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Best Practices for Establishing Municipal Funds for Energy Efficiency Projects
Katy Newhouse, Leslie, Glenn Barnes, Nate Geisler, Rich Deming, Matt Naud

Katy Newhouse:
Hello, everyone; thank you for joining today’s Technical Assistance Program webinar on Best Practices for Establishing Municipal Funds for Energy Efficiency Projects.  We’re going to wait just a couple more minutes to make sure people have time to join, and then we’ll get started.  

Leslie:
Okay.

Katy Newhouse:
Okay.  Hello, everyone, and welcome to the DOE Technical Assistance Program webinar on Best Practices for Establishing Municipal Funds for Energy Efficiency Projects.  My name is Katy Newhouse, and I am the Northwest Regional Coordinator for the Department of Energy Technical Assistance Program, and before we jump into today’s presentation I’d like to take a few minutes to describe the DOE Technical Assistance Program a little further.  TAP is managed by a team in the Department of Energy’s Office of Energy Efficiency and Renewable Energy’s Office of Weatherization and Intergovernmental Program.  
The Department of Energy’s Technical Assistance Program provides state, local and tribal officials the tools and resources needed to implement successful and sustainable clean energy programs.  This effort is aimed on accelerating the implementation of Recovery Act programs and projects, improving the performance, increasing the return on and sustainability of Recovery Act investments, and building clean energy capacity at the state, local, and tribal level.  From one-on-one assistance to an extensive online library, the facilitation of peer exchange and best practices and lessons learned, TAP offers a wide range of resources to serve the needs of state, local, and tribal officials and their staff.  
These technical assistance providers can provide short-term, unbiased expertise in energy efficiency and renewable energy technology, program design and implementation, financing, performance contracting, state and local capacity-building.  In addition to providing one-on-one assistance, we’re available to work with grantees at no cost to facilitate peer-to-peer matching, workshops, and training.  We also encourage you to utilize the TAP Blog.  It’s a platform that allows states, cities, counties, and tribes to connect with the Technical Assistance Program and share best practices.  The blog is frequently updated with energy efficiency or renewable energy related posts.  
We encourage you to utilize the blog to ask questions of our technical experts, share success stories, best practices, and lessons learned, and interact with your peers.  Requests for direct technical assistance can be submitted online via the Technical Assistance Center, or by calling 1-877-EERETAP.  Once a request has been submitted, it will be evaluated to determine the level and type of assistance TAP will provide.  Please join us again for upcoming TAP webinars.  Right now, there are three additional webinars scheduled in June.  the DOE Solution Center site will be updated with additional July webinars in the next few weeks.  Now we’ll turn the webinar over to our presenters.  
Today we will first hear from TAP technical expert Glenn Barnes.  He will start by giving an overview of the best practices for establishing municipal funds for energy efficiency projects.  Then we will hear from Nate Geisler of Ann Arbor, Michigan, and Rich Deming, representing Union County, North Carolina.  If you have any questions for our presenters, please type them into the Q&A box.  During the Q&A session, we will read your questions, and also can unmute your line if you would like to ask the presenters your question directly.  And to indicate that you’d like us to unmute your line, please raise your hand, using the GoToMeeting function.  
There will also be a DOE representative available during the Q&A session to answer any questions related to using EECBG funds for a municipal energy fund.  And now I will pass the presentation over to Glenn Barnes.
Glenn Barnes:
Thank you, Katy, and greetings to everybody joining us today across the country.  We have 141 listeners in today, and we appreciate your time on this important topic of how to finance energy efficiency and renewable improvements on government facilities.  This is an interesting question that has come to us a lot in the technical assistance that we provide; as Katy mentioned, I’m part of the Technical Assistance team, part of the financing team.  And we’re focused a lot on not just these internal programs, but also external programs. so for those of you coming from communities interested in doing loans or grants or rebates to residents and businesses, we’ve worked on those issues.  
But increasingly, we’re being asked to work on the particular issue of how to pay for improvements in government facilities moving forward.  So – I’m sorry – Katy, I don’t have control of the screen, if you’d be able to pass that to me.  Okay, there we go.  Thank you.  So there were certainly a number of units of government that had implemented sustainability programs or energy programs prior to ARRA, and in fact, one of our example communities here, Ann Arbor, Michigan, is one of those communities.  But for a lot of units of government that were interested in energy efficiency and sustainability, there were a number of barriers, including cost, which was always identified as the major barrier.  
Although energy efficiency projects tend to pay for themselves over time, you do have the initial up-front investment, and then also just getting over the hump in local government, especially of taking on these types of projects and recognizing this as something that a unit of government should do and make part of its regular operations.  when the ARRA funding came, it obviously too care of the money difficulty, but I feel, in a lot of ways, it took care of the inertia, if you will, in local governments, because you were told to take this money and spend it in, you know, a few very specific ways, including doing energy retrofits on municipal facilities.  
And moving forward, many of those units of government that started programs with their ARRA funding – and others who did other types of programs with their funding – are very interested in continuing to have sustainability and energy finance programs moving forward.  And that will be the focus of our webcast this afternoon.  So one of the first key decisions as a unit of government is what is the scope of the sustainability program that you’re looking to implement?  Is it going to be focused specifically on the facilities, operation, and maintenance of your unit of government?  
Will it also include employee actions – so will your energy efficiency and sustainability program include things like carpooling or other types of behavioral changes for employees?  And then, obviously, there is the option, as I mentioned earlier, of expanding this into the community at large.  But today’s webcast we’re gonna focus mostly on the inner circle – facilities, operations, and maintenance at your unit of government – touch a little bit on the second circle.  As I mentioned earlier, if you’re interested in the third circle, please follow the instructions Katy had for contacting the Technical Assistance team moving forward.  
There are a couple of different types of internal energy finance and sustainability programs.  Certainly there is just the very straightforward doing efficiency upgrades on public buildings, that can either be paid for out of pocket or using a guaranteed energy savings contract or a performance contract.  And we have a Technical Assistance team dedicated to helping you use those.  If you’re interested specifically in renewable installations on public buildings, there’s a couple of different financing strategies available, including third-party ownership of the system, which is what was done in Knoxville, Tennessee, with their convention center.  
Combining solar and energy efficiency together in one project using public funds, like the contention center in San Francisco project, or, as some communities have done, just using their ARRA funding such as in Farmington Hills, Michigan.  If you’re interested in any of those three projects, you can go on the web; just type in the google and you’ll find some information on them.  In addition, some units of government have looked very specifically at their procurement policies – so what are we purchasing, and what are the policies for doing so?  One example of this type of internal energy finance and sustainability program comes from Arlington, Massachusetts – this actually predates ARRA – where they have a city-wide policy of purchasing the most fuel-efficient vehicle available for the task needed.  
So if it’s, you know, a task that requires having a truck, you buy the most fuel-efficient truck you can have, and if not, they might look at a sedan or a hybrid that has a particularly high mile-per-gallon.  But the last bullet on this list, the internal revolving loan funds, is what we’re gonna focus on today, and it’s a mechanism that will help you continue to have funds over time, which is certainly a concern that all of us have with our ARRA funding.  So a couple of the things that we’ll go over today: first, how a revolving energy fund works; second, choosing the right projects to fund; third, how the money is handled; and lastly, the measurement and verification of the projects that you take on.  
So how the fund works is that it is capitalized as a bank from which departments and divisions can borrow money to fund energy efficiency or renewable or energy conservation projects, and when we say borrow, we mean borrow.  The notion is that they would get the funding, the up-front capital to do the projects, and then, over time, they’ll pay back that fund through their energy savings or through some set amount of money.  So that way, it would allow the municipality or the county to provide a continual stream of funds for energy efficiency improvements.  And I think, most importantly, to do so without having to tap into the existing capital funds and capital cycles.  
This’ll be a self-contained fund, once it’s established.  So this is just a graphical representation of how this works.  It starts with the seed funding.  You put that into an energy project.  You see the energy reduction implements, and energy savings come out of that.  Once you monitor and identify those savings, a percentage of those savings are then reinvested into the fund, which then seeds further projects.  So in terms of choosing projects, there’s a couple of different strategies that we’ve seen units of government employing.  The first is that it would be based on an audit of government facilities, or some other predetermined criteria.  
So in other words, you’re doing a very specific, scientific energy study of your buildings, of where the greatest energy needs are, and choosing projects that are based on those needs.  Second is that we’ve seen in some cases where energy efficiency is tied to other major capital improvements.  So if your unit of government is planning, say, a renovation of a library or police department or some other facility, this fund would be tapped to include the highest energy efficiency possible in that capital improvement project.  And that can also include new buildings.  
Third strategy is to have departments submit applications and have an office that reviews those, so that way each department can report on its own internal needs, and would, perhaps, have a good understanding of its own energy systems.  And finally, the last strategy is just to spread the wealth.  To take some of the money that you have available and give it to a number of different departments, so that way, all departments can participate in this fund and fund energy efficiency improvements as needed.  Now, in terms of choosing projects, certainly you can think of probably the most common would be just your buildings.  
Municipal, county buildings could be large energy users, depending on the size of your unit of government, or certainly, energy could be a significant expense even for small units of government.  But there are some other options in terms of projects that we’ll hear about from other panelists.  Those include streetlights, stoplights, solar and other type of renewable installations, vehicles, energy-efficient vehicles, Energy Star-rated computers or appliances.  Certainly if you operate a school of a prison or something like that that has cooking facilities, you could think about Energy Star appliances for those.  
And then doing energy management, which is an interesting concept, so that would be getting software or technology put into place where you’d be able to manage the energy use of buildings more efficiently, for example, turning down the energy use at off-peak hours or on the weekends as a means of saving money.  So these are all different types of projects who we’ve seen funded through these internal revolving energy funds.  In terms of how the money is handled, there’s a couple of issues that you should consider.  First is that it may depend on your government’s internal policies or how your energy bills are paid. 
So your unit of government may already have a policy in place that says that any type of money transfer between departments has to be handled in a certain way.  Related to that is if your energy bills are paid centrally through your unit of government, you may have to set up how the money is handled differently than if each individual department pays their own bills.  In some cases with units of government – and it’s also certainly true for universities as well – you may have some entities that are paid out of a general fund, and then others that are supported through some type of receipt service.  
Say like maybe a park and rec building or something like that would pay their bills individually, so that may need to be taken into consideration in setting up the money.  But what’s really most important is a clear and consistent policy for the revolving fund over time, so that way, units of government and the individual departments would then know what they’re expected to do in terms of repayment.  So, as I mentioned, this could be handled completely within the finance office, so it may just be bills are paid, and money that would’ve, you know, previously gone to a bill that is an energy savings just gets repaid into the pot every month.  
It could be that each department will settle up on the fund on a regular schedule, whether it be monthly or quarterly or annually.  And another strategy is that the budget just contains a certain amount of money to be reappropriated into the fund each year.  So in other words, if everything is paid out of the general fund, you have savings that accrue to the general fund because you’re not paying the energy bills, and then at the end of the year, city council or county commissioners just vote to move that amount of money into the fund.  So the repayment methods – they can be based on the actual savings of the project, so you would do the projects, you would measure what those savings are using some type of audit or net metering or sub-metering technology.  
And then the repayment into the fund would be based on those actual savings.  I think in a lot of ways, this is the ideal a lot of us would like to strive for, but there are some logistical challenges to this.  It’s a lot of work to figure out the actual savings.  The actual savings, then, are very contingent on the price of the energy, so if you do, say, fund a five or seven-year project and the price of energy goes up, in later years those savings could go down, and that could affect the percentage repaid into the fund.  As a result of that, some unites of got have considered using estimated savings, so they would do an audit at the beginning of the project, figure out this is what we anticipate the project’s saving, and then coming up with a defined repayment schedule over time.  
It could be just an up-front agreement with the department, so, you know, they’d be willing to pay back a certain amount into the fund based on what the capital cost is.  And a lot of this is really just related to what you determine to be the appropriate loan terms, whether that’s gonna be 100 percent repayment, 75 percent repayment, or in some cases, more than 100 percent repayment, reflecting interest.  Measurement and verification of projects – from a finance and management perspective, which is really what we’re focused on on today’s call, and not on the engineering side, the issue here is really how to determine those repayments into the fund.  
So as we said on the previous slide, this could be actual savings or estimated savings.  If your repayments are tied to actual savings – and keep in mind that actual energy savings do not necessarily equal actual dollar savings, depending on how your electricity bill is set up – you’re gonna need a predetermined measurement and verification system.  But if the repayments are on a fixed schedule based on estimated savings, measurement and verification is not relevant for your repayments.  It is, of course, an important thing to be tracking the success of the projects that you install, and whether or not you wanna continue with certain technology.  But from a purely finance perspective, if you’re doing repayments on a fixed schedule, the measurement and verification is not relevant.  
So with that, you know, I think a lot of people, when they hear about this concept of a revolving fund, they think, you know, is it kind of a shell game?  You’re just taking money from one area – if there’s energy savings, it’s going into another line item on the budget.  The budget isn’t really going down over time.  And I think that while it can appear that way on the surface, I’d give a couple of arguments as to why there’s a lot of management benefits for doing these types of funds.  First of all, it really does provide incentives for departments to think about ways that they can save energy.  It provides capital that’s available to them, so that’s an incentive of a probably easier way of accessing it than going through the budget process is another incentive.  
And certainly if departments are allowed to retain some of the savings – so if they only pay the fund back, say, 80 percent over time, or 90 percent over time – then it will give them a cost savings.  And of course, if the thing that they install has a longer useful life than the amount of time it takes them to pay back the project – say the useful life is ten years and the payback is five years – for those last five years, they’re seeing the full savings of that project.  We also find that these projects reward leadership and innovation in terms of departments really deciding what is an appropriate project to do, and looking for creative solutions to their energy needs.  
And of course I think most importantly, it creates a process for choosing projects, so I’ve worked a lot with local governments for many years on energy, including going back before the ARRA time period.  And some of them did a lot of energy efficiency work, but in a very ad hoc way, so not a defined way of doing it, but just had a, you know, as a project need would come up, they would do that.  By setting up an internal revolving fund, you really create a process for choosing those projects.  So I’m gonna come back at the end of our broadcast to talk a little bit about some of the funding sources, but right now we’d like to hear from a few communities that have instituted these projects, and I will turn it back over to Katy.
Katy Newhouse:
Thanks so much, Glenn.  And for everyone on the line, these slides will be posted on the DOE Solution Center two to three weeks after our presentation.  And I’m now passing over to Nate Geisler from Ann Arbor, Michigan.  Nate, go ahead.

Nate Geisler:
Okay, thank you – looking here to see if I’ve got control here – yes.  I apologize up front – I’m gonna have some fairly text-heavy slides; kind of to the point that was just made, these will be available later, erring on the side that more information will be better than lots of bright pictures, so I hope that’s gonna be okay for folks.  And here we go.  So just to start it off here – there we go – this is sort of a picture of the overall energy picture in Ann Arbor.  We have around 4-1/2 to $5 million dollars a year in energy costs on an annual budget of around $290 million. 
And back in the late ‘70s and into the early ‘80s, the city here in Ann Arbor realized the importance of energy and devoting resources and personnel to getting a handle on improving efficiencies and renewables in the city.  The first energy plan came in 1981, and was really the founding document.  It’s surprisingly still relevant today.  Had an update in the 1990s, but it’s still the guiding document that drives the work in the energy office, which was established in 1985 to work initially at municipal facilities.  And for the bulk of the time the energy office has been around, the focus has been on facilities that the city does control.  
We’re doing more to reach out into help for residents in recent years, and that’s part of what we’re doing with EECBG dollars.  But one of the things that we did do starting in the late ‘90s, in 1998, was establish an energy fund, and the fund, as I mentioned, is focused on municipal programs specifically.  As Glenn referred to, the repayment method, and for our municipal energy fund it was determined that a portion, or 80 percent, of the resulting energy savings would go back to the energy fund, and the remaining 20 percent would be left to help further improve facilities who are utilizing the loans.  
And repayment starts the following year and goes for a subsequent five years, and these are for projects based on three to five-year paybacks, so those with a shorter payback would help those projects that are selected that might have a longer five-year payback.  And the initial bylaws written for the fund strove to have actual energy savings be the basis for estimating the repayments annually, but that was soon scrapped to use estimated savings as a more efficient way, and to get the schedule set up in advance for projects coming down the pipe.  So in Ann Arbor, estimated energy savings, both through audits and through what expertise we have here at the energy office is the method that’s undertaken.  
The fund is administered by the energy office, and there’s a three-person board who oversees the approval of funding, implementation.  The energy office provides the board with the necessary information to help make decisions, with input from facility managers.  And the board reviews all applications and makes final decisions on what projects to fund each year.  The energy fund is financed by reinvesting the dollars saved into the energy efficiency measures.  And as I said, in 1998, the fund started, but its seed dollars that were used to establish it came out of a ten-year, $1.4 million energy bond project that was used to implement a various number of facility measures across the city.  
There are about 30 locations where this was done.  After ten years, rather than eliminating this $200,000.00 payment line item in the budget, the energy office got the approval of city council to reduce that amount to $100,000.00 to establish the seed funds for the municipal energy fund.  And that was where the initial $600,000.00 originated.  This slide just gives kind of a snapshot of the initial year, the fiscal year 1998-99.  Of that first $100,000.00, $87,000.00 was spent on energy audits at 21 facilities – largely on lighting improvements for 14 of them.  During the following year, this generated over $19,000.00 in energy savings, of which, again, the 80 percent, or close to $16,000.00, was reinvested in the municipal energy fund.  
And annually, the money is transferred from the budgets of the different facilities who apply for the loans, and at the end of the fiscal year it’s made available again for the finance improvements that are brought to the 3-person board annually.  Now, I mentioned $600,000.00.  The $100,000.00 that was budgeted after the ten-year bond ran out continued until the fiscal year 2003-2004.  From that point on, it’s been the repayments that has helped sustain the base of the energy fund, as well as some minor sources of income that include lease payments from leasing out our landfill gas-capture system.  And this gives you an indication of the repayments that we’ve seen since 1999.  
On average, they’ve been around $36,000.00, and total repayments to date are around $576,000.00.  In recent years, there’s been less activity through the municipal energy fund, in part because the early years of the fund were aimed at getting at some of the low-hanging fruit that came out of the energy audits that we performed.  And in the last couple years, we’ve been busy getting to work on the great EECBG projects and devoted some attention there, so that explains some of the other reason for less activity in the last couple of years coming out of our energy fund.  These are just some examples.  Glenn had mentioned lighting improvements; we’ve also done renewable projects, including photovoltaics at a local science center.  
In some of the early years, we also – one of the first bigger projects was converting LED traffic signals and other municipal garage facilities to upgrade lighting there.  City hall cooling tower – we have a number of park facilities that are heated with solar thermal, and both installations and occasional repairs have come out of the municipal energy fund.  Also mentioned earlier was energy tracking software, which was a useful use of energy fund dollars to get a handle on tracking usage at all the facilities that we pay bills on.  We’ve also done pilots, and there is a stipulation in our fund that 70 percent of the expenditures will go towards efficiency projects, specifically, at the city facilities.  
But in addition, the fund can be used for demonstration projects, like the science center, and these cannot account for more than 20 percent.  And the tracking software falls under a ten percent limit that we allow for information for facility managers, which has largely gone to help the energy office help build facilities that we’re giving loans to.  This is a rough breakout, a good chunk of what we’ve used has gone towards LED lighting, and to a lesser extent, we’ve put about $50,000.00 towards renewable energy projects like solar, both PV and hot water heating.  And another large portion has gone towards just general energy efficiency projects across the city.  
This just shows some of the parity that we’ve reached with energy savings vs. project costs since the launch of the energy fund in 1998.  Of course, initially you may see an increase in some of the up-front costs, but we’ve accumulated savings over time, and in fact, recently some of the maintenance savings, specifically with lighting improvements, have meant we’ve had negative project costs due to the maintenance savings we’ve achieved.  So in total, since ’98-’99, we’ve invested over $600,000.00 as loans; over $146,000.00 in annual energy savings.  This has amounted to over 1,000 megawatt hours of electricity, and 270 MCF of natural gas, and has helped to reduce our CO2 emissions 180 metric tons.  
So initially, again, we were fortunate to start this fund at a time when a ten-year bond was just running out and being paid off.  That is where the $600,000.00 initially used for the fund came from.  For about five years, that appropriation set the initial level of funding.  It’s important to have a manager or managers assigned to help support and coordinate the fund and its projects.  And as we mentioned, this includes, in our case, a three-person board to oversee and help select projects that come in.  Most projects financed by the municipal energy fund have payback periods of three to five years.  For cities that have not been actively installing energy saving measures, there may be opportunities for shorter paybacks. 
And this can contribute to a much quicker regeneration of your energy fund.  Again, we use it strictly for municipal programs aimed at improving energy efficiency; however, our energy plan calls for the city to lead by example, and a fund of this sort should be feasible for local businesses that own and operate a number of facilities.  We’re also using EECBG dollars to establish our first small commercial energy revolving loan to help augment a downtown development authority energy savings grant program that, in our case, will provide up to $10,000.00 in loan dollars that go to downtown businesses.  And I think I’ve gone forward here.  So just my last slide here is – 
Katy Newhouse:
I’ll move you back.

Nate Geisler:
Thanks; I’ve got a dark screen.

Katy Newhouse:
There you go.

Nate Geisler:
Thank you.  Thanks, Katy.  So there’s just some contact info, with more information about the energy office and the fund specifically.  The preceding slide just described a little bit about the city’s energy commission, which meets monthly and helps advise city council.  And I think in terms of giving buy-in and general ongoing support, this has been a helpful entity to have to promote energy office activities and also keep city council abreast and supportive of things like the municipal energy fund.  So if you have other questions, I’m joined by a colleague here during the Q&A portion – Matt Naud from our systems planning unit – but also happy to try and help with further questions beyond the time I’ve got here today, so thank you.
Katy Newhouse:
Great – thanks so much, Nate, and we do have quite a few questions for you, but we’ll hold those to the end.  Rich, are you with us?

Rich Deming:
Yes, I am.

Katy Newhouse:
Okay, great.  So Rich is from Calor Energy, and he is currently working with Union County, North Carolina, to set up a municipal energy fund, or a county-wide energy fund.  Rich, take it away.

Rich Deming:
All right – I guess I have control of this now?

Katy Newhouse:
Yep, you should.

Rich Deming:
Okay, great.  So first of all, I’m incredibly impressed by Ann Arbor, and they are pretty far ahead of us.  We kind of started from zero after getting the stimulus funding, and basically, first I just wanted to go into a little bit of background about Union County.  It’s quite a bit smaller of a portfolio of buildings than Ann Arbor had, but it’s a small county, but it’s actually growing very fast, which makes it an interesting case study for implementing some sustainability programs.  But basically, we got $751,000.00 in EECBG funding, and that was the beginning of our sort of attempts to do energy efficiency projects in a sustainable way in Union County.  
Okay, so first – and a little – let me get control of this thing – there we go.  Okay, so – okay.  So the first thing we did, as mentioned in the overview, is we had an engineering company come in, and they did an assessment of the building portfolio.  And they did a really great report for us, with – they walked every square foot of the building portfolio, and then they did a report showing projects that they would suggest, and probable cost of those projects.  They took an estimate of the projects themselves, and then the return on investment, and they ranked that.  Kinda got the first page of that there, which shows, you know, .4 years, return on investment. 
And then not the last page, but where it turned blue and yellow, there, is where we hit the number that we wanted to go for as far as projects that we could do.  So that was the starting point.  Then we took that, and then we took the energy strategy plan which was required by the DOE, and in that book, we set up a energy working group, which included people from finance, from the county manager’s office, from building services, and several other groups, plus us as the outside consultants.  We established a very distinct timeline on exactly when the work group was gonna meet, and the decisions that needed to be made during those meetings.  
And then we established other ground rules; for instance, that the work group could decide as they got pricing, et cetera, to eliminate one project and substitute another project.  And we established with the finance department how the fund would be reapportioned.  And then the other sections, like the specific requirements for the plan that the DOE had, were also in that book.  In fact, it was sort of set up that way.  So we’ve already seen a couple of graphics on how a revolving energy fund works, so this is a little bit redundant, but that’s the way it is.  And ours is a little different in that nobody’s coming to the fund and borrowing it, borrowing from it and then having to pay back.  
Rather, each year, a outside engineer certifies the energy savings that we’ve been successful in capturing.  And then the county commission has agreed, by approving the plan, to have the finance department reapportion that amount of money back into the fund, and so it’s a budgeting process every year. And then, we also – I think it’ll come up a little later, but we also put back – we’ll put back year-to-year until 113 percent of the amount that was expended is paid back.  And then that way, we hope that the fund will grow and pay for its own administration.  And so essential issues are what we’ve learned, and as I mentioned, we’re sort of embryonic compared to Ann Arbor.  
But the issues that we had – we had a very long time to get signed off by the legal department.  It really cost us – I don’t even – I shudder to think of how long that took us.  And then the finance department was very inquisitive, but we were able to placate their sort of questions, and we were able to move on.  And then we had stakeholders in every department that needed to sort of pop up.  We had projects in all of the buildings and in the school system, and in the corrections system, and so everybody kind of had to come in and be assured that this was something they wanted to get done.  
And then probably what I think the most important part was getting the county commission to sign off, and sort of put into law that this is how it was going to work.  So we had several projects, and actually, right now – actually, on Thursday the RFP for our solar thermal on the jail system is going to come in.  And that was an interesting one, because we ended up, as we dived into it, we realized we didn’t want – we didn’t need to spend any DOE money.  We spent admin money, ‘cause it took a long time to slog through the details, but we are anticipating several proposals to have that funded by an outside source.  
And then we did two large lighting upgrades in a couple of big schools, and then pretty much outdoor lighting throughout the county.  We are replacing the conduction lighting.  And HV/AC upgrades.  And then we had to come – that list was many pages long, and a lot of them were just very small things, low-cost and no-cost measures that just needed to be done by the maintenance department.  Putting in a programmable thermostat, or – we address water as well, so putting in water aerators and things like that.  The maintenance is handled by a outside contractor, and so one chunk of what we did was just pay them to go around and do all of those sort of things.  
As far as recommendations that came to mind, the working group was essential, because we couldn’t have laid out that strategy plan and said, “This is gonna be the way it happens,” because we had a lot of very crazy things happen in the pricing and the vendors – the stuff that you couldn’t do before you had to turn a strategy plan in.  So we had to step back several times once pricing came in – one time because it was incredibly high, ‘cause we were going to sole-source some proprietary control software.  And we stepped back and went to RFP, and then we had to sort of scramble because it came in so much lower than we were expecting.  So we had to fill in some more projects.  
And basically, having everybody on the working group was really good.  And in the previous slides, we heard about a three-person group, which actually sounds pretty effective.  We’ve got a fairly decent-sized group that kind of rotates.  We’ve got about seven folks – us as outside consultants, and the finance department, general services people, the county manager.  So it’s sort of anybody who wants to come.  All are invited, and it usually ends up to be about five of us that kind of actually hit those meetings and form a core group.  So as far as next steps, we retained the engineer who created the original report, and that engineer is, for the next two years, he will create a stamped report, basically certifying what we saved, that will go to the finance department.  
And the finance department will budget back into our revolving energy fund account that amount of money at, I mentioned, 113 percent.  And that will go before the commission, and the fund will be reapportioned.  So we’re just starting, so out first energy savings will be documented for next fiscal year.  We’ve gotten probably half our projects done, but not enough – you know, we don’t have a lot of traction on actual energy saved yet.  They’re sort of projects are being finished as we speak.  But that is what we have done, in a nutshell, and I welcome any questions.
Katy Newhouse:
Thank you, Rich, and there are several questions, and we’ll address those at the end.  And now we’re actually going to go back to Glenn, and he has some additional examples and some ideas about how to finance these municipal energy funds.

Glenn Barnes:
Okay, thank you, Katy – just wanted to provide a couple of more quick examples for you as we’re wrapping up the presentation portion of the webinar today to illustrate these types of funds.  You’ve seen, probably, from the examples of Ann Arbor and Union County that there are small differences to how these programs can be set up.  So one example of a similar program to Ann Arbor’s, actually, comes from right where I’m based, in Chapel Hill, North Carolina.  And I don’t know if this is just a feature of university towns, but they have an internal revolving fund that they set up in 2006.  
They had $500,000.00 of seed money that also originally came from a bond.  And in terms of their fund maintenance, they invest 100 percent of the energy savings back into the projects, so they are looking at this, you know, just as we’ve seen earlier, a kind of schematic of these programs, they’re looking very specifically at energy efficiency projects.  And one of the interesting things about Chapel Hill is that they’re one of those entities that actually kinda saved their fund for a number of years to make sure that they would have enough to do a really large capital project that they were planning.  
And in this particular case, the large project that they were planning was a library renovation that is just ongoing as we speak.  So they had done some smaller projects and some vehicle projects, but they were really saving up for that one large project, which they’ve just done.  So, they have now spent through their entire amount of money.  Another example of a more recent fund is the city of Orlando, Florida, and they have established a fund using their ARRA dollars, so they have $1 million as the seed from EECBG.  And their fund maintenance over time, it’s 100 percent of energy savings during the payback period plus one additional year.  
So if they figure that a lighting project, for example, would pay back in two years, they would pay back 100 percent of the savings in year one, 100 percent in year two, and then 100 percent in year three.  So that’s essentially like interest payments or a way to cover the administrative costs of operating the program.  They’re also looking at doing some renewable energy projects as part of it, so they’re gonna generate and sell renewable energy certificates as part of it.  And they’re also looking at a really innovative idea of being able to take some of the federal tax benefits that come from doing energy efficiency and renewable projects and assigning them to some of the design and implementation companies.  
So the private entities that come in to do these projects – it’s not a third-party ownership model, but there are some provisions in the law that allow you to assign tax benefits.  It’s not a tax credit; it’s a tax deduction, so you have to be a little bit careful about whether the company you’re assigning these benefits to would actually be able to take care of them.  But in some cases, that’s being built into the contract.  So they go through an audit, then a design phase, and then they go out and solicit bids for projects, and right now they are soliciting their very first bids to start to spend through their million-dollar fund.  So we’ll be excited to see what happens with Orlando in the future.  
These are just a small number of examples of quite a few of these types of programs around the country, and during the Q&A time, we’ll be curious to hear from some of you on the presentation, if you’re operating or thinking about operating these kinds of programs, what your experience is.  Orlando’s ultimate goal, by the way, is to be greenhouse gas neutral in municipal operations by 2030, so they’ve a relatively large city government, lots of facilities.  I think that’s an ambitious goal, but this is an important financing piece towards reaching that goal.  And if your community has a similar goal, all the more reason to consider this type of mechanism.  
So now that we’ve talked a lot about these programs and heard a little bit about some of the examples, we wanna conclude the formal part of the presentation with is the million-dollar question.  And in this case, maybe it literally is a million-dollar question, which is how do you capitalize the fund?  So next slide, please, Katy, and one more.  If money grew on trees, this would be really easy.  This is a great cartoon I saw.  This part of the plan will be funded with all the unused money we must have laying around someplace.  I wish it were this simple, and I think all of us who work in local government and state government are feeling the pinch right now.  
In some ways, it’s all the more reason to do energy efficiency projects, ‘cause you have an opportunity to save over time – to have a smart use of taxpayer dollars.  But again, it’s that initial hurdle of the capital investment that’s so key.  So next, please.  So what I wanna do for a second here, I feel like, is putting on my government finance professor hat, because really, a lot of the capital sources and revenues for these funds come down to your basic government finance.  Although energy is a little bit different, so on the right-hand side, some of the ways that it is different is you obviously have savings linked to projects.  So unlike other types of capital projects, you’re not necessarily gonna save money.  
With energy efficiency, hopefully you are, and that those savings can go towards the fund.  There’s also the possibility, if you’re doing some time of renewable project as mentioned earlier, that you will have revenue, either through energy sales or through the sale of renewable energy certificates or some other type of green tag program.  A lot of the seed funding for these revolving funds comes from, you know, the general world of local government finance that all of us are very familiar with.  And the first couple bullets there, appropriated funds, fund balance, and capital reserve funds, are all kind of a fancy way of saying tax dollars.  
And I know I sometimes get chuckles from people when I say, “Oh, you can, you know, take tax revenue these days and spend it on these projects.”  I know, you know, that may not be where a lot of units of government are right now.  But I do feel like that providing energy services and energy efficiency you can make the argument that it is a core general fund government function that should be supported with the same type of tax dollars that go into supporting some other types of core functions.  As was mentioned a couple of times, you can use energy services companies, or ESCOs, to think about financing these programs and building a revolving fund around some type of guaranteed energy savings contract or performance contracting.  
These ESCOs will sometimes be able to help you secure outside funding, and occasionally will actually own or find an individual owner, if you’re more interested in leasing some of the energy efficiency technology.  Grants have obviously been huge for us over the past few years with the ARRA grants, the block grant, SEP funding.  Some of you maybe tapped into the Better Buildings program as well.  Whether or not those pots of money continue to be funded, certainly not at the level that they were under ARRA, but the SEP program, for example, has existed for many years.  Actually, the block grant program had existed for a number of years before ARRA; it just had not been funded.  
But there are other private grant options as well, and I encourage you to look around and, you know, see if you can find some foundations that are interested in energy efficiency.  I know a few units of government have found some success with the Home Depot Foundation, for example.  And there are others similar to it that are interested in funding this work.  And then installment purchase and lease and bonds is just a couple of the debt options available, so as we heard from Ann Arbor, they seeded their fund originally with debt proceeds.  Those might be a general obligation bond or some type of revenue bond linked to the savings, but the smaller item, the installment purchase and lease contract arrangement with the bank.  
And then the very last line there, the ARRA bonds, there are a number of programs like the Qualified Energy Conservation Bonds, or QECBs, that are specifically designed to pay for energy efficiency programs.  So those offer you a very low interest rate on debt, so you go out and secure the debt, and then you get that interest rate lowered a little bit.  And fees are an interesting area that some units of government are looking at exploring; creating some type of energy utility or sustainability utility and charging fees.  If your unit of government is also an electricity provider, like a municipal or county electricity provider, you may have some more options.  
The availability of fees is highly contingent on your state law and even your local law, so we definitely encourage you, if you’re interested in that kind of emerging area, to consult with some experts as you look forward to that.  Next slide, please.  So a couple of, you know, of this establishment – as we said, appropriating funds.  There’s also the notion of maintaining an expired budget line item, so if you have a budget line item that is expiring for a particular project, you can just carry that amount over into this type of fund.  You could take a look at what some of your existing energy savings or cost reductions are from what you may have done before you put the fund into place.  
You can take a – think about reducing your costs from competitive bidding.  So a number of you, your procurement laws already require this – that you need to solicit multiple bids for projects.  Look for the one where you’re going to have the most savings, so that can help you, you know, in a sense, be a seed, in that you don’t use as much of the funding for any one particular project that you might otherwise.  Next slide, please.  Maintaining the fund over time – certain the avoid the costs we’ve talked about quite a bit.  But some of the other ways that you can add in there, there is interest that can be paid from the borrowers, and I should probably mention even interest that can be accrued into the account if your seed money is in an interest-bearing account.  
Further appropriated funds is an option that’s available to you; renewable energy credits and green sales, as we mentioned, and then selling energy as well.  So next slide, please.  And just what I wanna wrap up with are some of the key lessons learned that we’ve had from providing technical assistance in this particular area.  One of the keys is that you really need to think about how to inspire participation from departments.  This is something that all of us who do energy services get really excited about saving energy and, you know, think that these types of programs, at least for me, I get really excited about talking about them.  
But for other people, their concept of energy efficiency is that it might be a lower quality than what they’re used to; that some people just don’t really think much about saving energy.  They think more just, you know, you turn on a light, the light comes on, and that’s kind of it.  For others, you know, may have kind of a negative feeling; you know, I always used to joke, but it’s true for some people.  Energy efficiency, the image is President Jimmy Carter in the 1970s, you know, in a sweater at the White House with the thermostat turned down and the lights out.  And, you know, not having a concept of what we mean by what energy efficiency would be today.  
So that’s a real lesson learned is you’ve gotta not just believe that folks are gonna participate because this fund exists, but really go out there and inspire them to get involved.  It’s really important to ensure that department budgets are not reduced, so this is just a little of understanding that if the department has to pay the fund back and it saves on its energy bills, that it has a new line item in its budget to repay the fund.  You gotta think about paying for the fund administration over time.  And certainly, once you get that money in there, as projects are done and they’re repaid, you have the money for the projects, but you also have to think about paying for administration.  
That may come out of tax revenue for salaries, or from the fund itself.  As we’ve mentioned a few times, have a really good process for project selection.  That’s gonna ensure you get the biggest bang for your buck, and hopefully ensure that the departments understand that you’re spending the money through the fund in a fair way.  Really consider that payback timeline and choose projects that are tied into that particular timeline.  So if you really wanna get paid back in three years, you know, don’t be choosing projects that obviously have much longer payback periods.  And then finally, as we mentioned earlier, on measurement and verification, you know, really think about how this is important in terms of refinancing.  
And if you’re doing measured energy savings or actual energy savings, having a clear measurement and verification system that’s consistent and that people can agree with over time is very important.  And even if you’re doing estimated savings, I would still argue it’s important just to make sure that it’s your own internal check on whether or not you’re putting your money in the right place.  So that concludes the formal portion of our presentation today, but we’ve left about a half an hour for Q&A.  And I know Katy’s mentioned a number of questions have come in, so at this time I’ll turn it back to Katy, and we’ll be happy to answer any questions you have.
Katy Newhouse:
Great, thanks, Glenn.  As you can see on the slide, we are now going to move to the Q&A and discussion session.  And we would love to hear from other grantees on the line that may have experience in setting up their own funds, or also maybe you’re trying to set up a fund and are facing some barriers.  So along with your questions – and we do have quite a few that have already come in – we would also love to hear your experiences and any comments you may have.  And the two options are either to type in any comments or questions into the Q&A box on the GoToMeeting software, or you can raise your virtual hand and we can unmute you, and you can share your comment or question with the group.  
And with that, we’ll get started on the questions, and I’ll go ahead and just ask the questions in the order they came in.  And we do have three people, our three presenters, who are available, and in a few minutes or so, we’ll have someone from the Department of Energy joining as well.  And then Nate, do you know if your colleague was able to join?

Nate Geisler:
Yes, Matt is with us.
Katy Newhouse:
Okay, great.  So Matt, if you’re on the line and want to raise your hand, Leslie can go ahead and unmute you so that you’re ready to answer any questions that you can answer.

Nate Geisler:
Yeah, he’s right here with me, so that – 

Katy Newhouse:
Okay, gotcha – perfect.  Okay.  Okay, the first question comes from Jackie, and her question is if an energy improvement results in energy savings, but then rates go up and wipe out the monetary savings, how are projects paid back?  Do you calculate what you would’ve been paying at the previous level of usage and pay the difference?

Matt Naud:
This is Matt Naud.  I think the way we’ve always looked at it is what you would’ve been paying in your old energy use, with the increased rates.  You know, that’s the actual savings you’re getting, so it’s as if you’ve done nothing.  So we would calculate the new savings in from what – with the new rates.  Does that make sense?

Katy Newhouse:
It makes sense to me.  Does anyone else – do the other presenters have anything to add?

Multiple:
[Crosstalk]
Glenn Barnes:
Yeah, the other thing I would say is that, you know, there are some units of government that have run into this issue, and that moved from having the calculations based on actual savings to based on the estimated savings, or some preapproved, predetermined payback period.  It does make it a little bit of a difficult sell if you’re moving to a fixed payment, and then the energy rates do go up.  And a department may turn back and say, “Well, you know, we ended up not really saving anything.”  But I think the argument is that the rates would’ve gone up anyway, and that they actually would’ve been paying quite a bit more.  
So I know some units of government – Chapel Hill included – have been moving towards using that fixed repayment schedule, in part because of fluctuations of energy costs.

Rich Deming:
This is Rich Deming.  I would agree with the Ann Arbor guys.  We would make the determination based on the amount of energy saved times the new rates, ‘cause that’s what would’ve been paid.

Katy Newhouse:
Great, thank you.  The next question is asking whether or not anyone knows whether or not this is the same system that is used in Austin, Texas.

Rich Deming:
Don’t know.

Nate Geisler:
This is Ann Arbor; I’m not familiar with what Austin’s doing.

Glenn Barnes:
I believe Austin does have some type of internal revolving fund, but unfortunately, I don’t know the details of it.

Katy Newhouse:
Yeah, this is Katy, and the only other thing I would add is I know they have a municipal utility, so I think they work really closely with Austin Energy, and they have some sort of system set up that way.  And we’re actually going to type up the questions and answers afterwards and send them out to the group, and so to the person who asked that question, we can look into that and get back to you.  The next question is from Jason: when financial times get tough, how are these funds – sorry.  How are the available funds in the energy reserve protected from being used for other priorities?

Matt Naud:
This is Matt Naud from Ann Arbor; I guess I’ll go first.  You have to be very careful, and right now, we don’t talk a lot about how much the fund balance is in the energy fund.  But I think we’ve still got a council that’s very supportive, and recognized the benefit that this investment has already paid for itself.  And the new investments we’ll be making will have longer paybacks, but they will pay for themselves.  So I think our economy hasn’t gone so sour that we’re raiding everything yet, so we’re able to protect it right now.
Glenn Barnes:
This is Glenn.  One thing that I would add is that I know some units of government have tried to establish the fund as some type of a capital reserve fund, so depending on what state you’re from or what local government you’re from, you may have the mechanism of creating a capital reserve fund that’s specifically dedicated to doing certain types of capital projects.  So there may be an option to put the money into a capital reserve fund, so that way it would be protected from being pulled in for other general fund needs.  So you can’t take capital, you know, money to pay for, you know, the salary of your police chief, for example, or some unrelated function.  
That’s one legal option that’s available to you, but again, how that works in your particular state or jurisdiction is really very dependent on local law.

Katy Newhouse:
Great, thank you.  The next question is from Julie for Nate and Matt, and in your presentation, you mentioned that the repayment started after the first year the project is implemented.  Does this mean that it would be the following fiscal year, even if that’s not a full calendar year after implementation, or do you wait an actual calendar year after implementation?
Matt Naud:
You know, I think it’s negotiable.  I think the idea was just that we would give the unit that was saving the money time to actually see some of those savings.  But in terms of the budget, yeah, I’m guessing we would probably implement it the next fiscal year.  You know, we might push it out a little farther if we thought, you know, the project wasn’t gonna be built to the, you know – if it didn’t get built till the very end of fiscal year ’09, we might wait till ’11 to start making the payments come back.

Katy Newhouse:
Okay, great.  And another question for Nate and Matt: you mentioned that there were 87 – or you spent $87,000.00 on audits and identified $500,000.00 in retrofit work.  Is that what fed the repayment over the ten years?  I guess was it just that first audit you did, and the $500,000.00 in retrofit identified, or did you accept other projects in addition to that?

Nate Geisler:
Is this in reference to the fund or the bond that was paid off?
Katy Newhouse:
I’m not sure.  How about in relationship to the fund?

Nate Geisler:
Okay.  Let’s see…trying to go back in the slide copy here.  Maybe I can – if I can get that one typed up and try to shoot a response back off the thing –

Katy Newhouse:
Okay – yeah, we’ll do that, definitely.

Nate Geisler:
Instead of scrambling here – sorry about that.

Katy Newhouse:
That’s okay.

Nate Geisler:
All right.

Katy Newhouse:
And another question for Nate and Matt: has Ann Arbor projected future payback and overall sustainability of the fund, since the low-hanging fruit has already been addresses and only projects of longer paybacks remain?  Good question for you.

Matt Naud:
Good question.  So we had a lot of activity with the fund early on, and those projects pretty much have all paid themselves off.  So we’re sitting with a pretty significant fund balance right now, but with all the EECBG work, we haven’t been using our internal funding as much.  The project right now is to redefine – reinvent the fund to finance longer payback, so it’s gonna be – we’re gonna have to work out the details of, you know, what’s a ten-year payback look like, and is that 80 percent number the right number?  So that’s kind of one of the projects we’re working on this year to kind of – you know, again, the fund early on was easy.  
You know, any of the units we were working with were happy, because there were these two and three-year paybacks, and they were saving significant amounts pretty quickly.  Now it’s gonna be a little harder sell, because, you know, they’re not gonna see that big payback where there’s a year where they’re not paying a lot, they’re not repaying the fund for eight to ten years, and that’s far out there.  So contact us in about six months, and hopefully we’ll have a new design for the fund and let you know.
Katy Newhouse:
Great, thank you.

Glenn Barnes:
This is Glenn.  I just wanna add something to that.  This is one of the arguments around the benefit of doing a performance contracting or guaranteed energy savings contract, is that you would, you know, take the quick payback period stuff and the longer payback period items and bundle them together.  It’s also the strategy that that convention center in San Francisco I mentioned very quickly did for doing efficiency and renewables.  They did, you know, a convention center, a large building.  They did a complete lighting upgrade, and then also did solar panels.  
So, you know, if there is a unit of government that really has a lot of longer payback period items to do, and still has some of the shorter payback period items on the table, you know, they may wanna consider that performance contract as an alternative financing method to this type of revolving fund.

Katy Newhouse:
Great, thanks, Glenn.  The next question is from Julie.  This is a little off-topic, but Ann Arbor mentioned in their presentation that they use an energy tracking software.  Would you mind sharing what that software is?

Nate Geisler:
Well, actually, the software used for a number of years was Energy Cap.  We’ve actually switched to a third-party provider, and affordable service called Planet Footprint, to achieve the same sort of information in terms of our bill tracking.  So it was Energy Cap, and currently it’s Planet Footprint.
Katy Newhouse:
Great, thanks.  And one more question for Ann Arbor: for your pilot projects, is more than a three-to-five-year payback allowed?

Matt Naud:
It’s just cash money.

Nate Geisler:
Yes.  It’s not put at cash money, so –

Matt Naud:
They may not have to pay it back.

Nate Geisler:
Yeah, they might – in some instances exceptions were made for those demonstrations where they wouldn’t have to pay it back.

Katy Newhouse:
Okay – or maybe they would – okay, gotcha.  Okay, next question from Kathleen: is Ann Arbor a municipally-owned utility?

Matt Naud:
No, we are not, but anyone who wants to help us start one – no, I’m kidding.  The one thing I would add, just for, you know, cities a little newer to this, is we’ve had a dedicated staff person working on energy issues for about 20 years.  And we’re at the point now where we actually charge out the energy person’s time to the energy users at the city, and so, for us, citywide, we probably spend 6 to $7 million a year on energy, between water, waste water, streetlights, and then everything else.  So about 1 percent is 60 grand, and it’s generally with the idea that the energy person will save us 1 percent a year, although it’s not like we look at that every year.  
But it’s just kind of built into the nature that the water and waste water plant recognize they’re paying; a small part of their bill goes to pay for this person who does nothing but watch energy issues for them.
Katy Newhouse:
Okay.  And then this is a related question: is the manager and/or the board funded by the revolving fund or another funding source?

Matt Naud:
Yeah.  So I guess I pre-answered the question.  Another funding source funds the manager.  The board is really just three other staff that are pulled together.  They have an interest in energy efficiency, renewable energy, and originally, you know, 10-15 years ago, it was, you know, people who actually knew what the word sustainability meant.  And so it was just people who would think, were mindful of these things, and provided advice to the energy person on these project decisions.  Most of them were pretty no-brainers.

Katy Newhouse:
Okay, and there are a couple other related questions, so on the three-person board, they’re all city staff, correct?

Matt Naud:
Correct.

Katy Newhouse:
Okay.  And actually, I think, Nate, you mentioned in an earlier conversation that there’s also an energy commission that’s made up of community professionals?

Nate Geisler:
Yeah.  That was – partly came out of the original energy plan.  You know, in Ann Arbor we have several different commissions that advise our green belt, that inform historic district preservation, parks advisory.  And energy is one that’s comprised of as many as 13 – currently we have 12 – including the mayor, who has a strong interest in energy issues and environmental issues.  And so this body convenes, like I said, monthly, and was involved in helping originally conceive of the idea of the energy fund.  They haven’t been as directly involved in the year-to-year operations of it.  
But again, a lot of concepts, ideas that we’ve tried to get launched in Ann Arbor have originated or been informed by the energy commission, and again, as a sort of a reinforcing body to help keep council apprised and informed, and also just to advocate.  It’s been very useful, and whether that something that needs to sort of organically develop, or can be actively promoted within a local jurisdiction, it’d probably depend on the local circumstance.  But even a smaller group of people – half a dozen – actively working on something like this – so long as they’re informed – could really be useful, and it’s proven to be a great tool for us in Ann Arbor.
Katy Newhouse:
Great, thanks.  There are a couple other questions asking about the slide deck and whether or not it will be sent to all the participants.  When we do send out the question and answer document, we will plan on sending out the slides as well.  But in the meantime, you can access any past TAP webinars on the Solution Center Webcast page, and I moved the slide deck back to the slide that mentions the next three webinars that we’ll be having in June.  And then at the bottom there is the link where you can sign up for future webinars and also see the materials from past webinars.  
There’s another question from Molly: have any municipalities tried to combine energy efficiency retrofits with district energy solutions?

Matt Naud:
Not us.  We’re just starting to look at district two from a –
Nate Geisler:
Yeah, this is Ann Arbor.  We’re just starting to now look at the concept of district geothermal; to this point, no.

Katy Newhouse:
Glenn, are you aware of any communities?

Glenn Barnes:
Not off the top of my head, no.

Katy Newhouse:
Okay.  Question for Ann Arbor: can you clarify what you mean by the negative project cost due to maintenance?

Nate Geisler:
Yes.  The cost savings estimates that are built into some of the projects have included maintenance savings, particularly on LEDs.  And in large part, that’s shown up lately, because there haven’t been very much, if any, projects in the last couple of years, largely due to EECBG.  So we built in maintenance savings as a project cost, and in this case, it’s resulted in a savings – a repayment to us, rather.

Katy Newhouse:
Okay, great.  This is a question from Andrea: what is the minimum amount of money that the speakers recommend that a local government have available to establish an energy fund?

Multiple:
[Crosstalk]
Nate Geisler:
Oh, go ahead.

Glenn Barnes:
No, sorry – go ahead, guys.

Nate Geisler:
Oh, this is actually Nate in Ann Arbor.  I would say I mean it’s gonna depend on the size of the municipality, but we’ve – I mean – as much as you can get, obviously is encouraged.  But it’s certainly been a manageable amount that we’ve had, you know, in the half-a-million-dollar range.  But again, that depends; that’s in part based on our number of facilities and necessary projects.  But yeah, getting as much as you can get is the best way to go.

Glenn Barnes:
Yeah, this is Glenn.  I would absolutely agree with Nate that it does depend on the number of facilities that you have.  A lot of the funds that we’ve seen have been half-a-million or more, or maybe a quarter-million or more.  Theoretically, you could set it up with a much smaller amount of money, depending on the types of projects you were doing.  If you wanted to set up a fund specifically just to do lighting upgrades, or insulation upgrades, or, you know, some type of project that doesn’t cost a whole lot of money, and that you have a lot of need for within the unit of government, you could set it up for a lot less money.  
But my only caution is as we mentioned in the slides, there’s some work that’s gonna have to go into figuring out the financing, some work into the repayment schedule and the loan terms, the procurement policy, and the like.  You know, if you’re really only talking about $50,000.00 or $75,000.00, I mean you may end up spending, you know, a good chunk of that money just in the time of setting up the fund, and you may not find that it’s worth it in the long run.

Katy Newhouse:
Okay, great.  The next question is from Julie for both Ann Arbor and Union County: do you identify projects with the best paybacks in the first months of the year/fiscal year that take up most or all of the funds available in the revolving loan fund?  Or do you identify projects throughout the year?
Matt Naud:
Matt Naud, Ann Arbor.  You know, it’s pretty opportunistic.  You know, I think the feeling of Dave Conkle was always, “You don’t wait on energy efficiency investment.”  So, you know, if a good idea came up, like solar thermal at the pools, and there was nothing competing with that, you know, we went and did that investment.  It’s hard for me to go back and think of – you know, I think if there was competition, we generally took the quicker payback ones first.  But that was mostly to keep the fund alive.  That’s one of the challenges in redefining; you know, how do we reinvent the fund with these longer-term, more variable paybacks?

Katy Newhouse:
Matt, so do you solicit applications from departments once a year, or is it just whenever someone comes up with a project, they let you guys know, and then you do the evaluation?

Matt Naud:
Yeah.  We’re a small city, so it’s not – I mean there were 1,000 employees when I started 10 years ago.  We’re about 750 now, and you know, the energy coordinator knows all the significant people spending money on energy.  And so, you know, there’s probably 20-25 people that they’re interacting with, and so the goal is, you know, you stay in touch with them.  And ideally, the energy person is bringing good ideas to, you know, the pools and the ice rinks.  Or, you know, we’ve got solar thermal on all the fire stations now.  So, you know, it’s not a very formal process; it’s just, you know, good ideas come in, and we try and work out a way to get them funded.

Glenn Barnes:
This is Glenn.  Rich from Union County did have to step off, so I’m not sure what their policy is.  But for a couple of the others that I highlighted briefly, I feel like the program in Chapel Hill has been done more – I don’t wanna quite say on an ad hoc basis.  But it’s been really planned by their energy and sustainability office, and looking for, as the Ann Arbor folks were saying, some really good opportunities when a good project comes up, or, as I mentioned, very specifically tied to a large capital renovation project that they’re doing in the town right now.  
In the city of Orlando, the other one that I just mentioned briefly, they set up – their retrofits are gonna be based on an audit of municipal facilities.  Again, their fund is just starting, just like the Union County fund, so at this point they have the audit results in hand.  They’re creating projects based on that audit result, and will go out and bid those particular projects out.  I don’t know what their plan is longer-term, though; if they’ll repeat the audit every year, or if at some point they’ll switch to an application project.  But right now, they’re just basing it on their audit.

Katy Newhouse:
Great.  Question from Jason: are sample or best practice internal revolving fund policies available?  I guess, Ann Arbor, do you have an internal in your municipal fund policy on your web site?
Nate Geisler:
Yeah, there’s lots of info, including bylaws and some of the history, and a lot of information that was put up.  There’s a good portion, in fact, on A2gov.org/energy, on the left; it was kind of a long link on the slide, but if you click on the energy fund, there are some sort of FAQs, lessons learned, some of the information.  And I can, if desired, supply a sort of a summary sheet with that to go along with slide copies.  But there’s definitely some info online.

Glenn Barnes:
This is Glenn.  I’ll say that there’s not the resource for internal funds quite as nice as what there is for community-focused funds.  So for those of you who have visited the DSIRE database before – DSIREUSA.org – it’s the database of state incentives for renewable energy.  You know, it’s a great web site that focuses on all of the programs that are, you know, residential and community loan programs.  I’ve not found a resource that lists all of these internal programs in that kind of detail and that centrally located.  
But I will say that as we’re thinking about putting together or expanding on some of the finance materials that we have on the Solution Center for DOE, because these internal funds have come up a lot in our technical assistance, we’re looking to add some guidance to the Solution Center on them.
Katy Newhouse:
Great, thank you.  Glenn, do you have any additional resources for information about projects that have successfully assigned federal tax benefits to design companies?

Glenn Barnes:
I do not.  That’s something I’ll be happy to get back to folks on.  Orlando is the first city that I’ve heard of using this particular mechanism, which I find very interesting and I think has a lot of potential for grantees.  Unfortunately, I’ll just say, I don’t know a whole lot about the mechanics of how it works.  But I will look for some information on that, and perhaps we can send that out to the attendees.

Katy Newhouse:
Great.  And also, Glenn, do you know what the value – or the question is what is the value of a green tag?

Glenn Barnes:
Right.  This is another great question, and for those of you who are not familiar with the concept of green tags or renewable energy certificates – they’re called a great many things – the idea is that if you create electricity using a renewable source – like, say, solar or wind or, in some cases, low-impact hydro or landfill gas – that there’s two distinct things created.  You have the electron, the actual energy created, and then the attributes of that energy.  And the green tag or the renewable energy certificate is the attribute of the energy.  How much you can get for that is really dependent on who’s buying it. 
So if you live in a state that has a renewable portfolio standard, that requires utilities to create electricity from a certain amount of green sources, that may be of value to the utility.  If you come from a deregulated state, where utilities are, again, perhaps expected to produce renewable energy, but don’t own the generation facilities, you might be able to get a little bit more.  But there are national markets for renewable energy certificates, and I know the EPA maintains a web site with some information on some of the national markets; and then there’s local markets as well.  
And it also depends on what the green tag is coming from, so a solar tag, for example, may be more valuable than a landfill gas tag.
Katy Newhouse:
Thank you.  Next question from Chris: what are the benefits of a municipality going through the steps to establish its own internal fund rather than using a third-party energy savings performance contract?

Glenn Barnes:
Well, this is Glenn.  I think it establishes – or the two things are both really important financing techniques, but they do slightly different things.  A performance contract, what you’re doing is you’re bundling a suite of energy efficiency improvements at one time, together.  And you’re going out and securing financing for that, typically in some type of debt financing – a bond, or borrowing money.  And I think that that’s really geared for communities that are interested in doing it at one time, a large number of upgrades, and also for communities that are really interested in having that extra security that comes with the ESCO.  
So again, you know, in ten seconds’ time, what a guaranteed energy savings contract is, it’s that this company that’s come in and designed these efficiency upgrades for you, if they don’t meet the savings that is projected, that company will actually open up its checkbook and write you a check.  So, you know, I think for units of government that like that extra security of knowing that if, for some reason, a project doesn’t pay back like they thought it was going to, that they can get that guaranteed from the ESCO, or that are interested in doing a large number of projects at one time, you know, ESCO financing is very attractive.  
I think these internal revolving energy funds are really attractive for units of government that are looking for a steady stream of money, year in and year out, to do energy projects.  And it’s not necessarily a small number – you could set up a pretty large internal revolving fund that, you know, could be hundreds of thousands of dollars a year.  But I think rather than bundling together a large number of different projects, it’s really more geared for units of government that wanna do a small number of projects every year.  And in some cases, they’re interested in doing that because of changes in technology over time; they figure technology gets better. 
And certainly in the energy world, we know that there can be, you know, big advances from time to time.  So that way, they just have funds available to do kind of a smaller set of projects on a regular basis.
Katy Newhouse:
Okay, great.  We have a question from Bernard: was there any provision in the EECBG program to use savings to establish a revolving fund?  And I don’t think we have Chris with us – Glenn, can you answer this question, or I can take a stab at it as well?
Glenn Barnes:
Well, there’s no reason that you can’t use your EECBG money to establish this type of fund, and as we’ve seen, a number of programs have seeded their internal revolving funds with block grant or SEP funds or Better Buildings funds.  The only thing that we really haven’t mentioned too much on this particular call is if you are using ARRA funding, you will, obviously, have to abide by ARRA reporting requirements.  And certainly if, you know, if you in your work plans to DOE have set up an internal revolving fund with ARRA funding, our understanding at this point is that it works kind of like an external loan fund, where you would have some reporting requirements moving even beyond your expenditure deadlines.  
So once you’re expended all of your funds by, you know, whatever your date is – March of 2012 or 2013 – you know, for other types of improvements, your ARRA reporting would end.  But if you’re doing, you know, a revolving loan fund or loan loss reserve fund for community programs, or if you’ve established this type of formal internal fund, you may and will have some degree of reporting going forward to DOE that DOE is still in the process of determining what that would be.  So that’s just one provision I would add on.

Katy Newhouse:
Okay, great, thanks, Glenn.  And we are now past our end time at 3:30.  There are about ten more questions.  A couple resources that people did comment on that I want to let everyone know about.  Someone did comment that ICLE has a revolving loan fund guidebook that is available for cities online.  Nate also mentioned that – I’m going to pronounce this incorrectly – Wyandotte, Michigan, is doing district geothermal through their utility.
Neil Geisler:
Wyandotte.

Katy Newhouse:
Wyandotte – got it.  And then also, on the last slide, my contact information is provided, and Glenn Barnes’ contact information is provided as well.  And Glenn and I will be working together to put together the Q&A from this webinar and follow up on any questions that were left outstanding.  And we’ll also be reaching out to Nate and Rich to hopefully get any answers to questions that did not get to be answered today.  And – let’s see – are there – I think we’ve probably – okay, there are a couple other resources available that people mentioned.  
And I think just one last question – okay, actually, I just read over a few of the last questions, and a lot of them have already been answered, so I think we are going to go ahead and end the webinar.  Thank you to everyone for attending and a big thank you to Glenn and Nate and Matt and Rich for presenting on the webinar and answering everyone’s questions.  Thanks, everyone.
Glenn Barnes:
Thank you.
Nate Geisler:
Thank you.
[End of Audio]
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