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Financing options available in the market

COLOR KEY

» RENEWABLE ENERGY (RE)
ENERGY EFFICIENCY (EE)

» BOTH RE & EE

Energy Efficiency and P Internal Funding

Renewable Energy Financing

Traditional Financing Specialized Financing
Property Assessed -
Leases Clegn Er):ergy PACE Energy Services

P Capital Lease » Commercial Loan P On-Bill Financing » Commercial PACE » Energy Performance
(OBF) Contract (EPC)
P Operating Lease » Below-Market Loan P Residential PACE (not
» On-Bill Repayment included in Navigator) » Efficiency-as-a-
P Tax-Exempt Lease (OBR) service
P Solar Lease » Power Purchase
Agreement
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Estimated market size by financing option

Type U.S. Market Since? Notes

» ESPCs have supported investments of $45B but only
half have used third-party financing

SciFEREee =2z Bl LS * Typically used for large scale federal & MUSH
projects, but also available for C&l
CIEIR/OIEIR SIS Bl 1970s ggfléigri‘girr? rg]c;srri:r]nzezrcsi;?tseesc?osr,o tfhzeorle63t in residential

 High growth but high uncertainty due to poor data
Efficiency-as-a- - « Off balance sheet option
service/ESAs U el AU  Financial Allies have completed nearly $200M

» Navigant expects $1.6B global LaaS industry by 2025

* High uncertainty due to poor data

« Are the underlying instruments behind other financing
types which creates further uncertainty

* Financial Allies have completed around $3.8B

» Operating leases coming on balance sheet in 2019

~2000

Loans & Leases Very large BCE
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3 Important lessons

on demystifying efficiency finance for building owners

a Interest rates are insidious

g Channel partnerships are king

e We need not be a reactive industry




Interest rates



Checklist for conversations with building owners
Have you thought beyond interest rate?

Is cashflow positivity important?

Balance sheet and ownership preferences?

Level of installation and maintenance support?

Is transferability on building sale a factor?

Do you need a scalable, enterprise-wide solution?




Channel
partnerships
are king




Deal origination channels*

90/10

Channel Partnerships Direct-to-customer

* Anecdotally cited by many Financial Allies



We need not
be a reactive
industry




The Better Buildings Financing Navigator

The Navigator is an online tool that helps public and private organizations find
financing solutions for EE&RE projects.

With the Navigator, you can...
G Explore: Learn the basics of
the EE&RE financing market

| ] o Find: Answer a few simple
The Navigator helps you cut through this complexity to secure financing that works for you. 9 ques t|0ns to See WhICh f|nanc|ng

options might be a fit for your project

‘What would you like to do?

Find ﬁnanc!g Im r | Explore ¢ Connectawi

that fits finaheing | Finaial }\

2 Wiy i | e Connect: Speak to Better Buildings
Financial Allies who may be able to
finance your project

Now available at; https://betterbuildingssolutioncenter.energy.gov/financing-navigator
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https://betterbuildingssolutioncenter.energy.gov/financing-navigator

FINANCING LANDSCAPE

The diagram below summarizes the energy efficiency and renewable energy financing options available in the market. “Traditional” options are
commonly used to finance these projects in addition to other types of goods and services, whereas “specialized” options are specifically designed
for efficiency and renewable energy. Organizations can also fund projects internally without seeking third-party financing. For a more detailed
typology of financing options, see LBNL's "Current Practices in Efficiency Financing” report.

COLOR KEY

» RENEWABLE ENERGY (RE)
EMNERGY EFFICIENCY (EE)

» BOTH RE & EE

Energy Efficiency and

. . b Internal Fundi
Renewable Energy Financing nternal Funding

Traditional Financing

Specialized Financing

Property Assessed

T

P Capital Lease
P Operating Lease
P Tax-Exempt Lease

P Sclar Lease

P> Commercial Loan

P Below-Market Loan

P On-Bill Financing
(OBF)

P On-Bill Repayment
(OBR)

Clean Energy (Pace)

P Commercial PACE

P Residential PACE (not
included in Navigator)

Energy Services

Energy Performance
Centract (EPC)

Efficiency-as-a-
service

P Power Purchase
Agreement

Ready to take the next step? Answer a few simple questions that will help you find financing options that are right for your
organization, or connect with financing providers directly.
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FIND FINANCING THAT FITS YOUR NEEDS

Answer the questions below about your organization, project, and preferences, then we'll match you to financing options that

might be a good fit. If you have multiple projects in mind, pick a representative project and fill out your answers accordingly.
Mouse over the “7 tooltips for guidance. You don’t need to answer all the questions, so feel free to leave some responses blank

if You ang unsure.

TELL US ABOUT YOUR ORGANIZATION

Sector (required) 2) Sub-Sector

- Select - - Salect -

TELL US ABOUT YOUR PROJECT

Project Cost (required) 4) Building Ownership Project Type
Orwened Wind Energy

Enragy

gy Efficiency

Renewabla .'-l'l-"_]:r

Other Generatio
YOUR PREFERENCES

&) De you want the financing to be on or off balance sheet?

How important is it to minimize your performance risk?

y Julyti]
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FINANCING OPTIONS
Lormon——Jomona—Jomons ——Jomone |

EFFICIEMNCY-AS-A-SERVICE ~ OPERATIMNG LEASE COMMERCIAL PROFERTY EMERGY SAMINGS
A CLEAM ENERGY PERFORMAMCE
{CPACE) COMNTRACT (ESPC)

Apglicable Sectors vy v

v

Typical project size far an ESA is $250k+, but your project
Buiikding Owrership siza is $100k. Some providers may support smaller projects. .
v

Typical Project Size v

Contract Complesity

Guaranteed Savings

Measurernent & Verification

Typical Duration

Typical Clase Time ¥4 »

v MATCH FARTIAL MATCH X NOT A MATCH MNOT IMPORTANT

ADJUST ANSWERS | VIEW SECTOR FINANCING RESOURCES | PRINT TO PDF




CONNECT WITH FINANCIAL ALLIES

FILTER:

Products Sectors Technologies Location

B SELECT ALL
B Leases

B Debts or Loans
B Bonds

B Energy Performance Contracts (EPCs)

B Energy Service Agreements (ESAs)
Proparty Assessed Clean Enangy (PACE)
On-Billing Financing/Repayment

B Power Purchase Agreements (PPAs)
B Performance Insurance
B Secondary Market Investment & Services

B Grants or Below-Market Loans

Rockwell Financial

Abundant Power Community Investment
asigrs and delivers anargy efficient ) Corporation Group
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Samas Capital
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WHA > A o 34 . ‘ A EEME

S . An Energy Services Agreement (ESA) is a pay-for-performance, off-balance sheet
ervices 1 financing solution that allows customers to implement energy and water efficiency

Ag reement B : projects with no upfront capital expenditure. The ESA provider pays for project
- development, construction, and maintenance costs. Once a project is operational, the
customer makes service payments that are based on actual energy savings, resulting in
immediate reduced operating expenses.

AN ESA MAY BE A GOOD FIT IF YOUR ORGANIZATION
» Wants to pursue retrofits across your portfolio without spending your own capital
Prefers off-balance sheet treatment for the delivery of efficency services
Wants a [my-fo'-;‘ne'?'ov"mhctf solution where a third party takes on performance risk and provides project management and maintenance

Is looking for a financing mechanism with a contract term ranging from 5 1o 15 years, with perodic buy-out options
9 9 gng yeoars, )

To compare ESAs to other financing options that might be a good fit, anawar a few questions about your organization.

Energy Services Agreement Structure

Customer

Agreement (ESA) & Maintenance

Energy Services Project Installation

Energy Services

Parformance Contract (ESPC)




FINACING NAVIGATOR RESOURCES

Larern ipsum dolor sit amet, consectetur adipiscing elit, sed do eiusmed tempor incididunt ut labore et dolore magna aliqua. Ut
enim ad minim veniam, quis nostrud exercitation ullamco laboris nisi ut aliquip ex ea commodao consequat. Duis aute irure dolor
in reprehenderit in voluptate velit esse cillum dolore eu fugiat nulla pariatur.

FACT SHEETS

Lease Financing

A lease is a simple financing structure that allows a customer to use energy efficiency equipment without purchasing it
outright. The two most common types are on-balance sheet capital leases and off-balance sheet operating leases.
Public sector organizations can alsc take advantage of tax-exempt leases. At the end of the lease, the customer may
have the option to purchase the equipment, return the equipment, or extend the contract, depending on the type of
lease used. Lease financing is offered by many equipment manufacturers and vendors as well as third-party lessors.
(Mote that operating leases must be reported on balance sheet as of 2019-2020.)

Loan or Debt Financing

Customers can borrow money directly from banks or other lenders to pay for energy efficiency projects. The customer
must then arrange the purchase, installation, and management of equipment by a third-party contractor or in<house
staff. Loan financing is offered by many equipment manufacturers, vendaors, and contractors as well as third-party
banks and lenders. Loan terms and availability may be affected by the creditworthiness of the customer, limitations on
dabt that can be taken on the balance sheet, or current debts held by the customer.

On-bill financing (OBF) and repayment {OBR) are financing options in which a utility or private lender supplies capital
to a customer to make energy efficiency improvements and is repaid through regular payments on an existing utility
bill. The benefits of OBF/OBR include low-to-zero interest rates, simple contract structure, and streamlined repayment.
However, OBF and OBR are only available in regions where utilities support on-bill programs.

Commercial PACE
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: 2018 Energy Exchange and Better Bqulngs Summlt
= August 21st-23 in Cleveland, OH
= Registration is open! Early bird registration ends June 15%

= Highlights include:

= Panel sessions and technical

trainings (earn CEUS) Pre- and post-conference workshops

= Peer-to-peer discussions Better Buildings Partner sessions
= Ask-an-Expert/FEMP Lounge = Building Tours

Networking opportunities

20
For more information and to register:

2018energyexchange.com
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Who are the Financial Allies?

43 leading financing companies
Mostly project originators

- - Some Institutional secondary
market investors (e.g. Citi) and
specialty providers (e.g. Energi)

- Active In all sectors including
C&l, MUSH, multifamily, and
residential across the U.S.

Represent large, medium, and
start-up companies

Funded $12B since 2012, with
$3.5B in 2017 alone
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The customer

acquisition valley
of death




The customer acquisition valley of death

Discovery Connection

Conversion to Next Step —

Customer Journey —

Execution




Goals of the Financial Allies program

Recognize the Allies
for their success

Educate the market
about financial
products available

Connect building
owners and vendors
with financing providers

Unlock the market with
Implementation models
and best practices
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Opportunity by Sector

Residential (35%)

Industrial (40%)

$520B
Opportunity

Commercial (25%)

Source: Unlocking Energy Efficiency in the U.S. Economy (McKinsey, 2009)
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Commercial Opportunity by Building Size

Large Buildings (53%)
Buildings over
50,000 SF

Typically support
projects $1M+

Commercial
Opportunity

Small Buildings (47%)

Buildings under
50,000 SF

Projects often less
than $1M

Better Buildings’ U.S. DEPARTMENT OF

QCHALLENGE ENERGY

U.S. DEPARTMENT OF ENERGY



Easily accessible financing by project size

Under $250k $250k - $1.5M Over $1.5M

Source: Efficiency Financing And Insurance Survey (Joule Assets, 2013)
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