CONNECTICUT smart energy choices

energize &T Empowering you to make
V.

Clean Energy Finance and Investment Authority

C-PACE:

A financing tool for building owners




Agenda

I Who is CEFIA?

energize T

CONNECTICUT a

-
2



Energy Challenge in Connecticut

High Cost
4 |CT hag HEhighest cost for electricity in the "lower 48"

Old, Energy Inefficient Building Stock

CT has some of the oldest and most energy inefficient buildi
. _qu/SIOCK

: iNeed for "Cleaner / Cheaper" Enerqgy Sources
/ ’1 Programs that will diversify our energy mix into renewable/cl

<. power

"More Reliable" Grid
5 major storms in 2 years with widespread outages
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Who is CEFIA?

| St LI Syadz2Nk / 2yySOuA
community prosperity by realizing its
environmental and economic opportunities
through clean energy finance and investment

{ dzLILI2 NI 0 KS D2 @SNy
energy strategy to achieve cleaner, cheape
and more reliable sources of energy while
creating jobs and supporting local economi
development
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What is CPACE?
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Property Assessed Clean Energy

I An innovative financing structure that enablesmmercial, industrial, and
multi-family property owners to accedsiancing for qualified energy
upgrades and repay through a benefit assessment on their property tax.

A senior PACE lien |
Repayment through put on the property

Private capital
provides 100%

upfront, low-cost,
long-term funding

property taxes and stays regardless
of ownership
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CRE owners face barriers to upgrades

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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C-PACE Addresses Key Batrriers

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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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

I Enables CEFIA to administer a statewide program

energize
CONNECTICUT &T
e



C-PACE Advantage to other stakeholders

Capital Providers Mortgage Lenders Municipalities
wLow risk investment wlmproves Building wCreates economic
opportunity Financials/Risk development & jobs
wSenior lien wLowers OPEX
wSecure repayment wSIR>1 wReduces energy costs
mechanism (taxes) wNo acceleration for businesses
wLegal and technical wCreates a more wReduces pollution
structure administered attractive building for
by CEFIA occupants and owners

wFinances deferred
maintenance needs
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CEFI A0s HAQEe 1 n C

Design wPublish Gwde_llr_les_l\_lovember 2012
wOnboard Municipalities
Program wWebsite launched (wwwpace.com)

o wTechnical Underwriting
Administer wMarketing & Outreach

Program wWork with Existing Mortgage Lenders

Attract wQualify Capital Providers
: wOffer Credit Enhancement tools (as needed
Private ( )

: wProvide capital (as needed)
Capltal wDevelop warehouse / bonding authority (Q2 2013)
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Municipalities Opted into C-PACE

I Ansonia 1 East Haddam I New Britain 1 Stafford
T Avon 1 East Hampton I New Haven 1 Stamford
I Beacon Falls 1 East Hartford I New London 1 Stonington
1 Berlin 1 East Windsor I NewMilford 1 Stratford
I Bethel 1 Enfield I Newtown 1 Suffield
I Bloomfield 1 Fairfield I North Branford 1 Tolland
I Branford 1 Farmington I North Canaan 1 Torrington
I Bridgeport 1 Glastonbury I Norwalk T Trumbull
I Brookfield 1 Granby I Norwich 1 Vernon
I Canaan 1 Greenwich I OldSaybrook 1 Waterbury
I Canton 1 Groton I Plainville 1 Waterford
I Chester 1 Hartford I Portland 1 West Hartford
I Clinton 1 Killingworth I Putnam I West Haven
I Coventry I Manchester I Rocky Hill I Westbrook
I Danbury I Mansfield I Seymour 1 Westport
I Durham I Meriden I Simsbury 1 Wethersfield
I East Granby 1 Middletown I Southbury T Wilton

1 Milford I Southington I Windham

i I Sprague I Windsor

|
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Municipalities Opted into C-PACE

80% C&l
Market




Customers Apply Into C-PACE

cpace | i ME-Y RN
Ol T BUILDINGS PROJECTS EXPLOREMAP | RESOURCES APPLICATION

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

LeAnw uone »

FEATURED oo o - e copto —
BUILDINGS

Groenwich Hospital
Energy Ecoancy

Yale University-Sterling
Memorial Library
Energy Eftciancy

Connecticut
Science Centor
Energy Efficiency

FEATURED
PROJECTS

State Capitol State Capitol State Capitol

LOCATION: 123 Location RD East Harford CT LOGATION: 123 Location RD East Harford CT LOCATION. 123 Location RD East Harford CT
BUILDING TYPE Government BUILDING TYPE. Government BUILDING TYPE: G

MORE DETAILS » MORE DETAILS »

MORE DETAILS »

POWERED BY L
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POWERED BY

CREATING
cpace | e :
OPPORTUNITIES BUILDINGS PROJECTS EXPLOREMAP | RESOURCES | APPLICATION
step two | building information
Address of Property Date of construction
Is a parking area associated with the building? Gross square footage
ity foscrif jrou . ! any ¢
N
Who occuples this property? wne renant
Date and description of last major renovation. What type fuel use? ..u .
i ( pore, of tha tad bl
e Electricity provider
Do you currently pay property taxes on building? N Are payments current? Y N
Is there a current mortgage on the property? Upload recent annual financial statement of property
Y N . Choose File
Property assessed value Date of last MMY i current value
Amount of debt
Are mortgage payments current? ) v N
Do you have clear title to the property with no encumbrances? 0 e O N
Are there any outstanding tax liens or notices of default? Y Ny
sowesT
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C-PACE Partners do Technical Underwriting

Technical Expertise
Celtic Energy

wGlastonbury, CT
w$1bn of energyrelated projects Real Estate

Proram Exertis wEXxperience with large commer
end-users, utilities, and govern Exertise:

Buonicore Partnhe ]
Sustainable Real

wMilford, CT .
wModeled Energy Profile of CT Estate Solutions

wNationwide PACE experience wTrumbull. CT
wBenchmarking Database

wlindustry leader in building energy
3rd Party performance assessment

Administrator:
Buonicore
Partnhers
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CEFIA Team does Financial Underwriting

I LTV, including C-PACE, must not exceed 80%

I Positive operating profit and net income in each of last 2
fiscal years

I Positive cash from operations in each of last 2 fiscal years
I Debt service of at least 1.25x for last fiscal year
I Current ratio of at least 1.00:1.25

I Total Liabilities / Tangible Net Worth not in excess of
2.00:1.00

I Interim statements disclose no material adverse change in
financial condition

I CEFIA exposure must not exceed 35% of the value of the
property
energize e::'r
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Anything that saves energy from baselin&l a { 2y 3

—_( =<
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Determine project eligibility

Fa A0 A&

Highefficiency lighting
HVAC upgrades
New automated building and HVAC

Combustiorand burner upgrades
Fuel switching
Water conservation

¢ =—C =

controls |

Variable speed drives (VSDs) on motdrsHeat recovery and steam traps
fans and pumps I Building enclosure/envelope
High efficiency chillers, boilers, and ) 9 P
furnaces Improvements

High efficiency hot water heating I BMS

Systems I Renewable energy systems
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CEFIA Sources Capital S

FARGO

HANNON
Constructionand Term Financing from ARMSTRONG

CEFIA

i CEFIA authorize®40M short term G BoSloniaGrow
facility for construction and term Deutsche Bank p

. : USA
financing

) PACEConnecticut.

' Sells down transaction through t~

Green « Clean « Sustainable

Qualified Capital Providers CLEAN: F UND United

I CEFIA qualified 14 capital providers
through a RFI.

Owner Arranged Financing

Renew Energy Partners
A Smart Approach to Making Energy Efficient Upgrades

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

. \Welcome
to your bank. » s
2\ Al R AT

Brookfield

energize {:T ’ ; 611 e
Comeones structured fmance ASSOCIATES, LLC

19


https://www.brookfieldim.com/

M&V: Data Management Platform

Baseline Actual

(Sep 2009 - Aug 2011)
83.24 kBTU/SF
Baseline Consumption: 16,622,286 kBTU/yr

Weather Normalized EUI:
Projected Consumption:
Projected Cost:

Baseline EUI:

Baseline Cost: £995,912 [yr

Projected with ECMs
(Post ECMs Installation)
Projected EUI: 64.72 kBTU/SF Projected Cost: $802,898 /yr Current ENERG

The Projected EUI after ECMs installation iz The Projected Cost after ECMz installation is The Proj
21.40% better 21.68% better afte
than the Baseline Projected EUL. than the Baseline Projected Cost.

Hide Chart | [ Show EleciFuel Energy Consumption Show Cost
(kBTU/manth)
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Sep 2009 Dec 2009 Mar2010 Jun 2010 Sep 2010 Dec 2010 Mar2011 Jun 2011 Sep 2011 Dec 2011 Mar2012 Jun 2012 Sep J

m— Actuzl Data (Baseline) ~ = « Baseline Projg

QO ECMs = == Projected with

Costs and Savings:

Estimated Required Investment (unleveraged):
Estimated Annual Savings:
Projected: 21,547 avg. / month
Return on Investment (RO
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% CAP 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 MNPV
Time to Positive Cash Flow (leveraged):

Projected

$1,992,976
$258,563

13.0%
7.7

.33

3.03

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

%0
$1,992,976
$195,411
516,254
$0

$63,152

$3,977,809
$3,447,512
$3,041,922

%$1,984,923
%$1,454 536
%$1,048,946
11.5%

MNiA
$470,296
$790,653
Immediate

energize 'r

CONNECTICUT

*/f—

20




The C PACE Process

9. “lgm 1 1. Building owner engages
% contractor to develop
scope of work; works with
utilities (CEEF) to
Incorporate incentives

I 2. Owner appliesto C-
PACE program at www.c-
pace.com

. 3. Third party review of
technical and financial
detalls
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http://www.c-pace.com/
http://www.c-pace.com/
http://www.c-pace.com/
http://www.google.com/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&docid=G4f6qlbO05hleM&tbnid=xOFc_jPpJGWOkM:&ved=0CAUQjRw&url=http://www.fusco.com/management/details.php?Id=9&ei=YYKWUefdNcL84AO9h4DQBg&bvm=bv.46751780,d.dmg&psig=AFQjCNE0jksOTFhKipGdVuagJYgqR6yzKA&ust=1368904661115284
http://www.google.com/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&docid=G4f6qlbO05hleM&tbnid=xOFc_jPpJGWOkM:&ved=0CAUQjRw&url=http://www.fusco.com/management/details.php?Id=9&ei=YYKWUefdNcL84AO9h4DQBg&bvm=bv.46751780,d.dmg&psig=AFQjCNE0jksOTFhKipGdVuagJYgqR6yzKA&ust=1368904661115284

The C-PACE Process

I 4. C-PACE alerts
municipality; lien is
placed on property

I 5. CEFIA offers 100%
upfront financing to
owner

I 6.Project commences
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The C-PACE Process

I 7. Owner remits payment
to municipality as benefit
assessment charge

I 8. Municipality remits
PACE assessment to
CEFIA

—_

9. CEFI A nse
transaction to capital

P
Cpace- m 1lcaurga/isder to replenish
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Program Snapshot: First Year

el

75 towns on board

1 80% of the CT market eligible

200+ contractors trained

—_—

—_—

15 qualified capital providers

—_—

113 Projects in Pipeline

I Est. $50 million in projects

—

$40M in CEFIA capital

I $20 million approved

1 $ 7 million in closed transactions
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Case Study: Solar and Lighting Upgrade
Norwalk Shopping Center

Project

1 $550,000 exterior LED lighting upgrade
and solar parking canopy.

Financing

~

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

—_

$365,000 solar parking canopy
received a ZREC

I Savings of $55,000 plus 30% ITC

Impact
741k kBTUs saved

T
I Produces 5.8M kWh in clean energy
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