Colorado Commercial Property Assessed Clean Energy (CO C-PACE) Program
Capital Provider Information and Application for Participation

Section| - Background

CO C-PACEand its Program Administrator! (PA) are seeking Qualified Capital Providers (QCPs) forits C-
PACE Program (PROGRAM). QCPs are defined as banks or otherlendinginstitutions which have received
approval from the PROGRAM to provide financing for CO C-PACE projects that have been approved for
funding by the PA.

The PROGRAM will not use taxpayerfundsto finance CO C-PACE Projects (PROJECTS). It will support the
work of the PA to build and maintain the PROGRAM infrastructure and the PACE Data Management
Platform (PDMP) needed to assess project technical and economicfeasibility. In addition, the PDMP will
generate the documentation necessary toinformand help achieve mortgage holder consent required
for CO C-PACEfinancing. It will also support QCPs wishingto finance PROJECTS. ?

The QCP selected by the building ownerwill enterinto aFinance Agreement which will enumerate the
“RIGHTS” to be assigned to the QCP for the term of the payment obligation, which may, dependingon
the useful life of the project, extend up to 25 years. Such RIGHTS, including foreclosure, will be assigned
by the PROGRAM as evidenced by the lienrecorded on the subject property.

Colorado C C-PACE s taking an open market approach and will not grant exclusive access to any single
capital provider. Thisopen marketapproach will offer multiple financing options to building owners,
enablingthe PROGRAMto achieve its mission of making financing accessible and affordable. QCPs will
be provided an opportunity to bid on projects as they are originated by the PROGRAM. However, should
an owner pre-selectacapital providerfora specific project, the selected capital provider must complete
the Capital Provider Application and Participation Agreementin Section I.

The PROGRAM maintains a draft standard Assessment and Financing Agreement, and a Mortgage
Holder Consent Agreement foruse by QCPs. QCPs will be provided the opportunity to commenton the
standard documents. CO C-PACE will also consider similar Agreements provided by the QCP, the use of
which will be permitted upon approval by the PROGRAM. Upon submission for specific projects
however, all legal documentation shall remain subject to PROGRAMapproval.

1. Colorado CO C-PACE:

The Colorado General Assemblypassed the New Energy Jobs Creation Act of 2010 (HB 10-1328), as
amended by the New Energy Jobs Act of 2013 (SB-13-212) and SB-171, enactedin 2014. These statutory
provisions are codified at C.R.S. 32-20-101 et seq. (collectively, the CO C-PACE Statute). The CO C-PACE
Statute established the Colorado NewEnergy Improvement District (NEID or the “District), to be
governed by a Board of Directors (Board) comprising seven members, including representatives from
the Colorado Energy Office, the real estate developmentindustry, banking, the energy efficiency and

1 SustainableReal Estate Solutions, Inc. (SRS)

2 CO C-PACE financing has two significantadvantages: (1) the projects are generally cash-flow positive, and (2)
creditriskis reduced by the attachment of the CO C-PACE liento the property. Given the high security of the CO C-
PACE lien,the PROGRAM permits QCPs to utilize prudent underwritingcriteria thatare focused on the credit-
worthiness of the property rather than the owner.



renewable energy industries and public utilities. The current members of the Board are listed at
https://www.colorado.gov/pacific/energyoffice/new-energy-improvement-district-board

For a projectto be eligiblefor PROGRAM financing, the following conditions must be met:
a) Mortgage HolderConsent

The PROGRAM requires that priorto the imposition of the CO C-PACE lien, which will be seniorin
priority toall commercial mortgages on the property, commercial property owners must receiveand
provide tothe PA written consent of the existing holder of mortgages of deeds of the trust on the
property.

b) BuildingEligibility

In orderto be eligiblefor PROGRAMfinancing, the property seeking financing must meet the
following requirements:

e The property must be locatedina participating County.

e Theapplicant must provide evidence thatitisthe legal ownerof the property and that all
the legal owners of such property agree to participate.

e The property mustbe a nonresidential property. Multifamily properties containing five
dwelling units ormore are eligible.

e The property must have a property tax identification number. For building owners who are
exemptfrom property tax liability, the County must agree toissue a property tax ID for
collection purposes.

c) ProjectEligibility

CO C-PACEtransactions eligible forfinancing mustinclude PROGRAM approved energy efficiency,

renewable energy and/orwaterconservationimprovements. For more information see the Program
Guide.

2. Underwriting Standards:

Colorado CO C-PACE has not (and will not) set strict project underwriting criteria. At aminimum, QCPs
shall utilize underwriting criteria thatinclude butare notlimited to the following:

a.) Total property-related debtto property value ratio (Total property-related debtincludes
mortgage debt, the CO C-PACEfinancingand any otherobligations secured by the property).
The property value which may be established as either (i) the assessed value of the property, or
(ii) itsappraised value, as supported by arecentappraisal. In either case, the property’s value
may include the enhanced value of the property resulting from the installation of the
improvements being financing with CO C-PACE.

v' QCP shall identify acceptableratio.

b.) The property ownerhas been currentonits property tax and assessment payments.
v" QCP shall identify required period of time for current payments, and any exceptions, e.g.
newly owned property.



c.) The property owner must not have anyinvoluntary liens, defaults, orjudgments applicableto
the subject property. A property ownermay be able to participate if it can demonstrate that
thereisan acceptable reasonforthe lien, default, orjudgmentand provide supporting
documentation.

v" QCP shall identify allowable exceptions and required documentation.

d.) The property owner(s) ortheir affiliated companies have notbeen adebtorina bankruptcy.
v" QCP shall identify bankruptcy look-back timeframe.
¥v" Under no circumstances shall aCO C-PACElien be allowed on a property thatis subject
to bankruptcy proceedings, regardless of owner qualifications.

e.) Cash flow generated by the property.
v Identification of how QCP will determine property owner’s ability to make the Special
Assessment fee payments as established in the Financing Agreement and secured by the
CO C-PACElien.Such determinationisatthe discretion of the QCP but could include
QCP standards fora savings-to-investment ratio (SIR) or debt service coverage ratio
(DSCR).

3. Finance Agreement:
Upon approval by the PA of the property and project forfinancing, the QCP will enterinto a Financing

Agreement with the property ownerthat will identify all terms of the transaction including, but not
limited to:

i) Term of repayments

i) Paymentamounts andfrequency

iii) Collection through County property tax collection infrastructure

iv) Delinquency and default consequences, including foreclosure

v) Non-acceleration of obligation

vi) Transferability of obligation upon sale or othertransfer of ownership

vii) Assignability of Financing Agreement rights to the QCP
viii) CO C-PACElienrecordation on property title.

4. PACE Assessment Recording, Billing, and Collection

Upon receiving written notice from the PROGRAM the County shall promptly levy the PACE assessment
againstthe qualifying commercial real property to be benefited by the energy improvements financed
by QCP and described inthe Financing Agreement, and shall place alien on the qualifyingcommercial
real property to secure payment of the PACE assessment. Colorado CO C-PACE will assign the PACE
assessmenttothe project’s QCP.

The County, shall bill the PACE assessments in the same mannerasit billsitsreal property taxes or other
special assessments. The PACE assessment payments shallbe due on dates concurrent with the County’s
normal property billing practice.



5. Payments:

PACE assessments collected by the County willbe remitted to a SERVICER.3 The SERVICER will remit
funds due to the QCP that fundedthe project.

6. Becominga Qualified Capital Provider:

A capital providerinterested in offering CO C-PACE financingin Colorado must submitacompleted CO C-
PACE Capital Provider Application and Participation Agreement (Section I1)

CO C-PACE Qualified Capital Provider Application and Participation Agreement

Process for filing an Application:

Applicants may submit theirinformation via email to: ProgramAdmin@copace.com

There isno deadline by which applicants must submitan Application

Within two weeks of receipt of the Statement of Qualifications, PA will inform each applicant of
its status.

At its discretion, the PA may contact respondentsto schedule aninterview toresolve any
qguestions.

Once the capital providerhas been qualified, the PAwill review andincorporate, atits sole
discretion, selected marketing materials provided by the QCP on the copace.com website.
Right to Rescind: At any time and at its sole discretion, CO C-PACE reserves the right to rescind
the “QCP status” of any capital provider.

Section- Il: CO C-PACE Capital Provider Application and Participation Agreement

Part A: CO C-PACE Capital Provider Application (Attached)
Part B: COC-PACE Capital Provider Participation Agreement (Attached)

or the combined documentis accessibleat:

http://copace.com/wp-content/uploads/CO C-PACE CP Application PartiAgmt.pdf

3 To be appointed by the PROGRAM


http://copace.com/wp-content/uploads/CO_C-PACE_CP_Application_PartiAgmt.pdf

