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1 f? U.S. DEPARTMENT OF Energy Efficiency &
What Is TAP" ENERGY | renewable Energy

DOE's Technical Assistance Program (TAP) supports the Energy
Efficiency and Conservation Block Grant Program (EECBG) and the
State Energy Program (SEP) by providing state, local, and tribal officials
the tools and resources needed to implement successful and

sustainable clean energy programs.

eere.energy.gov
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How Can TAP Help You? ENERGY | noroy =fioenoy &

Renewable Energy

TAP offers: On topics including:
* One-on-one assistance * Energy efficiency and
« Extensive online resource renewable energy
library, including: technologies
» Webinars * Program design and
» Events calendar iImplementation
» TAP Blog * Financing
> Best practices and « Performance contracting
project resources « State and local capacity
+ Facilitation of peer building
exchange
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Accessing TAP Resources ENERGY | 5reroy Effciency &

Renewable Energy

We encourage you to:

1) Explore our online resources 2) Submit a request via the
via the Solution Center

Energy Efficiency &
Renewable Energy

ENERGY

Solution Center  Technical Assistance for EECEG & SEP
Projoct Map | Request Te ) Assistance

Need Help?

Click Here to Request Technical Assistance

Or call 1-877-EERE-TAP (1-877-337-3827)

other related resources for all eligible EECBG and
the left-hand side of this page.

3) Ask questions via our call center at
1-877-337-3827 or email us at
solutioncenter@ee.doe.gov
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F) rese nte s Eﬁ"E”‘REEFY Energy Efficiency &

Renewable Energy

« Alex Ramel is the Policy and Energy Manager at
Sustainable Connections, a nonprofit in Whatcom County,
WA that works to foster a thriving local economy built on
sustainable business practices. Alex is currently
iImplementing the Community Energy Challenge, which
offers financing supported by a loan loss reserve for
home owners and small businesses.

« John MaclLean is the Managing Director of Energy
Efficiency Finance Corporation, an advisory firm
specializing in finance for energy efficiency and
renewable energy projects. John is a DOE technical
assistance provider for Recovery Act-funded grantees,
and has aided many communities in creating financing
programs supported by loan loss reserve funds

5| TAP Webinar eere.energy.gov



COMMUNITY

CHALLENGE

A Place-Based Approach
to Changing the Market for Energy Efficiency

Alex Ramel
Sustainable Connections, Bellingham, WA

Sustainable opportunity
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Community Energy Challenge
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A non-profit partnership making energy efficiency

ACCESSIBLE AFFORDABLE ATTRACTIVE

by creating a One Stop Shop for Energy Efficiency
In Whatcom County, Washington
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Program Goals

Over $1 Million in annual energy savings



How are we doing It?

= Pioneering Partnerships
= Tackling Multiple Barriers
= Driving Demand through Social Change

= Transforming the Local Market for EE

Sustainable opportunity
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Pioneering Partnerships

Opportunity Council

 non-profit community action agency

« 25 years weatherization experience

Residential Program
Contractor Training

Start to Finish Project Coordination

Sustainable Connections

* non-profit network of local
Independently-owned businesses

 led successful 2007 Green Power
Challenge

Sustainable

Connections }
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Commercial Program
Marketing & Outreach

Partnerships & Community Engagement

opportunity

council




Pioneering Partnerships

Utility Companies Local Governments

PUGET aCASCADE
SOUND NATURAL GAS
ENERGY e

Non-profits & Educational Institutions
WESTERN 7

WASHINGTON UNIVERSITY

City of
Ferndale

Financial Institutions

Bellingham

Whatcom "

COMMUNITY COLLEGE
h {JURCEE @ NNER
= o 9/4
7% [///(//d/// 70 d ,\‘/(.\'{/{()/z(/*/t' econimy B

/\/\ BELLINGHAM
s WHATCOM COUNTY
A HOUSING AUTHORITIES For 5»-«: nable Coenmuni

PeaceHealth Whatcom Regmn
Dedicated to Exceptional Medicine and Compassionate Care

Sustainable opportunity
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Tackling Multiple Barriers

1 - Awareness

2 - Convenience
3 - Affordability

4 - Quality Control

Sustainable opportunity

Connections § SNty councll
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Tackling Multiple Barriers

Lack of Awareness

Understanding benefits of efficiency

|dentifying necessary repairs

Evaluating cost-effectiveness

Locating reliable whole-house contractors

County-wide outreach campaign

Fuel-neutral home assessment

Recommendations tiered by
cost-effectiveness

3" party certified contractors & QA

Sustainable opportunity

Connections SRS coundl|
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Tackling Multiple Barriers

Convenience
W One Stop Energy Shop
= home energy assessment
= Home Energy Advisor
= assistance with utility rebates
tax incentives, and loan.
= vetted contractors

= 100% quality assurance

Sustainable (N opportunity

Connections § SN councll
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Tackling Multiple Barriers

Affordability

« Low-cost assessment ($95)

*applied to iImplemented measures
« Up to $1500 in added cash incentives
* Rebate & tax credit eligibility assistance

 Accessible low-interest loans

Sustainable S :
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Tackling Multiple Barriers

Quality Control

An estimated 90% of HVAC equipment and insulation is

Installed sub-optimally, reducing efficiency by 20-30%
(McKinsey & Co 2009)

« BPC training for building
analysts and contractors

 Contractor evaluation

Sustainable opportunity
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Driving Demand through
Social Change

1 - Branding
2 - Goals
3 - Feedback

4 - Soclal Diffusion

Sustainable opportunity

Connections § SNty councll
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Driving Demand through
Social Change

Branding

COMMUNITY

* Building on strong L)
existing SC brand o, Gl N—

 Materials and
signage widely
distributed

Sustainable Wy opportunity
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Driving Demand through
Social Change

Goals and Progress Indicators

Helln, Whatcom Cowd#
become a teaden in Enengy Efficiency!
S ave - O - M ete r WE NEED “:enni $1,000,000 5
* High-profile banners 1(234]5/67
. QW@-O—Metm—
* Website —

 E-Newsletter progress updates . - |

Sustainable opportunity
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Driving Demand through
Social Change

Enerqgy Performance Score
Feed baCk

Address: 1234 Rainier Ave., S., Seattle, WA 98144  Reference Number: 530000000

Energy Use: 38,000 kWh/yr $2,012 Carbon Emissions: 10.5 tons/yr
ng= .
l |t I I I t M al I e r R e O rtS Electric: 9,011 kWh/yr $730 Electric: 5.4 tons/yr
y p & Natural Gas: 986 therms/yr $1,282 ¢ Natural Gas: 5.1 tons/yr
y After After
KWh/yr Annual Use Upgrades Comparisons tons/yr  Annual Emissions Upgrades Comparisons
Last 3 Mr=ths Neighbor Comparison | ¥ouused 32% MORE than your afficient neighbors
X HOW YOU'RE DOIMNG:
EFFIL T - ’ " . i |
MEIGHBORS 'l / a 784 kwh GREAT 2@
7 10.5
s 3 Seattle
You - oy 033 » | Goop © 33,000 S0 07 Xiege
MORE THAN | | Sedia ' |
ALL MEIGHBORS 10 AVERAGE 26,300 3550 Target 7.7
b g ) 6.8 Seattle
| 22,300* s 2024 Target
* EWH A 100-Watt bulb burning for 10 hours wuses 1 kilowatt-hour o
6,600 gggg%vge\ 20 gg?igfarge(
*See Recommended Upgrades *See Recommended Upgrades

twith energy from renewable sources
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Driving Demand through
Social Change

Socilal Diffusion

Neighborhood competition
Yard signs

Referral postcards

Active community groups
(faith-related & other)

Sustainable
Sine @ Connections §

This Home i4 Saving Zne/w/

CHALLENGE

opportunity
council



Transforming the Market

1 - Added Incentives
2 - Attractive Financing

3 - Economies of Scale

Sustainable opportunity

Connections SRS S coundll
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Transforming the Market

Incentives

windows

« $95 energy assessment ($60 value)

« Up to $1500 in cash |ncentrl;,ii_';

es

« Match most utility rebates for appllances

possible additional incentives for
appliance upgrades and furnace upgrades

Sustainable o | OB DOrtUnIty
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Transforming the Market

Innovative Financing

 $750,000 loan loss reserve fund
— Avallable credit in difficult market

« $500,000 in direct interest rate buy-downs
— Rates reduces a further 2-3%

« Bank promoting program on location

Sustainable opportunity

Sini W Connections § AN councll



Transforming the Market

Economies of Scale

Experimenting with
grouping projects
- Geographically
- By type of work

Sustainable 6 opportunity

Connections § SN council
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Current Program Status
As of August 13, 2010
Since February 2010
* 69 assessments completed, 60 scheduled
* 47 Home Energy Advisor appointments

» 18 projects completed or In progress
— 25 still reviewing options, 4 declined

* 11 jobs created or retained

Sustainable
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COMMUNITY

CHALLENGE

A Place-Based Approach
to Changing the Market for Energy Efficiency

Alex Ramel
Sustainable Connections, Bellingham, WA

www.CommunityEnergyChallenge.org
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Structuring LLoan Loss Reserve Funds
Energy Efficiency Finance Programs:
Lessons from the Field

September 20, 2010

Presented by:
John Macl.ean
Energy Efficiency Finance Corp.
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1t Enhancement Overview

e Risk sharing: can be mstrumental to support Financial

Institution (FI) energy etticiency (EE) & renewable energy
(RE) lending

* Goals: proneer new finance products, expand risk horizons,
broaden access to finance, extend tenors, reduce rates

e (Credit enhancements can support a range of finance
models: FI loan facilities, bond 1ssues, PACE, utility on-bill

tinancing, etc.

e (Credit enhancement structures include:

— Loan Loss Reserve Funds

— Debt Service Reserve Funds

— Subordinated co-financing Q eefc

/ wdncuy for ¢ fm/:/m'n'(% econony



;0an Loss Reserve Funds
Provide partial risk coverage to motivate commercial FIs to
offer EE/RE finance products

Can be funded with ARRA monies (no guarantor 1s required)

Cover first losses on a portfolio of EE/RE loans

Take a “porttolio approach” to credit structuring
As a % of total loan porttolio principal = 2-109%

Achieve significant leverage of public funds

Most commonly applied to single family residential and small

Q eefc :
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oals & Impacts on Underwriting

Use of LRF can have the tollowing results:

Reduces required credit score

Increases debt to income ratio

Lengthens loan tenor

Allows larger unsecured loans

Increases or eliminate loan to value ratio
Lowers required customer capital contribution

Lowers interest rate

‘),, y / ;}uum'»z/ for a x:z.«(m'/uu‘/; conony



 BellinghamWhatcom Co., W

Loan Loss Reserves, with 3" Party Lender

Using City & County EECBGs and WA State SEP Credit
Enhancement Grant for both

» Loan Loss Reserve Fund and

» interest rate buy downs

Target single family residential & small commercial sectors

Three government entities involved

RFP process conducted to procure FI Partner

Program operational since May 2010

L
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Loan Loss Reserve Structure

Financial Institution(s) Q
$250K ]
Small —| /"Deposit RI"SS Q
Cities Account | T E3€TVe Loans
$250K
Residential &
Commercial
Loss Reserve Fund : Loan Facility Bm;rower §
$750,000 : $8.25+ million Q /3 3; / -



\greements

Loan Loss Reserve Agreement

>

between the FI & Donor (City/County in Bellingham case)

EE Loan Program Agreement

>
>

between the FI & Program Administrator

defines all administrative coordination & roles & during loan
origination. Flexible agreement

Key steps in loan origination include:
o  Marketing

Credit screening

Loan application

Credit approval

Loan agreement

Disbursements 4
eefc
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11)

1ne ot lypica oan Terms

Eligible borrowers

Eligible projects

Loan application

Credit prescreening

Loan terms

Interest rate

Payment schedule

Loan size

Loan underwriting guidelines and security
Loan disbursement and flow of funds during project
construction

Prepayment option

Q eefc
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% W llllll!s! -!!ar!ing Formula

Ratio of (A) total original principal amount of Loans in
porttolio, to (B) LRF funds. A/B = leverage ratio

“First loss percentage” = portion of the total Loan portfolio
original principal the LRF will cover, e.g., 2-10%

Share of first losses that LRF will pay, e.g., 80-909%+;

balance to the account of the FI

Trade-ofts between the leverage ratio, risk sharmg tormula,
LLoan security and access to finance

Incentives for good loan originatton/administration are

aligned
annfr
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Agreement: Key Terms
Definition of Deposit Account & Reserve Account
Reprogramming Funds in the Deposit Account

Interest on both the LRF and Deposit Accounts
Definition of Loss & Event of Loss

Risk sharing formula; expanded lending & reset formula
Responsibility for & Distribution of Recoveries
Underwriting Criteria & Loan terms

Reporting & Monitoring

Availability Period

Disposition of loan loss reserve funds at end of Loan period

Program Fees Q i

Assignment of LRF

\ |- N -~
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LRFs: Lessons Learned & Challenges

« Many programs being set up in other states

* Best applied to portfolios of large #’s of loans; other credit
enhancement structures can be applied for other sectors

» Additional LRF contributors possible for scale up: vendors,
FI, utilities, etc.

* Leverage ratios: can start low & increase with experience;
include these terms in LRF Agreement

» (Can accelerate transfer of funds to Reserve Account to meet
USDOE definition of “spent”

« Make LRF assignable, supports secondary market

 Single vs. multiple FlIs: a challenge

* (Can use of separate Escrow Agent

@é - Ay
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ecrull rocure Financial Partners &
USDOE Technical Assistance

Conduct FI research: identify interested FIs

o Structure financial products and use of ARRA funds

Develop FI Request for Proposal (RFP), if required

Conduct FI RFP process

» Leave room for creative responses, at the same time ...
» Provide initial structure concepts

* Develop & negotiate implementing agreements with FIs

USDOE Financial Advisory team can assist in this process.

celiC
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inancial Institution RFPs: Outline

* Program Background: e.g., partners, target market, lending
goals, types of equipment, project economics, marketing, etc.

* Proposes structure & terms of financial products

* Defines use of ARRA grant funds

* Prescribes format for proposals

* RFP rules, procedures, schedule, evaluation criteria

* Implementing agreements, e.g., LRF Agreement

Draw the target well so proposers can hit a bull’s eye!
Same information needed in sole source negotiation.

e N 1 Noo »
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Topics for FI to Address in a Proposal

1. Summary Financing Structure & Approach

2. Loan Interest Rates and Fee Pricing

3. Loan Terms, Tenors, Prepayments, etc.

4. Underwriting Guidelines

5. Loan Marketing

6. Loan Origination & Administration

7. Qualifications & Experience, Officers and Staffing
8. Other services

9. FI background and financial condition

e N 1 Noo .
a / l)e'rll.’t’llfi'f/ for ¢ »'tf.v'('u'l./.v'u'f‘A‘ ccenomy



Thank You!

John MacLean

President
Energy Efficiency Finance Corp.
Olympia, WA
imaclean@eefinance.net

Phone: 1.360.339.3936
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.S. DEPARTMENT OF Energy Efficiency &

Upcoming Webinars ENERGY | ronosatio Enony

Please join us again:

Taking Advantage of Qualified Energy Conservation Bonds (QECBS)
Date: September 22, 2010
Time: 3:00-4:30 EST

Energy Saving Performance Contracting (ESPC) Basics
Date: September 23, 2010
Time: 1:30 — 2:30 EST

“Green” Codes and Programs
Date: September 24, 2010
Time: 2:00 — 3:00 EST

Designing Effective Renewables Programs
Date: September 28, 2010
Time: 2:00 — 3:00 EST

Driving Demand for Home Energy Improvements: Lessons from the Field
Date: September 29, 2010
Time: 3:00-4:15 EST

For the most up-to-date information and registration links, please visit the
Solution Center webcast page at www.wip.energy.gov/solutioncenter/webcasts

43 | TAP Webinar eere.energy.gov
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