate of Return {unleveraged IRR}:
Internal Rate of Return (leveraged IRR):
Het Present Value (unleveraged MNPV
Het Present Value (leveraged MNPW):
Time to Positive Cash Flow (leveraged):

Projected

$1,992,976
$258,563

13.0%
.M

7.33

3.03

2.06
$2,446,034
$1,507,840

$0
$1,002,976
$195,411
$16,284
%0

$63,152

$3,977,890
$3,447 512
$3,041,922

$1,984,023
$1,454,536
$1,048,946
11.5%

HiA
$470,296
$790,653
Immediate
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Capital Partners

Qualified Capital Providers

= CEFIA qualified 10 capital providers
through a RFI.

= “Lending tree” model

Owner Arranged Financing

Property owner is free to choose
their capital provider from the
private market. There is no
government financing required.

Construction and Term Financing from
CEFIA

= CEFIA authorized $20M short term
facility for construction and term
financing

energ ize
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WELLS §

HANNON l FARGO

ARMSTRONG

@ Bostonia G roup

URBAN

PACEConnecticut. i

Pegplesuited (gf |

CLEAN:FUND
AMERESCO

Green « Clean « Sustainable

structured finance ASSOCIATES, LLC




Program snapshot

« Program launched January 2013

= 1 project closed April 1, 2013

= 10 projects under technical review

= 150+ applications = over $50 million*

= 45 towns eligible = 55% of C&l market state-wide
= 170 contractors trained

= 10 qualified capital providers

= $20M in CEFIA capital
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Munlc:lpalltles Opted mto C-PACE
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Case Study: Norwalk Shopplng Center

Project e
- $285,000 exterior LED lighting upgrade E%
- $450,000 solar parking canopy

Financing

- $185,000 of lighting upgrade financed
through 13 year C-PACE assessment.
CEFIA providing construction financing.

- Solar parking canopy to be financed
through a separate C-PACE
assessment

Impact

= Owner and tenants see positive cash
flow year 1

= Savings of $17,500 annually for lighting
and $37,000 for solar.
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CHP Opportunity for C-PACE

« 400 megawatts of technical potential remain in
the industrial sector today

- Community Energy Systems
— District Heating & Cooling
— Microgrids
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SIR for CHP

For Solar “Savings” =

Avoided annual electricity costs

+

Annual demand charge reduction (i applicable)
+

Annual revenue from excess electricity sales back to the grid (i applicable)
+

Annual revenue from sale of RECs
+

Any other system-related project revenues (not including any tax benefits)
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CONNECTICUT smart energy choices

energize &T Empowering you to make
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Genevieve Sherman, Manager C-PACE
Clean Energy Finance and Investment Authority

860.257.2889
genevieve.sherman@ctcleanenergy.com
www.c-pace.com
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