Comments Following First Meeting of the Low-Income Collaborative on Community Distributed Generation (CDG)

The Department of Public Service is to be commended on their work in gathering a group of diverse and knowledgeable stakeholders, and generating an excellent set of discussion questions to begin a conversation that holds great promise for devising innovative approaches to bringing low-income populations into CDG. We are both excited and honored to be able to contribute to this discussion.
We concur with most of the excellent comments made by Adam Conway on behalf of the City of New York. Our one area of substantive difference of opinion is in regard to whether or not low-income participation metrics should be project-specific or program-wide.  We believe that CDG projects should incentivize the participation of low-income consumers on a project level. We favor this approach in that it encourages community development work across income levels, building shared assets between neighborhoods that may otherwise be segregated by income level.  Additionally, as we will explain below, we believe that an incentive program that encourages a mix of incomes in CDG projects will support the development of projects that will have the capacity to self-finance locally, eliminating a very real barrier to low-income participation that was discussed extensively in our first meeting, the unwillingness of traditional sources of financing to underwrite projects, especially those incorporating low-income participants.
While we support the idea of engaging the Green Bank in providing loan guarantees to help with financing, it can be problematic if the role of the Green Bank can be seen to be simply ensuring financier profitability.  In keeping with our name—DE2 stands for “Distributed Energy, Distributed Equity”—we believe that the best social value for the expenditures of public dollars in incentive programs for low-income participation in CDG will come from program designs that decentralize equity stakes in power generation concurrently with decentralizing generation capacity. This is a crucial difference especially for impoverished Upstate areas.  By keeping investment in CDG local, rather than seeking Wall St. financial backing, CDG development can create an economic development benefit as well as a grid stabilization benefit.  The flow of money, just like the flow of electricity, has less transmission loss if it travels a shorter distance. In community economic development terms, one looks to “plug the leaks” of funds from the economies of impoverished areas. Community capital—making use of local investment dollars to capitalize local capital projects—is one way to keep more money circulating within the economy of a hard-hit city or rural region. Project-specific low-income participation goals and incentives seed the process in every locale, no matter how small or isolated, and encourage suburban enclaves of more well-to-do people to collaborate with under-resourced urban areas.
There are several viable approaches to establishing non-traditional finance mechanisms as the means to enable low-income consumer participation in CDG.  As mentioned at our first meeting, DE2 will be working on business plan models that make use of a consumer cooperative structure, which allows for direct investment, via non-voting shares or member loans, on the part of cooperative members with savings to finance the participation of low-income members who would need to purchase their equity stake over time from the savings on their electric bills. Based on experiences in other states, such models are both simple and robust, and, if provided loan guarantees from the Green Bank to spread risk, could also represent very safe investments for the better-off members.  There are, however, other approaches to community capital that would not require a cooperative form of ownership.  Loans made available through Community Development Finance Institutions (CDFIs), with again a Green Bank guarantee, could help connect low-income consumers with institutions that maintain programs for providing banking services for the unbanked, teaching financial literacy, and counseling low-income families on debt consolidation, credit-score building, and saving for education or self-employment efforts.  In some cases, community banks, where they still exist, may have an interest in participating in local efforts to finance CDG for low-income consumers as a part of their community service efforts, or they may be able to partner with community foundations that may be able to provide mission-related investment funds as a loan loss reserve to enable lending at reasonable rates to low-income consumers. Where a suitable municipality or public authority, such as an IDA (Industrial Development Agency) were willing to act as a conduit of funds for a nonprofit sponsor of CDG projects, tax-exempt bonds might be issued, with an effort to sell those bonds within the locality, as well. Another remarkably simple capitalization technique that has worked in some places to raise local capital is a pre-sale of services to consumers who can afford to pre-pay for their electric service. In some instances, as with housing under the VA Bill after World War II, governmental agencies can provide direct subsidized loans for some classes of consumers; if the federal government moves to make such a program available nationally, community capital could be focused on families who do not qualify, but are still low-income.
Solving the finance problem is a key component to the success of this effort.  The typical way the traditional finance sector prices new asset classes, particularly for those with low credit scores, is to initially offer very high interest rates, to offset perceived risk. For CDG, which currently requires some level of subsidy (and/or net metering) to be competitive with ordinary utility rates, a high interest rate is simply not supportable. Additionally, public tolerance for incentives that are seen to subsidize the finance sector has become very limited in the wake of the subprime mortgage crisis.  By incentivizing non-traditional finance approaches, New York could become a leader among the states by enabling early adoption of CDG across the income spectrum.  At the same time, it could be establishing a “track record” for CDG that traditional financiers, over time, may be willing to use to price CDG financing for low-income consumers at rates that make the projects cost-effective. As noted in the NYC comments, policy stability on net metering is required for the success of any finance schema, traditional or not, for this population that has limited capacity to shoulder risk.
[bookmark: _GoBack]The opportunity to accomplish general community and economic development goals concurrently with REV goals should not be missed.  Not so long ago, locally-based electric utilities played a more active role in local economic development efforts, working from the perspective that economic development ultimately resulted in increased profitability for the power company.  REV, as well as utility company consolidation, has changed the details of that picture somewhat, but it remains true that more development in a given locale results in a chance for more utility profitability, as well.  Certainly, helping low-income consumers to accumulate less arrears and experience fewer shut-offs benefits the family, the utility and the community. We look forward to working with this collaborative effort, not only make it feasible for low-income consumers to share an equity stake in DG, but also to design and establish technical assistance programs that can make community development corporations and economic development agencies within our communities active participants in bringing about a just transition to renewable energy.

Respectfully submitted,
Krys Cail, for DE2

