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PRESENTER

DUB TAYLOR - COO, TEXAS PACE AUTHORITY

Joined the Texas PACE Authority in February 2020, after 21
years as the director of the Texas State Energy
Conservation Office (SECO)
« Sponsors industrial energy/water forums

 Industrial Energy Efficiency Program (UH Energy)

« Texas Industries of the Future (UT Austin)

 Industrial Energy Technology Conference (Texas A&M)

Prior to public service, private sector experience was
focused in commercial real estate, property appraisal
and property tax consulting




Local Governments Property Owners

P

o -

® TEXAS PACE

Y INEEEER
Native Texan 501(c)(3)

LB
ayh
™A )

Capital Providers Service Providers



http://www.texaspaceauthority.org/?page_id=17

-
WHAT IS PACE?

TEXAS PROPERTY ASSESSED CLEAN ENERGY (FINANCING)

A simple way of paying for capital projects with no money out of pocket

What: Long term, low cost 100% financing for energy efficiency, water
conservation and distributed generation projects

Where: Commercial (including non-profit), industrial
(manufacturing/agricultural) and multi-family (5+units) properties

How: Repaid via special property assessment over the useful life of the
Improvements
State Authorized
Local Government Enabled
Voluntary & Open Market
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THE GROWING TX-PACE MARKET
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56 local PACE programs
60% of state population covered
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WHY TX-PACE?

Improves assets — budget neutral/cashflow positive
Lowers utility usage/costs
Increases net operating income

Conventional
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TX-PACE BY THE NUMBERS

$146 million of investment to date

Annual C-PACE Financing in Texas
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MEASURE TYPE
Energy Efficiency: 55% / Water Conservation: 33% / Distributed Gen: 12%
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COMMON MISCONCEPTIONS - INDUSTRIAL

PACE is for commercial properties only — hospitality, retail,
office buildings, apartments

PACE is for only smaller projects - HVAC, lighting, etc...

PACE can only be used for equipment — not design,
engineering, installation and commissioning

PACE uses government funding with strings atftfached
There's an upper limit on PACE financing

PACE can't be combined with other funding sources
must use contactors and capital providers from a list
PACE has deadline — can’t sync with TAR, shutdowns




INDUSTRIAL ENERGY CONSUMPTION

U.S. industrial sector energy use by source, 1950-2019
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Note: Includes energy sources used as feedstocks in manufacturing products. Electricity is retail sales of
‘6 electricity to the sector and excludes electric system energy losses associated with the retail sales.
€la’ source: U.S. Energy Information Administration, Monthly Energy Review, Table 2.4, June 2020

U.S. industrial sector energy consumption by type of industry, 2019
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€1a’ source: U.S. Energy Information Administration, Annual Energy Outlook 2020, Tables 24-34, January 2020
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ESG - RISK MITIGATION

ESG Sector Risk Atlas
Environmental risk I Social risk

Metals and mining

Oil and gas

Power generation (coal)

Chemicals

Refining and marketing
Agribusiness and commodity foods
Autos and auto parts

Power generation (excl coal)
Technology hardware and semiconductor
Environmental services

Forestry

Transportation

Aerospace and defense

S&P Global
Ratings

https://www.spglobal.com/ratings/en/research/pdf-articles/190603-esg-industry-report-card-chemicals
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LOW AND STABLE POWER PRICES

Financial (cash flow) barriers have limited wide-scale adoption of energy efficiency and
renewable energy measures

LMP Contour Map: Real-Time Market - Locational Marginal Pricing Help?
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Table 9.8 Average Retail Prices of Electricity

Cents per Kilowatthour, Including Taxes
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FINANCIAL IMPACT OF PACE

Increases property value with no capital investment by owner
Generates positive cash flow immediately

Example Cumulative Cash Flow
Efficiency Upgrade: $1.1M
. $400,000
Savings: S125K/yr
$200,000
Project Cost $1,100,000 *0
($200,000)
Term 20 Yrs @6%
($400,000)
Annual Pmt ($95,903) ($600,000)
($800,000)
Avg Annual Savings $125,000
($1,000,000)
NOI Impact $29,097 ($1,200,000)
Value Impact (@7.5%) 5295,629 Self-Funded Option == Conventional Loan Option @ PACE Loan Option

https://www.texaspaceauthority.org/pace-vs-traditional-financing/
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Scenario Comparisons



		Project Inputs										Financing Scenario Comparison Summary

		Project Cost				$1,100,000

		Average Annual Savings 				$125,000												Self-Funded		Conventional Loan		PACE

		Cap Rate				7.50%						Out-of-Pocket Investment						($1,100,000)		($220,000)		$0

		PACE Loan Inputs										Savings (First Year)						$125,000		$125,000		$125,000

		Additional PACE costs				$0						Annual Payment						$0		($237,206)		($95,903)

		PACE Term - Years				20						Cash Flow Impact Year 1						($975,000)		($332,206)		$29,097

		PACE Interest Rate				6.00%

		Conventional Loan Inputs										Net Project Cash Flow Year 2						($850,000)		($444,412)		$58,194

		Down Payment				20%						Years to Positive Project Cashflow						8.8		11.2		IMMEDIATE

		Conventional Loan Term - Years				5						Debt Service Over Finance Term						0		(1,186,031)		(1,918,060)

		Conventional Loan Interest Rate				4.00%

		Self-Funded Inputs						yes				10-Year Project NPV						($241,990)		($321,699)		$199,724

		Include Opportunity Cost?				no		no				Property Value Increase (20-Year NPV)						$174,311		$94,602		$296,629

		Opportunity Cost				3.00%





																										Project Cost		$1,100,000

																										Term		20 Yrs @6%

																										Annual Pmt		($95,903)

																										Avg Annual Savings		$125,000

																										NOI Impact		$29,097

																										Value Impact (@7.5%)		$296,629



























		Self-Funded Option								Conventional Loan Option								PACE Loan Option

		Breakeven Point				8.8				Breakeven Point				11.2				Breakeven Point				IMMEDIATE

		NPV (10 yr)				($241,989.88)				NPV (10 yr)				($321,698.99)				NPV (10 yr)				$199,724.08

		NPV (20 yr)				$174,311				NPV (20 yr)				$94,602				NPV (20 yr)				$296,629

		Year		Yearly Cash Flow		Cumulative Cash Flow				Year		Yearly Cash Flow		Cumulative Cash Flow				Year		Yearly Cash Flow		Cumulative Cash Flow

		0		0		0						0		0						0		0

		0		($1,100,000)		($1,100,000)				0		($220,000)		($220,000)				0		$0		$0

		1		$125,000		($975,000)				1		($112,206)		($332,206)				1		$29,097		$29,097

		2		$125,000		($850,000)				2		($112,206)		($444,412)				2		$29,097		$58,194

		3		$125,000		($725,000)				3		($112,206)		($556,619)				3		$29,097		$87,291

		4		$125,000		($600,000)				4		($112,206)		($668,825)				4		$29,097		$116,388

		5		$125,000		($475,000)				5		($112,206)		($781,031)				5		$29,097		$145,485

		6		$125,000		($350,000)				6		$125,000		($656,031)				6		$29,097		$174,582

		7		$125,000		($225,000)				7		$125,000		($531,031)				7		$29,097		$203,679

		8		$125,000		($100,000)				8		$125,000		($406,031)				8		$29,097		$232,776

		9		$125,000		$25,000				9		$125,000		($281,031)				9		$29,097		$261,873

		10		$125,000		$150,000				10		$125,000		($156,031)				10		$29,097		$290,970

		11		$125,000		$275,000				11		$125,000		($31,031)				11		$29,097		$320,067

		12		$125,000		$400,000				12		$125,000		$93,969				12		$29,097		$349,164

		13		$125,000		$525,000				13		$125,000		$218,969				13		$29,097		$378,261

		14		$125,000		$650,000				14		$125,000		$343,969				14		$29,097		$407,358

		15		$125,000		$775,000				15		$125,000		$468,969				15		$29,097		$436,455

		16		$125,000		$900,000				16		$125,000		$593,969				16		$29,097		$465,552

		17		$125,000		$1,025,000				17		$125,000		$718,969				17		$29,097		$494,649

		18		$125,000		$1,150,000				18		$125,000		$843,969				18		$29,097		$523,746

		19		$125,000		$1,275,000				19		$125,000		$968,969				19		$29,097		$552,843

		20		$125,000		$1,400,000				20		$125,000		$1,093,969				20		$29,097		$581,940

		21		$125,000		$1,525,000				21		$125,000		$1,218,969				21		$125,000		$706,940

		22		$125,000		$1,650,000				22		$125,000		$1,343,969				22		$125,000		$831,940

		23		$125,000		$1,775,000				23		$125,000		$1,468,969				23		$125,000		$956,940

		24		$125,000		$1,900,000				24		$125,000		$1,593,969				24		$125,000		$1,081,940

		25		$125,000		$2,025,000				25		$125,000		$1,718,969				25		$125,000		$1,206,940

		26		$125,000		$2,150,000				26		$125,000		$1,843,969				26		$125,000		$1,331,940

		27		$125,000		$2,275,000				27		$125,000		$1,968,969				27		$125,000		$1,456,940

		28		$125,000		$2,400,000				28		$125,000		$2,093,969				28		$125,000		$1,581,940

		29		$125,000		$2,525,000				29		$125,000		$2,218,969				29		$125,000		$1,706,940

		30		$125,000		$2,650,000				30		$125,000		$2,343,969				30		$125,000		$1,831,940





5 Year Cash Flow

Self-Funded Option	0.49	1	2	3	4	5	-1100000	125000	125000	125000	125000	125000	Conventional Loan Option	0.49	1	2	3	4	5	-220000	-112206.23184864383	-112206.23184864383	-112206.23184864383	-112206.23184864383	-112206.23184864383	PACE Loan Option	0.49	1	2	3	4	5	0	29096.9873254634	29096.9873254634	29096.9873254634	29096.9873254634	29096.9873254634	







Cumulative Cash Flow

Self-Funded Option	0	0.49	1	2	3	4	5	6	7	8	9	10	11	12	13	14	15	0	-1100000	-975000	-850000	-725000	-600000	-475000	-350000	-225000	-100000	25000	150000	275000	400000	525000	650000	775000	Conventional Loan Option	0	0.49	1	2	3	4	5	6	7	8	9	10	11	12	13	14	15	0	-220000	-332206.23184864386	-444412.46369728772	-556618.69554593158	-668824.92739457544	-781031.1592432193	-656031.1592432193	-531031.1592432193	-406031.1592432193	-281031.1592432193	-156031.1592432193	-31031.159243219299	93968.840756780701	218968.8407567807	343968.8407567807	468968.8407567807	PACE Loan Option	0	0.49	1	2	3	4	5	6	7	8	9	10	11	12	13	14	15	0	0	29096.9873254634	58193.974650926801	87290.961976390201	116387.9493018536	145484.93662731699	174581.92395278037	203678.91127824376	232775.89860370714	261872.88592917053	290969.87325463392	320066.8605800973	349163.84790556069	378260.83523102407	407357.82255648746	436454.80988195085	









Default Scenario



		Assumptions

		Property Value				$10,000,000				Pymt Calculator

		PACE Assessment Amount				$1,000,000				Principal		425,678.19

		Yearly PACE Loan Payment				$50,000				Interest Rate		10%

		Penalty Interest in case of Default				$34,054				Total Assessment		$1,000,000.00

		Attorney's Fees/Collection Fees in case of Default				$5,000				Pymt		($50,000.00)

		Number of Delinquent PACE Loan Payments				1

		Cash Flows - Default Scenario								1st year breakdown

		Proceeds from Property Sale at Tax Auction				$10,000,000				Pymt		$50,000.00

		Less:		Delinquent PACE Loan Payments (Paid to PACE Lender)		($50,000)				Principal		$7,432.18

		Less:		Attorney's Fees/Collection Fees (Paid to County)		($5,000)				Interest		42,567.82

		Less:		Penalty Interest in case of Default (Paid first to PACE Lender, then to County up to Usury Limit)		($34,054)				Usury Interest		76,622.07

		Remaining Value Returned to Property Owner				$9,910,946				Difference (Penalty Interest)		34,054.25

		Percent of Property Value Returned to Property Owner				99.11%

		Property Value at Risk in case of PACE Loan Default				0.89%
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PACE - ELIGIBLE IMPROVEMENTS

Projects that reduce energy or water usage or generate energy onsite

Energy
High efficiency chillers, boilers, and
furnaces
Combustion and burner upgrades
Heat recovery and steam fraps
Compressed air systems
Mechanical system modernization
Energy management systems and controls
High efficiency lighting upgrades
Mechanical insulation
Fuel switching
High efficiency water heating systems

Water
Water conservation systems
Wastewater recovery and reuse systems
Alternate, on-site sources of water
(condensate, RO reject water, etc.)
On-site improvements to accommodate
reclaimed water use
Water management systems and controls
(indoor and outdoor)

Onsite
Renewable/DG/CHP energy systems
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PACE - ELIGIBLE SOFT COSTS

PROJECT FINANCING
~Mafterials and labor necessary for the Independent Third-Party Review fees,
installation of a qualified including verification fees

Improvement/equipment ,
Legal, consulting and other fees

Changes to the existing property that on an actual cost basis
are incidental to the installation
. _ Lender’s fees
Design, project development and - o .
engineering costs Program application and administrative
fees
Permit fees & inspection fees

o Any other fees or costs that may be incurred
Commissioning cosfs by the property owner incidental to the
installation, modification, or improvement
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THE PACE PROCESS - PROJECTS

CONTRACTOR* ITPR (Texas PE)*

ENERGY/WATER SAVINGS
ANALYSIS REVIEW
PROJECT INSTALLATION

CONSTRUCTION VERIFICATION

*Owner-selects Contractor and

Independent Third Party Reviewer (ITPR)




COMMON STANDARDS STATEWIDE

PACE PROGRAM
GUIDELINES
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PACE is a WIN-WIN-WIN (WIN-WIN)

Property Owners — lower utility bills, energy independence, energy efficiency, property
value increase, resiliency

Contractors — source of increase in business, more local hiring, best practices, keeping
up with technology advancements

Lenders — new loans, steady & stable process, fully collateralized, Tax Assessment lien
position, improved asset value

State of Texas — reduced peak demand, enhanced grid reliability, distributed
generation as resilient power source, improved air quality, water resource conservation

Communities — increased economic development and jobs, improved building

infrastructure, more appealing building stock and plants
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QUESTIONS?

Dub Taylor, COO
Texas Pace Authority
dub@texaspaceauthority.org

® TEXAS PACE
g

www.TexasPACEAuthority.org
e
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