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Example RLF Loan Loss Reserve Program Term Sheet 

Purpose
This document offers a proposed term sheet template that can be used by state energy offices to summarize their proposed revolving loan fund structure and operational processes to solicit market feedback from potential service providers, lenders, or lending organizations, if allowed by their procurement processes.  The numerical items in this term sheet are illustrative and state energy offices should determine the values they wish to use in their program design.  

Attachment A to the term sheet is a monthly report required from each program participating lender to report the amount of loans issued, collections, and loan balances, to submit claims for loan losses, and to track the balance of the lender’s loan loss reserve account. 

Note: This resource was prepared based on the requirements of the Energy Efficiency Revolving Loan Fund Capitalization Grant Program (Bipartisan Infrastructure Law Section 40502), , e.g., project eligibility, energy audit requirements, borrowers eligibility, and monthly report. Adapt as needed if utilizing for RLF programs associated with other funding sources.


Example RLF Loan Loss Reserve Program Term Sheet

DRAFT– Preliminary, subject to change

	Program Sponsor
	State of [State], acting through [Agency/Department]


	Funding/ authorization
	Program Sponsor has received an allocation of [$x,xxx,xxx] under U.S. Department of Energy’s Energy Efficiency Revolving Loan Fund Capitalization Grant Program, authorized under Section 40502 of the Infrastructure Investment and Jobs Act, commonly referred to as the Bipartisan Infrastructure Law. Program Sponsor will use:
· up to [$xxx,xxx] for program administration costs.
· [up to $xxx,xxx for grant payments by Program Sponsor for the cost of Energy Audits for Eligible Projects.] 
· not less than [$x,xxx,xxx] for participation in loans issued by Program Lender to finance Eligible Projects.
The Program shall be available on a first-come, first-served basis [or describe process for project application and approval]

	Program Administrator
(if applicable)
	(If the program will use a Program Administrator to perform financial and operational activities, identify the entity, if known, or how they will be selected.  Describe the Program Administrator’s responsibilities.)

	Program Lender(s)
	(state the name of the Program Lender, if only one)

(If multiple Program Lenders approved through application process)
[Program Sponsor/Program Administrator] will review and approve applicants to participate in the program as a Program Lender. Eligible applicants will include federal- and state- chartered banks and credit unions and community development financial institutions certified by the U.S. Department of the Treasury CDFI Fund [describe any other types of lenders that are eligible to apply]. Applicants will be required to submit an application form. 

	Eligible Projects
	· Upgrades or retrofits recommended in a qualifying Energy Audit completed for a [public- or privately-owned commercial building/structure][single-family residential home, condominium, duplex, or manufactured housing unit][4+ unit multifamily building] located in [State]. 
· The project’s cost must be life-cycle cost-effective, which shall be demonstrated on the energy audit report showing that the estimated lifetime energy savings from the project upgrades/retrofits will be at least equal to the total project cost.  Program Sponsor shall reserve the right to approve an alternative method of demonstrating cost-effectiveness if deemed acceptable. 
· The project must address at least one of the following:
· the energy efficiency of the building/facility; 
· the physical comfort of the building/facility occupants; or 
· the quality of the air in the building/facility. 
· NOTE: Based on the criteria above, geothermal heating systems are eligible, but solar/PV systems would need to be paired with energy storage or designed to provide operation during utility electricity grid outage to be eligible. 
· The project must lead to at least one of the following outcomes: 
· reduce the energy intensity of the building/facility; or 
· improve the control and management of energy usage of the building/facility to reduce demand during peak times.
· Loans may include any portion of the cost of Energy Audit paid for by the Eligible Borrower (not subsidized by Program Sponsor)

	Energy Audit Requirements
	[For commercial buildings:
1) Determine the overall consumption of energy of the facility of the eligible recipient.  
2) Identify and recommend lifecycle cost-effective opportunities to reduce the energy consumption of the facility of the eligible recipient.  
3) Identify the period and level of peak energy demand for each building within the facility of the eligible recipient and the sources of energy consumption that are contributing the most to that period of peak energy demand.  
4) Recommend controls and management systems to reduce or redistribute peak energy consumption.  
5) Estimate the total energy and cost savings potential for the facility of the eligible recipient if all recommended upgrades and retrofits are implemented, using Audit Template, or such other audit software approved by DOE which complies with the BuildingSync data format.

[For single-family residential dwellings:
1) Use the same evaluation criteria as the Home Performance Assessment used in the Energy Star program[footnoteRef:1].  [1:  The evaluation criteria of the Home Performance Assessment involves providing a prioritized list of recommended improvements based on: 1) resolving health and safety issues; 2) satisfying customer needs and desires; 3) overall cost-benefit to the customer; and 4) programmatic goals. See https://www.energystar.gov/saveathome/improvements/how-it-works/home-performance-assessment] 

2) Identify and recommend lifecycle cost-effective opportunities to reduce the energy consumption of the facility of the eligible recipient.  
3) Recommend controls and management systems to reduce or redistribute peak energy consumption.  
4) Compare the energy consumption of the residential building of the eligible recipient to comparable residential buildings in the same geographic area.  
5) Provide a Home Energy Score, or equivalent score (as determined by the Secretary), for the residential building of the eligible recipient by using DOE’s Home Energy Score Tool or an equivalent scoring tool.
Note: The Home Energy Score (HES) tool fully satisfies requirements #4 and #5 but does not fully satisfy requirements #1-3. To meet these requirements DOE recommends states have auditors use HES and supplement the HES report with: 
· a statement certifying that the audit is informed by 1) resolving health and safety issues; 2) satisfying customer needs and desires; 3) overall cost-benefit to the customer; and 4) programmatic goals. 
· Calculations of the life-cycle cost effectiveness of the measures recommended in the HES report (See Question 12, SectionC)
· Recommendation of controls and management systems to reduce or redistribute peak energy consumption. This may include, but is not limited to, recommending smart thermostats, appliances with timers, and wifi water heaters.
[For multifamily housing units:
1) Use the same evaluation criteria as the Home Performance Assessment used in the Energy Star program. 
2) Identify and recommend lifecycle cost-effective opportunities to reduce the energy consumption of the facility of the eligible recipient.  
3) Recommend controls and management systems to reduce or redistribute peak energy consumption.  
4) Compare the energy consumption of the residential building of the eligible recipient to comparable residential buildings in the same geographic area.  
5) Provide a Home Energy Score, or equivalent score (as determined by the Secretary), for the residential building of the eligible recipient by using DOE’s Home Energy Score Tool or an equivalent scoring tool.
Note1: The Audit Template tool fully satisfies requirements #1-3 and #5 but does not fully satisfy requirement #4. To meet this, DOE recommends states have auditors supplement the Audit Template report with the comparison output of the Energy Star Portfolio Manager platform which compares multifamily buildings to comparable multifamily buildings nationally.  
Note2: Regarding requirement #5: DOE considers the “Annual Energy & Costs Savings" and "Payback with Incentives" outputs summary in Audit Template an equivalent score to the Home Energy Score.
Note3: Audit Template may only be used for multifamily housing buildings that are 4+ stories/floors.

	Eligible Borrower
	(Modify if necessary, based on target market(s))
Commercial Buildings:
A business or organization that owns or operates a commercial building/structure (includes publicly and privately owned buildings).  If the borrower is a business, they must satisfy both of the following: 
· Conducts a majority of its business in the [State]. 
· Owns or operates one or more commercial buildings or commercial space within a building. 
Single-family Residential Dwellings:
· An individual who owns one of the following: 
· A single-family home. 
· A condominium or duplex. 
· A manufactured housing unit. 
· A business that owns or operates a multifamily housing facility.
Multifamily Housing Units:
A borrower (includes business, public entity, non-profit, and individual) that owns or operates a multifamily housing facility.

	Eligible Energy Audit Subsidy Requirements
(if applicable)
	(Modify if necessary based on target market(s))
Commercial:
An Eligible Borrower with fewer than 500 employees.
Single-family residential: 
A low-income individual (as defined in paragraph 36 of 29 U.S.C. 3102) that owns a single family residential home.
Multifamily Housing Units:
A low-income individual (as defined in paragraph 36 of 29 U.S.C. 3102) that owns a multifamily housing facility.

	Minimum Loan Underwriting Criteria
	As set by Program Lender, and as may be approved by Program Sponsor


	Loan Terms
	· Minimum Loan Amount: As set by Program Lender.
· Maximum Loan Amount: As set by Program Lender.
· Maximum Loan Term is the maximum expected useful life of the financed improvements, not to exceed 15 years.
· Interest rate:  As set by Program Lender, subject to any maximum interest rate as may be set by Program.

	Loan Loss Reserve (LLR)
	· Program Sponsor to hold grant funds in an interest bearing account and establish a LLR account for Program Lender(s).
· Program Sponsor maximum funding available for Program Lender LLR account(s) is [$x,xxx,xxx].
· The initial LLR account balance upon execution of the agreement will be [$10,000] and serves as an advance for the initial [$200,000] of program loans issued by Program Lender.
· LLR account to be increased each month based on an amount equal to the principal amount of program loans issued multiplied by a LLR Portfolio Percentage as proposed by Program Lender, but not to exceed [5%] as set by Program Sponsor].   
(Note: programs could also consider establishing (or allowing respondents to propose) a higher LLR Portfolio Percentage for select communities to encourage equitable access to financing.)
· LLR account to be decreased each month based on the principal amount of loan payments received by Program Lender multiplied by LLR Portfolio Percentage.
· Program Lender to report monthly any Eligible Loan Losses, representing the principal balance of any loan which is [90] days or more past due.
· Program Lender may submit monthly claim for LLR Loss Payment, equal to Eligible Loan Losses multiplied by LLR Loss Sharing Percentage of [75%], or the remaining LLR account balance, whichever is less.  Program Lender shall retain remaining Eligible Loan Losses, not less than [25%]. LLR Loss Payment shall reduce the LLR account balance each month.
· Loan principal recoveries realized by Program Lender for Eligible Loan Losses will be credited in the LLR account in an amount equal to the amount of loan principal recoveries multiplied by the LLR Loss Sharing Percentage. 

	[Program Sponsor/ Program Administrator] Responsibilities
	· Maintain LLR account for Program Lender.
· Reimburse Program Lender for Eligible Loan Losses within [30] days of receipt of the Lender Monthly Report.
· Review Eligible Project details and Energy Audit and communicate project approval to Program Lender.
· [Review, approve, and pay energy audit subsidies – if applicable]
· Monitor federal grant requirements (Davis Bacon Act, Build America Buy America Act, National Environmental Policy Act).

	Program Lender Responsibilities
	· Loan origination. 
· Loan servicing, using the same standards as Program Lender would use for loans made from its own account without support from Program Sponsor.
· Collections for loans in default, at Lender’s expense, using the same standards as Program Lender would use for loans made from its own account without support from Program Sponsor.
· Flow down federal requirements to borrower and their contractors and subcontractors via contractual language in 29 CFR 5.5.   
· Program Lender shall provide a monthly statement or report for each loan to include the loan principal balance, principal payments received for the month, interest payments received for the month and the amount allocated to Program Sponsor.  The statement/report shall be submitted to Program Sponsor no later than the 15th day of the following month.
· Program Lender shall provide Program Sponsor a quarterly report of any loans which are 90+ days past due or have been written off by Program Lender.  For each loan, the report shall include: the name of the borrower, the original principal loan amount, the principal loan balance, the date and amount of the last payment, and whether or not the loan has been written off.  This report shall be as of the last day of each calendar quarter and shall be submitted to Program Sponsor by the 15th day after each calendar quarter.  If no loans are 90+ days past due or written off, the Program Lender shall provide a written confirmation to Program Sponsor.

	Federal requirements
	· Program Sponsor’s grant award requires that its program must be ready to receive loan applications no later than 180 days after receipt of its grant award (Program Sponsor may request U.S. Department of Energy approval to extend this date up to six months to allow for finalizing agreement(s) with Program Lender(s) and other third-party program partners).
· All Eligible Projects must comply with laborer wage and benefit requirements and reporting under the Davis-Bacon Act.  The Contractor/subcontractor(s) responsible for installing the Eligible Project will be required to submit weekly certified wage and benefit reports using DOEs LCPTracker system during the term of the Eligible Project. See https://www.energy.gov/infrastructure/davis-bacon-act.
· Projects must comply with the Build America Buy America Act and National Environmental Policy Act where applicable.  
· [Program Sponsor/Program Administrator] will review and monitor federal requirements for Eligible Projects.

	Agreements
	Program Sponsor will enter into a LLR agreement with Program Lender. The Agreement will allow termination by either party upon [90] days notice.



TECHNICAL BRIEF	
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The work described in this report was funded by the U.S. Department of Energy’s Office of State and Community Energy Programs under Lawrence Berkeley National Laboratory Contract No. DE-AC02-05CH11231. If you have questions or need clarification of any points, please contact Greg Leventis at GLeventis@lbl.gov. Interested in other LBNL Electricity Markets and Policy Group publications? Join our notification list here.


Attachment A - Program Lender Monthly Report

Program Lender:  ____________________
Month ending (mm/dd/yyyy):  ___________

Submitted by (name): ___________________________    Date: ___________

Contact for questions:
Name: _________________________
Email: _________________________
Phone: _________________________


	
	# Loans
	Principal
Amount
	Portfolio
Loan 
Balance
	LLR 
Portfolio
Percentage
	LLR Loss
Sharing
Percentage
	LLR 
Account
	LLR Advance

	Beginning Balance
	nnn
	
	$x,xxx,xxx.xx
	
	
	$xxx,xxx.xx
	$10,000.00

	Loans Issued 
	nnn
	$x,xxx,xxx.xx
	$x,xxx,xxx.xx
	
	x%

	$xxx,xxx.xx
	(xx,xxx.xx)

	Loan Payments
	nnn
	$x,xxx,xxx.xx
	($x,xxx,xxx.xx)
	
	x%
	($xxx,xxx.xx)
	

	Eligible Loan Losses
	nnn
	$xxx,xxx.xx
	N/A
	xx%
	
	($xxx,xxx.xx)
	

	Loans written off
	nnn
	
	($x,xxx,xxx.xx)
	
	
	N/A
	

	Loan Principal Recoveries
	nnn
	$xxx,xxx.xx
	($xxx,xxx.xx)
	xx%
	
	$xxx,xxx.xx
	

	Ending Balance
	nnn
	
	$x,xxx,xxx.xx
	
	
	$xxx,xxx.xx
	$xx,xxx.xx

	90days+ past due
	nnn
	
	$xxx,xxx
	
	
	
	



In addition to above, provide loan detail listing to include:  
· Loan# or identifier
· Borrower name
· Borrower zip code
· Loan date issued
· Loan original principal amount
· Loan interest rate
· Loan maturity date
· Date of last payment received
· Date next payment due
· Loan principal balance

Disclaimer and Copyright Notice
This document was prepared as an account of work sponsored by the United States Government. While this document is believed to contain correct information, neither the United States Government nor any agency thereof, nor The Regents of the University of California, nor any of their employees, makes any warranty, express or implied, or assumes any legal responsibility for the accuracy, completeness, or usefulness of any information, apparatus, product, or process disclosed, or represents that its use would not infringe privately owned rights. Reference herein to any specific commercial product, process, or service by its trade name, trademark, manufacturer, or otherwise, does not necessarily constitute or imply its endorsement, recommendation, or favoring by the United States Government or any agency thereof, or The Regents of the University of California. The views and opinions of authors expressed herein do not necessarily state or reflect those of the United States Government or any agency thereof, or The Regents of the University of California. Ernest Orlando Lawrence Berkeley National Laboratory is an equal opportunity employer.

This manuscript has been authored by an author at Lawrence Berkeley National Laboratory under Contract No. DE-AC02-05CH11231 with the U.S. Department of Energy. The U.S. Government retains, and the publisher, by accepting the article for publication, acknowledges, that the U.S. Government retains a non-exclusive, paid-up, irrevocable, worldwide license to publish or reproduce the published form of this manuscript, or allow others to do so, for U.S. Government purposes.
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For more information, visit us at https://emp.lbl.gov/
For all of our downloadable publications, visit https://emp.lbl.gov/publications
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