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Community Development Finance Institutions:
Opportunities for Partnerships with Energy Efficiency Programs

Matthew Brown, Wanda Speight, John Berdes, Jeremy Hayes, John Hazlett, Joe Huntzinger, Becca Murphy

Matthew:
Afternoon and good morning to everybody.  This is Matthew Brown.   I'm delighted to welcome to you another webinar in the ongoing series of DOE Technical Assistance Program webinars addressing a variety of issues related to clean energy.  This webinar is a very interesting topic that many grantees are perhaps not as familiar with as might be—might be desirable and so we’re very excited to have several speakers on this webinar.  

The topic is Community Development Financial Institutions, which fortunately we can abbreviate to CDFIs, Opportunities for Partnerships with Energy Efficiency Programs.  Today we have speakers from the Opportunity Finance Network from Oregon and from Indianapolis that are going to relate to you first some of the—a broad introduction to CDFIs and then two separate program examples of programs that are funded, that have developed partnerships between the grantees and CDFIs up in the area.  So I think it will be very interesting.  

Before we get started, I’d like to just give you a little bit of background.  This webinar is part of the ongoing DOE Technical Assistance Program and the Technical Assistance Program is really designed to support grantees in using their funds to the best advantage possible.  There are multiple kinds of resources that are available through this type of webinar, through a blog, through Information on Best Practices, through facilitation of peer exchanges, and on a wide variety of topics.  

This one is focused obviously on the financing component of—and the financing examples for the Technical Assistance Program.  The blog is available, as you can see I've put up on the screen, you can see the blog web address and so there’s quite a lot of information and there’s an update on a quite regular basis by the technical assistance providers.  

There is the DOE Solutions Center and that’s the technical assistance center through which you can submit requests for further assistance.  And finally, I’d like to make you aware of several upcoming webinars.  One is on March 23 on developing low interest retrofit loan programs for the multi-family sector.  

There’s another one March 24 on energy savings performance contracting.  One on qualified energy conversation bonds on the 28th of March and on the 29th of March on the evaluation, measurement, and verification plans for residential retrofits.  So this is one of a series of these.  

What I'm going to do now is I'm going to move to the first of our speakers.  Wanda Speight from the Opportunity Finance Network is going to provide a brief presentation offering an overview of the Community to Develop Financial Institutions or CDFI world.  And Wanda, I'm going to just turn it right over to you and as we discussed before, just let me know when do you want me to change the slides and I will doing so.
Wanda:
Thank you very much, Matt.  Hello to all the participants on this webinar.  The—I represent the Opportunity Finance Network and the Network was asked by the Department of Energy to describe the CDFI industry.  A community—and you can turn to the next slide, Matt.  The community development financial institution industry is a private sector.  

We’re financial intermediaries, both nonprofit and for profit with community development as our primary mission.  A CDFI provides capital to low-income communities and individuals who cannot typically access the services offered by traditional financial institutions such as banks and credit unions.  Overall there are four types of CDFIs.  They can range from community development banks, community development loan funds, credit unions, and then also venture capital funds.  

My organization, Opportunity Finance Network, is a trade association or a network of 184 high-performing CDFI members, which again serve low and moderate—low-income and wealth individuals in communities.  They represent all 50 states.  They manage over $9 billion in capital.  We've been around for over 25 years and we've been a catalyst for change in the CDFI industry.  

We focus on four areas.  One, understanding and assessing CDFI performance.  Next, building a deep and broad public support for opportunity finance.  We convene petitioners and partners to share the knowledge about practice and strategy.  So what we’re doing today is part of our core mission and core value and then we really drive for strategic innovation.  Next—next slide please, Matt.  Matt?  
Matthew:
Yep.  You should—they should be up.

Wanda:
Next slide.  Okay, again, we—the industry’s leading source of market based solutions for economically-distressed communities and under-served people throughout the United States.  We are leaders in, again, mission-driven industry and over the past 30 years, we've grown to include revolving loan funds, venture funds, banks, credit unions, and we manage over $30 billion in total assets.  

An example of one of our organizations is Coastal Enterprise that’s based in Maine recovers, actually does lending throughout the New England region.  In Maine, more than 80% of the state is dependent upon fossil fuel for their homes.  And because, obviously, this is a finance—finite—excuse me—force resource, for over 30 years since their original founding, they’ve looked at ways to minimize their dependence on fossil fuels.  

Maine has always been at the forefront—excuse me—Coastal has always been at the forefront of financing technology, whether it’s wind, bio-mat, geothermal, solar, or tidal, to give alternative heating sources to the Maine population and work with businesses and organizations that are looking at renewable—alternative, renewable energy sources.  

CDI—the CDFI industry, as  I mentioned before, serves over 50 states and there's a growing number of native unions.  Additionally, CDFIs currently provide more than $5 billion in loans annually and investments in urban, rural, and native communities.  And again, the markets that we serve are typically the types of markets that lenders, banks, and traditional financial institutions do not serve.  

Next slide, please.  We are a diverse industry.  We focus on unique markets and in the communities where we operate.  Another example of a CDFI that’s operating in the Mid-Atlantic region is an organization called The Reinvestment Fund.  The Reinvestment Fund is committed to building clean and sustainable energy in the future for the region.  

They’ve collaborated with energy works funds and Pennsylvania Green Energy fund to form a sustainable development fund that allows businesses and individuals to tap resources to do retrofits and rehabs that will bring energy—overall energy costs down.  Overall if you look at the impact of CDFIs in the United States, the customers typically are 70% low income, 60% are minority, and 52% are female.  

I may not have indicated before but overall there are over 900 certified community development financial institutions and if you go to a link and it will be listed at the end of my slide presentation, CDFI.gov will list all the institutions.  Overall performance has been excellent when compared to more traditional financial institutions.  

In 2009, the most current information available for the full year, our net charge offs were just 1.78% versus FDIC-insured organizations where the charge offs were 2.49%.  Next slide please.  CDFIs have created over 35,000 jobs either created or maintained by small businesses or micro-enterprise opportunities.  

The industry, overall, has contributed to over 60,000 affordable housing units, either new construction or renovated units.  We’re responsible for over 16,000 mortgages to first time and other homebuyers, and we've provided over $20 billion in direct financing opportunity and that does not include the amount of dollars that our money has leveraged.  

Next slide.  As I indicated before, if you were looking for a list of all CDFIs, if you go to the CDFI funds.gov website, it will list all, over 900, certified community development financial institutions.  I would urge you to look at the opportunityfinance.net website.  We list our members.


And because we’re performance oriented, what you will find are CDFIs that have been in business for over three years, whose primary mission is to provide financing.  And additionally, because we’re performance based, you're looking at organizations who traditionally show a surplus over revenue—over expenses rather and are very creative in terms of accessing various capital sources, both private and public sector and are willing to innovate in terms of the types of products that they're willing to offer the customers, both commercial and individuals.  

On that note, I think it would be a good opportunity for us to listen to the two examples we have of CDFIs who partnered with Department of Energy grantees.  So I’ll turn the presentation over to John to tell us about what’s going on in Oregon.
Matthew:
Thank you, Wanda, very much for that presentation.  I’d like to point out to the folks on the call that the—you have available to you the ability to ask questions through a text-based system so each—you should see, there’s a GoToWeb on our pane.  There is a questions tab.  If you have a question, simply type it in.  

What we’re going to do, and I should have mentioned this before, what we’re going to do is we will hold questions till the end of the full discussion.  So I’d like to introduce John Berdes, who is with Enterprise Cascadia in Oregon, and John is going to talk about the experience with Enterprise Cascadia a Portland and Oregon-wide program.  So, John?
John:
Thanks, Matt.  I'm going to yield the floor here to our partner, Jeremy Hays of Green For All and chair of the Clean Energy Works Oregon to provide some introduction comments if that’s okay.

Matthew:
Yeah, please do.

Jeremy:
Great.  This is Jeremy Hays.  Can you hear me okay?

Matthew:
Yes.  
John:
You're great.  
Matthew:
You're good here.

Jeremy:
Looks like we got the technology worked out.  I appreciate it.  This is Jeremy Hays.  I'm Director of Special Projects at Green For All and, as John mentioned, a privileged, honored to be the Chair of the Board of Directors of Clean Energy Works Oregon which is the Better Buildings Grant recipient.  

We’ve got a $20 million grant from the Department of Energy in Oregon to create $120 million of activity in mostly the single-family home retrofit market in the state over the next two and a half years.  We’re shooting to retrofit 6,000 homes and create upwards of 1000 jobs in the process.  

I want to start out talking about this relationship with Enterprise Cascadia which is our primary financial lending partner in the statewide effort and in the Better Buildings grant, but that relationship started before this grant process was even announced actually.  So I'm going to go back in time a little bit and talk about the genesis of the—of the program and this partnership.

The City of Portland, Oregon, decided in 2009 to use some of the Energy Efficiency and Conservation Block grant money that came through its formula allocation, so not this competitive grant that created the Better Buildings Program but the money that many cities and counties above a certain size around the country got through the Recovery Act.  

The City of Portland decided to use that money to start a single family home retrofit program and the design of that program, the pilot program, was to create a revolving loan fund, to capitalize that fund with enough money to provide loans to 500 homeowners throughout the City of Portland, and then to create a poll of contractors and a set of standards and protocols set for audits and installations and other things to get that work done.

And as the City of Portland and its partners, Green For All and many others, were thinking about designing that program and how to put it together, it was clear that we needed somebody to partner with us to help create this revolving loan fund and to think about how to attract additional capital and how to provide financial services to homeowners.

And Enterprise Cascadia was the obvious partner in that for a number of reasons.  They were—they were triple bottom line which was the goals that our program had from the beginning.  We wanted to do something—do right by the environment.  We wanted to do right by the business community and grow economic development and we wanted to create outcomes for vulnerable people and people that had been left behind.  And these are all values the Enterprise Cascadia shared.  

We’re also concerned about, as we knew this 500 home pilot was going to create was just the beginning of our effort in the City of Portland and the State of Oregon to create a large market for home retrofits, we wanted to make sure that from the very beginning we were thinking about how to create the largest market possible, how to extend the opportunity to invest in energy efficiency to every homeowner that—for whom that investment made sense.  

So we really focused on building a large and inclusive market and recognized that if we were to create financial products or system that sort of creamed off the top half of the market we would just get half of the job creation, half of the energy savings, half of the carbon emissions reductions we were shooting for.  So for those reasons and others, we got into the partnership with Enterprise Cascadia.


And I'm just going to turn it over to John now to talk about the specifics of that partnership and how it’s worked, but I just want emphasize that it really started from a place of shared values and a great synergy of capacities and it’s—we’re done with our 500 homes now in the pilot program and we've just launched to the public yesterday actually for Clean Energy Works Oregon and the partnership is strong and results from the pilot has been fantastic as we’re looking for a continued strong partnership moving forward.  John, I’ll turn it over to you now.  Thanks.
John:
Thank you, Jeremy, and I want to thank the Department for making this work possible.  It was a key moment in the generation of this effort that Jeremy is described as far-reaching.  Actually this presentation really just focuses on one moving part of many and that’s the financing role that a CDFI is playing.  

Before I get onto the first slide, I just want to reiterate that this approach is about the triple bottom line.  It is about climate change, but it’s also about economic opportunity in the forms of jobs and increasing finance and it’s also about building an energy efficiency industry that embraces, includes women and people of color at the front end of an industry-building effort instead of trying to shoehorn equity in after a full industry is developed.  It’s a pull-the-strings approach that goes well beyond climate change.

Slide.  The product we’re talking about is the consumer loan, $5-12,000.  It prioritizes the greatest CO2 impact, built to scale through the use of technology and standardization, but also to inclusive and that means approving responsible credit for as many households as possible or underwriting utility payment history more than Visa payment history.  

We have reserves at a level that anticipate credit losses as we balance in the underwriting and approval process, climate risk with credit risk.  And finally it changes the traditional earning model for CDFIs that have relied on interest earnings in their portfolio for the loans they make and shifts it to transactional earnings and I’ll get to why that’s important down the road here.  

Slide.  Output standards, it’s called production.  Jeremy referenced pilot by year end of last year.  That pilot had produced 367 homes with about $5 million outstanding.  Will you advance the slide please, Matthew?  Thanks.  

And in 2011, we’re scaling it up.  After building the system, testing it, tweaking it, we’re turning the machine on.  In 2011, we want 1,500 outputs valued at about $20 million and to more than double the number of participating firms.  Again, we’re building a demand-based industry here.

Slide.  You might ask why we’re doing this.  And the simple answer is if not now, when?  What we call the emerging carbon economy and also deliver economic opportunities, not just metric tons of CO2 reduction.  Once you build an inclusive and opportunity-based industry, then policy options like point of sale, minimum performance requirements link efficiency to market value and unleash huge demand.  

The greatest challenge in moving the CO2 needle is scale.  Our belief as a regional CDFI serving Oregon and Washington, that we can move, not only a CO2 needle, but an economic opportunity needle by delivering a standardized product with standardized delivery system and embedded triple bottom line results well beyond Oregon.

In the CDFI world, outputs that don’t have outcome aren’t worth getting up in the morning for.  We do what we do.  Demands change.  The outcomes through the end of last year, speak to the values that Jeremy identified.  Sixty-five percent of the loan dollars out the door are being converted to jobs, paying on average $25 an hour, most of them with health benefits.  And the product itself is disproportionately reaching consumers who are credit challenged.  

Worth noting that this loan produces cash flow.  It reduces energy expense.  So the definition of responsible credit can be expanded so that savings go to amortization.  Our goal of net zero impact is not being achieved.  We’re a moderate climate set with subsidized energy.  

We believe other parts of the nation that are less temperate and with folks paying more for energy can impact its credit approvals in which savings equals principal and interest on the capital improvement.  And I’ll concede that we’re taking on a good deal of risk by subordinating our interest, including going well over one-to-one loan to values and yes, 360 metric tons of CO2, an important outcome but not the only one.  

Slide.  Point of the next slide is about standardizing an incredibly fragmented space that would not scale until an easy to use, predictable, and approachable system is available.  That’s exactly what we’re trying to build with Clean Energy Works Oregon and Green For All.  

There are tax credits over in one corner.  They have tariff based tools and subsidies over in another corner.  There’s categorical, federal subsidies like WAP and LIHEAP over in another corner.  There is not a system that aggregates all these different resources into something that can scale, but something that looks a lot like buying a car.  It gets better mileage.  That’s our analogy for where we think energy efficiency needs to go in this residential space.  

Next slide please.  What we’re also doing as a CDFI that provides business finance.  There’s a lining of other products that are designed to increase the number of participating firms and increase the capacity of existing firms, with particular attention to the historically excluded to build existing delivery capacity.  

We’re making working capital advances to participating contractors.  We’re accelerating their work, their capacity to delivery efficiency, and to grow their companies.  And another product for growing the industry as demand increases in facilitating the entry of historically excluded startup and expanding businesses to turn that and what we call capital plus, technical assistance and support necessary to maximize the chance of business success.  

Next slide.  The Better Buildings resource is providing $4 million dollars of loan capital.  Enterprise and its partners like Living Cities, like Arthur in the next ward, JPMorgan Chase, to name a few, are providing $16 million.  We have $20 million to make loans and we’re going to fill a warehouse with a bunch of loans and unless we have a way to replenish or liquefy those loans, this will end up just being another well intentioned demonstration project.  

So while we’re doing the primary lending, we’re also working with Clean Energy Works Oregon and others to build the secondary market that will buy these loans for $20 million, empty the warehouse, and provide fresh liquidity to do it again and then again and then again.  

But unless this secondary market is aligned with our three bottom line, we’re not going to be able to scale production to three bottom line and an inclusive industry.  So the real challenge—you know secondary markets are the tail that wags the dog.  

Unless we have a source of capital that values CO2 but also values inclusion, markets that develop not just confine us to carry the best CO2.  So we’ve taken on the task of working with foundations, Wall Street, and sources of credit enhancement to create a tool that delivers the liquidity we need to scale into the region as I said earlier.  With that, I’ll conclude.

Matthew:
Well, Thank you very much, John.  We are going to move right on to the next presentation providing an example from Indianapolis.  This is similar in the sense that it is also focusing on residential markets but in this case focusing on lower income markets.  We have three people who are going to be sharing the podium: John Hazlett, Becca Murphy, and Joe Huntzinger.  And I’ll kinda just let you guys take it away.
John:
Great.  Can you hear me, Matthew?  
Matthew:
Yep.

John:
Excellent.  Hi, everyone.  Thanks for joining us.  My name is John Hazlett and I am the project manager for the City’s Office of Sustainability for our Better Buildings grant and I'm going to speaking today a little bit about out grant as a whole.  I'm then going to turn it over to Joe Huntzinger is going to speak to INHP’s mission and our portfolio of programs as an organization And then finally we’ll hear from Becca Murphy who is the project manager for the loan program we’re partnering with INHP on.


Next slide, please.  So a little bit about the organization I work for, City’s Office of Sustainability.  We are the prime recipient under the Department of Energy Better Buildings grant and we were created in the fall of 2008.  We are an office within the Public Works Department for the City of Indianapolis.  

We have a staff of seven and our main goal, the reason the mayor formed us, is to implement SustainIndy which is his vision of—Mayor Greg Ballard’s—vision of making Indianapolis one of the most sustainable cities in the Midwest.  

And just to try and accomplish that, we are working on sustainability efforts within state departments in terms of our operations but we know that we cannot accomplish this goal of making Indianapolis kind of a beacon of sustainability without the help of partnerships with the private sector and that’s exactly—and partnerships with nonprofits, and that’s exactly what we’re doing with INHP.  

So you can—I encourage you to go to our website, SustainIndy.org, to learn a little bit more about the Office of Sustainability and really what main things that we’re doing.  As an office, we have a pretty small, professional services budget but we have been able to secure $18.5 million of federal grant funds; both through the Department of Energy and also through the EPA.  Better Buildings funds are part of that $18.5 million that we have received.

Next slide please.  So little bit about Better Buildings.  This is part of the 2009 Recovery Act and overall there were—there’s $482 million on the street through Better Buildings with 34 grant recipients total.  We are one of those 34 recipients and we were awarded $10 million through Better Buildings.  

With that money we are doing a sweeps grant program in a very targeted area of Indianapolis, the Near Eastside, and we are also using that money for the loan program which you will hear about with INHP today.  

So to touch real briefly on the sweeps grant program before we turn to the loan program, we are working in an area of the city called the Near Eastside that’s just adjacent to downtown.  It’s the geographic area that contains 20 different neighborhoods and within that Near Eastside bounded geographic area, through our sweeps grant program, we are going to be retrofitted 800 homes, 200 businesses, and 20 nonprofits.  

So these are grants that the recipients do not have to pay back.  They are pretty small dollar amounts per unit; as you can see here, $1500 per home and $2000 per business/nonprofit to accomplish several of the measures that are listed on this slide.  

The folks that apply for and get the grant, the sweeps grant, in the Near Eastside are also potential candidates for the loan program which INHP is administering for us.  So that’s a little bit about the Better Buildings—our Better Buildings grant as a whole.  I'm going to turn it over to Joe Huntzinger with INHP to talk a bit about their mission as an organization and what they do.  

Next slide please.  Oh I'm—sorry I passed the baton one slide early there.  Before Joe gets into the INHP piece, I just want to touch on a few key points, takeaways as we negotiated this loan program partnership with INHP, just things that the city learned approaching them as an organization and finally coming to a program agreement with them.  

The first thing to point out is just their track record and history working with the city.  They have demonstrated success through the various programs that they have been implementing since 1988.  They have worked on programs with the city, specifically HUD programs.  This is a new relationship for us, DPW and INHP, but we were definitely comfortable in the fact that they had performed well in their other programs and partnership with the city.

The next thing to point out, just acknowledging and working through issues early in the negotiations process.  This is really  several months worth of discussion between the city and INHP and it was very helpful to identify key issues that need to be worked out but then also what were the so called deal killers for getting this loan program going.  And I guess we were, as a city, were just trying to listen as much as possible to INHP and identify those issues and get those out on the table.  

The next point, just realizing that everything comes back to the CDFIs mission and just making, from the city’s perspective, making sure that we’re not asking them to do something that doesn’t fit within their mission as an organization.  We had to learn a bit about what were their necessary board approvals for approving a program like this and then learning kind of what relationships they already had with lenders and trying to respect those as we put together a program.  

Then the last point I had was just to value the institutional knowledge of the organization you're working with.  INHP has a lot of history  of working in the areas where we’re going to be lending.  They were able to do some demand analysis to kind of figure out what the demand was going to be for this program and we just had to respect that and listen to them because they are aware of what’s going to work and what’s not going to work.  

So those were some of the takeaways from the city’s perspective and our just beginning this relationship with INHP, and now I will officially pass the baton over to Joe Huntzinger.  Next slide please.
Joe:
Hello, this is Joe Huntzinger and I wanted share a little bit about INHP with you.  We've been around for about 22 years.  We’re housing, not-for-profit.  We are not governmental whatsoever.  We’re a 501(c)(3) support organization.  We specifically were created to support some of the needs of the City of Indianapolis as well as the United Way of Central Indiana.   

We are a CDFI as OFN has mentioned earlier and specifically the category that we fall under as a CDFI is a loan fund.  Our focus is really on afford—is really on housing and really developing affordable housing.  

You can see the mission that we have there is to increase safe, decent, affordable housing opportunities that foster healthy, viable neighborhoods and we really focus all of our services around that particular mission, and we really break our mission into two main areas.  

As you can see is what we've listed there, people and place.  We really view that the services that are helping people are really focused on what we would refer to as creating affordable housing opportunities.  

And we believe that one reason the Better Buildings program really matched up well with that people-based mission is because we believe that energy costs are a key component of affordable housing.  

And when you have inefficient furnaces or in our climate we have sometimes severe winters that can really increase your cost of energy and we have older housing stock in a lot of the areas that we work in so anyway that we can make those more efficient are going to increase the affordable opportunities for the families that we serve.  

And then really our place-based mission is really a form of what we would really say that is community development.  So that would be comprehensive community development projects, commercial development, other types of things that are really looking at neighborhood issues in a holistic manner.  

Next slide please.  The services that—the programs that INHP offers here.  This is really a focus more on the people-based services because I think that’s what the Better Buildings falls under.  So most people that come to INHP, come—that we serve, really come to us for one or two purposes.  

It’s usually because they want to purchase a home, either have a—believe that they have a perceived barrier or don’t know how to get started or just want to get someone that they can trust to get them on the right track and to educate them.  And then people also come to us because they are familiar with us helping them fix up homes and that’s another big area of focus.  

So the way that we do that is we really we have a pre-purchased counseling pipeline of usually about 500 customers at any time that we’re really helping to improve their credit scores, help teach them budgeting skills, and then as well as get them on track to being educated on the whole home buying process.  

We do that through educational workshops as well as working up to—working with the family for up to two years to get them on track.  The average family is in our program probably about ten months.  

And then we do have loan pools that we offer and that’s how we make financing available to many families.  That’s—we really use our loan pools really for our first mortgage programs, and our first mortgage programs always offer rehab component that really helps bring houses up to code, and that’s something that’s hard to find for first time homebuyer money in most markets and with older housing stock.  We think that’s extremely vital.

And then we have many programs that offer home improvement for emergency repairs and accessibility issues.  And the key here is—and why we thought Better Buildings would match up well with us is—we have a rehab department.  We have staff that actually—

We require any house that we would work on to be inspected by a third party home inspector that’s certified and any major components of that home would have to be brought up to a standard and to city code.  And as a result of that, we’re used to running a lot of rehab and working with contractors and having that work inspected and making sure that it’s done in a quality workman like manner.  

So we think that a lot of Better Buildings is very similar to that work with some nuances we’re ready to learn and really grow our understanding in because of importance of energy costs—reducing energy costs and carbon dioxide output.  

And then, lastly, as John had mentioned earlier, we have a history of offering down payment assistance programs and those are usually with—in the form of community development block grants, home funds, neighborhood stabilization programs, as well as The American Dream down payment initiative.  So we have a long history with the city of running a program without any compliance issues and that history, I think, has increased the confidence that the city has in working with us.  

If you could move to the next slide, I wanted to share with you who we traditionally make mortgages to and what really makes our program unique compared to other Better Buildings programs that we’re familiar with around the country.  So you can see last year, INHP from an income standpoint, over 94% of the families we helped last year get a loan were below 80% of the area median income.  

And as well we really try to target those—the population in our communities that we believe are most underserved.  And in our community our home ownership rate among African-Americans is about 40% less than it is among Caucasians and that’s a major area of focus for us.  And you can see that we’ve been very successful on targeting that population with 82% of our clients last year being African-American.  

And additionally, we find another area that is much lower representation on home ownership in our community has historically been female head of household and that’s a major focus for us and you can see 74% of the families we helped last year were female head of household.

Next slide.  This really shows you where we concentrate our efforts in the shaded area or—I don't know if that’s tan or yellow or whatever color that is—what we do is we do research every couple of years.  

And we love it when new census data come out and we just recently got new census data, so we’re updating our map.  But we look at—we conduct research and we identify where low mod sets—low to moderate census tracks are, where minority populations are, what exactly is happening with the home mortgage disclosure act and who’s being denied for loans  and what are they being denied for.  

And we looked also at the CDFI hot zones and where areas of emerging blight are to identify what we want to make as our target area for our best loan products and services that we offer.  And as John mentioned earlier, the sweeps that are being done on the Near Eastside, that’s going to be one area of focus for us.  That is contained with our shaded area on this particular map.


Next slide.  I wanted to let you see what—area median income in different areas of the country vary greatly.  We tier it by family size and as you can see from the earlier side, we said that 80% of our—or 94% of our customers last year were below 80% of area median income and that kind of gives you an idea by family size of what that household income could be.  

And on the Better Buildings program, we can serve families up to 120% of AMI and that—this is just more of a reference to kind of put that in perspective.  You guys can compare that to your geographic areas, whether your chart looks like ours or is a little higher or a little lower.  

Moving to the next slide, an area that we are—we take a little different philosophy than some organizations.  We believe that it takes public, private, and philanthropic partnerships to really make a difference in a community.  We can’t get things done if we don’t have private capital that’s being invested in neighborhoods.  

The city and the federal government bring funds to areas and have certain goals that they are trying to work with.  As well as many not-for-profits are very mission driven and have things.  In on our board, we have that representation on the board.  So we bring those decision makers together and have productive conversations to try to find the things that are going to provide maximum benefit within our community.  

And on our bank—on our board, we are made up of funders which are mainly banks and insurance companies, and we have three bank presidents on our board currently.  The mayor appoints five seats on our board and United Way of Central Indiana appoints certain seats.  

We also have strong relationships with the city government as well as with the State Housing Authority who we work with on multiple programs.  And we have a lot of representation of business leaders and lenders that are familiar with INHP and very supportive of the efforts that we have.  

And it’s really those relationships that we have that allow us to complete the mission that we have as well as help support them complete their mission and the goals that they have.  And over the last ten years, we’ve been able to assist more than 1,200—12,000 households complete our program and invested more than $200 million into our community here in Indianapolis.  

I wanted—I know that right now​—if we can move the next slide.  I wanted—I thought this was an area we wanted to focus on because I think one of the toughest things right now is raising capital and I wanted to kind of talk about how we've historically raised capital for our traditional programs and then I’ll go into talking about how we’ve raised capital specifically for what we call the Eco-House Project which DOE calls the Better Buildings program.  

So what we've done, we’ve had a history of structuring loan pools and our loan pools, what do is we work with who—the lenders that were in our previous pool that had the four largest investments and historically in a loan pool, we usually have between—I think at a minimum 10 participants up to 15 pool participants in a pool.  

And by being the largest investors in the pool, we take the top four and that gives you the privilege of negotiating the terms of the new loan pool that we will roll out.  And the loan poll that we roll out is a loan that INHP is the borrower on, in that we will make individual loans on the program that we discussed earlier out of.  

And we closed the pool with those four lead lenders that have negotiated the terms and once that’s closed, we go out and we market those terms to other lenders in our community and give them the option to be added into the pool and we usually have considerable interest in this.  

I think one thing I want to mention here is that the information I was giving to you on the geographic areas that we serve as well as the demographic of the customer that we serve, this—the loans that we make are Community Reinvestment Act rich loans, and because of that, federally charted banks fall under the Community Reinvestment Act and have a very—have a larger interest in making the Community Reinvestment Act investments in the community.  

And they have found that our loan pool has been an attractive investment.  So that is a motivator.  I'm not going to say it’s the sole motivator but I wouldn’t say it’s a small motivator.  It is an important motivator.  

We can move to the next slide.  Some of the key terms of the—of our historic loan pools are that, as I mentioned earlier, we—basically the loan of the pool is made to INHP.  We are the borrower and then we make individual loans to families and we collateralize—the pool is backed up by those particular mortgages.  

But ultimately is not that the family is on the line to the bank, it’s INHP who is on the line to the bank and one way that we help increase confidence, and we do this with philanthropic dollars or retained earnings that we’ve earned over time, is that we, for each loan that we make, we would pull 90% of the money from the loan pool and we would put 10% of our money into each deal.  

And we also have a 180 day buyback rate.  So any loan that would go into default, we would be responsible of buying that loan back.  And this is what I think is most important and this is a very difficult thing to get but this is something that we’ve had a history of doing since our original pool and this is something that makes this pool.  

When you're lending long term money, you need to have a long term hedge and it is very hard to get from a financial institution long term money.  But because of our history with the banks, we've been able to—we’ve consistently had this and we borrow money from the banks on these pools on a 30-year term and we’re backing them with 30-year mortgages.  

What that means is that we have a perfect hedge.  And we’ve seen other institutions get into trouble where they were lending money to—nonprofits were lending money to individuals with 30-year money for a mortgage but then they had credit lines that were 10-year credit lines and then those things came do and they just didn’t match up.  They didn’t have a hedge against it and it put them out of business.  

We’re fortunate that we have that and I can’t express how important that is when you consider any kind of pool.  And then we draw from the pool quarterly and at that time is when the interest rate is set on that particular draw.  So we have a little bit of interest rate risk between when we make the loan and when we actually draw it but we do have a spread from what our borrowing rate actually is to what we actually lend out and that usually covers that and then some.

We can move to the next slide.  And I think that because of—what’s key is with these pools that we've negotiated that we have a proven track record with the financial community and that—in 20 years you can see that we had pools totally nearly $120 million.  But more importantly is that no lender has ever lost a dollar on any pool investment that they’ve made with INHP.  

And we look at this as an investment and they do get a return on their investment.  And on these particular pools, we’ve paid off the first five pools.  And the key on this is that, as I mentioned before, we have 30-year money we’re borrowing but since we’ve been paying these pools back early—because I go into the secondary market and I market these and sell these pools.  

I've sold them in national sales as well as localized whole loan sales.  And more of that comes from CRA interest on even buying loans, whole loans, has been motivated in that way.  But they—we’re borrowing money from them on long term but then they're usually getting paid back in three to five, maybe seven years on the longest of any pool that we've ever had.  

But just in case we would not be able to sell, we have a hedge that would not put us in a difficult financial situation.  And because we’ve been able to pay off those previous pools, when we went to the financial institutions to start talking about raising a pool for our Eco-House project, they were much more willing to talk to us.

So let’s move to the next slide and we can kind of talk about that particular pool.  On the Eco-House loan pool that we did, it’s a little different than our traditional loan pool so as I—the pools that we have historically done, they are made up of first mortgage loans.  And they are—first mortgage loans are much less risky than subordinate liens or second mortgage loans or unsecured loans.  

And the Eco-House project, we really see this helping existing homeowners is who we’re matching this up with, so everything is most likely going to be a subordinate lien or an unsecured loan and we have both options in our particular program.  So that changes the risk profile that financial institutions are going to look at.  They're going to look at it as a higher risk than our current—the regular pools that we've had with them.

Now one advantage, these pools are shorter term pools because we were setting our terms at our loan, on the part A piece, on the side of the secured loans, we were going to go up to 10-year terms on that and on the unsecured we’re going to do 4-year terms; and we worked with them to match the money that we would borrow at shorter term rates and we’ve based those off a 3-year treasury and 10-year treasuries plus an add-on to that.  

We’ll be lending above those rates so we’ll have a positive spread on that but we think those are very attractive terms that will allow us to offer very attractive rates to borrowers.  But one key when we went to raise this money, we—because of the subordinate lien risk, we made sure that we profiled that what our credit criteria would be, we matched it the same as what our credit criteria from credit scores and certain underwriting standards of our current first mortgage programs.

So it made some of the underwriters a little bit more comfortable at the financial institutions because they already understand what our performance is on those first mortgages with those credit standards, but they did assign a little higher risk because of subordinate liens.  

Now a part of how we were able to get them comfortable and—because subordinate liens right now are—you aren’t going to be able to sell subordinate liens into the secondary mortgage markets right now.  I mean even in a good market, they're tough to sell.  Most banks portfolio this stuff.  

So this is going to be very difficult product to ever sell so it’s going to probably be on our books for the life of the—the performance of these loans.  We do not expect to sell these into the secondary mortgage markets.  

And we’re backing up the loans that we’ll be making with a loan loss reserve that was part of what we negotiated with the city and the Department of Energy.  And that loan loss reserve really made the banks so much more comfortable on helping us to secure a loan pool and being successful on raising that money rather quickly.  

And I think without that loan loss reserve—and if you think of this loan loss reserve as considerably higher—this is a very high loan loss reserve.  On our first mortgage program it’s about a 10% loan loss reserve because we have a 10% participation.  Here you're looking at 50% loan loss reserve that’s being put up and that’s coming from our agreement with the city.

And I'm going to turn things over to Becca Murphy, who is heading up the Eco-House project and we can go to the next slide and she can kinda share information on that, the specific aspects of the Eco-House program with you.  
Becca:
Thank you, Joe.  With our Eco-House project loan, we will be providing the low market rate loans, and Joe’s talked about the pool.  These will be fixed rate, fully amortizing loans, either secured or unsecured.  

When you look at the private market and the options that a customer would have, first comes to mind they could put it on a credit card.  Obviously those rates are 13%, 22%, 29%, very high.  And the rates we will be looking at will be more in the mid single digits.  

Or even if they were able to obtain a home equity loan, the rate would be undoubtedly lower than that.  With this particular customer base that we’re targeting, I think even the home equity loan may be a stretch for them based on the loan-to-value criteria and the FICO score criteria.  And I think that’s one of the important things about the Eco-House project loan is we’re targeting a market kind of in the middle there.  

We have some good weatherization programs here in Indianapolis that meet a lot of needs for low income people that are above this 80% to 120% can go and get a loan probably at a bank.  So this I think serves a really great need to bring these energy upgrades to a customer that might not be able to access financing tools or afford them so.  

One of the important things I think we’ll be doing for this customer, in addition providing a good loan product, is to be aware of and bring to the table available resources.  One of those is good project management to have the licensed contractors, vetted, bonded contractors—the energy audit through a nationally licensed company and that is consistent with what INHP does in any of its programs when we bring contractors and vendors to the table.  

Bringing together other financial resources.  John talked about the city’s sweep program on the Near Eastside.  That would be a piece that we, if they were not already using it, would bring to them if they were in one of those Near Eastside neighborhoods.  We would bring that to their attention and build that into the project with them.  Our local utilities have some weatherization grants.  

So being aware of those different pieces and bringing those to the table for that customer I think is key.  And also INHP, Joe talked about and eluded to additional programs, if they need additional work that will not be covered by what the Better Buildings standards are, for example, if they had accessibility issues with a disability, we have a program that could help them do that.  

Emergency repair so if the auditor identified safety issues while they were there: lead based paints or a leaking roof, mold, mildew; we might be able to help them with additional programs that INHP offers.  

One of the key things with this, in the planning of this, was to try to figure out ways we could remove barriers.  So affordability or other issues with the home.  And one of those ways is fees that are related to the program: the energy audit, inspection of the work, credit report fees; the program will cover those for the customer.  So trying to get it to an affordable payment that’s close to possible as their energy savings and then removing as many barriers as possible.

Next screen.  Just some basic terms on the loan program and these are very basic.  There are, as Joe mentioned, a secured piece and an unsecured and this is kinda how that breaks out on loan amount and other features on the program.  The secured goes up to $15,000.  The unsecured goes up to $4,000.  And you can see the terms there.

 On the unsecured is a shorter term to mitigate some of that risk.  Lien position, we are just going to be secondary.  We don’t have to be in second position.  We anticipate some people, older citizens especially, may not have a first mortgage at all, so lien position is not a crucial factor for us.

Credit scores, we tried to get low but again, as Joe mentioned, this is kind of our standard FICO score in our programs so.  Loan rate, we will be using on the secured, the 10-year treasury and then, as Joe mentioned, we will have a spread on that.  On the unsecured, 3-year treasury.


Just by way of what kinds of loans we’ll be doing, we’ve looked at our loan pool and it’s a $6 million pool; and we've kind of thought through the logistics of that and we are anticipating the average loan to be about $6,000 and that will have us doing 1000 loans.  Easy math.  So we’re looking at doing about 38 loans a month over the next two plus years.  So we’re gearing up in April on this and we’ll be needing to do about 38-40 loans a month.

Matthew:
First application.
Becca:
We took our first application yesterday so we’re off and running.  With that said, obviously doing outreach, being out in the community is going to be key.  So we are going to be at different neighborhood association meetings, doing presentations in neighborhood centers.  

We have great marketing in place already that’s already geared up in February, radio, TV, magazine.  So a lot of outreach folks on foot and media.  And the only other basic lending term that is not on here is total debt ratio and that’s 45 is kinda what we’re looking at as a standard or a guideline on our total debt-to-income ratio.  And with that, I will turn it back over to the call leader.

Matthew:
Well, Thank you very much everybody.  We can now open up for questions.  A number of participants on the call have put questions up on the site and my computer just did something odd.  Okay, I think I'm—I think I'm  back.  Both things are up.  Apologies.  Okay, sorry.  So we have a number of questions.  

First one is actually for Wanda and is that there seem to be a few different CDFI umbrella organizations in addition to Opportunity Finance Network.  What is the relationship between your organization and the CDFI Coalition?  And I guess maybe I’ll add to that.  Maybe, Wanda, you could explain a little bit more broadly who some of the other—what some of the other organizations might be of CDFIs?
Wanda:
Sure.  You know we all fill a slightly different niche.  If you look OFN, we really focus on the policy.  We put—we focus on performance.  We look for organizations that do some lending in addition to some other things.  The Coalition is very active in their advocacy with the CDFI Fund.  And quite frankly, we work very closely with all the other umbrella organizations.  

We don’t—there’s a lot of ground to cover because if you look at the CDFI industry relative to traditional financial service industry, quite frankly we still are a very small percentage of the actual financing that’s needed in the low and moderate income communities.  So, again, the Coalition does a lot of advocacy work related—directly related—to the CDFI fund.  

They're other organizations that are more community, say housing based or micro-enterprise based or there’s a community development central venture fund network.  So can they—we all kind of serve a slightly different niche but we try to work together as often as possible.

Matthew:
Thank you, Wanda.  The next question is—the question is from Ken Hughes.  It says, “How does the Portland program compare to the proposed PACE approach?”  So I think I'm going to—I'm gonna turn that over to John and to Jeremy.  

And my interpretation here is, how would the Portland program, as you’ve structured it, compare to residential PACE, which of course is very much on hold because of a number of federal level concerns.  But maybe you can compare the program that you offer, the loan that you offer, to a PACE assessment?
Jeremy:
I’ll take a first crack at that and then let John give the technical piece.  This is Jeremy at Green For All.  The Portland program is paid back on utility bill.  So we use the utility bill as a repayment platform and we have relationships with the three best run utilities that serve the region.  

And I should note that having a partnership with Enterprise Cascadia going in, made it  a lot easier to partner with them and to manage the financial flows back and forth between the institutions.  So that’s different.  PACE is designed to be captured on the property task assessment.  

The most important thing however is that we don’t have a senior lien position in these loans.  I’ll let John talk a little bit more about the sort of to what extent the loans are secured at all, but that's a main sticking point and that’s what’s held up Residential PACE and we’ve never—we’ve never sought a senior lien position to my knowledge.  John, is that—John Berdes, is my thought right there?
John:
You have that exactly right.  These are subordinate loans behind first, and sometimes home equity lines.  They are sometimes in excess of appraised, or rather assessed, values.  We are taking considerable risk and pretty significant reserves associated with the product.  And there's a primary reason that they're collateralized is for liquidity management.  

We’re not going to—it’s extremely unlikely with a $10,000 loan that we would enforce, through a second and first addition, do believe that the secured position will get us ultimate recovery in the event of a default, none of which there are to date and we don’t think there will be many.  But it also gets us repaid before the 20 year maturity at a point of sale.  So the function is you get to the closing table because you have some recorded interest.  
Matthew:
If I could just ask a follow-up question?  There are a couple of other components of your program that might be worth touching on.  One is the, of course with PACE the idea was that there would be a transfer of payment obligation.  When one resident of a property vacates that property, the new resident takes on the payment obligation.  

And I know that there’s a—I believe that there’s a mechanism for that to take place but it’s—there’s a significant price or cost to that.  And secondly, if you could just brief talk about the relationship with the utilities and disconnection of utility service as it relates to your program.
Jeremy:
Sure.  This is not a utility tariff program.  If someone does not make their payments on their utility bill, the utility will not move against the customer to shut off service.  This is not a product that rides with the meter, so that next owner has a compunction to pay the bill.  PACE what a wonderful solution to term but it did supersede financial institutions, banks, interests and as Matt reported, it’s future is in doubt.  So we’re just prioritizing in a risk management environment the need to give capital to consumers to get efficient to produce the outcomes we seek.
Matthew:
Okay, thank you.  I want to know next question.  Oh, yeah, please, Jeremy.

Jeremy:
Oh, I'm sorry.  I just wanted to say I got my own home retrofitted in this program as part of a pilot and my heating bills or my energy usage over the heating season this past season were more than 50% lower than it had been the past two seasons.  So really remarkable improvements there and we just refinanced our house and just went about the business of resubordinating the loan to a new lender on the re-fi and that was a very seamless process.  

So there's a—just I wanted to speak from a consumer point of view that there—the process of having this loan on our utility bill and through Enterprise Cascadia has been a very sort of easy and seamless type of thing and that’s exactly what we as program were looking for and we’re able to create together in partnership with Enterprise Cascadia.
Matthew:
Great.  Okay.  Next question’s for John Berdes again, says does the subordinated lien position that’s placed on real estate require acknowledgement and consent of the bank of record, I guess the senior lender.  Secondly, has there been pushback from conventional lenders on this point and how does one get around it to scale up the program?

John:
We are not seeking explicit consent from a primary lender.  We have had no pushback from that community.  What we’re doing is increasing the value of their asset and decreasing their loan-to-value ratio.  I'm sorry, what was the other part of the question?

Matthew:
Apologies, I have to scroll back up.  The other part, has there been pushback from conventional lenders and how does one get around it to scale the program?  And I guess the it would be the conventional lender if there is pushback but you're saying there is none so.

John:
There are many obstacles to scale here and that’s not one of them.  I would add to the CDFIs participating in this call, Enterprise Cascadia has had to confront a regulatory environment called RESPA, not yet on this, in order to be the good partner that Clean Energy Works and Green For All needs us to be.  And, you know, it’s scary at first but ends up not only being not that big an obstacle but better equips our organization to deliver other products in a compliant way in the regulatory environment.

Matthew:
Thanks, John.  Next question for the folks in Indianapolis is related the audit, the energy audit, and the question is what energy audit standards are you using?  Are you working through RESNET or BPI or what’s the standard that you're using?
Wanda:
The company that we’re using is RESNET approved and BPI.

Matthew:
So you're using both?

Wanda:
They have both standards met, yes.

Matthew:
Okay, great.  The next question, I'm going to throw it out first to the Indianapolis folks and then to the Portland folks.  It’s the question, will cost savings from the energy upgrades—the energy cost savings—be sufficient to repay the—will it be sufficient to provide net cost savings to the customer on a monthly basis?  That’s one question.  

And then the second thing—second question is more specific to the Indianapolis folks.  Will the cost savings be sufficient to, specifically within that 4-year term of the unsecured loan?  So let me throw it first to Indianapolis folks.  Maybe you can address what you expect the impact on the consumer given cost—given energy costs savings to be within the 4-year and perhaps the 10-year term loan?

Male:
Yeah, we—that’s something we think it’s very unlikely that people are going to get a dollar per dollar.  That would be our hope but we don’t think that’s really going to happen.  We were projecting it would probably be closer to the 70% and in some cases 80% payback, reduced energy costs that will amortize out.  

And I think part of the way that we’re able to leverage that greater is with one of our major utility providers here in the city.  We have partnered with them to offer up to an—I think it’s like $15 or $1800 grant that will be blended in with this loan program and that’s really for weatherization and sealing measures and we think when you blend that with—let’s say you put in a new furnace, we think that’s going to really jump that up and really help amortize on the 4-year or the 4-year program.

Wanda:
And I think question between the terms is a valid one, the four to ten year.  Obviously the 10-year is going to get closer to the net, but the good thing about the 4-year is they are going to be able to realize those full savings very quickly.  So it’s kind of a tradeoff and definitely is a consideration as we sit down and work up the project.
John:
Maybe the folks in Oregon, you’ve had a lot—you’ve got very cheap energy.  You’ve got longer term loans, I believe.  So what’s the impact to the consumer on a monthly basis?

Jeremy:
This is Jeremy.  I’ll say that—oh, go ahead John.

John:
Well, I was just going to point out also it’s a very temperate climate too.  Sorry, Jeremy, go ahead.

Jeremy:
No, it’s—and we—the energy savings are not covering the costs of the loans in the immediate, you know, right off the bat and they’re not designed to.  The loan program is not designed to.  We’re really incentivizing deeper retrofits an more investments so that we get more of that energy reduction, carbon savings, and more job creation.  

We analyzed some early numbers.  I think it was like the first 180 or so homes and the—it moved around a lot.  Some people were saving money right off the bat, others of people weren’t.  There was an average that people, after their retrofit, were ending up after they subtracted their energy savings from their loan payment were paying a little bit more each month for the privilege of living in a comfier home that had more valuable on the real estate market, we think.  

As we go forward—well, before I say that, it’s important to note that what’s happening is people are spending money now and that loan payment stays constant for 20 years.  Energy prices will probably go up so that the value of this investment in terms of its ability to pay for itself will probably increase over time as energy prices continue to go up as expected.  

That said, as we go forward with statewide program, we are looking at designing different types of retrofit packages that would—in which the measures would be designed to pay for themselves.  So that if a homeowner said I cannot afford anything else on my monthly bill but I want to make my home more efficient, we will try to design measures that—where the investment will hit the investment—savings to investment ratio will be about one.  It’s a difficult thing to do.


I’ll just say that for the last thing is that we’re working with projected energy savings and modeled energy savings.  All of this work that we’re doing now in these pilot phases across the country is really about gathering up a good set of data that we can analyze over the long term that will tell us how these loan portfolios performed and how the energy savings ended up actually being—you know actually came through in the end.
Matthew:
Thank you.  One of the things I have a comment, I’ll just quickly note is that we hear—we look at these programs around the country and it’s actually fairly rare that you find customer’s realizing a net cost savings from day one.  It’s a lot easier to do and very—it’s a lot easier to do in the high rate, much harder in the low rate environments and it also matters a great deal what you're retrofitting and then in what condition is whatever facility you're retrofitting.  

I'm going to move to the next question which is—says—sorry—the—for Indianapolis.  Did you—actually I apologize.  That’s roughly the same question that we were just answering.  Second one for Indianapolis.  Provides—can you provide some background on the size of this loan loss reserve which does seem higher than is the case in many situations?  What factors went into determining the size of that reserve?

John:
What went into it is that it’s our traditional client base.  With what’s happened to the housing market and depressed values of housing that we've seen most markets experience.  LTVs are going to be higher than what they have historically been.  And when we—we have emergency repair, second mortgage program that we've run for many years to a low income clientele and that program has, I would say.


We looked at what the runoff rates on a net program had historically been and we adjust that annually when we have our financial audits done and that ranges between forty-some percent to 52%.  We've historically funded those programs with philanthropic dollars because we won’t fund them with pool dollars.  

And then when we negotiated this agreement we took that into account because we didn’t think that the board would approve it because if the risk of subordinate liens right now.  Especially when you look at low/mod income borrowers have faced much higher unemployment costs or rates when we looked at our market than higher income families.
Jeremy:
One thing I’ll just add if I could, the low—excuse me—the much lower loss reserve numbers that you see in many programs—Fannie Mae Energy Loan Program and so on—of 10% loan loss reserves and so are designed for programs where the minimum FICO score is maybe 640 to 680.  

We’re going down pretty considerably and when you look at the expected default rates for different FICO score bands, they increase very considerably.  It’s not a linear kind of increase in default rates as you go down the FICO score band.  So that’s one of the things is if you look at the eligible FICO score, which happen to be up on the screen right now, they're significantly lower than you would see in a—in most kind of conventional kind of market rate if I might call it that—lending for this area.  

Couple more questions: One is can folks talk about sustainability as it relates to program fees?  I think Portland mentioned it was outside of the loan interest rate.  Are they sustainable?  I think by the they, it must be are the programs sustainable.  Maybe start off with Portland and talk a little bit about how you—how you envision this program from a sustaining itself over multiple years.

John:
I want to let John Berdes take the first crack at that.  Just before answer that question though, just because we’re getting close to the end of the webinar time, I do want to point at that one of the intentions of the call organizers here is to help play matchmaker between CDFIs and energy efficiency programs that want to get to know each other.  We’ve created a webpage where folks can go and find each other.  That is greenforall.org/financepartners with an s.  So if people are interested in just saying, “Hey, I want to connect with a CDFI in my region” or if you're a CDFI and you want to connect with a energy efficiency program in your region, go to that page and there are instructions  It is greenforall.org/financepartners all one word.  Thanks.

Matthew:
Just—I just made an attempt—I just made an attempt to send that to the full group.  I don't know if I succeeded or not but.  So let’s go back to the question for maybe John Berdes.  If you want me to repeat it, I can.
John:
No, I got it.  It’s our belief that salability does require delivery to pay for itself.  There’s just not enough subsidy in the world to dependently build a system that relies on transactional subsidy.  So today we are not 100% efficient.  

At the end of this year, after 1,500 units/outputs are delivered, we expect the transactional cost to be about $400 per unit sold and that’s a cost that’s capitalized into the loan itself.  So the design is to cover 100% of delivery costs without further need of operating subsidies.  

We’re applying subsidy whenever possible at the frontend of the capital structures so that the product itself is 100% sustained.  I have to say we’ve made—one example of smart frontend subsidies is about $200,000 of investment in an IT platform that drives the transactional costs down.

Matthew:
Indy folks, do you want to take a shot at that or we’ve got a couple more questions and I've—we’re actually just about at our time so I'm going to roll it up.

John:
We got a quick response.  Our goal is we’re hoping that our runoff isn’t even close to the loan loss reserve and any money that would be left in that loan loss reserve, we would recycle into a new loan loss reserve in the future and then try to raise a loan pool to back up against that.  So we’d like to make it an ongoing program but it’s all going to be subject to really what the performance is.
Matthew:
Great.  There are a couple of questions we weren’t able to get to.  I want to make sure that we end on time so we are currently at our ending time.  As a reminder the—this webinar and the slides from this webinar will be posted on the Solutions Center website and for the Department of Energy.  

That website is—I'm going to just bring that up very quickly here on the screen actually so you can see on the very bottom fo the screen, you can see that there are some additional webcasts that are coming up that I mentioned at the beginning.  Please consider participating in these.  

I’d like to thank our panelists very much, I think this was just a tremendous discussion and I hope also that those of you who were able to get that web address—I'm just going to say it one more time—might look at that.  That’s the www.greenforall.org/financepartners.  Might consider looking at that.  Thank you very much.  Hope you all have a very good day and thank you again for participating.  This webinar’s over.  
Male:
Thank you.

Male:
Thank you, Matthew, for facilitating.
Matthew:
Absolutely.  
Male:
Thanks, Matt.

[End of Audio]
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