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Good afternoon. My name is Courtney Kendall, from the U.S. Department of Energy (DOE) SunShot Initiative, and I’d like to welcome you to today’s webinar.  We’re excited to have you with us today.  We’ll give folks a few more minutes to call in and log on. While we wait, I will go over some logistics, and then we will get going with today’s webinar. I want to mention that this webinar will be recorded, and everyone today is on listen-only mode. You have two options for how you can hear today’s webinar. In the upper right corner of your screen, there is a box that says ‘audio-mode’. This will allow you choose whether you want to listen to the webinar through your computer speakers or a telephone. As a rule, if you can listen to music on your computer, you should be able to hear the webinar.  
But either use telephone or use mic and speakers. If you’d like to use telephone, the box will display the telephone number and specific audio PIN you should use to dial in. We will have a questions and answers session at the end of the presentation. You can participate by submitting your questions electronically during the webinar. Please do this by going to the questions pane in the box showing on your screen. There, you can type in any question that you have during the course of the webinar. Our speakers will address as many questions as time allows after the presentation, so we do encourage you to go ahead and ask questions throughout the webinar.

Let’s go ahead and get started. I would like to introduce Josh Huneycutt. Josh leads the U.S. Department of Energy’s efforts to empower state and local governments to make it faster, easier, and cheaper for Americans to go solar. Josh leads the Rooftop Solar Challenge and the Solar Outreach Partnership as part of DOE’s SunShot Initiative, which seeks to make solar energy systems cost competitive with other forms of energy by the end of the decade. Go ahead, Josh…
[Speaker: Josh Huneycutt]
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All right, thank you very much, Courtney. I’d like to thank everyone for joining today, and before we hear from our other presenters, I wanted to provide the audience with some background on the Department of Energy’s SunShot Initiative and Rooftop Solar Challenge – some of the team members we’ll be hearing from today. 
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As Courtney mentioned, SunShot is a collaborative national effort to reduce the total cost of solar by 75 percent from 2010 levels so that it can be cost competitive with other energy sources by 2020. DOE supports many programs that work towards this aggressive goal. We’ve made great strides towards reaching our cost targets for the industry.  

In fact, PV modules are now selling well below 80 cents a watt, which is less than half the price of just two years ago. This is a decade’s worth of cost reductions that happened overnight, essentially. Without the vision of SunShot to enable our industry to develop technological solutions that are more aggressive than their roadmaps, our industry would be further behind. What are these rapid declines in panel prices mean for home and business centers looking to go solar?  
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So despite these plummeting panel prices, as former energy secretary Steven Chu noted many times, even if you pay nothing for the hardware, you still pay thousands of dollars to install a residential solar power system. So why is this? 
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You see that while the cost of solar panels and hardware declined at a rapid rate, other costs associated with going solar, such as permitting, installation labor, and inspection are not decreasing as quickly. These non-hardware, or soft costs, can account for up to 50 percent of the price of a PV system. Why are these costs not declining as quickly? 
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One of the main reasons has to do with the difficulties associated with financing a solar system for homes and small businesses. Recognizing that local and state governments can play key roles in implementing innovative financing solutions and jumpstarting solar investment and deployment at the local level through some of the methods you see here.  
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On this slide, you’ll see some information about how DOE created the Rooftop Solar Challenge to encourage and enable teams to come up with solutions to the financing bottleneck amongst other soft cost drivers that we identified earlier. As you can see, millions of people from all regions of the country came together for this effort. We provided Rooftop Solar Challenge teams $12 million in funding for 22 teams, representing over 156 jurisdictions spanning across the nation to find innovative ways to make it faster, easier, and cheaper to go solar.  And the results were impressive. 
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So here’s just a brief introduction to some of the Rooftop Solar Challenge successes. In just one year, the Rooftop Solar Challenge teams made it on average 40 percent faster and 12 percent cheaper to get solar system permits, and, on the whole, cut out one week of time per solar installation from the overall process of going solar. One week may not seem like a lot.
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But here on this slide, you’ll see that considering the thousands of solar installations that were made in 2012 and Rooftop Solar Challenge locales, by some estimates Rooftop Solar Challengers saved Americans from over 792 years of red tape. Not too bad, right?
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Today, we’re going to hear from some of the teams that helped open up the local solar markets for innovative financing mechanisms, which enabled much of this market growth. First we’re going to hear from Natalie Andrews, the Renewable Energy Coordinator at Massachusetts Department of Energy Resources. She’ll be speaking about solar outreach to local financial institutions. We’ll then hear from Sara Baldwin, a senior policy and regulatory associate at the Utah Clean Energy – she’ll speak to the efforts that her organization has taken at the community, local, and state level on various financing initiatives. Then we’ll hear from Bert Hunter, the chief investment officer at Connecticut’s Clean Energy Finance and Investment Authority, about their green bank and innovative solar lease models.  
So with that, I will pass it off to Natalie.

[Speaker: Natalie Andrews]
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Thank you, Josh. This is Natalie Andrews, with the Massachusetts Department of Energy Resources. Today, I’m going to be going over what we did here in Massachusetts.  
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Massachusetts has been providing strong incentives to the solar community since about 2007, and at that point, we had about 4 megawatts of solar installed. As of today, we have about 281 megawatts of solar installed across the state, and we’re anticipating that that’s going to double by this time next year. A lot of that is due to the third-party owned options that are available in Massachusetts through our power purchase agreement or release, and about 40 percent of projects are now financed through that mechanism.  

We also have a suite of incentives available that really help to grow the solar market in Massachusetts, and that includes the main incentive is the SREC, or the Solar Renewable Energy Certificate. We have a number of communities that have done the solarize model, as you know it was started in Portland, Oregon. We also offer rebates, net metering, and state – combined with state and federal tax incentives really help to provide the incentive to get projects built. Currently, Massachusetts is ranked sixth in the nation for residential installs, and fourth for non-residential installs. 
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The Massachusetts Department of Energy was really happy to receive a grant under the SunShot Initiative Rooftop Solar Challenge program. We were the lead agency under the grant, receiving over $500,000.00 to address soft cost challenges. There were a number of ways we spent that money to look at permitting and other issues, but today I want to focus in on financing. With our grant money, we knew that one of our key barriers to the deployment of residential and small commercial solar in Massachusetts is due to the lack of financing – especially for property owners and businesses that aren’t necessarily interested or unable to pursue the third party model such as leases and power purchase agreements.

A good availability of direct financing from our traditional local banks and credit unions could help produce the solar PV cost of ownership, provide greater financing choices, and expand the market for solar PV systems. So DOE hired our consultant, which was ICF International, to help support us in providing outreach to local financial institutions.  ICF interviewed a number of bankers about their experience, and perceived barriers to solar PV lending, and based on that feedback, we were able to develop educational materials and hold workshops throughout the state, and also we did a webinar.   
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Our hypothesis going into the interviews was that many of these local financial institutions were resistant to solar PV lending due to perceptions and sort of misconceptions regarding PV technology, a lack of familiarity with these types of projects, and concerns about collateral and cash flow risks.
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What we did – or ICF did a phone survey with over 20 financial institutions, and these were typically done with a senior lending official at the bank, and the banks are located across the state, and the goals of the survey were designed to understand their experience with financing projects and their interest in doing more lending for solar projects, their understanding of the current policies and incentives, any concerns they might have over lending to these types of projects, and also get some ideas from them on how the state could potentially help and increase solar lending.  

In terms of experience level, about one third of those banks that were interviewed had previous experience lending to solar projects – and we’re talking about just potentially a residential scale, about 202.5 kilowatts solar array, all the way up to some banks who had done utility scale 2.5 megawatt projects. About a third had interest in solar projects. About a third had no knowledge of these types of projects. The banks across the state definitely varied. You can see on the graphic on the right there that they had a number of concerns, but they tended to focus in a few areas. One of those areas was cost analysis and cash flow.

Basically, this is how to calculate the cash flow of the loan. This includes the payback from the incentives, when are they going to get those payments, when are they timed, valuing the energy generated from the solar PV system, and dealing with the sort of complex transaction that could be – that you could have with a PPA deal. The other concern was what does a bank do if someone defaults on a solar project and you’re left with the system on a roof?  So that was one of their other concerns. The other one that seemed pretty high was the lack of assimiladarity – they’re just not used to these types of deals coming into the bank. The stability was the other sort of high concern that they had over the incentives – are they going to change, are SRECs going to go away, what’s happening with net metering? There’s always concerns about those risks to the bank.  
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So armed with everything that was learned during the phone interviews, we designed a workshop to provide the details that the bankers are really concerned about. This is a half-day workshop specifically targeting just the banking community. We wanted to limit our invitations so that we didn’t get a sea of solar developers there that were looking to work with banks. So we focused on the cash flow. We had bankers who had done successful solar project lending actually get up there and do the presentations about how they got them done, what to look for in a project. I think that really helped for the Q&A section of the workshop, and bankers are speaking to bankers, and they speak the same language, where it means a lot more coming from someone in their own field.

We had government officials speaking about the incentives and a solar developer broke down the components of a project, typical warranties, cost, permitting, and what to expect there. We had time for networking. At the end of the workshops, we, being the state, were able to get ideas from the bankers as to sort of what they needed, if we wanted to develop products to help get more solar lending done. At the time, we were thinking about $15 million to put towards this, and what are the ideas that you have to get that going? We also provided, which I thought was really great, were handouts for solar PV terms. If you got banks that you’re talking to and they’re not familiar with all the lingo, we had a handout for that, an overview of the SREC incentive program, which can be very confusing, and financing checklist, and cash flow examples.  
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Some takeaways were Massachusetts-specific, but the general ones that could be applied more broadly that I’ll go over – definitely if you’re looking to do this and provide education, I would have bankers who have finance projects be the ones that are out there speaking to those who are interested in doing this and even the banks that might be interested, but they don’t know they’re interested yet. One of the other takeaways is just to develop a centralized list of solar lenders, banks that have done solar projects and are open to being contacted by solar developers. There also needs to be some sort of regular communication between all parties, and the parties being bankers, the real estate community, and solar developers.  

Solar case studies and examples of these successful projects and the details about them help increase the understanding and comfort level within the banking community. Of course, financial assistance from the commonwealth to reduce these risks that they’re seeing would be helpful through some of the suggested ways that they came up with are interest rate buy-downs, a loan loss reserve, and then specific here to Massachusetts would potentially also be an SREC pre-buy option. 
Slide 18:  

A summary of the lessons learned from the survey and the workshops is available in the final report from ICF, which is on our website, along with the survey questions that we used during the workshop. There were 22 folks that responded. All the Power Point presentations from the webinars are up there, and the handouts. Feel free to use any of those materials that were developed. With that, I think my ten minutes are up, and I’m happy to answer any questions you have at the end.  Thank you.

[Speaker: Courtney Kendall]
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Thank you again, Natalie, for your presentation, and now I’d like to go ahead and hand it on over to Sara Baldwin. Sara…
[Speaker: Sara Baldwin]
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Great, thank you so much! And thanks, Natalie that was really interesting. 
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I am with an organization called Utah Clean Energy, and I’m a senior policy associate, as Josh mentioned. Our organization is a 501c3. We’re non-profit, non-partisan. As our tagline suggests, we really do emphasize partnerships to get things done here in Utah.  We have a longstanding history of working with local governments across the states to really tackle some of the nitty-gritty barriers to solar, and really across the board, clean energy, energy efficiency, and the smart energy future.  So we were thrilled to have the opportunity to be part of the Rooftop Solar Challenge through our Wasatch Solar Challenge. I’m going to talk a little bit about some of our efforts at the community, local, and the state levels.  
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Just a little bit of background, because I know a lot of folks are not really familiar with Utah in the solar context. We’ve really been a little bit off the radar for several years, but I will happily say that our market is growing and it’s really starting to expand exponentially. As this graph demonstrates, it did not happen on a whim.  There were several policy efforts, regulatory efforts, and boots on the ground initiatives to remove some significant barriers to the adoption of those residential and commercial solar. We’ve seen significant growth and we expect to see continued growth over the next few years.  
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To accompany that growth, we’ve also, as Josh mentioned, seen significant cost declines, which is certainly spurring greater adoption, and we’re thrilled to see that happening, but we do still see, at the local level, some soft cost barriers, which we’re continuing to tackle.  
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Even with the growth and the cost declines, the solar financing tools are largely unavailable or unutilized in Utah. 
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We set out a goal as part of our Wasatch Solar Challenge team to not only tackle the financing piece, but we also wanted to look at our permitting, our zoning efforts, net metering and interconnection, working to develop some one stop shop information portals.

We really looked at the financing piece from a comprehensive and holistic perspective, recognizing that pushing on one piece of the puzzle is not necessarily going to move the market. Listed here are all of the great local governments we had the opportunity to work with. I can only say that they were a great team, very dedicated to tackling some of these challenges, and we really got a lot done in a short amount of time.
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We set out an object as part of the Wasatch Solar Challenge to create and/or expand two to three solar financing options to increase the market activity, and we defined ‘financing options’ fairly loosely, as I’ll discuss here in a minute, because we recognized that some things may not fall into the strict category of financing, but it serves the same purpose in driving the market.  
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Before we set out, we really did a lot of homework and research, and I can only say that with the support of the Rooftop Solar Challenge we were able to do a lot of this bigger, deeper dive, so it was very instrumental to have that support available. We got some technical assistance with NREL – they provided a great whitepaper on financing options.  We were able to hire Harcourt Brown and Carey Energy and Finance to develop a memorandum on the four corners of clean energy financing. We used SunShot Initiative’s resources, such as the solarize guidebook, and then we had a lot of individualized consultation with our local governments, which was really helpful for them to be able to get comfortable with what we were working on. 

We also hosted a series of workshops to really dive into each of the various options we were exploring. The number of reports and analyses coming out left and right, we were able to tap into a lot of those and decide on sort of three main areas to push on.  
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Through all of that analysis, we had what I like to call a ‘no-duh’ moment, realizing that solar financing is not simple or straightforward, and there are always a thousand questions. When you answer those questions, there are a hundred more waiting. These are just a few that we came up with and we tried to develop a little bit of a table to understand which sectors had which options available, and which pieces still remained illegal.  

For example, power purchasing agreements in Utah are legal for public entities and non-profit entities, but not legal for residential and commercial, but you can do leasing in any of those sectors. Navigating the network of the financing options was certainly a good exercise, and it definitely demonstrated to us, as a non-profit working with the community at large, that as an individual or a business trying to understand what’s out there and available for you, it can become a real headache pretty quickly. We wanted to focus in on some simple options.  
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We did kind of a financing trifecta, focusing on community level efforts, local government effort, and a state level effort, really wanting to focus on generating that demand in all of the primary sectors with no RPSs and limited incentives. Of course keeping it simple and tackling real world problems.  
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That brings us to Utah’s first bulk-purchase programs. 
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We launched Utah’s first bulk purchase initiative. We knew about the model pioneered in Oregon, the solarize model, and we really wanted to know if a model pioneered in Oregon and California can work in Utah?  How will it work? What kind of an effort will it be?  What impact will this have on the solar markets? Can it work without incentives?  
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We launched our pilot program in Salt Lake County and Salt Lake City. It really was about a yearlong effort from the prep time and the recruitment stage all the way to the final celebration. Utah Clean Energy served as a project manager, and, in addition to the Wasatch Solar Challenge and DOE support, we had some other minor sources of support, which helped get us there.  
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This is kind of the summary info graphic of what we were able to accomplish. We got 64 houses to install solar on their roofs, and all of those folks achieved an average of 40 percent savings on their solar systems, and we installed about 235 kilowatts in the end.  Now while those numbers are not very large, it was a significant effort in Utah. It also caught a lot of attention because solar really just hasn’t had a lot of emphasis over the years. We got a Sustainable Business Magazine Award, we were finalists for Governor’s Excellence in Energy Award, and then most recently, Salt Lake City Mayor Becker was awarded the 2013 Mayor’s Climate Protection Award, and the Salt Lake community solar effort was recognized as part of his overall initiatives.  
Slide 34: 

This just gives a breakdown of the cost reductions that we were able to receive through this effort. It was a tiered pricing schedule, so everyone was kind of guaranteed right out of the chute a 36 percent discount, and then the more people that joined and committed, the greater the discount became. This was a really effective marketing effort because you have friends and families talking to each other, and they have a really strong motivation to get their friend to commit, because it’s going to benefit everyone.  
Slide 35:
Indeed, that’s what we saw. The community model really worked, and beyond all of the other marketing efforts that we attempted, the family, friend, neighbor communication, and the peer networks that we tapped into, were above and beyond the most effective.  
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I don’t want to dive too much into detail, and I recognize that the colors here looks like my grandfather’s old golf shorts but what this shows is a comparison of two counties – Salt Lake County and Summit County, both in 2011 and 2012. You’ve got the total amount of solar installed in both of those counties in those two years, and then the hash marks represent the amount installed during that June to December timeframe – so the concentrated marketing and recruitment phase that we were doing with Salt Lake community solar. Then, on the right, you’ll see the yellow hash mark at the very bottom – those were the actual installs that occurred. The rest of that orange hash mark were other installs outside of the community solar effort.

So what that shows us is that this not only drove the market locally, but it drove the entire market in the county, because people were hearing about it, learning about it, and really getting interested. Just for comparison, Summit County, just on the other side of the mountain, they didn’t see much change at all, so that also said to us that this effort really had an impact locally, and was a very effective way to drive the market.  
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One thing to note as well is that on the 2012, we had no incentives, no utility incentives, no state incentives, so all of that growth was just au naturale. Then we asked folks, what’s motivating you? Of course there were the environmental motivators, but really, a lot of the top reasons were the discounted prices, the hedge against future increases in prices, and then the good ROI. Interestingly, only about 3 out of the 64 people used available financing options from local and regional unsecured loan providers. That was just kind of an interesting thing, because we thought the financing – just kind of the traditional financing – would be a big barrier, and it didn’t end up being a barrier for these folks.  
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Now we’re launching a phase two, and that’s up in Summit County, as I mentioned.  We’re excited to see it’s already gotten off to a really strong start with over 50 kilowatts already committed, and they’re in their second tier pricing, which is you can see is very, very competitive. What was really exciting to us was that this community-led effort also motivated Summit County and Park City to streamline their permitting and reduce their solar permit fees.  So it was definitely a win-win for us.  
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The next effort is the Salt Lake County Energy Smart Loan Program. 
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Salt Lake County in 2012, they issued an RFP for a countywide program. They had some initial experience with a pilot effort in 2010, which was part of the stimulus, and they wanted to expand it, and basically, they provided some low interest loans to folks to do energy efficiency and renewable energy upgrades. They wanted to be able to really expand the scope and the reach of that type of program, and they wanted to do it in as low risk of a way as possible. Their goal was to allocate $4.4 million in QECBs, which is Qualified Energy Conservation Bonds, to make these low interest loans saleable to their citizens. It’s kind of sad, we don’t care how these QECBs are used – they could be used as a loan loss reserve, or they could be used as direct loan capital. It would be up to their provider.  
Then the kind of clincher was they would combine these QECB funds with an FHA and HUD power saver loan program provider, and use those two pieces to really leverage and get as low interest loan as possible as well as a mortgage insurance guarantee of up to 90 percent. The idea is the county allocates the bonds, they work as the providers develop the program, the program originates and services the home improvement loans, manages the contractor network, and the county does not issue the loans directly, nor do they bear the direct risk of default. All of these details are still in the works and slated for launch this summer. There’s more to come on that.  
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And on the state level, we have enabling commercial financing options. We are almost done here.  
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The last piece that we really wanted to tackle is the business angle, because we focused on the community and citizen angle, but we hadn’t really figured out how to get these businesses to access more financing options. As most people know, businesses are eager and willing to do efficiency and renewable energy upgrades, but often that high up front cost, the long payback time in some incentives, are significant barriers. As Natalie just suggested, the energy related financing is still very uncommon and unfamiliar.  
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After launching workshops and educating the business and local government community, they really said, you know what, we like this idea of the commercial property assessed clean energy option and we want to expand that option to Utah. Through a good deal of coordination, they were able to enable commercial pace through a change in statutes, and the bill does require lender consent, doesn’t allow delinquent taxes or special assessments, and local governments are only a voluntary thing across the board, so there’s no mandate, but that was really key to getting that support for that initiative. Next steps will be figuring out how to actually implement it on the ground, and that would on the next slide – that’s kind of the summary.
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So what’s on the horizon? Well, we’d love to continue to replicate the community solar efforts and do so with a more standard toolbox. Obviously, the energy smart loan program rules will continue to get finalized here in the next few weeks, and then they’ll launch that program. We are also working to pull together all of the folks who were interested in the CPACE effort and get a good work group together to develop some program guidelines and initiate that first program. We’ll continue to explore other financing options and address legal barriers, and pursue the funding opportunities out there to ensure that the sun does not set on Utah’s solar financing opportunity. I believe that’s my last slide. Thanks, I’d be happy to entertain any questions.

[Speaker: Courtney Kendall]
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Thank you very much, Sara, I appreciate that. Again, as everyone has mentioned, please go ahead and submit your questions throughout the webinar, and we will answer them at the end of the presentation. Now I’d like to go ahead and introduce Bert Hunter.  Go ahead, Bert.

[Speaker: Bert Hunter]
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Thank you, Sara! Yeah, thanks Courtney, and thanks Josh.  
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CEFIA is very proud to be aligned with DOE in a number of its undertakings. Particularly, we’ve put in a big effort on SunShot. We’re very happy that Celia Price led us with that effort, and assisted by Joe Wananatta and Maria Leonardi and some others, and also on the installer side, by Solar Connecticut, with Mike Trayhan and his group there, really an industry group in Connecticut. There’s a lot going on in Connecticut.
Just to give you a sense of the things that are happening here at CEFIA. In 2012, there was nearly 6 megawatts installed that was just about 800 different residential installations. Install costs were brought down by 10 percent to about $4.80 a watt from $5.35, and representing about $27.5 million of solar investment with $9.5 million of that or roughly a third being incentives. Currently, we’re on pace for about 10 to 12 megawatts of installation this year, about 1,500 installations, so roughly double of what we did in 2012 as a state, and looking to reduce installed costs by another 10 percent, and certainly applying some of those lessons that we learned from the SunShot Initiative and putting those into practice.  

Let me just take a few minutes – I mean that’s just by way of solar background and CEFIA – so let’s just talk a little bit for a while about who is CEFIA, sort of our roles and goals, a little bit about our organizational structure, some of the principles we adhere to in terms of putting together financing programs, and then we’ll talk about some of the innovation we think we’ve achieved in solar financing here.  
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CEFIA, if you do not know, is the Clean Energy Finance and Investment Authority.  It is Connecticut’s green bank. It is actually the nation’s first state green bank. We believe we are the first state green bank and we’re actually brought into creation under public backed 11-80 and back in 2011 spent a number of months organizing ourselves and toward the ultimate goal of attracting and deploying private capital to finance the clean energy goals for Connecticut. We believe that will bring down the cost of clean energy over time, which will make these renewable technologies, whether it’s renewable energy or energy efficiency – more accessible and affordable to consumers, and ultimately, a lower reliance on grants, rebates, and other incentives as we do that.  
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This is just a sense of how we’re organized. We’re organized by sector. We have a residential sector, commercial, industrial, which is pretty self-explanatory. That would be homeowners and then businesses. Then we have our institutional side, which would be your traditional municipalities, universities, schools, and hospitals, so called MUSH. Grid and infrastructure where we deal with the statutory requirements under Connecticut energy law that we are obligated to implement, and also, included under that, would be our residential and solar investment program, where we manage the incentive program for residential solar.  

I am responsible with my team for bringing in private capital and then deploying that across the various sectors, and assisted by, as you can see, several supporting departments, which would include legal and certainly marketing and importantly communications in that effort.  
Slide 50:
Just some key principles as we move through this. We keep in our mind as we move through and are developing products, we, as a green bank want to be an enabler of those that are already in the market. We do not want to become the Fanny Mae of energy efficiency or renewable energy. We want to actually incent private capital into the market, so we’re going to operate where there’s a lack of capital or where there’s only capital available at high cost, which is something that’s certainly plagued the PV market.  

We want to operate through existing wholesale channels, so we partner a lot with existing financial institutions wherever possible. At the same time, we want to keep an eye toward the securitization in public markets. Very importantly we want to try not to lose money.  We’re recognizing that we’re stewards of the ray-pairs of Connecticut’s funds, and so we’re achieving to do all these good things and get money back and put it back to work and recycle those funds.  
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A few of the programs that we have underway here are loans, and this is one that is really technology-agnostic, we say, because it involves funding for any measure of energy efficiency or renewable energy. It’s called our smart e-loan. This is where we have partnered with community banks and credit unions to actually do the funding at the ground level and in a process that we say is quick, simple, and affordable, because we all know that we Americans are a have-it-now kind of society, so if it’s not quick, you are not going to drive demand because people will be off to their next endeavor or distraction. It does work by providing affordable rates, you will see there, from five years at 4.49 percent up to twelve years at 6.99 percent, which are very affordable rates, we think.

Please keep in mind, these are non-mortgage-secured rates. They can be secured by UCC-One but most banks prefer to just view these unsecured loans for energy efficiency and renewable energy.  
Slide 52:

How did we do this? We attracted private capital with $2.5 million of Department of Energy, state energy program funds, thanks very much to the DOE for that. We thank them for their support. It allows us to test financial innovation for not only renewable energy but more importantly for energy efficiency. Through that we’ve attracted $30 million from credit unions and community banks. The $2.5 million importantly and we think this is the innovation here and it operates as a second loss reserve.

Many programs throughout the country have a loan loss reserve concept, but when we approach the lenders, we said we want you lenders to recognize that you’re in business with making loans and it goes with making loans are maybe having a few losses. On a portfolio basis, to the extent that you have up to 1.5 percent of loss, which is kind of an average loss rate on consumer portfolios outside of the credit card realm, want you to take that on for yourself, but above that, and to the extent of the loss reserve that we’ll provide, which adds a 7.5 percent cushion, we will stand behind you – and that was enough to get the banks off the sidelines and into the pool and provide funds for deep retrofits.

That has actually worked very well. We’re up to seven capital providers covering I’d say about 60 percent of the market in Connecticut, and we’re well on our way to about ten providers that will cover well over 90 percent of the market.  
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Now, I’m going to move onto our dedicated solar loan product, which we’re running with our partner, Sungage, of Amherst, Massachusetts. You can find them at www.sungage.net – Sara Ross and Sylvain Mansier are the CEO and CFO, respectively.  We’re partnering with them. They won an award through our financial innovation program. It uses $300,000.00 of repurposed DOE state energy program funding. Again, showing how we’re putting that DOE money to work.
We’re really allowed Connecticut home owners with micro ranges of 680 and up to take advantage of the investment tax credit and own their own solar PV installation. What we noticed is that there are some loans out there that are not mortgage based, and but their interest rates can be 10 percent or even higher. We wanted to really test the market for a competitively priced 6.49 percent loan, and which would also allow the home owner to pay down the loan using their investment tax credit proceeds – and that’s called a tax credit recapture and re-amortization or a TCRR provision of the loan.

The homeowner can take out the loan, and as long as they use at least 80 percent of the ITC benefits of the solar PV system to reduce the principal balance of their loan, they can keep that 6.49 percent rate. However if they don’t reduce that loan balance, the rate does go up to 9.99 percent, because there is higher risk for the lender in that transaction. We think it’s really a good incentive for the borrower to apply the proceeds to the loan, and keep their payments low, and keep the risk down. In terms of bringing in private financing, we’re close to securing foundation capital and we’re also active in the crowd funding market, so we’re looking for doing that.  
Slide 54:

I’m not going to spend time on this because we want to leave some time for questions here, but you can look at this. These are some of the terms, which I’ve mostly gone over, and you can take a look at that offline.  
Slide 55:

The most recent innovation we’ve had is with our solar lease program. We started with the fact that the Clean Energy Fund, which is CEFIA’s predecessor, had a very successful PV-Lease program from 2008 to 2011. Dale Headman, who is our director of statutory and infrastructure programs, led that effort, and the program won a Clean Energy States Alliance State Leadership in Clean Energy Award last year for its effort.  

This time around, we decide we wanted to really attract private capital into the transaction in addition to a tax equity investor. Essentially, this is a lease fund. It requires a tax equity investor to monetize tax benefits that go with investing in solar PV. CEFIA put up $9.5 million of its own capital, but it was able to attract, as you see on this slide there in the first box, $50 million in private capital between tax equity as well as a syndicate of banks led by First Niagara – and that has never been achieved before, so we’re quite happy with that. Again, you will see that we took advantage of the Department of Energy state energy program funds to provide a $3.5 million dollar loan loss reserve to finance that.  

That’s going to allow us to do 11 megawatts of residential solar and, importantly, as was mentioned by both Natalie and Sara, the commercial side is a very big challenge.  So we got permission from the banks to be able to do commercial solar PV in three traunches, or three areas or risk. One is very low risk, municipalities; we can also do double A credit, so that importantly, with the CPACE program, we’re able to secure the lease payments with our CPACE program that CEFIA administers in the State of Connecticut. Sara, since you’re looking at doing that in Utah, we should probably have a conversation between us and Jessica Bailey, our leader of our CPACE program here in Connecticut, and probably give you some pointers there, as well as for any of you out there in the audience who are interested in doing that.

Slide 56:

This you can look at offline.  
Slide 57:

I also want to point out on the next slide, okay, that importantly not only is it doing solar PV, but if you see in the lower right hand corner the solar hot water collector. If you look closely, that’s an evacuated tube system, we’re actually using drain backs. 

Slide 58:

I want to also point out that this transaction aligned a number of stakeholders.  Importantly, in lower left hand corner, you also see Assurant, which is a specialty insurance company.
Slide 59:

On this slide, you will see that in the center section there, under the Assurant plan, there is a 20 year maintenance program, a six-year warranty period is provided by the installer, the remainder, the overall 20 year period is covered by Assurant to make sure that not only is from a property and liability insurance perspective, but also from a workmanship and manufacturer warranty perspective, everything is covered so that the homeowner can choose the installer that’s their choice and have a worry-free relationship for 20 years.  
Slide 60:

I’m going to leave this slide for you to review. We’ll leave that as a study exercise. You can see how the moving parts work into this transaction, and how we had to actually participate as part of the gray box in the center there, along with US Bank, as a co-equity investor in the solar lease company, but shows you all the different parts there. You can look at that at your leisure. 
Slide 61:

Here you can see how we set up our structure to incorporate the solar loans so that we can actually provide security off the senior lenders in a structure that enables them to get a security interest over the cash flows, so you can feel more comfortable putting funds towards PV.  
Slide 62:

I’m just going to spend a quick 30 seconds and discuss some lessons learned. Just where we really start every time is what’s the situation, what barriers are we trying to overcome? We don’t start with the structures. We start with issues, and how we try to attack those and knock down barriers to PV or energy efficiency. What we found is banks want to lend and there’s a lot of capital out there. However, on the third bullet point, good program design will attract the capital, and the fourth one is be patient, because real innovation is going to take time, and the fifth – the next one is don’t forget about your contractors, because training of them is essential. They are the front line bringing demand into these programs, which leads into the last point – which is finance is just one element of the successful program. I’m happy to take any questions with the rest of the group as our timer whittles down here. Thanks very much.  

[Speaker: Courtney Kendal]

Slide 63

Okay, thank you everybody. We’d like to thank our speakers today – Josh Huneycutt, Natalie Andrews, Sara Baldwin, and Bert Hunter for their time today. We will be posting the presentation slides, audio, and transcript within the next week on the SunShot website, and I will be sending an email as well with a link to the presentation files. Thank you for attending today’s webinar and goodbye. [End]
