
Discussion	Topics	for	OBFWG	
Prepared	by	the	Pennsylvania	Housing	Finance	Agency	

February	20,	2013	
 

 
 

	
1. In	 order	 to	 determine	 the	 success	 of	 a	 pilot	 program,	 performance	 metrics	 will	 need	 to	 be	

established.		Please	provide	detailed	comments	as	to	what	metrics	would	allow	a	pilot	to	
be	 deemed	 successful.	 	 Additionally,	 please	 include	 in	 these	 comments	 responses	 as	 to	
whether	there	should	be	a	minimum	or	maximum	number	of	projects	included	in	the	pilot	and	
also	if	said	projects	should	have	a	set	monetary	cap.		And	what	should	the	length	of	the	pilot	be?		

	
We	would	consider	the	pilot	program	a	success	if	the	following	goals	were	achieved:	

 The	program	attracted	funding	from	lenders/investors,	providing	favorable	financing	
for	a	period	of	up	 to	 ten	 years.	 	A	 funding	 total	of	at	 least	 $10	million	 should	be	a	
minimum	target.			

 The	 level	of	savings	provided	by	 the	retrofits	was	greater	 than	 the	costs.	 	The	utility	
bills	after	retrofit,	including	the	loan	repayment,	must	be	equal	to	or	less	than	the	bills	
prior	to	the	retrofit	(excluding	any	rate	increases).	

 The	accomplishment	of	deeper	retrofits	than	currently	occurring	with	rebates.	
 The	targeted	goal	for	energy	savings	is	met.		This	target	should	be	set	as	a	percentage	

of	energy	usage.	

We	do	not	believe	 there	 is	a	need	 to	establish	a	minimum	or	maximum	number	of	projects	
since	this	will	really	be	dependent	on	the	level	of	funding	that	is	provided.		The	more	funding,	
the	more	deep	energy	retrofits	can	be	accomplished.		We	also	would	not	set	a	monetary	cap	at	
this	time.		The	level	of	funding	for	retrofits	will	be	dependent	on	the	interest	rate	of	the	funding	
source	and	the	cost	for	the	retrofits,	and	how	the	two	fit	together	and	still	meet	the	goal	of	not	
increasing	the	total	utility	bill.		The	cap	will	occur	naturally.		As	an	example,	we	found	that	the	
average	cost	of	deep	retrofits	of	multifamily	developments	utilizing	ARRA	funding	was	$3,000	
per	unit,	which	is	half	of	the	monetary	cap	of	$6,000	per	unit	allowed	under	the	program.			

The	length	of	the	pilot	program	will	probably	last	for	at	least	a	36	month	period,	depending	on	
the	amount	of	time	needed	to	ramp	up.	

	
2. Please	comment	as	to	some	possible	timelines	for	the	deployment	and	implementation	of	a	pilot	

program.			
	

As	stated	above,	 the	overall	period	of	 time	 for	a	pilot	will	 last	at	 least	36	months.	 	The	 first	
part,	 which	may	 take	 up	 to	 a	 year,	 is	 ramping	 up	 for	 the	 program.	 	 This	 would	 include	
updating	 the	 systems	 of	 the	 utility	 companies,	 selecting	 a	 qualified	 on‐bill	 administrator,	
bringing	 together	 the	 various	 funding	 sources,	 drafting	 and	 agreeing	 on	 the	 various	 legal	
documents,	and	marketing	 the	program.	 	The	 second	 year	would	be	 comprised	of	 selecting	
projects	and	completing	the	retrofits.		The	third	year	would	be	needed	to	measure	the	savings	
realized.		Obviously,	this	is	a	very	broad	brush	of	the	process	and	all	that	will	need	to	go	into	it.			

	
3. Should	 it	 be	decided	 that	OBF	 is	possible	beyond	a	pilot	program,	 to	 the	best	of	 your	ability,	

please	detail	what	you	believe	would	be	the	key	cost	components	of	a	long‐term	program.		What	
would	 the	 cost	 of	 full	 implementation	 of	 OBF	 look	 like?	 	 Please	 provide	 an	
itemization/categorization	of	costs	as	much	as	you	are	able	(e.g.	the	costs	of	updating	systems	
could	be	one	cost	in	an	overall	cost	breakdown).	
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The	Final	Report	from	the	New	York	Public	Service	Commission	Working	Group	VI	regarding	
On‐Bill	Financing	is	a	good	place	to	start.			As	indicated,	costs	for	the	utilities	may	include:	

 Billing	and	invoicing	
 Payment	processing	and	allocation	
 Collection	(defaults,	notifications,	disconnection/reconnection,	etc.)	
 Customer	service	
 Interfaces	between	utility	and	the	on‐bill	administrator	

The	On‐Bill	Administrator	would	take	on	all	aspects	of	administering	the	program,	including	
project	 selection,	 monitoring	 of	 construction,	 certification	 of	 completion,	 monitoring	 of	
savings,	 communication	 with	 lenders	 and	 utilities,	 reporting	 requirements,	 etc.	 	 An	
appropriate	 fee	 for	 this	 service	 will	 need	 to	 be	 calculated	 once	 all	 responsibilities	 are	
determined.			

4. Please	comment	as	to	how	to	handle	partial	payments	and	termination	(please	consider	issues	
such	 as	 those	 that	 would	 pertain	 to	 a	 commercial	 master‐metered	 multifamily	 unit	 where	
termination	 of	 electric	 services	 to	 the	 building	 due	 to	 non‐payment	 by	 the	 building	 owner	
would	adversely	affect	tenants	of	said	building).	
	

We	need	 to	keep	 in	mind	 that	one	of	 the	primary	 requirements	of	 this	program	 is	 that	 the	
monthly	billing	post‐retrofit,	including	the	loan	payment,	must	be	equal	to	or	less	than	the	pre‐
retrofit	billing.	 	Therefore,	if	there	is	a	lapse	in	payment,	that	lapse	would	have	been	reached	
with	or	without	retrofits	occurring.			
	
In	order	to	attract	the	necessary	capital	with	favorable	terms	to	this	program	with,	the	threat	
of	 the	 possibility	 of	 a	 termination	 must	 be	 maintained.	 	 We	 would	 suggest	 that	 partial	
payments	be	allocated	pro	rata	between	energy	and	loan	obligations.			
	

5. Please	 consider	 and	 comment	 on	 how	 an	 energy	 audit	 would	 be	 paid	 for.	 	 If	 an	 audit	 was	
conducted	and	the	project	was	deemed	not	qualified	to	take	part	in	the	OBF	program,	would	the	
business	owner	cover	the	cost	of	the	audit	separately?		If	a	project	is	qualified,	should	the	audit	
be	included	in	the	OBF	loan	or	paid	for	separately?	
	

We	would	suggest	that	the	cost	of	the	energy	audit	be	initially	covered	by	the	owner,	with	the	
payment	 eligible	 to	 be	 included	 in	 the	OBF	 loan,	 should	 the	 owner	move	 forward	with	 the	
retrofits.		If	the	owner	does	not	move	forward	with	the	retrofit,	then	the	cost	is	on	the	owner.		
It	should	be	noted	that	there	may	be	funds	available	to	cover	some	of	these	costs.		For	instance,	
PHFA	has	access	to	funds	provided	by	a	foundation	to	help	pay	half	of	the	energy	audit	costs.			
	

6. Please	respond	to	an	additional	consideration,	similar	to	the	previous	question.	 	Would	safety	
and	repair	be	included	in	an	OBF	loan	or	would	that	cost	be	incurred	separately	by	the	business	
owner?			
	

They	can	be	included	in	the	OBF	loan,	provided	that	with	the	inclusion	of	the	safety	and	repair	
item,	the	criteria	of	bill	neutrality	is	still	met.			

	
7. Please	 provide	 suggestions	 as	 to	 how/if	 the	 proposed	 model	 could	 be	 modified	 to	 include	

government/nonprofit/multifamily	entities.			Should	there	be	a	separate	model	for	multifamily?		
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If	 yes,	 please	 describe	 or	 provide	 said	 model.	 	 Should	 there	 be	 a	 separate	 model	 for	
government/nonprofit?		If	yes,	please	describe	or	provide	said	model.	
	

At	PHFA,	we	do	believe	a	separate	model	for	multifamily	would	be	beneficial.		We	will	provide	
a	suggested	model	to	you	in	the	near	future.			

	
8. At	 the	meeting,	 bill	 neutrality	 was	 discussed.	 	Please	 comments	 as	 to	how	bill	neutrality	

would	best	be	determined.	 	 Please	 consider	 (but	 do	 not	 limit	 discussion	 to)	 the	 following:	
Should	 it	 be	 based	 on	 estimated	 energy	 savings?	 	 How	 would	 changes	 in	 circumstances	 be	
accounted	for?		Should	the	payback	period	be	taken	into	consideration?			
	

Bill	neutrality	will	need	to	be	determined	by	an	estimate	of	the	energy	savings	at	an	assumed	
rate	(most	like	the	rate	currently	used).	The	estimated	payback	period	should	be	less	than	or	
equal	to	the	term	of	the	financing.		The	proposed	retrofit	must	have	a	savings	investment	ratio	
of	1	or	greater.			
	
We’re	assuming	 that	changes	 in	circumstances	 (tenant	behavior,	 rate	 increases,	etc.)	would	
have	occurred	regardless	of	the	retrofits	and	do	not	need	to	be	accounted	for.			

	
9. Please	comment	as	to	whether	or	not	OBF	should	be	only	available	to	energy	efficiency	projects	

that	qualify	under	Act	129.			If	it	is	restricted	to	Act	129	projects,	should	there	be	coordination	
with	interested	gas	companies	to	allow	them	to	participate	as	well?		If	it	is	not	restricted	to	Act	
129	projects,	please	provide	suggestions	for	cost‐recovery	options.	
	

On‐bill	 financing	 should	 be	available	 for	 energy	 improvements	 other	 than	Act	129,	 such	as	
improvement	of	building	envelope,	insulations,	etc.	 	However,	it	is	also	important	the	Act	129	
improvements	are	also	included	in	the	scope	so	that	the	electric	utilities	can	receive	credit	for	
meeting	 the	 Act	 129	 requirements.	 	 For	 a	more	 complete	 and	 widespread	 program,	 it	 is	
important	that	gas	companies	participate	as	well.			

	
10. Finally,	 please	 provide	 a	 listing	 of	 available	 “off‐bill”	 financing	 options,	 paying	 particular	

attention	to	available	financing	for	small	commercial	and	industrial.			
	

There	 are	 very	 few,	 if	 any,	 “off‐bill”	 financing	 options.	 Limited	 resources	may	 be	 available	
through	 the	 Weatherization	 Assistance	 Program,	 sustainable	 energy	 funds	 and,	 perhaps,	
foundations.	 	 In	 the	 affordable	multifamily	 housing	world,	many	 developments	 have	 a	 first	
mortgage	with	the	U.S.	Department	of	Housing	and	Urban	Development,	which	will	not	allow	
secondary	lien	positions	behind	them.		Many	of	the	other	developments	have	as	many	as	three	
or	more	liens	on	the	property	already.		A	financial	institution	will	not	be	willing	to	lend	money	
for	retrofits	under	such	circumstances.			
	
Therefore,	for	the	affordable	multifamily	industry	in	Pennsylvania,	on‐bill	financing	is	critical.			

 


