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DC: Innovations in Energy Finance

DC PACE is the District’s only clean energy 
financing program for building upgrades.

Urban Ingenuity is the DC PACE program 
administrator, under contract to DOEE 
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DC PACE Market Growth Milestones & Building Blocks:

ÅFirst PACE for LIHTC

ÅFirst HUD approval of PACE

ÅFirst tax-exempt PACE

VGreen Bank & Solar for All

VHousing Bonds & IRBs



Green Finance & Affordable Preservation

Affordability Challenges: 

ÅCapital replacement

ÅShrinking tax equity

ÅUncertain public funding

Energy Finance Solutions:

ÅNew proceeds fill gaps 

ÅLower op-ex

ÅOff-balance sheet

ÅResiliency as hedge

ÅDebt & equity… 

Use savings to fund building Improvements 
under Enterprise Green Communities… 

1.0 Integrative Design

2.0 Location + Neighborhood Fabric

3.0 Site Improvements

4.0 Water Conservation

5.0 Energy Efficiency

6.0 Materials Beneficial to Environment

7.0 Healthy Living Environment

8.0 Operations, Maintenance + 
Resident Engagement



PACE + Low Income Housing Tax Credits

Solving to the Challenge:

4% LIHTC Financing

– Shrinking Tax Equity

– Declining Subsidies

=  Capital Gaps !!!

Adapting the Product:

Cheap debt exists

But not enough of it

Skeptical of PACE

=  Tax-Exempt PACE



PACE in the Capital Stack: Affordable Rehab

Sources

LIHTC (4%) $22,000,000

Tax-Exempt Mortgage $18,000,000

Local Govt. Soft Debt $10,000,000

Total Sources $50,000,000

Gap $2,000,000

Uses

Acquisition $16,000,000

Hard Costs $29,000,000

Soft Costs $7,000,000

Total Costs $52,000,000

Options for addressing a $2M gap…

1. Do Nothing:  Project stalls or dies

2. Owner’s Equity:  High opportunity costs

3. Value Engineering:   Lock in high operating costs

4. Tax-Exempt PACE:  Increase NOI  &  Displace equity

Note: Project financials have been simplified for illustrative purposes.



PACE in the Capital Stack:  Increasing NOI

Note: Project financials have been simplified for illustrative purposes.

Average Annual Cash Flow

Utility Savings $110,000

O&M Savings $80,000

Solar (Energy + RECs) $120,000

Total Savings $310,000

PACE Payments -$240,000

Net Cash Flow $70,000

Project Basics

Gap filled $2,000,000

+ 350 kW solar $1,000,000

Total PACE = $3,000,000

PACE improves project 
& property value

$190K in annual savings offsets debt service for $2M+ in PACE

Self financing $1M more in solar PV further improves cash flow



PACE in the Capital Stack: Affordable Rehab

Sources

LIHTC (4%) $22,000,000

Tax-Exempt Mortgage $18,000,000

Local Govt. Soft Debt $10,000,000

Total Sources $50,000,000

Gap $2,000,000

Uses

Acquisition $16,000,000

Hard Costs $29,000,000

Soft Costs $7,000,000

Total Costs $52,000,000

Options for addressing a $2M gap…

1. Do Nothing:  Project stalls or dies

2. Owner’s Equity:  High opportunity costs

3. Value Engineering:   Lock in high operating costs

4. Tax-Exempt PACE:  Increase NOI  &  Displace equity

Sources

LIHTC (4%) $22,000,000

Tax-Exempt Mortgage $18,000,000

Local Govt. Soft Debt $10,000,000

PACE $3,000,000

Total Sources $53,000,000

Uses

Acquisition $16,000,000

Hard Costs $29,00,000

Soft Costs $7,000,000

Solar $1,000,000

Total Costs $53,000,000

Note: Project financials have been simplified for illustrative purposes.



Self-Funded PACE

Investment by Property Owner $3,000,000 $0.00

Annual Benefits $310,000 $310,000

Annual PACE Payment $0.00 $(240,000)

Net Benefit Year 1 $(2,690,000) $70,000

Annual Net Benefit Years 2-20 $310,000 $70,000

5-year NPV of Cash Flows (@ 6% discount rate) $(1,524,000) $295,000

10-year NPV of Cash Flows (@ 6% discount rate) $(549,000) $515,000

5-year IRR -19% Infinite

10-year IRR 1% Infinite

PACE is a valuable structure for multi-family housing!

Note: Project financials have been simplified for illustrative purposes.

PACE in the Capital Stack:  Displacing Equity
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