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I. Overview
The Finance Working Group (“Finance WG”) has been tasked with identifying and recommending possible solutions for overcoming the financial barriers that exist for the participation of low and moderate income (LMI) customers in Community Distributed Generation (CDG).  This report will identify some of the many barriers that currently exist to LMI participation in CDG and will discuss in detail some of the current resources that may be available to assist in breaking down these barriers.  The report will also identify activities or best practices in other regions outside of New York State for consideration in future developments.  The Finance WG has discussed some possible options for reducing or eliminating financial barriers to LMI participation and identified those options in this report.  Ultimately, the working group recommends a subset of the possible options for further discussion.
II. Barriers to LMI Customer Participation
The investment required to go solar remains a significant barrier for many families, especially low and moderate income families. Ownership of a portion of a community distributed generation project is generally thousands of dollars, which is a substantial investment for anyone, and especially those whose income falls below the median income.  It is essential, if CDG is to be affordable to LMI customers, that both project costs and financing costs be kept as low as possible.  Given the regional differences in base residential electric rates, savings will be more challenging to accomplish in some parts of the state than in others.
Existing non-ownership financing mechanisms, like leasing or power purchase agreement relationships, enable solar customers to purchase renewable energy with little or no upfront costs. These third party ownership or financing agreements are widely popular in markets across the country, for instance 90 percent of New Jersey’s new residential solar projects use one of these models.
 Nationwide, 72 percent of residential solar installations in 2014 used a third party ownership or financing option.
 However, these models generally require a credit score or debt-to-income ratio minimum for participants and those checks are a barrier to many low-income individuals and families. Additionally, while these programs allow for no up-front costs, financing charges can be high in some instances.
 
Financiers often require credit score minimums for project and individual finance in order to reduce the risk of non-payment of power purchase, lease or loan payments. There is relatively little experience nationwide financing community distributed generation as a whole, and even less experience with community distributed generation or including low-income populations. Currently, CDG is considered a “new asset class” with which financiers have no experience with, which translates to higher risk assessments and a general unwillingness to loan funds.  Financial experts, such as those at the NYS Green Bank, may encourage experimentation with the new asset class, but underwriters will still need to raise the cost of capital and use known factors, like credit scores, to offset that risk.
 
The use of credit scores to filter participants in community distributed generation options adversely impacts low-income individuals and families who have lower credit scores, on average. According to a Federal Reserve study of one form of credit score, individuals in low-income areas had an average score 44 percent lower than individuals in high-income areas. These low credit scores make third party ownership financing arrangements low-upfront cost options too costly, due to high financing costs.
 
Many in low-income communities suffer from low credits scores primarily because they have never or seldom taken out loans. For others, bad experiences with credit cards or student loans may have left them with a poor credit history. In either case, there is often anxiety related to taking out new loans or entering new financial arrangements. For CDG developers and traditional  financial institutions, while mechanisms could be created to reduce or mitigate the risk associated with low-income community distributed generation, these arrangements will be more complicated and often time consuming than a higher-income market segment and therefore less appealing.

The uncertainty surrounding the future of net metering in NYS is also a potential barrier.  In the NYPSC Proceeding in Case 14-M-0101, Reforming the Energy Vision (REV), the Commission noted that they “have also initiated processes to examine long term alternatives that will accomplish the purposes of net metering in a more efficient manner.”
  As the REV proceeding is currently ongoing and the potential for changes to the net metering rate structure and framework still exist, it could make it difficult for developers to guarantee savings to LIM participants over a longer term CDG agreement.
Finally, in its CDG order,
 the NYPSC established a 20 percent low income participant requirement for CDG projects in Phase 1 of the CDG program.  The Finance working group identified several issues with this requirement.  At a high level, it is not clear whether 20 percent participation is the optimal level to provide for both low-income customer engagement and project financial viability.  More specifically, the CDG Order is unclear as to whether the existing 20 percent quota is an ongoing requirement or a one-time initiation requirement. If an ongoing requirement, the potential penalties for failing to meet this threshold post-development are unclear.  Second, project developers must also initially verify a customer’s low-income status, and it is unclear whether the developer can rely on the customer’s own assertions, or must independently verify the customer’s status with an interconnecting utility.  Third, the CDG Order defines “low-income” customers as those receiving benefits under the Home Energy Assistance Program (“HEAP”) or a utility-administered low income discount program, both of which may not necessarily accurately capture all low-income customers.  In combination, these issues add to the financial risk for potential developers when, to the contrary, flexibility is needed during the early stages of the CDG program as project sponsors, utilities and financiers become acquainted with the program.  Per-project low income participation quotas are addressed in more detail in the Incentives and Low Income Oversight Working Group Reports, and are incorporated here by reference.

III. Current Resources Available
The Finance WG has investigated a multitude of resources that are currently available that might offer opportunity for creative solutions that could reduce or eliminate financial barriers to LMI customer participation in CDG.  
A.
NY Green Bank 
NY Green Bank aims to enable greater private investment in New York State’s growing clean energy economy by opening up financing markets and expanding availability of capital.  NY Green Bank is a state-sponsored investment fund dedicated to overcoming current obstacles in clean energy financing markets and increasing overall capital availability through various forms of financial support such as credit enhancement, project aggregation, and securitization.
  NY Green Bank partners with private sector clients to address and alleviate specific gaps and barriers in current clean energy capital markets through a variety of approaches and transaction structures.

NY Green Bank offers several ‘product types’ to address gaps and barriers in clean energy financing markets:

1. Credit Enhancements: Credit enhancements can be structured to absorb a portion of losses that may be incurred in project-specific loans or leases and alleviate some of the default risks associated with clean energy loans or leases in return for a risk-appropriate fee. 

2. Warehousing/Aggregation (Short-Term): Many creditworthy clean energy projects are unable to attract the kind of financial interest needed from the commercial markets due to their relatively small size (i.e., in comparison to utility-scale projects). To address this financing gap, NY Green Bank works in collaboration with an aggregator – tasked with building a portfolio of qualifying clean energy projects – while NY Green Bank serves as a portfolio lender or provider of a "warehouse facility", with the intention of realizing its investment in the portfolio through sale to commercial market participants as new asset classes and liquidity are created. A warehouse facility is a type of financing product where funds are advanced to a borrower to facilitate the completion over time of a series of qualifying projects that together aggregate into a sizable portfolio with respect to which there may be greater interest and long term investment alternatives in the commercial markets than might otherwise be available to finance each individual project. During the period (which could be a number of years) over which a particular portfolio of projects is being built or aggregated, the underlying facility is considered to be a "warehouse" in the figurative sense that it is the "place" where each developed and developing project is "held" as the larger portfolio of projects is built during the facility term.

3. Asset Loans & Investments (Long-Term): Asset loans and investments are made along with other private sector capital providers, and involve the provision of longer-term products. These can be advanced to projects through senior, mezzanine or subordinated debt facilities and/or in certain cases, equity.

4. Composite Products: Complex structured investments involve NY Green Bank potentially playing multiple roles in a single transaction. For example, a NY Green Bank investment could include subordinated debt, an equity investment and a loan loss reserve, all combined to create a tax equity fund to attract senior debt and tax equity investments by one or more private sector entities.

B.
Community Reinvestment Act (CRA)
The Community Reinvestment Act is a possible means to overcome some of the barriers identified as preventing low and moderate income households from accessing credit in order to participate in CDG as owners of a share of the shared generation installation. In its capacity as a source of funding and financing for community development projects in low and moderate income neighborhoods, it also might serve as a mechanism for CDG project funding and/or financing, where community based organizations organize CDG project participation.
As background, the Community Reinvestment Act (CRA) was passed in 1977 to encourage commercial banks and savings associations to meet the needs of customers throughout their communities, particularly low- and moderate-income households. Federal regulatory agencies assess federally regulated banking institutions for compliance when those institutions apply to open new bank branches or merge with/acquire another bank. 

The Board of Governors of the Federal Reserve Bank describes the CRA as:
The Community Reinvestment Act is intended to encourage depository institutions to help meet the credit needs of the communities in which they operate, including low- and moderate-income neighborhoods, consistent with safe and sound operations. It was enacted by the Congress in 1977 (12 U.S.C. 2901) and is implemented by Regulation BB (12 CFR 228). The regulation was substantially revised in May 1995 and updated again in August 2005.

It is feasible that, working in cooperation with CDFIs (Community Development Finance Institutions) and/or directly with the NYS Green Bank, banks could extend credit to a project sponsored with LMI families for the purpose of buying into CDG.  To enhance the “safe and sound operations” requirement, the Green Bank, either directly or through participating CDFIs, could perform a “warehousing” function in advance of the development of a secondary loan market for CDG equity share purchasing loans to LMI consumers.  By acting as an interim buyer of these loans, Green Bank would facilitate the capacity of the banks to offer them to LMI consumers, as the risk of holding the loan over the relatively long (20+ years) term of the loan would not remain with the bank.

C.
Cooperatives
New York has many kinds of existing cooperatives; consumer, energy, finance and worker co-ops. Cooperatives are common in the energy sector, although they are most common in the Midwest, where many were formed under the Rural Electrification Act.  Currently, 13 percent of energy customers in the US obtain their electricity through a cooperative, although in New York State basic electric service is provided overwhelmingly through investor-owned companies. In the era in which most electric utility cooperatives were formed, they owned and operated large, centralized generating facilities and served large numbers of customers. As we move into an era of more small-scale and distributed generation, other forms of cooperatives are being developed to own and operate CDG facilities. This form of organization has some particular advantages in the financing of CDG facilities for low and moderate income consumers.

One of the central principles of consumer cooperatives is that they exist for the benefit of members.  In general, that tends to translate to a commitment to keeping prices as low as possible, which is helpful in bringing CDG within range of the budgets available to LMI consumers. Additionally, depending upon the structure of the project financing, consumer cooperatives may have the capacity to allow LMI consumers to buy in, or acquire their “equity share,” over time, from the savings on their electric bill, eliminating the need for financing up-front capital to join the CDG cooperative.

Cooperatives also have a project financing advantage, where they include both LMI consumers and consumers of more substantial means as members. The members of a cooperative are not bound by typical SEC investment requirements; there is a cooperative exemption.  Therefore, ordinary cooperative members are allowed to purchase preferred shares (non-voting stock held as an equity investment) or offer member loans (fixed-term loans to the cooperative from its members) without the ordinary requirement that they be qualified investors (defined by the SEC as an investor with more than $1 million in invested assets aside from their primary residence). This capacity to raise capital from within the membership allows a cooperative to engage its more financially prosperous members in extending initial development capital as an investment; this, in turn, makes it feasible for LMI members to pay their equity share into the cooperative over a longer period of time, as they realize savings on their electric bills from their membership.  

Economist Michael Shuman has studied and promoted the cooperative model as a means of raising capital from within a local community, and writes about it extensively in his book Local Dollars, Local Sense. He explains it in an interview about the book:
Cooperatives are largely creatures of state law, and most states do not consider coop memberships “securities.” That means for most of the past century one of the few affordable methods by which the non-wealthy 99 percent of us could invest in local businesses was through coops. In my book, Local Dollars, Local Sense, I explore how consumer coop members are investing in their own coops (many grocery coops, for example, finance new stores through loans from their members), in coop revolving loan funds (like the La Montanita Coop in New Mexico), or in supplier businesses (the business model for Coop Power in Western Massachusetts is to invest in a cluster of local energy businesses). 

The example cited of Co-op Power is a relevant one in consideration of the cooperative model in the development of CDG.  Although Co-op Power cooperative was initially organized to provide its members with energy efficiency services, and bulk buying discounts on wood pellets and biodiesel, and home-based solar PV equipment and installation, it has evolved along with Massachusetts as remote net metering and CDG have come into the market. Currently, Co-op Power is developing CDG in MA, NH, VT and NY, using its cooperative-based model. Its first community solar installation, in Vermont at the Brattleboro Food Co-op, has been followed by additional organizing to bring about a number of replications across the 4-state area.
Community Solar incorporates some the best things Co-op Power strives for: community ownership, sustainable energy, green jobs, and lowering carbon emissions. In the past year, Co-op Power has developed the infrastructure to support groups of people coming together to own a solar electric array in cooperation, or to have Co-op Power own an array on your behalf. The 30.6 kW array on the Brattleboro Food Co-operative was our first installation and now we want to bring community power to you! There is so much we can accomplish together.

Co-op Power’s strong commitment to a multi-racial, multi-class cooperative development model ensures that low and moderate income people are able to participate, but it also ensures that higher income members are available to help finance the projects.

Another example of a cooperative model for shared solar at the community level is Cooperative Energy Futures of Minneapolis, MN.  They have a similar suite of services to those offered by Co-op Power, and are in the process of organizing and developing their first “solar garden,” in collaboration with a church in a low-income community and the local chapter of the Sierra Club. They describe themselves on their website as:
We are an energy efficiency cooperative based in South Minneapolis and serving members across the Twin Cities. We offer products and services to help you save energy and money in your home, but more than that, we work to help you connect with your neighbors to build the energy future that you want to see. 

The Shiloh Temple solar garden project in Minneapolis is a collaborative effort, initiated originally by the church, which sought out appropriate partners. The project contains job training elements as well as opportunities for community residents, businesses, and faith-based organizations to save money on their electric bills. 
The more than 200 kilowatt (kW) solar garden project is the culmination of a goal by a faith-based nonprofit to develop community solar in a disadvantaged community and use the project for job training and employment creation.

Minnesota Interfaith Power & Light (MNIPL) and the Sierra Club were among the lead organizers.

“We put together the coalition to make sure communities of color and low income communities have access to solar,” said the Sierra Club’s Karen Monahan. “All these community solar installations will create jobs and we’re trying to make sure communities of color are part of that.”

D.
Community Development Finance Institutions
New York State has a robust network of CDFIs.  A CDFI is defined by the CDFI Coalition, the national organization representing them, as:
Community Development Financial Institutions (CDFIs) are private-sector, financial intermediaries with community development as their primary mission. While CDFIs share a common mission, they have a variety of structures and development lending goals. There are six basic types of CDFIs: community development banks, community development loan funds, community development credit unions, microenterprise funds, community development corporation-based lenders and investors, and community development venture funds. All are market-driven, locally-controlled, private-sector organizations.
CDFIs measure success by focusing on the “double bottom line:” economic gains and the contributions they make to the local community. CDFIs rebuild businesses, housing, voluntary organizations, and services central to revitalizing our nation’s poor and working class neighborhoods. The positive effect that CDFIs have on their communities should not be underestimated.

Some CDFIs are organized as cooperatives—credit unions are typically cooperatives—and so combine the advantages of the cooperative form with the advantages of the designation conferred by the US Department of the Treasury as a CDFI. This certification by the Department of the Treasury provides access to the CDFI Fund, which can help in providing capitalization to low income neighborhoods.
The Community Development Financial Institutions Fund (CDFI Fund) plays an important role in generating economic growth and opportunity in some of our nation’s most distressed communities. By offering tailored resources and innovative programs that invest federal dollars alongside private sector capital, the CDFI Fund serves mission-driven financial institutions that take a market-based approach to supporting economically disadvantaged communities. These mission-driven organizations are encouraged to apply for CDFI Certification and participate in CDFI Fund programs that inject new sources of capital into neighborhoods that lack access to financing.

In addition to federal capital funds, CDFIs are also recognized by a number of state-level programs around the country as the go-to financial institutions when there is a need to reach consumers and entrepreneurs in low-income neighborhoods.  In New York, Empire State Development has a program, Community Development Finance Institution Assistance Program, aimed at providing micro-loans to businesses that would not qualify for traditional bank financing.  This program also provides financial technical services and business development.  It could possibly serve as a base for a program to work with project sponsors and developers in low and moderate income neighborhoods.

Preliminary contacts with representatives of New York’s network of CDFIs have led to an expression of interest on their part to work with the NY Green Bank to explore how they might work together to meet the needs of their target populations for credit in order to participate effectively in CDG.  

E.
Hospitals as Leverage for Community Solar
Under the Affordable Care Act, hospitals are required to do a community needs assessment every three years and invest in improved community health outcomes and improved consumer protection programs.  Detailed information of this provision can be found in a brief outlined by Robert Wood Johnson
.  Failure to comply will result in the loss of the IRS-designation of nonprofit status – a tremendous blow to the fiscal health of a hospital.  How these assessments are rolled out is quite scattered and vary in level of community engagement.  But advocates across the nation are leveraging this provision to advance intersectional justice issues around healthcare.  

For example, given the severity of food-related diseases impact on community health, the Kaiser Hospital system in the Bay Area of California is working with grassroots communities to include issues of healthy food affordability and access into its needs assessment.  The plan is for the hospital system to do better food procurement practices for its meal program, sponsor and offer up space for community education on healthy foods and providing farmers markets, and in even some circumstances sponsoring community gardens providing healthy foods to the neighborhoods. 

There is deep research that shows that energy insecurity and home health hazards are two major health factors that create obstacles for improved community health.  In fact, research in Philadelphia shows that residents facing food insecurity also faced housing and energy insecurity leading to increased issues of asthma, the flu, and hypothermia, while others faced sickness and even loss of life because of fires due to unsafe heating practices (such as using the oven to heat a home).  Potentially, there could be ways to leverage this community needs assessment to incorporate energy insecurity and in-home health hazards.  By doing so, hospitals can better understand a major root of community health problems and invest in improved outcomes such as removing lead paint or increased efficiency.  

How does solar fit into this equation?  Hospitals have a high demand and reliance on energy.  Further, Hurricane Sandy exposed the challenge hospitals faced when they are knocked off the grid.  Hospitals could invest in a solar and battery storage system to help build resilience and also provide a dependable and consistently priced energy system.  But to better the community, rather than go the route of complete hospital ownership, it could offer up community-ownership in a shared-solar project for the solar production.  Combined with efficiency and removal of in-home toxins, community residents could be community owners of a hospital solar array thus decreasing their energy bills allowing for the savings to be invested in other issues identified by their community like healthy food purchasing. 

F. 
New York Power Authority (NYPA) 
NYPA is involved in a number of ways in energy efficiency and renewable energy programs across New York State.  It is a lead agency on the Build Smart Initiative for government agencies. The potential exists for leveraging NYPA’s experience and offerings in their existing programs to create a CDG financing option that could benefit LMI customers.


NYPA currently manages the Five Cities Program, which included the joint development of comprehensive energy plans with each of the cities for efficiency and renewables. Since the completion of the plans which include a list of recommended projects, NYPA is providing several types of assistance to these cities which include Buffalo, Rochester, Syracuse, Albany and Yonkers.
· Technical Assistance: Staffing in the form of energy managers, analysts or other needs for the City. At least one full time employee per city, located in the city government.
· Financial Assistance: In 2015, approximately $4 million in grants were allocated to the five cities based on population. The grants were intended to help to implement the program, obtain energy savings and use the savings to reinvest in additional programs. In this way it functions as a revolving loan fund.
The State Energy Plan advanced the idea that the Five City program would be a model for other small cities and communities around the state. NYPA is currently in the planning stages for this broader program with rollout in the 2017 timeframe. 

In preliminary discussions NYPA indicated interest in exploring potential support for LMI customers and CDG. NYPA could offer very low interest loans at around 1 percent. This would need further exploration and discussion with NYPA that includes specific project details. 

G.
Comptroller 

The office of the New York State Comptroller controls large sums of investments in the form of the pension funds for state employees.  They are limited to very conservative type of investment because of their fiduciary duties.  Investments are primarily in private and public equities and bonds. 
There is an in-state NY Business lending program, which lends to NY businesses with a track record. This could apply to businesses associated with CDG.
However, the Best opportunity here is that the Comptroller has invested millions of dollars from the pension funds in the Community Preservation Corporation which is involved in building restoration and rehabilitation, and offers a mortgage lending program. CPC also has a green financing initiative focused on energy efficiency initiatives—but they might be open to expanding to include CDG. 

Community Preservation Corporation (CPC) & Community Lending Corporation (CLC) merged in 1995. CPC became a state-wide organization with new offices in Albany and Syracuse. CPC offers one stop financing solutions for multi-family housing developers.

H. 
Pension Funds
The magnitude of the pension fund investments and the long term successful experience of investing with CPC mean that there is a significant opportunity for CPC to be an anchor institution for the development of Low Income Community DG, assuming careful planning and negotiations with leading state agencies.  

In 1984, The Police Pension Fund and the New York City Employees Retirement system agreed to provide forward-committed, permanent take-outs for CPC construction loans, essentially freeing-up significant monies for reinvestment. These agreements were the first in the nation entered into by public pension funds to invest in the rehabilitation of older, multi-family housing.  The New York City Teachers Retirement System and the New York State Common Retirement Fund both joined with their own commitments in 1991. The Pension Fund of the United Methodist Church joined in 1998.  Collectively, the pension funds have committed over $750 million through CPC.
I. Tax-Exempt Bonding through IDA (Industrial Development Agencies)

Non-profit sponsors of CDG may be eligible to work collaboratively with local economic development organizations to issue tax exempt bonds on their behalf for project-level financing. Depending on the response to the bonds in the market, this can lower interest rates.  The overhead cost of offering such bonds makes them not feasible for amounts under about 1.5-2 million in financing. Additionally, nonprofit institutions would require the credit rating and debt/equity ratio to warrant a low interest rate.  However, for large institutional sponsors, such as hospitals or universities, this approach can reduce financing costs.

J. 
Other NYSERDA Programs
The Working Group also evaluated financing offerings by NYSERDA to determine if there were options available to low to moderate income customers to encourage participation in Community DG projects.  NYSERDA provides energy efficiency programs that are designed to assist low income customers; however, financing options are limited
.  Consultations with NYSERDA have resulted in identifying the commercial Green Jobs-Green NY (“GJGNY”)   as a potential option, although it’s not evident that this financing option would provide an incentive for low to moderate-income participation in Community DG. 
   It is also this Working Group’s understanding that NYSERDA is currently developing an incentive program to promote solar technologies for LMI communities.  This program may provide additional streams of funding for potential CDG project sponsors or to LMI customers themselves.
K.
Green Procurement Program
New York State through Executive Order No. 4 established a Green Procurement program which seeks to impact markets for greener and sustainable products and services by utilizing the state’s approximately $9 billion annual purchasing. Commissioners of Office of General Service and Department of Enviromental Conservation are Co-Chairs of an Interagency Committee implementing the Order. 

Bulk purchases and specifications enable others, such as state universities, educational institutions and local governments to purchase from the state bulk purchase lists. This tackles financing from another direction – by reducing the costs of the products. Photovoltaics and solar thermal are both products currently on the state list. 

IV. Approaches in Other States
Other states have taken different approaches to financing low income solar projects.  The following information, as provided in the article “State Policies to Increase Low-Income Communities’ Access to Solar Power”, by Ben Bovarnick and Darryl Banks, which is provided in Appendix C, summarizes activities in other states that could be contemplated for New York State given appropriate support via legislation or the NYPSC.   Examples include:
A.  
California - California launched the Go Solar California campaign in 2007 with a goal of deploying 3 gigawatts of photovoltaic power to homes and businesses by 2016 and financed with a total budget of $3.3 billion over 10 years, collected through a charge on electricity distribution.6 The largest component of the program, the California Solar Initiative, or CSI, reserved 10 percent of its budget, or $216 million, to support the adoption of solar power by low-income families. This budget is divided between the Single-Family Affordable Solar Housing, or SASH, and Multifamily Affordable Housing, or MASH, programs.

In addition to CSI, the state launched the Solar for All California program in 2010, which directly invested a portion of its annual Low income Heating and Energy Assistance Program, or LIHEAP, funding to support solar deployment for LIHEAP eligible homeowners.

B.  
Louisiana - PosiGen, a solar leasing company, has developed a low-income solar system leasing model that has successfully installed more than 4,000 systems since 2011. PosiGen has leveraged Louisiana’s 50 percent tax credit on purchased solar systems, 38 percent tax credit on leased systems, and the federal 30 percent Residential Renewable Energy Tax Credit to reduce the costs of financing photovoltaic systems. In order to capture the full value of the credit, PosiGen leases the systems from U.S. Bank, which owns the panels.  To further reduce costs, PosiGen has secured financing on community redevelopment terms, which can be more favorable than standard agreements.  Sixteen other states currently offer residential renewable energy tax credits to offset a portion of solar system costs similar to the PosiGen model in Louisiana.

C.  
Colorado - Colorado passed the Community Solar Gardens Act in 2010, which allows Colorado homeowners to purchase shares of centralized solar installations. Community solar gardens, or CSGs, allow homeowners who would not otherwise have the necessary rooftop space to purchase solar power.16 Colorado’s legislation is unique in that it targets low-income households by requiring that 5 percent of the electricity from each CSG be reserved for subscription by low-income households in order for the CSG to qualify for state Renewable Energy Credits.

D. 
Vermont- 10 Percent for Vermont: State legislation enabled the State Treasurer to lend 10 percent of state bank deposits to provide long term fixed rate loans for renewable energy projects in this state. 

V. Possible Solutions
Based on the research provided in this report, the Finance WG has identified various options or strategies that could be further considered to better enable LMI participation in CDG.  
A.
Engage Community Development Financial Institutions (CDFIs) As Front-line Financing Retailers in Low-income Communities, In Collaboration With:

· CDG Developers/Installers

· Landlords and Utilities

· Individual Savers Interested in Mission-based Investing

· Nonprofit Community-based Organizations

· Charitable Foundations Interested in Program-related Investing

· Banks Discharging Obligations Under CRA (Community Reinvestment Act)

· Cooperative CDG Sponsors

· NYS Green Bank, Through an Aggregating Entity

The acknowledged experts in successfully engaging low income populations in financing arrangements that build wealth and stability are Community Development Finance Institutions. These CDFIs are so designated and funded by the US Department of the Treasury.  The CDFI that addressed our Collaborative, Alternatives Federal Credit Union, is typical, although somewhat exemplary, in that they were selected Community Credit Union of the Year last year, or best among their peers in the country. Founded in 1979, their mission is representative of CDFIs around the state: “To build wealth and create economic opportunity for underserved people and communities.”

The CDFI Coalition defines the purpose of these financial institutions in this way:

“Community Development Financial Institutions (CDFIs) are specialized community based financial institutions with a primary mission to promote economic development by providing financial products and services to people and communities underserved by traditional financial institutions, particularly in low income communities.”
 

Alternatives Federal Credit Union highlighted some of their existing programs that help them provide holistic financial services to their target population.  By a combination of tailored financial services and education, they are able to successfully serve populations that other financial institutions are not able to serve successfully.  In many cases, their programs involve collaborations that enhance their capacity to reach low income populations with products and services that meet their needs—and this collaborative approach may be extended to the provision of both personal and project financing for low income participation in CDG.

1. Collaboration with CDG Developers to Offer Lower Interest Rates
One collaborative approach that Alternatives has used in financing rooftop solar might easily be extended to CDG.  Alternatives currently partners directly with a local solar developer/installer to offer an unsecured Energy Efficiency Home Improvement Loan.  While credit scores of 680 or below typically qualify for a 6.49 percent interest rate for this product, when the loan is offered to customers by the solar installer/developer, through the partnership, that company buys down the interest rate, and the loan is available at 3.99 percent. Currently, customers must make an appointment to come in to Alternatives to process the loan. However, they envision developing products that could be offered directly by solar installers/developers. This offers low-income families the convenience of obtaining financing directly at the point of purchase, an important benefit for people who often face difficulties with transportation, getting time off work during “banking hours,” and/or arranging child care to attend appointments.

2. Collaboration with Landlords, Utilities, and Others to Assess Creditworthiness
Another way in which Alternatives, as well as many other CDFIs, uses collaborative approaches to be able to offer affordable loans might also be applicable to CDG financing. Like all financial institutions, CDFIs operate in a very dense regulatory environment that inhibits their capacity to extend credit in situations in which doing so would represent a bad credit risk. However, many low income people do not have bad credit so much as they have no established credit history. To a traditional lender, that results in being offered the same high interest rate that an individual with a poor credit history would be offered. An alternative approach is to make use of transaction histories with the institution itself, and also, with the borrower’s permission, use payment histories with landlords, utilities, or other monthly billing entities, to verify the borrower’s creditworthiness. This is standard practice in CDFIs, which are staffed to accommodate use of the method, as it is more time-consuming than simply checking a credit score. It requires the enhanced staffing patterns that are inherent in the CDFI mission-driven, Department of the Treasury funding augmented business plan.

3. Collaboration with Individuals and Entities Willing to Make Linked Deposits

Alternatives Federal Credit Union has a mission to serve the underserved, but also has better-off members (credit unions are cooperatives, so those who use their services are members of the institution).  These middle and upper income members share a commitment to the CDFI’s mission, and are often interested in depositing their savings in a mission-driven manner. Alternatives has developed some savings products aimed at this segment of their market that are linked to providing affordable interest rate loans to lower income families.  The “Green CD (Certificate of Deposit)” program is intended to allow certificate holders to invest their savings in a fund that makes more renewable energy and energy efficiency loans available.  In this program, funds are not directly available as a loan loss reserve, but simply increases the pool of available capital. Savers who choose the “Green CD” product accept a rate of interest that is somewhat below market rate, but do so willingly for the additional intangible benefit of knowing that their investment is serving the purpose of stimulating more energy efficiency and renewable energy projects. As the concept of “socially responsible investing” has grown exponentially over the past two decades, savers and investors seeking such arrangements have become ever more common in the market, and often include high wealth individuals with significant assets available to deploy.

It is also possible to design products that do function as a loan loss reserve, which can reduce interest rates further. This concept of linked deposits creating a pool of available capital within the CDFI is a common approach, and can effectively be used in a number of ways.  The deposited funds act to securitize the lending, and, as such, enable the CDFI to extend credit in situations that would otherwise lack sufficient security for the regulatory examiners to approve the transaction.  

The same concept of linked investing to enable extending credit to otherwise unbankable borrowers is used in a program that Alternatives calls “Partnership Lending.”  In this case, the selection of eligible borrowers is made by nonprofit, community-based organizations (CBOs) that partner with Alternatives, from among their client base. The concept is to develop a portfolio of loans for a purpose defined by the nonprofit CBO as of benefit to their clients. Participation in CDG could easily qualify as such a purpose.  In the early years of the partnership, the CBO keeps an interest-bearing linked deposit at Alternatives equal to the amount lent, which is available to Alternatives to draw on as a loan loss reserve, in the case of non-performing loans. However, as an experience rating for the CBO’s clients as a group is established over time, for the lending portfolio as a whole, it is possible for the CBO to reduce the amount kept on deposit as a loan-loss reserve to an appropriate fractional percentage.  Additionally, as borrowers repay principal and savings interest accrues, new borrowers selected by the CBO partners can use the same funds as loan loss reserve that previous borrowers made use of earlier.  This approach allows a nonprofit CBO to accomplish much more CDG participation than they would be able to through direct grants to their clients, and it also has the advantage of allowing them to assist their clients in developing good credit, which can help them to access other life-changing assets, such as a home or equipment for a small business.

Many charitable foundations are coming to recognize that their missions can be furthered by engaging in similar extension of the value of their giving in partnership with organizations such as CDFIs. Known as “mission-related investments,” many philanthropic organizations are choosing to invest their endowment funds in mission-driven financial institutions, such as CDFIs, at somewhat below market rates, in order to enable those institutions to loan funds for activities that are in line with their charitable missions.  There are a large number of charitable foundations that include the development of renewable energy and/or building wealth and security for low-income populations among their objectives.  Such foundations might choose to make linked deposits to enable a CDFI to directly offer a reduced-interest-rate loan product for CDG participation (or project financing for CDG development that included a significant low-income component), or they might underwrite the participation of a nonprofit CBO in a partnership lending program. Program-related investing offers significant advantages to the foundation, as it is possible to characterize any funds lost in a linked deposit account as philanthropic, mission-related giving.  Essentially, rather than a philanthropy simply giving grants to promote CDG participation by low-income populations, they deposit funds to enable affordable loans for the same purpose. Most of these loans are repaid from the savings that the low-income consumers realize on their electric bills, becoming available to others for the same purpose. What small percentage is not repaid is simply expensed by the foundation as a grant for the same purpose.

Another source of linked deposits for CDFIs is actually the traditional banking sector. As a component of their regulatory compliance, all banking institutions must comply with the Community Reinvestment Act, or CRA.  This regulation requires that banks that have depositors in low-income communities, but do not maintain bank branches, or offer loans in sufficiently large numbers, in those same communities, make compensatory efforts to “reinvest” in those neighborhoods.  As low-income communities typically include mostly people who do not quality for traditional bank loans, but may maintain small checking or savings accounts, many banks incur these CRA obligations, and must discharge them. The reinvestments can take a number of forms, from paying for financial literacy or job training efforts to building affordable housing.  One popular approach for complying, however, is for banks to simply make low-interest deposits in CDFI institutions that are successfully making loans in the low-income neighborhood.  These deposits can also serve as collateralization for CDG participation or project financing, as above explained for charitable foundations.

4. Collaboration with CDG Sponsors Organized as Cooperatives

There are multiple ways in which CDFIs are organized—some are actual banks, some are loan or venture funds focused on business development—but, most are community development credit unions.  All credit unions, CDFI or otherwise, are organized as cooperative corporations, and as such, are owned by their depositors.  The advantages of the cooperative form of business organization for the sponsorship of CDG are explained elsewhere in this report.  However, one aspect of CDFI collaborative opportunity is specific to those community development credit unions, which are organized as cooperatives. This is again related to the missions of the organizations.    

There are a set of universal cooperative principles, known as the Rochdale Principles, that are held in common by most organizations using the cooperative business form. The sixth of the seven Rochdale Principles is: “Cooperation among Cooperatives: Cooperatives are autonomous organizations, but they work together to facilitate communication across cooperatives and strengthen the cooperative movement.”  This can take many forms, but certainly does result in network formation between Community Development Credit Unions and the other credit unions across the state, as well as between them and other cooperative businesses in their communities. As any of these cooperative businesses might, in future, become the sponsor of a CDG project, these pre-existing communicative networks represent significant marketing advantages that CDFIs could leverage to the benefit of their missions, as they relate to low income populations gaining access to CDG.

5. Collaboration with the NYS Green Bank, Through an Aggregating Entity

To ensure that CDG participation by low income populations is affordable at scale, it is essential that efforts to keep all costs as low as possible be made. That includes financing costs, and the above-mentioned approaches seek to use all available collaborations to reduce the cost of financial services to the end-user.  However, as these approaches are each limited, as we envision moving quickly to scale, it will be necessary to also plan how to best make use of more expensive, market-rate capitalization.  To this end, a representative group of CDFIs met with NYS Green Bank representatives to explore how to begin such collaboration.

As per meeting with Green Bank representatives Caroline Angoorly (COO and Managing Director) and Sarah Davidson (Senior Associate), the Green Bank is interested in assisting developers or other intermediaries that can aggregate CDG projects for them and present them as a group.  The dollar value of individual CDG projects is too low to interest their capital partners on a one-off basis. However, an aggregated group of CDG projects financed by CDFIs would be of great interest to the Green Bank, and they would be very open to proposals to provide loan guarantees, loan warehousing, or other credit enhancements to help stimulate the capitalization of groups of CDG projects serving LMI consumers.  It was discussed that there was some possibility that NYSERDA might also participate, through offering specialized incentives, in such a partnership to develop multiple CDG projects. 
Unfortunately, even the largest of the CDFIs represented at the meeting did not envision developing a portfolio of CDG projects large enough to reach the critical mass Green Bank representatives explained their capital partners required. Therefore, in order to make collaboration of this type operational, an aggregating entity would be required to combine the CDG loan portfolios of multiple CDFIs.  Green Bank staff was enthusiastic about a cooperative model that might link CDG projects through a central, hub cooperative that provided back-office support and technical assistance, as well as capitalization, to a group of contractually-linked local cooperative CDG projects, financed by local CDFIs. Green Bank staff members are reaching out to Rocky Mountain Institute to ask them to consider providing technical assistance to groups interested in developing an aggregating mechanism whereby Community Development Finance Institutions (CDFIs) in New York State could offer loan products to LMI consumers for CDG participation. This might include a means to aggregate loans to individual families for participation, as well as aggregation of entire CDG projects.  However, the target range of $5-to-50 million per Green Bank deal represents a large aggregation of loans to individual consumers, so, significant scale would be required.  Green Bank representatives are ready to continue the conversation, perhaps providing a loan warehousing function at the onset in order to build the loan volume necessary to create the size portfolios their operations require.

It should be noted that collaboration with Green Bank on such an approach, using an aggregating entity, would also create an ideal environment in which to collect aggregated data regarding the success of low income loan products in reaching the target population. Concurrently, it would establish a “track record” of performance for CDG with low income inclusion as an asset class, leading to more widespread comfort with the model on the part of market-rate capital sources, which, in turn, lead to lower interest rates being offered to such projects as they are successfully replicated around the state.
B.
The Co-op Model / Minnesota Flip Model

Information on general financing advantages of the Co-op model can be found in the “resources” section of this report.  An additional advantage of the Co-op model is that it can be combined with another financing model, the Minnesota Flip, to allow tax equity investors to participate in a way that supports community ownership and management.

The Minnesota Flip business model was designed as a response mechanism to encourage the use of federal incentives for community-owned wind projects. The model allows local owners to own a significant portion of a wind project, while partnering with an equity investor that can use the federal production tax credits (PTCs) generated from the operation of a qualifying wind project. Both parties would form separate project limited liability companies (LLC) to own and operate the wind project. The LLC owners include the tax equity investor and another LLC that is made up of local owners. Usually, the equity investor will reimburse the local owners for their expenses incurred during the predevelopment phase; including permitting, wind studies, interconnection and transmission studies, finance and acquisition of wind turbines and pre and post-construction costs. The LLC agreement will allocate the governance and financial rights between the participants, who determine a date when the ownership “flips” so that local owners have a controlling interest in the project for the remainder of the span of the project life. In the Co-op Power model in Western MA, explored below, the LLC entity held by the local cooperative group is named managing partner from the onset, so all governance decisions are made by the community cooperative throughout the life of the project. The project is often structured so that the equity investor has a controlling interest in the project for at least the first ten years to enable the equity investor to utilize all of the PTCs, in the case of wind energy.  For solar CDG, the “flip” is estimated to be at the 5-7 year point.
A hybrid model that combines the Co-op Power model and the Minnesota Flip model is another potential resource opportunity that enables LMI customers to have a controlling interest for the span of the project life. In Co-op Power model a tax equity investor is necessary to qualify for use of the tax credits and to fund a large percentage of the project. This current model gives the tax equity investor controlling interest in the CDG project since their funding the most money. On the other hand, this hybrid model would allow a Co-op (represented by LMI customers) to partner with an equity investor that has a controlling interest for defined time period and then full ownership of the CDG project would be returned to the Co-op. As managing partner, the Cooperative has governance control of the CDG installation throughout the life of the installation.
In this model, both participants would form a LLC and construct an agreement outlining the equity investor acquisitions during the pre and post-development phases, and negotiate the date when the Co-op’s percentage ownership interests will change otherwise known as the “flip” date.  The flip date may be at the conclusion of the useful life of PTCs in which the equity investor receives all the tax credits that may be produced from the project. Or it may be based at which point the equity investor has received enough revenue to produce an internal rate of return that they expected to receive from its investment in the project. Prior to the flip date, the equity investor usually retains a majority interest in the financial rights in the project. This changes when the project reaches the flip date; the Co-op’s percentage ownership interest in the financial and governance rights of the project change based on the terms of the LLC agreement. 

C. 
NYSERDA Administered Programs to Incent LMI Participation 
The Shared Renewables Coalition provided comments on April 7, 2015 in Case 15-E-0082, that included recommendations for a NYSERDA administrated portfolio of programs that would support low to moderate income participation in CDG.  That coalition offered that NYSERDA, working with a State Advisory Committee could develop the following type of offerings
:

1.  A​n incentive program for low​ income subscribers to community net metered projects - N​YSERDA should establish a program through which eligible low-income households could receive a deeper discount on top of any existing discount the project provides to all customers in order to help overcome the cost of entry for low ​income customers. This discount could be supported through NYSERDA funding to the community net metered project organizer for every low​​income subscriber as a performance ​based incentive. Such incentives would be used to increase the profitability of the overall project, thereby making financing both cheaper and less risk ​averse. 

2. Credit support for low​ and moderate ​income customers - In coordination with the New York Green Bank, financial institutions and charitable organizations, NYSERDA should work to support financing for low​ and moderate​ income customers who do not have the necessary credit scores to meet traditional underwriting standards. This credit support could be provided to projects with a substantial percentage of low​ and moderate​ income customers or to those customers directly where there are not ​for​ profit partners that could conduct the outreach and financial education necessary to identify and prepare those customers. 

3. Grants and technical assistance for not ​for ​profit developers and partners​- In order to assist non​profit organizations to develop or partner with for ​profit developers to develop community net metered facilities that are structured to serve low​ and moderate-​income customers, NYSERDA should consider offering direct grants to help cover staffing to develop such projects and technical assistance to build organizational capacity. Such assistance to non​profit organizations will enable the creation of shared renewable energy facilities built in diverse locations and specifically designed for underserved communities. Not​ for profit recipients of these grants would also be well positioned to invest in workforce development and targeted hiring for community net metered projects, thereby increasing community benefits. 

4. Funding for pilot projects serving a majority of low ​income subscribers -​ In order to figure out the most successful models for community net metered projects that can serve low ​income electricity customers, NYSERDA should release a request for proposals for teams of developers and not ​for ​profit partners to develop projects serving a majority of low​ and moderate​ income customers. NYSERDA should provide grant funding for a portion of these projects in order to attract interest. Such a pilot project initiative should be rolled out simultaneously with general community net metering regulations as to not delay projects that are market ​ready. Key eligibility criteria for pilot projects should be a commitment to building a self​ sustaining business model for community net metered projects that can serve low​ and moderate​ income customers after an initial round of funding support. 

5. Allocating energy assistance benefits toward shared renewable energy facilities - In coordination with the Energy Affordability for Low ​Income Utility Customers proceeding,
 ​the Commission should provide low ​income utility customers with the option to allocate their electricity assistance funds towards a shared renewable energy facility, rather than the utility supplier, and receive credits on their utility bill in proportion to their share. One example of this type of program has been proposed in California by IREC and is called CleanCARE.

VI. Recommendations
The Finance Working Group offers several recommendations to both add value to CDG programs and provide a path for moving forward in establishing mechanisms to eliminate financial barriers to LMI participation.  All of these recommendations require more indepth discussion and further review. 
Recommendation #1 – Committee/Task Force for Continued Exploration of Financing Solutions
The Finance WG has completed initial limited research regarding the possible solutions discussed in Section III of this report.  Any or all of these solutions could be recommended to the Commission to pursue further.  The Finance WG recommends that the best way to move forward with the steps necessary to engage these financing entities and establish these options more directly is through a committee or task force established for that purpose, sponsored and staffed by the DPS and which may also include other state agencies, such as NYSERDA or appropriate economic development focused areas, as well as other interested industry stakeholders and consumer advocacy organizations.  It is premature to select just one or two of these options to purse at this time as many of these options offer value and could be pursued in parallel to maximize the potential for reducing LMI barriers to participation.   
Recommendation #2 – Creation of a CDG Finance Information Resource Site
The research performed here by the Finance WG has uncovered a plethora of existing resources and financing options that can be used by participants in the CDG program.  The sheer volume suggests that gathering this information into a single source database or website to provide CDG developers and participant’s access to these resources and knowledge would be very useful in reducing the financial barriers to LMI participation.  This group recommends creating a CDG Finance Information Resource Site that could be hosted on the NYSERDA website.
Recommendation #3 – Track Data on LMI Loan Repayment Rates
As the Community DG projects move forward, and financing solutions are offered which encourage LMI participation, it is recommended that any data on how the financial solution and CDG participation improves or assists LMI customers be collected.  This could include confidentially tracking data on LMI customer loan repayment rates, or improvements to credit scores, etc.  This data could be aggregated in a database and used when developing new or improved financial solutions going forward.

Recommendation #4 – Governor/Legislation to Add Funding to State Budget for CDFI Assistance
The Finance WG recommends that the Governor and the legislature add funding to the state budget for CDFI assistance, with a focus on enabling the low-income populations they serve to effectively engage in the market-based REV energy transition in a way that has a positive impact at both the family (improving credit score and incentivizing savings) and state (achieving scale with CDG) levels. This could possibly be connected to existing CDFI programs, or IDA (individual development accounts) products which are offered at many CDFIs, as well as supporting the development of new products.

Recommendation #5 – PACE Program Changes
Legislation could be constructed that amends the Property-Assessed Clean Energy (“PACE”) program to allow it to apply to CDG, which would help in both multi-family housing unit inclusion and also in recruiting commercial anchor tenants to CDG projects. The current PACE financing model’s enabling legislation defines a renewable energy system as an “energy generating system for the generation of electric or thermal energy, to be used primarily at such property….”
  Thus, PACE financing was envisioned to accommodate individually sited arrays benefitting individual properties, and may not be applicable to CDG if the majority of a project’s energy benefits accrue off-site.  This also creates a barrier for larger commercial customers to act as project anchors when they can be allocated, at most, 40 percent of the project’s output.
 The current PACE financing model’s enabling legislation defines a renewable energy system as an “energy generating system for the generation of electric or thermal energy, to be used primarily at such property….”
  Thus, PACE financing was envisioned to accommodate individually sited arrays benefitting individual properties, and may not be applicable to CDG if the majority of a project’s energy benefits accrue off-site.  
However, it is not recommended to extend it to single-family residential as this could expose low-income families to greater foreclosure risk. Given that the only significant asset most low-income families possess is their home equity, this should be safe-guarded at all costs.  The same benefit, streamlined loan processing and servicing, can be obtained through the partnership approach between developers and CDFIs without losing sight of the need to nurture home ownership in low-income communities in such a way that foreclosure risk is minimized.

Recommendation #6 – Creation of a NYSERDA Incentive to Sustain LMI Participation

Low-income participation is a crucial component of the CDG program, and the program should aspire to attain a certain level of low-income participation. This group therefore recommends that the Commission direct NYSERDA to create an incentive mechanism whereby potential project sponsors are rewarded for attaining and/or sustaining a certain level of low income participants.    The incentive should incorporate a program-level goal that 20 percent of the entire CDG program consists of low-income participants, and include a mechanism and criteria for identifying and verifying low-income status.  Such an incentive mechanism will encourage project sponsors to attract low-income participants, and also lessen the financial risk for potential developers as compared to requiring them to achieve and then maintain a threshold of low-income participation on a per-project basis. 

Alternatively, the Commission could explore establishing a lower minimum threshold for low-income engagement on a project-by-project basis, similar to what has been established in Colorado. Applicability could be tailored to exclude projects for which 50 percent or more of the output is committed to municipalities. This mechanism would incent developers to look for new ways to engage low income customers and would ensure that every developer made these customers a priority. Incentives could become available in a tiered fashion at higher low-income customer engagement levels.
Recommendation #7 – Pilot Projects
The Working Group has discovered many options for helping low and moderate income families and individuals access financing for community distributed generation. These options range in breadth and depth of impact, as well as in policy fit with New York State. As a result, it may make sense to solicit and support a series of pilot projects or engagements that test some of these models and help inform policy-making for the future. 

A State authority, such as the New York Department of Public Service or New York State Energy Research and Development Authority, would use a certain amount of funding to solicit a set of proposals that could use the models listed in this document to provide access to low- or moderate-income families or individuals. A set of projects would be chosen from that set to receive funding and technical support from the authority to move their projects forward, pursuant to their providing ongoing data as to the success of their model. This data would include but not be limited to loan repayment or lease payment history, market development, energy production, evidence of cost shifting or private investment.

These pilot projects would provide a venue for the testing of many models for low- and moderate-income participation and solar. The results could be used both to select the best models for supporting financing of low- and moderate-income participation in the future, but also to recruit private capital for those projects.
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List of Additional Resources & Contacts

1.
LEAF (Local Enterprise Assistance Fund). http://leaffund.org/
2.
National Community Reinvestment Coalition.  http://www.ncrc.org/
3.
Energy Improvement Corporation, Joe Del Sindaco, membership@energizeny.org, 917-868-9825

4.
Sunvestment group, Matthew Rankin, Vice President of Business Development, mrankin@sunvestment.com, 

5.
Vincent Ravaschiere, Senior Vice President, Energy and Incentives, ESD, Vincent.Ravaschiere@esd.ny.gov, (212) 803-3674 (he is also a member of the advisory board of EIC)

6.
Mass Solar Loan Program Manual (Version 1.0 Effective 09-16-2015), at http://images.masscec.com/uploads/programdocs/Program%20Manual%20-%209.16.15_0.pdf (18-19)

7.
Nyserda Programs:  http://www.nyserda.ny.gov/About/Green-Jobs-Green-New-York/GJGNY-Advisory-Council-Reports
8.
2015-10-23 Advisory Council Presentation: Proposed Residential Loan Interest Rates for Sustainability 

9.
GJGNY LMI Working Group Report & Recommendations: http://www.nyserda.ny.gov/-/media/Files/EDPPP/GJGNY/Advisory-Council-Updates/GJGNY-LMI-Working-Group-Recommendations.pdf
10.
American Consumer Survey, 2013: http://ams.nyscommunityaction.org/Resources/Documents/News/NYSCAAs_2013_Poverty_Report.pdf
11.
Vermont Dollars, Vermont Sense by Michael Shuman and Gwendolyn Hallsmith:

http://www.postcarbon.org/publications/vermont-dollars-vermont-sense/
12.
NYS Office of General Services, State Green Procurement and Agency Sustainability Program; http://www.ogs.ny.gov/EO/4/Default.asp
13.       Isaac Baker, Co-Director, Community Solar, Co-op Power 413-522-9981, Isaac@cooppower.coop

14.  Mark Thielking, Executive Director, Energize NY, 914-302-7300, mark@energizeny.org
15. Sarah Davidson, External Affairs, NY Green Bank, 212-379-6256, Sarah.davidson@greenbank.ny.gov

16. Tristam Coffin, Alternatives Federal Credit Union, 607-216-3417

17. Jesse Scott, New York Power Authority (NYPA), 914-390-8107, Jesse.scott@nypa.gov
18. Emily Rochon, Boston Community Capital (BCC), 617-933-5858, erochon@bostoncommunitycapital.org
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State Policies to Increase Low-Income

Communities’ Access to Solar Power

By Ben Bovarnick and Darryl Banks

September 23, 2014

Supportive state and national policies for solar power, coupled with more available and

affordable technology, have spurred a strong solar market. Residential photovoltaic solar installations increased 60 percent from 2012 to 2013, reaching 792 megawatts of electricity.

1 Market projections of solar panel investments for the first quarter of 2014 anticipate another 60 percent increase in solar installations.2 Moreover, some analyses project that more than 1 million residential solar installations could be installed by 2017— triple the current market.3 Over the past year, prices for residential photovoltaic systems fell 7 percent, and installation prices declined in major residential markets, including California, New York, Massachusetts, and Arizona.4 These factors have resulted in an expansion of solar deployment to middle- and upper-income households. However, the same benefits have not yet accrued for low-income households on a large scale.
Low-income households in the United States spend a higher percentage of household income on energy costs than their higher-income peers: Their energy spending is more than twice the average for non-low-income households—8.3 percent compared to 2.9 percent—and four times the median national household energy cost burden—a median of 13.3 percent compared to 3.3 percent.5 Access to solar power could significantly reduce the energy burden of low-income households by providing electricity below local utility rates. Furthermore, as residential solar systems become increasingly common and significant sources of renewable energy, policies that increase low-income solar adoption will help alleviate the risk of a so-called electrical divide in which low-income consumers who do not have access to renewable energy sources increasingly carry the burden of financing antiquated utility systems.

However, low- and middle-income households face several barriers to rooftop solar access:

1. 
Difficulty meeting credit requirements to obtain long-term, low-cost financing or affordable leases for solar systems

2. 
Not being able to benefit from tax credit or other incentive programs because of insufficient income or inability to claim benefits

3. 
Status as tenants rather than homeowners, which means households do not control the roof-space necessary for installation of solar systems
[image: image1.png]TABLE 1
2011 average annual electricity expenditures, by income group and region

Annual electricity ~ Mean Individual ~ Median Individual

expenditure burden burden
United States: All households $1,936 7.00% 4.00%
United States: Non-low income households $2,087 330% 2.90%
United States: Low-income households $1,679 13.30% 830%
United States: LIHEAP-recipient households $1,364 14.90% 8.90%
Northeast: All households $1866 750% 460%
Northeast: Non-low income households $1,968 3.00% 260%
Northeast: Low-income households $1,750 12.60% 8.20%
Northeast: LIHEAP-recipient households $1,612 16.70% 12.00%
Midwest: All households $1510 570% 380%
Midwest: Non-low income households $1,657 2.90% 230%
Midwest: Low-income households $1327 9.20% 6.90%
Midwest: LIHEAP-recipient households $1,306 20.20% 10.70%
South: All households $2093 7.60% 440%
South: Non-low income households $2,228 3.60% 3.20%
South: Low-income households $1.841 15.20% 9.60%
South: LIHEAP-recipient households $1,494 16.20% 9.60%
West: All households $1640 5.50% 300%
West: Non-low income households $1,808 2.50% 2.20%
West: Low-income households $1374 10.20% 5.60%
West: LIHEAP-recipient households $1,082 7.60% 7.20%

Note: Residential lecticty burden s calculated using the average annual expenditures, by amount (dollars) and individual burden (percent of
income),for al, non-ow income, low-income, and LIHEAP-ecipient households, by Census region and main heating fue, FY 201

Souce:US. Department of Health and Human Services, IHEAP Home Eneray notebook forFiscal Year 2011 (2014) Tables A-3b and A-3c avalable at
hitpsy/weewacthhs gov/stes/defaul/Fles/ocs/iy2011_hen_finalpdf.





In order to ease the energy burden experienced by low-income households and take advantage of the ever-strengthening solar market, states and local governments should embrace policies that can help low-income families access residential solar power. These policies will provide families with a clean, stable, and renewable source of energy that could help reduce household electric bills and enhance grid resilience. Although several states have begun to explore this potential, there is still much to be done.

State programs that are expanding solar adoption

among low-income households

States are well positioned to support innovative strategies of solar power deployment to low-income communities and households. They can enact legislative support expediently and tailor policies to match their specific geographic and economic features. California, Louisiana, and Colorado are three states that feature particularly innovative and income-specific solutions to affordable financing for solar power.

California

California has aggressively pursued strategies to support deployment of solar power with a special emphasis on programs that serve low-income families. California launched the Go Solar California campaign in 2007 with a goal of deploying 3 gigawatts of photovoltaic power to homes and businesses by 2016 and financed with a total budget of $3.3 billion over 10 years, collected through a charge on electricity distribution.6 The largest component of the program, the California Solar Initiative, or CSI, reserved 10 percent of its budget, or $216 million, to support the adoption of solar power by low-income families. This budget is divided between the Single-Family Affordable Solar Housing, or SASH, and Multifamily Affordable Housing, or MASH, programs.

SASH—managed by the nonprofit Grid Alternatives with a total budget of $108 million—subsidizes 1 kilowatt photovoltaic systems for very low-income households— partially for those that are 50 percent to 80 percent below the median household income and fully for those that are more than 80 percent below the median. To date, Grid Alternatives has installed 4,489 systems across California.7 Although the program relies on incentives between $4.75 and $7.00 per watt installed in the form of upfront rebates, Grid Alternatives has successfully reduced installation costs through a volunteer-based installation model and has trained more than 16,000 volunteers.8 Installation labor costs can represent around 10 percent of the full cost of a residential

system, and this model not only allows Grid Alternatives to reduce costs, but also to educate potential consumers and community members.9

Partnered with SASH, California employs the MASH program to deploy solar systems for multifamily buildings—either in their common areas or for use by specific tenants— at incentive rates of $1.90 to $2.80 per watt. The program has resulted in 347 completed projects totaling 23.6 megawatts—with another 48 projects totaling 6.7 megawatts in the pipeline—costing an average of $6.61 per watt. PG&E and Southern California Edison have installed a total of 20.7 megawatts, and the Center for Sustainable Energy has installed 2.6 megawatts.10

In addition to CSI, the state launched the Solar for All California program in 2010, which directly invested a portion of its annual Low income Heating and Energy Assistance Program, or LIHEAP, funding to support solar deployment for LIHEAPeligible homeowners. In all, the program financed photovoltaic systems for 1,482 low-income households using $14.7 million in LIHEAP funds and an additional $3.5 million leveraged through outside partners. The program is distinct from CSI due to its use of LIHEAP funding, rather than a consumer-financed budget. Since LIHEAP funding is distributed nationally, the success of this pilot could be replicated in other states with approval of the U.S. Department of Health and Human Services.11

Louisiana

In contrast to California, Louisiana lacks a robust system of public support and financing

for low-income solar deployment or any income-specific state energy programs. However, PosiGen, a solar leasing company, has developed a low-income solar system leasing model that has successfully installed more than 4,000 systems since 2011. PosiGen has leveraged Louisiana’s 50 percent tax credit on purchased solar systems, 38 percent tax credit on leased systems, and the federal 30 percent Residential Renewable Energy Tax Credit to reduce the costs of financing photovoltaic systems.

In order to capture the full value of the credit, PosiGen leases the systems from U.S.

Bank, which owns the panels.12 To further reduce costs, PosiGen has secured financing

on community redevelopment terms, which can be more favorable than standard agreements.

13 Such terms allow banks to earn redevelopment points, which are necessary to

comply with the Community Reinvestment Act.14 Although Louisiana has succeeded

with this financing model, it is not based on characteristics that are exclusive to the state.

In fact, 16 states currently offer residential renewable energy tax credits to offset a portion

of solar system costs that could lay a foundation to replicate this program.15

Colorado

Colorado passed the Community Solar Gardens Act in 2010, which allows Colorado

homeowners to purchase shares of centralized solar installations. Community solar gardens, or CSGs, allow homeowners who would not otherwise have the necessary rooftop space to purchase solar power.16 Colorado’s legislation is unique in that it targets low-income households by requiring that 5 percent of the electricity from each CSG be reserved for subscription by low-income households in order for the CSG to qualify for state Renewable Energy Credits.17

The Clean Energy Collective, a community solar company, has also partnered with the

Denver Housing Authority, or DHA, to earmark 5 percent of solar power produced for DHA housing residents and offset the electric bills of 35 low-income families. The program is expected to generate $7,700 in bill credits in the first year and more than $230,000 over the 20-year lifetime of the program.18

Policy recommendations

Elements of these innovative state-based programs can serve as models that can be

implemented across the nation. Colorado’s experience with community solar and the combination of state and federal tax credits and community development programs in Louisiana through a private company, for example, are policy ideas that could be replicated nationally, particularly in states that have already enacted tax incentives for solar power and community solar legislation. To further build on these ideas, states should consider additional policies—such as using  brownfield redevelopment as part of community solar programs, incorporating solar into rehabilitation programs for existing housing, and developing green banks similar to those now underway in Connecticut, New York, and Hawaii—as opportunities to further advance low-income household solar adoption.

Expand community solar programs

Community solar programs are centralized solar arrays with electricity divided between

residential subscribers in the form of a credit on their monthly utility bills. Because the arrays can be placed anywhere with grid access, homeowners who lack the necessary space for a photovoltaic installation can still access solar power and accrue the associated benefits. Shares of community solar installations are typically sold on a per-panel basis and maintained by a central entity—either a company such as the Clean Energy Collective in Colorado or a utility such as Central Hudson Gas & Electric.19 Community solar programs allow renters and homeowners with shaded roofs to invest in the benefits of solar power—without the restrictions of traditional rooftop solar systems.

The scale and investment requirements of community solar programs depend heavily on

the states in which they are located, since state legislation typically sets qualifications for each project. Colorado’s Community Solar Gardens Act, for example, limits installations to a maximum of 2 megawatts and requires a minimum of 10 subscribers to own at least 1 kilowatt each of the total capacity. Subscribers also must live in the same county as the community solar garden. In 2011, Colorado Springs Utility developed four 500 kilowatt— totaling 2 megawatts—community solar gardens, which customers could lease for 20 years. Colorado Springs Utility required a minimum purchase of 400 watts, about two panels worth, for a minimum initial investment of $1,100.20 However, the scale of the Colorado Springs case is large relative to other programs. A CSG could range in size from 10 panels to 2,500 panels.21 In California, community solar garden legislation allows installations to grow up to 20 megawatts, which would require 160 acres.22

Community solar power has unique potential to benefit low-income communities for

a variety of reasons. First, low-income families are more likely to rent or live in apartments than the average American household.23 Second, community solar power can be purchased in discrete amounts that are smaller than most multi-kilowatt rooftop solar systems, making the cost to entry more accessible. Furthermore, because community solar programs are constructed on larger scales than most rooftop units, they can secure cheaper prices through bulk panel purchases.24 Finally, community solar programs can be installed on land that is otherwise unusable or has low property value, as long as it is within reach of a centralized grid and receives adequate sun. This can reduce the property costs necessary for initial investment and support community redevelopment by increasing the productivity of unused land.

Use brownfield properties for solar projects

Across the United States, there are brownfield properties that are considered unusable

due to past industrial or commercial use. The U.S. Environmental Protection Agency, or EPA, defines brownfields as property where expansion, redevelopment, or reuse “may be complicated by the presence or potential presence of a hazardous substance, pollutant, or contaminant.” The EPA estimates that there are more than 450,000 such sites in the United States,25 and solar developers are already demonstrating a growing interest in using brownfield and landfill properties for development of commercial solar plants.26  The EPA and National Renewable Energy Laboratory, or NREL, have also invested $1 million to evaluate the feasibility of developing renewable energy on Superfund sites— or those undergoing cleanup of hazardous wastes—brownfields, and former landfill and mining sites.27 The EPA and NREL mapped renewable energy potential on brownfield sites around the country, produced reports on best practices, and developed feasibility studies for the reuse of 27 contaminated sites for solar installations.28

Although the development of solar projects on brownfields is not a new concept, these

sites have primarily been redeveloped for commercial solar projects in the past.29 In order to facilitate the development of cost-effective community solar programs on these properties, Community Development Finance Institutions, or CDFIs, and other community organizations coordinate their efforts. These projects would face low-siting and permitting barriers and facilitate cleanup and use of sites that are blights on the communities they inhabit.30 Furthermore, the EPA coordinates a series of grant and loan programs to facilitate environmentally sound cleanup and redevelopment of brownfields, which could be marshaled by CDFIs and community solar programs to further reduce investment costs.31 By investing in brownfield redevelopment through solar power, lowincome communities could repurpose wasted land for positive economic growth.

Finance low-cost solar power through community development organizations

As described above, Louisiana has succeeded in leveraging state and federal tax credits

in partnership with banks and community development programs to increase the affordability of solar power. Today, many CDFIs could replicate Louisiana’s success elsewhere. CDFIs are nongovernmental organizations engaged in lending and development projects in low-income neighborhoods. They can secure low-cost capital from banks looking to comply with the Community Reinvestment Act and can leverage New Market Tax Credits and Community Development Block Grants to attract private financing. CDFIs such as Craft 3 in Oregon have already successfully financed energy efficiency projects. In another example, Bank of America invested $55 million in CDFI energy efficiency projects in 2011.32 The Solar and Energy Loan Fund, which received CDFI accreditation in 2012, has also financed $2.4 million in residential energy improvements in Florida, including low-income rooftop solar systems.33 There are currently 896 CDFIs functioning around the country, and many of these institutions are well positioned to support deployment of solar power to low-income communities in states that do not currently offer income-specific programs to reduce household energy consumption.

One of the substantial costs homeowners and businesses face in installing rooftop solar

systems is the cost to physically connect solar panels to the roof. This process takes time and expertise and is more expensive when done on a case-by-case basis. California has taken steps to address some of these challenges by requiring all new buildings to be constructed in a “solar ready” fashion that would support a solar photovoltaic system in unshaded areas, if possible.34 Although this policy will offer homeowners increased opportunity for future investment in solar panels, this policy does not address the houses throughout the United States that are already built.

In order to better deploy solar power to low-income communities, solar providers should partner with states, municipalities, and nonprofits to incorporate rooftop solar systems into redevelopment and rehabilitation projects. This could be done by engaging Neighborhood Stabilization Program, or NSP, grant recipients and leveraging this low-cost financing for solar system installation. NSP financing is allocated for purchasing and rehabilitating homes and residential properties that have been foreclosed, redeveloping land with blighted or vacant properties, and establishing financing mechanisms to further these programs.

Congress allocated three rounds of Neighborhood Stabilization Program grants under the Community Development Block Grant program between 2008 and 2010—$7 billion in total. These funds were made available to states, local governments, and nonprofits on a formula basis to benefit individuals whose incomes do not exceed 120 percent of the area’s median income.35 These funds are projected to support 88,000 jobs, rehabilitate 75,000 affordable housing units, and demolish 25,000 blighted properties over the life of the program.36

President Barack Obama’s fiscal year 2015 budget seeks to build on the success of the NSP through the $15 billion Project Rebuild program. These funds would further support neighborhood stabilization efforts.37 A coordinated approach to incorporate solar 

panels into the rehabilitation of low-income housing—similar to California’s solar ready

policy—could offer states and community development organizations an efficient and

cost-effective means to deploy solar power to low-income families. By working with communities that receive NSP grants and similarly administered community development

block grants, states and local communities can pursue a program to provide solar

power to low-income, first-time homeowners.

Community development organizations can also partner with housing rehabilitation corporations to leverage economies of scale and secure lower cost solar panels. Working with rehabilitation projects that are already retrofitting roofs, solar companies and nonprofits could incorporate the installation of solar systems into the construction of low-income housing units. Financing for these panels could come from the housing rehabilitation corporations, which could purchase them outright or from solar companies that could secure long-term lease agreements to collect a portion of each utility bill, while supplementing this income with Renewable Energy Credits, tax credits, and favorable rates associated with community development financing. This strategy would circumvent the issue of customer acquisition, providing better financing rates and

offering residents energy at a further reduced cost.

Leverage state green banks

Green banks, which are publicly funded clean energy finance institutions, can support

low-cost, income-specific solar programs in a number of ways, including by offering low-cost loan funds or loan guarantees to CDFIs, other community organizations, and nonprofits for low-income solar programs. They can also establish loan-loss reserves that can reduce the credit requirements necessary for consumers to access solar lease programs. Furthermore, green banks can support residential property assessed clean energy, or PACE, programs that help homeowners finance solar systems for little upfront cost. Although residential PACE programs have encountered setbacks in recent years, California has established a loan-loss reserve fund designed to act as a backstop against potential defaults, and other state green banks could establish similar programs. 

Connecticut’s Clean Energy Finance and Investment Authority, or CEFIA, has significant

potential to leverage low-cost capital for low-income solar deployment. CEFIA is working to reduce the barriers faced by homeowners to obtain rooftop solar through the Solarize Connecticut program, which offers per-watt incentives and subsidized leases for solar systems. The program has reduced minimum credit score requirements for solar leases to 640, although this credit barrier is still too high for many low-income families. Similarly, the recently launched NY Green Bank represents a significant potential source of financing that could be leveraged to reduce the cost of capital and increase the viability of low-income solar deployment programs.

Hawaii is also is working to reduce the upfront costs of solar power through the state’s Green Market Securitization program. The program operates through mechanisms that are similar to CEFIA, underwriting the upfront costs of solar investments through a state bond program. It achieves affordability by merging low-cost financing from bond sales with on-bill financing charges over the life of projects.38 This financing structure allows residents to pay for solar power over time through savings on their electric bills. The program is specifically designed to reach low- to moderate-income homeowners and renters. 39 As green banks develop new ways to creatively finance clean energy, these programs represent an important opportunity to support low-income solar deployment strategies. 

Conclusion

Rooftop solar systems offer access to an energy resource that is clean and renewable, provides generally stable generating costs, and advances decentralized energy generation. Greater availability of financing and lowered costs have resulted in a strong, growing residential solar market. Unfortunately, the majority of low-income households have not enjoyed these benefits because they face challenges ranging from a lack of information to the inability to benefit from tax credits and difficulty obtaining low-cost financing. There are initiatives underway in several states to address these barriers to low-income household solar adoption. Replicating the best elements of these programs and adapting them to a larger array of states and communities could help increase low-income household solar power usage. Additionally, states could utilize existing programs such as brownfields redevelopment and housing rehabilitation under the Community Development Block Grants program to expand low-income solar power adoption. Expanding solar deployment would deliver significant benefits to many of the nation’s most vulnerable communities.

R. Darryl Banks is a Senior Fellow at the Center for American Progress. Ben Bovarnick is a

Special Assistant for the Energy Policy team at the Center.
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Appendix D
PACE

PACE Doesn’t Put Lenders at Risk, Study Finds

Also, HUD supports the first mixed-finance, low-income PACE project. 

by Katherine Tweed 
November 23, 2015

Property-assessed clean energy programs got a huge boost this summer when the White House and the Federal Housing Administration removed a substantial barrier for residential PACE financing.

PACE programs allow investments in water- and energy-efficiency retrofits and distributed renewable generation to be paid back through property taxes, which lowers the risk for both lenders and owners and can potentially open up a far larger swath of the energy-efficiency market. 

Before the August announcement, mortgage agencies were uneasy about the fact that most PACE obligations were first in line to be repaid. To solve this, FHA guidance will require PACE liens to be subordinate to FHA single-family first-mortgage financing.

But questions remain. One of the outstanding questions is this: if a home with a PACE lien goes into foreclosure, would the lender be worse off than if the home had no PACE lien?

A new study offers the first answer to this. The study by economist Laurie Goodman compared sales of homes with PACE retrofits to similar non-PACE homes. The study was financed by Renovate America, which has done the vast majority of residential PACE deals to date through its HERO program in California.

Residential PACE is growing quickly. To date, Renovate America has completed more than $1 billion in PACE projects in more than 44,000 homes. The data set used for the study was far smaller, however.

There were about 770 homes that have been sold. Only a few had gone into foreclosure. When compared to comparable homes in the zip code, the researchers found that PACE offered a sale premium of between $200 to more than $8,000.

The smaller figure may be more accurate, as it is the premium for homes within the same ZIP code, rather than the larger figure, which compared homes across a region. Even so, the results at the ZIP code and state level were not statistically significant, suggesting that more research is needed with a larger data set to get to statistically meaningful findings.  

Even with the limitation of the small data set, the takeaway is that homes with PACE improvements see a price premium that at least covers the cost of the improvement and perform at least as well as the general market, according to Goodman, lead author of the study. For the few homes with PACE financing that went into foreclosure, they also garnered a price premium.

The finding may be conservative, but it is more impressive when compared to other home improvement data. The researchers found that other renovations, such as a kitchen or bath remodel, recover on average about 60 percent of their cost at resale. By comparison, PACE improvements recover their full cost at resale based on this study.

The study is hardly meant to be the final word, but rather is intended to act as a prologue to more research as the market grows.

Other guidance from federal agencies is also helping to expand the market for PACE beyond traditional and commercial and residential projects. In Washington, D.C., the U.S. Department of Housing and Urban Development (HUD) has approved the use of PACE for a HUD-assisted mixed-finance public housing property for the first time. The Phyllis Wheatley YWCA will receive $700,000 in financing secured through the DC PACE program. Washington, D.C. has already been a leader in multi-family PACE financing, being the first jurisdiction to use PACE for that sector two years ago.

DC PACE will offer financing for a 31-kilowatt solar PV system and deep energy retrofits on the YWCA, including a new HVAC system, upgraded lighting and controls, and a new hot-water heating system. The project is expected to cut energy bills by 24 percent and lower water usage by nearly half.

“This has been a really tough space,” said Jackie Weidman, marketing manager for Urban Ingenuity, the program administrator for DC PACE. “Many PACE administrators are trying to make this work, but it takes a lot of back-and-forth on the policy piece.”

HUD and the DC Housing Authority were part of the process, and both were supportive, but certain conditions had to be met, such as ensuring that the housing would remain affordable in the long term and that the DC Housing Authority had the ability to cure any delinquent payment to avoid foreclosure under PACE.  

The increased guidance on how to put together PACE projects from federal agencies such as HUD comes as market players look for ways to expand access to PACE financing, such as Renovate America’s direct-pay service, which removes credit-limit barriers for registered contractors, or Demeter Power Group's recent initiative marrying solar leasing and PACE financing for commercial projects.

Buoyed by market momentum and improved clarity from federal agencies, Renovate America expects to bring its HERO program to states beyond California in 2016. 

(http://www.greentechmedia.com/articles/read/pace-doesnt-put-lenders-at-risk-study finds?utm_source=Daily&utm_medium=Newsletter&utm_campaign=GTMDaily) 

Appendix E
NYSERDA Programs

Below are NYSERDA programs that have repayment/financing components for low-income customers.
Home Energy Efficiency Programs
Designed to help New York State residents reduce energy waste and lower their energy bills. Home Performance with ENERGY STAR® and Assisted Home Performance with ENERGY STAR® provide a comprehensive, whole-house approach to improving energy efficiency and home comfort while saving money. [image: image2.png]Home Performance
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Home Performance with ENERGY STAR®  
Assisted Home Performance with ENERGY STAR®
On-Bill Recovery Financing Program
The On-Bill Recovery Financing Program allows loans for energy efficiency improvements to be repaid through energy savings on the customer’s electric and gas utility bill.
NY-Sun Incentive Program
The NY-Sun Incentive Program offers low-interest rate financing options, through Green Jobs - Green New York, for residential buildings with four or fewer dwelling units and commercial buildings that are used by small businesses or not-for-profit organizations.

Dear Participating Contractors, Installers, Community-Based Organizations and Other Program Partners,
 
NYSERDA greatly values your participation in our programs and appreciates your partnership in building the market for clean energy. As a valued partner, we want to make you aware that we will soon be implementing changes in the Green Jobs-Green New York (GJGNY) residential loan program that are needed to ensure the long-term sustainability of the GJGNY revolving loan fund. 
 
The GJGNY residential revolving loan fund has filled a gap in the market for residential energy efficiency and PV loans for several years. The availability of the expanded loan underwriting criteria ("Tier 2" criteria) offered through GJGNY has enabled households who cannot qualify for traditional lending to participate in energy efficiency and renewable energy projects. The availability of On-bill Recovery (OBR) loans provides an alternative repayment method attractive to consumers. The low interest rate also has been a means to encourage consumers to move ahead with their projects. However, the current interest rates do not fully cover the costs of providing the loans, and as a result, the residential loan fund is not sustainable as currently designed. At the same time, NYSERDA also understands that lower-income households continue to need access to lower-cost financing to afford investments in clean energy.
 
To continue offering GJGNY loans to all households in a sustainable manner, NYSERDA has applied the following guiding principles: 
· Subsidized financing will continue to be offered to low- and moderate-income (LMI) customers (those with household income less than or equal to 80% of the area or state median income - AMI or SMI) for energy efficiency and PV loans on the current terms. 

· Expanded access to subsidized interest rate loans will be available for consumers with household income up to 120% AMI or SMI. 

· Interest rates for consumers with household income greater than 120% AMI or SMI will be revised so that the interest rate on these loans fully covers the cost of providing loans to this segment of the consumer market.
In consultation with the GJGNY Advisory Council, NYSERDA has established the following transition timeline to the new interest rates. For loan applications received on or after February 1, 2016: 
· Consumers with household income less than or equal to 80% AMI or SMI  -- No change in 3.49% interest rate* 

· Consumers with household income over 80% to 120% AMI or SMI  --  Change to 4.99% interest rate* 

· Consumers with household income over 120% AMI or SMI -- Change to 5.99%  interest rate* 
Furthermore, to bring the interest rate to the point where the loans for consumers earning more than 120% of AMI or SMI are sustainable and are no longer subsidized, it is necessary for these loans to increase again for loan applications received on or after April 1, 2016 as follows:
· For energy efficiency loans, the rate will be 7.99%* 

· For PV loans, the rate will be 9.99%* 
· Combination PV and energy efficiency projects will receive the PV interest rate of 9.99%* 

· Solar Thermal and Renewable Heat NY projects will receive the energy efficiency interest rate of 7.99%*
*This interest rate applies to On-Bill Recovery Loans and Smart Energy loans which include automatic payment deduction from a checking account.  Interest rates for Smart Energy loans that include standard billing by mail from the Loan Servicer are 0.5% higher than the rate shown here.
 
This two-step increase will allow contractors and installers more time to evaluate other financing products as an alternative to the GJGNY loans if desirable.
 
NYSERDA will continue to facilitate the introduction of private lender products to our partners through webinars and other means. Additional detail regarding loan fund sustainability and other loan options can be found in the presentation provided to the GJGNY Advisory Council on October 23, 2015, posted on NYSERDA's web site at http://www.nyserda.ny.gov/-/media/Files/EDPPP/GJGNY/Advisory-Council-Meetings/2015-10-23-GJGNY-Presentaion-Interest-Rates.pdf.  
 
New York is making great strides to accelerate and expand private investments in the clean energy economy, to support and attract new business models and market participants, and to continue focusing public resources on underserved areas of the market. We look forward to continuing to work with you to significantly build scale in energy efficiency and solar markets. 
 
Thank you,
  
NY-Sun Team
 
  
About NY-Sun
  
NY-Sun, a dynamic public-private partnership, will drive growth in the solar industry and make solar technology more affordable for all New Yorkers. NY-Sun brings together and expands existing programs administered by the New York State Energy Research and Development Authority (NYSERDA), Long Island Power Authority (LIPA), PSEG Long Island, and the New York Power Authority (NYPA), to ensure a coordinated, well-supported solar energy expansion plan and a transition to a sustainable, self-sufficient solar industry. To learn more about NY-Sun, visit ny-sun.ny.gov
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Owning Your Own Job

Is a Beautiful Thing:

Community Wealth Building in

Cleveland, Ohio

Ted Howard

Democracy Collaborative

In September 2011, the U.S. Census Bureau released new statistics about poverty in the United States. According

to the Bureau’s analysis, fully 25 percent of very young children (below the age of five) in America are now living in poverty. Further, 46.2 million Americans lived in poverty in 2010, the highest number since the agency began tracking poverty levels in the 1950s.
 

Accompanying this growth in poverty has been the escalating concentration of wealth in American society. As frequently cited, 

· The top 5 percent of Americans own 70 percent of all financial wealth.

· The top 1 percent of Americans now claim more income per year than the bottom 100 million Americans taken together. This growing inequality is particularly notable between racial ethnic groups. The average family of color owns less than 10 cents for every dollar held by a white family.

· Two in five American children are raised in asset-poor households, including one-half of Latino and African American children. 

The Census Bureau reports that even before the Great Recession hit, in 2007 Detroit had a poverty rate of 33.8 percent, Cleveland 29.5 percent, and Buffalo 28.7 percent. The level of pain in our smaller cities is even greater: in 2007, Bloomington, IN, led the list with a poverty rate of 41.6 percent. Dealing with the challenge of concentrated urban poverty necessitates, at bottom, a serious strategy to provide stable, living wage employment in every community and every neighborhood in the country. 

Some of the most exciting and dynamic experimentation is occurring across America at the community level, as cities and residents beset by pain and decades of failed promises and disinvestment begin charting innovative new approaches to rebuilding their communities. 

Even in economically struggling cities, “anchor institutions” such as hospitals and universities can be leveraged to generate support for community-based enterprise. An important example is taking place in Cleveland, OH, where a network of worker-owned businesses called the Evergreen Cooperatives has been launched in low-income, inner-city neighborhoods. The cooperatives will initially provide services to anchor institutions, particularly local hospitals and universities. Rather than allowing vast streams of money to leak out of the community or be captured by distant companies, local anchor institutions can agree to make their purchases locally. Already the “Cleveland model” has spread beyond Cleveland, with efforts now gathering early momentum in places as diverse as Amarillo, TX; Atlanta; Milwaukee; Pittsburgh; Richmond, CA; Springfield, MA; and Washington, DC. 

During the past few decades there has been a steady build-up of new forms of community-supportive economic enterprises. These ideas, now being implemented in communities across the country, are beginning to define the underlying structural building blocks of a democratic political-economic system—a new model that is

different in fundamental ways from both traditional capitalism and socialism. 

This approach is commonly known as “community wealthbuilding.” It is a form of development that puts wealth in the hands of locally rooted forms of business enterprise (with ownership vested in community stakeholders), not just investor-driven corporations. These anchored businesses (both for-profit and nonprofit) in turn reinvest in their local neighborhoods, building wealth in asset-poor communities. As such, they contribute to local economic stability and stop the leakage of dollars from communities, which in turn reinforces environmental sustainability and equitable development. 

Community wealth-building strategies spread the benefits of business ownership widely, thus improving the ability of communities and their residents to own assets, anchor jobs, expand public services, and ensure local economic stability. The field is composed of a broad array of locally anchored institutions, such as hospitals and educational institutions that have the potential to be powerful agents to build both individual and commonly held assets. Their activities range along a continuum from efforts focused solely on building modest levels of assets for low-income individuals to establishing urban land trusts, community benefiting businesses, municipal enterprises, nonprofit financial institutions, cooperatives, social enterprises, and employee-owned companies. Also included in the mix is a range of new asset development policy proposals that are winning support in city and state governments. 

These institutional forms of community wealth-building help a community build on its own assets. They make asset accumulation and community-shared ownership central to local economic development. In so doing, community wealth-building provides a new way to begin to heal the economic opportunity divide between haves and have-nots at its source: providing low- and moderate-income communities with the tools necessary to build their own wealth. 

Although a strategy to scale up community wealth-building strategies will face many challenges, a pair of unusual openings exist that, if seized on, can greatly strengthen the effort. In particular, momentum and scale can be achieved by: (1) aligning wealth building efforts with the growing movement among anchor institutions to participate in community-building and economic development, and (2) capitalizing on the growing interest in building local green economies and green jobs. 

Anchor institutions are firmly rooted in their locales. In addition to universities and hospitals (often referred to as “eds and meds”), anchors may include cultural institutions, health care facilities, community foundations, faith-based institutions, public utilities, and municipal governments. Typically, anchors tend to be nonprofit corporations. Because they are rooted in place (unlike for-profit corporations, which may relocate for a variety

of reasons), anchors have, at least in principle, an economic self interest in helping to ensure that the communities in which they are based are safe, vibrant, healthy, and stable.

A key strategic issue is how to leverage the vast resources that flow through these institutions to build community wealth by such means as targeted local purchasing, hiring, real estate development, and investment. Importantly, within both the higher education and health care sectors, institutions are increasingly committed to defined and measurable environmental goals, such as shrinking their carbon footprints, that help reinforce

a focus on localizing their procurement, investment, and other business practices.

Over the past decade a great deal of momentum has been built around engaging anchor institutions in local community and economic development. It is now widely recognized that anchor institutions are important economic engines in many cities and regions, including their role as significant employers. For example, a 1999 Brookings Institution report found that in the 20 largest U.S. cities, universities and hospitals accounted

for 35 percent of the workforce employed by the top 10 private employers.

The potential for anchor institutions to generate local jobs is substantial. The most straightforward way to create jobs is to shift a portion of their purchase of food, energy, supplies, and services to local businesses. Targeted procurement can create jobs directly and have multiplier effects in regional economies. 

The University of Pennsylvania is a good example. In fiscal year 2008 alone, Penn purchased approximately $89.6 million (approximately 11 percent of its total purchase order spending) from West Philadelphia suppliers. When Penn began its effort in 1986, its local spending was only $1.3 million. Determining economic impact is an inexact science, but given that Penn has shifted nearly $90 million of its spending to West Philadelphia, a very conservative estimate would suggest that minimally Penn’s effort has generated 160 additional local jobs and $5

million more in local wages than if old spending patterns had stayed in place.

Another innovative example of an anchor institution using its economic power to directly benefit the community is in Cleveland and its surrounding counties in northeast Ohio. In 2005, University Hospitals announced a path-breaking, five-year strategic growth plan called Vision 2010. The most visible feature of Vision 2010 was new construction of five major facilities, as well as outpatient health centers and expansion of a number of other facilities. Total cost of the plan was $1.2 billion, of which about $750 million was in construction.

In implementing Vision 2010, University Hospitals made a decision to intentionally target and leverage its expenditures to directly benefit the residents of Cleveland and the overall economy of northeast Ohio. For example, Vision 2010 included diversity goals (minority and female business targets were set and monitored), procurement of products and services offered by local companies, hiring of local residents, and other targeted

initiatives. These goals were linked both to the construction phase and the ongoing operation of the new facilities once opened. By the conclusion of the project, more than 100 minority- or female-owned businesses were engaged through University Hospitals’ efforts, and more than 90 percent of all businesses that participated in Vision 2010 were locally based, far exceeding the target. To realize its objectives, the hospital instituted internal

administrative changes to its traditional business practices to give preference to local residents and vendors, and to ensure that its “spend” would be leveraged to produce a multiplier effect in the region. These changes have recently been implemented throughout the hospital’s annual supply chain (beyond construction projects), with local purchasing targets now set for all purchases over $50,000. Given that University Hospitals’ annual “spend” is in excess of $800 million, this should produce considerable local economic value and job creation in the region.

Another Cleveland effort—the Greater University Circle Initiative—involves the Cleveland Foundation, anchor institutions, the municipal government, community-based organizations, and other civic leaders. Over time, the Initiative has become a comprehensive community-building and development strategy designed to transform Greater University Circle by breaking down barriers between institutions and neighborhoods. The goal of this anchor-based effort is to stabilize and revitalize the neighborhoods of Greater University Circle and similar

areas of Cleveland.

The Initiative works on a number of fronts: new transportation projects and transit-oriented commercial development; an employer-assisted housing program is encouraging employees of area nonprofits to move back into the city’s neighborhoods; an education transformation plan designed in partnership with the city government; and community engagement and outreach efforts that promote resident involvement. The most recent strategic development was the launch in 2007 of an economic inclusion program known as the Evergreen Cooperative Initiative.

The Evergreen Initiative’s audacious goal is to spur an economic breakthrough in Cleveland by creating living wage jobs and asset building opportunities in six low-income neighborhoods with 43,000 residents. Rather than a trickle-down strategy, Evergreen focuses on economic inclusion and building a local economy from the ground up. Rather than offering public subsidy to induce corporations to bring what are often low-wage jobs into the

city, the Evergreen strategy is catalyzing new businesses that are owned by their employees. And rather than concentrate on workforce training for jobs that are largely unavailable to low-skilled and low-income workers, the Evergreen Initiative first creates the jobs and then recruits and trains local residents to take them.

Evergreen represents a powerful mechanism to bring together anchor institutions’ economic power to create widely shared and owned assets and capital in low-income neighborhoods. It creates green jobs that not only pay a decent wage and benefits, but also, unlike most green efforts, builds assets and wealth for employees

through ownership mechanisms.  

The initiative is built on five strategic pillars: (1) leveraging a portion of the multi-billion-dollar annual business expenditures of anchor institutions into the surrounding neighborhoods; (2) establishing a robust network of Evergreen Cooperative enterprises based on community wealth building and ownership models designed to service these institutional needs; (3) building on the growing momentum to create environmentally sustainable

energy and green-collar jobs (and, concurrently, support area anchor institutions in achieving their own environmental goals to shrink their carbon footprints); (4) linking the entire effort to expanding sectors of the economy (e.g., health and sustainable energy) that are recipients of large-scale public investment; and (5) developing the financing and management capacities that can take this effort to scale, that is, to move beyond a few boutique projects or models to have significant municipal impact.

Although still in its early stages, the Evergreen Cooperative Initiative is already drawing substantial support, including multi-million-dollar financial investments from the federal government (particularly U.S. Department of Housing and Urban Development) and from major institutional actors in Cleveland.

The near-term goal (over the next 3–5 years) is to spark the creation of up to 10 new for-profit, worker-owned cooperatives based in the Greater University Circle area of Cleveland. Together, these 10 businesses could employ approximately 500 low-income residents. Each business is designed as the greenest within its sector in northeast Ohio. Financial projections indicate that after approximately eight years, a typical Evergreen worker-owner could possess an equity stake in their company of about $65,000. The longer-term objective of the Evergreen Initiative is to stabilize and revitalize Greater University Circle’s neighborhoods.

The first two businesses—the Evergreen Cooperative Laundry

(ECL) and Evergreen Energy Solutions (E2S, formerly Ohio

Cooperative Solar)—today employ about 50 worker-owners

between them. Furthermore:

· ECL is the greenest commercial-scale health care bed linen laundry in Ohio. When working at full capacity, it will clean 10–12 million pounds of health care linen a year, and will employ 50 residents of Greater University Circle neighborhoods. The laundry is the greenest in northeast Ohio; it is based in a LEED Gold building, requires less than one-quarter of the amount of water used by competitors to clean each pound of bed linen, and produces considerable carbon emission savings through reduced energy consumption.

· E2S is a community-based clean energy and weatherization company that will ultimately employ as many as 50 residents. In addition to home weatherization, E2S installs, owns, and maintains large-scale solar generators (panels) on the roofs of the city’s biggest nonprofit health and education buildings. The institutions, in turn, purchase the generated electricity over a 15-year period. Within three years, E2S likely will have more than doubled the total installed solar in the entire state of Ohio. 

A third business, Green City Growers (GCG), will be open for business later this year. GCG will be a year-round, large-scale, hydroponic greenhouse employing approximately 40 people year-round. The greenhouse, which is now under construction, will be located on 10 acres in the heart of Cleveland, with 3.25 acres under glass (making it the largest urban food production facility in America). GCG will produce approximately three

million heads of lettuce per year, along with several hundred thousand pounds of basil and other herbs. Virtually every head of lettuce consumed in northeast Ohio is currently trucked from California and Arizona. By growing its product locally, GCG will save more than 2,000 miles of transportation, and the resulting carbon emissions, for each head of lettuce it sells. The region’s produce wholesalers are enthusiastic because they will gain seven

days more shelf life for the product.

Beyond these three specific businesses, the Evergreen Cooperative Corporation acts as a research-and-development vehicle for new business creation tied to specific needs of area anchor institutions. Through this process, a pipeline of next-generation businesses is being developed.

Virtually all of the financing of Evergreen is in the form of debt—a combination of long-term, low-interest loans from the federal government (such as HUD108) that focus on job creation targeted at low-income census tracts; tax credits (in particular, New Markets Tax Credit and federal solar tax credits); and grant funds from the Cleveland Foundation and others that have capitalized a revolving loan fund (the Evergreen Cooperative

Development Fund). The fund invests in individual Evergreen companies as deeply subordinated debt at a 1 percent interest rate. Recently, Evergreen has secured five-year below-market rate loans from “impact investors” who are willing to make a lower return in order to put their money to work to improve the Cleveland community. Evergreen has also succeeded in attracting some local bank participation, particularly for its solar company.

An anchor institution strategy like the one in Cleveland can be a powerful job creation engine, not simply by localizing production, but also by forging a local business development strategy that effectively meets many of the anchor institutions’ own needs, which the existing market may not be equipped to handle. Or, put more succinctly, anchor institutions have the potential to not only support local job creation, but also to shape local markets.

Ultimately, of course, the success of Evergreen will depend not only on Cleveland’s anchor institutions, its local philanthropy, and the support of the city government. The men and women who have become Evergreen’s worker-owners will determine the viability of the strategy. Keith Parkham, the first neighborhood resident hired in 2009, is now the managing supervisor of the Evergreen Cooperative Laundry. Says Parkham, “Because this

is an employee-owned business, it’s all up to us if we want the company to grow and succeed. This is not just an eight-hour job. This is our business.” His colleague, Medrick Addison, speaks for many Evergreen worker-owners when he says, “I never thought I could become an owner of a major corporation. Maybe through Evergreen things that I always thought would be out of reach for me might become possible. Owning your own job is a beautiful thing.”

Ted Howard is the executive director of the Democracy Collaborative at the

University of Maryland and the Steven Minter Senior Fellow for Social Justice

at the Cleveland Foundation. This paper draws in part on work previously
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