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Agenda

* About Connecticut — High Level

« About Connecticut Green Bank — High Level

= Green Bank Model — How It Works - Structure

« Sources & Uses of Funds / Balance Sheet Composition
* Lessons Learned

= Examples of Green Bank Products & Projects
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routinely knock thousands of

customers off the grid with
outages lasting several days,

even 2 or 3 weeks
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= Quasi-public organization — FIRST STATE GREEN BANK in the USA
— created 2011 (statute) — Independent Board / State Representation
— “inherited” ~$72 MM in Capital

* Focus — finance clean energy (i.e. Solar PV, wind, small hydro, energy
efficiency, and alternative fuel vehicles (EVs) and infrastructure)

+ Balance Sheet — approximately $191 MM in assets (FYE 2017)

« Support — supported by
— Small charge elec bill (510 / HH / yr) — approximately $27 MM / year (stable)
— Small share of “CO? Cap & Trade” — approximately $3 MM / year (stable)
— Portfolio Income — approximately $5 - $8 MM / year (growing)

— Private capital, foundations (PRI*) , US Govt (more limited**) — (varies)

* Program Related Investment

** New administration took office 20 January 2017
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Policy Framework M@m}
CT Alberta
Comprehensive Energy Strategy (3 yrs) * Climate Action Plan
Global Warming Solutions Act (2008)
Governor’s Council on Climate Change * Alberta Climate Leadership Panel
Regional Greenhouse Gas Initiative * Economy wide carbon tax
e 7 states —first “cap-and-trade”
program for CO2 emissions (2005)
ZEV MOU — 8 states * Green Transit Incentives Program
(GreenTRIP)
Energy Eff|c1ency Fund (Jan 2000) * Energy Efficiency Alberta

e Alberta Green Bank?

Renewable & Energy EfflClency * Alberta Energy Efficiency Alliance
Business Association (REEBA)
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Each Member State Commits to:

e Implement policies that advance the
goals of the Paris Agreement, aiming to
reduce greenhouse gas emission by at
least 26-28 percent below 2005 levels by
2025

eTrack and report progress to the global
community in appropriate settings,
including when the world convenes to
take stock of the Paris Agreement, and

eAccelerate new and existing policies to
reduce carbon pollution and promote
clean energy deployment at the state and
federal level.
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Key Environmental Goals

 GHG Reduction Targets
e 2010 Target — Attain 1990 Level (43.75 MMT CO2) —> Achieved 2010
e 2020 Target — 10% below 1990 Level by 2020 -2 @ 4% below (2013)

e 2030 Target — New 45% below 2001 Level* by 2030 - @ 14% below (2013)
e 2050 Target — 80% below 2001 Level by 2050
* Renewable Portfolio Standard

 Zero Emission Vehicles
* 5% of all vehicles by 2025 (currently 0.15%) =ZEV MOU Mandate
* % of Fleet to reach GHG Goal (45% below by 2030 & 80% below by 2050)
e 2020-3%
e 2030-32%
 2050-95%

* 46.25 MMT CO2 (2001 Level)

IESO-N-0046535



Key Strategies & Initiatives

“RGGI.-.-.-.-.-.: ...... — auction of carbon allowances - funds for EE & RE

System,,Bien'eflt Charges — funds for EE & RE

Residential Solar Incentlves (decllnmg-subslld;es for resi rooftop solar (ZOOmw)
Vlrtu’a’l’"‘NTet Metermg ->Just changed! Ends net metermg 2021 (grandfathering provisions)

. 80%' no access to solar (apartment / shady roof / rent)
Energy EfflCIEhC\/ Fund about $240 m / year managed by the states IOUs

* “Open Ma»rke ! approach

* Amazing cons:dermg the difference in size of our 2 states — $130 mm
“Lead by Example” — reduce energy consumption by State Agencies (70 MSF space)
Rebates for clean transportation ... EVs & hydrogen fueled vehicles

Statewide Microgrid Program

IESO-N-0046535



Residential
Solar
Incentives

Energy
Efficiency
Incentives

~ System Benefit
Charges
(utility bills)

$27mm

mﬁm{m‘m‘m‘mﬁ

Ranks/Credit Unions
Private Equity
Other investors
Founcations
Grants

B

Energy Efficiency CT Green Bank
Fund (Clean Energy Fund) %

,W’WAWW
A

R

Subsidized
Financing
Programs

“Market”
Financing
Programs

- RGGI Proceeds
(carbon tax)

(1) Does not reflect SHRECs
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Residential
Solar
Incentives

Energy
Efficiency
Incentives

~ System Benefit
Charges
(utility bills)

$27mm

mﬁm{m‘m‘m‘mﬁ

Ranks/Credit Unions
Private Equity
Other investors
Founcations
Grants

B

Energy Efficiency CT Green Bank
Fund (Clean Energy Fund) %

,W’WAWW
A

R

“Market”
Financing
Programs

- RGGI Proceeds
(carbon tax)

(1) Does not reflect SHRECs
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Program

/— Division \\\

Investment “hd
Division |
(ClO)

Operations @ o A |

reea! Corporate

Division
Accounting

e
Marketing 4 /

11
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Connecticut Green Bank
Organization Overview (FYE17)

12
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Co-Investment

Private Capital

Credit Support

Senior Private
Capital

Warehousing

l Projects $ 1

Sale of
Portfolio or
Funding
Facility
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What did we get right?
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* The Green Bank model works! — financing rather than grants
leads to more clean energy being deployed, at a faster rate, while
using public resources more responsibly

* With respect to “creation process” important to have the leadership
and support of key stakeholders to transition an existing grant-making
organization into a new entity focused on clean energy finance.

« Having bipartisan support from the legislature was important.

« Various stakeholders initially resisted a Green Bank Model because
they like government providing grants to subsidize the market.

* Framing the “market potential” was a key tactic used to explain that
government doesn’t have the resources by itself to help the market
reach its full potential.

* Only by leveraging limited public funds to attract more private capital
investment could the market potential have a greater likelihood of
being realized, delivering more near and long-term benefits to society.

15

IESO-N-0046535



3 CONNECTICUT
8 \ N § A R RNy S ;’M
:m\\\ ““x\\ \\\*‘ “‘ "*\\ Bow e® Rt § § § N Nl ﬁ%?{

NS ies ovnadly ond o ooy 8 o8 Faes T ey ”\\
I A B FA"L" R4 W R N Bl @ = y
o

7
%

* Essential to design programs / initiatives that facilitate
partnerships with private capital

«  Community, regional or money-center banks, credit unions, yieldcos, REITs,
crowd funding, accredited investors, etc.

* Key importance are relationships with the local banking community
..these institutions offer operational and financial leverage that can
enable Green Banks to use their resources more effectively.

* Need for “early wins”
* Nothing builds credibility like Success
+ Set Goals & Make them Public
 Achieve them
* Celebrate them
« Repeat them
* Need for Transparency & Clarity
* What you won’t do can often be more important than what you will do

16
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A Green Bank in Action

Fingiin e nnovative H ”@?EQHEQ Mechanisms
CT Solar Lease 2
« $60 Million Public ($10M) Private ($50M) Partnership
Aiacara * Lease/PPA model for residential / municipal / commercial solar

» Innovative approach to “commercial scale” solar — cracks the code

C-PACE

$40 million "warehouse" — $80 million across >100 deals (to date)
Saving between 30-50% energy consumption

Sold $30 million — first securitization of commercial PACE projects

+ CT Solar Loan - Funding from "the Crowd® (>$1 million)
» Green Bank $10 million aggregation facility / 20% sub debt
+ First affordable solar loan product not tied to OEM or home equity

« Smart-E Loans - $30 Million Public-Private Partnership
« "2nd ] oss" LLR - Supported by $2.5 million ARRA funds
« 9 Credit Unions & Community Banks

IESO-N-0046535
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$65 MM
CLOSED
10:1

$6 MM

CLOSED
6:1

S$75 MM
CLOSED
7.5:1

$30 MM

CLOSED
4:1

$30 MM
OPEN
10:1!

Grid-Tied

Residential Solar

Residential Solar
Commercial Solar

C-PACE

Residential Energy

Residential Solar &
Energy Efficiency

$50-100 MM
OPEN
9:1

C-PACE

$5 MM
OPEN
100%?

Multifamily Energy

$60+ MM
OPEN
6:13

Commercial Solar

$3 MM
TERM SHEET
100%*

Residential Storage
Commercial Storage

REFERENCES

B

LLR vields high leverage — and it is 2" loss and thus with no to low defaults, we haven’t used to date. IRB’s not considered in the leverage ratio.

Foundation PRI is to HDF, guaranteed by the €GB in the case of MacArthur Foundation.
Onyx Partnership has no upper limit and CGB currently has authorization to commit up to $15mm. The team expects to commit $5mm for the first $60-70mm.

Securitization of Solar Home Renewable Energy Credits - $75mm in gross receivables securitized

$50 MM
IN PROCESS
10:1

Small Business
Energy Advantage

18
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“One-Time” Capital Transfer — as the successor entity to the Connecticut Clean

System Benefit Fund — $0.001/kWh that amounts to $27 to $30 million / yr
Energy Fund, the Green Bank was established with ~370 million in initial

Fortunately — we were created with a funding mechanism that is
Cap-and-Trade Allowance Proceeds — ~$5 million / yr

First three years we were in start-up mode — establishing goals,
(for the most part) outside of annual budget debates.

Managing growth with the limited public resources we have.
developing products, attracting and deploying capital.
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Ise, the less credible it will be seen as a reliable counterparty in its
| dealings.

impu
financia

The more a Green Bank is perceived as being vulnerable to legislative

20
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 FINDING THE RIGHT PEOPLE - as with other organizations
— makes all the difference...
 Smart — Motivated — Passionately Committed to the Mission
>50% of senior staff hold “lvy League” degrees

« Private Sector Mindset (“Public sector goals .. Private sector discipline”)
Budgets with Goals and Consequences

>90% of staff have private sector experience
« Ability to combine experience, credibility & relationships with
new talent eager to make a difference

- Compensation — always a challenge

«  We’re a “bank” and we’re competing for talent that could easily make more in the Private
Sector

+ Reality is that the best people will stay for a few years, make a great contribution, then
move on

+ Inthe meantime, we do our best to retain the best talent by giving them the freedom to
innovate and lead on projects

21
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= Private capital likes this asset class!
« Green Bank "crowds in" funds by taking early risk &

aggregating

= Must think holistically and strategically to be successful

— ORIGINATION (“front end”) more important / challenging
than FUNDING ("back end”) ...

Lots of moving parts / Lots of interdependencies

= Success is a balance between originating, underwriting,

aggregating, securitizing & servicing > SCALE MATTERS!

= The market is dynamic: more players becoming active

(lenders, investors), ratings methodology is evolving (15t rated
deal coming...)

= Constant feedback loop — everyone is getting smarter / better

22
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Co-Investment

Private Capital

Credit Support

Senior Private
Capital

Warehousing

l Projects $ 1

Sale of
Portfolio or
Funding
Facility
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Bty
Lo Loss Reserve
Incentive
Developer servioes

= CT Green Bank Entity
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e and Flows of Capital

Repayment
oo

Lonat
Bnerithily
Losan
Repayment

Loan

Inebatietion Agreement
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CONNECTICUT
- GREEN BANK

total closed
project financing

2008
cumulative closed projecis
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& Solar for All Campaign Progress — 835 installations in
17 months, 5.8 MW of solar PV

v' 71% of contracts are LMI"

& Energy Efficiency Progress

v 99.9 % of households get Direct Install EE
measures

v’ 66% of households also undertake “deeper”
energy efficiency projects through $10 ESA
payment/month for 20 years

=  Community Campaigns — in Bridgeport, Hartford,
New Haven, New London

® Jobs - 62 current CT based Employees

37
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Technical assistance and financing to help owners save money on energy, increase
property values, and improve tenants’ safety & comfort.
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Fuel Cells, Small Hydro, Wind, District Heating Loops, Microgrids

Senior / Subordinate Debt or Equity Stake
in single asset entity.

CONNECTICUT

%
%

Channel to
Market

Challenges

Project-specific developers operating in
target markets with technology solutions /
business model innovations that
demonstrate growth opportunity across
specific or multiple geographies and have
yet to reach capital markets scale.

Where longer-term debt is required, may
require long-term investment capital that is
not easily available.

Requires greater risk positions in some
cases.
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Bert Hunter
EVP / Chief Investment Officer

845 Brook Street

CT 06067
bert. hunter@ctgreenbank.com
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