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CRHMFA Homebuyers Fund (CHF) has drafted various documents that provide the detail and backup for the Implementation Plan.  This document provides a narrative summary of those documents and should only be used in conjunction with those documents.  Subtask 2.1 Program Management requires that the Implementation Plan include eight components.  The following sections provide a summary of those components.

Task and Subtask Objectives
CHF’s program is broken into two tasks: Task 1 is Administration and Task 2 is Technical Tasks.  Task 1 includes twelve subtasks and Task 2 includes nine subtasks.  The following table lists the tasks and subtasks together with the objectives for each of them.

	Task
	Objective

	1
	Ensure that all administrative tasks related to the grant are accomplished

	1.1
	Establish the lines of communication and procedures for implementing the Agreement

	1.2
	Determine if the project should continue to receive Energy Commission funding and, if so, determine if any modifications are necessary

	1.3
	Identify the required activities necessary to closeout the Agreement

	1.4
	Verify periodically that satisfactory and continued progress is made toward achieving the research objectives of the Agreement

	1.5
	Set forth the general requirements for submitting test plans, technical reports and other interim deliverables

	1.6
	Prepare a final report for the Agreement

	1.7
	Ensure that leveraged funds are obtained and applied to the Agreement

	1.8
	Obtain all permits required for work completed under the Agreement in advance of the date they are needed to keep the schedule on track

	1.9
	Unify the formats of electronic data and documents provided to the Energy Commission

	1.10
	This subtask relates to Davis Bacon and does not apply to the program

	1.11
	Ensure compliance with requirements of Section 106 of the National Historic Preservation Act prior to the expenditure of SEP funds

	1.12
	Submit a Waste Management Plan to the Energy Commission prior to the expenditure of SEP funds

	
	

	2
	Ensure that all program deliverables are accomplished

	2.1
	Develop a detailed Implementation Plan to complete the program

	2.2
	Implement the program

	2.3
	Create jobs through the implementation of energy efficiency retrofit projects

	2.4
	Provide marketing and outreach to potential program beneficiaries

	2.5
	Oversee the implementation of program designed energy retrofit installations

	2.6
	Ensure that all projects meet program standards

	2.7
	Provide verification of energy savings on all projects completed

	2.8
	Ensure that record retrieval is simple, fast and reliable

	2.9
	Promote / introduce elements into the marketplace to ensure sustainability and market transformation by continuing the program beyond March 31, 2012


Assign Resources and Deadlines
CHF is using its staff to perform all of the administrative tasks and some of the technical tasks.  Most of the program money is being provided to homeowners through loans and grants so that the homeowner can employ contractors to retrofit their homes.  CHF staff provide the administrative support, marketing the program, recruiting the contractors, review of the loan and grant applications, ensure verification of the results of the retrofits and reporting to the Energy Commission.  We have assigned staff and set deadlines as shown in the following table.
	Subtask
	Staff Assigned
	Deadline

	1.1
	Ferguson, Lowder, Holmes, Norton, Dolk, Tran
	10/30/10

	1.2
	Ferguson, Lowder, Holmes, Norton, Dolk, Tran, Bales, Rahill
	2/1/12

	1.3
	Ferguson, Lowder, Holmes, Norton, Dolk, Tran, Bales, Rahill
	3/31/12

	1.4
	Ferguson, Lowder, Holmes, Norton, Dolk, Tran, Bales, Rahill
	3/31/12

	1.5
	Ferguson, Lowder, Holmes, Norton, Dolk, Tran, Bales, Rahill, Walters, Kopico
	TBD

	1.6
	Ferguson, Lowder, Holmes, Norton, Dolk, Tran, Bales, Rahill, Walters, Kopico
	3/31/12

	1.7
	Ferguson, Lowder, Holmes, Norton, Dolk, Tran, Kopico
	11/8/10

	1.8
	Lowder, Dolk
	11/8/10

	1.9
	Ferguson, Lowder, Dolk, Tran, Bales, Rahill, Walters
	3/31/12

	1.10
	Lowder, Dolk
	

	1.11
	Ferguson, Lowder, Dolk, Tran, Nguyen, Mills, Tabla
	

	1.12
	Ferguson, Lowder, Dolk, Tran, Nguyen, Mills, Tabla
	

	
	
	

	2.1
	Ferguson, Lowder, Holmes, Norton, Dolk, Tran
	11/1/10

	2.2
	Ferguson, Lowder, Holmes, Norton, Dolk, Tran, Bales, Rahill, Walters, Kopico, Nguyen, Mills, Tabla, Lowery
	3/31/12

	2.3
	Ferguson, Lowder, Holmes, Norton, Dolk, Tran, Bales, Rahill, Walters, Kopico, Nguyen, Mills, Tabla, Lowery
	3/31/12

	2.4
	Ferguson, Lowder, Holmes, Norton, Dolk, Tran, Rahill, Walters, Kopico, Nguyen, Mills, Tabla, Lowery
	3/31/12

	2.5
	Ferguson, Lowder, Holmes, Norton, Dolk, Tran, Bales, Rahill, Walters, Kopico, Nguyen, Mills, Tabla, Lowery
	3/31/12

	2.6
	Ferguson, Lowder, Holmes, Norton, Dolk, Tran, Bales, Rahill, Walters, Kopico, Nguyen, Mills, Tabla, Lowery
	3/31/12

	2.7
	Ferguson, Lowder, Holmes, Norton, Dolk, Tran, Bales, Rahill, Walters, Kopico, Nguyen, Mills, Tabla, Lowery
	3/31/12

	2.8
	Ferguson, Lowder, Norton, Dolk, Tran, Bales, Rahill, Walters, Kopico, Nguyen, Lowery
	4/10/12

	2.9
	Ferguson, Lowder, Norton, Dolk
	3/31/12


Expected Expenditures
The CHF program has five groups of expenditures: administrative expenses, MIRACL loans, MIRACL loan grant, 203k loan grants and energy audit grants.  The administrative expenditures are primarily for staff and staff travel projected to total $1,460,301.  The MIRACL loans are the largest expenditure group projected at $9,356,500.  The projected MIRACL loan grant total is $1,382,500.  The 203k loan grants projected at $$2,729,000 are split between refinancing loan grants and purchase loan grants.  The energy audit grants projected at $1,571,700 will cover the retrofit projects in and out energy audits.  Task 1 expenditures total $190,113 and Task 2 expenditures total $16,309,888 for a total program expenditure of $16,500,001.  Those amounts are spread throughout the various subtasks as shown in the following table.
	Subtask
	Projected Expenditures

	1.1
	$14,041

	1.2
	$26,935

	1.3
	$28,423

	1.4
	$52,918

	1.5
	$0

	1.6
	$28,845

	1.7
	$16,364

	1.8
	$0

	1.9
	$22,587

	1.10
	$0

	1.11
	$0

	1.12
	$0

	
	

	2.1
	$5,000

	2.2
	$354,317

	2.3
	$161,123

	2.4
	$266,538

	2.5
	$15,301,658

	2.6
	$10,403

	2.7
	$98,623

	2.8
	$112,226

	2.9
	$0


MIRACL Loan Underwriting Criteria
The primary goal of CHF’s program is to provide funding for energy retrofits for homeowners in rural counties thereby creating jobs and energy savings.  In the spirit of that goal, CHF staff has established underwriting criteria that enhance, rather than limit, the opportunity for homeowners to qualify for the funding.  Seven underwriting criteria must be met in order to qualify for a MIRACL loan.

· The property must be located in a CHF member county

· The homeowner must have a current source of income

· The homeowner must have income between 60% and 160% of average median income for the county

· All owners of the home must be applicants for the loan

· The homeowner must be current on their mortgage

· The homeowner must be current on their property taxes

· There must not be any judgment liens on the property

In addition to the underwriting criteria above, the loan payment subsequent to the energy efficiency retrofit work being completed must be equal to or less than estimated energy savings from energy efficiency upgrades made by the homeowner.
Financial Analysis to Determine Eligibility of Projects for MIRACL Loans Financing

Each project that is considered for eligibility for a MIRACL loan will be reviewed using the same methodology.  The purpose of this methodology is to measure the cost efficiency of true energy efficiency upgrades.  First the cost of the work that needs to be performed will be determined.  Second, the grant from CHF and any utility incentives will be determined and subtracted from this amount.  The resulting figure represents the Net Project Cost.

The Net Project Cost will then be multiplied by .00691 to determine the Monthly Loan Payment.  The factor of .00691 multiplied by the Net Project Cost will approximate the monthly cost of a 3% loan amortized over 15 years.  This Monthly Loan Payment can then be multiplied by 12 to determine the Annual Loan Payment.  The Monthly Loan Payment and the Annual Loan Payment represent the amount that the borrower will actually pay on a monthly and annual basis respectively during the life of the loan.
To determine whether the energy efficiency of the project will make it eligible for MIRACL loan financing, subtract from the Net Project Cost any Standard Equipment Replacement that will occur with the project.  Standard Equipment Replacement represents any equipment that the homeowner had planned to replace because the equipment was nearing the end of its useful life.  Only the cost of an exact replacement of each type of equipment will be subtracted from the Net Project Cost.  The resulting figure should be multiplied by .00691, and then subsequently multiplied by 12 to determine the annual financing cost used for energy efficiency analysis purposes.
This annual financing cost used for energy efficiency analysis purposes must then be subtracted from the annual energy savings estimate produced by the software used in the home energy analysis.  If the subtraction of this figure from the annual energy savings estimate results in zero or a positive number, then the project may proceed and is eligible for MIRACL loan financing from the program.  If the subtraction of this figure from the annual energy savings estimate results in a negative number, then the project is not eligible for financing from the program.
Risk Assessments
CHF’s program has two primary program components: MIRACL loans/grants and 203K grants.  CHF staff has assessed the risk of each of these components to ensure that the processes are sufficient to reduce these risks to acceptable levels and respond appropriately if the assessed risk occurs.

The MIRACL loan program has four primary risks.  Those risks are identified below together with the expected steps CHF would take to mitigate the risk.
· The MIRACL loan does not originate
· Modify program parameters, for example, lower the interest rate or determine different approaches to the amortization of the loan.  This modification could include looking at alternatives, such as buying down the interest rate for the first year or two years of the loan, and other approaches that make the loan more economically feasible for the borrower.
· Modify the marketing program.  This may include reviewing the effectiveness of the marketing program through the use of focus groups or approaches.  These approaches may help find ways to more effectively market the product

· State Historical Preservation Officer (SHPO) approval does not occur in a timely fashion
· Negotiate changes to the approval process with CEC

· Insufficient eligible contractors exist in CHF jurisdictions

· Work with certifying organizations to expand certifications to CHF jurisdictions lacking certified contractors

· Work with state and local workforce investment boards to intensify, and if possible, accelerate training that results in certification in these jurisdictions

· Explore using existing contractors as subcontractors for certified contractors in these jurisdictions

· Negotiate the use of prescriptive work in these jurisdictions with the CEC

· Energy calculations do not justify a sufficient number of loans

· Examine projected energy savings calculations for accuracy and appropriateness and discuss with CEC

The 203k energy grant program has a single primary risk.  That risk is that the 203k energy efficiency loans do not originate.  There are three primary steps CHF would take to mitigate the risk.

· Determine why the mortgage product does not work in this market and explore all energy efficiency mortgages to determine whether there is such a mortgage that could work under current market conditions

· Modify the marketing program to more broadly market the product

· Modify the grant size.
A program such as CHF’s loan and grant program have many less critical risks associated with implementation.  CHF staff are developing quality control tests and procedures that will ensure that the risks are minimized and, when necessary, that timely appropriate action is taken to correct any identified problems.

Compliance Issues

The energy grant program includes compliance with various state and federal requirements, specifically the Davis Bacon Act, the National Historic Preservation Act and the Waste Management Plan.  Since CHF’s program only provides loans and grant to homeowners so that they can engage contractors to retrofit their homes, the requirements of the Davis Bacon Act do not apply.
The National Historic Preservation Act (NHPA) requirements for our program have not yet been determined.  While the NHPA does apply, the Energy Commission has not yet provided a process for CHF compliance.  Once the process is in place, we will update our narrative.

CHF is required to submit a waste management plan prior to the expenditure of any SEP funds on projects that generate any sanitary or hazardous waste.  The Energy Commission has determined that the plan may cover all projects envisioned by the CHF program.  CHF staff are working with Beutler Corporation staff to develop this plan.

Implementation of the MIRACL Program Beyond March 31, 2012
CHF does not currently have an agreement with the Energy Commission to implement the MIRACL program beyond the term of the existing Agreement.  However, CHF will be working with the Energy Commission to structure such an agreement.  The Department of Energy has informally advised the Energy Commission that the agreement need be amended or a new agreement is needed to administer the collection of outstanding loans.  CHF’s original proposal was to use the principal and interest payments from the loans made to continue the loan and grant program beyond March 31, 2012.

Memoranda of Understanding (MOU)

CHF will obtain MOU’s from organizations that will be partnering with CHF to accomplish the objectives of this energy loan and grant program.  CHF will obtain these MOU’s as we enter into working arrangements with these organizations.  Initially, the Beutler Corporation will be entering onto an agreement with CHF and that will be the first MOU provided to the Energy Commission.  Other organizations may include the California Workforce Investment Board, PG&E, investor owned utilities, HERS providers and banks.
Open Items

CHF’s ability to fully implement this program is currently limited by the following issues which have yet to be resolved with the Energy Commission.

· How the 10% retention system will work for expenditures after the 90% of total contract funds have been expended.

· Determination whether one individual can be invoiced to the grant under two or more job classifications.

· Determination whether the $75,000 limit on funding changes applies to changes within a subtask

· Availability of the EUC website for marketing

· Department of Energy approval of the use of interest generated from loans and advance payments.

·  Department of Industrial Relations determination regarding the applicability of state prevailing wages.
· CHF providing a Waste Management Plan and Energy Commission acceptance of the plan.

· Confirmation that the Energy Commission and CHF are operating with the same Gantt chart.

· Completed MOU’s as working arrangements are confirmed with other organizations.
· CHF development of a list of contractor candidates from BPI.

· CHF development of a list of rater candidates from CalCERTS.

· Creation of a Project Advisory Committee.

· Energy Commission / CHF negotiated process to implement the program beyond March 31, 2012.

· Energy Commission development of a process for NHPA compliance.

· Creation of “real servitude” language and process for recording it.

Attachments
· MIST Implementation Plan
· Memorandum of Understanding form
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