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Merrian:
Hi there, and welcome to the Department of Energy’s Technical Assistance Program webinar series.  We’ll be hearing from researchers at Lawrence Berkeley National Lab today, and the topic will be “Interactions between Energy Efficiency Programs funded under the Recovery Act, and Utility Customer-funded Energy Efficiency Programs.”  Before we go into the content of this presentation, I just wanna say a little bit about the assistance available to you from the Department of Energy.  The DOE does have a Technical Assistance Program that supports any grantee that was funded by the Recovery Act – the block grantees, the SEP grantees.  
And through that program, there’s a range of resources available to you.  We offer one-on-one assistance, online resources, webinars like this one; we facilitate peer exchange between grantees, and the topics range from energy efficiency to renewable energy to program design, financing, performance contracting, and many other topics.  To get access to these resources, you can go to Solution Center, or you can call the number on your screen or e-mail that e-mail at the bottom of your page.  You can also contact your program officer, your DOE program officer if you have any questions about these services.  
In addition, we’ve recently launched the TAP Blog, where you can get information about state, local, and tribal governments’ work and connect to experts on best practices.  There’s a number of new resources that have been posted there recently, so we encourage you to check out that site.  We also have a wide range of upcoming webinars.  The next one that may be of interest to folks who are on this call is the “Residential Retrofit Program Design Guide,” and folks from Vermont Energy Investment Corporation will be presenting on that topic next week, on May 3rd, at 2:00 Eastern time.  If you want information about any of the other webinars, you can go to the link that you see on your screen.  
That’s a link to the Solution Center webcast page.  On that page, you can also find all of the past webinars that have been broadcast, and you can get the slides from those webinars as well as the audio and the slides connected, so you can actually experience the webinar even after these broadcasts are finished.  So now we’re gonna go into the main event of today.  We have researchers from Lawrence Berkeley National Laboratory who have recently done an extensive paper on looking at the interactions between these two very large sources of funds that are supporting energy efficiency programs in the United States.  
Our first speaker will be Charlie Goldman.  He is a staff scientist at Lawrence Berkeley National Lab, and group leader of the Electricity Markets and Policy Group, with more than 30 years of experience looking at issues around energy efficiency, regulatory and energy efficiency issues, energy service companies, and a whole other range of issues that relate to energy and reliability on the grid.  We also have Elizabeth Stuart and Ian Hoffman, who are co-authors on this paper, and who are also researchers at the Electricity Markets and Policy Group at LBL.  So at this time I’ll turn it over to Chuck to start the presentation.
Charles Goldman:
Thank you, Merrian.  Welcome.  This study was sponsored by two offices in the Department of Energy: the Energy Efficiency and Renewable Energy Office, as well as the Office of Electricity Delivery and Energy Reliability.  I guess the first question is why this study?  We know that the Recovery Act provided billions of dollars to state energy offices and local governments to fund energy efficiency renewable projects through the Recovery Act.  The primary objectives often were short-term job creation and significant energy savings, with an emphasis on shovel-ready projects where available.  
Other objectives include using the Recovery Act to jump-start sustained clean energy efforts that could outlast the performance period of the grants.  Our study looks at how state energy offices chose to allocate those funds, and how those programs interacted with existing utility customer-funded programs.  We examined these choice of interactions for insights into an emerging and increasingly complex world of multiple program administrators and funding sources in many states.  Our research suggested the Recovery Act experience had some clear implications for the future of energy efficiency in the US.  
When we use the term “utility customer-funded programs” throughout the presentation, it’s the same thing as programs that are funded by utility rate-payers, which is sort of a more common way, historically, that these programs have been described.  In terms of the outline for the – the roadmap for the webinar, we’ll talk about our approach to the study.  We’re gonna give you an overview, at a high level, of utility customer-funded programs and programs funded under the Recovery Act through state energy offices.  We’re gonna dive much deeper into the results of analysis of 12 case study states that we looked at in much more detail. 
And we’ll provide you some examples of what we observed in terms of interactions and coordination between administrators in these 12 states.  And then finally, we’re gonna offer some recommendations and some implications of this work for states, going forward.  And now, I’m gonna turn it over to Liz Stuart for the next section of the presentation.

Elizabeth Stuart:
Thanks, Chuck.  So first, we’ll take a look at our four major research questions.  We wanted to know how have the administrators of these two sources of energy efficiency program funds interacted, and what impacts did these two types od program administrators have on the planning and design of each other’s programs?  We wondered to what extent the attribution of energy savings has been a critical issue, and we also wanted to look at what the implications were that these interactions have for the future of energy efficiency.  And a primary consideration for the future is what’s the potential for the Recovery Act and these interactions having impact beyond the Recovery Act funding period?  
So learning from these interactions may provide insight into what kinds of policies might help sustain impact, and the Recovery Act experience might also suggest effective roles that the various stakeholders can playing the long-term.  These are entities that include local and state governments, utility customer-funded program administrators, and other community and regional organizations.  Next slide, please.  So in terms of our study approach, we focus on the state energy program formula grant, energy efficiency and conservation block grant funds, administered directly by state energy offices, and the state energy efficiency appliance rebate program.  
The Recovery Act allocated $6.6 billion to these three programs for energy efficiency, renewables, and other activities, and in the case of the state-administered programs, most of the funds will be expended in three years – by September 2012.  And we should point out that, in addition, the Recovery Act provided $5 billion for low-income weatherization.  The funding that is included in our program, in our study, are statewide programs administered by state energy offices that resulted in thousands of new energy efficiency programs across the nation with significant potential for interaction with utility customer-funded programs.  
Our study did not include Recovery Act-funded low income weatherization program, the EECBG funding that went directly to cities, counties, and tribes, or the Better Buildings program.  So in our report, we provide a 50-state overview, and we focus on 12 case study states that have a significant level of utility customer-funded programs and offered that potential for a range of interactions.  We chose the 12 case study states shown here based on criteria which included the level of utility customer funding for the energy efficiency programs, a diversity of program administrator models, and geographic diversity.  
So these states represent something of a cross-section of states with significant utility customer funding, including a few that are ramping up or that recently ramped up, due to new programs, such as Michigan, or due to new higher targets in 2008 and 2009, as in Colorado and North Carolina, plus other states with a long history of offering these programs – California, New York, Massachusetts, Minnesota, and Oregon.  Next slide and you can go one more.  So we’ll take a look at, we’ll do an overview of utility customer-funded programs, as well as the Recovery Act-funded energy efficiency programs.  
So these maps show trends for the estimated long-term increase in budgets of utility customer-funded programs.  Nearly all states have at least one utility or other program administrator that offers energy efficiency programs.  The map on the left shows the funding levels; we can see that commitment levels across the country vary.  The 2010 energy efficiency budget totaled $5.5 billion, which includes $747 million targeted to low-income customers.  Utilities administer these energy efficiency programs in about 30 states; third parties or state agencies administer these customer-funded programs in 9 states.  
15 states have consistently spent more than 1 percent of annual utility revenues, electric utility revenues, on energy efficiency over the last decade, although commitment levels vary significantly.  And a growing number of states are adopting legally binding energy efficiency resource standards, or EERFs, which means that those states will be making long-term commitments to funding energy efficiency.  24 states have passed these EERFs, and four more states are considering them.  Typically, the energy savings targets are based on annual or cumulative targets.  
Taking a look at the map on the right, you see results of the 2009 Lawrence Berkeley Lab study which estimated budget growth for utility customer-funded programs under several scenarios.  The estimate for 2020 budgets is $7.5 billion for the medium scenario, and $12.5 billion for the high scenario.  Current leading states in funding levels, such as California and New York, continue to increase efforts, and a much broader array of states that are newer to energy efficiency will continue to grow program funding significantly, especially in the Southwest and parts of the Midwest.  
The Recovery Act represented a significant infusion of funds on this energy efficiency landscape over this three-year period, and will have proportionally more impact in those states that have little or no utility customer-funded EE.  A key potential benefit to the Recovery Act funding is that it’s been allocated irrespective of the existing state energy efficiency regulatory or legislative policies.  While the state energy office budgets will return to pre-Recovery Act levels, the Recovery Act has placed them in the position of being able to contribute to the energy efficiency landscape with increased capacity and knowledge.  
For the 12 case studies, we focused on states with significant funding in order to provide ample possibility of interactions with existing programs, so they’re not representative of states that are just starting to ramp up generally.  However, a few of our case study states do have programs that have recently been ramped up, and we take a look at the landscape of utility customer-funded programs in these states in order to gain insight into the unique context in which each of the state energy offices formulated their Recovery Act programs.  Next slide, please.  So we’ll take a look at the state energy program budgets, nationally.  
The Recovery Act provided $3.1 billion for this program, which is to be expended in three years, and here we see a breakdown of the SEP budget across 50 states and 5 territories.  In order to compile this information, we looked at the applications to Department of Energy and we updated the information from our interviews and other research.  So as we were doing this research, the information was a moving target.  As we were doing interviews, programs were changing; some were canceled, new ones were being created, and budget allocations were shifting, so the data that’s in our report represents a snapshot in time, which is current as of September 2010.  
So looking at the state energy program allocations by sector, we see that energy efficiency measures in the equipment and buildings totaled about $1.5 billion, and that’s half of the total SEP budgets.  These activities include such things as audits, retrofits, retro-commissionings, industrial processes, technical assistance for performance contracting, and revolving loan funds for projects.  Renewable energy programs made up 31 percent of the budgets.  These programs often augmented popular existing programs by providing additional e-bates or bridging funding periods.  
The 12 percent allocated to other activities supports such things as climate action plans, transmission reliability, recycling, and green procurement programs.  The bottom slice of the pie there, energy efficiency cost-cutting programs, total $128 million, and this includes activity in rebuilding energy codes and enforcement, energy efficiency workforce development, technical assistance, education and outreach, marketing, and sharing of best practices.  Next slide, please.  So we’ll take a look at which sectors the funding for buildings are targeting – we’ll take a little closer look at the activity specifically for energy efficiency in buildings.  
More than half of this funding is going to the public and institutional sector.  We should also point out that most of the EECBG funds that state energy offices pass through to smaller communities also went to public and institutional sector building retrofits.  So some of the multiple sector programs under the state energy program are open to the full spectrum of commercial industrial customers – that’s small commercial, large industrial, nonprofit, and public and institutional buildings – while other programs specifically target a subset of the commercial-industrial sectors.  
We can see there’s industrial-only programs and commercial-only.  And then some programs were offered across all sectors, including residential, commercial, and institutional.  Next slide, please.  Now we’ll take a look at four program areas that may offer longer-term impact; these are revolving loan funds, loan loss reserve funds, workforce training and development, and energy codes and standards.  We’ll talk about a few of these in more detail in the next few slides.  Much of the Recovery Act funding will be spent relatively quickly on one-time projects, such as building energy retrofits, which create the intended economic stimulus and meet the DOE’s goals of focusing on shovel-ready energy saving projects.  
But these four programmatic activities have the potential for sustained or ongoing benefits.  We’ll start with revolving loan funds, which leverage Recovery Act money for the long-term.  They also provide flexibility over time, because state energy office program administrators can repurpose those funds in the future, as long as they meet Recovery Act guidelines.  If these funds are managed to maximize longevity, they could, in theory, last forever.  Next slide, please.  So we’re gonna take a look at the breakout of revolving loan funds budgets.  We estimate that about 35 states and dozens of local governments use Recovery Act grants as seed money for these revolving loans funds, or for loan loss reserves, and these total over $650 million.  
A revolving loan fund is a pool of capital that’s loaned out, and when the capital’s returned by the borrower, it’s loaned out again for a new project.  The fund gets replenished by principle payments and interest, and it’s only depleted by loan defaults and administrative expenses for the fund.  These revolving loan funds are typically targeted towards specific markets or customer groups, such as public sector buildings, commercial sector buildings, industrial, single-family or multi-family residential.  Each of these different markets have very different financing needs.  You can see the market breakdown here in this slide.  
Across 50 states, the largest single category for revolving loan funds is for public and institutional facilities, with 37 percent of the $600 million allocated there.  Commercial and industrial markets account for about 41 percent of the total loan funds, with smaller amounts going to industrial-only or commercial-only programs.  Nearly 80 percent of these revolving loan funds target the combined commercial-industrial and institutional sector, which is the equivalent category to the commercial and industrial market under utility customer-funded programs.  State energy office program administrators have the flexibility to change priorities with these loan funds as needed.  
For example, public buildings often have access to lower-cost capital, and there are a relatively limited number of these buildings, so if administrators decide that the financing needs of these facilities are largely met, then they could choose to refocus lending on hard-to-reach markets, such as small business or residential.  They can also change the terms of the program.  For example, they may see a need among riskier residential customers who may not be able to access other financing.  In that case, administrators could choose to refocus their lending on this segment, and potentially accept higher loss rates and longer terms in order to reach these underserved markets.  
And the longevity of these funds means that coordination with utility customer-funded programs can continue over time, and the terms and target markets can be adapted to best complement those programs.  Next slide, please.  So in looking at the longevity of these funds, we analyze the potential long-term impact of revolving loan funds over 20 years by doing a cash flow analysis, using an Excel-based model.  In our base case, we treat the $650 million of revolving loan capital as a single fund, and we made a number of assumptions based on typical interest rates, average loan terms, or default rates, and other data we’ve observed in existing revolving loan funds in order to develop a rough estimate of capital that could be loaned out for future energy efficiency projects.  
On this chart, we see that in years one and two of the revolving loan fund lending, only the initial fund amount will be circulating.  Then after the first loans start getting paid back, the funds will be able to be recirculated.  With these assumptions, over $3.8 billion would be loaned out over 20 years; that’s 5.9 times the initial investment of $650 million, in nominal terms, not present values.  State energy offices that administer and manage these funds would be able to finance 150 to $200 million of energy efficiency projects annually over the next 20 years.  And we should point out that the amount of loan capital available over 20 years is very sensitive to the long-term.  
The shorter the term – sorry – very sensitive to the loan term – the shorter the term, the faster the money recirculates.  Next slide, please.  So loan loss reserve funds are a bit different as financial instruments.  At least 7 states set aside over $20 million to fund loan loss reserve funds to support financing for energy efficiency.  Like revolving loan funds, loan loss reserve funds extend the benefit of an initial investment, but in a very different way than revolving loan funds.  Loan loss reserve funds don’t have the longevity of revolving funds, but they offer a quick boost to the amount of capital available.  
They provide short-term leverage by attracting in private capital, because the funds are used to allay some of the risks to the lender.  Utility customer-funded programs may want to consider similar financing programs, incorporating lessons learned from the Recovery Act program.  Here’s an example of how a loan loss reserve fund is used for leverage: if a lender agrees to a 5 percent loan loss reserve, that lender can provide 20 times the initial funds available to lend on projects.  So a loan loss reserve of $1 million would support $20 million in lending of private capital.  The 5 percent represents the amount of risk of loss the public institute’s taking on, and it also indicates the multiplier of the leverage.  
We’re seeing ARRA-funded loan loss reserve programs with percentages in the five to ten percent and higher range.  Given the uncertainty about the size and terms of Recovery Act-funded loan loss reserves and the actual loss rates, we can’t accurately estimate the total amount of funds that will ultimately be available for lending.  Next slide, please.  And we’ll take a look at the investment in workforce development, which is another area that has potential for longer-term impacts on utility customer-funded energy efficiency programs.  18 states used over $54 million in state energy program funds to create energy efficiency and/or renewable workforce development programs of various types.  
Four states made up over 65 percent of the spending, and that’s California, with $20 million, North Carolina with $8 million, Texas with $6 million, and Alaska with $3 million.  Many of these programs involve partnerships with one or more organizations, including other state agencies, community colleges, industry, labor, utilities, and workforce development boards.  And the activities include contractor training for residential energy assessments and upgrades, scholarships for people seeking certifications, and grants to programs and newly certified auditors for purchase of the assessment equipment, such as blower doors.  
Several states that are newcomers to energy efficiency are spending notable amounts on workforce development.  For example, Arkansas is spending almost $3 million to build training centers of excellence, and Nebraska is spending almost $2 million to develop renewable energy curriculum at community colleges.  These efforts can support goals of utility customer-funded energy efficiency programs beyond the Recovery Act spending period, especially in those states that are ramping up their energy programs.  This early support for training professionals and contractors may help pave the way for program expansion.  
And now I’ll turn it over to Ian Hoffman, who’ll talk about the qualitative findings from our case study states.
Ian Hoffman:
Okay.  Go ahead, roll onto the next slide, if you would.  So the Recovery Act presented states with an unprecedented opportunity.  Before ARRA, all states and territories together received just a few tens of millions of dollars, and now they had 20 times as much.  In these 12 states alone, there was about $400 million, and overnight, SEOs have gone from being modest contributors on the energy efficiency stage to major actors, and they have a lot of things that they’ve wanted to do.  Layered on top are demands that are unique to the state.  
We have energy policies – some from the legislatures, some from the governor.  They have existing energy efficiency programs to consider.  And there are economic needs that vary from sector to sector.  These factors play out in state investment decisions.  A few states invested all their money in two or three programs that targeted one or two sectors, but the majority of our case study states assembled very diverse portfolios that cover virtually every sector of the economy.  On the left side of this slide, you see a breakdown of the 2010 utility customer-funded budgets for energy efficiency by market sector for the 12 case study states.  
And on the right, we see a breakdown of how those same states allocated the ARRA grants that we’re interested in; this is, again, the state energy program EECBG funds under the state control, and the CR appliance rebate money, from 2009 to early 2012.  On the left-hand side, we see that residential and low-income programs are around 41 percent of these budgets, and commercial-industrial programs are 46 percent.  On the right side, the ARRA funded side, residential and appliance programs are 21 percent – about half what you see on the utility customer-funded side.  
The ARRA and utility customer-funded budgets for commercial and industrial programs are similar, but the rate-payer program investments in public-sector buildings are pretty modest compared to the 26 percent of budgets in the ARRA-funded programs.  These are schools; they’re state and local government buildings.  These are kind of the projects that appear on lists that the SEOs keep.  These are the shovel-ready projects that are envisioned for Recovery Act funding.  So with the Recovery Act, we see states venturing into territories and markets that have been unserved or underserved by utility customer-funded programs.  
For example, in this first column, you see that Maine and Hawaii invest in transit-centered planning and zoning, to encourage more people to take the bus or the train or walk.  California is doing residential retrofits in rural areas.  Colorado has hired 19 community energy coordinators; these are people already connected in the mountains and rural areas who advise localities on designing energy efficiency programs and local energy plans.  Hawaii is doing a feasibility study of seawater air conditioning for hotels.  It’s piping chilled water in from the ocean bottom miles offshore.  
And in the Northeast, a big oil-heating region, we see multi-fuel programs that are investing in shell improvements for buildings with oil heat – something that utility customer-funded programs have not been able to do.  So let’s talk a moment about, really, the core of what we were interested in with this study, is kind of how did these two types of entities interact?  And the answers are really all over the map, and even varied within a single state, because states have multiple programs and so multiple opportunities for deciding whether to coordinate programs and how.  First off, in no state that we studied did we find zero coordination whatsoever.  
What we did find was that energy offices informed utility customer-funded program administrators about what they were doing.  We call this communication or consultation.  That said, sometimes the two administrators went their separate ways.  They set up different programs in different markets, and sometimes the SEO offered the same sorts of programs in the same markets as the utility customer programs.  Most states, however, had at least one program that we term “complimentary.”  These are enhancements, extensions, or enablers of the utility customer-funded programs.  
For example, a bonus rebate on the same appliances would be an enhancement; adding ARRA-funded rebates at the end of an appliance rebate program funded by utility customers would be an extension.  And we see two flavors of these complimentary programs: negotiated – that is, they talked about it; and non-negotiated – they didn’t really talk about it.  For instance, the governor’s energy office in Colorado went out more or less on its own and put together a web portal that’s a one-stop shop – a clearinghouse, if you will – for information about utility and ARRA-funded rebates, tax credits, available contractors for retrofits.  
So information barriers, transaction costs go down, and utility customer-funded. programs benefit; it’s a big enabler.  Collaboration over here on the far right column – this is more than just kind of, you know, a step beyond; a fuller coordination.  We have multiple pots of money coming together in joint programs in which both parties have significant influence over critical design issues, and they’re working very closely on branding, incentive-setting, who does marketing and outreach, who does workforce training, who does the financing piece.  People are sorting out roles and dividing up responsibilities.  
These complementary programs that we discussed earlier, they can be joint programs.  But with collaboration, we’re talking about a very much more hand-in-glove arrangement.  Hawaii, for example, delegated their ARRA funds to a third-party administrator of the utility customer-funded programs for existing solar hot water rebate costs, but then added low-interest financing, all of it presented as a unified package to the consumer.  So we have some more examples that we’ll talk about in a moment, but first let’s talk a little bit more about coordination as a function of many considerations.  Next slide – there we go.  
And so I wanna make plain we’re not making a value judgment here or advocating that coordination was called for in every case.  Sometimes coordination – at least complimentary or collaboration – these higher forms were not advantageous to the state energy office or the utility customer program, the administrator, or both.  But here’s some of the benefits if the barriers to coordination are overcome, and the biggest is just leverage.  Every program administrator gets more resources towards a common goal: money, partners, expertise, knowledge of the market, mechanisms for delivery.  
You know, these might be trade allies of the utility customer-funded programs, and they might be revolving loan funds from the state energy office.  There’s an opportunity also to mitigate, or at least manage, the potential for confusion and disruption in the market, and there’s also longevity.  More players means a broader base of support for continuing programs, and a better chance of ARRA-funded programs being adopted into a utility customer-funded portfolio after ARRA ends.  Coordination in this sense can be a path to program sustainability.  
And lastly, joint programs offer at least the opportunity for actors to do what they do best, or what other parties are constrained from doing as fully as they would like; in other words, moving towards natural niches, perhaps, in this new energy efficiency landscape.  And so we observed some interesting division of labor in the various approaches to coordination or collaboration, and here are some examples.  State energy offices, they might have financing, but not rebates.  Utility customer-funded programs might have rebates, but often not financing.  
Cost-effectiveness screening for utility customer-funded programs can limit activities that are critical, but have less equally quantified energy savings, such as workforce training or education of their customers.  And for marketing, certainly utilities know their customers, but so does the local township that has an ARRA sub-grant from the state.  So these are only some of the values that program administrators bring to decision-making on the degree of coordination – next slide.  And here we have a partial list of these considerations.  Some of these factors motivated program administrators to create complimentary or collaborative programs, and some did not.  
And on the left-hand side, we have decision factors for utility customer-funded programs; on the right, we have decision factors for the state’s ARRA-funded program administrators.  So this is kinda plays off of the old conventional wisdom charts that Newsweek had – you know, for the fuller forms of coordination, there were up-sides, down-sides; there were considerations that could cut either way.  The green arrows that we see up here at the top – these were positive drivers, the benefits for each party who joined programs: the leverage that we talked about of money, of savings, of expertise and infrastructure, and the opportunity to survive, to last beyond the end of ARRA funding.  
We also see some factors that could cut either way – these blue arrows.  Joint programs can produce either – or can produce both energy savings and economic development, but you have to ask the question are programs designed around a single objective likely to bring both program administrators on-board?  Also the relationships between the agencies’ individuals can matter a great deal.  Depending on the nature of the relationship, they can make cooperation harder or easier.  It’s possible to actually have both in the same state.  At the bottom, the red arrows indicate factors that pretty clearly argue against joint programs.  
Both types of program administrators face some uncertainty over how federal requirements would apply to those programs, and the ARRA-funded program administrator also faced tight spending deadlines.  They couldn’t wait long for clarity and for a partnership to kind of come together.  More commonly, both types of administrators faced having to compromise on their program – you know, the decision of letting someone else influence the design and delivery.  And these are generally up-front considerations, and so especially early in the ARRA grant period, it wasn’t clear that the interests of these two types of program administrators were aligned.  Next slide, please.  Next slide, if you would.  
Thanks – we’d like to go into a little more detail on some of the 12 case studies; just a subset here that maybe illustrates some of these points about coordination and innovation, and we found Hawaii to be a compelling example.  You know, anyone who thinks they’re too small or over-committed to manage these kind of higher forms of coordination, here’s another view.  In this study, we have utilities and state energy offices who decided that coordinating was too much trouble, but some of the smaller states felt they had little choice but to coordinate.  Utility customer-funded program administrator had capacity, experience, and infrastructure to design and administer programs.  
In the smaller states, these were powerful arguments for a high degree of coordination.  In Hawaii, it was collaboration across multiple programs, including some new territory for the state’s third-party administrator, and this wasn’t easy.  It took a memorandum of understanding and a total rewrite of the contract with the third-party administrator – this is R.W. Beck, a subsidiary of SAIC – to enable these joint programs and multiple sources of funding.  The results are intriguing so far.  The new third-party administrator, Beck, and the Hawaii SEO put plans, rebates together, with ARRA-funded recycling centers. 
And for several weeks, the largest of these centers was taking in more than 200 refrigerators every day.  And the SEO is also adding low-interest financing to rebates for solar hot water heaters, and the SEO also has a behavioral feedback program, you know, telling people how much energy they use compared to their town or their neighbors, so they’ll use less.  OPOWER is the contractor, but Beck is the administrator and helped secure access to the necessary utility customer bills.  The third-party administrator is considering each of these initiatives for support in the future by utility customer funds.  
California presents one of the nation’s most extensive collaborations of rate-payer and taxpayer-funded programs, and the benefits could be very substantial, but the collaboration has not been the easiest.  The California Industry Commission and the state’s investor-owned utilities in 2009 were developing statewide programs for residential retrofits on somewhat separate tracks.  The utilities were using $100 million in the residential portfolio funds, and the California Energy Commission was using ARRA funds to meet a new statutory mandate to administer residential and commercial retrofits statewide.  
It became clear to both entities early in 2010 that there could be two redundant programs operating in the same market under different brands, different messages, and different incentives – possibly a perfect storm for consumer confusion.  The agencies and the utilities decided to collaborate, and after a great deal of work, the result is Energy Upgrade California.  Now residential and commercial retrofits in multiple cities and regions are covered by the same brand.  You see that down here at the right, with the trademark – the same packages of improvements, the same base incentives – all of whom are presented to consumers through a single web portal.  
And there’s talk of including some financing choices and other features so that people can assemble a whole work package, from an assessment to upgrade, in a single online visit.  This level of collaboration, though, comes at a cost.  The utilities report intensive, often weekly, coordinating meetings with local sub-grantees to hammer out marketing and design details, and the overarching structure is very large.  There are lots of committees involved.  Decision-making is fairly diffused.  But California bears watching as a test case for full collaboration statewide across multiple programs, multiple players, and multiple sources of money.  
In Colorado, the governor’s energy office had the idea of using rebates and grants where existing utility incentives were somewhat modest.  And so the goal was to boost the market, so these included rebates for energy efficiency equipment in residences and commercial buildings, and also solar and wind installations.  This is the type of complementary program where the SEO and the utilities negotiated the arrangement.  Together, they honed the program details so all Coloradans had access to incentives, and so as not to distort the market where incentives could be combined.  
As a result of these talks, the SEO created a cap formula so customers could get up to 40 percent of the equipment or measure costs when all financial incentives – you’re talking about state, utility, tax credits – were combined.  Under that 40 percent cap, the SEO’s portion was also capped at 30 percent of the total allowable incentive level, so in some cases where the utility offered what the SEO assessed was a modest incentive, the SEO doubled the incentive.  For example, in Denver, a typical residential installation project might cost 800 to $2,000.00.  Xcel offers – the utility there offers a $300.00 installation rebate. 
In this case, the SEO also provides up to $300.00 more, adjusting as necessary, not to exceed the 40 percent cap.  So the SEO is tracking all rebate and grant projects funded by ARRA, and requires the applicants to disclose all funding sources so it has the needed information to adjust the grants or rebates as necessary.  In some cases where a utility rebate already hit the 40 percent incentive cap, the SEO offered no rebate whatsoever.  Next slide, please.  In the Northeast, as I mentioned earlier, we find examples of innovation – new policies with the introduction of fuel-neutral or multi-fuel retrofit programs that tighten the building out of lobe or replace furnaces for homes that rely upon unregulated fuels.  
About 80 percent of Maine’s households and 40 percent of Massachusetts households rely on oil for heating; others rely on propane.  In those homes, building thermal measures – that is, insulation and air sealing – and some heating equipment replacements have not been eligible under the guidelines for electric and natural gas energy efficiency programs.  Maine’s ARRA-funded program complements the existing electric utility customer-funded programs by introducing support for these fuel-neutral measures, including thermal measures that save energy from these unregulated or delivered fuels.  
Maine’s program also may be used to evaluate the feasibility of implementing a new system benefit charge on heating oil and propane to fund thermal efficiency measures and reduce the state’s dependency on fossil fuels.  In Massachusetts, the Oil Heat Council and Conservation Services Group used a $1.7 million SEP grant to administer the state’s first comprehensive oil heat efficiency program.  The program will provide rebates for replacing inefficient boilers and heaters owned by moderate-income families.  In addition, smaller cities and towns are using state EECBG sub-grants to fund these thermal measures in oil-heated buildings.  
Legislation is now pending in both states to put a charge on these delivered fuels for energy efficiency.  The ARRA-funded programs didn’t prompt these bills, as far as we know.  There have been proposals like these in the past.  But the programs provide a proof-of-concept, and they establish the infrastructure for delivering on oil heat efficiency.  Next slide – in Minnesota we find an example of a collaboration on a commercial-industrial program involving a state revolving loan fund and utility rebates.  It’s called the Trillion BTU program.  
The St. Paul Port Authority has experience in financing industrial development, so the state energy office gave $5 million in SEP funds to the Authority for a revolving loan fund.  This financing is combined with rebates and technical assistance from the utility – this is, again, Xcel Energy – and some economic development partners, locally.  Businesses can get energy assessments paid for fully by Xcel, and if the business gives a green light, Xcel pays 75 percent of the cost of the engineering studies. 
And then the program tailors a package of Xcel rebates, loans from other entities, and the Port Authority financing through the revolving loan fund to cover 100 percent of the cost of the identified energy efficiency measures.  The loan payments are structured to be less than the expected energy savings, and so the projects can provide an immediate positive cash flow to the business without the business using any of its own capital.  So far, the program is building a diverse portfolio of projects – foundries, hospitals, large office towers – and has a target of reaching $11 million in projects.  
Again, we have multiple players, multiple sources of money, working very closely, collaborating even on the project level.  Across the Midwest we see investment in programs that drive manufacturing efficiency or clean-tech manufacturing.  Wisconsin stood out – it spent 95 percent of its SEP funds on this alone.  Focus on Energy, which is the umbrella name for the third-party administered efficiency – utility customer-funded efficiency programs in the state has very robust industrial programs, the single largest share of annual energy savings or focus.  The former governor was interested more in transitioning toward a clean-tech economy, with more potential for job creation.  
His Office of Energy Independence wanted larger projects than hocus could offer and more of an economic development thrust.  So state officials developed three revolving loan funds and, respectively, at increasing the production of clean-tech goods, renewable energy goods, retooling existing factories for clean-tech manufacturing, and a fund for increasing energy efficiency and on-site renewable generation for industrial facilities.  Through a memorandum of understanding, the state department of commerce administers the loan fund; they get the applications, make the award, service the loans – rates are very low.  
The requirements for leverage – that is, you know, investment by the applicant – and financing and grants from other entities is pretty high, at 75 percent.  So, you know, what kind of work – what kind of projects are being done here?  Some of the legacy manufacturers are turning to clean tech, and some clean-tech manufacturers are expanding.  And in a state with a fair agricultural sector, there’s a lot going on with bio-power and combined ____ power in the ag sector; for example, making methane from whey at cheese plants.  If you’re like me, you don’t really know what whey is, but it’s the liquid part of milk, and has a sugar, lactose, that can be digested into methane.  
So you can see from the examples that it’s a lot to do with economic objectives – more so than energy efficiency, per se.  So it’s not necessarily a clear reason to collaborate with the utility customer-funded program administrator.  So here I’d like to hand it off to Chuck Goldman, our study’s lead author.
Charles Goldman:
Thanks, Ian.  In this last section of the webinar, we’re going to discuss some implications of our work for future efficiency programs.  We’re gonna offer several recommendations, and highlight the challenges going forward.  As we’ve talked about, for some states, the Recovery Act goals of economic stimulus and job creation were not always aligned with the goal of cost-effective energy savings, which was typically the mandate for administrators of utility efficiency programs.  
We’ve also heard repeatedly that these short-term large infusions of dollars don’t always lend themselves to more enduring changes in the energy efficiency marketplace.  They don’t necessarily produce lasting changes in people’s willingness to invest in energy efficiency.  In terms of time and capacity limits, not surprisingly, the Recovery Act required an extremely rapid increase in the capacity from governmental entities to get out the funds, and delays in that process affected decisions and actions downstream.  
Likewise, uncertainty over the statutory requirements of the Recovery Act – Davis-Bacon prevailing wage mandates, environmental reviews of the impacts of projects required by NEPA, historic preservation review – these tended to limit state options in terms of coordination.  The more uncertainty and the closer states got to spending deadlines, the less appetite they tended to have for fuller forms of coordination and more comprehensive challenging programs.  Other pressures sort of superseded those kinds of interests.  One of the big issues in this study that we found was the issue related to attribution of savings and impacts.  
The attribution claiming those agents and projects that utilized both Recovery Act funds and funds from utility customer programs has been a big issue, and the subject of intense negotiation in several states.  It’s the most critical for administrators of utility programs with performance incentives, or in states that have adopted energy efficiency resource standards with savings targets.  The state energy offices also have a lot at stake here, too.  Saving credit is the key attraction for encouraging joint efforts with administrators of utility customer-funded programs, but the fact is that state energy officers don’t decide this issue – utility regulators do.  And regulators have a number of options.  
In this chart, we show option one: well, they could allow administrators of the utility customer-funded programs to claim full credit for energy savings from coordinated or joint programs offered with state energy offices.  This is what we saw in about half the states.  First, full credit provided incentive for coordination with the state energy office, and the resulting leverage of ARRA funds.  And second, this approach avoided the extra trouble of having to parse the relative contribution of savings from different types of program offerings through EM&V studies.  Giving full credit to the rate payer-funded program administrator was often the path of least resistance.  
The state energy office was happy, the rate payer administrator was happy, and no more work was needed.  Option two: well, you could also negotiate partial or proportional credit for energy savings achieved by both program administrators.  We saw different approaches in each of the three states that took this approach, Hawaii, Maine, and Wisconsin.  In general, the regulators were inclined to provide some type of general guidance, but generally leave this issue of savings attribution to independent EM&V contractors.  The last we checked, Oregon was also leaning in the direction of sorting out relative savings.  
What makes these states different from some of the others?  Well, one factor is that these programs, the efficiency programs that were funded by utility customers were administered by – they were government agencies or third-party administrators.  It’s a different administration model than having the utility do it.  They have a different relationship to the regulators, in some cases, and they have very modest or no performance incentives, so it was less of an issue about taking the credit for the savings.  Option three: you could keep utility customer and ARRA-funded rebate programs separate and distinct, and in this way you would sort of avoid the attribution questions entirely.  
This is what we actually saw happened in New York, where NYSERDA and the utilities happened to be engaged in an ongoing regulatory proceeding with the public utility public service commission that had to do with the kind of programs that were gonna be delivered in New York, how they were gonna comply from an efficiency resource standard.  So it was a pretty confusing situation from the regulatory perspective, and NYSERDA just decided to keep things separate in terms of the programs, and it was one way of sort of not having that be a contentious issue.  
And finally, there’s an option that’s not shown in the chart, option four: you could allow the administrators of the utility-funded programs to receive full credit for the energy savings if they partner with state energy offices using ARRA-funded ARRA funds.  And then you could also, the regulator could increase their overall savings target to reflect this new situation that there were additional funds available to meet the goal.  We didn’t see any examples of this approach in the 12 case study states, but it’s one that is certainly out there.  And there are several states that haven’t resolved this issue – next slide.   
In terms of recommendations for existing programs, most revolving loan fund programs offered by state energy offices will last well beyond the ARRA performance period.  It’s important for DOE and the states to track and monitor the impact of these funds over time – over the next decade.  Dissemination of data about default rates, program administration costs, appropriate interest rates, will be quite useful in evaluating program impacts and informing program administrators and financial institutions for future financing programs.  
Going forward, DOE should also consider providing technical assistance to state energy offices that want to modify their revolving loan fund terms, so they want to target markets, different target markets, in order to focus on underserved markets that most need project finance – it is an option under the Recovery Act.  So you could move funds from public sector buildings to the residential home energy improvement market or the small business market, if a state decided that those markets needed more funding or financing – next slide.  
As a condition of receiving Recovery Act grants, governors of all states committed to the secretary of energy that they would meet statutory mandates to implement the latest residential and commercial energy codes with 90 percent compliance by 2017.  The use of the state energy program grants for these purposes has been uneven, however, and it’s been strongest in states with really fairly up-to-date codes.  Overall, we found that 16 states are spending about $17 million of state energy program funds on code development and enforcement; the majority of this budgeting for code work, about 2/3, is in states that already tend to keep their codes up to date.  
Of the 18 states that either do not have building energy codes or whose codes are significantly outdated – like pre-2006 – only 6 of those states are spending state energy program dollars on code advancement.  We should also note, though, that DOE is also paying contractors from other sources of ARRA funds to help with code implementation and compliance training in some states, beyond the state energy program funds.  DOE’s committed another $9 million in total.  
But we still think that the evaluators of the ARRA program should take a look at whether this level of investment and effort in codes in states that have historically been slow to update their codes is consistent with the Recovery Act requirement to adopt the latest energy codes and achieve 90 percent enforcement by 2017 – next slide.  In several states – well, one of the themes that we wanna point out is there’s sort of more funding for innovation than energy efficiency program design.  
The ARRA-funded state energy programs have been able to experiment and test new program designs, at least partially because they’re not constrained by some of the requirements, like cost-effectiveness screens, that are faced by administrators of utility customer-funded programs.  And also, those administrators also have limits on using program funds to reduce funding for oil-heated homes, for example.  There’s a need for continued support to encourage innovative program designs, workforce development, and market transformation initiatives after the ARRA funds are expended.  
One of the other concepts that we saw in several states was this notion of a resource-efficient loading order at the project level.  On-site renewable energy systems can be significantly more costly than more energy efficiency measures.  The utility customer-funded programs in a few states, like California and Wisconsin, they’ve adopted sort of a loading order that encourages customers to implement cost-effective efficiency measures prior to installing renewable energy systems as a condition for providing incentives for renewable energy projects.  
The evaluators of the ARRA programs may wanna examine implementation practices among those states that offered incentives to implement both on-site renewables and energy efficiency projects, highlight best practices in this area, and assess whether the DOE or the states should include guidance on the design of combined renewable efficiency programs in the future.  With SEP funds, some state energy offices have shown that they can serve as incubators or administrators of program pilots.  We think that this role warrants encouragement in the future, possibly through competitive grants of support.  
If successful, state energy offices could develop a pipeline of new or improved program concepts or designs or uses of emerging technologies that could be included in the program portfolios funded by utility program administrators – next slide.  So to sum up, the Recovery Act set in motion exploration nationwide with new markets, actors, and approaches, including new divisions of labor and additional resources for delivering energy savings.  These activities generated new partnerships, and perhaps a broader constituency for energy efficiency among governments, businesses, residents, utilities, and others.  
The Recovery Act experience to date underscores the difficulties and the potential benefits of a larger, more complex effort at saving energy nationwide.  This experience also suggests that the various recipients of ARRA funds – states, counties, cities – may have natural niches and roles to play in areas where utility customer program administrators have been constrained or reticent.  Examples include workforce development, financing, targeting market segments and customers that are not easily included in utility customer programs.  Some of the solutions that are emerging now will not continue past the Recovery Act funding.  
However, many may persist as important new elements in the future of US energy efficiency initiatives.  Our report can be downloaded from the LBL web site shown here; it’s on the DOE web site as well.  For those of you who want some bedtime reading, we have included a technical appendix, which has a detailed summary of the 12 case study states, and so there’s a lot of material that’s available in addition to this webinar.  We’ve tried to give you a highlight and a feel for this study, and we look forward to the discussion.  Thanks.
Merrian:
Thank you, Chuck.  Is there any audience members who would like to ask questions now?  Please feel free to type them into the question box.  Right now I don’t have any in the queue; I think I’ve answered all of them as we’ve gone.  They were mostly pretty minor here and there, so I’d like to just pause for a moment, give people a chance to ask a few questions, so go ahead and please type those into the box on your screen.  So there’s one question here.  He says the slide on savings only included 11 states, but he thinks that there are 12, which is true.  
What was the 12th state, and how are they handling the savings attribution issue?  Was there only 12 on that?

Charles Goldman:
Well, by my count, I see 12 states: California, Florida, Massachusetts, Michigan –

Merrian:
Yep – it’s 12.  It’s 12, so I think we covered all of those.

Charles Goldman:
I think one state clearly has not resolved the issue: Colorado.  And Oregon hasn’t officially done it, but we indicated which way they’re leaning.

Merrian:
So we have a question here about the situation in California.  It says, “What were the major problems in implementing the California program in terms of integrating multiple partners?”

Charles Goldman:
We’ll let someone – Ian, want to take a shot at that one?  Would you repeat the question, Merrian?

Ian Hoffman:
Yeah, I think – this is still a developing picture, and so I think we would be hesitant to make some observations here.  We were very focused in the study on, you know, what the program plans were, the budgets and so forth, and really didn’t get into the implementation, the execution very much.  That said, you know, it’s clear that there are a lot of moving parts out there for this very – you know, it’s a very ambitious program.  And we have a lot of grantees, a lot of sub-grantees, and you know, the IOUs are really getting into statewide retrofit programs for the first time themselves, so, you know, there’s a lot of wheels being invented on the fly here.  
So, you know, I think we’re also seeing some tension in kind of the emerging relations with contractors.  We’re seeing, you know, some lag in the arrangements for financing.  But, you know, I think a fuller treatment, a more appropriate treatment will have to wait.

Charles Goldman:
Well, I guess I should be clear about scope.  You know, our study was really pretty much confined to program planning phases of this work.  DOE has some independent evaluators who’ll be looking at the implementation of the ARRA programs, and so we tried to set up some issues and some vital – sort of a full background context for those folks, as well as, you know, try to explore these issues.  But we didn’t spend a lot of time on implementation challenges in most areas.

Merrian:
There’s a number of questions here, really, about the attribution side, and a question is if you could describe a bit more on the proportional credit of savings.  You said that there are differences between how each of these three states handled that issue.  Could you say a bit more detail about the different ways they are dealing with that issue?

Charles Goldman:
I’m gonna let Ian do the specifics.  I think at a high level, I think there’s some principles that some of the regulators tried to establish, which is if there was evidence that the ARRA programs and the utility programs were sort of acting together, that they were sort of either joint incentives, joint planning, joint marketing, there was gonna be some – then the administrators of the utility programs would be able to take some much credit for their efforts with using and leveraging the additional ARRA funds.  In some cases, the regulators offered some guidelines about that stuff, about what the minimum conditions were.  
But in general, as I think we pointed out in this talk, many of these states have sort of independent evaluators that sort of look at these things.  And when the issue comes up – if the utilities, if the administrators are on the hook for net savings, the evaluator will look at those programs and make some judgments about that – about what amount of that effort will be able to be attributed.  I think that we also pointed out that in these states – well, I guess I’ll leave it at that.  Ian, do you wanna add any more specific comments?
Ian Hoffman:
Yeah.  Well, just say one specific way in Wisconsin – I think the arrangement is that, you know, to the extent they focus on energy, the third-party admin there was already planning on offering, say, a rebate on an appliance, you know, they get credit for that savings.  And then the ARRA-funded program administrators, the Office of Energy Independence, was gonna take credit for, you know, anything else – any rebating beyond that point, any, you know, appliances that weren’t gonna be covered, or equipment that wasn’t gonna be covered.  
I think Liz may have a little more detail on what Oregon’s thinking was at last check.  And again, keep in mind when you’re looking at the slide, this is, again, as with all of these fundings, this is a snapshot in time, and so things may have evolved since then.

Elizabeth Stuart:
Right.  In Oregon, they talked about apportioning not based on sort of a percentage of funds contributed, but somehow determining how valuable the contributions were, or how critical the contributions were on either side.  And in Maine, they’re also doing – even though Maine, Efficiency Maine Trust doesn’t receive performance incentives for energy savings, it does track savings attributions in order to calculate cost effectiveness.  So it is tracking portions of a project funded by each source to figure out ____ proportional.

Charles Goldman:
This is a technical issue or a comment: some states could have utility programs that focus on what’s called growth savings; any of the savings that occur under the utility program.  Other states tend to focus on net savings, and in net savings, they try to account for people who are free riders, spillover effects, things like that.  And in those states, this attribution issue tends to be more important than in those states which are mostly trying to sort of total up the gross energy impacts.  But again, those practices vary among the states.

Merrian:
So that’s another question – I think this may be for Ian – but were you able to identify a common set of motivations on the part of utilities, and can you just say a little bit more about the most frequently occurring motivations?  And I’ll go to that slide so you can talk from that.

Ian Hoffman:
There we go – one more, I think.

Merrian:
Observed divisions of labor?

Ian Hoffman:
No, I thought we were talking about factors in the coordination decision – is that correct?

Merrian:
Yes.  Why would the utilities – why were they motivated to collaborate?

Ian Hoffman:
Well, if you can turn to that next slide – you know, again, I think, you know, as we were just discussing, some of these utilities, a significant portion of them, have performance incentives.  And now, you know, you’ve got another administrator who’s gotta bring some more resources to the table that are not subject to cost-effectiveness tests.  This is a novel situation for them.  I mean, you know, they face cost effectiveness screening for everything they do, and so now you’ve got some extra degree of freedom.  
And you have more resources on the table for meeting your targets, which, say, in some of these states are gross targets, and so, you know, they’re able to, you know, maybe meet those targets significantly more easily than they would with their own resources, and again, under the constraints of cost-effectiveness screening.  So that’s a biggie.  And, you know, also I think, you know, the issue of managing potential market distortion or confusion, you know, these folks plan and execute their programs carefully.  
And, you know, the idea that somebody else has gotta kind of come into these markets and make some offerings that are maybe unpredictable, or that they have kind of no influence over, that’s, you know, when they’re responsible for meeting their savings targets, that’s potentially disconcerting.  And so they have an incentive there to try and influence what that entry into the market looks like.  I think those are kind of the big, big pluses on the utility side.  On the down-side, again, you know, it’s kind of a natural disinclination to kinda let somebody else say what you should be doing.  
And if you’re gonna engage in collaboration, at least you need to – you know, implied in that is allowing someone else influence over your program design and delivery.  And then there were also the federal requirements.  Any kind of time it took to resolve what those requirements meant in real terms, on the ground, you know, the utilities didn’t necessarily wanna wait for that resolution.
Merrian:
Thanks.  Another question here about – it’s about savings, and whether or not there’s any studies being done on net savings and separating out ARRA impacts with calculating, net to gross, the utilities.  Are there specific studies coming out on that that you guys know about?

Charles Goldman:
I suspect that there probably are some states who may be looking at this issue.  We don’t have a real detailed list of that.  I suspect that the evaluators, that the independent evaluators that DOE has hired for these programs will look at that issue from the perspective of on the ARRA side in terms of attribution of savings.  I think this question, though, focuses sort of on the utility side.  And I can’t give you a more detailed answer, because we only looked at them for the 12 case study states, and we can follow up on that one.

Merrian:
Okay.

Charles Goldman:
But I think this issue of attribution of savings will be looked at, actually, from both sides.  Those evaluators who are looking at the ARRA programs will be grappling with this issue, given the ARRA objectives, and we know that the states are taking different approaches for their utility programs.

Ian Hoffman:
Okay, just the – I think we do specifically expect that kind of approach in Wisconsin and with NYSERDA.  We expect some reporting of net savings out of NYSERDA in particular.  California is an interesting case; California is gonna report gross, but has to arrive at a determination of net savings for the purpose of informing the state’s load forecast.  And so, you know, they’ll wanna do some double counting there, and so it really begs a calculation of the net savings.

Merrian:
Thanks.  So those are all the questions that I have that I think we can answer on this call.  I wonder if there’s any final comments from the panelists before we close?  Okay, then I think we’ll close this session for today.  Again, we really encourage you to check out the full report, which does have details about all of the slides that you saw and also, in particular, the technical appendix, which, if you’re interested in a particular state, will be a good resource to read through and really get a sense of more of the details in each of those states that we did cover.  
I wanna thank everyone for being on the call today, and I encourage you to check out the DOE’s Solution Center to find out about future webinars, and also listen to past webinars.  This webinar will be up on that site in a week or two, along with the slides.  Please let us know if you have any questions.  There’s e-mail also on that site that you can get further information if you’re interested.  Thanks a lot.

[End of Audio]
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