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1: Financial Management  



Three “floodgate” opportunities will advance energy programs 
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Progress here will enable improvement everywhere 

1. Financial Management 
2. Leased Store Management 
3. Renewable Energy 



RILA will facilitate three steps to unlock these opportunities 
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RILA will…   

• Research leading practices 
in the industry 
 

• Document case studies 
(Implementation Models) 

• Highlight successful 
Implementation Models 
through various channels 
 

• Create new resources 
 

• Host in-person and online 
workshops/ trainings 

• Facilitate use of 
Implementation Models 
 

• Provide support & 
consultation through 
partner organizations 

Step 1: Develop 
Implementation 

Models 

Step 2: Educate the 
Industry 

Step 3: Spur 
Adoption of 

Implementation 
Models 

1. Finance 

3. Renewables 

2. Leased Stores 



1. Does the majority of your energy use 
come from manufacturing and 
distribution or the aggregate of your 
retail operations? 
 

2. Has your annual budget for OpEx and 
CapEx increased, decreased, or stayed the 
same over the past few years? 

 

3. Do you track energy cost savings ($) from 
energy efficiency projects? 
 

4. What aspect of your financing process is 
most challenging? 

 

 
 

Questions to Consider… 
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1: Financial Management 



Innovative 
Financing for 

Energy Projects 



Goals: 
 

1. Discuss budget and finance pain points with peers 
 

2. Change the way energy projects are financed internally 
 

3. Understand how to finance energy projects with external capital 
 

Innovative Financing for Energy Projects 



Internal Financing 



Which of these are of interest? Which have you heard of? 

 

• Internal Carbon Pricing 

• Capital Investment Fund 

• Revolving Loan Fund 

• Expedited Approval 

• Cross-Departmental Collaboration 

Internal Financing Models 



Internal Financing Strategies 

Policies and Funds 
 
• Internal Carbon Pricing 
• Capital Investment Fund 
• Revolving Loan Fund 

Process Changes 
 
• Expedited Approval 
• Cross-Departmental Collaboration 

 



Internal Financing Strategies 

Policies and Funds 
 
• Internal Carbon Pricing 
• Capital Investment Fund 
• Revolving Loan Fund 

Process Changes 
 
• Expedited Approval 
• Cross-Departmental Collaboration 

 



An internal policy that assigns a cost to the carbon emissions generated by company operations 

 
 

Internal Carbon Price 



 
• 517 companies reported using an internal carbon price in 2016 

o 732 companies will implement a price by 2018 
 

• Department of Energy estimates social cost of carbon at $36 per metric ton  

Internal Carbon Price 



 
 

Example – LVMH 

€6 million 
Investment 

Carbon Price: 
€15 per tonne 

of CO2 

70% of projects 
in retail stores 

https://www.lvmh.com/group/lvmh-commitments/environment/lvmh-establishes-internal-carbon-fund/


A fund that is capitalized annually, where energy cost savings are allocated to participating stores’ 
operating budgets 

 

Capital Investment Fund 



 

 

adidas Group Case Study – www.rila.org/energy  

$11 million 
Investment 

65 
Projects 

Averaged 30% IRR 

http://www.rila.org/energy


A fund that is capitalized one time, where energy project cost savings are reallocated to the fund and 
reinvested 

 

Revolving Loan Fund 



• This is a new model for the retail sector 
 

• Some retailers have been kicking the idea around 
 

• Prominent in government agencies, non-profits, and universities 

 

Revolving Loan Fund 



Example – Boston University 



Internal Financing Strategies 

Policies and Funds 
 
• Internal Carbon Pricing 
• Capital Investment Fund 
• Revolving Loan Fund 

Process Changes 
 
• Expedited Approval 
• Cross-Departmental Collaboration 

 



An internal process that fast-tracks energy projects for approval 

 

Expedited Approval 



Modify Project Proposal Process 
• Kohl’s: Embedding the Finance Department into the  Energy Team 
 

 

Kohl’s 



This process aligns the benefits of energy projects across departments, which work together to fund 
projects 

 
 

Cross-Departmental Collaboration 



Update Internal Purchasing Systems 
• Best Buy: Updated Store Lighting Options 
 
 

Best Buy 



External Financing 



• State or utility incentives can make the difference between meeting and missing your hurdle rate 

 

• Some financing options make your project cash flow positive from the start 

 

• Do more projects 

Why Use External Financing? 



• How many buildings will your project cover? 

• Do you own or lease your buildings? 

• How long do you hold a typical location? 

• How quickly do you need financing? 

• Do you want to manage installation? 

• Do you want to manage operations and maintenance? 

• Can you take debt on your balance sheet? 

 

 

 

Key Questions to Identify a Financing Option 



If there are projects to be done, and money to 

be saved, somebody will finance your project.  
 

As a General Rule… 



External Financing Options 

Major Initiatives or Green Construction 
 

• Green Bonds 

Energy Efficiency Finance 
 

• Energy Performance Contract (EPC) 
• Energy Service Agreement (ESA) 
• Managed Energy Service Agreement (MESA) 

Specialized Financing 
 

• Property Assessed Clean Energy (PACE) 
• On-Bill Repayment (OBR/OBF) 
• Tax-Increment Financing (TIF) 

 



External Financing Options 

Major Initiatives or Green Construction 
 

• Green Bonds 

Energy Efficiency Finance 
 

• Energy Performance Contract (EPC) 
• Energy Service Agreement (ESA) 
• Managed Energy Service Agreement (MESA) 

Specialized Financing 
 

• Property Assessed Clean Energy (PACE) 
• On-Bill Repayment (OBR/OBF) 
• Tax-Increment Financing (TIF) 

 



Traditional debt with a twist: lower interest rates in exchange for commitments to sustainability or 
energy projects.  

Green Bonds 



Apple’s Green Bond 

• $1.5 billion issuance 
 

• February 2016 
 
• 7-year, 2.85% interest 

 
• Will finance:  

o green buildings 
o energy efficiency projects 
o renewable energy 
o energy storage 
o resource conservation efforts 



Apple’s Green Bond 



Apple’s Green Bond 



• $500 million issuance  
 

• May 2016 
 

• 10-year, 2.45% interest 
 

• Funds go to supply chain management 
 

Starbucks’ Sustainability Bond 



External Financing Options 

Major Initiatives or Green Construction 
 

• Green Bonds 

Energy Efficiency Finance 
 

• Energy Performance Contract (EPC) 
• Energy Service Agreement (ESA) 
• Managed Energy Service Agreement (MESA) 

Specialized Financing 
 

• Property Assessed Clean Energy (PACE) 
• On-Bill Repayment (OBR/OBF) 
• Tax-Increment Financing (TIF) 

 



The ESCO model, where a 3rd party financier takes on upfront project costs in exchange for a portion 
of future utility savings. 

Energy Performance Contract (EPC) 



EPCs – A Classic Model 



An innovation on the Energy Performance Contract, that incentivizes a wider range of projects and 
off-balance sheet financing. 
 

Energy Services Agreement (ESA) 



ESA Case Study: Metrus Energy 



A twist on the Energy Services Agreement, where a single firm manages equipment, maintenance, 
and utility bill payment. 
 

 

 

Managed Energy Services Agreement (MESA) 



External Financing Options 

Major Initiatives or Green Construction 
 

• Green Bonds 

Energy Efficiency Finance 
 

• Energy Performance Contract (EPC) 
• Energy Service Agreement (ESA) 
• Managed Energy Service Agreement (MESA) 

Specialized Financing 
 

• Property Assessed Clean Energy (PACE) 
• On-Bill Repayment (OBR/OBF) 
• Tax-Increment Financing (TIF) 

 



A rapidly growing financing method that pays for 100% of a project’s upfront costs and is repaid for 
with an assessment added to the property’s tax bill.  

 

Property Assessed Clean Energy (PACE) 



PACE Case Study: BrandsMart USA 

 Home appliance and electronics big box discount retailer 

 3 separate PACE deals: $1.8 million, $2.225 million, and $3.1 million 

 15-20 year repayment, tied to property 

 

Results 

 34% projected reduction in annual utility costs 

 



Big Boy restaurant in Ann Arbor, MI (small business) 
 

Improvements 

• Building controls, high-efficiency HVAC, lighting 
 

PACE Assessment 

• Loan Size: $88,488 

• Terms: 10 year repayment, 4.75% fixed interest 
 

Results 

• 19% projected reduction in annual utility costs = $8,300 annual savings 

 

PACE Case Study: Big Boy Restaurant 

http://www.pacenow.org/wp-content/uploads/2013/07/7.24.2013-Ann-
Arbor-PACE_Big-Boy-Case-Study.pdf 



Finance energy projects that are repaid through a line item on your utility bill, with zero or low 
interest rates. 
 

On-Bill Financing (OBF) 



On-Bill Repayment (OBR) 



OBF Case Study – Grocery Retailer 



A common type of gap financing used to fund new construction or renovations. 
 

Tax Increment Financing (TIF) 



TIF Case Study – Target 
Project 

• 125,000 Square Foot Target Retail Center 

• Development cost was $13 million 

 

TIF Package 

• City provided $1 million upfront toward infrastructure improvements 

• City agreed to 15-year tax abatement 
 

 



What options are appealing? 

Major Initiatives or Green Construction 
 

• Green Bonds 

Energy Efficiency Finance 
 

• Energy Performance Contract (EPC) 
• Energy Service Agreement (ESA) 
• Managed Energy Service Agreement (MESA) 

Specialized Financing 
 

• Property Assessed Clean Energy (PACE) 
• On-Bill Repayment (OBR/OBF) 
• Tax-Increment Financing (TIF) 

 



Tools & 
Resources 



RILA External Financing Calculator 



Input Project Information 



Find Applicable Financing Mechanisms 



See Basic Finance Metrics 



Understand Finance Metrics 



• Available at: RILA’s Financial Management website 
 
• Condenses today’s conversation into a 15 minute tool 
 
• Internal and External Financing Guides also available 

 

 

RILA External Financing Calculator 

https://www.rila.org/sustainability/RetailEnergyManagementProgram/Pages/Financial-Management.aspx


Wrap Up & Next Steps 



Thank You! 
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1: Financial Management Adam Sledd 
Director, Market Engagement 
Institute for Market Transformation 
adam@imt.org 
 
Audi Banny 
Associate Director, Market Engagement 
Institute for Market Transformation 
audi.banny@imt.org 
 
Erin Hiatt 
Director, Energy, Sustainability & Research 
RILA 
Erin.Hiatt@rila.org  
 

 

mailto:adam@imt.org
mailto:audi.banny@imt.org
mailto:Erin.Hiatt@rila.org


Thank You 

Provide feedback on this 
session in the new 
Summit App!  
 
Download the app to your 
mobile device or go to 
bbsummit.pathable.com 
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