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Projected Costs Within Budget:  Administration:     Revolving Loans:     Subgrants:    
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If you are proposing more than one activity, save this file as many times as needed with successive page numbers.  For example:  "OH-CITY-Columbus-
Project Activity page 1.pdf," "OH-CITY-Columbus-Project Activity page 2.pdf," and continue as needed. 


	Text1: City of Bellingham
	Text14: The Energy Efficiency Community Challenge (Program) will target comprehensive, deep energy efficiency retrofits for both commercial and residential facilities.  The Program will accomplish this by providing financing, technical assistance, a qualified workforce, and by raising public awareness of opportunities to conserve energy through community-based social marketing.  The Program will provide a suite of services to participants including audits, access to qualified and pre-screened contractors, attractive and affordable financing, utility rebates, tax incentives, project monitoring and evaluation. The City will contribute $50K in EECBG funds to develop the Program and $250k in EECBG funds to establish a financing mechanism.  

Beyond the City's contribution, the Program involves the contribution of multiple community partners including the County, the City of Bellingham, local financial institutions (TBD), utilities (Puget Sound Energy & Cascade Natural Gas), the community action agency (Opportunity Council), energy efficiency contractors, (including the Building Performance Center), Bellingham Technical College, and the non-profit (Sustainable Connections).  The utilities are contributing audits, energy efficiency (EE) incentives and a Resource Conservation Manager to serve the commercial sector.  The Opportunity Council will expand its low-income weatherization retrofit program to provide similar services to the entire residential sector.  The Building Performance Center and Technical College have a long and established history of workforce training and will partner to offer a new weatherization certification program.  All partners will contribute their marketing capabilities.  

We propose to take an innovative approach to this Program by developing a financing mechanism that will support and leverage commercial lending.  The City will contribute $250K, matched by $250K from the County, to a loan loss reserve fund (LRF) that supports partner financial institutions (FIs) to make EE project loans with their own resources.  The LRF will enable the FI to offer longer terms, lower interest rates and broader access to finance.  With $500K of EECBG (City and Whatcom County) funds we expect the FIs to be able to lend up to $5 million, an indirect leverage ratio of 10 to 1.  The LRF will support the whole EE loan portfolio and is sized at a margin higher than the portfolio's estimated loan losses.  The EECBG funds are initially placed in a deposit account.  As the FI makes the loans, EECBG funds will be transferred from this deposit account to the loan loss reserve account where they are available for the FI to draw on to pay loan losses.  At the time of transfer, the EECBG funds will be considered spent, as they will be tied directly to loans that support identifiable, measurable EE projects.  Subsequently, if actual loan losses are less than the reserve amount, these funds will be available to support new lending as the first loans are repaid.  The LRF will be managed, and loan facilities offered, by FI partners, to be selected through a request for proposal (RFP) process.  The final terms of this financing mechanism will be finalized at that time.  Several FIs have expressed interest to respond to the RFP (see letters of interest) to be issued in July.  
     
This financing mechanism is not a loan guarantee; it uses the EECBG funds to mobilize commercial lending by sharing risk with the partner FIs, but it does not eliminate risk for the lender.  There is no guarantor in this mechanism.  The liability of the City and County is limited to the EECBG funding provided only.  The FIs are at risk for the repayment of all loan amounts in the EE loan portfolio in excess of the extra loan loss reserves provided.  Therefore, prudent lending origination and administration will be maintained.  The reserve account must stay in place until the loan portfolio is retired at which point any remaining funds will be designated to support further EE lending.  
     
The City and its partners will be monitoring the success of the loan portfolio carefully.  Two additional uses of funds may be engaged if at the time of our review it is deemed necessary to further stimulate the community's interest and ability to invest in EE.  These uses are: interest rate buy downs and direct grants to customers to support deeper conservation measures.
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