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Definitions

Performance Contract
Energy Services Company (ESCO)
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Energy Reduction
Business Value Creation
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Description of PACE

* PACE, property assessed clean energy, was passed into law In
California in 2008 and is now available in 31 states.

» The program provides for the issuance of municipal bonds/loans
backed by a property tax assessment on the property.

* Proceeds from the issuance of the bonds provide 100% non-
recourse term financing for energy efficiency and renewable
energy installations on properties leased to port authority
tenants.
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PACE Description

Security: PACE is a tax assessment; payment is made with the pr:
taxes. There is no deed of trust or UCC-1 filing.

Amount: 100% financing which includes all fees and expenses
Rate: Approximately 6.5% - 7.0% for 20 years

Accounting Treatment: PACE is off-balance sheet financing.
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PACE Description

Recourse: PACE is non-recourse and looks only to
value of the property.

Lease Treatment: PACE is a property tax assessment and
passed-through to the Port Authority’s te

Underwriting: 80% LTV; 1.25x debt service coverage
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Contact Information

L. Jean Dunn, Jr.
Founder and CEO
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Evaluating 3P’s

« Common misperception is that PPPs are always a more expensive form of project delivery
for Governments and Quasi-Governmental Public Authorities

 As highlighted by the National Council for Public-Private Partnership’s (NCPPP) white paper,
“Testing Tradition: Assessing the Added Value of Public-Private Partnership”, a thorough and
proper evaluation involves several analyses:

»  Costs of deferred maintenance, repair, replacement
>  Project timing
> Complete financial analysis using Value for Money (Vfm) assessment on Net Present
Value (NPV) basis
Establish Public Sector Comparator (PSC) as baseline to compare to PPP or privatized options
Conduct full Life-Cycle (FLC) cost and revenue analysis for each option
. Value and assess transfer of risk more effectively

Financing costs for projects may be higher for PPPs however FLC analysis often
shows savings over time due to risk allocation, design, construction, and long-
term O&M.
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3P Financing Structure — Energy Efficiency Project

Service Contract

Port Authority

N

7
Performance
Guaranty

Developer/ESCO Assignment of Payments
EPC and O&M Payments

N

N\ N\
Utility Debt
Upgrade or New service/Savings Fundin . )
Generation payments g Energy and Water ECMs Procee dgs Service/Equity
Returns
\4

Energy & Water Special Purpose Entity

Savings Projects

Renewable Energy or
Distributed Capital Debt Capital
Generation Project Proceeds |, Service | Proceeds

Debt Uz

Equity

11 Bostonia.Partners



CHP Ownership and Financing Structure

Commodities Combined . CHP Plan/to
(Power, Heating, Hot Water) Heat & Power P onstruction / O&M

Facility

E Asset Ownership

Commodity . Construction /
Purchase Agreement SpECIa| O&M Agreements

Purpose Entity ﬂ

Energy
Services
Company
Commodity

Purchase
Payments $$$

A

Financing Proceeds $$$

Trustee Financier

Certificates / Debt Service

Represents contractual agreements
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Peter Y Flynn
Executive Vice President
617-226-8103 Direct

617.437.0150 Main
pflynn@bostonia.com

Bostonia Partners

One Exeter Plaza,
699 Boylston St., 7th Floor
Boston, MA 02116

www.bostonia.com

This information has been prepared solely for information purposes and is not an offer to buy or sell or a solicitation of an offer to buy or sell any security or instrument
or to participate in any trading strategy. No representation or warranty can be given with respect to the accuracy or completeness of the information, or that any future
offer of securities, if any, will conform to the terms hereof. Bostonia disclaims any and all liability relating to this information, including without limitation, any express
or implied representations or warranties for, statements contained in, and omissions from, this information.
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What is ESPC?

= Implementation of energy saving measures, paid for by
guaranteed savings from future operating budget

= Approach is over 30 years old, approx. $4.1 billion market

in U.S. in 20131
— “SMUSH?” Sector > 50% of ESPC Market

Federal State/Local
21.4% 24.0%
Residential/Other
3.3% [I—
_ _ Public Housing
I Lawrence Berkeley National Laboratory, “Current Size and 4.9%
Remaining Market Potential of U.S. ESCO Industry”. (Presentation C&l K-12 Schools
to Energy Services Coalition, August 13, 2013) 8.1% 19.4%

Health/Hospital
5.9% Univ/College
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ESPC Concept

Margin of Error

Finance Savings
Payments

Utility
Costs

Utility Utility
Costs Costs

Before During After
ESPC ESPC ESPC
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Why do one?

* Repurpose wasted utility dollars to:
— Upgrade to high efficiency energy systems
— Stablilize energy costs

— Improve budget accuracy

i fll_lf'é ﬂ#,
— Address deferred maintenance

— Eliminate costly emergency
repairs
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Aggregating Measures Balances Payback

W'— Optimized energy
management systems

=

ow flow fixtures

— High Efficiency Lighting :

— Windows and building
weatherization

— Renewable e
T e
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So: Don’t eat the low-hanging fruit !

= We will package and sell it,
to buy a ladder,
to reach the higher fruit
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Basic Financing Concept:
Enerqy Savings >Finance Payments

. Loan, Lease, or
Energy Services

Municipality, Bond
Agreement Agency, or
Institution Agreement
Energy .
i Finance
Savings
Project ' Payments

Payment

Qualified
Energy Financial

Services Institution
Provider
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How do | proceed?

[Step 1: Select Energy Service Company (ESCO)

[Step 2: Investment Grade Energy Audit (IGEA)

[Step 3: Arrange Financing

[Step 4: Finalize ESPC Contract...Construct

energize
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First Projects under CT ESPC Program

Connecticut Valley Hospital —

C|ty of Bristol —
IGEA phase

Selected QESP, beginning
IGEA

Dept of Corrections —

IGEA phase
Dept of Motor Vehlcles -
IGEA phase Town of Enfield -
Selected QESP, beginning
energ ize
CONNECTICUT a:T IGEA

e


http://www.google.com/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&docid=5pXikQviNMw6KM&tbnid=NBkG78XFpSdTFM:&ved=0CAUQjRw&url=http://century21classichomes.com/bristolct.html&ei=opdFUqjfF4_I4APjmoAg&bvm=bv.53217764,d.dmg&psig=AFQjCNGZnxw96Qw_oTn-xKcpkx1-sdLKTA&ust=1380378898502820
http://www.google.com/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&docid=5pXikQviNMw6KM&tbnid=NBkG78XFpSdTFM:&ved=0CAUQjRw&url=http://century21classichomes.com/bristolct.html&ei=opdFUqjfF4_I4APjmoAg&bvm=bv.53217764,d.dmg&psig=AFQjCNGZnxw96Qw_oTn-xKcpkx1-sdLKTA&ust=1380378898502820
http://www.google.com/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&docid=tr75Y8ZHGCCQuM&tbnid=TQSpDFX4AHCwgM:&ved=0CAUQjRw&url=http://www.ct.gov/dmhas/cwp/view.asp?q=416778&ei=RIFuUoeNCpTD4AOqkYCgBw&psig=AFQjCNGuAl-_6fQyjqatIjAludUL8DtHWg&ust=1383060153381046
http://www.google.com/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&docid=tr75Y8ZHGCCQuM&tbnid=TQSpDFX4AHCwgM:&ved=0CAUQjRw&url=http://www.ct.gov/dmhas/cwp/view.asp?q=416778&ei=RIFuUoeNCpTD4AOqkYCgBw&psig=AFQjCNGuAl-_6fQyjqatIjAludUL8DtHWg&ust=1383060153381046
http://www.google.com/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&docid=bjXoveXIFvZ0tM&tbnid=g--v4ikpGScdAM:&ved=0CAUQjRw&url=http://www.ct.gov/dmv/cwp/view.asp?a=808&q=244616&ei=2oFuUvGVJY6i4AOVx4HQDQ&psig=AFQjCNFY7CdYwcRb2SUKdFIJxukt7VxsTA&ust=1383060296869912
http://www.google.com/url?sa=i&rct=j&q=&esrc=s&frm=1&source=images&cd=&cad=rja&docid=bjXoveXIFvZ0tM&tbnid=g--v4ikpGScdAM:&ved=0CAUQjRw&url=http://www.ct.gov/dmv/cwp/view.asp?a=808&q=244616&ei=2oFuUvGVJY6i4AOVx4HQDQ&psig=AFQjCNFY7CdYwcRb2SUKdFIJxukt7VxsTA&ust=1383060296869912
http://www.google.com/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&docid=kHpaurqynU7sPM&tbnid=Fcrfw-OZ5TvNqM:&ved=0CAUQjRw&url=http://www.enfield-ct.gov/&ei=VWPaU-7ANqfV0QXJs4HwCA&bvm=bv.72185853,d.cWc&psig=AFQjCNENsM8lC13cFiLVJ9DMwwL7kuWq2Q&ust=1406907592991405
http://www.google.com/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&cad=rja&uact=8&docid=kHpaurqynU7sPM&tbnid=Fcrfw-OZ5TvNqM:&ved=0CAUQjRw&url=http://www.enfield-ct.gov/&ei=VWPaU-7ANqfV0QXJs4HwCA&bvm=bv.72185853,d.cWc&psig=AFQjCNENsM8lC13cFiLVJ9DMwwL7kuWq2Q&ust=1406907592991405

Lessons Learned to Date:

Development Stage

= Schedule stakeholder meeting asap. Management must
lead to obtain buy in, define roles and responsibilities

Standardized contract documents protect host’s interests
— Significant value add for state program

Negotiate minimum ESCO mark ups as part of the
selection criteria

Need to define and communicate anticipated % design
complete at contract signature

Not really “no up front cost”...

— Need to reserve funds for IGEA
= May include utility interconnection study fees for DG

— Must engage Registered PE as owner’s agent to review PSA,
IGEA calculations, and Scope of Work

— May need to install sub-metering to establish baseline
= Will avoid/reduce M&V costs during performance stage
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Lessons Learned to Date:
Study and Implementation Stages

= Maintain open channels of communication

= Get utility to provide ALL historic consumption
data in electronic format

= Seek to leverage savings from recently
completed projects to fund long payback ECMs

« Stage ECM installation start dates to follow
completion and acceptance of design
* Require Fault Detection and Diagnosis software

— FD&D will be owned and operated by ESCO with split
responsibility for corrective action

energize
CONNECTICUT &T
e




energize ev:T Empowering you to make

CONNECTICUT smart energy choices




Resources

State Energy Offices
Dept. of Energy

Matt Cohen - Matt.Cohen@state.ct.gov

Peter Flynn - PFlynn@Bostonia.com

Jean Dunn - LIDunn@strucfinance.com

Chris Silkie - Christopher.Silkie@cardno-gs.com



