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from the buildings to generation sites.

“The cost disconnect is very real,” said Genevieve Sherman,
head of sustainability and policy at lender Nuveen Green Capital.

Sherman added that the high cost of all-electric buildings
should be an argument for using C-PACE financing, not against
it. “If we're going to electrify all these systems that used to be
gas, you definitely want to do it as efficiently as you can,” she
said. “C-PACE should be playing a massive role in this process,
but we've been effectively locked out of that for a variety of rea-
sons like the cost-benefit requirement”

Indeed, C-PACE often is the cheapest financing available for
commercial properties. Thats a reflection of C-PACE structures,
which create liens senior to any mortgage, with repayment
flowing though property-tax bills. What's more, the amounts
of C-PACE financing available can rival or even exceed what’s
available from mortgage lenders.

“New-construction guidelines sacrifice the good or even the
great for the perfect,” said Sal Tarsia, managing partner of Cas-
tleGreen Finance. He said a building can win a LEED platinum
designation — the highest level offered by the U.S. Green Build-
ing Council — and still have gas-fired water heaters because
they are more efficient than electric options.

The potential fixes generally fall into two categories. The
first consists of tweaks to the formula used to calculate the cost-
benefit ratio of a project so as to allow the borrower to qualify
for larger amounts of C-PACE capital. This would require nego-
tiation with the New York State Energy Research and Develop-
ment Authority, in addition to the city.

The second would be to waive the cost-benefit analysis for
construction of buildings that meet a certain standard for low
energy use. Under that scenario, property owners might be able
to finance the full costs of the efficiency measures through C-
PACE lenders.

“NYC PACE, New York City and New York State are continu-
ing to work together to achieve a simple solution that will allow
PACE financing to be effectively deployed for new construction

of all electric buildings and advance decarbonization efforts,”
Nyceec said in a statement.

Among potential changes to the cost-benefit formula would
be to include the reduced cost of funding available from C-
PACE financing itself in the calculation of savings. C-PACE
capital can offer interest-rate savings of 3 to 7 percentage points
versus heavy-construction loans. C-PACE rates also are fixed,
while construction loans often are floaters.

There additionally have been discussions of changing the
cost-benefit formula to reflect longer expected lives among
the latest energy-efficiency products. Sources said the current
formula reflects shorter life spans among products available in
2016, and as such is out of date and reduces the amount of sav-
ings in the calculation.

The price of carbon emissions, which is used to determine
what’s known as the avoided cost of carbon, also dates to 2016.

Waiving the cost-benefit requirement entirely would be
a tidier approach and would not require a sign-off from NY-
SERDA, sources said. That debate centers on which energy-
efficiency or clean-energy standard new buildings would have
to meet to qualify.

Randy Eckers, a partner at law firm Reed Smith who rep-
resents several C-PACE lenders, said a great deal of time and
effort has been spent on the program so that property owners
could finance improvements mandated by the city. “Td say the
program is about 95% of the way there, and we're all hopeful
that it will soon be able to be utilized in the manner of pro-
grams in other jurisdictions,” he said.

Proposed state-level legislation also could be an option,
though prospects for approval are unclear. A bill in the New
York State Assembly would expand the purpose of the state C-
PACE statute from saving energy to meeting broader climate
goals, including resiliency. If it passes, the city’s cost-benefit re-
quirement would be eliminated, and resiliency and electrifica-
tion costs would be eligible.

Nuveen Green Capital’s Sherman said the bill would un-
lock billions of dollars of private capital across the city and
the state. **
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