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Financial Program Management for Continuous Improvement

Chris Lohmann


Hello and good day.  My name is Chris Lohmann, and I'm at the U.S.  Department of Energy in Washington, DC right now, and I appreciate all of you joining us today for this webinar on continuous improvement for financing programs.  This is the repeat of a webinar that I gave in January partly because folks were unable to see it and folks requested that I do it again and partly because we didn’t get the recording done properly in January.  
I'm doing—redoing it here, and this way we’ll have it recorded and then up on the Solutions Center website available for anyone to go and look at it anytime after this that is more convenient to them.  So with that I’ll start of the webinar.  If you have any questions please ask them.  There is an ask questions box in your webinar control panel and I—in past—in the past that has been the best way for us to field questions.  
I apologize that I will sometimes get rambling moving through my presentation and not see your question pop up right away, but when it—as soon as I get over there and I do see it, I will try to answer it, and at the very least at the end of the presentation I’ll go through the entire list of questions and be sure that I answer each one of them in turn.  
You can also reach out to me anytime on my e-mail address which is christopher.lohmann@ee.doe.gov, and that contact information will be available at the end of this presentation.  As well as you can go to the Solutions Center and request technical assistance through the button there and get through to me and any of our technical assistance providers through that means.  So with that I will start off the presentation here.
You should’ve gotten, in an e-mail from Leslie Lauder just a couple of minutes ago, three documents that I'm going to be referring to in the presentation here.  The presentation deck itself is on its way to you.  There’s a little lag in the e-mails that are going back and forth right now, but you'll have that probably pop up in your inboxes while I'm talking here.  So if you want to you can pop open the presentation deck that I'm actually referring to, follow along to it, or refer to it later on if you like.

All right, so as I said, this is Program Management and Continuous Improvement for Financing Programs.  It’s specific to financing programs because my role is on the financial market development team, and so that’s primarily what I've been working with, leading the team of technical assistance providers who work with grantees, state, and local governments who are building financing programs in support of their energy efficiency programs.  
But most of the tools and the techniques here are applicable to almost any program out there and particularly to any complex, data intensive programs that match, in that way, financing programs.  So with that, let me see if I can advance my slide.  Why not?  Why doesn’t the slide want to work?  Advance.  There we go.  All right, here’s the contents.  
We’re going to have an overview of financing programs just so that we throw out some of the terminology that is commonly used in financing programs.  Sometimes there’s some redundancy to terms and people don’t realize that we’re describing the same thing with two different words.  And often the same word gets used to mean a multitude of things.  
So I'm going to sort of center some of the terms that we use.  Then I'm going to talk about a general strategy for continuous improvement, talking about the program that learns, going to show you some tools that can help your program be a learning program, and then talk about a risk management strategy which is an extension of a learning program that is particularly attuned to the bumps in the road.
I'm going to run through some of the common risks associated with financing programs and then I’ll refer you to an appendix where we’ve got some samples and contact information in it, and then I’ll go into questions to thoroughly make sure I address any questions that you all raise.
Financial mechanisms within the integrated energy efficiency program, and I say that specifically, integrated energy efficiency program.  Financing does not stand on its own.  There are four real strong, important, essential, functional pillars to any energy efficiency program.  Demand creation in which you're communicating to the population out there.  You're educating them.  You're getting them excited about it.  And then you're giving them a way to take action and get engaged and become part of your program.  
A workforce training and certification where you're insuring that when people do take action, there are actual contractors out there trained in auditing, trained in construction, trained in upgrades to be taken advantage of.  And that they are trained and certified in such a way that consumers and businesses immediately recognize that these are trained, skilled professionals and they have confidence in them and they want to engage these folks.  
EM&V, which is evaluation, measurement, and verification, which is traditionally, in an energy efficiency context, thought as your post-work audit to ensure that the upgrades and the retrofits were done to specifications.  To achieve the types of energy efficiency improvements that were envisioned in the audit—which is obviously very important in this program—but that type of go in, measure, and take some data on what your activity yielded is the sort of mindset that used to be extended throughout your entire program through every activity you engage in.  
So that’s why I talk about data collection and continuous improvement, and I’ll keep harping on those themes as we go throughout this deck.  And then fourth is financing because, inherently, most energy efficiency projects are high capital intensive in the very beginning and then they yield benefits over many years in the form of utility site savings.  
And so that’s an ideal place for financing to play a role, where you’ve got somebody with capital, whether it’s a bank or lender or some other type of investor, who wants to put that capital to good work.  And then on the other side you’ve got energy efficiency homeowners, businesses, public officials who have good projects but need the capital.  And so financing is that way to pull back all the benefits that you're going to accrue in the future.  Pull them back into the present and put that capital to work.  
Financing itself is no simple solution.  It has to address a really broad spectrum of needs., everywhere from $1000-2000 reactionary purchase to replace a blown-out furnace in the middle of the winter to an extremely large dollar, very carefully planned out thought out, whole building retrofit.  Those are two very different ends of a spectrum and no single financing product is going to fulfill the needs of the entire spectrum.  Some do an extremely good job at particular ranges of the spectrum.
And so to get a really truly effective financing program, you're going to be looking at trying to put together multiple complimentary products to maximize the effectiveness of your portfolio.  That—does that mean that you have to suddenly at inception come in with four different products?  No, not at all.  If you come in with one product initially, you simply understood that there’s a particular spectrum of the financing world that you're able to serve there, and you serve that as well as you can and then ultimately, as your program grows, you start to overtake other portions of the spectrum there.  
So that leads us to a nice visual diagram for those of us, like me, who are much more verbal—visual than verbal.  What I've got here is four different columns for those four different pillars.  EM&V here is where it all begins because, inherently, if you're going to measure something, you have to make your measurement system first.  If you start going off performing your activities before you’ve built your measurement system, all that activity will be lost on the way up.  It’s impossible to come back later and pick up the data that you’d already let scatter around.  
So you have to figure out—think about what you're going to be doing for your activities, think about what it is that you need to measure, and think about ways to start collecting that data at the very beginning.  But once you’ve gotten that taken care of, then the logical place to go is creating demand for those audits, going out there getting people excited, getting them educated, and then giving them a path for clear action to take.  
In many cases and this is sort of a generic program that I've got modeled up here, that first action is to request an audit of their homes.  And so what’s interesting here is that as soon as that occurs it goes from the marketing guru, the person with Madison Avenue skills, to right into the blue collar guy who is running a small business and who is going door to door performing audits.  
And there has to be a smooth handoff.  It doesn’t do a whole lot of good to have a really slick website that promises a whole lot and then have a really shoddy handoff; so that the auditor doesn’t have a good contact number, doesn’t have a good name, doesn’t know when the homeowner’s going to be at home and available.  And naturally you see the gaps starting to occur here between the functions.  
That auditor is often then, as we move down to the next step here, the first and best salesperson for an actual project.  They're in the house.  They're sitting down at the kitchen table with the homeowner.  They're explaining to them exactly what the benefits are of undergoing an energy efficiency retrofit.  They're the salesperson and so they need to be really well integrated into the marketing side, understand what the sales pitch is, understand what the options are, understand what the particular appeal to these sorts of things should be.  And so they really cross a line there.

But if you were a program manager and sitting down at your staff meeting, you’d probably be looking at your workforce manager who knows how to look at a house and understand where the air’s escaping.  You’d be looking at your marketing manager who really knows how to make the advertising fly.  But the two of them don’t necessarily know how to talk together and aren’t necessarily inclined to take on a joint effort to makes sure that that auditor is capable of doing the task that both of them have to provide the expertise for.  
So that, as a program manager, is one of the first things that you have to notice is that you need to be the integrator of some diverse skill sets out there, some diverse groups of people who don’t necessarily have a lot of familiarity with each other.  That turns in spades when you go into this next step of taking a loan application.  
Your homeowner’s decided that, yes, they want to take on an energy efficiency upgrade and they want to take out a loan for it.  And in many cases and many programs, it’s the auditor or the contractor sitting at the kitchen table who’s the person helping them fill out that loan application.  
Again, not somebody who has a lot of finance background, not somebody who has a lot of experience in filling out bank forms, but they're the best person there to help that homeowner close on that deal and—rather than just let the homeowner just think about, mull it over, and then eventually let the decision disappear and the homeowner fade away.  
So your financing team, your banker, has to worry about how they get integrated with your workforce, train that contractor or auditor in order to be skilled at taking that application, make sure the information flows smoothly and quickly from one information system to another information system perhaps.  
You get the idea here and I won’t belabor the rest of this, but you see here you’ve got three, and four sometimes, pillars, experts, groups who don’t necessarily work as well together as we’d like them to, and you, as a program manager, have the responsibility of pulling them together, integrating them, and making sure everything works well.
Where are we going with the financing programs we’re trying to build here?  This slide tries to show what the evolution is that we’re trying to kick start.  Ideally what we’re trying to do is not just retrofit a number of houses and save some kilowatts.  If that’s all we wanted to do, we could take our public funds and just spend them straightaway on folks’ houses.  
What we’re trying to do in the next evolution of that is to have a sustaining program so we’re lending money to folks.  We’re using revolving loan funds to send out loans to folks which we expect to be paid back—maybe not all of them because there will be a certain amount of default—but a little bit of charged interests or fees on the ones that do get paid back can make up for some of those.  And have those funds roll back.  
And we’ve had revolving loan funds for all number of types of industries and sectors from clean water to public works for a long time now; decades in which the public funds took all risk of default.  The public funds were all the capital and they were self-administered by the public agency.  
Well, as those funds matured and we learned more about it, we learned that by bringing on a private partner to administer those—whether it’s in the underwriting of them, whether it’s in the servicing of those loans—bringing in someone who has a dedicated expertise in financial services that goes well beyond what a normal government agency is able to do will often make a much more efficient, effective program.  But that revolving loan fund is still working with public capital funding it.  
If you have a $100 million of public funds, you're making a $100 million worth of loans.  This next step of the evolution that we’re driving towards here is enlisting private capital to do the work.  And that’s where you start hearing about all the loan loss reserve programs that we are working on, in which inherently the public funds, all they're doing is the credit enhancements right here.  
So they're taking the risk of default and that means that in many cases we can put one dollar of public funds up and get $10 worth of private capital funding.  A $100 million worth of public funds turns into $1 billion worth of energy efficiency work.  We’re obviously getting massive leverage there, but we’re getting another thing and this is what we’re really driving for in our aspiration for the future.  
By getting the private capital to actually make the loans and shoulder the loans and earn the profits that are attended to them, we expect the private banks to start to realize that his is a profitable model.  And not only is  it a profitable model, but as the loans go out and then come back in over a period of three or four or five years, we’re expecting them to start to see that there are very low default rates on these loans.  


Inherently, a homeowner who borrows money for an energy efficiency upgrade is saving themselves money at the same time as they are improving the comfort and the value of their house; and inherently that is a good way for folks to use their money; and they are less likely to default on their loans because of that.  
And after that period of time that we show that there are extremely low default rates, we expect the private market to then move into this final stage here in which they are confident that they can manage the risk of these loans.  That they can statistically identify, through the data that we will generate from all these loans being originated around the country, that they’ll be able to statistically determine what the default rate is going to be.  And when they know what the default rate is—regardless really of whether it’s high or low as long as they can pinpoint it—then they can manage it, then they can add their incremental bit of operating costs and an incremental amount of profit and then charge an appropriate rate.  
We think, from what we’ve seen already in pilot programs, that the default rate is going to be extremely low and that’s going to allow them to put in their operating costs and profit rate and still end up with a very manageable consumer rate to borrower’s that makes it a very attractive for a borrower to come in and make a loan and get a project done and see money back in their pocketbook nearly every month because of the savings on their utility bills.  
So that’s the big aspiration right now of financing programs and where we hope to be seeing ourselves in five or ten years from now and a self-sustaining, private market largely free of public subsidy.  Although the government would still like to play in many roles—whether it’s in regulating and certifying a workforce or whether it’s in playing an information broker role in which consumers feel that the government agency is going to give them the upfront, honest truth about what their choices are—but most importantly getting private capital to start funding the bulk of these loans.  
The great news is this is where we’re at right now with ARRA funds.  These are just state and local governments that our Department of Energy technical assistance providers have been working with over the past year or so.  We’ve got over $1.1 billion worth of private capital that we have been able to identify is being committed to energy efficiency projects and that’s using, what we’ve tallied up here is, $300 million worth of ARRA funds.  
If we eliminated the purely revolving loan fund programs, such as the fine state of Arkansas here has got $19 million going towards a really great revolving loans fund, but if we pulled those out, we’d have an even higher leverage ratio here of the ARRA funds to the private capital.  
But what’s really important is we’re making loans, we’re going to be driving loans across the country, and we’re getting private capital to do that, $1.1 billion.  If we can get that out the door in the next couple of years, there’s every reason to believe that there’ll be $5 billion market within five years and then the sky’s the limit after that.
All right, so with that general overview of financing programs and where we hope to get going, I know that all of you as programming managers are sitting there and thinking, “Well, what I've got in front of me is a massive climb here.  I've got a complex, intertwined, integrated program that may not be rocket science in any one particular component of it but the whole thing put together, this is pioneering work.  There aren’t a lot of other pioneers out in front of me who I can learn from and just mimic.  There’s an awful lot of stuff that I'm going to be trying for the first time, certainly the first time in my local market and, in many cases, for the first time even on a national scale.  And I don't know exactly what the outcome is going to be, gosh darn it.”  
Well, that’s the sort of situation that a lot of folks face in business, in military, and in a lot of different environments.  So we’ve pulled together some of the very best means for managing and leading in that—in those sorts of environments here.  This is a combination of leadership and management techniques from General Electric, from the U.S. Military, and from Lean, which is the Toyota manufacturing system, and it really comes down to one thing.  
It’s common sense—and I don’t mean to belabor that—but it’s common sense that when an individual, when anyone of us, does something we learn from what we just did; and then we come back around and we do it better the next time; and we internalize certain lessons about it.  And even if it’s not conscious, we've unconsciously taken some cues from what has transpired in the past; and we are better equipped to come back around and do it a second time.  
That’s not always the case with an organization though when you’ve got more than one individual; particularly when you’ve got the types of organizations that most of us work with, highly matrixed organizations, in which a lot of the people who are working for you have ten other jobs, four other bosses.  They're all very much in, sometimes literally in, their own cubicles just doing what they do, unaware of what the whole is.  Those sorts of organizations have a really hard time learning.  The individuals within them learn what their particular task is, but the organization as a whole has a hard time internalizing lessons that they—it should and then acting on it.  
So that’s the key.  The key is as your—as a program manager is to help build in tools and techniques, practices, processes into your organization in the way that your organization works that allows your organization as an organism to learn.  So the act of learning cycle, to break it down here real quickly, is basically a four step process.  
You observe.  You collect your data and you take your measurements.  Then you evaluate that data and your measurements.  You put the data into context.  You distill it into comparable metrics.  You segment it.  You rate it.  You score it.  You break it down so that you can compare apples to apples, oranges to oranges.  You maybe even do a statistical analysis to see if there is a difference of the means between two different samples.  
Then once you’ve done that, you make a decision.  Decision is often as sample as A is better than B.  Or what I did there didn’t turn out very well.  I want to do something different.  Or, wow, I had three different activities there.  One of them worked out really well.  The second one didn’t work out as well so I want to make it act more like the first one.  And that third one was terrible so I'm just going to stop that one altogether.  That’s your decision, nothing more exotic than that.  
But then finally you need a take action step.  You need to actually execute, implement.  That’s the natural four step thing.  What folks then often forget is that it’s the cycle.  Immediately after taking action, you go right back into observing and taking more data and taking more measurements, breaking down that data into something that’s meaningful, deciding on it again, and acting on it again.  
Jeff Immelt, the CEO of GE, there’s an often told story about him.  What he—he’s traveling the world all the time, all of his different—his companies, his offices.  And very frequently, in front of a whole assembly of managers and folks at one of his plants or his businesses, he’ll be asked a question.  “Sir, I'm a hard go-getter.  I want to do well in this company.  What’s your advice?  How do I—how do I make sure that I do well for the company, do well for myself, get promoted, and ultimately get your job, sir?”  
And his response is, “I want you to fail rapidly.  Fail rapidly.”  That’s his advice to all of his managers.  “If you're not failing rapidly,” he says, “You're not learning.”  What he means by that is that any one of us, on our very best day, we’re not going to have more than maybe one or two good ideas out of ten.  And we honestly don’t know which one of those good ideas is—which one of those ideas is the good one until we try them, until we get them out of the stable, we run them a little bit, and find out whether or not they’ve got legs.  
If we don’t do that quickly, if we don’t get them out, try them, and find out that, nope, that one’s—that one doesn’t work all that well.  If we don’t do that quickly and get right back to the stable and get the next one back out and try that one, we’re never going to get through to idea number ten by the end of the day.  And if we don’t do that, we won’t have learned fast enough and gotten to that good idea to actually implement it.  
The folks who are kind of just puttering around, just trying to do that one first thing, and they haven’t pushed it to its limit—measured it, found out that it didn’t work very well and then gone out and tried the next thing—those folks never get to idea number ten and they may never get to a good idea then.  So that’s what his advice was always.  Fail rapidly.
All right, so now I'm going to show you some of the tools here, and these are tools that will help you pull your organization together; help people within your organization see the whole picture a whole better, and so themselves start feeling like they're part of this big organism.  And that goes a long ways towards helping them learn from other activities within the whole and understanding what their part is to play in it and therefore how they can improve on things.  
And it also will give you, empower you as the program manager, to see a lot more of what’s going on within the program.  And when you can see a lot more of what’s going on in the program, it will allow you that power to try a lot more things and then see what their effects are.  And therefore learn what works well and what doesn’t and keep moving on until you’ve gotten to the point where you’ve found things that really work.

So I've got a program goals and design deck here which is a PowerPoint which is typically something that is used at the beginning inception of our program but it’s never really too late to build one.  I've got an action plan which helps you, through a Gantt chart, get a picture of what everybody in your organization is doing.

And I've got a program modeling spreadsheet that’s really especially useful with big data intensive types of programs like financing programs to let you play with a lot of different scenarios, see where your program’s going, and update that month by month to start seeing exactly where things on a quantitative basis are having trouble and where they're getting better.  
So a program goals and design deck.  As you can see here it’s aimed at getting a clarity to you and to your organization.  It’s bringing together all the ideas that are bouncing around inside your head and bouncing around with your broad group of stakeholders and getting nailed down on one piece of paper so that everybody can look at it, nod their heads, realize what is the—what it is that the program is going to try to do and also, very importantly, what the program is not going to try to do.  
Very often if you don’t define that it’s not going to do that thing, six months down the road all of a sudden you’ll have somebody out there in left field suddenly go, “Hey, wait a minute I thought that we were going to be doing this out in this neighborhood.  I can’t believe—I can’t support this program unless you do that.”  But the program inherently wasn’t built—no, no.  Misunderstandings like that will arise all the times.  So it’s very often extremely valuable to define exactly what’s out of scope as well as much as what’s in scope.  
Initiating the habit of decision-making.  Very early on in the financing programs and I hope that most of the folks who are using ARRA money right now are well beyond this stage but this goes well into—well beyond the ARRA—the era of ARRA.  When we are going beyond just spending ARRA dollars and continuing on to develop new programs.  During the early stages of developing a pioneering program, what’s great is that you can imagine anything and the sky is the limit; but very soon you have to start getting into a habit of decision-making.  
You have to get into the point where you're regularly saying, “Nope, idea A is better than idea B because I need to pick one of these.  I can’t start executing on both of them.  I can’t plan a program that accomplishes both things so I need to start moving directly forward.”  And the way to do that is to pick one over the other.  Doesn’t mean that I can’t later on potentially evaluate that I made a misstep to go back, fail and then come back and try something else.  But I have to move forward on a regular basis.  
So this helps you by just simply writing down this is what we’re doing, getting to the habit of decision-making.  And then communication.  Big thing about this program goals and design deck—and why it’s useful to often engage in putting together one of these even if you're well along the line of running your program, if you haven’t already—it’s a good communication tool for stakeholders.
And that group of stakeholders can include as—it can be as narrow as the folks on your team and your immediate boss and subordinates; but it can be as broad as your town council, your mayor, your opposition party, your newspaper outlets, your community organizations, your trade groups.  It can be a really broad, diverse group of stakeholders.  And this is  a relatively useful tool for communicating to many of those.  
So this is a template.  This is a tool to be—and this goes for all of these tools that I'm going to present to you here today.  None of this is prescriptive.  This is here’s some things that have worked for others.  Now make it work for yourself.  Tailor it to your own needs.  Chop out the things that don’t make sense.  Add to it the things that you feel are missing.  And if you add stuff to it, I’d love to hear about it because I've love to keep building up these templates so that they continue to grow and evolve and demonstrate even more and more use for people as they develop.
So starts off with the goals.  What’s your primary goal and what’s your secondary goal?  And order it that way.  Don’t let yourself get in the position where you’ve got a list of ten different goals and they're all equally important.  Nobody can accomplish that.  You need a primary goal, a secondary goal, and maybe a tertiary goal.  And you have to have an understanding that that tertiary goal falls out if at some point you have to choose between those three goals.  And so everybody agrees that, yeah, the primary goal is the primary goal and in a situation where we can only accomplish the number one goal, this is it.  
Program description—a big text field to talk about exactly what you're doing with your program.  A structure—in the structure here, it can mean a lot of different things and in your particular program it may be something particular that you need to highlight.  What I originally developed this slide to do was to get folks to put in the names of the different organizations and agencies that are working on the program.  
As you can see in the example here, in Gunnison County, Eagle County, and Pidkon County, they’ve got a whole bunch of folks and it’s starting to look a little bit like a spider’s web there as they’re kind of all connected to each other.  It’s not really clear what the hierarchy is there.  
Structure like this can go a long ways to fleshing out very quickly that you don’t have  clear line of communications, that you don’t have a clear line of command.  And while you don’t necessarily need a completely pyramid structure with one person calling all the shots to the people down below, just the fact that you put it together and so you can show the clarity of exactly who it is that needs to talk to whom and who needs to listen to whom will go a long ways in helping you understand what your organization is and helping others understand who it that they're talking to and when they're talking to them.
Because this is a financing program we’ve talked about a budget here and a budget most importantly is where the capital is going, where your public funds are going to, your loan capital, and is it coming from the public funds or is it coming from the private funds?  If you have a credit enhancement in place, where’s that coming from?  In many cases folks are mixing EECBG money, SET money, Better Buildings money, and so sometimes worthwhile highlighting exactly which different sources are going to which different things both for your purposes and to explain it sometimes to the DOE.  
Startup admin and then operating costs.  There are probably half a dozen other different cost and line items that you would want to add to your own particular budget, but it doesn’t’ need to be too detailed here.  This is a regular, relatively high level thing.  
I—you know I'm just seeing now a couple of notes here that my audio is fading out occasionally.  Let me see if I can stabilize my microphone and stop fiddling with it as much as I had been and give me about 60 more seconds of talking and if it continues to fade out, please throw up another comment and then I’ll resort to actually picking up the handset here and using that which I think will be a little bit more stable than my headset.
So I'm moving on to loan product.  Description of the actual loan product.  This could be very easy for somebody to find.  Or sometimes, especially in the early stages of a program when you want to serve all possible sectors, areas, borrowers, projects, it starts getting a little tough to put specific numbers around it.  A timeline and this is a very high level timeline of course but it still helps people understand—that broad stakeholder group to understand when it is that they can start to expect things from this program.  
Resources/Personnel.  Never hesitate to put the who in it, folks always say.  Start identifying that this person is going to be key to this program and I need them.  I need certain amounts of time from them.  I need a certain number of years from them, and if not from them, then I need it, you know, whoever takes over this role.  And I need their boss to know that I need them and that I need certain hours and times from them.  And I'm going to try to clear it from that boss as soon as possible because you are going to come up short at the most critical time if you don’t take care of it at the front end.
Action plan.  Action plan is basically a project management tool.  It’s a Gantt chart for anyone who’s familiar with those.  But for those of you aren’t familiar with them, let me go over it real quickly.  It gives you visibility to the whole.  It literally lists every task, every activity that a program is going to undertake and who’s going to do it, when they’re going to do it, and how it’s interrelated with other tasks.  And so it allows you, as the program manager, to get a much better view of exactly—
I got one more comment here that audio is going out so let me try this.  I've got the handset on now and that should fix hopefully the audio problems there.  Leslie, if you could give me a quick chat message to make sure that this audio is better now?  Okay, I'm going to press on.

The next thing that the action plan does is create a culture of ownership.  There is often very little that you can do as a program manager to influence when you don’t have any authority over a lot of the folks who are integral to your program.  If they're not your direct subordinates, getting them to do the things that you need done on a timely basis and a high quality basis is often extremely challenging.  
One of the ways you can help influence that is with an action plan like this where by publishing it to the entire group and showing a particular person’s name in there responsible for a particular task at a particular date, even if there isn’t an actual pitchfork behind that person, simply knowing that their name is out there attached to a task and a date, is often a very strong incentive to folks to get done with their—what they signed up for doing.  So it’s a really good way to drive that culture of ownership of tasks and responsibilities too.  
So real basic action plan.  Here’s a screenshot from a whatever—I'm sorry I'm getting more fading again but Leslie says whatever I'm doing is currently good.  All right, hopefully this is fixing most of the problems and there is just a lag to that question coming in.  
This is a screenshot from the County of Santa Barbara’s action plan that they built last fall at one of the financing program acceleration workshops.  And as you can see here they’ve got actual names.  One name is Bess, Betty, but too, if you have to Greg and Angie are responsible for specific tasks whether it’s a procurement process or getting ARRA funds obligated or whatever it is.  They’ve got specific dates here for an expected start date and expected completion date, and then you’ve got room in here for the actual start dates and actual completion dates.

Naturally folks can look at this and say, “Wow, I'm—I certainly don’t want to start later than I was expected to because I will have blown through my timeline, my deadline there.”  And it can create a little bit of anxiety.  What I would recommend that you do is you communicate to folks that this isn’t about making sure that every deadline is met.  What’s important is that people get an understanding for how these paths are interrelated.  
Understanding, for example perhaps, that Betty has to wait on contracts being finalized and signed before she can do her ARRA funds obligation helps Greg understand that getting finished by 3/15 impacts Betty.  And so in the event that he has to delay, in the event that something is dragging on this finalization of the contract, Greg needs to communicate that to Betty so that Betty can anticipate what the delay will be for her class and then make up for that.  So it’s not a surprise.
And now that communication between Greg and Betty is much smoother, much more efficient than Greg having to tell the program manager, the program manager having to look at the chart and realize the connection there and then making the communication to Betty, of course.  So that, as a program manager, helps you an awful lot to manage your program and get your program to work more as that whole organism rather than a bunch of individuals who are unaware of what other folks are doing.
All right that brings down to the spreadsheet model program.  Oh, let me jump back really quickly here and this is because since I built this deck, I was made aware of a new program out there.  What we built—I built this one, the screenshot and one of the documents that was emailed to you, as an Excel spreadsheet and it’s a real simple tool.  It’s not a very advanced Gantt chart.  
If you want a super advanced Gantt chart, you can buy for a lot of money Microsoft Project which is a very sophisticated project management software that allows you to build one of these.  But the great news is that there’s a free, open software that’s available on the web now.  It’s called Open Project and you can go on openproject.org I think it is and pick up that software for free.  
In fact the Department of Energy sent out e-mail to all of the headquarter personnel telling us that it’s recommended that we go out and we use that rather than Microsoft Project in any case, if our needs are relatively simple.  So it’s a great project management tool that you can reach out to.  Open Project.  Check that out.  Contact me if you have any trouble finding that on the Web.
Okay, spreadsheet model of the program.  So Excel spreadsheets are really cool for managing a ton of complex data, doing tons and tons of calculation on them, and then showing you in a nice visual dashboard exactly what all of the things going on inside the engine are resulting in.  So it means that you can do a lot of great design of a financing program or other kinds of data intensive programs, play with it a lot of different ways before you actually breathe life into the thing.

It also means you get to play with different scenarios.  You can build a program, figure out these are the kinds of things that I want to structure it with.  But what happens in my best case scenario and demand is ten times greater than I thought it would be?  Or what happens in my worst case scenario and my average loan size is a quarter of what I thought it was going to be?  
You can test out those different scenarios and as they often call it, stress test it, and figure out where your thing suddenly starts blowing up and understand kind of what—where the borders are of your program and that will help you, literally, stay between those lines as the program manager as you're guiding your program down the road.

You can then take the next step.  Not only have you designed it, you test the different scenarios.  You understand what the programs facing.  Then as your program actually starts to execute, you can make rapid updates.  Because as the program starts to execute, you're gathering data and you're filling that program spreadsheet up with the actual data, not just your guesses, not just your estimates, not just your forecasts, but with that actual data.  
And then you use that actual data to find your forecasts and your projections for the future now.  You update what you think is going to happen to a tighter little band there and make more changes as you see things going on.  That early detection of risks, that seeing the bumps in the road, is essential now because you’ll see as your numbers come in that some are strong, some are weak.  Some are turning out the way you thought they would.  Some aren’t.  
When they turn out differently, some turn out much better and some turn out much worse.  And that will start becoming very apparent to you as it bubbles up through your dashboard and you'll be able to see where your bottlenecks are occurring, where things are going well, where things are not and need to be improved upon.
So with that I'm showing you a slide right now of a dashboard for a spreadsheet that I built, and this is the spreadsheet, one of the three documents that was emailed to you just before the webinar here.  You can—I'm gonna now switch over to Excel.  So what you're looking at now here is my Excel sheet of this model.  
Feel free to take this model and manipulate any way you want.  It’s a template for a loan loss reserve program built based on the program from a couple of different grantees we’ve been working with.  But every one of your programs is going to be a little bit different or a lot different and these models will need to be tailored to your particular program.  
If you’ve got someone on your staff who’s an Excel jockey, great, let them have it.  If you don’t, give us a call.  We've got a couple of folks who would be happy to do the whiz bang stuff with the Excel and help build the engines that would model your program.  We've got a half dozen different types of engines built for revolving loan funds, loan loss reserves, subordinate debt programs, interest rate buy-down programs.  A couple of different things that will probably help you at least get on your way and then we’ll help you tailor it as well if you want some help with that.
What we’re looking at here is the dashboard for a program.  It’s just the—it’s the first tab of this spreadsheet.  If we go along the bottom here, along the tabs—I’ll just give you a quick familiarity with what else is in here.  Next tab is called detail cash flow and as you see here lots of numbers, lots of different rows.  Basically this is the engine.  
This is taking all the numbers and crunching them through; loans coming in, loans being calculated at their value, default rates being subtracted, beginning balances starting off monthly, outlays being pulled out of those beginning balances, new end-of-month balances calculated, et cetera.  So this is kind of the engine of it.  
The next tab here is the IRB calculations, where we’ve got an engine here that’s determining if you’ve got a given loan and you're spending money on an interest rate buydown, how much is it costing you to get from the lender’s rate down to the borrower’s rate that you want.  
We’ve got some DOE contact information here.  Then we've got an average loan size calculator, where we’re now starting to import actual data.  We've got months one, two, three, and four here of actual loan data.  The actual value as each individual loan as you see tallied up in here from month one.  Additional loans here from month two, additional loans here from month three.  
And a quick visual depiction of what the average size of these loans are.  In this instance we’ve got a good story to tell.  We've got an increasing average loan size here, steadily increasing from month one to month four.  So your larger loans, getting more money out the door, doing bigger work, doing more impressive energy efficiency work.  
We've got two different types of averages that we’re calculating here; a running average where essentially we’re averaging the totality of the loans that have been made since the very beginning of the program and just a monthly average for jus the loans made in that particular month.  Moving along the next tabs, we’ve got the demands sheet and a workforce sheet and I'm going to get back to those in just a second.  
Let’s go back up to the dashboard now and let’s talk about exactly what we've got going on here.  A dashboard is going to do two things.  It’s going to allow you to put in simple, quick inputs and get simple, quick outputs.  Excuse me.  The green cells here are the input cells.  Anything in one of these cells is something that you want to manipulate and change anytime you want.  
The most obvious thing here is  on start date.  We can change this, January 2011.  We’re already a little out of date here if you're planning your program.  Now the total amount of funds allocated, in this case we’ve got both the loan loss reserve and the interest rate buy-down going on.  And so if you start off with $2 million going into your program and you tell it that you're going to assign $1.75 to the loan loss reserve, it does an automatic calculation for you here into the gray cell with blue type.  Well that remains—what remains from the interest rate buy-down is clearly $250,000.  And so that shows us an output cell with the gray with the blue type.
We've got a couple of very cool variables that we get to play with here.  For the loan loss reserve, I’ll go through this one.  We've got an on/off switch here basically.  So if the loan loss reserve is in effect, it is on yes.  If the loan loss reserve is not in the effect and we want play with just an interest rate buy-down scenario, we just switch it over to no and it cancels out all of the loan loss reserve.

We've got a question of what your introductory loan loss reserve fund percentage is and that’s because sometimes in some programs you might have a much higher loan loss reserve percentage for the early stages of a loan, when it’s more uncertain, less—more risky in the eyes of a lending institution.  In order to help them get comfortable with the loan, you might introduce an introductory loan loss reserve rate that is higher than your base loan loss reserve rate.  
As you see here, we’ve got a zero in there.  In this simple model, we've kind of zeroed out the introductory rate for the loan loss reserve and we’ve just got the standard 10% loan loss reserve for all of the loans being made.  But you can play with the introductory period for in this particular model if you wanted to.  
We've got other things here for an interest rate buy-down from the market rate, which is what the lender is charging, to the target loan, which is what you want the borrower to have to pay for, and then output cell there telling you exactly how much it’s going to cost you to buydown that loan that 6% between 11% and 5%.
We've got here below that, lending performance characteristics and we’ve got three different columns that alternately drive the model.  The baseline here is imagine you're at the very beginning of the program.  You haven’t put it in the—into execution yet and you're making some assumptions.  And so you're making an assumption, for example, that you're going to do approximately 50 loans per month.  You're going to do approximately $8,000 per loan and each of those loans is going to be approximately seven years with a default rate of about 4%.

Well, as you go forward into the program, you're going to start putting in actuals and that’s what we've got here as I showed you in the average loan size calculator tab where we’ve put in actual loans to simulate the program moving through month four.  Well, I've got a nice little table to the right of this, a visual graph of projected expenditure.  We’ve got the red, the blue, and the green lines on it.  And what this is is a way for, as a program manager, for you to keep track, visually, very quickly and easily, of your key metrics.  
Being the DOE, right now, one of the key metrics here from a headquarters perspective is projected expenditure.  When are you going to have the money actually expended so you’ve completed the stimulus portion of the mission for the ARRA dollars?  
You, as a program manager, will have your own metrics, whether it’s number of loans made, number of houses retrofitted, volume of loans, or whatever is particularly important to you and your stakeholders.  You'll want to put those particular metrics up here so you can watch them, monitor them, and see how you're doing towards them.
In this case, we've got projected expenditure and as you can see what we’re looking at, very importantly, is the green and blue line here which is total expenditure date, loan loss reserve fund expenditure date.  They happen to coincide on the same day because of course when you’ve finished off the loan loss reserve, you’ve finished off your total expenditure.  
It’s sitting here in a good place for this particular program sitting out here at about August 2012, which in their case meets that three year deadline to get full expenditure.  And that’s based on right now their baseline numbers.  As I said back here in the loans performance characteristics we've got three columns: baseline, actual, and now your selection tool here.  I
've selected baseline for each of your inputs, but as the program progresses we put four months worth of data in there.  I'm going to switch over to actual for the projected number of loans made per month.  And you'll see the line just bumped out to the right and that’s because my actual are showing only 42 loans made per month.  And at that rate, there are far fewer loans going out the door.  There’s far fewer dollars and loans going out the door.  
And now all of a sudden the projected expenditure date is out here in mid-2013, which is beyond what this program can tolerate.  If you throw in the actual for the average expected loan size, which is only $6,879 instead of the projected $8,000, wow, that expenditure line has just bumped out beyond even the scope of this table, well beyond May of 2013.  
So as a program manager what do you do?  Well, if you don’t want to throw in the towel, and I know none of you will, what you’ll do is you’ll figure out what it is that’s driving this.  You'll figure out, well, if I'm only doing 42 loans a month right now, what can I do to improve on that?  
Let me take you out to the demand sheet now.  So the demand tab here is the second from the right and what I've done here is, using the model of one grantee who is spending money on marketing in order to drive homeowners to request audits and from audits they try to get the homeowners to make loan applications and from there they try to accept as many loan applications as they can within their underwriting tolerances and from there they try to close loans and get loans up the dollar—loan dollars as high as possible.
They are—that’s their process.  They spend money on marketing and then they end up with loan dollars going out.  They're trying to get as much loans on good projects as possible.  What they're going to do is start tracking all of their marketing expenditures.  Now this is simplified and probably won’t be exactly the way that you're doing but the same logic will apply to most programs.  
They’ve got a whole host of different marketing campaigns here, from going door to door to doing the community fair, print advertising, Facebook campaign, direct mail, e-mail, a Google search campaign, and then they’ve got two contractor teams out there that are beating the bushes themselves.  And they're spending certain amounts of money each month on particular campaigns and they’ve projected out exactly what they're going to be spending on those campaigns and when.
As they move through those four months of spending money on those campaigns, they start yielding results and those results are here captured in energy audits.  By each campaign they’ve recorded precisely how many energy audits took place.  And so for the door-to-door campaign 1—door-to-door campaign A, they yielded one audit.  Door-to-door campaign B yielded four audits all in month one.  
They want to know well, how much did that cost me?  Door-to-door campaign A obviously, if it yielded one audit and it cost them $10,000 that month, it cost them $10,000 for that audit.  Contractor team A you want to contrast that with.  They spent $50,000 on contract team A which is five times as much as they spent on that door-to-door campaign but, scrolling down here, contract team A yielded 26 audits that month.  And so it’s looking at a much more cost effective rate of only $1,900 per audit that they spent.

These numbers are obviously very artificial and will differ greatly from market to market and activity to activity.  But you can see the logic here that even though they spent more on a particular activity, the cost effectiveness was far greater.  That applies then throughout.  As you find that certain marketing campaigns yielded higher quality loan applications.  And so while—however, contractor team A though—let me see.  Let’s take a different on there.
Well, contractor team A, still sticking to the same comparison, have an 85% success rate with their loan applications.  So they had a pretty good success rate.  Most of the people they got to do audits actually did make a loan application, but contractor team—door-to-door campaign A had a 100% success rate.  You can see different conversion rates here then throughout.  
As you go through each process step you find that a conversion rate applies.  So how many of those actually made the application?  And then of those who made the application, how many were approved?  And as they were approved, then how many actually closed on the loans?  And then not only how many did they close on the loans, but what was the value of the loans that they made?  
All of that yields ultimately a number of loan dollars per team or pre marketing effort here and then the actual cost that was associated with the spent on it.  And you can start seeing, cost effectively, if I spend one dollar here on this activity, how many loan dollars do I yield?  
When you see something that is—one particular activity that’s working better than the others, then you shift resources to it.  When you see something that’s working particularly poorly, maybe you cancel it.  When you see something that’s working pretty well but not as well as something else then you try to—you look at a dashboard like we’ve got up at the very top here and look at your conversion rates, you can start to see which process step has the most opportunity for improvement.
If you look at here, the approved loan closure rate, on row 13, has a 99% closure rate and so you’ve got very little margin there to improve that.  But if you look at audits to application on row 9, you’ve only got a 17% success rate so lots of fertile opportunity there to improve your conversion of audits to applications.  
Maybe you spend, as a program manager, more time and resources on improving that, whether it’s improving your auditor’s sales skills at the kitchen table, improving the communication and messages that you send out to people, or improving the application process because maybe it’s clunky and people are dissuaded from running through an extremely long application process.  
Whatever that decision is, whatever that improvement is that you make, then you can go back into your marketing sheet here, put new projected numbers of spend, new projected numbers of audits, new projected conversion rates, and see where you think that the guess is going to end up.  
When you get those improvements in there—I'm jumping back to the dashboard now and I'm going to my selection tab here on row 28.  I'm going to say my projected number of loans, I'm going to consideration my improvements now and my improvements have now pulled my expected expenditure rate back up to here we’re showing about August of 2012.  And so we’ve moved our metric back to where we want it to be.  
Clearly that’s a projection, but as a program manager, as you see new data coming in, you'll start to see whether or not it’s proving you right in that your improvements have had the effect that you wanted them to be.  You'll probably see a mixture—mixed story.  Some of it’s working well.  Some of it’s not working well.  And you'll continue to adapt, improve, and learn how to improve your program every day.
So that’s how a basic spreadsheet model can work.  It can model out your entire financing program.  It can allow you to design it.  It can allow you to show it to a financing partner, whether it’s a bank or other financial institution and help them understand exactly what it is you're envisioning, help them show you what they're envisioning and come to an agreement on something that’s specific and quantifiable, then help you stress test it with best case/worst case scenarios.  
And then, finally, as you're actually managing the program you can start putting in actual data, see what that actual data updates your projections to, see where that’s leading you to, anticipate bumps in the road, make improvements, and continually refine your program to improve it every day.
So with that I'm going to jump off of the Excel spreadsheet and come back to the slideshow.  We can talk a lot more about spreadsheets another time, and I'm always happy to talk with anyone who’s got some specific questions about it, and this is definitely one of the things that our technical assistance team can help folks with specifically on building and tailoring a particular spreadsheet model to help you as a program manager take even better control of your program.  
Okay, so moving on with the program here.  Now I want to talk about risk management strategy.  This hits upon the same themes that we’ve been talking about in general, a learning program and anticipating bumps in the road.  And I just wanted to flesh out for a little bit a little bit more about specifically managing risks.  
Six point ____, Identify your risks.  And this is just simple brainstorming.  As you're driving to work, as you're singing in the shower, as you're bringing your team together, as your actually talking to external stakeholders, consultants, peers, asking folks, “What do you think could happen?  What do you think has gone bad?  What has gone bad?  What other risks out there that we have to anticipate?”  
Then once you’ve identified each of those risks and figured out which ones have the most likelihood of occurring and a combination of that and a great severity, then you put together a plan for each of those, two plans, in fact.  The first is the detection plan because if you don’t know it’s happening, you can’t do anything about it and so you have to put together a detection plan which is very similar to a measurement plan.  
If your measurement plan is in place, it only needs to be tweaked and refined to make sure that it’s measuring the things that you need to in order to detect that risk occurring.  And then the second plan is a mitigation plan.  A mitigation plan can take a different—couple of different forms depending on what that risk is and what your resources are to take care to deal with them.  It can simply avoid the risk.  You see it coming up and your plan is, well, I'm going to steer around it.  I'm not even going to run into it.  
Or you can’t steer around of it because of the nature of that risk.  I'm going to manage.  I'm going to face it head on or I'm gonna disassemble it.  I'm gonna break it down and I'm going to overcome it.  Or in the worst case, if it’s the type of risk that it is a near-fatal risk.  It’s too big a beast for you to actually overcome.  You need a contingency plan to bail out.  How do you bail out and still accomplish as much as you possible can without abandoning your primary goals but still surviving basically?  
So we’re going to go into a little bit of  a subheading here on contingency planning after that.  Basically once you’ve got your planning done, you go into that learning cycle: execute, evaluate, performance, modify, and repeat.  And you are doing the things that you're doing as you learn as you constantly improve your program.  
A contingency plan.  And one of the reasons, of course, we've been talking about contingency planning so much here is because any time you're working with a pioneering program, there’s a great deal of uncertainty.  There is a large amount of the unknown as to what will work and what won’t work.  And if things don’t work, how are we still going to salvage as much as possible can and still claim success here?  
And so having a contingency plan is a very useful thing.  You, as program managers, are going to experience a lot of pressure, unfortunately, and I apologize for it upfront but it’s a reality that there’s pressure on ARRA funds to accomplish two missions.  One is to lay the foundation for a new energy economy for this nation, but the other, and often very competing priority for this money, is to generate an economic stimulus to the country.  
So there’s a tight timeline for the expenditure of these funds and the way—somewhat artificially as it is—the way that we’re measuring that is through the official DOE expenditure guidelines based on that federal government guidelines for expenditure that must be met with in the three-year window that I'm sure all of you are more than familiar with.  
I just heard a slight gasp there.  I sympathize with that.  There is a good—my good message you is this—is with a contingency plan you can manage a lot of the otherwise distracting pressure that will come back—come down from DOE.  And this is how it works.  
Put together a plan that still accomplishes that primary goal.  In this case it’s expenditure by the contracted time period.  Put together a plan that does that and it’s probably something close to, akin to, a direct spend plan or a rapid divergence funds into an existing program that already has a high volume of deals moving through it.  
Whatever is the right thing for you and your market, your community, your government, have that plan on hand.  Run it through a basic planning process so that it’s an executable plan.  Put it through your project officer for all the important federal approvals on it.  Make sure that it’s NEPA compliant.  Make sure that Buy American is checked off.  Make sure that Davis-Bacon is checked off.  Make sure that your project officer gets all the paperwork done on it.  Package that up in a nice, manila folder.  Put it into a box.  Put it behind glass and stamp a sign on it that says break only in case of emergency.
Well, now any time someone in Washington, someone in the state capitol, or someone anywhere else suddenly gets concerned about the chances of your program not meeting that expenditure goal and they start asking all kinds of information—not knowing what your program is or what it does necessarily—but asking you leading questions about where it’s going, what’s going on.  Instead of having to double back and spend a lot of time answering their questions; instead of doing what you need to be doing, which is managing your program, continuously improving it, and driving it towards success.

Instead you can say listen, “Here’s where my program is basically.  We've had some successes.  We've had some failures.  We think that we’re on track.  But most importantly, don’t worry because the goal is guaranteed to be accomplished.  Here’s our contingency plan.  And the contingency plan essentially locks into place that we’ll get that taken care of.  Even if nothing else works out right, this contingency plan is a certainty.  And we can pull it out.  We can break the glass and we can execute it on time and get the primary goal accomplished.”
You may have additional contingency plans for other primary goals, beyond DOE your local government, your local town council may have primary goals and they might what a contingency plan to help make sure that their goal is accomplished.  But in any case this would be a good thing for you to do.  Help yourselves and DOE sleep better at night knowing that things taken care of.  
What is a contingency plan going to look like?  Well, most importantly as I talked about, it’s going to accomplish that primary goal, but then the elements around it that are going to be important is working out the timing of it.  Understand exactly what it is that you're going to require for a lead time to execute that plan.  Is it three months?  Is it six months?  Map out that time there for executing that plan right here.  Give yourself a buffer.  
And then plant a flag here at this decision point.  And you're going to say, “On this date, we are all going to get together and make a decision.  And the decision is going to be, do we continue with the program as it is because we feel confident that it’s going to meet the program deadline or do we execute the contingency plan?”  And save yourself the trouble right now.  Put together the criteria that you're going to use to evaluate that decision, whatever that is appropriate to your program.  
Is our projection going to meet the expenditure date?  Do we have plus or minus 20% chance of meeting the expenditure date?  Do we have a buffer sufficient to feel comfortable that we’re going to do it?  Do we have a progress?  Has demand grown steadily such that we would want to feel confident?  Or does it look like our projections are going to start falling off because demand has started falling off?  
Whatever those particular criteria are that you want to use, put those in there with that crap contingency plan.  And get it all signed off by you, by your town council, by your DOE project officer, all of your key stakeholders now, because then when it comes down to that crunch time, you’ve saved yourself all of that emotional trouble.  Everyone’s already agreed to it and it’s just a matter of pulling up the plan, going down the checklist, answering the questions as objectively as possible, and coming up together to a decision that yields either yes, we continue or no, we execute plan B here.  
So that’s contingency planning.  Again, we’d be happy to work with any of you on putting together a contingency plan for yourselves and I encourage you to talk about it with your DOE project officer to walk through exactly what it is that you all can do together to make sure that those primary goals are met no matter what else happens.

Okay, it’s 3:41 right now, which means we've got a little less than 20 minutes here for the program.  What I’d like to do is go through the risk associated that I've listed here pretty quickly so that I can get to the questions for most of the remaining time here.  You can look through these in the deck that’s been e-mailed out to you and, please, if they elicit any questions, contact me, contact the TA provider, and we can—we would love to go to it some more.  
The number one risk, obviously, I think most of us think about is what if we open the store and nobody comes?  What if we throw a party and no one shows up?  What if we don’t have enough demand for these loans?  Well, you want to make sure that, yeah, this is a really important risk.  Let’s try to figure out what the potential causes are going to be because they potential causes lead to how do we detect that something isn’t working right.  
A poor marketing plan, unwieldy application process, overly restrictive underwriting, those are all three things that you can measure the success of them.  And so when you suddenly see a cessation in demand, you can, if you set up your measurement systems properly, you can suddenly realize that, oh, it’s because our marketing plan isn’t getting anybody to even come to our website.  
Or wow, we’re getting lots of people at the website but ten they don’t get past page 3 of the application process and it’s a ten-page application process that we’re getting people to abandon.  Or we’re getting lots of people in here and then our underwriters are rejecting 90% of them.  
Put in the measurement systems now and you'll be able to identify exactly what that cause is later on that is creating your problem.  The threat here is naturally not enough loans, the program dies on the lawn, and you don’t get expenditure.  Litigation measures, right now at the very beginning you get an expert to review your plan.  You work with others who are doing plans as well to get best practices.  
Naturally you put in that dedicated measurement plan prior to initiating your campaign so you can measure the effectiveness of the campaigns.  Regular review of actionable intelligence.  I through in, you'll see, actionable intelligence here.  That’s my favorite word—two words.  I like that instead of data.  
Data is just the stuff that you have to collect and then send over to somebody else.  It doesn’t mean anything.  If it’s actionable intelligence though, that’s something that makes you smarter and you're going to act on.  And there’s a clear difference between the two of them.  
Data is what you just sort of collect ‘cause it seems like you should or somebody tells you to.  Actionable intelligence is what you think about prior.  What am I going to want to know in order to make that decision that I need to make three months from now?  And you put together a plan to gather that data and essentially then as that data comes out to you, it comes out in a meaningful way immediately and it becomes actionable intelligence and it fuels your decisions.
So that’s my little pitch on that.  And then regular adjustment campaigns, reallocation of resources.  That regular adjustment, that’s another way to just talk about fail rapidly.  Quick, try a lot of different things.  Keep trying things.  Keep adjusting them.  Keep adapting them until you start defining things that really work and just keep hammering away on the things that work and dropping the things that don’t.

All right, another risk, disunity of integrated program elements.  We talked about this a little bit when I showed the diagram.  What happens when you get a breakdown of the four different horsemen?  All of them are very different, don’t talk to each other, don’t necessarily like each other, and don’t necessarily speak the same language.  But you, as a program manager, are responsible for bringing those folks together and getting them to literally integrate their activities so that, as a borrower—to the consumer coming in, it’s seamless between the audit, the marketing, and the loan application.
Failure to learn from mistakes, adapt, and improve—basically keep doing the same thing and you’ll keep getting the same results and if they're not great in the beginning, they're not going to be great down the road.  You have to keep learning, keep adapting, keep improving.  
Our breakdown of contracted partnerships with the financial institutions and others—well, this is a key risk with financing programs.  It’s something that is often a very new thing for many of us in the public sector, to write up a contract with a financial institution because it’s truly a partnership.  This isn’t—you're not buying a commodity.  You're buying good will, energy, and a genuine desire to make loans into an unproven and pioneering market.  
It’s not an easy thing to do, but identifying that is going to be a tough thing.  Work with us.  We've got a lot of folks on the TA team that who have a lot of experience in doing this now.  Find a consultant in your local area that helps you, knows your market maybe.  And otherwise, look out for resources that are available to you.  We’ll help you with that as much as we can and set it up well to begin with.
So the conclusion of this whole webinar is seize control of your programs.  You can do that by using some basic project management tools that you're—that increases the visibility of your program; both to you, as a program manager from on high, and to your team down below.  
If you bring out what’s going on through a dashboard-like spreadsheet model, through an action plan that allows everybody to see all the different tasks that are going on, even through just that program goals and design deck that allows people who are very specific functions and very narrowly defined roles within the program to see what everyone else is doing.  That invisibility empowers your whole team to start acting like that big organism that actually does things for the benefit of the organism instead of just for their own narrow, little piece of the pie.
Seek out performance data to see into the future.  So look for your opportunities, mitigate your risks early, and the trick is get that measurement system in place to get the data to get the actionable intelligence.  And then the last thing is just what we've been talking about here, the common sense thing.  In our everyday lives, we all try to learn something new from everything that we do.  Help your program learn new things from every activity it does.  Capture those lessons and then constantly improve and adapt them.

So that’s the—that’s going to wrap up the webinar here, and as you can see at the bottom of that slide there, my name and my e-mail address.  Please contact me any time.  We do have a team of technical assistance providers on contract who are experts in helping setup and develop new financing programs and we’d love to put you together with them.  And with that, I'm going to turn over to all the great questions that people have been asking already and see if I can get through all of these in the 12 minutes that are remaining.
Let’s see.  Since most government loans for energy are directed to low-income, elderly homeowners, how do we get the private sector back to the table when the initial impression is that we’re back to pushing the subprime borrowers?  Similarly, how do we get them off the FICO score blinders so that they see that the energy savings actually improve the cash flow of the homeowner and quality of the loan?
It’s an excellent question because it does get to the heart of something there.  The heart is what is the difference between a public program that subsidizes things because it’s trying to accomplish kind of two goals at once; both energy efficiency and hitting a target demographic that is underserved or needs the help more and on the other side, how do we get the private markets engaged in what is inherently a profitable venture?  
And a lot of programs are what is—there’s a wide spectrum of ways different grantees are approaching this.  On the one hand there are programs that are simply saying, I can’t do two things simultaneously well.  I'm going to try to do one thing extremely well with each of my programs.  
And so we’ve got the weatherization assistance program that is a direct grant program to the lowest income folks to help them weatherize their houses.  And then on the other hand I've got my financing program for energy efficiency which is trying to get a private market going.  And so for that I'm going to aim at the most credit-worthy, best borrowers.  That doesn’t necessarily always correlate with income level.  
The most credit-worthy person for a $2,000 loan does not necessarily—is not necessarily the millionaire ‘cause that millionaire may have a habit  of dumping credit cards.  The person who is the middle income person might be a much more better credit risk for that lower value loan.  And so it doesn’t necessarily just mean that you're going for the highest income brackets.  
And in fact, you look at some studies that I've seen showing that FICO scores of 700 and above hits over 50% of the income spectrum.  That’s clearly—that’s literally looking at the glass as half full rather than half empty.  So I know that depends on whether or not you're looking at a half full or half empty but it certainly gets us a long ways away from saying that this is a financing program only for the wealthy.  And of course, on that 50% that it doesn’t hit, a big chunk of that is hit by the weatherization assistance program.  
You’ve got a chunk in there that’s in between and many programs, many grantees, many state and local governments are addressing that deliberately.  They're simply saying that we want to get financing into those people’s hands so we’re going to spend some money.  We’re going to subsidize some money onto our financing program in order to get private capital to loan to those folks.  
And so, in many cases, that means not a 10% loan loss reserve but a 30% or a 50%, an 80% loan loss reserve in order to get loans down into that area there.  It may mean the grantee is just accepting the fact that their program isn’t as long term as they’d like it to be because the default rates are going to be higher and so it’s going to burn through their cash faster than they’d like it to be.  It’s not going to be around for 20 years.  It’s only going to last 10 years.  But it’s a choice that they make.  
I think the way that we’re going to do is if you really want to just drive the financing program, the best way to do that is to aim for the most credit-worthy.  FICO score is an imperfect mark though it’s cost effective.  Very inexpensive to get a FICO score check and move a $2000 or $3000 loan on the basis of that.  
If you have the utility cooperation then that can be a fantastic way to do it because a utility company can simply do a quick check of “has this person paid their utility bill in the last 12 months, 24 months, 36 months?”  There are a number of utility programs that work on that basis, very inexpensive, and extremely correlative to whether or not they're going to continue to pay an energy efficiency loan.  So that can be extremely effective.  
There isn’t a great substitute otherwise that I know of that's out there publicly available other than FICO score, but I welcome all of you to pioneer.  So if we can then get the loan programs moving for the most credit-worthy, the lower risk then get the financial markets accustomed to managing that risk.  
Logic says that ultimately then, once they're managing that lower risk, they will seek the profits in the slightly higher risks and start delving down into the lower, lower credit scores in there, finding ways to ferret out the folks who are still very likely to pay back their loan even though maybe they had a hit against FICO score for some particular reason earlier or something like that.  
Doing what Progressive Auto Insurance did a decade ago in discovering that there was an overly conservative look at certain people, certain sectors, and that they were able to then go down there, make money, and still make a valuable product available for folks.  So that’s a lot of theoretical stuff but I think that basically it comes down to your program needs to decide between trying to do one thing extremely well and trying to kind of straddle two different things and do each of them as well as possible.  It’s definitely a choice that can be going—can go either way.  
Let’s see.  Question here: Can I download this presentation for future references?  Hopefully you'll have received it in an e-mail from Leslie while I was done speaking and since you typed this in here, but if you haven’t we’ll make sure that it’s up on the Solution Center along with this webinar, the recording of it and that should be posted, I think typically, about ten business days from now, maybe sooner if things go extremely smoothly.

Are your Excel spreadsheets available, example the marketing expenditure section?  Where can I download these from?  Again, that should be in one of the e-mails that Leslie has been able to get out to you with three documents attached to it.  That has the spreadsheet showing you and that marketing spreadsheet in specific was the second to last tab in the loan loss reserve financing model program spreadsheet in there.
And so, great, well with 3:55, I've got five minutes to go and I've kind of run through.  Oh, I missed one question here.  Can’t find Open Project link.  Let me see.  Let me see if I can—and feel free to throw up another question there if anyone thinks of it while I go over here and find open project and maybe read off the url to you.  
Okay, for anyone who’s still with us here, I'm putting up on the screen OpenProject dot—OpenProj—P-R-O-J dot org and it’s—looks like it’s a software company called Serena and that's the free download there and it should allow you to open it up and—I've got it over here on my computer—and it looks something like—nope, I don’t.  Darn it.  I thought I did.  Apologize for that.  If anyone wants to go over that, drop me a line.  I’ll be happy to set up some time in which we can talk and I can go over that with you, talk about Gantt charts and project things like this.  
And I've got one more question here.  Who developed the Excel loan loss model demonstrated?  That was created through a number of us had a hand in putting that together.  It went through a number of different iterations but it was primarily me and a number of our technical assistance providers.  I hesitate to say that it’s a DOE product because I don’t want you to take the idea that it’s a gospel of any sort.  It doesn’t suggest that this is the way that you should do things.  
It’s modeled after a couple of different programs that we had been working on with particular grantees.  So it was useful from that perspective.  The real key thing is get an idea of what it can do and then think about your own particular program and how to model your program in an Excel spreadsheet.  
It may take some real good tweaks and changes to a model.  There may be an addition of an engine or two that we might have something similar to that we can plug in for you.  Or it might be something that we can build specific to your particular model.  So let me know.  Let somebody, if you’ve got an Excel jockey on your staff, let them know.  And let’s—we can go from there on that.
So with that I've got two minutes left to go.  I want to thank everyone for tuning in.  IF you or any of your staff want to check this out after this—as I said it should be about—within ten days, business days—posted up on the Solutions Center at the DOE website under the webcasts and you should be able to see it and download—I believe the audio comes with it so you can hear me rambling along.  
And if you want to get any of the documents that we tried to send out to you and maybe didn’t get to you, hit me up at my e-mail address here, Christpher.Lohmann@ee.doe.gov and would love to talk to you and otherwise hear from you and help you along the way.  I want to thank all of you for doing what you're doing.  Here at the DOE we are in true support mode.  
We are moving the funds down to you because truly the local programs need local solutions and you all are the ones on the frontline doing this, building these programs, and solving those problems day to day, week to week.  So we’re here to help.  Give us a call.  Give us a shout.  And we’d love to talk.  So with that, Chris Lohmann from Department of Energy in Washington, DC and I thank you very much and wish you all a good day.  Bye-bye.  And Leslie we can stop recording now.
Leslie:
Okay, thanks Chris, good job.

Thank you. [End of Audio]
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