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USDA Rural Development 
Permanent Loan Program
Provides both direct financing and loan guarantees for a wide 

variety of projects in rural census tracts
Applicants can be public, private, for- and non-profit 

organizations, federally-recognized Tribes, individuals, etc.
Up to 100% of project financing available, at or below-market 

interest rates, 40 year maturity
Construction bridge financing is required; at construction 

closing, USDA provides a forward commitment to fund at 
certificate of occupancy
Main subsets of RD Loan Program applicable to NMTC 

community are Community Facilities and Business & Industry
Both NMTC and USDA RD Loan programs have similar 

missions, incentivizing or promoting development in rural, low-
income communities, with near-identical definitions of “rural” 
and “low-income” census tracts
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USDA Rural Development Permanent 
Loan Program: Business & 
Industry/Community Facilities
Business & Industry
Provides Government guarantees in support of commercial loans 

made by third-party lenders for real estate 
acquisition/renovation/construction, purchase of equipment, 
business acquisitions or debt refinancing when the B&I loan can be 
shown to create or save jobs.
B&I loan regulations were recently re-written to allow B&I loan dollars to 

be used as leverage in a NMTC transaction

Community Facilities
Typically finances “essential community facilities in rural areas,” 

such as healthcare, community/family/child support service, food 
system support services (food banks, community kitchens) and 
educational facilities
As opposed to B&I loans, the CF regs do not currently allow either the 

USDA CF loan dollars, or the bridge of those loan dollars, to be used to 
leverage a NMTC transaction
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USDA Rural Development Loans & 
New Markets Tax Credits:
Community Facilities Financing
Disturbing USDA’s collateral is likely not an option, so 

the NMTC transaction must work around the USDA’s 
position
A more complex capital lease structure can bifurcate fee 

simple from tax ownership, the latter being conveyed to 
the QALICB, while the former remains with the USDA 
borrower, collateralizing the USDA loan commitment
Difficulties can arise when negotiating rights and 

remedies in a default scenario, as USDA will not sign any 
sort of forbearance/standstill agreement typically 
required of leverage source lenders in NMTC transactions
However, USDA will typically consent to NMTC investor/CDE-

imposed requirements and obligations, including those 
preserving the QALICB’s tax ownership, status, etc.
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USDA Rural Development Loans & 
New Markets Tax Credits:
Lessons Learned
1. USDA Involvement: Early and Often!

2. Understand the staged approval process and 
timeline

3. Understand the USDA’s construction 
monitoring, draw review and approval 
processes – they can be a good thing!

4. Do not underestimate the time required to 
negotiate USDA and NMTC investor/CDE’s 
respective collateral positions
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EB-5 Loan Program 
and NMTC
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EB-5 Loan Program Overview

Foreign Investor must make a capital investment into a 
new commercial enterprise (the “NCE”), and demonstrate 
that his or her investment created 10 jobs over 24 
months
Job creation is determined by an economic model that 

estimates direct/indirect/induced jobs, both during 
construction (cost) and operations (revenue)
Typically, a group of EB-5 investors will each fund $500K 

into a pooled investment fund that aggregates investors’ 
proceeds and funds a single EB-5 loan to the NCE
Investors’ funds must be proven to (a) have been at risk 

for a minimum of 2 years, and (b) have created 10 jobs 
during the entirety of that 2 year at-risk period
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EB-5 Loan Program Overview

EB-5 financing can take any place in the capital 
stack, including equity, with the potential to serve as 
a source of leverage in a NMTC transaction
Marketability of EB-5 project depends on location, 

much like NMTC:
A project will garner more interest if it’s in a “Targeted 

Employment Area,” the definition of which will likely be 
revised to something akin to the low-income census tract 
definition

EB-5 Investors are most concerned with ensuring 
their money stays at risk as required by the program, 
so long-term viability of the project is their most 
important concern; the return of, and on, their 
investment capital are often far less important
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EB-5 Loans & New Markets Tax 
Credits
EB-5 funds can be used as a source of leverage

However, EB-5 Investors typically require some 
of their investment be funded directly to the 
QALICB

Investors want to have some means to obligate 
the QALICB to adhere to EB-5 requirements, as 
well as giving them some collateral interest
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Who is Petros? 
• Petros PACE Finance (“PPF”), based in Austin, Texas, has quickly become a national leader 

in providing long-term, 100% PACE financing to commercial property owners nationwide via 
C-PACE.  

• The PPF management team has 60+ years and $2 billion in combined commercial lending 
and structured finance transaction experience, including nearly $80 million of state NMTC 
allocation received among 7 states and significant capital deployed in 8 states in 
commercial PACE transactions.

• Jim Stanislaus, CFO, has extensive capital formation, structured finance, and investment 
experience 

• Structured and raised over $1 billion in structured fixed-income investments directly from 
institutional investors

• Solid history of direct, proprietary fixed-income transactions with many long-term, C-level insurance 
company relationships

• Mansoor Ghori, CEO, has extensive senior lending, capital formation and structured finance 
experience 

• Responsible for establishing the Southwest regional offices for Silicon Valley Bank and Imperial 
Bank (now Comerica)

• Tommy Deavenport, COO, has extensive senior lending and investment experience 
• Over 30 years of experience in the financial services sector, including a founding member and a 

Managing Director of Square 1 Bank (acquired by Pacific Western Bank).

• Other Petros team members have extensive tax credit, finance, and investment related 
expertise



What is Commercial PACE (C-PACE)?

Property Assessed Clean Energy loans provide 100%, long-term, fixed-rate 
financing for energy efficiency, water conservation, and renewable energy 

projects in a manner that is cash-flow positive to the owner.

Hospital/Medical Office Building
California

Office Building
Minnesota

Industrial Building
Michigan

Beneficiaries of C-PACE
(Petros Deal Examples)



What is C-PACE, continued

• Financing that is secured as a special assessment property 
tax

• Enabled at state level, administered at local level

• Private financing = no government funds involved
• Enables commercial, industrial, multifamily, and nonprofit 

property owners to:
• Eliminate the high upfront cost of comprehensive energy projects;
• Reduce annual utility and operational expenses such that the savings are 

greater than the PACE loan repayments (cash flow positive);
• Avoid taking capital away from their core mission;
• Transfer the payment obligation in the event of sale; and
• Improve real estate asset value and cash flow.



How Does It Work?

Property owner
repays loan
through special 
assessment on 
property taxes

Private financing 
provided by lender 
to property owner
to pay for energy     
projects (NO 
government $)

Property owners
voluntarily sign-up
for financing to
implement 
energy/water
projects

After state 
legislation is 
passed, city or 
county
creates an
assessment district

A special assessment is defined as remuneration that a governmental unit may 
demand from property owners to fund a public project which creates a "benefit" in 
properties lying within a special geographic area known as a special assessment 
district.



Project Eligibility for C-PACE Financing
Eligible:
• Permanently affixed to the real property

• A broad array of energy and water efficiency replacement and improvement projects
including: lighting, solar, roofing, HVAC, boilers & chillers, systems controls, seismic
and windstorm technologies, water-efficiency products, and much more*

• Commercial properties (owner occupied or managed), industrial,
multifamily, for-profits, and not-for-profits

Ineligible:
• Improvements not permanently fixed to the property

• Screw-in bulbs, removable low-flow showerheads, faucet aerators, and
improvements not recognized as “energy efficient” according to standard
engineering or scientific principles

• Single family housing or publicly owned property*

*Eligible and ineligible measures vary from state to state



Eligible Improvements

Efficiency

•Chillers
•Boilers
•Air Handling Units
•HVAC
•Lighting
•Roofing/Insulation
•Water Heating
•Refrigeration
•Air Sealing and 

Ventilation 
•Elevators
•Envelope

Water

•Fixtures
•Irrigation
•Landscape and 

Reuse

Renewable

•Cogeneration
•Solar
•Wind

State Specific

•Seismic
•Windstorm
•Electric Vehicle 

Chargers



Value of C-PACE to Building Owners

•100% financed => no out-of-pocket expenses (including soft costs)
•Frees up operating and capital budgetsNo Upfront Cost

•Competitive, fixed interest rates
•Up to 30 year term 
•Non-recourse and does not accelerate

Favorable Loan Terms

•Underwriting based primarily on the property
•PACE loan stays with property upon sale, foreclosure, etc.

Transferrable Payment 
Obligation

•Energy savings from retrofit outpace project costs (PACE loan) from day one
•Owner keeps any tax credits and/or rebates as a result of the projectCash Flow Positive

•Lower utility bills
•Reduced maintenance expenses
•Increases net operating income

Reduced Operating 
Expenses

•PACE improvements extend the life of the building
•Building becomes more desirable, which creates additional tenant demand
•Potentially off balance sheet

Improved Property Value

•PACE loan costs and energy savings transferred to tenants (if applicable)
•Potentially addresses split incentive issues associated with Triple Net leases

Aligned Owner & Tenant 
Interests



Value of C-PACE to Mortgage Holders

• Energy savings offset PACE loan costs
• Positive cash flows enhance property owner’s 

financials

Improves Debt 
Coverage 

Ratios

• Only one annual payment of PACE loan P&I is 
ever ahead of mortgage

• No acceleration or recourse to owner

Non 
Accelerating 
Upon Default

• Paired with PACE, projects directly reduce 
operating costs, increasing NOI

• Increased cash flow increases building’s 
collateral value

Increases 
Collateral Value

Proven successful- Over 140 institutions have already provided approval



C-PACE Active Markets

Petros Funded Projects



C-PACE Markets in Development



Petros PACE Success Story: Madison 
Equities

Madison secured $10.2M in total PACE funding 
across their 3 building portfolio in the heart of 

downtown St. Paul, Minnesota. 

First National Bank Building
State:  Minnesota
Total PACE Funding:  $5,000,000
Annual Pmt./SF:  $0.66
Annual Savings/SF:  $1.05
Installed ECMs: 
• HVAC upgrades 
• VFDs
• Air handling unit controls/sensors 
• Lighting & controls
• Room inductors 
• Chillers 
Consenting Lender:  Wells Fargo

US Bank Center
State:  Minnesota
Total PACE Funding:  $3,820,000
Annual Pmt./SF:  $0.96
Annual Savings/SF:  $1.23
Installed ECMs: 
• Air handling unit upgrades
• Chillers and boilers
• Removal of steam to hot water 

converter
• VFDs
• Lighting upgrades
Consenting Lender:  Infinia Bank 

375 Jackson
State:  Minnesota
Total PACE Funding:  $1,400,000
Annual Pmt./SF:  $0.55
Annual Savings/SF:  $1.27
Installed ECMs:
• HVAC upgrades w/controls, 

sensors,  VFDs, dampers, etc. 
• Lighting & controls 
Consenting Lender:  Bank Mutual 



Petros PACE Success Story: Seton 
Medical

Funding: Petros $20 Million of $40 Million Total

Property Type:  11-story, 377,000 SF, 357-bed hospital in San Mateo County, CA

Scope of Work:
• Widening of the core foundation to reduce rocking potential, including grade beams, steel

gravity framing, spread footing foundations, fiber wrap around concrete columns, steel plate
and threaded rod collectors, and concrete collectors.

• Upgrades to hospital’s key systems, such as communications, fire alarm, emergency power
and lighting, and fire sprinklers.

PETROS PACE FINANCE CLOSES ON 
LARGEST DEAL IN COMMERCIAL PACE 

HISTORY WITH CLEANFUND
In May 2017, Petros PACE Finance, LLC, the premier national 

PACE lender, completed a $20 million PACE financing with Seton 
Medical Center in San Mateo County, California for mandatory 

seismic upgrades required by California state law.



Petros PACE Success Stories

German automotive industry supplier based 
in Troy, Michigan who needed to move 
forward with facility upgrades for their 

100,000 SF facility built in 1995.

Total Funding: $978K
Lifetime Savings: $1.5M
Lifetime Cash Flow: $100K+

PACE allowed them to avoid a large 
upfront capital outlay. 

Renovations included LED lighting, 
building controls, high efficiency HVAC 
units and a new roof

Powers Distributing is a beverage wholesaler 
located in Orion Township, Michigan.

Total Funding:  $445K
Investment Tax Credit:  $99K
Energy Use Reduction:  ~20%

The company already installed solar PV and 
lighting replacements, but saw value in using 
PACE for long-term refinancing.

Improvements included a 100kw solar PV 
installation and LED lighting



How PACE Can Work With New Markets 
• PACE can replace a portion of owner/investor equity or mezz debt, lowering the WACC for the project

• PACE financing can bring energy efficiency upgrades to the QALICB that can reduce operating costs 
and increase the QALICB’s odds for success

• The NMTC transaction is structured normally and the PACE loan comes in at the QALICB level via an 
increased property tax obligation

• There is no recourse to the property owners are there are no acceleration features on PACE loans. 
Think of a PACE loan like a MUD or school that has a line item on the tax bill.

• The only way that a PACE loan has any recourse to the property, including foreclosure, is through the 
taxing authority and the special assessment. A QALICB would literally have to fail to pay their property 
tax. Then, after notices and collection attempts, tax foreclosure proceedings may occur just like normal 
if any property owner doesn't pay the tax due for that year. Curing the PACE loan means only having 
the unpaid portion paid up; future PACE amounts do no accelerate.  

• A PACE loan remains with the property upon a sale, if not paid off by the new owner.



How PACE Can Work With New 
Markets 

Facility A $XXXXXXXX

Facility B $XXXXXXXX

Total $XXXXXXXX

QLICI Loans to Project

Qualified Equity Investment

99.99%

Upfront CDE Fees

NMTC Equity Leveraged Loan

Investment

Combined NMTC/PACE Transaction
Funding of QEI and QLICIs

NMTC 
Investor

Leverage 
Lender

Investment 
Fund, LLC

CDE 
Managing 
Member(s)

Sub.
CDE(s)

QALICBPACE
Lender



CDE Consent 
• Like a mortgage holder, CDE must grant consent for PACE 

transaction to occur

• Support for CDE granting consent:
• PACE debt does not accelerate
• Installation of high-efficiency measures improves asset value
• PACE also increases NOI by reducing annual utility costs, which 

improves DSCR 
• In some states, PACE project savings must be guaranteed by the 

contractor, adding a layer of certainty to projected savings
• Efficient buildings are more attractive to tenants, increasing chances of 

stable occupancy over long term

• Leading NMTC investors such as US Bank, Wells Fargo, and Chase 
have already granted consent for PACE transactions as traditional 
mortgage holders, so these institutions are familiar with the 
mechanism
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Contact Information

Jim Stanislaus

CFO & Co-Founder

Petros PACE Finance, LLC

jim@petrospartners.com

(512) 599-9026
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