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CITY OF CAMBRIDGE
Community Development Department


TO:

Robert W. Healy, City Manager
FROM:
Susan Glazer, Acting Assistant City Manager for Community Development
DATE:

November 9, 2010

RE:
City Council Order O-8 dated April 26, 2010 requesting the City Manager inquire with NSTAR about the feasibility of on-bill financing
In regard to the City Council Order referenced above, we report the following:

The Community Development contacted representatives of NSTAR to determine the company’s position on on-bill financing.  

The Green Communities Act of 2008 required the Massachusetts Secretary of Energy and Environmental Affairs to implement an Energy Pay and Save pilot program to assess the effectiveness of allowing ratepayers to pay for the cost of energy efficiency measures through their electric bill.  The pilot was intended to address the problem that energy efficiency measures involve incurring up-front costs, but then realize benefits over a period of years.  The upfront investment presents a key barrier to customers’ willingness to pursue such measures.

NSTAR has informed CDD that they have been engaged in a process with the State energy agencies since January 2009 on this issue.  They provided CDD with two reports, one filed by NSTAR with the Department of Public Utilities regarding the company’s experience in the Energy Pay and Save (EPS) Pilot Program and the other a report from the On-Bill Repayment Working Group Report to the State’s Energy Efficiency Advisory Council.

Based on their experience in the EPS pilot program, NSTAR believes that there is little need for on-bill financing and repayment in the residential sector.  Only 4 percent of eligible residential customers took the EPS financing offered through the pilot.  It is unclear whether certain parameters of the pilot limited residential interest (e.g., maximum size of the loan was $500; customer was held directly responsible for repayment rather than assessing the cost through the meter).  There was significantly more interest among business customers; 22 percent of eligible business customers.  NSTAR has committed to further investigating on-bill repayment through its three-year Energy Efficiency Plan.

We also note another option similar to on-bill financing is the Property Assessed Clean Energy (PACE) approach.  Under this approach financing is provided by municipalities to property owners who then repay the loan through their property tax assessment.  Massachusetts recently enacted legislation authorizing cities and towns to establish PACE programs; provisions were included in the Municipal Relief Act passed this year.  However, PACE programs are currently on hold across the nation due to guidance issued by the Federal Housing Finance Agency to lenders directing them not to provide loans to properties with PACE liens.  The guidance is being challenged by the California Attorney General in court and legislative remedies have been proposed in Congress.  We will monitor developments.

Currently Available Energy Efficiency Financing for One-to-Four Family Homes
Cambridge residential property owners can access financing for energy efficiency upgrades through the Mass Save program. The HEAT Loan Program provides customers the opportunity to apply for a 0% loan from participating private lenders to assist with the installation of qualified energy efficient improvements in their homes. The loans are available up to $15,000 with terms up to 7 years. To qualify for the loan, the customer must own and reside in a one-to-four-family residence, obtain a Mass Save Home Energy Assessment, and install qualified energy efficiency measures recommended by a Mass Save representative. 

Anticipated Energy Efficiency Financing for Multi-Family (5+ units) and Small Commercial Buildings 

NSTAR has also recently informed the city that they will be making additional energy efficiency loan products available to customers through Mass Save. The new loan products will be offered to owners of multi-family buildings and small commercial buildings. We expect that details about the new loans will be available by the end of November.
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