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Financing Energy Efficiency in CRE 

With the proliferation of local emissions reductions laws and the growing demand for energy 
efficient buildings, property owners are increasingly looking for green financing options. Triple net 
leases in particular make it hard to justify capital expenditures on energy efficiency retrofits when 
the cost savings are largely passed to the tenants. However, there are strategies for property 
owners to earn a positive near-term ROI on their energy efficiency upgrades. While green leases 
offer one solution for landlords to benefit from tenant utility cost savings, Commercial Property 
Assessed Clean Energy (C-PACE) financing is another approach, which this blog will cover. 

C-PACE programs are administered at the state or local level and currently 30 states have C-PACE 
programs, while several others have programs under development. While the structures vary by 
state, in general C-PACE provides complete financing for eligible projects focused on energy 
efficiency, renewable energy, water conservation and sometimes resilience measures. This is then 
paid back over 10-30 years with a fixed interest rate as an addition to property taxes, so it’s 
transferable upon property sale.  When combined with tax incentives and energy savings from 
large upgrades or renewable energy installations, C-PACE changes the calculations for energy 
efficiency capital expenditures. In many instances the yearly repayment amount is less than the 
benefits, providing for positive cash flow immediately.

Current total C-PACE financing in the US stands at around $5.2 billion according to PACENation, 
with 3,100 projects financed. While it’s taken time for C-PACE adoption to ramp up and the market 
is still developing, there has been significant growth this year. C-PACE has become more attractive 
as its interest rates have risen more slowly than traditional construction finance rates, making the 
C-PACE rates more competitive than they used to be. Lenders have also been reducing their 
issuance of commercial construction loans recently, providing a gap for C-PACE to fill. While it’s a 
structure that’s taken time for the market to adopt, C-PACE has the benefits of providing complete 
upfront financing for upgrades to all commercial property types.  

There have also been innovations with how C-PACE is adopted. For example, last month Calvert 
Impact launched a green bond focused on financing energy efficiency retrofits in commercial real 
estate. Called Cut Carbon, the bond will finance commercial, industrial and multifamily properties 
that have received C-PACE financing for energy efficiency, as well as new, green properties.  

This product aims to provide investors with a way to invest directly in the C-PACE market and the 
portfolio currently includes 12 properties across several states. The estimated total saving of the 
portfolio includes 82,856 metric tons of carbon, 38.7 million gallons of water and $21.5 million in 
energy savings. Reporting for the bond will include actual emissions reductions measured over the 
life of the loans, so over time this will provide data to see how observed energy efficiency and cost 
improvements compare to initial projections.  This bond provides another option as the C-PACE 
market continues to gain momentum, owners strive to identify the best way to finance energy 
efficiency retrofits and many investors consider how best to meet net zero goals for their 
investment portfolios. 


