2014 Comprehensive Evaluation: Colorado Energy Efficiency Financing Program

Recommendations and Responses

December 2014

Executive Summary

Energy Efficiency Financing is an indirect impact product launched in 2013. This product offering is aimed at increasing the
availability of financing to overcome economic barriers to customer participation in the Company’s other energy efficiency products.
As an indirect impact product, no direct attributable energy or demand savings are recorded; the product plays an important role in
shifting markets and attitudes toward greater energy efficiency implementation.

The full report, completed by Cadmus, is attached to this summary of the Company’s responses to the report recommendations. Of
note, is that a second year of the evaluation will commence in 2016.

Recommendation Response

Goals: Reevaluate filed goals based on program historical achievement.

1. Xcel Energy should file adjusted goals based on their own
loan volume to date. Goals should be ambitious, and reflect
the anticipated results of continued training, stabilization and
expansion of loan products and allies, and streamlined
implementation through ongoing experience.

This modification was incorporated into the 2015/2016 DSM Plan
filing.

Program Implementation: Explore possibility of incorporating Solar*Rewards program to promote financing.

The Company’s program staff will meet with each lender to
explore the possibility of combining messaging for efficiency and
1. Xcel Energy offers the Solar*Rewards program, which may | solar incentives with financing for a whole package of

be a strong complement to the financing program. improvements. Funding budgeted for the Financing program will
maintain its primary function of promoting DSM programs with
the possibility of leveraging the solar program.




2. Provide organized resources for staff and allies to consult
on their own time, when they have specific questions that
will quickly inform them of program updates.

The Company’s program staff will continue to provide training and
outreach to implementation teams, internal staff and allies. An
internal website with collected information is now available for
Xcel Energy call center employees.

Program Entry: Focus resources and facilitate better communication for increased trade ally engagement

1. Consider focusing marketing on the program entry
channels that show the most promise: namely, through the
Boulder and Denver programs and the trade ally networks.

The Company’s staff will communicate regularly with the trade
allies, recognizing those who use the program successfully as well
as facilitating relationships between lenders and trade allies.
Additional coordination with heating and cooling internal program
staff and the weatherization program staff will be initiated to
promote the financing option to trade allies.

2. Continue to provide training and outreach to all parties. In
addition, provide organized resources for staff and allies to
consult on their own time, when they have specific questions
that will quickly inform them of program updates.

The Company will continue to offer free training and cooperative
marketing opportunities.

3. Xcel Energy should consider ways to increase the contact
and relationships between the lenders and the trade allies.

The Company will work to match contractors by project type to
size of available or typical loans, or a market a lender is interested
in pursuing, is a good fit.

Lending Allies: Increase communication and collaboration with financial program allies.

1. Identify a residential lender that can offer a statewide
unsecured consumer loan product with a fast, streamlined
application process.

The Company is currently working on identifying a residential
lender to offer this product and fill this offering.

2. Update the program MOU to identify the person or
persons at each organization who are responsible for
communicating with Xcel Energy, as well as identifying other
responsibilities such as who will be responsible for designing,
managing, and funding marketing efforts. In addition, have
each lender assign a central point of contact to facilitate the
program operations.

The Company is currently working with allies to update the MOU
to include a point of contact and outline responsibilities.




3. Follow up with loan customers, using data collected
through the loan application process, to remind them of
specific rebates available to them. Direct customers to the
call center to get assistance with submitting the rebate
application.

The Company has updated the MOU to request customer
information on a monthly basis to follow up with customers. The
Company will also work closely with the third-party residential
energy advisor implementer to ensure the customers receive
rebates for eligible equipment upgrades.

Marketing: Assume lead role in marketing and create more cas

e studies to demonstrate success.

1. Update the marketing materials to include a few briefer
pieces that incorporate stories of completed projects, images
of actual borrowers (or people that look like actual
borrowers), and other features that will make easier for
customers to connect the program with their own situation.

Program staff will work with allies to identify completed projects
to highlight and include stories of their successes.

2. In order to provide consistency in messaging, and because
lenders are unwilling to invest many resources into
promoting rebates, consider taking a lead role in marketing
the EEFP, and in designing and implementing marketing
campaigns. One component might be to develop a “road
map” that outlines each step of the process and directs them
back to Xcel Energy for additional incentives through other
programs. This tool could be used as a leave-behind for trade
allies and lenders, or as a direct-to-consumer mailing.

The Company’s program staff are meeting with each ally
independently to discuss and evaluate 2014 marketing tactics and
plan for 2015 marketing. This includes reminding allies of existing
resources and presenting ideas for new marketing tactics in the
coming program year.
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Introduction

This report contains the results of Cadmus’ 2014 process evaluation of Xcel Energy’s Energy Efficiency
Financing Program (EEFP). We conducted several activities to document program processes and assess
how effectively the program achieves its goals. Based on datawe collected, Cadmus developed aseries
of conclusions regarding program performance and recommendations to improve program performance
goingforward.

Perthe scope of work, Cadmus will conduct additional surveys and formally evaluatethe ratio of
projects attributable to the availability of EEFP financingin an upcoming programyear. Cadmus has
submitted interim reports throughout the evaluation process; this report contains all previously
submitted materials, exceptinterim conclusions and recommendations. Ourfinal conclusions and
recommendations, based on all the data gathered through this research, are presentedin this report.

Program History and Goals

Xcel Energy agreedto implement the EEFP in 2012 inresponse to stakeholderfeedback. Through their
market research, Xcel Energy discovered that lenders had available capital but lacked the resources to
market a green lending program. Xcel Energy formed formal alliances with willing lenders, with Xcel
Energy providing most of the marketing resources and lenders offering financing for energy-efficiency
projects.

In April 2014, residential allies W.J. Bradley and Bank of Colorado stopped offering the PowerSaver Title
1 loan, butremainas allies. W.J. Bradley continues to offer other PowerSaver and 203k loan products,
and Bank of Colorado offers the Energy Saver Mortgage and 203k loans. In May 2014, Xcel Energy
broughton US Bank as an additional commercial lending partner.

As of June 2014, Xcel Energy had partnered with the followinglenders:

‘ Residential

Elevations Credit Union
W. J. Bradley
Bank of Colorado

‘ Commercial
Elevations Credit Union
TIP Capital
US Bank
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Methodology

Cadmus used a variety of data collection tools to evaluate the EEFP. In orderto design an appropriate

scope for the evaluation, we defined the research questions listed below that the evaluation should

answer. Then, we structured each activity to provide information useful in answering these questions:

e Documentthe Program

What is the basic program theory?

What is the rationale forinitial program design and implementation decisions, such as
projectgoals?

What is the program process flow, and how has it evolved since program inception?

e Evaluate the Program

Is the program beingimplemented according to the design?
Is the design appropriate to meet the program goals?
Doesthe program effectively engage appropriate allies?

Is the program effectively marketed toits targetaudience?
Are customers satisfied with their program experience?

In what ways does the program impact customer behavior? Does the program cause
customersto achieve greatersavings through the established rebate programs than they
would withoutthe financing?

To answerthese questions, Cadmus performed the activities outlined in Table 1.




Stakeholder
Interviews

Process Flow

Marketing

Materials
Review

Market Actor
Interviews

Customer
Surveys

Attribution

Table 1. Program Analysis Activities
Cadmus interviewed two program staffat Xcel Energy duringthe projectinitiation meeting.
Usingthis informationas a base, we devised a series of questions for trade channel managers
and Xcel Energy call center staff. We interviewed two trade channel managers and three call
center staff, who represented both the residential and businessoperations.
Cadmus mapped the customer participation flowfromthe time customers enter the
program through when they complete the projectand apply for rebates.
Xcel Energy provided Cadmus with examples of marketing collateral for both residential and
business customers, which we reviewed as partof an initialanalysis. Wealso reviewed the
utility’s websites for both types of customers, as well as lender websites.
Cadmus interviewed representatives from each EEFP lending partner, staff from the Boulder
County and City of Denver programs,and staff from the programdesign firm that helped
establish the EEFP.
Cadmus surveyed residential loan customers from Elevations Credit Union. In the future, we
will also survey commercial participants, as well as residentialand commercial partial
participants. These groups were too small to supportsurvey activities in this phase of the
evaluation.
Cadmus used the surveys to evaluatethe portion of projects financed with a program loan
that are attributableto the loan more sothan the rebate.
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Findings
Stakeholder Interviews

Goals

This program is not subject to energy-savings goals, but does have the 2014 participation goals of issuing
2,100 residential loansand 150 business loansin support of energy-efficiency retrofits conducted
through an Xcel Energy rebate program. The program is not on track to meetthose goals, and staff
considerthem unreasonably high. Xcel Energy filed these goals based on expert opinion of design
consultants Harcourt, Brown and Carey (HBC); however, HBC based its estimation on the performance of
programsin otherareas. Unlike Xcel Energy’s programs, these other program often have dedicated
marketing and incentive programs closely coordinated to the financing product. Other contributing
factors for lower participation rates may include amoving target associated with loan products offered
by allies, willingness of allies to cooperate with the utility, and alonger start-up time to launch the
program. Cadmus’ research has shown that program participationin financing programs ramps up
slowly overthe first few years of implementation.?

Training and Communication

Call center staff and trade channel managers reported that they received adequate program training.
Xcel Energy trains call center staff in program details so they can presentthe program to customers, and
trains trade channel managersto presentthe programto contractors, distributors, and suppliers.

Xcel Energy program staff reported holding severaltraining sessions during the summerand fall of 2013,
to introduce both residential and commercial contractors to the program. These trainings were
sometimes delivered by the trade channel managers, and sometimes by the program staffin
coordination with the trade channel managers. Training generally consisted of PowerPoint presentations
discussing the available loans, details about the loan products, examples of how the loans can be usedin
combination with rebates, and contactinformation for program staff. At these trainings, staff also
presented materials and tools available fortrade allies, such as the calculation tool and the information
sheet. More recent materials, such as case studies, may not have been presented yet. However, Xcel has
ongoingtrade ally outreach, so these materials will be presented in future sessions.

Outreach staff, including trade channel managers and call center staff, receive updates when the
program changes through e-mail notification or personal communication from the program manager.
One outreach staff memberreported thatitis occasionally difficult to keep track of program changes,
since there are no consistent channels orregular timing through which they are communicated. Another

1 Cadmus. California Joint Utilities Financing Research: Existing Programs Review. April 22,2014.Prepared for the
jointCalifornia utilities, PG&E, SDG&E, SCE, SCG.
http://www.calmac.org/publications/Existing_Programs_Review_FINAL.pdf
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outreach staff member conducts quarterly updates of his own materials, approaching each program
managerto learn aboutany updates.

Although program marketing materials exist that explain the financing option and implications for
customers, the outreach staff may not be aware of all these materials. Forexample, atleastone
commercial case study exists, butthe commercial trade channel managerwas notaware of it and
specifically requested that Xcel Energy develop this type of material.

Customer Inquiries

The call center staff have direct contact with customers, unlike program staff and trade channel
managers, and therefore have the ability to most directly affect customers’ experience as they enterthe
program.

Call center staff reported that no residential or business customers have called specifically to ask about
financing options. According to this group, most customers call for rebate assistance. Call center staff
only mention financing as an option to customers who specifically state they cannot afford certain
measures, which occurs with about 5% to 10% of business callers and 5% of residential callers. Staff
directthese customersto the Xcel Energy EEFP webpage.

Call center staff reported that residential customers often call after purchasing equip ment, hopingto
retroactively apply foravailable rebates. These customers, in addition to being possible freeriders, are
not candidates forfinancing. Call center staff could not estimate what percentage of customers
purchase theirequipment beforecalling, butsaiditisa significant proportion.

Trade Ally Response

Trade channel managers reported that trade allies have mixed responses to the financing program. The
commercial trade channel managerreported that commercial trade allies appreciated the options, even
thoughtheydo notfind themto be “groundbreaking.” One trade channel managernoted thattrade
allies say the Xcel Energy financing does not offer anything significantly betterthan whatis generally
available inthe market. In addition, many residentialand commercial suppliers and distributors already
have alternative financing programs incorporated into their sales practices.

The residential trade channel manager stated that many smaller contractors do not have available
financing. Having a well-known financing product, like the ones promoted by Xcel Energy, could be
useful tothese contractors. However, they appeartolack the interest or resources to update or modify
theirsalesapproach and business practices sufficiently in orderto capitalize on this opportunity.
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Process Flow

Afterreviewing program materials and speaking with program staff, Cadmus created a flow diagram to illustrate how customers enterthe

program, and critical events and transactions as customers move through the program process. Detailed discussionof the diagram follows after
Figure 1.

Figure 1. Process Flow Diagram for the Energy Efficiency Financing Program

Entry Point #1 Entry Point #2 Entry Point #3 Entry Point #4

Customer receives REBATE Trade ally recommends A S I ETETTGE REEES
n EnergySmart/ Denver FINANCING collateral
collateral financing
Energy Challenge Jfrom lender

Customer receives 1
FINANCING collateral |

Customer
- visits XE
website
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after this point in the Customer contacts
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product. Secured loans

require a contractor bid as Customer completes loan
partof the application.
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application

application

Customer does not complete
project

Approved Denied

Customer receives
financing

Customer submits rebate
application

Customer completes
project

Customer does not submit rebate

application
LEGEND
l] Due to Xcel Energy (XE) marketing . Basic step ‘ Lender action
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Awareness Channels
Xcel Energy usesfour primary channels torecruit customersinto the program:

1. Marketingfrom Xcel Energy program or call center staff
2. Atradeallyrecommendation

3. Participationinacomplementary program such as EnergySmartin Boulderor the Denver Energy
Challenge

4. Marketingfroma lender (including mention of the program on a lender website)
All four channels are opento both residential and commercial customers.

Channel 1: Xcel Energy Marketing

Customers entering through the first channel may receive marketing collateral from Xcel Energy
regarding financing options. Program materials, targeting either residential or commercial customers,
directviewerstoa variety of actions: visit the website, call the call center, or contactthe lenders directly
viathe phone oronline (active links are present on Xcel Energy’s website). All of these resources will
help the customerappropriatelymove forward with aloan and, ultimately, arebate.

Call center staff noted that their procedure is to direct customers who inquire about financing to the
Xcel Energy EEFP webpage on xcelenergy.com. Xcel Energy designed this webpage to move customers
toward financing, presenting very detailed information on the financing options and contact information
for eachlender, includinglinks to the lender websites.? Elevations Credit Union and Bank of Colorado
customers can apply online, and TIP Capital customers can download acredit application online. W. J.
Bradleyand US Bank offerample information and resources on their websites, along with contact
information to obtain an application orask questions.

Channel 2: Trade Ally Recommendation

Customers may also learn aboutthe program from an Xcel Energy trade ally, such as a contractor or
installer. Trade allies talk about the energy loan when trying to close asale. This channel depends
indirectly on Xcel Energy’s marketing efforts, in thattrade allies must be informed that the financing
option existsfortheircustomers, and be informed about the program benefits.

To accomplish this, Xcel Energy trade channel managers and program staff provide contractors with
tools and training that better enable themtoincorporate the financinginto theirsales pitch. Staff
members noted thattrade allies have responded well to available materials, especially the calculator
tools and audit program options. However, one staff member, who was apparentlyunaware of the
existing case study for Pellman’s Automotive Service, requested that program staff develop commercial

2 The linkto US Bank was malfunctioning as of June 2, 2014, and directing users instead to the TIP Capital

website. Xcel Energy resolved this issueimmediately after we reported itina draft memo.
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case studiestodiscuss with trade allies. This staff member’s lack of awareness may be because the
Pellman case study is relatively new.

Channel 3: Complementary Program Participation

The third channel depends primarily on marketing by parties otherthan Xcel Energy. Customers could
discoverthe Elevations Credit Union financing options when looking at marketing materials for
initiatives sponsored by local governmentsin Boulder and Denver. These independent programs inform
customers of Xcel Energy rebates, helping them identify projects and secure financing.

Channel 4: Lender Marketing

The fourth channel forentryinto EEFP is through lender marketing or websites otherthan Elevations
Credit Union. Interviews with lenders revealed that they rely on other parties — primarily trade allies—to
market their products. However, all lenders have a webpage dedicated to the particularloan product(s)
they provide. Though not prominent, the Elevations Credit Union and TIP Capital websites have an
active linkto Xcel Energy rebate programs. Program staff said that, during the planning stages, lenders
indicated they did not have resources for marketing; therefore, itis unlikely that this channelisa
significant point of entry to the program (which Cadmus will verify during the lenderinterviews).

Application Process

Regardless of the point of entry, customers must reach outdirectlytoa lenderto apply for EEFP
financing. Several lenders allow customers to start the process online, and all lenders allow customers to
start the application process viathe phone ora branch visit. Residential customers could apply forthe
unsecured loan from Elevations Credit Union, then solicit contractor bids. Fora secured loan product,
customers must have a contractor bid. Both the application and bidding processes are completely
outside the utility purview.

Program Logic

Ideally, acustomerreceives loan approval, completes the project, then submits a rebate application to
one of Xcel Energy’s established demand-side management programs (in some cases, trade allies submit
the application on behalf of the customer). The ultimate goal of the EEFP process is for the customerto
apply forand receive arebate, since thisis the method by which the utility can claim savings for the
project. Forresidential customers, this rebate application processis relatively quick and theirlast step of
participation. Commercial projects may take longerto complete. A customerthatinstalls several
measures may receive financingincrementally as various measures are completed.

Residential and commercial customers can drop out of the process at several points, which may
ultimately preventthem from receivingarebate: (1) the customer may receive approval foraloan, but
then not pursue the project, (2) a lender may deny financing and the customerdoes not pursue the
project, or (3) the customer may complete the project but not submit the rebate application. During the
next EEFP evaluation stage, Cadmus will survey and evaluate customers who dropped out of the process
undereach of these three circumstances.
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Regardless of whetheralenderapprovesthe customerforfinancing, the customer may complete the
energy-efficiency improvements and apply fora rebate. However, whileloan denial does not
automatically mean losing the savings opportunity, research in otherjurisdictions has shown that many
customers who do notreceive financing do not proceed with the project.

On the otherhand, customers who receive financing may be less motivated to secure arebate. Xcel
Energy staff expressed concern about the possibility foralarge numberof customerstoreceive loans
then not follow through with the rebate process. These occurrences cannot easily be tracked with
available data systems. As discussed in the Residential Customer Surveys section, two thirds (67%, n=30)
of the respondentsto the customersurveyindicated they had received arebate forat least one
measure.

Marketing Materials Review

Cadmus reviewed the following materials to assess how they affect customer flow through the program
process:

e Xcel Energy Residential Energy Efficiency Financing Website (and relationship to partner
websites)

e Xcel Energy Business Energy Efficiency Financing Website (and relationship to partner websites)

e BusinessEnergy Efficiency Financing Information Sheet

e Residential Energy Efficiency Financing Information Sheet

e Energy Efficiency Financing for Colorado Postcard (generic market)

e Commercial Audit Letter

e Energy Efficiency Financing Poster (generic market)

e Trade Ally Letter

e Case Studies for Residential (Kaufman family) and Business (Pellman’s Automotive Service)

e Bill Onserts

At the time of our review, Xcel Energy had just made changesto the program loan products and lending
allies, and materials had notyet been updated toreflect those changes. Xcel Energy program staff
reported beinginthe process of updating these materials.

The program materials range from being extremely brief and generic, such as the postcard, to being
highly detailed and targeted to a particularaudience, such as the information sheets. Targeted
audiencesinclude residential customers, business customers, and trade allies. These materials represent
a useful marketing toolkit with appropriate options forseveral media outletsincluding online, attrade
shows and home shows, and as literature for contractors to present to customers.
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Messaging

The materials present program information concisely and clearly. Although the materials direct
customerstojoin the program through different pathways, e ach material has asingle call-to-action
(exceptthose that presentthe lenderoptionsin detail). All the materials encourage customers to
combine rebates and financing. Nevertheless, the website and detailed information sheets are
somewhat limited, asthey must send customers outside the utility to complete the financing
application. Cadmus followed a potential customer’s path to joining the program through each partner
lenderwebsite. Only Elevations Credit Union and Bank of Colorado mention “energy” on their websites,
and only Elevations Credit Union routes customers back to Xcel Energy to complete the application.

Messaging on customer-facing materials does approach the project as the desired outcome, ratherthan
the loanitself. Thisis appropriate and aligns with how customers approach an upgrade. However, the
project concepts presentedinthe brief materials, which are more likely to be more widely distributed,
are very basic. For example, onserts only mention air conditioning. The case studies addre ss multiple
measures forboth residentialand commercial audiences, but are lengthy and not suited to situations
that call for a brief message.

Xcel Energy designed the program website and informational sheets to be neutral and have no
persuasive language, presenting no specificprojectideas. In addition, the materials do not mention the
conceptof using financing to complete more projects orinstall multiple measures. With the exception of
the case studies, the program marketing materials do notinclude customer experiences, descriptions of
past projects and photos, or testimonials.

The residential information sheet could be updated for grammarand readability. The second sentence,
“Plus, We” has a misplaced capital letter. The document also uses industry jargon that potential
customers may not understand. Forexample, the phrase “energy-efficiency upgrades” is vague and
unlikely to resonate with a customerin the way that “/home improvements that save energy” can.

Images

The graphics and colors used in the materials are attractive and appear professional, lending credibility
to the messaging. However, materials have limited visual presentation, and lack photos of customers or
theirexample projects (except case studies).

Market Actor Interviews

Cadmusinterviewed staff from each lending partner, from EnergySmart and Denver Energy Challenge,
and fromthe consulting firm HBC, which designed the EEFP. The findings from these interviews,
presented below, address the market actors’ perceptions of the market pote ntial forthe program, their
experiences working with the program and Xcel Energy (includingin marketing the program), and their
overall satisfaction with the program.
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Perception of the Energy-Efficiency Financing Market

Accordingto HBC, there is a substantial market for energy-efficiency financingin Colorado. HBC noted
that the program requires “a big market change,” meaningthat contractors needtolearnto sell
transactions based on a loan instead of based on cash. The HBC staff memberlisted several lenders that
may be potential future program lending partner candidates, but also said that “Xcel Energy has the
lendersthey need. They need to focus on marketing and support systems, especially the contractor
network.”

Commercial lenders think there is astrong market potential for energy-efficiency financing. According to
one lender, “business customers are aware [of the financing opportunity]. They are literally just slow to
move, butyear on year, there’s more.” Thislenderadded that generous rebates are helping to advance
the energy-efficiency financing market. Anotherlendersaid thatif the program found the right
marketing approach, the financing would be popular: “If customers find out about the loans, we will do
loans.” Only one lenderdid notsee the potentialforthese loans, stating that their organizationis not
well-structured to handle commercial loans, regardless of the potential market.

Residential lenders had mixed views on the market. One lender said that the program already generates
as much activity as could be expected. Atthe same time, this lender said the organization would
continueitsloanevenif support from programs like Xcel Energy and the Boulderand Denver programs
disappeared. Anotherresidential lender noted that the market has changed significantly inthe pasttwo
years, as the economy has recovered. Where a standard second mortgage was difficult to obtain when
the PowerSaverTitle | loan was first conceived, it has become much easier. Forthe customerwho can
qualify, the standard mortgage orline of creditis a cheaper, more flexible product. The PowerSaver Title
1 loanisbeingdiscontinued. The remaining PowerSaver productis designed fora customer “with low
equity, low creditscore, andlowincome. Thisis notthe ideal bank customer.”

Allies and Communication with Xcel Energy

Recruitment

Two of the commercial lenders began the EEFP through their connection with the Boulder County
EnergySmartand City of Denver Energy Challenge programs, while HBCintroduced athird lenderto the
program. All three commercial lenders said the programis a natural fit for their corporate goals, which
include offeringan energy-targeted loan. All three were already engaged in energy-related lending
before joiningthe Xcel Energy program.

Two of these commercial lenders became involved in the program very early in the process; the thirdis
quite new tothe program, havingjoined after Xcel Energy had worked out many of the program details
based on the experience of otherlenders. Thislender said they view the program as a source of new
business, while the original two lenders view the program as eitheran experiment (“We don’t have any
goals, we just want to see how it goes”) or as not having much potential for growth (“It’s asmall
offering, Ithinkitison track forits goals.”) The lenderthat views the program as a source of new
business noted thatthe Xcel Energy trade allies are good allies (“[they are] quality [allies], you can work

11
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withthem”). Forming orfurtheringarelationship with thesetrade allies was one of their goals for
joiningthe program.

The three residentiallenders similarly joined the program because italigned with their goals and with
activitiesinwhich they were already engaged. Two offer energy-efficiency mortgages through the
program, and one offers unsecured consumerloans. Initially, one of the PowerSaver options, offered by
one of the mortgage lenders, was an unsecured loan as well, but that has been discontinued.

Notall lendersthat were contacted directlychose to participate inthe program. Insettingup the
program, HBC reached outto several lenders that chose not to participate. One lenderthat chose notto
participate primarily offers mortgages, and said the program is focused on smallerloans. Thatlender
had made a minimal effortto launch agreen-themed loan product, butdid not have a strong
commitmenttothe market. Two otherlendersthat chose not to participate are national -scale entities
that said the Colorado program is too small. Inaddition, ageneral request for proposalsissued by HBC
and Xcel Energy got noresponse fromlenders.

Communication

Several commercial and residential lenders reported that Xcel Energy staff are easy to work with and
very responsive. Others mentioned that participation does not necessitate agreat deal of
communication with Xcel Energy. One lenderreported that different contacts within their organization
handle different aspects of the program; no central contact serves as a liaison to Xcel Energy on matters
relatedtothe project. This person was unaware of the level of communication that occurs with other
members of their staff.

Several marketactors mentioned the importance of communication with the trade alliesinvolvedinthe
projects. While some lenders and the Boulderand Denver program staff noted that they have worked
with Xcel Energy staff to presentthe programto contractors, some said this level of contactis not
enough. One commercial lender was frustrated that there is not a list of trade ally allies with
information such as the trade ally’s activity level. This lenderrequested more direct access totrade ally
allies, and cited his experience working with trade allies in other programs. Two otherlendersalso
mentioned their experience building relationships with trade allies in othersimilar programs. All three
agreed with HBC's assessment that the contractor networkis key to driving the program, and all wanted
more directaccess to trade allies.

Understanding and Awareness

The program staff for Boulderand Denver County had limited awareness of the participating le nders
otherthan Elevations Credit Union and US Bank. Staff were unsure if the implementers for the Boulder
and Denver programs had greaterawareness of these lenders and could refer customerstothem where
appropriate.
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Data Sharing

In general, all lendingallies are supplying the loan datarequested in the memorandum of understanding
(MOU) documents. The Boulderand Denver program staff and HBC staff are not required to share any
data with Xcel Energy.

Lenders are collecting and submitting loan data as expected. Most do not collect data on applicants that
were denied orapplicants thatare not pursuingloans that were approved. These datawould be helpful
for program evaluation purposes, but are neither necessary for daily operations norrequiredinthe
MOU documents.

The Denverand Boulder County program staff requested more information from the EEFP, in particular
withregardto the customerrebates. They said that understanding the relationship between the rebates
issued and the loansissued could be beneficial fortargeting marketing and overall program design to
maximize participation and savings.

Program and Loan Products

Accordingto HBC, the program has the loan products that it needs, aside from covering the geographic
gap for unsecuredresidential loans. HBC stated that while some changes to the available loan products
might be helpful, such as offeringan unsecured option for residential customers that live outside
Boulderor Denver, this should not be Xcel Energy’s primary program focus at this point.

Two commercial lenders, TIP Capital and US Bank, offera great deal of flexibility, which they said helps
facilitate the commercial projects that tend to be both diverse and complex. TIP Capital specializesin
easy and fastfinancing forrelatively smallerloans, up to $100,000, and also offersloansforlarger
projects.

HBC, staff formthe Boulderand Denver programs, and Xcel Energy staff said the Elevations Credit Union
commercial loan product was overly complex, and even the lender acknowledged they were not
preparedtoissue these loans. They willphase out of offering commercial loansin the fall of 2014, and
US Bank will take overas the commercial lending partnerforthe Boulderand Denver programs.

US Bank noted that they are able to take overfor Elevations Credit Union without the loan loss reserve
that Elevations Credit Union had required. US Bank has provided the largest number of commercial
program loansto date. They recommend their equipment financing mechanism, which includes the co st
of installation. The productis not specificto energy efficiency, but US Bank markets it to businesses
consideringan energy-efficiency project.

On the residential side, Elevations Credit Union has completed over 75 small loansinthe Boulderand
Denverareas. Mortgage products, including PowerSaver options, available through W.J. Bradley and
Bank of Colorado, have been farless popular. HBC and two of the residential lenders noted that most
energy-efficiency projects requireasmall, easy loan, most similarto the consumerloan offered by
Elevations Credit Union than the mortgage products offered by the two mortgage lender allies.
Mortgages allow forlarge loans but require appraisals and may have high closing costs, among other
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requirements. The PowerSaver and Energy Saver Mortgage are offered forrefinancing or purchasing
with renovations, and are useful options for those with poor creditand limited options.

Marketing
Cadmus askedinterviewees their opinion about how the programis being marketed. I n particular, we
focused on how the market actors view co-branding with Xcel Energy.

Direct Marketing

The interviewees had mixed reviews about the program marketing. As mentioned above, HBCsaid
marketing should be a primary focus for Xcel Energy at this stage in program development. HBC
recommended that Xcel Energy increase the funding available for marketing, and increase collaboration
with otherallies, primarily trade allies.

Most lenders had participated in outreach eventsfortrade allies coordinated by Xcel Energy, and said
thiswas a good approach for promotingthe program. Interviewees had different opinions aboutthe
besttime for presentingthe program to customers. One commercial lenderwantsto be involvedin
discussions with the customer at a very early stage, to encourage themto thinkin terms of what they
can afford if the projectisfinanced asthey are learning about project optionsfrom the trade ally.
Anothercommercial lenderwants to work very closely with the most active trade allies, making sure
they accurately and effectively inform customers about financing options. This lenderis committed to
keepingthe financing process asimple as possiblein orderto facilitate projects. Both of these lenders
want additional marketing materials, such as one page briefs, that are addressed to trade allies rather
than customers. Cadmus notes that one such documentalready exists, butlenders did not seemto be
aware of it.

Residential lenders who promote mortgage products said there isadisconnectin the current marketing
approach. One lendersaid thereislittle valuein promoting the Energy Saver Mortgage, since the
eligibility criteriaare so narrow. The bank wants this product to be available for customers who needit,
but does notintend to promote it heavily.

Anotherlender, which offers PowerSaver loans, sees potential for growth, but has been unsure of its
role in marketing the energy-efficiency financing. This interviewee originally thought Xcel Energy would
be designing marketing materials and coordinating marketing, but now thinks lenders are expected to
lead the marketing effort. The lender also acknowledged that theirinstitution is changing whatloan
productsit offersforenergy efficiency, so marketing has been de -prioritized. Once the bank settleson a
product, it will reevaluate the program marketing approach. The lender expects to aggressively pursue
the solar market, and is uncertain how that will affectits relationship with the utility.

Perception of Xcel Energy Brand

All of the interviewed lenders see some valuein co-branding with Xcel Energy, but mostalso
acknowledge obstaclesto doingso. One commercial lender noted thatinternally, the bankis still testing
the concept of energy-efficiency lending, soitis nota priority. Inaddition, the bankis very protective of
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itslogo, and is hesitantto co-brand. Instead of having both logos on a page, this lendersuggests
designing marketing with the bank information and logo on one side and the Xcel Energy information
and logo on the otherside. Inthisway, neitherlogois subjectto branding rules fromthe other
organization, but the customers see the association. This lender hopes Xcel Energy can create materials
that target specifictypes of businesses or specifictypes of projects.

Anothercommercial lendersaiditis notimportantto co-brand, andiswillingto use primarily Xcel
Energy branding on any materials. Thislender’s main priority is to develop arelationship with the trade
ally, forwhich brandingissues are lessimportant. They suggested that Xcel Energy develop more
marketing materials directed specifically to trade allies.

The third commercial lender said the Boulderand Denver programs have more relevant brands for their
program than Xcel Energy’s brand, and for now they preferto co-brand with those organizations over
the utility.

On theresidentialside, one lender noted that his organization does not expect Xcel Energy to promote
loans, and they are not planning on promotingrebates, although they did affiliate their brand with
energy efficiency to an extent. A second residential lender said co-branding would be very useful, but
they do notsee a path to developing co-branded materials. This lender stated they do not know whois
responsible for developing such materials.

Satisfaction

Overall, lenders were fairly neutralin terms of their satisfaction with the program, with the exception of
one commercial lenderwho ranked the programas a 10 out of 10. The remaininglenders eitherhad low
expectations oracknowledged thatinternal changes, in particularthe changingloan products, are
hindering program development. These lenders ranked the program between 5and 7 out of 10.

Lenderssaidthat to increase their program satisfaction, Xcel Energy could provide more proactive
marketing, betterlinkages to participating trade allies, and more consistent rebate options (to avoid
distancingtrade allies from the program). This last request was related to the Solar Rewards Program
beginshutdown before the end of 2013.

Residential Customer Surveys

Cadmus conducted a survey of residential customers that obtained financing through Elevations Credit
Union from May 2013 through March 2014. We conducted surveys using a census approach, as the
number of participants available was 75. We achieved 30completions fora40% response rate.

Measures Installed and Rebated

Cadmus surveyed 30 customers who had installed 76 individual measures. Nineteen respondents
installed more than one measure, and 13 installed three or more measures. The most common
measures were related to weatherization, followed by space heating (see Figure 2). Two of the 76
measures were renewable projects, installing solar PV.
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Figure 2. Measures Installed by Survey Respondents
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Source: Loan data, Elevations Credit Union. Measures financed. (n=76)

Two-third of respondents (67%) received arebate for at least one of the measures they financed. Eight
respondents (27%) did not receive any rebate, and two (7%) did not know whetherthey received a
rebate or not. When asked why they had not applied forarebate, four of eight respondents were
unsure if they were eligible, two did not know how to apply, and two had recently applied orintend to
apply.

When asked what energy improvements they planned to make in the next twelve months, customers
had a variety of responses. Eleven customersaidthey planned additional projects forthe comingyear,
as shownin Figure 3.
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Figure 3. Planned Energy-related Projects
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Source: Question 28. What additional energy-related upgrades do you plan to make in the next 12
months, if any? (n=30)

Awareness and Motivation

Cadmus asked respondents how they learned about the loan product they used. The most common
source of information (cited by 10 of 30) was eitherthe Boulder EnergySmart Program orthe Denver
Energy Challenge. Othersignificant promotional channels were the contractor, word-of-mouth from
another participant, and the lender. Two of 30 respondents cited the Xcel Energy website as their source
of information, with no respondents citing any other Xcel Energy source. Whileonly two respondents
noted an Xcel Energy source directly, Xcel Energy’s promotional campaign could have indirectly
contributed to any of the otherchannels of information.
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Figure 4. How Survey Respondent Learned About Financing Option
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Source: Question 5. How did you learn about the financing option you chose? (n=30)

About half of the respondents learned about the program rebates from the same source that informed
them of loan options (53% of respondents).

Cadmus asked respondents how important the Xcel Energy brand was on theirdecision to use the loan
product; nearly one-quarterwas not aware that Xcel Energy was endorsing theirloan. Over half (53% of
all respondents, and nearly 70% of those that were aware of the endorsement)said that Xcel Energy’s
endorsement was eitherveryimportant orsomewhatimportantto theirchoice in selecting that product

(see Figure5).
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Figure 5. Importance of Xcel Energy Endorsing Financing Product
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Source: Question 8. How important was it to you that Xcel Energy endorsed the financing option you
chose? (n=30)

The respondents had diverse motivations for completing a retrofit. Nearly half of respondents (43%)
citedincreased comfort as their primary motivation. Thirteen percent were already completinga
retrofit, and added the energy-efficiency measures. Ten percent were motivated to save money on bills.
Othermotivatorsincluded saving energy (7%), replacing failed equipment (3%), and investingin their
home (3%).

Respondents most commonly chose tofinance their project because they did not have sufficient cash
available ordid not want to use all theiravailable cash (56%). Eleven respondents, 37%, wanted to
spread the cost overa longer period. One-fifth of respondents (20%) were motivated by the attractive
interestrate. (The total does notsumto 100%, as respondents were allowed to list multiple motivators.)

Most respondents (63%) had notyet decided whetherto start theirretrofitwhen theylearned about
the financing, indicating the financing may have affected their decision. Among those that had already
decided (33%), itis possible the financing convinced them to install more measures or more efficient
measures.

Retrofit Projects

With the surveys, Cadmus also asked respondents for details about the projecttheyinstalled. The
majority of respondents, 87%, did notinstall additional measures when theyinstalled the energy-
efficiency measures; they were only installing an energy-efficiency upgrade. The fourrespondents who
alsoinstalled other measures reported projects related to the efficiency upgrade (fixing brickwork that
was damaged when windows were installed), as well asindependent projects including flooring,
reconstructing exterior walls, and repairing a porch.
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Over80% of respondents (n=25) reported that the financing covered the entire cost of the retrofit,
including non-energy measures. Loans that did not cover 100% of the cost covered between 75% and
90% of the cost, accordingto respondents, who said they paid the remaining 10% to 25% with cash.

Customer Satisfaction

Customers reported overallsatisfaction with theirloan experience (see Figure 6). When asked to specify
why they were satisfied, a majority (22 of 30) customers mentioned the easy, straightforward, fast
process. Twelve customers mentioned the low interest rates as a source of satisfaction. (Customers
were allowed multiple responses.) The majority of customers (26 of 30) also said, “if they could go back
intime,” they would use the same financing again. Two customers indicated they would have used a
differentlender, and twoindicated they would have used a different type of financing.

Figure 6. Customer Satisfaction
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Source: Question 25. How satisfied are you with the financing overall? (n=30)

Attribution

One of the goals of this evaluationis to assess the proportion of projects that are due to the availability
of financing. Cadmus developed a formal approach for measuring this proportion, presentedin
Appendix 1: Proposed Attribution Methodology. For this first round of evaluation, we incorporated a
prototype series of questionsinto the customersurveys, presented below. While this method does
provide an estimate forthe portion attributableto financing, itis notas rigorous as the method we
propose for future evaluations. This exercise was intended to capture an initial estimate, parallel to the
effort of developingamore detailed methodology.

Survey Scoring
For thisinitial analysis, Cadmus only considered those customers who were aware of both the financing
and the rebates when they made their retrofit decision, and who received arebate.
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Cadmus asked these 12 respondentsif they would have completed the project without financing, then
askedifthey would have completed the project without the rebate. Customers said that financing was
more important (see Table 2).

Table 2. Whether Respondents’ Would Complete Project Without Rebate and/or Financing
Would Complete Project Would Complete Project Without Financing

. Total
WithoutRebates [ Ves | N0
3 6 9
No 0 3
Total 3 9 12

Cadmus scored each response accordingtothe degree the respondent was influenced by financing (see
Table 3).

Table 3. Attribution Score Attributable to Financing
Would CompletePrjec
B e
Yes 0 1

No 0 0.33/0.67

Finally, Cadmus tallied each respondents’ score; this is the numerator of the attributionratio. The
numberof respondentsincludedinthe calculation (n=12) isthe denominator of the attribution ratio for
those respondents. Table 4 outlines the total attribution ratio forall 12 respondents. The finalratio,
0.64, indicates that over half of the projects completed through the financing program are primarily due
to the availability of financing.

Table 4. Projects Attributable to Financing

Aware of Financing (F) and/or Rebate (R) | Number of Respondents
0 0

Yes (F) Yes (R) 3

Yes (F) No (R) 0 0 0
No (F) Yes (R) 6 1 6
No (F) No (R)...Rebate more important 1 0.33 0.33
No (F) No (R)...Financing more important 2 0.67 1.34
Raw Score 7.67
Total Respondents 12
Attribution Ratio 0.64
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Conclusions and Recommendations

Goals

Conclusion: The program goals are notappropriate fora newly-launched statewide program; they are
overly ambitious. Because financing at astatewide level in Colorado was anew conceptintroduced
through the EEFP, there was no past experience toindicate how this program might perform. The
current program goals were based on expertopinion, reflecting experiences in other marketsin other
parts of the country, and programs that use resources such as loan loss reserves and coordinating
rebatesin conjunction with financing.

Recommendation: Xcel Energy should file adjusted goals based on theirown loan volume to date.
Goalsshould be ambitious, and reflect the anticipated results of continued training, stabilization and
expansion of loan products and allies, and streamlined implementation through ongoing experience.

Program Implementation

Conclusion: While there are some areas for improvement, overall Xcel Energy has beendiligentand
energeticinimplementing the programs asintended according to the HBC design. Xcel Energy staff have
effectively recruited allies, trained staff, and designed a strong marketing toolkit to target residential
and commercial customers. Staff should be commended for their proactive engagement with lender
alliesto manage changesinloan products available, and in particular for theirability to rapidly build a
relationship with US Bank, whichis comingin to the programto replace Elevations Credit Unionasa
commercial lender cooperating with the Denverand Boulder programs.

Though the program is not meetingits stated goals, as noted above, Cadmus recommends adjusting the
goalsrather than adjustingthe program design. Residential customers reported broad satisfaction with

theirexperience. Given the resources Xcel Energy has dedicated tothe program, it has both secure Allies
and a broad array of loan products on offer, which complement current Xcel Energy efficiency programs.

Conclusion: Xcel Energy offers the SolarRewards program, which may be astrong complement to the
financing program. One residentiallender said that they intend to focus their marketing efforts on solar,
and have experienced success with thisapproach in other areas. However, this lenderalso stated they
thoughtthat this would be contrary to the goals of the EEFP, since they assumed thatsolar powerisin
competition with the utility power.

Recommendation: Meet with each lenderto discuss the solar program, and how combining efficiency
and solarincentives with financing forawhole package of improvements might be asuccessful
marketing approach.

Conclusion: The financing programrelies heavily oninternaland external messengers outsidethe
program staff. While staff have conducted several trainings and outreach sessions with call center staff,
trade channel managers, and allies, not all of these parties were aware of all of the program options, or
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all of the tools available to promote the program. Thisis not unusual because the financing programis
only one of several programs that these other parties need to track and present to customers.

Recommendation: Continue to provide trainingand outreachtoall parties. In addition, provide
organized resources for staff and allies to consult on their own time, when they have specific
questions, that will quickly inform them of program updates. All resources, including a program
overview, keycontacts, and links to all marketing tools, should be in acentral location. Keepinga
program logina simple spreadsheet format, easily available in asingle location, could identify for
outside parties what changes had occurred since the person was last up to date, and make iteasierfor
themto seek outinformation and updates ontheirown.

Program Entry
Conclusion: Customersurveys indicated that virtually no residential customers enterthe program based

on direct marketing from Xcel Energy. In addition, call center staff reported that customers do not ask
aboutfinancing options ontheirown, implying that direct marketing to customers may not be effective.

For many financing programs, trade allies are the single most critical marketing component. After the
Boulderand Denver programs, which offered special rebates, contractors and word-of-mouth are the
most common paths of entryinto the EEFP. However, trade allies have notindicated much interestin
the program loans, despite outreach by Xcel Energy staff and presentations by lenders. HBC
recommended that Xcel Energy put more resources toward trade ally engagement, and several of the
lenders requested that Xcel Energy facilitate better communication between the trade alliesand
lenders.

Recommendation: Considerfocusing marketing on the program entry channels that show the most
promise: namely, through the Boulderand Denver programs and the trade ally networks. In particular,
Xcel Energy could put more resources toward engaging trade alliesinthe program. Trade allies can be
powerful messengers for the financing options because they are often present when the customeris
making decisions. Infact, ourresearch in other programs has shown that trade allies are frequently the
most powerful agent fordriving customers toward afinancing mechanism.

However, trade allies who are likely to use the financing tools may lack the resources to update or
modify theirsales approach and business practices sufficiently to capitalize on this opportunity. Xcel
Energy could provide additionaltraining fortrade allies, and highlight contractors that use the program
successfully, to help trade allies help their customers leveragethe financing option and purchase more
energy-efficiency upgrades.

By makinga commitmenttoworkingregularly with trade allies, Xcel Energy can strengthen theirbuy-in
and make iteasierforthemto use the program. Here are some examples:
e Communicate regularly with the trade allies through email, events, and social media.

e |dentify andrecognize trade allies that use the program successfully through publicmention,
such as on the Xcel Energy website orin direct mail to customers, and possibly some kind of
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reward, this will demonstratethe program potentialto othertrade allies, and create asense of
competition.

e Facilitate relationships between lenders and trade allies by identifying the types of trade allies
each lenderwould prefertowork with, and providing trade ally contacts to the lenders.

e Coordinate closely with the heating and cooling program staff and the weatherization program
staff (representing the two most common measure types) to ensure they are promoting the
financingoptiontotrade allies.

If possible, Xcel Energy could offer the trade allies afinancial benefit when their customers use the
financingas a method of engaging them. This financial benefit could include free training, cooperative
marketing opportunities, amonetary bonus, or the ability to offer customers an extrabonus. Inthe
future, once the financingis better establish, this benefit could be re-targeted to trade allies that are
able to use rebates orloansto achieve agreater numberof measures, or greateramount of savings, per
project.

Recommendation: Xcel Energy should consider ways toincrease the contact and relationships between
thelendersandthe trade allies. Programs such as Michigan Saves, HERO in several countiesin
California, and the Massachusetts HEAT Loan program all offer good lender-trade ally relationship
examples. Generally, matching contractors by projecttype to size of available ortypical loans, ora
marketa lenderisinterestedin pursuing, isagoodfit. As lenders expressed interest buildingthese
relationships themselves, sharing trade ally contactinformation and basicinformation on services and
activity level inthe Xcel Energy rebate programs with lenders may be all thatis needed. Otherwise,
networking events specifically targeted to both lenders and contractors, and perhaps furthertarget to
specifictypes of projects or customers, is a good way to foster communication between the two
valuable groups of allies.

Lending Allies

Conclusion: Commercial lenders are committed to continuing with EEFP and continuing to offerthe
range of available products. US Bank has proven able toissue loans betterthan Elevations Credit Union,
whothey have replaced. The commercial side therefore has good stability, good commitment from the
lenderallies, and a flexible range of financing options.

On theresidential side, however, there has been some transitioninthe loan products that are available,
and the most popular product, the unsecured loan, is not available statewide. In addition, there isnotan
available second mortgage product, which is perhaps more likely than refinancing afirst mortgage to be

attractive to customers with smaller projects that are more focused on energy efficiency. The residential
lenders expressed uncertainty about the marketand theirinterestin pursuing the program with greater
commitment.

Recommendation: Identify a residential lender that can offera statewide unsecured consumerloan
product with a fast, streamlined application process. Consider negotiating an exclusive Allies with the
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lendersuchthatthe loan can only be offered by a registered trade ally and in conjunction with arebate
from Xcel Energy. This way, the lender hasthe security that the borroweris completingasensible
retrofit that will likely save them money on theirenergy bills. Highlight to potential lenderallies that the
type of borrower that pursues this kind of loan is an overall good customerfora financial institution.
Potential lenderallies are AFCFirst or Mariner Trust. Cadmus can facilitate meetings with the lenders at
Xcel Energy’srequest.

Conclusion: One of the residential lenders expressed some confusion about theirrole in the program
marketing. Anotherlenderdivided the program responsibilities amongtheir staff, and therefore no one
staff personis capable of servingas a primary liaison to Xcel Energy.

Recommendation: Update the program MOU to identify the person or persons at each organization
who are responsible forcommunicating with Xcel Energy, as well asidentifying other responsibilities
such as who will be responsiblefordesigning, managing, and funding marketing efforts. In addition,
have each lenderassign a central point of contact to facilitate the program operations.

Conclusion: The primary reason Xcel Energy offers the EEFP is to achieve savings through rebates on
measuresfinanced. However, surveys revealed that roughly 25% of respondents had not pursued a
rebate forthe measurestheyinstalled. Although the samplesize is small, four of eight respondents
indicated thatthey did notapply for a rebate because they did not know how. Two additional
respondents said it was not worth the effortto complete the paperwork. Thisinformationisan
indication that Xcel Energy is not capturing savings from a significant number of projects financed
throughthe EEFP.

Recommendation: Modify the MOU so that Xcel Energy obtains enough datato determineifaloan
recipientsubmits a rebate application. Follow up with loan customers, using data collected through the
loan application process, to remind them of specificrebates available to them. Direct customersto the
call centerto get assistance with submitting the rebate application.

Marketing

Conclusion: Marketing materials are generally well-designed and attractive. In addition, several different
marketing pieces exist to suit different situations. Nevertheless, the compelling, persuasive pieces are
more limited than the strictly informational pieces. There is little information on the persuasive
materials fora potential customertoidentify with.

Recommendation: Update the marketing materials to include a few briefer pieces that incorporate
stories of completed projects, images of actual borrowers (or people thatlook like actual borrowers),
and otherfeaturesthat will make easier for customers to connectthe program with theirown situation.

Conclusion: The website isavaluable resource forinforming customers about the loan options, helping
them digest complicated information, and directingthem to more specificinformation by linkingto the
lender websites. However, the process puts the rebate application, the most critical piece of the process
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for the utility, somewhat at risk by sending customers away from the Xcel Energy website to pursue
financing. The lender websites do not readily direct customers back to Xcel Energy, and lender
marketing does not emphasize Xcel Energy rebate options even when they are mentioned. This may be
detrimental to the lenders, as well as to the utility, since asingle package of rebates and financingis
potentially more appealing toa customerthan two poorly integrated products.

Also, the lenders are failing to leverage the brand recognition of Xcel Energy. Lenders, who have resisted
beingactive marketing allies to some extent, requested more materials specificto trade allies ormore
targetedto specifictypes of customers.

Recommendation: In order to provide consistency in messaging, and because lenders are unwilling to
invest many resourcesinto promoting rebates, considertaking a lead role in marketing the EEFP, andin
designing and implementing marketing campaigns. One component might be to develop a “road map”
that outlines each step of the process and directs them back to Xcel Energy foradditional incentives

through otherprograms. This tool could be used as a leave-behind fortrade allies and lenders, oras a
direct-to-consumer mailing.

To satisfy allies and gain additional program buy-in, consult each lenderand collectideas foradditional
marketing pieces that would suit their conception of marketing the program. In some cases, the desired
materials may already existand the lenderis simply notaware of them. For otherideas, designand
implement the materials or campaign internally to ensure consistency with among materials and with
the program, and to provide a service to allies. In cases where lenders are willing, take the lead to
develop co-branded materials that encourage loan recipients to also pursue a rebate.
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Appendix 1: Proposed Attribution Methodology

For planning purposes, Xcel Energy would like to understand the extent that available financing s
motivating customersto conduct energy-efficiency improvements, relative to motivation from available
rebates. This appendix presents the approach Cadmus recommends to determine the portion of
customer motivation attributable to financing.

This methodology does notinclude projectsthat do not receive arebate, as these projects do directly
generate savings foran Xcel Energy program, and therefore there is nothingto attribute to either
financing orthe rebate. However, we recommend these projects be captured through anetto gross
analysis, as they could represent spillover.

This approach isapplicable to both residential and commercial customers.

Data Collection
Cadmus will use information gathered during phone surveys with customers who received aloan
through one of the participatinglenders during the programyear.

We will design aseparate survey for residential versus commercial customers. We recommend sufficient
completed surveys to achieve 90% confidence with 10% precision, but we recognize that parti cipationin
the program at this early stage may not support thatlevel of rigor. The number of completes, in that
case, should be as high as possible, and Cadmus willdeterminethe confidenceand precision of the
available data.

Survey responses will establish the percentage of completed rebate projects that are primarily
attributable to availability of financing, versus the availability of the rebate.

For future evaluation, Cadmus suggests that Xcel Energy and the lender coordinate data collection so
that the list of loan recipients can be cross-referenced with rebate customers, to verify which are also
rebate participants, and for which measures the customerreceived arebate. Inthe event thisis not
possible, the customer survey can screen forcustomers thatdid not receive arebate. If a customerdid
not receive arebate, the survey cantheninclude additional questions to screen for possible savings that
could be attributed to the financing program that are not captured in otherrebate programs.

Analysis
The phone surveys will ask aseries of questions to determine how important the financing product was
inthe customer’s decision-making process.

First, the survey will ask respondents whetherthey made the decision to completethe project before
they were aware that financing was available from Xcel Energy’s allies. Respondents thatanswer
positively will be asked aseries of clarifying questions to determineif receiving financinginfluenced
theirdecision abouttheir project’s timing, size/quantity, and/or efficiency levels. Respondents that
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answer negatively will also be asked aseries of clarifying questions, but full credit for these projects will
not be attributed tofinancing.

The survey will then ask respondents that had not decided priortolearning about the financing to what
degree they would have moved forward with the same projectif the financingwerenot available, and
thenrepeatthat question forthe rebate option. If the answersindicate the respondent did not fully
dependonfinancingto complete the project, the survey willask clarifying questions to determine if
some portion of the customer’s motivation was due to financing.

Analysiswill place customersintothreegroups:

1. thosewhowouldhave completedthe exact same project (all) without the financing/rebate

2. those whowould have completed some portion of the project (some)without the
financing/rebate

3. those whowould have completed noneof the project (none) without the financing/rebate

Cadmus will score the respondentaccordingtothe degree to which the financinginfluenced their
decisiontomove forward. Table 5shows conceptually how responses will be scored.

Table 5 illustrates the matrix of attribution options:

Table 5. Attribution Matrix

_ Without Reb = All Without Reb = Some Without Reb = None

. . A. No influencein either B. Financingnoinfluence, ' C.Financingnoinfluence,
Without Fin? = All o ) )
direction allinfluenceto Rebate allinfluenceto Rebate
. . D. Rebate no influence, . F. Majority ofinfluenceto
Without Fin? = Some ) ) E. Splitinfluenceevenly
allinfluenceto Fin rebate
G. Rebate no influence, H. Majority ofinfluence

Without Fin? = None I. Splitinfluenceevenly

allinfluenceto Fin to financing

Those who would have completed some portion of the project but not all without the financing willbe
furtherbroken outdepending onthe portion of the projectthey would have completed without the
financing. The survey willask clarifying questions to determine which measures the customerwould
have installed, if those measures would have been of the same efficiency level as what was installed,
and if those measures would have beeninstalled in the same timeframe as those that were installed.
The actual numerical score will depend on the degree to which the respondent was motivated by
financing.

To calculate the actual proportion, Cadmus will use the matrix above to determine if the project should
beincludedinthe denominator of the ratio (total number of projects attributable to eitherfinancing or
rebates), and in the numerator, which in this case will represent the portion of the projects attributable
to financing.
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These customers will be filtered out of the calculation and will count neitherin the denominator (total
number of respondents) northe numerator (score of each respondent).

A.

mo 0w

n

Score of 0, countedin denominator
Score of 0, counted in denominator
Score of 1, counted in denominator
Score of .5, counted in denominator

Score between.land .4, depending on whetherfinancinginfluenced efficiency, timing, or scope
of project; counted in denominator

Score of 1, counted in denominator

Score between .6and .9, depending on whetherrebate influenced efficiency, timing, or scope of
project; counted in denominator

Score of .5, counted in denominator
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