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THE PROBLEM OF DEFERRED MAINTENANCE
AND THE PACE SOULUTION

Conventional TX-PACE
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History of Texas PACE Financing

The Texas Property Assessed Clean Energy
(TX-PACE) program was approved by the
State legislature through the Texas PACE Act
in 2013, and amended in 2015 and 2017.

Can be found at Chapter 399 of the
Texas Local Government Code.

Authorizes local governments (counties
and cities) to adopt program through a@
two-step process.

Nationally, PACE financing programs can be

. Map key
found in 32 states and DC.
o
Active program(s) Program in development PACE-enabled
Graphic from PACENation.org & TEXAS PACE
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THE GROWING
TEXAS PACE
MARKET

109 local PACE programs
50 Cities
59 Counties

75% of Texas’ population
covered

https://www.texaspaceaut
hority.org/service-areas/

 TEXAS PACE

AUTHORITY
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$600,000,000.00

$500,000,000.00
$400,000,000.00
$300,000,000.00
$200,000,000.00
$100,000,000.00 - I

m 2016 m 2017 m 2018 2019 m 2020 m2021 m 2022 w2023 m 2024 m 2025

= @ $ — ¥

109 96 *540,546,518 6,845 47,644 84,334,699 84,262 134,809,870

PACE Programs Projects Dollars Jobs CO2 Reduced Energy Saved Natural Gas Saved Water Saved
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History of Houston’s PACE Program

Houston City Council adopted PACE in 2015.
» Ordinance No. 2015-1040 (Nov. 4, 2015)
Notice of Infent to adopt program and publication of drafts
Public hearing
This ordinance then adopted Houston PACE Program
» Ordinance No. 2017-106 (Feb. 12, 2017)
Updated forms
Delegated future updates to ARA Director
> Sept. 6, 2024 administration transferred to Mayor's Office of Recovery
and Resiliency
» No government personnel or budget resources/taxpayer dollars are
required to implement and operate a Texas PACE program.
» Houston PACE covers extra-territorial jurisdiction (ETJ).

TEXAS  PACE

AUT HORITY City of Houston selected Texas PACE Authority to administer its program.
» Ordinance No. 2015-1040 (Nov. 4, 2015) hired TPA, expired July 2021

» Request for Qualifications (Nov. 20, 2020), TPA only respondent

» Ordinance No. 2021-1093 (Dec. 14, 2020) new TPA contract

Nonprofit that operates as an extension of City staff.

Currently administers 109 PACE programs statewide. % N TAER,
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A SOLUTION...
PACE = P B C E

Innovative financing tool that provides long term, low cost, 100% funding for
Energy efficiency,
Water conservation,
Distributed generation projects

Eligible Property

Commercial (including non-profit)
Multi-family (5+ units)
Industrial (manufacturing/agricultural)

Special use (Storage, Data Center, Manufacturing)

& TEXAS PACE

= AUTHORITY
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TX-PACE-Eligible Improvements

Projects that reduce energy or water usage or generate power onsite

Energy Water
High efficiency HVAC (AC/chillers, boilers, « High efficiency water heating systems
furnaces, air handlers) « Water conservation systems
High efficiency lighting upgrades « Wastewater recovery and reuse systems
Energy management systems and conftrols ¢ Alternate, on-site sources of water (A/C
Building envelope improvements condensate, rainwater, RO reject water,
Renewable/DG energy systems foundation drain water, etfc.)
Mechanical system modernization « On-site improvements to accommodate
Air cooled systems to water or geothermal reclaimed water use
cooled systems « Water management systems and controls
Fuel switching (indoor and outdoor)
Combustion and burner upgrades » High efficiency irrigation equipment

Heat recovery and steam traps
® TEXAS PACE

1" A UTHORITY
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What is Texas PACE Financing

Water and Energy Conservation:

It is a City of Houston Program that incentivizes commercial property owners with
private lenders to conserve water and energy by enabling affordable funding for
high efficiency equipment, building components, and systems.

Real Estate Reduced Financing Costs, Reduced Operating Expenses, and Increased
Cash Flow:

It provides a lower cost capital stack to owners and developers, 100% loan to value
loans on PACE eligible items, competitive interest rates, longer payback periods,
reduced operating expenses, and the loans are non-recourse.

Economic Development:

It enables property owners to bring older buildings back to being competitive and
sustainable and new buildings to make the numbers work, all which attracts jobs
which create demand for amenities and services in the immediate area. It also
increases the value of older, less desirable buildings on the property tax rolls.

© 2025| Texas PACE Authority



Municipalities r‘*q ® TEXAS PACE \\.//

Counties Bm = = AUTHORITY tll\h
501(c)(3)

Governmental
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Capital Providers Property Owners Service Providers
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e
PACE Act: Gov't Assessment Financing

An assessment under this chapter may be imposed to .
repay the financing of qualified projects on real
property located in a region designated under this
chapter. LGC §399.004(a)

“the Legislature intended to treat the [special]
assessment, at least with respect to lien priority status,
enforcement, and delinquencies including the recovery
of costs and expenses, in a manner similar to real
property taxes.” -Texas Attorney General Opinion No.
KP-0210 (Aug. 13, 2018)

& TEXAS PACE
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PACE-OPERATING + DISPOSITION

Chapter 399 of the Local Government Code

Government assessment (obligation on the property in exchange for a benefit) placed, held,
and enforced by a City or County

Nonrecourse

Nonaccelerating

Survives forfeiture

Same status as a tax lien

Require written consent of a senior lender

Operation + Disposition

Operation:

v' Assessment may be passed through to tenants on a NNN or Modified Gross lease
v' Assessment installments are paid directly to the PACE lender | - 1-2x per year

Disposition:

v' Assessment is automatically passed on to new ownership in the event of ownership change
v' Can prepay at any time — prepayment penalties are negotiated with the PACE lender

& TEXAS PACE
¥
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Who Pays for the PACE Program:

Texas PACE Financing is a user-paid funding option. No taxpayer funds are used. The
City does not incur any personnel or budget resources on the program.

What role does Texas PACE Authority (TPA) play:

TPA has a professional services agreement with the City to be the Program

Administrator of the City’s PACE program. TPA fees are paid by borrowers of PACE
loans.

TPA promotes, educates, markets, and does lead generation and business
development for the program; they also provide advice to interested parties and
assist them with contacting PACE Lenders, Service Providers, and Consultants
proficient in Texas PACE Financing.

TPA also manages and provides quality control over the application and

documentation process through loan closing and continues to monitor compliance
until the loan is paid.

© 2025| Texas PACE Authority



e
Underlying Finance Documents

Document Title Parties Date Executed
Financing Agreement Property Owner and Lender [ ],2021
Promissory Note Property Owner [ ],2021
Disbursement Agreement Property Owner and Lender [ ], 2021
Unlimited Guaranty Guarantor and Lender [ ], 2021

o TEXAS PACE
v
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PACE Act: Coniracts & Notice

EACK CANER CONTRACT
.
as
(Owwer (
 Propery EACE LENDER CONTRACT
A
Cenermmene @ nas
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" A The Property Assessed Clean Energy Act (“PACE Act”), Texas Local
Government Code Chapter 399, authorizes the governing body of a local government to establish
¢ premevry a program and designate a region within the local goverment’s jurisdiction within which an
Gefined = o Awtworiard B authorized representative of the local government may enter into written contracts with the
Ouser Costi record owners of 1, industrial, Il and large ly residential (5 or
wibhe ¢ more dwelling units) real property to impose assessments on the property to finance the cost of
b Aserued R permanent improvements fixed to the property intended to decrease water or energy consumption
o Locel Ges = e . or demand. Unless otherwise expressly provided herein, all terms used herein have the same
Progerty cort ;; otar’s ,: meanings ascribed to them in the PACE Act.
v
Cormpte
pon cawntyl < ' B (“Local G ") has established a program under the
ot o orwi P PACE Act pursuant 10 a dated , adopted by the
Property wil (Prgery Of (the "PACE Program”), and has designated
Propect’) I et o ooy (“Authorized Rep ive”) as the authorized to enter into and enforce the
porssst 0 - Assessment, Owner Contract and Lender Contract described herein, and has designated the entire
v = o ShyEyveRmiy territory within the f jurisdiction as a region (“Region”) within which the
Contracond Al WA & o i) Authorized Representative and the record owners of such real property may enter into written
02 of the contracts 10 impose assessments to repay the financing by owners of qualified improvements on
e :: 'ku‘: the owner’s property pursuant to the PACE Program
) C. (“Property Owner”) is the legal and record owner of
n L the qualified “real property,” as defined in Section 399.002 of the PACE Act, within the Region
—_— segeeed by Sl located at 5 , Texas, and more fully described in Exhibit A
=d sude 3 gl attached hereto and made a part hereof (the “Property”).
Loesl Govermett
Neooce OF Contt D. Property Owner has applied to Local Govemnment to participate in the PACE

RGN I

Program by installing or modifying on the Property certain permanent improvements described
B attached hereto and made a part hereof, which are intended to decrease water or
energy consumption or demand, and which are or will be fixed to the Property as “qualified
improvements”, as defined in Section 399.002 of the PACE Act (the “Qualified

Imp: ). The 1l or modifi of such Qualified Improvements on the
Property will be a “qualified project” as defined in Section 399,002 of the PACE Act. Property
Owner has entered into a written contract (the “Owner Contract”) with Local Government
pursuant to the PACE Act and the PACE Program and has requested Local Govemment to
impose an assessment on the Property to repay the financing of such Qualified Improvements.

Owner Contract: between Property Owner
and Local Government
LGC §399.005 and §§399.006(b)&(d)
Approved form LGC §399.009(a)(2)

Lender Contract: between PACE Lender and
Local Government

LGC §399.006(c)

Approved form LGC §399.009(a)(3)

Notice of Contractual Assessment; executed
and recorded by Local Government

LGC §399.013 TEXAS PACE

(]
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PACE Underwriting Criteria

Savings to Investment Ratio (SIR)
SIR > 1 required

Utility/Operating Savings >50% --- Financial Savings < 50%
Verified by Independent Third Party (Texas Licensed PE)
Loan to Value (LTV)

PACE financing can be up to 25% of CAD-assessed property value
or Up to 35% of Appraised Value

Loan Term

< to weighted useful life of PACE-financed measures
Mortgage Holder Consent

Senior lender must consent to PACE assessment (if applicable)

© 2024 | Texas PACE Authority



Uses of Texas PACE Financing

Retrofit/Repurposing

New MEP systems, building envelope upgrades, water
conservation, onsite generation, energy storage

New Consiruction/Gut rehabilitation
Above code, higher performance systems
Refinancing

Within 24 months of last PACE eligible improvement

Pay for today’s upgrades with tomorrow’s savings
Improves assets - budget neutral/cash flow positive
Lowers utility usage/costs - increases net operating
iIncome

© 2025| Texas PACE Authority



& TEXAS PACE

BUTLER BROTHERS BUILDING ¥ IR

HVAC - Lighting ¢ Insulation « Roofing
Glazing Plumbing e Irrigation « Envelope
Assessment: $24M

BEFORE AFTER

Senior Debt [EB-5) 6.25% Senior Debt (EB-5}
$4% 5MM Lo $42 5MM

Histaric Tax Cradits Historic Tax Cradits

$21.9MM 3% $27.9MM
Mezzanine Loan PACE
$22MM 6.13% $23.9MM
Equity Equity
$22.4M 10% $22 . 4AM
2.29% 7.46%

Weighted Average  Weighted Average
Cost of Capital Cost of Capital

Copyright © 2024 | Texas PACE Authority
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CONTINENTAL GIN BUILDING | o mer

Mixed Use — office & retall

Roofing * Glass/Glazing * Ext. Walls
Mechanical/HVAC - Lighting Solar « Elevators
* Assessment: S5M

Class A Member Class B 0Z Members State Tax Credit Investor
(lass C Member

63.70% 330
1%/100%SHTCs

TIF Development

t Qualified Opportunity
. Agreemen Fund
City of Dallas > 3309EmTIF, Inc.
Federal Tax Credit Investor
1% during Compliance/94%
1% .
TEFu after Compliance

Managing Memb 100% SHTCs

PACE Lender anaging iemoer FHTC Contributions

98% during Compliance Period
. d 5% after Compliance Period
bridge Lender 3309 Elm Owner, LLC
{Owner / Landlord) (Q0ZR)
Construction Loan

Copyright © 2024 | Texas PACE Authority




Source

Sponsor Equity

Federal Investor Equity

State Investor Equity

3309 EIm TIF, Inc. (TIF Contributions)*

PACE Lender

Frontier State Bank

3309 Elm Developer, LLC (Sponsor DDF Loan)
Subtotal

Use
Acquisition
Soft Costs
Hard Costs
Deferred Developer Fee
Operating & Debt Reserve
Subtotal

*City of Dallas TIF Grant of $3,000,000to be paid by City from 2021 through 2026

Copyright © 2024 | Texas PACE Authority

7,000,000
4,056,282
5,236,925
1,000
5,250,000
12,500,000
3,200,000

WA

37,244,207

3,307,462
5,554,086
24,182,659
3,200,000
1,000,000

W N A D AN N

37,244,207

18.79%
10.89%
14.06%

0.00%
14.10%
33.56%

8.59%

L
Continental Gin Sources and Uses

& TEXAS PACE
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City of Houston by the Numbers

R S & @ ¢

11 * 38,807,330 511 8,563 15,761,669 36,360,720 6,810

Projects Dollars Jobs CO2 Reduced Energy Saved Water Saved Natural Gas Saved
Completed Invested Created (tonnes/yr) (kWh/yr) (gallons/yr) (mmBTU/yr)

Chart located on TPA City of Houston Webpage

https://www.texaspaceauthority.org/home/service-areas/city-of-houston/

® TEXAS  PACE
El AUTHORITY]
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Project
Nickname

702 LLC, 2025

Houston Area
Urban League,
2023

First UU
Church, 2022

PACE
Program

Houston,
City of

Houston,
City of

Houston,
City of

Property
City

Houston

Houston

Houston

Assessment
Amount

$4,000,000

$738,952

$488,120

Capital
Provider

Imperial

Ridge Real
Estate Capital

Nuveen Green

Capital

Nuveen Green

Capital

Property
Type

Multifamily

Office

(Nonprofit)

Religious

(Nonprofit)

Project Measures

Lighting,
Renewables/Distributed
Generation, HVAC,
Water Efficiency,
Building Envelope

HVAC, Lighting,
Envelope, Plumbing
and Water

Conservation, Window
film

Envelope, Lighting,
HVAC, Solar

® TEXAS  PACE
El AUTHORITY]



Project PACE
Photo .

Nickname Program
Stonecreek at Houston,
Copperfield, City of
2020
Westin Houston Houston,
Medical Center City of
II, 2020
World Gym, Houston,
2020 City of

. HBDi, 2020 Houston,

City of

Property
City

Houston

Houston

Houston

Houston

Assessment

Amount
$2,800,000

$2,975,599

$1,000,000

$1,264,071

Capital
Provider

Counterpointe

SRE

Petros PACE

Finance
Titling Trust

Nuveen Green

Capital

Nuveen Green

Capital

Property

Type
Multifamily
(Senior)

Hospitality,
Retail

Services

Office
(Nonprofit)

Project Measures

HVAC, Lighting,
Envelope, Domestic
Water Heating

HVAC, LED, Envelope,
Elevators, Plumbing

HVAC, LED, Envelope,
Plumbing

HVAC, LED, Envelope,
Plumbing, Water
Conservation Measures,

Solar PV

& TEXAS  PACE
El AUTHORITY]




Project
Nickname

Photo

Westin Houston
Medical Center
I, 2019

Regency Inn,
2017

1225 North
Loop West
Building, 2017

Houston
Premium
Qutlets, 2017

PACE
Program

Houston,
City of

Houston,
City of

Houston,
City of

Property

City

Houston

Houston

Houston

Cypress

Assessment
Amount

$21,763,788

$135,195

$1,304,352

$2,185,038

Capital
Provider

Petros PACE

Finance

IO Z

[

e €

S. 0

ot ~
.

Petros PACE
Finance

Petros PACE
Finance

Property
Type

Hospitality,

Retail

Hospitality

Office

Retail

Project Measures

HVAC, LED, Envelope,
Elevators, Plumbing,
Water Conservation
Measures

Solar PV

HVAC, LED, Controls

HVAC, LED, Smart
Glass, Awnings,
Plumbing, Water
Conservation Measures

® TEXAS  PACE
Sl AUTHORITY]




Collaboration: Greatest Challenge: Education

- TPA already conducts in-person and remote workshops, attends
community meetings, and engages in extensive outreach

Working on link from City’s www.GreenHouston.gov website, which
is still under construction

- TPA Welcomes opportunities to work with this Committee and
other committees and departments to reach owners and
developers of commercial, industrial, and multifamily properties.

& TEXAS  PACE

Y INEEEE


http://www.greenhouston.gov/

14 - Everyone Wins with PACE

Property Owners — lower utility bills, energy efficiency, property value increase from higher net
operating income/capitalized value, advantageous financing and improved cash flow, more
competitive properties.

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.

City of Houston - increased economic development and jobs, improved building infrastructure,
more appealing building stock and plants, upgrades of under-achieving properties.

© 2025| Texas PACE Authority



Charlene Heydinger
Charlene@texaspaceauthority.org
512-633-5169

James Cargas
James@texaspaceauthority.org
703 472 0359

www.texaspaceauthority.org 2024 Annual Report
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