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Good afternoon, my name is Russ Christianson, and I’m pleased to be here today to present the results of our evaluation of TAF’s social venture development – Efficiency Capital Corporation.
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Presenter
Presentation Notes
Here is the agenda for our presentation today.  After a brief introduction  and some background information, I will explain the purpose, process and main results of the evaluation of TAF’s social venture: Efficiency Capital Corporation or ECC (the working name during the incubation was TEEFCo).  After some brief conclusions from the evaluation, I will welcome any questions you may have.



Introduction 

• Russ Christianson, Rhythm Communications 
– Master of Industrial Relations, Bachelor of Commerce 
 

• Catherine Lang, C. Lang Consulting 
– Master of Adult Education, Bachelor of Sociology and 

Philosophy, and Bachelor of Social Work 
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Presentation Notes
Cathy Lang and I have decades of experience with social enterprises, co-operatives, businesses, not-for-profits and environmental organizations.  We specialize in organizational development, governance training, venture start-up and development, and evaluation.For the purposes of this evaluation, we brought in a colleague from the University of Guelph, Ricardo Rameriz, to help design the Utilization Focused Evaluation.



Introduction 

• TAF is committed to professional evaluation 
and knowledge sharing. 
 

• Cathy and I delivered a detailed evaluation 
report for internal use. 
 

• TAF is preparing a “lessons learned” 
summary for external circulation. 

 

Presenter
Presentation Notes
I would like to make three key points about TAF and this evaluation.



Background 

• 2011 - Energy Savings Performance Agreement 
• 2012 – Investment Committee (IC) chose 

incubating a social venture/company as the 
primary strategy to commercialize ESPA 

• 2013 - Strategy recommended by IC and 
approved by TAF Board 

• 2015 - Efficiency Capital Corporation (ECC) 
incorporated with third-party investment  

• 2016/17 - Evaluation 
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Presentation Notes
In 2011, TAF developed a unique product/service, the ESPA, and recognized its potential for scaled market transformation in the energy conservation multi-residential building market.Incubating ECC (TEEFCo as working name) as a social venture was chosen as an impact investment strategy to address TAF’s vision for greenhouse gas emission reductions, reduce barriers to private investment in climate solutions, and mainstream energy efficiency financing.  ECC became the vehicle to commercialize the ESPA.Our evaluation of the venture development process took about one year, from March 2016 to April 2017.



Evaluation Purpose 

1. Document and reflect on the process used to 
develop, create and launch ECC.  
 

2. Provide insights to inform TAF and others 
regarding future social venture development. 
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Presentation Notes
TAF determined two main purposes for this evaluation.



Evaluation Process 

• Professional, external evaluation 
• User developed and friendly framework: 

Utilization Focused Evaluation (UFE) 
• Comprehensive:  One year for evaluation 

design and completion, including: 
– document review  
– meetings with staff 
– key informant interviews 
– written reports 

 

Presenter
Presentation Notes
The evaluation process has three important components.UFE is an evaluation approach that emphasizes the use of the findings and the learning process itself.  It is based on the widely held experience that active participation in evaluation design and process encourages a sense of ownership by the users, and therefore, leads to higher levels of utilization of the evaluation.



Evaluation Results 

1. Theory of Change 
2. Financial Analysis 
3. Lessons Learned  
4. Conclusions 

 

Presenter
Presentation Notes
I have organized the results of the evaluation into four sections for this presentation.Some of you may be wondering what A theory of change is?  A Theory of Change describes the underlying beliefs and assumptions that guide a strategy and are critical for producing change and improvement. Theories of change represent beliefs about what is needed by the target population and what strategies will enable them to meet those needs. They establish a context for considering the connection between a system’s mission, strategies and actual outcomes, while creating links between who is being served, the strategies or activities that are being implemented, and the desired outcomes.    From:  Theory of Change Tool Manual, International Network on Strategic Philanthropy, May 2005.



Evaluation Results 
1. Theory of Change 

Accelerate deployment of ESPA in multi-
residential buildings to reach TAF’s objectives: 
  

1. Decrease GHG emissions 
2. Make a healthy ROI 
3. Mobilize private investment 
 

Presenter
Presentation Notes
TAF’s Theory of Change was to accelerate the deployment of the ESPA in the multi-residential building market and reach TAF’s primary objectives of: Decrease greenhouse gas emissions, Make a healthy return on investment, and Mobilize private investment in the business of energy conservation.  TAF performed a scenario analysis of alternative change strategies and assumptions before deciding that development of a THIRD PARTY OWNED/OPERATED COMPANY – what we are referring to as a social venture because of its financial and social/environmental benefit objectives -- was the most viable primary approach.  (Other options explored included a GP/LP Fund, a TAF subsidiary, licensing the use of the ESPA to multiple parties).   



Evaluation Results 
2. Financial Analysis 

Original cash budget:  $290,000 
TAF program allocation: $285K (two phases) 
MaRS contribution: $5K 
 
Actual TAF cash investment:  $558,048 
TAF staff costs allocated:  $294,161 
Total investment:  $852,209 
 

Development period:  Jan 2011 to Apr 2016 
 

Presenter
Presentation Notes
Original social venture development timeline was 2 years.  It actually took 5.25 years.TAF faced a go/no-go decision in December 2014, and decided to move forward with Phase II.The evaluation reviewed the cash and staff time invested by TAF in the venture development.  Total investment represents 6.5% of TAF budget (on an annualized basis over 5.25 years).  Key informants, including staff, board, and investment committee members felt this level of investment was reasonable for this strategy.It is common for entrepreneurs to be overly optimistic regarding the time required to develop a venture and to meet the revenue, market share and other objectives for the business. The multiple objectives embedded in TEEFCo’s business plan (leveraging significant private investment, revenue generation for TAF, environmental outcomes) were very ambitious for the proposed two year time frame. TAF created a budget for Phases 1 and 2 of the venture development and accounted for these cash investment costs.  And, it could have strengthened its financial reporting by comparing its budget to its actual expenditures on an ongoing basis.  Financial variance analysis is a proven tool for monitoring a venture’s progress and making adjustments as required.  Creating realistic and attainable financial forecasts for the business development costs, accurately documenting actual costs (including staff time as incurred), and performing a monthly variance analysis provides managers with the information they need to make good business decisions.  TAF learned this as they moved into Phase 2 of TEEFCo’s development and improved their forecasting process.TAF needs to view incubating ECC as an investment in a mission-driven strategy.  This evaluation is a snapshot of the incubation of ECC, not an evaluation of ECC itself.  Tim Stoate provide updates ECC’s progress, including the direct financial returns (Net Present Value of transactions and other earnings), the mobilization of financial capital into energy efficiency, and the mission-related returns, such as the dispersion of TAF innovation, TAF leadership and reputation in the impact investing space.



Evaluation Results 
3. Lessons Learned 

1. Venture incubation is a strategic approach to 
scale low carbon urban solutions, and achieve 
TAF’s mission and objectives: 

– TAF built GHG reduction benchmarks into the 
agreement with the private investor in ECC 

– It takes leadership commitment to maintain the 
mission-driven goals as a priority over (or alongside) 
the financial imperatives of a social venture 
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Presentation Notes
TAF uses a variety of change strategies to address its mandate and mission, including strategic grant making, impact investing, technology and program pilot testing, policy research, multi-sector convening, and social venture incubation. Social venture incubation was the strategy chosen to scale up the ESPA and contribute to greenhouse gas reduction.  TAF has successfully engaged the private sector owner of ECC in efforts to address government policy that would support the scaling of the enterprise. 



Evaluation Results 
3. Lessons Learned 

2. Venture development requires process and 
structure, with clear roles, budgets, milestones 
and go/no go decision making points. 
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It is not uncommon for entrepreneurs to focus most of their energy on the day-to-day development of the business and not provide adequate attention to monitoring the venture’s progress and ensuring the necessary checks and balances. The lesson is to follow a transparent and well planned venture development process with systems for documentation, financial controls, cost-benefit analysis (performed before the venture development decision is made), milestones, benchmarks, and Go/No-go decision-making points.  This will contribute to more effective decision making and accountability along the development path.  



Evaluation Results 
3. Lessons Learned 

3.  Before launching a new product or service, it is 
prudent to perform primary market research and 
testing to identify market demand and work out 
the kinks.  
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TAF used key informant intelligence from the energy conservation industry to affirm that it was on the right track with the ESPA concept, but it launched this innovative (and rather complex) financing instrument without formal market research or testing.  Receiving and integrating concrete feedback from customers or potential customers is an important way to mitigate future venture risk.  The ESPA is a complex product (including an extensive legal contract), and it takes time for customers to understand it.  TAF learned that it needed more time than expected to explain the ESPA to potential customers.  More thorough market testing may have led to a simpler selling proposition earlier in the process.



Evaluation Results 
3. Lessons Learned 

4.  Social enterprises incubated by non-profit 
organizations, like TAF, have a built-in 
advantage of mechanisms for due diligence and 
sober second thought.  
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TAF, like many other not for profit organizations, has well developed governance structures and decision-making processes.  This is in direct contrast to most entrepreneurial ventures, and it provides social enterprises that are incubated by not for profit organizations with a built in advantage of due diligence and sober second thought.  Moderating the usual entrepreneurial enthusiasm by utilizing the organization’s governance structure, assets, and good practices will help ensure transparency, accountability, and due diligence.  TAF’s Investment Committee played a very active role in the TEEFCo development process and struck a sub-committee solely focused on incubating TEEFCo.  Through the evaluation, TAF learned that it would have benefited from having a more formal staff team with clear role definitions, and with the required mix of entrepreneurial, financial, content and managerial expertise to be accountable for the venture development process.  The work of this staff team would then be reviewed by the investment committee and the board to fully utilize TAF’s governance structure.While TAF tapped into its talented volunteers on the board and investment committee, it would also have benefited from an external advisory committee with industry and social venture experts who could have provided advice during the venture development process. 



Evaluation Results 
4. Conclusions 

1. TAF’s hands-on development of the ESPA & ECC were 
very innovative for a not for profit organization. 

2. Social venture development is risky & requires 
entrepreneurship, leadership & management capabilities. 

3. Make the best use of transparent, non-profit governance. 
4. Access to patient capital is critical. TAF has a built-in 

advantage. 
5. TAF’s social venture incubation required a high level of 

collaboration & knowledge sharing with a variety of 
stakeholders. TAF is pleased to share the lessons 
learned. 
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Presentation Notes
In addition to being risky, start-up ventures can be costly in terms of time and money. TAF is in a unique position compared to most not-for-profit organizations because it has its own endowment fund that provided grants for its venture development process, and it also had staff resources that could be allocated to the project.  Social ventures like TEEFCo that have objectives over and above financial viability, will usually require patient capital to allow an adequate development time frame. Not for profit organizations need to carefully consider their own access to capital and willingness to invest in research and development, market research, business planning, communications and marketing, and management systems development. They need to ensure that they do not overtax their core resources and have access to sufficient funds to launch a social venture.



Questions 

Please ask any questions you may have. 
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