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First Cost Is a Major A Barrier
to Energy Efficiency Programs

• This has been an ongoing barrier to energy
efficiency programs since the 1980s.

• Energy organizations are developing new and
innovative strategies to appeal to residential
customers as a way to encourage them to make
“whole house” or comprehensive retrofits to
their homes.

• This presentation summarizes the best practices
and lessons learned from a review of energy
efficiency financing programs around the US.
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Overview of Energy Financing Programs

Most share the following key characteristics:
• Target market is single-family owner-occupied homes;

a few programs are open to multifamily homes
and rental properties.

• Marketing channels are mostly through contractors
and direct marketing from utilities.

• Loan amounts range from $4,000 to $10,000.
• Interest rates vary from 0% to 12%; most offer interest

rates of 4% to 8%.
• Terms tend to be 5-8 years; a few offer longer terms.
• Most programs serve less than 0.1% of the customer base.
• Enjoy low annual default rates of 0% to 3%.
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Property Assessed Clean Energy Loans (PACE)

Developed as a way to
overcome some of the
challenges to implementing
a successful financing
program. From 2008-2010,
24 states and the District of
Columbia passed legislation
enabling PACE programs.

However PACE has run into
regulatory hurdles that
have effectively stopped
this program for residential
customers.

Local Government Benefits
• Means to effectively implement energy

conservation/GHG reduction policies

• Stimulus for local economies

• Means to support retrofit/renewable energy programs
without committing general fund dollars

Property Owner Benefits
• Means to pay for energy efficiency improvements or

renewable energy systems with no upfront cost

• Loan for energy efficiency improvements with no credit
score or other type of borrower history qualification

• Long-term payback

• Loan is tied to the property and does not need to be
repaid at the time of sale if the property is sold

• Way to overcome the 5-7 year home ownership turnover
barrier to making long-term improvements

• Hedge against rising energy prices
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Concierge Programs

• Energy Trust of Oregon, Inc. (Energy Trust)
worked with Clean Energy Works Oregon (CEWO) to
develop and offer an innovative on-bill financing
program in accordance with a legislative requirement
to provide easy-to-use financing for residential and
commercial energy-efficiency and renewable energy
projects in Oregon.

• Energy advisors guide residents through the energy
efficiency audit process through installation.

• However, the initial program design was very
complicated and led to high program drop off rates.



www.johnsonconsults.com6

CEWO Program Participation Process
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On-Bill Financing Programs

• Concept of on-the-bill financing was formalized
in the Pay-As-You-Save® Program Model
developed by the Energy
Efficiency Institute (EEI).

• Model focuses on reducing split incentives for
landlords and property developers.

• Approach has been especially appealing to rural
electric cooperatives that are unregulated
electric utilities serving primarily rural
customers throughout the United States.
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Financing
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Hawaiian Electric & Midwest Energy
Offered Variations on This Idea

HECO Midwest Energy
Targeted Equipment Solar Water Heaters Space and Water Efficiency Measures

Marketing Approach Contractor Driven Customer Driven

No Customer Down Payment √ √
On-the-Bill Financing of
Efficiency Improvements

√ √

Utility Tariff Service √ √

Installation Tied to Location √ √

Implemented Through
Approved Contractors

√ √

Required Post Inspection/
Verification

√ √

Term of Loan (Maximum) 12 years 15 years

Additional Features
 $1,000 rebate
 Equipment Warranty
 Free Maintenance

 Comprehensive Energy Audit
 Economic Analysis
 Contractor Management
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Corporate Approaches

• The Home Energy Assistance Loan (HEAL) program is
implemented by the William J. Clinton Climate Initiative (CCI).

• CenterPoint, a natural gas utility in Little Rock, Arkansas,
partnered with CCI to provide co-funding and incentives for
eligible residential measures installed within their service
territory for customers with gas space heating.

• Program encourages energy efficiency through two channels:
– Large businesses receive a free audit and information regarding

energy efficiency improvements, for which they can then receive
federal funds for implementing and rebates from CenterPoint;

– As a condition of receiving these funds, the employer must set aside
a fund available to employees to provide loans for home efficiency
improvements. Eligible improvements include ceiling insulation,
duct repair, and air sealing.
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HEAL Results to Date

The HEAL Partnership retrofitted 25 homes
in 2014, which included:

• Air sealing at 2 homes;
• Ceiling insulation at 21 homes; and
• Duct repair in 22 homes.

Program
Year

# Participants Budget
Actual Goal Spent Allocated

2011 113 304 $25,523 $129,620
2012 75 368 $65,871 $141,431
2013 147 368 $199,532 $154,509
2014 25 368 $25,988 $54,509
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Lessons Learned from
Program Design



www.johnsonconsults.com13

#1 Keep the Application Process Simple

• Quick application processing;
• Approval over the phone for

unsecured loans;
• Deposit loan funds directly into contractors’

accounts as soon as customers sign off; and
• Contractors receive prompt payment for their

services.
… but not too simple

Need to eliminate “tire kickers” or those folks not
interested in pursing energy efficiency improvements



www.johnsonconsults.com14

#2: Invest In and Engage Contractors

• Contractors are often the “program
ambassadors”.

• CEWO has strong requirements but also
invests in coaching, mentoring and helping
them develop their business.

• Many programs also provide marketing support
to contractors.
– This ensures consistency in messaging among contractors

and provides contractors with valuable tools to explain the
program and benefits of home energy improvements to
potential participants.
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#3: Offer One-Stop Shopping

• CEWO developed a more simplified
approach that now offers
no-money-down, no-fee financing, and a
simple qualification process.

• This program bundled multiple energy
upgrades into a one-time, one-stop Home
Energy Remodel and equips homeowners
with expert guidance from start to finish.

• CEWO’s approach of emphasizing “easy”
resonated well with customers.
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#4: Financing, Not Energy
Efficiency, Drives Decisions

• Slightly more than one-quarter (28%) of US
homeowners completed home improvements
in 2009; average project size = approximately $9,000.

• Important to offer financing to “qualifying measures”
rather than just home improvement projects.

• Midwest Energy creates a “conservation plan” (part of

the audit); essentially the work scope contractors must
follow in order for participants to receive funding.
– This approach ensures that only the most cost-effective

measures are completed, while also simplifying the
decision-making process for customers.
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#5: Speak English
Not Energy to Customers

• Sell Something People Want
– People buy for “non energy” improvements

• Avoid Energy Jargon
– Avoid works like retrofit, remodel, audit

and residences

– Use more natural words like home, home
improvements, and home efficiency instead
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#6: Minimize “Lost
Opportunities” by Offering Choices

• Several financing programs offer a menu
of loan options, including smaller and
unsecured loans to complement secured loans.
– This approach, called bridging, lowers the program’s overall

customer acquisition cost while providing attractive options
to a wider pool of applicants.

• Other successful financing programs
offer alternative or complementary loans,
rebates or other financing options for those
customers who do not want to continue to an
on-bill financing program.
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There are a lot of
interesting program
designs and strategies
to offer customers energy
efficiency financing.

However, it is important
to ground these programs
in “best practices” to
ensure program success.
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