House and Senate Energy Committees, July 27, 2009 – Anchorage

Presentation by Larry Persily, Aide to Rep. Mike Hawker

Federal Economic Stimulus Funds for Energy-Efficiency Programs

Recap of federal stimulus funding for energy-efficiency improvements in Alaska
$18 million for home weatherization
· Continuation of existing program administered by Alaska Housing Finance Corp.

$9.6 million for Energy Efficiency and Conservation Block Grants

· 60% to communities; 40% for state to spend.

· Alaska Energy Authority and AHFC to split the 40%.
· AEA likely to administer grants to communities for the 60%. AEA and AHFC are working to develop criteria for the grants and selection process.
· The $9.6 million can go to retrofits of commercial, public and residential structures; heating systems; energy-efficiency audits; lighting upgrades; landfill gas recovery; public transportation; public outreach; most anything to reduce energy costs.

· In addition to the $9.6 million, there is $4.5 million that goes directly to the Top 10 cities and Top 10 boroughs in Alaska by population. (The 60% of the state’s $9.6 million must go to communities that did not receive a direct federal allocation.)
· An additional $12.2 million goes directly to 241 tribal governments in Alaska (ranging from a minimum $34,000 to CIRI’s $939,000; average is $51,000).
$28 million for State Energy Program
· Not new program; started in 1996 (precursor dates to 1976); state received $392,000 in FY2007 and $258,000 in FY2008.

· Money goes to designated state energy office; in Alaska, that is AHFC.

· 1996 memorandum of understanding amended in 2001 to share funds 50-50 between AHFC and AEA.

· Department of Energy objectives for State Energy Program are: Increase energy efficiency to reduce costs for consumers, businesses and government; reduce reliance on imported energy; improve the reliability of electricity and fuel supplies; and reduce the effects of energy production and use on the environment.

· Money can go toward building retrofits and weatherization, loans and grants for energy-efficiency projects, distribution to municipalities for local efforts, promotion and public education of energy-efficiency standards, street lighting upgrades —  almost anything to improve energy efficiency and save energy costs.

· The money cannot go toward land purchases or research.
· Required 20% state match of past years waived for stimulus funds.

Status of $28 million appropriation

· Legislature appropriated $28 million (HB199); Gov. Palin vetoed the budget item.

· If the Legislature fails to override the veto, the money would revert to the U.S. Treasury; it would not go to other states.

· Application deadline was May 12; AHFC met the deadline but governor declined to provide required assurances (in addition to vetoing the appropriation). The Department of Energy agreed to accept a late, complete application from Alaska.

· The department considered an extension to January 2010 but decided against waiting that long and set Sept. 30 deadline for full application with assurances.
· Legislature can override the veto but cannot direct the funding.

· If lawmakers override the veto, the funding would remain a line item $28 million to AHFC; spending decisions would be up to the governor.

· AHFC and AEA in March submitted proposals to the governor’s Office of Management and Budget to spend their 50% shares. The governor’s office never adopted the proposals, which were never presented to the Legislature. The state can amend the spending plan in its application to the Department of Energy.
· AHFC proposed $4.5 million for community building weatherization, $2 million for weatherization and rebate support (software and expanded energy audit program), $4 million for home-based renewable energy program, $1.8 million for consumer education, $2 million to write statewide energy-efficiency standards.

· AEA proposed $7 million to its Renewable Energy Fund, $2.5 million for research and development of renewable energy, $3.9 million for energy-efficient equipment rebates and incentives, $750,000 for energy-efficiency training and education, and $100,000 for commercial facility energy audits.

Federal rules for State Energy Program funds
· Department requires each governor to certify the state will promote and encourage improved energy efficiency for residential and commercial buildings.

· State law is a controlling factor in each governor’s assurances to promote and encourage improved energy-efficient construction. The Department of Energy is not demanding and does not expect those states without statewide energy code authority to take over code jurisdiction from municipalities.

· In those cases the department will accept a governor’s assurances that the state will assist those municipalities that want to consider improved energy-efficiency standards, while the state helps to promote energy-saving construction methods.

· Alaska is the only state not approved for State Energy Program stimulus funding.
· Missouri governor’s assurance accepted by the department: “The state is committed to working with communities to create model energy-efficiency standards that, if local units of government chose to implement, should reduce energy costs for Missourians. I and my staff will also work with the Missouri General Assembly to pursue incentives to assist communities in promoting improved energy efficiency consistent with the goals of ARRA.”

What the Department of Energy does and does not require

· Initial reports were that states would have to show compliance with model energy-efficiency standards for 90% of new and renovated square footage between 2009 and 2017.

· Department officials later reported — confirmed in a May 14 meeting in Washington, D.C., and in subsequent phone calls and e-mails — that while such compliance in eight years is a goal it is not a mandate. The Department of Energy will not measure or count square footage, nor will it demand or expect states to count square footage.
· The department merely wants each state to prepare a plan for how it intends to promote and encourage improved energy-efficiency standards. The plan is not due at the time of application for the funds; it can be submitted later. An acceptable plan could include outreach and education efforts among homeowners, commercial property owners and builders, lenders and others in the industry; assisting municipalities in their energy-efficiency efforts; providing state guidance and assistance; pretty much a general plan to promote energy efficiency and savings.

· Compliance guidelines being drafted by the Pacific Northwest National Laboratory under contract to the Department of Energy are just that — voluntary guidelines for states that want to measure and monitor their success at improving energy efficiency for buildings.

· The national laboratory, in Richland, Wash., issued its second revision of the compliance guidelines in June. Staff is reviewing the comments received and expects to issue the final report as soon as next month.

· The intent of the guidelines is to provide states with common criteria for measuring and comparing improvements in energy efficiency. For example, the final guidelines may suggest that each state select X number of residential structures and X number of commercial structures for energy audits to track energy-efficiency improvements over time. The agency expects its final guidance to provide states with a shortened and realistic checklist to judge compliance with energy-efficiency standards in buildings.
Cost-effectiveness of energy-efficiency construction
· I was unable to find any nationwide report that precisely quantified an average economic value for energy-efficiency upgrades, such as: For each dollar spent on improvements, the property owner would realize X dollars of savings over the life of the building. Too much depends on the size of the house, the climate, the quality of original construction, and building costs.
· However, there is a lot of city-, state- and industry-specific data:

· The Home Energy Saver Calculator project, sponsored by the U.S. Department of Energy, Department of Housing and Urban Development and others, determined that 10 energy-efficiency improvements in an average home would produce annual savings of $600 in energy costs — a 16% return on investment.

· The Florida Legislature passed the Energy Act of 2008, directing the Florida Building Commission to develop rules for determining the cost effectiveness of energy-conservation measures. A February 2009 report provided the rate of return on investments in several energy-conservation improvements such as R-38 ceiling insulation, 22%, and attic radiant barrier, 35%. 
· Austin, Texas, which has adopted progressively stronger energy codes since 1985, has seen in that time the annual average energy use for homes per square foot drop from 9 kilowatt hours to 6.5 kilowatt hours.

· A July 2008 report from the National Action Plan for Energy Efficiency, led by the Department of Energy and EPA and including state utility regulators and private utility operators, cited a 2005 Nevada study: “… upgrading the energy efficiency of commercial buildings to comply with the code would cost about $1.60 per square foot but would result in $0.68 per square foot of energy savings per year, meaning a simple payback of about 2.4 years.”

· The same national report quoted from a 2003 Southwest Energy-Efficiency Project that a new home in Phoenix built to energy-efficient standards would cost $1,500 more than a home not up to the same standards, with a payback in energy savings within four years.

· Puget Sound Energy, which serves more than 1 million electrical customers and nearly 750,000 natural gas customers in Puget Sound, reported in February 2009 that a complete home weatherization could save homeowners 25% on their heating costs.

· A January 2008 report by the Western Governors’ Association — Policy Recommendations for Energy-Efficient Buildings — stated that energy-efficiency upgrades to the Colorado State Capitol Complex produced a 25% to 30% drop in energy costs. The savings come to $800,000 a year on a $13.6 million investment in new lighting, heating, cooling and energy-management systems.
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