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MEMORANDUM
March 25, 2009
TO: Transportation, Infrastructure, Energy and Environment Committee
FROM: Amanda Mihill, Legislative Analys} MQLW

SUBJECT: Worksession: Expedited Bill 6-09, Home Energy Loan Program - Establishment

Expedited Bill 6-09, Home Energy Loan Program - Establishment, sponsored by
Councilmembers Berliner, Elrich, Ervin, Trachtenberg, Floreen, and Leventhal, was introduced
on February 24, 2009. A public hearing was held on March 24; select testimony and
correspondence begins on ©39.

Expedited Bill 6-09 would establish a Home Energy Loan Program to assist single family
homeowners to make an energy efficiency improvement or install a renewable energy device,
establish a revolving loan fund to provide homeowners loans under the Program, and generally
amend the environmental sustainability law.

Experience in other jurisdictions. Jurisdictions in other areas of the country have adopted or are
considering programs similar to Bill 6-09. Berkley, California, for instance developed a program
that provides property owners an opportunity to borrow money from the City’s “Sustainable
Energy Financing District” to install solar photovoltaic electric systems. The loan is repaid over
20 years through an annual special tax on their property tax bill (©28).

Experience in Maryland. The State does not currently have a home loan program for energy
efficiency improvements or renewable energy devices. Delegate Sue Hecht has introduced
House Bill 1567, Clean Energy Loan Programs, which would authorize political subdivisions to
establish a Clean Energy Loan Program (©22-27). HB 1567 was introduced on March 16 and
referred to the House Rules and Executive Nominations Committee. As of the time this packet
went to print, HB 1567 was re-referred to the Economic Matters Committee.



Issues for Committee Discussion
Renewable Energy

Should an owner be required to complete energy efficiency improvements before obtaining
Sfunds to install a renewable energy device? Bill 6-09 would allow a person to borrow funds to
install a renewable energy device only if the single-family home has a Home Energy Rating
System (HERS) score of 100 or below or the energy efficiency of the home is increased by 30%.
Clean Currents, the Maryland, District of Columbia, Virginia Solar Energy Industries
Association, and Standard Solar, recommended that this requirement be replaced with a
requirement for the owner to have an audit done within 6 months after a renewable energy device
has been installed (©41-49). These companies would not require that any energy efficiency
improvements be made.

Whether to require an energy audit before loaning funds to install a renewable energy device
depends on what the Committee believes the goal of the legislation should be. If the Committee
believes that the primary goal of the program should be to reduce energy consumption in the
home, then the requirement to meet a certain level of energy efficiency should be retained in Bill
6-09. Dollar for dollar, home shell retrofits are more cost effective ($1.6/ton) than distributed
solar PV ($2.2/ton) (©33). To provide flexibility with this requirement, however,
Councilmember Berliner intends to offer an amendment at the worksession to require the
Department of Environmental Protection to develop the specific energy efficiency thresholds in
regulation.

Energy Efficiency Improvements

How should energy efficiency be measured? Washington Gas recommended amending Bill
6-09 to require the home energy audit to include the measurement of the total energy cycle for
the home, defined as the “measurement of energy efficiency from the point of energy generation
to the end use in the home”, and to require the auditor’s report to contain findings and
recommendations to improve the home’s energy efficiency “based on total energy efficiency
measurement” (©71-72). As introduced, the focus of Bill 6-09 has been focused on energy
consumption in the home and making improvements to the shell and HVAC portions of the
building. The Washington Gas amendments would alter the bill’s focus on home energy
consumption. Washington Gas also recommended that certified energy auditors certify that the
auditor has no bias with a regulated energy utility to promote fair and unbiased
recommendations. Council staff recommends discussing this issue with DEP staff at the
worksession.

Should Bill 6-09 specify what the payback period should be for specific energy efficiency
improvements? Bill 6-09 requires that energy efficiency improvements be cost effective, which
would be defined as “the maximum estimated amount of time it takes for an energy efficiency
improvement to pay for itself through reduced energy costs . . . as determined by the
Department.” Richard Thometz noted that the payback period should follow standard energy
rating models, including guidance by EPA’s ENERGY STAR program and those used in the
Maryland program. The definition in Bill 6-09 is broad enough to encompass these models, if



the Department determines that they are the appropriate payback periods. Council staff
recommends retaining the language in Bill 6-09.

By which date should the energy efficiency improvements be made? Bill 6-09 requires that a
person who borrows funds install the energy efficiency improvement or renewable energy device
within 6 months after receiving the loan (©5, lines 103-104). GCAAR recommended that this
timeframe be changed to 12 months to ensure that these improvements can be completed on
time. Council staff agrees that there could be extenuating circumstances that lengthen the time
that the improvements can be completed. One option for the Committee is to extend this
timeframe to 9 months.

Should the definition of energy efficiency improvement include roofing materials? Bill 6-09
includes a broad definition of energy efficiency improvements that qualify for loan funds (©2-3,
lines 20-48). GCAAR questioned whether roofing or roofing materials were included in this
definition. While roofing and roofing materials are not specified in this particular definition
(which is based on the definition in the property tax credit), these would be included under the
catch all phrase in the definition in lines 43-48 which allows the DEP Director to identify any
other conservation device, renewable energy technology, or specific home improvement that
reduces the consumption of energy.

General Program Procedures and Requirements

What should the timeframe for submitting regulations be? Bill 6-09 requires the Executive to
submit regulations to implement the Home Energy Loan Program within 3 months after Bill 6-09
1s enacted. Stan Edwards, on behalf of the County Executive, argued that this time frame is
insufficient, but did not offer an alternative timeframe. Council staff recommends discussing
this issue with DEP at the worksession.

Should the loan program be limited to owner-occupied single-family houses? Bill 6-09 allows
the Director of the Department of Environmental Protection to loan funds to the owner of a
single-family home. As written, the program would not be limited to owner-occupied homes.
The Greater Capital Area Association of Realtors (GCAAR) questioned whether this program
would include non-owner occupied single family homes (©59-60). Council staff believes that
this should be clarified.

The environmental benefits of making energy efficiency improvements to a single-family home
are substantially similar regardless of whether the owner occupies the home or not. Council staff
understands the sponsor’s intent to not limit eligibility of the program to owner-occupied homes.
If the Committee concurs, an amendment to Bill 6-09 is not required.

Who should be responsible for verifying that improvements have been made or devices
installed correctly? Bill 6-09 requires DPS to certify that energy efficiency improvements are
made correctly and that renewable energy devices are property installed (©6, lines 108-114).
Washington Gas expressed concerns that this requirement will further delay the permitting
process (©72). Council staff notes that this section allows the County Executive to assign this
function to another entity, including a third party. Council staff recommends retaining this



flexibility in Bill 6-09, but recommends the following amendment to ensure that the entity that is
assigned to verify proper installation is not the same entity that installed the device or
improvements as follows:

() The Department of Permitting Services must certify that the improvement
or device for which the funds were loaned has been properly installed.
The Department must accept a certification by another government
agency, including a municipality, that the improvement or device has been
[[property]] properly installed. The County Executive may assign the
responsibility under this subsection to another entity, including a third
party. However, the entity responsible for certifying that the improvement
or device has been properly installed must not be the entity that installed
the improvement or device.

Should the loan term be longer than 15 years? Bill 6-09 sets the loan term at 15 years unless
the Director sets a different loan term (©6, lines 115-116). Washington Gas expressed concern
about setting a 15 year loan term because renewable energy products tend to be more costly and
the payback period of these devices may be beyond the 15 year term (©72). Council staff agrees
that some renewable energy devices could have payback periods longer than 15 years. However,
Bill 6-09 as introduced allows the Director to set a different loan term. Therefore, Council staff
recommends retaining the language currently in Bill 6-09.

Who should administer this program? Several speakers, including representatives from Hannon
Armstrong (©56-58) and Richard Thometz (©52-55) urged that the Council use a private
company to manage certain aspects of the program, including financing, marketing, and
inspections. Council staff notes that Bill 6-09 allows, but does not require, the Executive to
contract with a non-profit or for-profit organization to implement this program (©10, lines
216-223). Therefore, an amendment to Bill 6-09 is not necessary.

Should the cost of the audit be absorbed by the Program? Bill 6-09 requires a participant to
obtain an energy audit and receive recommendations to improve the energy efficiency of their
home. CMC Energy Services urged that the audit be free and subsidized through administration
funds. Council staff recommends the Committee discuss with the Department whether the cost
of the audit is a significant barrier and how to minimize the costs of the energy audit.

CMC Energy further urged that the blower-door test be done by a weatherization technician once
improvements have begun, rather than included as part of the audit. Bill 6-09 defines home
energy audit broadly to include “an evaluation of the energy efficiency of a home which includes
any test or diagnostic measurement” that meets certain requirements. The Bill does not specify
that a blower door test must be used. Council staff recommends retaining the language in Bill
6-09 and encourages the Department to keep CMC Energy Services’ concerns in mind when
developing the regulations.

What should the loan amounts and interest rates be? Bill 6-09 allows the Department to loan
zero or low-interest loans to install energy efficiency improvements or renewable energy
devices. Dr. Leroy Miller suggested certain loan rates and loan amounts (©73-75). Council



staff recommends retaining the language in Bill 6-09. This language allows the Department to
establish loan amounts and rates that it finds appropriate.

Should residents be able to take advantage of the property tax credits for energy efficiency
improvements or renewable energy devices and the program? As introduced, Bill 6-09 allows
residents to borrow funds only for net eligible costs of an improvement or device, less any
amount received from a public or private program because the improvement or device is or will
be made or installed (©6, lines 118-120 and ©7, lines 137-139). Dr. Miller suggested that this
requirement may deter homeowners from energy savings investments. Council staff believes
that the limit on borrowing funds to net eligible costs is important to ensure that participants do
not borrow funds for which they are receiving a tax credit for. Council staff recommends
retaining the requirement that participants borrow funds only for net eligible costs. However,
Council staff recommends amending the definition of “eligible cost” to clarify what is met by net
cost (©2, lines 17-19).

Eligible cost means the net cost of buying or installing an energy
efficiency improvement or renewable energy device, including any part,
component, Or accessory necessary to operate the improvement or device,
less any amount received from a public or private program because the
improvement or device is or will be made or installed.

This language is consistent with the funding eligibility requirement for an energy efficiency
improvement (©6, lines 118-120) and a renewable energy device (©7, lines 137-139).

As introduced, Bill 6-09 prohibits a person from participating in both the property tax credit for
renewable energy devices and the loan program (©7, lines 140-142). Dr. Miller urged that these
programs should not be mutually exclusive. Councilmember Berliner intends to offer an
amendment at the worksession to remove lines 140-142.

Technical Amendment.” Council staff recommends the following technical amendment to Bill
6-09: ©8, lines 174-175: remove references to deferred fees in the provision specifying that the
loan constitutes a lien on the property as follows:

(a) The loan amount and any accrued interest constitute a first lien on
the real property to which the loan applies until paid. The loan

all other real property taxes, to the extent allowed by State law.
[[In the event of a failure to]] If the property owner does not pay
the loan and accrued interest as required, the property may be
certified to the Department of Finance and the lien may be sold at
the tax sale conducted by the County. [[The deferred fees
constitute a personal liability of the owner of the property.|]

! Council staff has also made technical changes that appear on ©6, lines 112, 115 and 121; and ©8, lines 170-171.



This provision borrowed heavily from the language included in Bills 4-09, Development
Impact Tax — Deferral and 5-09, Permit Fees — New Construction — Deferral. The
sentence referencing deferred fees is not appropriate for this bill.
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Expedited Bill No. 06-09

Concerning: _Home Energy Loan
Program - Establishment

Revised: _2/20/2009 Draft No. _5

Introduced: February 24, 2009

Expires: August 24, 2010
Enacted:

Executive:

Effective:

Sunset Date:

Ch. , Laws of Mont. Co.

COoUNTY COUNCIL
FOR MONTGOMERY COUNTY, MARYLAND

By: Councilmembers Berliner, Elrich, Ervin, Trachtenberg, Floreen, and Leventhal

AN EXPEDITED ACT to:

(D establish a Home Energy Loan Program to assist single-family homeowners to make
an energy efficiency improvement or install a renewable energy device;
) establish a revolving loan fund to provide homeowners loans under the Program;

and

3) generally amend the environmental sustainability law.

By adding
Montgomery County Code

Chapter 18A, Environmental Sustainability
Article 4, Home Energy Loan Program

Boldface

Underlining

[Single boldface brackets]
Double underlining

[[Double boldface brackets]]

Heading or defined term.

Added to existing law by original bill.
Deleted from existing law by original bill.
Added by amendment.

Deleted from existing law or the bill by amendment.

Existing law unaffected by bill.

The County Council for Montgomery County, Maryland approves the following Act:




EXPEDITED BILL NO. 06-08

1 Sec. 1. Chapter 18A, Article 4 is added as follows:

2 Chapter 18A. Environmental Sustainability
3 * * *

4

Article 4. Home Energy Loan Program
5 18A-24. Definitions.

6 In this Article, except as provided in Section 18A-30, the following words

7 have the meanings indicated:

8 Certified energy auditor means any individual who:

9 (a) is a participating contractor/auditor with the Maryland Home
10 Performance with ENERGY STAR Program: or
11 (b) meets other equivalent requirements approved by the Director.
12 Cost effective means the maximum estimated amount of time it takes for an
13 energy efficiency improvement to pay for itself through reduced energy costs
14 (the “payback” period), as determined by the Department.
15 Department means the Department of Environmental Protection.
16 Director means the Director of the Department or the Director’s designee.
1'7 Eligible cost means the net cost of buying or installing an energy efficiency
18 improvement or renewable energy device, including any part, component, or
19 accessory necessary to operate the improvement or device.
20 Energy efficiency improvement means a permanent improvement made to an
21 existing single-family home that:
22 (a) reduces the consumption of energy in the home, including:
23 (1) caulking and weatherstripping doors and windows;
24 (2) heating and cooling system efficiency modifications, including:
25 (A) replacing a burner, furnace, heat pump, or boiler, or air
26 conditioner with a high efficiency model;

-@ fuaw\bitis\0906 help\bill 6 (sponsors, corrections).doc
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EXPEDITED Bitt NO. 06-09

27 (B) a device to modify flue openings that increases the energy
28 efficiency of the heating system;

29 (C) any electrical or mechanical furnace ignition system which
30 replaces a standing gas pilot light; and

31 (D) any tune-up that increases the operating efficiency;

32 (3) aprogrammable thermostat;

33 (4) ceiling, attic, wall, or floor insulation;

34 (5) whole house air sealing;

35 (6) water heater tune-up, water heater insulation, pipe insulation, or
36 charge-out to ENERGY STAR qualified water heater;

37 (7)  storm windows or doors or ENERGY STAR qualified window or
38 door replacement;

39 (8)  air distribution system improvements, including duct insulation
40 and air sealing;

41 (9) any device which controls demand of appliances and aids load
42 management:; and

43 (10) any other conservation device, renewable energy technology, and
44 specific home improvement that the Director finds reduces the -
45 consumption of energy in the home; and

46 (b) meets safety and performance standards set by a nationally recognized
47 testing laboratory for that kind of device, if these standards are
48 available.

49 Energy efficiency improvement does not include a standard household
50 appliance, such as a washing machine or clothes dryer.

51 ENERGY STAR rating means the ENERGY STAR rating developed by the
52 federal Environmental Protection Agency which rates a product’s energy
53 efficiency.

-@ fJawAbills\O908 help\bill 6 (sponsors, corrections).doc
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ExPEDITED BiLL No. 08-09

Home energy audit means an evaluation of the energy efficiency of a home

which includes any test or diagnostic measurement that the Department finds

necessary to:

(a) assure that a home’s energy efficiency is accurately measured; and

(b) identify cost effective steps that can be taken to improve a home’s

energy efficiency.

Home Energy Loan Fund or Fund means the revolving loan fund established

under Section 18A-30 to provide funding for the Home Energy Loan Program.

Home Energy Loan Program or Program means the program that provides

zero or low interest loans to install an energy efficiency improvement or

renewable energy device.

Home Energy Rating System or HERS means the energy efficiency rating

system for residential buildings developed by the Residential Energy Services
Network.

Low interest loan means a loan with an interest rate below prevailing rates for

residential home improvement loans, and which reflects:

(a) the County’s current cost of borrowing funds or the cost, if any, of

federal funds made available to the County for this purpose; and

(b) the cost of administering the Program.

Renewable energy means the following energy sources or technology:

(a) solar;

wind;

(b)
(c) geothermal; and
(d)

any other energy source or technology which. the Director finds is

derived from natural processes that do not involve the consumption of

exhaustible resources.

@ f:\aw\bilis\0906 help\bill 6 (sponsors, corrections).doc




EXPEDITED BILL NO. 06-09

80 Renewable energy device means a device that:

81 (a) creates, converts, or actively uses renewable energy:

82 (b) is permanently installed on the home or property; and

83 (c) meets safety and performance standards set by a nationally recognized
84 testing laboratory for that kind of device, if these standards are
85 available.

86 Single-family home means a single-family detached or attached residential
87 building. A single-family home includes a condominium.

88  18A-25. Established; purpose.

89 The Director must create and administer a Home Energy Loan Program to:
90 (@) improve energy efficiency;

91 (b) promote energy conservation;

92 (¢) reduce greenhouse gas emissions; and

93 (d) reduce consumption of fossil fuels by County residents,

94  18A-26. Eligibility; use of funds.

95 (a) The Director may loan funds to an owner of a single-family home to
96 fund eligible costs to make an energy efficiency improvement that is
97 projected to be cost effective or install a renewable energy device in the
98 single-family home, up to the maximum loan amount set by regulation.
99 (b) To be eligible for a Joan under this Program, a property owner must:
100 (1) have a home energy audit performed on t_hg owner’s single-
101 family home by a certified ‘energy auditor, as required under
102 Section 18A-27; |
103 (2) have the energy efficiency improvement completed or renewable
104 energy device installed within 6 months after receiving the loan;
105 and
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ExreDITED Bitt No. 06-08

(3) agree to repay the loan amount borrowed through the County tax
bill for that home, as required by Section 18A-28.

The Department of Permitting Services must certify that the

improvement or device for which the funds were loaned has been

.properly installed. The Department must accept a certification by

another government agency, including a municipality, that the
improvement or device has been [[property]] properly installed. The

County Executive may assign the responsibility under this subsection to

another entity, including a third party.

different loan term by regulation.

Use of funds for an energy efficiency improvement.

(1) A person may borrow funds for eligible costs to make an energy

efficiency improvement, less any amount received from a public

or private program because the improvement is or will be made.
(2) Except as provided by subsection [[(£)(2)]] (€)3), funds must be

loaned only for an energy efficiency improvement that is

projected to be cost effective.

(3) Funds may be loaned for an energy efficiency improvement that

is not cost effective if that improvement is part of a package of

mmprovements financed under the Program that cumulatively is

cost effective.

Use of funds for a renewable energy device.
(1) A person may borrow funds for eligible costs to install a

renewable energy device only if:

(A) the single-family home has a HERS score of 100 or below;

or

f:\law\bills\0306 help\bill 6 (sponsors, comections).doc
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EXPEDITED BiLL No. 08-09

(B) the owner has a home energy audit performed on the

owner’s home and, based on the audit recommendations,

makes energy efficiency improvements that result in a 3

percent increase in efficiency.

A person may borrow funds for eligible costs to install a

renewable energy device, less any amount received from a public

or private program because the device is or will be installed.

A person must not borrow funds to install a renewable energy

device if that person receives a property tax credit for renewable

energy devices under Section 52-18R.

18A-27. Home energy audit.

(a)

(c)

An applicant for a loan under this Program must have and submit to the

County a home energy audit performed on the owner’s home by a

certified energy auditor.

The auditor must prepare a written report that:

(D

(2)

(3)

contains findings and recommendations to improve the home’s

energy efficiency;

identifies those cost effective energy efficiency improvements

which would generate projected annual energy cost savings,

based on projected energy costs set by Method (3) regulation, that

are equal to or more than the estimated cost of the improvements

to be financed under the County Program when the cost of the

improvements are amortized over 15 years; and

identifies any public or private financing mechanisms known to

the auditor that could be used to implement energy efficiency

improvements.
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EXPEDITED BiLL No. 068-09

18A-28. Repayment of funds; lien.

(a)

The owner of single-family home must agree to repay the loan amount

borrowed, amortized over 15 years, through the County property tax bill

for that home.

disclose that the buyer must continue to repay the loan through the
property tax bill.

The loan amount and any accrued interest constitute a first lien on the

real property to which the loan applies until paid. The loan amount and

accrued interest are collectable by suit or tax sale like all other real

property taxes, to the extent allowed by State law. [[In the event of a

failure to}] If the property owner does not pay the loan and accrued
interest as required, the property may be certified to the Department of

County. The deferred fees constitute a personal liability of the owner of

the property.

18A-29. Regulations.

The Executive must adopt regulations under Method (2) to administer the

Program, including:

SRONONONCED

lending standards and priorities;

minimum and maximum loan amounts;

interest rates, terms, and conditions;

application procedures, including necessary supporting documentation;

criteria for adequate security;

procedures to refer applicants to other sources of funds, and to

cooperate with other public and private sources of funds;

fAawbills\0906 helpibill 6 (sponsors, corrections).doc
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ExPEDITED BiLL NO. 06-09

186 (g) procedures to ask the Director to reconsider any denial of a loan or any
187 decision on interest rates, terms, and conditions;

188 (h)  procedures for nonpayment or default;

189 (i) procedures and requirements for post-installation inspection; and

190 (1)  disclosure requirements for real estate transactions.

191 18A-30. Revolving loan fund.

192 (1)  Definitions. In this Section, the following words have the meanings
193 indicated:

194 Department means the Department of Finance.

195 Revolving loan fund or Fund means the special, nonlapsing fund to
196 finance the Home Energy Loan Program established under this Article.
197 (b) The Fund consists of: |

198 (1) money appropriated in the County budget for the Program;

199 (2) money received from any public or private source;

200 (3) interest and investment earnings on the Fund:

201 (4) repayments and prepayments of principal and interest on loans
202 made from the Fund; and

203 (5) any other available funds to support the Program.

204 (c) The Department must:

205 (1) disburse funds and collect payments for a loan made under the
206 Program; and |

207 (2) maintain loan records and provide an annual report to the
208 Department of Environmental Protection.

209 18A-31. Annual report.

210 Each August 15, the Director must submit a report to the County Executive
211  and County Council that identifies;

212 (a)  the number of recipients of loans;
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ExpeDITED BiLL No. 06-09

(b) the amount of funds loaned; and

(c) any activities during the previous fiscal year to market the Program.
18A-32. Third party contract.

(a)  The County may contract with a non-profit or for-profit organization to

take any action necessary to fulfill the purposes of this Article,

including:;

(1) prepare and review, evaluate, and approve applications;
(2) execute loan agreements;

(3) secure and service loans;

(4) collect loan payments; and

(5) conduct collections for defaulted loans.

(b)  The County, or a contractor for the County, may charge an applicant or

borrower usual and customary fees, including:

application fees:

loan origination fees;

delinquency fees;

costs of collection; and

CERERE

other program fees to support wverification of program

requirements.

Sec. 2. Initial regulations.

The County Executive must adopt and submit to the County Council, not later
than (date 3 months after enactment of bill), regulations to implement Article 4 of
Chapter 18A, as added by Section 1 of this Act.
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EXPEDITED BiLL NoO. 06-09

Sec. 3. Expedited Effective Date.
The Council declares that this legislation is necessary for the immediate

protection of the public interest. This Act takes effect on the date on which it

becomes law.

Approved:
Philip M. Andrews, President, County Council Date
Approved:
Isiah Leggett, County Executive Date

This is a correct copy of Council action.

Linda M. Lauer, Clerk of the Council . Date
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LEGISLATIVE REQUEST REPORT

Expedited Bill 6-09, Home Energy Loan Program - Establishment

DESCRIPTION:

PROBLEM:

GOALS AND
OBJECTIVES:

COORDINATION:

FISCAL IMPACT:

ECONOMIC
IMPACT:

EVALUATION:

EXPERIENCE
ELSEWHERE:

SOURCE OF
INFORMATION:

APPLICATION
WITHIN

MUNICIPALITIES:

PENALTIES:

Expedited Bill 6-09 would: (1) establish a Home Energy Loan
Program to assist single-family homeowners to make an energy
efficiency improvement or install a renewable energy device; and (2)
establish a revolving loan fund to provide homeowners loans under
the Program.

Making energy efficiency improvements to homes is a cost-effective
way to reduce greenhouse gas emissions. However, the lack of
accessible and low-cost financing options is a barrier to many
homeowners and prevent them from making these energy efficiency
improvements.

To establish a program to provide homeowners with a low-cost
financing option to make energy efficiency improvements to their
homes, thereby reducing energy costs and greenhouse gas emissions.

Departments of Environmental Protection, Finance, and Permitting
Services. '

To be requested.

To be requested.

To be requested.

To be researched.

Amanda Mihill, Legislative Analyst, (240) 777-7815.

To be researched.

N/A

@
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From the Office of Councilmember Roger Berliner

January 15, 2009
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Contact Councilmember Berliner’s Office:; 240-777-7828

HELP Is on the Way

County’s Sustainability Working Group Report Supports
Berliner Home Energy Loan Program (HELP)

ROCKVILLE, Md., January 15, 2009 — Today the Sustainability Working Group issued
its first set of climate change recommendations in response to legislation sponsored by
Councilmember Roger Berliner. The SWG report recommends a comprehensive and
diverse package of initiatives that will benefit residents and businesses and save them

money in the long term by investing in clean energy, green buildings, energy efficiency -

and mass transportation choices.

"I want to commend the members of the Sustainability Working Group for their
dedication and hard work, particularly the public members who generously gave their
time and thoughtful ideas,” said Montgomery County District 1 Councilmember Roger
Berliner (Bethesda, Chevy Chase, Potomac) “This report lays a path for the next
generation of Climate Change initiatives. I look forward to working with the Executive

to see enactment of those ideas that will help our constituents, our economy and create a
sustainable Montgomery County."

Councilmember Berliner is particularly gratified that the Sustainability Working Group
endorsed his initiative to create a Home Energy Loan Program (HELP).
Councilmember Berliner proposed the establishment of HELP in an Energy and
Environment White Paper he co-authored with Ken Brown, executive director of
Climate Communities (attached). The white paper was released in December. Since
then, Congressman Chris Van Hollen, with the editorial support of the Washington Post,
bas embraced the proposal and has recommended it to President-elect Obama and
Congress for inclusion in the stimulus package.

Under Councilmember Berliner and Congressman Van Hollen's proposal, a property
owner would receive a zero interest loan from the proposed Montgomery County Home
Energy Loan Program (HELP) to pay for an energy audit and the recommended
efficiency improvements. The property owner would repay the loan through a line item
on their property tax bill. The advantage of this approach is that the property owners
would only have to repay the loan while they owned the property. The new owner



would continue to repay the loan through the property tax bill — and enjoy the lower
energy costs — after they acquire the property.

“HELP is on the way,” said Councilmember Berliner. “This proposal, once enacted,
will put money in our homeowner’s pockets, reduce greenhouse gas emissions by 20%,

and create green jobs in Montgomery County. This is a winning combination whose
time has come.”

“Local governments’ ability to tie home energy retrofit loans to the property is a game
changer because a key barrier to investments in energy efficiency is the homeowners’
uncertainty about whether they will be in the house long enough to realize the benefits
of their investment. Regardless of how long the homeowner stays in a property, the

homeowner need only weigh the reduction in their utility bills against the monthly cost
of the loan.”

Using this approach, a homeowner is likely to make a larger investment sooner,
resulting in greater savings and a more marketable home to sell.

“Today, with current financing options, homeowners often opt for measures with a two
to three year payback,” said Councilmember Berliner. “Under this model, measures with
seven-year paybacks can be financed under terms that are attractive and more then pay
for themselves.” Legislation will be introduced later this month.

The Sustainability Working Group (SWG) is comprised of 26 members representing a
broad range of public and private sector interests. It is co-chaired by Montgomery
County Department of Environmental Protection (DEP) Director Bob Hoyt and Jane
Nishida. Nishida formerly served as the secretary of the Maryland Department of the

Environment and currently is the senlor environmental institutions specialist at the
World Bank.

For more information about the Home Energy Loan Program, call 240-777-7828.
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A Federal/Local Government Partnership
that Breaks the Home Energy Retrofit Conundrum

An Energy & Environment White Paper
The Honorable Roger Berliner and Ken Brown, Executive Director of Climate
Communities

~ President-elect Obama has pledged to make the development of a green
energy economy a hallmark of his Administration and the Democratic
Congressional leadership has signaled its own commitment to a green future.

Local governments are uniquely positioned to partner with the President-elect and
Congress to transform this vision into reality.

Cities and counties across America are the first responders to the challenge
of climate change — improving energy efficiency standards for buildings,
promoting solar and geothermal projects, improving mass transit systems, and
reducing vehicle miles traveled through local land use and smart growth policies.

Local governments can be particularly effective in reducing greenhouse gas
(GHG) emissions caused by home energy consumption. This single source .
contributes almost one-third of our nation’s and 10% of the world’s GHG
emissions. We all know that homes waste energy; last year GHG emissions from
the residential sector increased more than any other source.

Every reputable study makes clear that retrofitting our homes with simple
things like sealing and caulking, as well as energy-efficient lighting, windows,
insulation, and heating and cooling systems, is the single most cost-effective way
to reduce GHG emissions. Saving energy from homes is not only inexpensive; it
can actually result in a positive cash flow for homeowners. The icing on the cake
is that by investing in home energy efficiency we would produce thousands of

local green jobs for contractors and builders that have been devastated as the
housing market has tanked.

Bottom line: we could put money in people’s pockets, stimulate our
economy, create new green jobs, reduce our dependence on foreign oil and help

e



save the planet. So what stands in the way? The lack of an accessible and low-
cost financing option that makes sense for homeowners. This remains the principle
barrier to plucking the lowest of the low hanging fruit.

Fortunately, the broad parameters of a solution are coming into focus—a
combination of energy audits that help owners identify cost-effective efficiency
measures; low cost financing; and the unique ability of local governments to tie
repayments of the loan to the property through the property tax bill.

Here is how it would work. Suzie and Harry Homeowner receive a $5,000
loan from the proposed Montgomery County Home Retrofit Revolving Fund to
pay for an energy audit and the recommended efficiency improvements. The
Homeowner family would repay the loan through a line item on their property tax
bill. The advantage of this approach is that the Homeowners would only have to
tepay the loan while they owned the house. The new owner would continue to

repay the loan through the property tax bill — and enjoy the lower energy costs —
after they acquire the property.

Local governments’ ability to tie home energy retrofit loans to the property
is a game changer because a key barrier to investments in energy efficiency is the
homeowners’ uncertainty about whether they will be in the house long enough to
realize the benefits of their investment. Regardless of how long.the homeowner

stays in a property, the homeowner need only weigh the reduction in her utility
bills against the monthly cost of the loan.

Using this approach, a homeowner is likely to make a larger investment
sooner, resulting in greater savings and a more marketable home to sell. Today,
with current financing options, homeowners often opt for measures with a two to
three year payback. Under this model, measures with seven year paybacks can be
financed under terms that are attractive and more then pay for themselves.

The County estimates that a $5,000 package of home retrofit measures under
this program will reduce the family’s energy consumption and carbon emissions by
20% a year and put a net $230 a year back into their stressed family budget.

This same model will encourage investment in solar technology. The front-
end cost of solar and the timeframe to realize “payback” often acts as a deterrent to
purchasing home solar systems. Low-cost financing, solar tax credits, and a
repayment plan that is linked to the property make investment in solar energy
much more affordable. The combination of robust energy efficiency measures and



solar energy production could easily reduce GHG emissions from our residential
building sector by half.

The role of local government is critical to breaking financial the barriers to
home energy retrofits. We want a significant percentage of homeowners to invest
$5,000 to improve the energy efficiency of their homes. In order to achieve these
goals, we need a robust source of funds. Local governments in this economy are
already at the breaking point. We need the assistance of the federal government to
make this model work nationwide and to provide the zero interest financing that
only the federal government is in a position to provide.

The economic recovery legislation that is being developed by President-elect
Obama and Congress should include federal funding to capitalize Local
Government Home Retrofit Revolving Funds across the country. Certainly if we
can provide trillions for Wall Street with unknown results, we can provide billions
for a secure revolving fund that will put people back to work in communities
across the country, revitalize our economy, and preserve our planet.

Roger Berliner, an energy lawyer, is Vice President and Lead Member for Energy &
Environment on the Montgomery County, Maryland County Council. Ken Brown is a partner at
The Ferguson Group and the Executive Director of Climate Communities, a national coalition of

cities and counties working to ensure that federal policies empower local climate action.
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% EPS. CHRIS Van Hollen (D-Md.) and
e Zach Wamp (R-Tenn.) have sent a Jetter

i W to Presidentelect Barack Obama out-
lining two promising ideas for inclusion in the
stimulus package that would help get renew-
able energy companies off life support and en-
courage homeowners to make their dwellings
more energy-efficient. Both ideas are worthy —
Bitt ‘both also point, once again, to the i impor-
tance of Congress doing something to raise the
cost of using oil, gas and coal, either through a
carbon tax or a cap-and-trade system.

;: The Home Energy Savings Revolving Fund
would provide zero-interest loans to help home-
owners pay for energy-efficient lighting, win-
dows, doors, insulation and other improve-
.ments. The money would be provided by local
governments, which would tie repayments to
thie homeowner’s property tax bill. Annual pay-
ments on the loans would be lower than the re-
' sultmg reduction in a home’s energy costs, pro-
viding an incentive to participate. Unpaid loan
balances would convey with the property, so
that even a. homeowner who expected to move
within a couple of years could feel free to invest
in - longterm improvements. The measure
could create jobs in the hard-hit housing and
construction industries without adding new
homes to a glutted market. '

E Renefwabie }dea

"Two green stmlulus proposals underscore
the need to put a hlgher price on carbon.

The National Clean Energy Lendm<r Author-
ity, or “green bank,” would offer loan guaran-
tees to renewable energy projects that have al-
ready attracted private capital but are en- .
dangered because of the credit crisis and the
drop in oil prices. For instance, Mr. Van Hollen
showed u1s a list of 53 wind energy projects that
have been sidelined for a lack of financing. He
said that every public dollar could be leveraged‘ _
into $10 in private capital. If successful, many
of those wind, solar, geothermal and ‘cellulosic-

ethanol projects sitting on drawing' boards
counld come to fruition. . :

Both of these ideas bave merit, but they have ,
somethmg else in commion: They’re needed, in

part, because. plumrnetmt> g ol prices have re- -

duced the incentive to invest in conservation
and alternative energy. Rather than pick and
choose techndlogies or individual projects to
back, as would the green bank, Congress could

pass legislation that would guarantee a gradual

increase in the price of greenhouse-gas—emt—
ting fuels. Bustness would get the price signal it
needs to invest in clean energy technologies;
conisumers would change their behavior to
make those new businesses viable. And the fed-
eral government could get out of the business

of picking: winners and losers in renewable
energy.
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curtailment of some loads (e.g., water heaters or air conditioners). The displays can also
complement other programs seeking to reduce consumer energy consumption such as
weatherization and CFL give-away programs, allowing residents to see the immediate cost
savings resulting from energy efficiency improvements.

The County should establish a goal that 10% of County homeowners receive an in-home energy
meter by the end of 2010, rising to 50% by 2020 unless superseded by utility supplied

programs.

Implementation Steps

= Incorporate information on in-home energy displays into County energy and sustainability
educational programs.

= Continue to advocate for utility programs that provide in-home energy displays as part of

direct load control and advanced metering programs. Collaborate with utilities in marketing
benefits and attributes of the programs.

= Collaborate with electricity and natural gas utilities to develop a pilot to buy-down the initial
cost of commercially available in-home energy displays for customers.

= Provide financial incentives, in the absence of utility based programs, to reduce the cost of
an in-home energy display by adding the home energy display as a qualifying energy-
efficiency device under the County’s Energy Conservation Property tax credit.

EER-4 Recommendation: Develop a low cost Joan program to facilitate residential energy
efficiency improvements.

The technologies needed to make long-term reductions in home energy consumption exist
today. While each home’s needs are different, a combination of insulation; heating, ventilating,
and air conditioning; and lighting properly applied can result in substantial reductions in energy
consumption, increase the value of a home, and save money. Implementing energy efficiency
improvements can also create green job opportunities and markets for products and services.

Residents are increasingly aware of the need to improve the energy performance of their
homes. Two key barriers to undertaking improvements are identifying the actions that will result
in real and sustained energy savings, and paying for those actions.

The first barrier — identifying cost-effective energy efficiency improvements — can be addressed
by a high-quality energy audit delivered by a trained professional. To help alleviate this issue,
the Maryland Energy Administration has sponsored Maryland Home Performance (MDHP), a
program that trains and certifies contractors to perform energy audits and in many cases install
whole house energy improvements. Certified auditors recommend energy efficiency
improvements based on their effectiveness. Where owners adopt recommendations, a follow-
up visit verifies the effectiveness of the improvement after it is installed. PEPCO's recently
approved programs for energy efficiency and demand side management programs include
incentives for MDHP energy audits.
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The second barrier, paying for the improvements, must be addressed in order for large numbers
of County homeowners to undertake improvements to their homes. Based on audits conducted
in 2008, the average MDHP audit identifies opportunities that can reduce household energy
consumption, energy costs and emissions by 20%, at an implementation cost of approximately
$5,000, resulting in a payback period of approximately seven years. However, the initial cost is
more than the average homeowner can afford, even after applying utility rebates and property
tax credits offered by the County. While installer financing is available o homes with high credit
ratings, the terms may not be favorable. In addition, the loan is tied to the individual and must
be repaid even if the individual moves or sells the house, while the benefits of the energy
savings are reaped by the home's next owner.

A solution to this key barrier is for the County to develop a loan program to facilitate financing of
effective energy efficiency improvements. The County would facilitate collection of loan
repayments via the property tax collection process, a program design that has been

implemented or is under development in Berkeley, California, Annapolis, Maryland, and Palm
Desert, California. ’

The framework for this program consists of the following steps:
= An audit by a MDHP certified auditor, or equivalent audit, would be required in order to

be eligible for financing. This ensures that cost-effective improvements are identified.

A MDHP certified auditor, who is also a licensed contractor in Maryland, would then

perform the work as a contractor or verify the installation by a homeowner or other

contractor. '

Consumers can opt for a low-cost long-term loan through a County supported program,

confident that monthly energy savings will be greater than the cost of financing, ensuring
positive cash flow for the current and future owners of the home.

Repayment of the loan balance would be collected annually through the County's
property tax bill, giving lenders a greater reassurance of repayment and lessened
administrative costs.

If the homeowner sold the home before the financing was paid in full, the loan balance

along with the benefits of the energy-efficiency improvements would transfer to the new
owner.

The essential uncertainty that needs to be evaluated is how the financing will be funded and
administered. There are three potential options:

Option 1 — Advocate for a federally-sponsored loan program. Under this option the
County would advocate for federal funding from economic stimulus or other legislation to
establish loan programs with the agreement that the County would administer repayment
through the property tax collection process. However, funding is not guaranteed.

Option 2 - Issue a taxable bond to fund loans administered by the County. This allows

the County to secure favorable interest rates for a revolving loan. The County would
collect funds to repay the bond through the property tax collection process. However,
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this implementation mechanism is subject to the County’s debt ceiling and risk may be
incurred from consumer defaults on loan balances.

Option 3 — Partner with a non-profit or pool of certified lenders to offer financing. Under
this option, the County would secure collection of loan repayment via the property tax
collection process but financing would be provided by private sector lenders. Under this
option the interest rate is uncertain, but would likely be reduced below market due to the
County’s administering of repayment.

It is recommended that the County immediately begin developing a framework for a residential
energy-efficiency loan program based on the most favorable model that can be developed in
order to achieve implementation at the earliest possible date.

{mplementation Steps

Advocate for federal funding of a residential revolving loan program.

Direct the Departments of Finance and Environmental Protection to immediately create a
plan for a revolving loan program for residential energy-efficiency improvements in order
to achieve implementation at the earliest possible date.

= |dentify and develop sources of below market rate financing.

Establish quality criteria for energy audits, equivalent to those delivered by Maryland
Home Performance trained auditors.

Identify a process to collect loan repayment through the Montgomery County
Department of Finance.

Develop an outreach and marketing campaign, in partnership with utiiities and
community organizations, to build consumer awareness of the benefits of energy-
efficiency and availability of the loan program.

Evaluate options for expanding the program to renewable energy technologies and the
commercial and mulii-family sectors.

Recommendation EER-5: Create an effective residential energy education and outreach
program with the goal that 50% of Montgomery County homeowners will take steps to reduce
the annual consumption of energy in their homes by at least 25% by 2020.

Public education is critically important to achieving the County’s goal of reducing GHG
emissions by 20% by 2020. In the residential energy sector, much of this reduction will be as a
result of voluntary actions by homeowners. Fortunately, there are ample opportunities to
achieve substantial reductions in energy use in existing single family homes.

Significant amounts of energy can be saved in the average home through sealing and insulating
the building envelope, upgrading HVAC equipment, and replacing old appliances with ENERGY
STAR models. For example, the U.S. EPA estimates that homeowners can reduce heating and
cooling costs by 20% by air sealing their homes and adding insulation in attics, floors over crawl
spaces, and accessible basement rim joists (www.energystar.gov). ENERGY STAR appliances
can cut energy costs by as much as 50%.
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HOUSE BILL 1567
L6, M3, C5 91r3103

By: Delegate Hecht

Rules suspended

Introduced and read first time: March 16, 2009
Assigned to: Rules and Executive Nominations

A BILL ENTITLED

AN ACT concerning
Clean Energy Loan Programs

FOR the purpose of authorizing certain political subdivisions to enact an ordinance or
a resolution establishing a Clean Energy Loan Program for a certain purpose;
requiring the Program to require a property owner to repay a certain loan
through a surcharge on the owner’s property tax bill; providing that a person
who acquires property subject to a certain surcharge assumes the obligation to
pay the surcharge; providing that a certain surcharge constitutes a lien on
certain property; requiring a certain local law to provide for certain eligibility
requirements for participation in the Program and certain loan terms and
conditions; authorizing a political subdivision to issue bonds for a certain
purpose; establishing procedures for the issuance of certain bonds; authorizing a
certain political subdivision to make certain specifications when issuing certain
bonds; stating the intent of the General Assembly; requiring certain bonds to be
subject to certain requirements and limitations under certain circumstances;
requiring that a certain county may not issue certain bonds unless the amount
of the bonds is first authorized by the General Assembly; providing for the
terms and conditions of certain bonds; providing for a certain exemption from
certain taxes under certain circumstances; providing that a finding by a political
subdivision for certain purposes is conclusive as to certain matters under
certain circumstances; defining certain terms; and generally relating to the
Clean Energy Loan Programs.

BY adding to
Article 24 - Political Subdivisions — Miscellaneous Provisions
Section 9-1501 through 9-1507 to be under the new subtitle “Subtitle 15. Clean
Energy Loan Programs”
Annotated Code of Maryland
(2005 Replacement Volume and 2008 Supplement)

EXPLANATION: CAPITALS INDICATE MATTER ADDED TO EXISTING LAW.

{Brackets] indicate matter deleted from existing law
[ BNAREAN s
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SECTION 1. BE IT ENACTED BY THE GENERAL ASSEMBLY OF
MARYLAND, That the Laws of Maryland read as follows:

Article 24 - Political Subdivisions - Miscellaneous Provisions
SUBTITLE 15. CLEAN ENERGY LOAN PROGRAMS.

9-1501.

(A) IN THIS SUBTITLE THE FOLLOWING WORDS HAVE THE MEANINGS
INDICATED.

(B) “BOND” MEANS A BOND, NOTE, OR OTHER SIMILAR INSTRUMENT
THAT A POLITICAL SUBDIVISION ISSUES UNDER THIS SUBTITLE.

(C) “CHIEF EXECUTIVE” MEANS THE PRESIDENT, CHAIR, MAYOR,
COUNTY EXECUTIVE, OR ANY OTHER CHIEF EXECUTIVE OFFICER OF A
POLITICAL SUBDIVISION.

(D) “POLITICAL SUBDIVISION” MEANS A COUNTY OR MUNICIPAL
CORPORATION.

(E) “PROGRAM” MEANS A CLEAN ENERGY LOAN PROGRAM.

9-1502.

(A) A POLITICAL SUBDIVISION MAY ENACT AN ORDINANCE OR A
RESOLUTION ESTABLISHING A CLEAN ENERGY L.LOAN PROGRAM.

(B) THE PURPOSE OF THE PROGRAM IS TO PROVIDE LOANS TO
RESIDENTIAL PROPERTY OWNERS FOR THE FINANCING OF ENERGY EFFICIENCY
AND RENEWABLE ENERGY PROJECTS.

(C) THE PROGRAM SHALL REQUIRE A PROPERTY OWNER TO REPAY A
LOAN PROVIDED UNDER THE PROGRAM THROUGH A SURCHARGE ON THE
OWNER’S PROPERTY TAX BILL.

(D) A PERSON WHO ACQUIRES PROPERTY SUBJECT TO A SURCHARGE
UNDER THIS SECTION, WHETHER BY PURCHASE OR OTHER MEANS, ASSUMES
THE OBLIGATION TO PAY THE SURCHARGE.

(E) A SURCHARGE UNDER THIS SECTION, INCLUDING ANY INTEREST
AND PENALTIES, CONSTITUTES A LIEN AGAINST THE PROPERTY.
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(F) AN ORDINANCE OR RESOLUTION ENACTED UNDER SUBSECTION (A)
OF THIS SECTION SHALL PROVIDE FOR:

(1) ELIGIBILITY REQUIREMENTS FOR PARTICIPATION IN THE
PROGRAM, INCLUDING ELIGIBILITY REQUIREMENTS FOR:

() ENERGY EFFICIENCY IMPROVEMENTS AND RENEWABLE
ENERGY DEVICES; AND

(Im) PROPERTY AND PROPERTY OWNERS; AND
(2) LOAN TERMS AND CONDITIONS.

9-1503.

(A) A POLITICAL SUBDIVISION MAY ISSUE BONDS FOR THE PURPOSE OF
FINANCING LOANS MADE THROUGH THE PROGRAM.

(B) TO ISSUE A BOND, A POLITICAL SUBDIVISION SHALL ADOPT AN

ORDINANCE OR A RESOLUTION THAT SPECIFIES THE MAXIMUM PRINCIPAL
AMOUNT OF THE BOND.

(C) AS THE POLITICAL SUBDIVISION CONSIDERS APPROPRIATE TO
EFFECT THE PROGRAM, THE ORDINANCE OR RESOLUTION MAY:

(1) SPECIFY THE ITEMS LISTED IN SUBSECTION (D) OF THIS
SECTION;

(2) AUTHORIZE THE FINANCE BOARD OF THE POLITICAL
SUBDIVISION TO SPECIFY THOSE ITEMS BY RESOLUTION OR ORDINANCE; OR

(3) AUTHORIZE THE CHIEF EXECUTIVE OF THE POLITICAL
SUBDIVISION TO SPECIFY THOSE ITEMS BY EXECUTIVE ORDER.

(D) FOR EACH ISSUANCE OF A BOND, THE POLITICAL SUBDIVISION MAY
SPECIFY:

(1) THE PRINCIPAL AMOUNT;

(2) THE INTEREST RATE OR, FOR FLOATING OR VARIABLE RATES
OF INTEREST, THE METHOD TO DETERMINE THE INTEREST RATE;

(3) THE MANNER AND TERMS OF SALE, INCLUDING WHETHER BY
COMPETITIVE OR NEGOTIATED SALE;
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4 HOUSE BILL 1567

(4) THE TIME OF EXECUTION, ISSUANCE, AND DELIVERY;
(6) THE FORM AND DENOMINATION;

(6) THE SOURCE, MANNER, TIMES, AND PLACES TO PAY
PRINCIPAL OR INTEREST;

(7) CONDITIONS FOR REDEMPTION BEFORE MATURITY;
(8) THE PURPOSES FOR WHICH PROCEEDS MAY BE SPENT;
(99 THE SOURCE OF SECURITY; AND

(10) OTHER PROVISIONS THAT THE GOVERNING BODY OF THE
POLITICAL SUBDIVISION DETERMINES ARE NECESSARY OR DESIRABLE TO
EFFECT THE PROGRAM.

9-1504.

(A) THE GENERAL ASSEMBLY INTENDS THAT GENERAL OBLIGATION
DEBT MAY BE INCURRED BY ISSUING BONDS IF THE PURPOSES FOR THE DEBT
INCLUDE THE PURPOSES FOR ISSUING BONDS UNDER THIS SUBTITLE.

(B) SUBJECT TO SUBSECTIONS (C) AND (D) OF THIS SECTION, A
POLITICAL SUBDIVISION MAY ISSUE BONDS TO FINANCE LOANS MADE UNDER
THE PROGRAM IN ACCORDANCE WITH THE PROCEDURES OF THE POLITICAL
SUBDIVISION FOR AUTHORIZATION TO SELL AND ISSUE BONDS.

(C) A BOND ISSUED IN ACCORDANCE WITH AN ORDINANCE OR A
RESOLUTION THAT PLEDGES THE FULL FAITH AND CREDIT OF A POLITICAL
SUBDIVISION IS SUBJECT TO:

(1) ANY APPLICABLE REQUIREMENTS OF THE MARYLAND
CONSTITUTION AND THE POLITICAL SUBDIVISION’S CHARTER AND LAWS ON
REFERENDUM FOR THE ISSUANCE OF GENERAL OBLIGATION DEBT; AND

(2) EACH LIMITATION IMPOSED BY PUBLIC GENERAL LAW,
PUBLIC LOCAL LAW, OR CHARTER ON GENERAL OBLIGATION DEBT OF THE
POLITICAL SUBDIVISION.

(D) (1) THIS SUBSECTION DOES NOT APPLY TO A COUNTY THAT IS
SUBJECT TO ARTICLE 25A OR ARTICLE 25B OF THE CODE.
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(2) A COUNTY MAY NOT ISSUE BONDS THAT ARE SECURED BY THE
FULL FAITH AND CREDIT OF THE COUNTY UNLESS THE AMOUNT OF BONDS TO
BE ISSUED BY THE COUNTY UNDER THIS SUBTITLE IS FIRST AUTHORIZED BY
THE GENERAL ASSEMBLY.

9-1505.
(A) ABOND:
(1) MAY BE IN BEARER FORM;

(2) MAY BE REGISTRABLE AS TO PRINCIPAL ALONE OR AS TO
BOTH PRINCIPAL AND INTEREST; AND

(3) IS A “SECURITY” UNDER § 8-102 OF THE COMMERCIAL LAW
ARTICLE, WHETHER OR NOT THE BOND IS ONE OF A CLASS OR SERIES OR IS
DIVISIBLE INTO A CLASS OR SERIES OF INSTRUMENTS.

(B) (1) A BOND SHALL BE SIGNED MANUALLY OR IN FACSIMILE BY
THE CHIEF EXECUTIVE OF THE POLITICAL SUBDIVISION.

(2) AN OFFICER’S SIGNATURE OR FACSIMILE SIGNATURE ON A
BOND REMAINS VALID EVEN IF THE OFFICER LEAVES OFFICE BEFORE THE BOND
IS DELIVERED.

(3) THE SEAL OF THE POLITICAL SUBDIVISION SHALL BE AFFIXED
TO THE BOND AND ATTESTED BY THE CLERK OR OTHER SIMILAR
ADMINISTRATIVE OFFICER OF THE POLITICAL SUBDIVISION.

() (1) A BOND SHALL MATURE NOT LATER THAN 40 YEARS AFTER
THE DATE OF ISSUE.

(2) BONDS MAY BE ISSUED AS SERIAL BONDS OR TERM BONDS
WITH PROVISIONS FOR A MANDATORY SINKING FUND OR OTHER ANNUAL
PRINCIPAL REDEMPTION BEGINNING NOT LATER THAN 3 YEARS AFTER THE
DATE OF ISSUE.

(D) (1) A BOND SHALL BE SOLD IN THE MANNER, AT PUBLIC OR
PRIVATE (NEGOTIATED) SALE, AND ON THE TERMS AT, ABOVE, OR BELOW PAR,
AS THE POLITICAL SUBDIVISION CONSIDERS BEST.

(2) A BOND IS NOT SUBJECT TO ARTICLE 31, §§ 9, 10, AND 11 OF
THE CODE.
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9-1506.

(A) A BOND, THE TRANSFER OF A BOND, THE INTEREST PAYABLE ON A
BOND, THE INCOME DERIVED FROM A BOND, AND THE PROFIT REALIZED ON
SALE OR EXCHANGE OF A BOND ARE EXEMPT FROM STATE AND LOCAL TAXES.

(B) A POLITICAL SUBDIVISION MAY ISSUE BONDS UNDER THIS
SUBTITLE WITHOUT REGARD TO THEIR FEDERAL TAX STATUS.

9-1507.

FOR PURPOSES OF AN ACTION INVOLVING THE VALIDITY OR
ENFORCEABILITY OF A BOND OR SECURITY FOR A BOND, A FINDING BY A
POLITICAL SUBDIVISION IS CONCLUSIVE AS TO:

(1) THE PUBLIC PURPOSE OF AN ACTION TAKEN UNDER THIS
SUBTITLE; AND

(2) ANY OTHER MATTER RELATING TO THE ISSUANCE OF A BOND.

SECTION 2. AND BE IT FURTHER ENACTED, That this Act shall take effect
October 1, 2009.
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Berkeley FIRST
Financing Initiative for Renewable and Solar Technology

Berkeley FIRST is a solar financing program operating in the City of
Berkeley. It provides property owners an opportunity to borrow money from
the City’s Sustainable Energy Financing District to install solar photovoltaic
electric systems and allow the cost to be repaid over 20 years through an
annual special tax on their property tax bill. The tax will only be paid by .
Berkeley property owners who voluntarily participate in the Berkeley FIRST
program.

Berkeley FIRST is intended to solve many of the financial hurdies facing property owners who want to
install solar systems. To calculate the cost benefit of the Berkeley FIRST program for your household
energy needs please see the UC Berkeley RAEL calculator on the UC Berkeley website. The
advantages of the Berkeley FIRST program are:

There is relatively little up-front cost to the property owner.

The cost for the solar system is paid for through a special tax on the property, and is spread
over 20 years.

The financing costs are comparable to a traditional equity line or mortgage.

« Since the solar system stays with the property, so does the tax obligation—if the property is
transferred or sold, the new owners will pay the remaining tax obligation.

Pilot Program

The FIRST program is currently in its pilot phase and the application period is now closed. Thirty-
eight solar installation projects, distributed throughout Berkeley, have funding committed by the City
of Berkeley. Renewable Funding LLC. the third party administrator for the Berkeley FIRST
program, conducted the application process. During this pilot phase the City will evaluate the
program and determine whether another round of funding can be made available.

In the meantime, we encourage the installation of solar photovoltaic and solar thermal systems
through the available rebates from the California Solar Initiative (CSI- www.gosolarcalifornia.ca.gov)
and the Federal Energy Tax Credits (www.irs.gov). For assistance with understanding solar and how
it might work for you, call Community Energy Services Corporation, a nonprofit organization

partnering with the City for technical advising services. Community Energy Services Corporation can
be reached at 510-981-7750.

~ 'The Berkeley FIRST program has attracted international and national
attention because it dramatically reduces the upfront costs of installing
solar photovoltaic systems for residential and commercial property
owners without using City funds. All upfront capital costs and most
administrative costs for the program are funded with private financing. As
of March 2009, two projects have been financed through the Berkeley
FIRST program. Current participants have until September 2009 to
request funds for completed solar instaliations.

1st financed installation -Courtesy Sungevity Corp.

Berkeley FIRST Program Frequently Asked Questions

http://www.ci.berkeley.ca.us/ContentPrint.aspx71d=26580 3/24/2009



Xecutive summary

Consensus is growing among scientists, policy makers and business leaders that concerted
action will be needed to address rising greenhouse gas (GHG) emissions. The discussion is
now turning to the practical challenges of where and how emissions reductions can best be
achieved, at what costs, and over what periods of time.

Starting in early 2007, a research team from McKinsey & Company worked with leading
companies, industry experts, academics, and environmental NGOs to develop a detailed,
consistent fact base estimating costs and potentials of different options to reduce or prevent
GHG emissions within the United States over a 25-year period. The team analyzed more than
250 options, encompassing efficiency gains, shifts to lower-carbon energy sources, and
expanded carbon sinks.

THE CENTRAL CONCLUSION OF THIS PROJECT

The United States could reduce greenhouse gas emissions in 2030 by 3.0to 4.5 gigatons of CO»e
using tested approaches and high-potential emerging technologies.! These reductions would
involve pursuing a wide array of abatement options available at marginal costs less than $50 per
ton, with the average net cost to the economy being far lower if the nation can capture sizable
gains from energy efficiency. Achieving these reductions at the Jowest cost to the economy,
however, will require strong, coordinated, economy-wide action that begins in the near future.

Although our research suggests the net cost of achieving these levels of GHG abatement could
be quite low on a societal basis, issues of timing and allocation would likely lead various
stakeholders to perceive the costs very differently — particularly during the transition to a lower
carbon economy. Costs will tend to concentrate more in some sectors than others, and involve
“real” up-front outlays that would be offset by “avoided” future outlays. Given the timing of
investments relative to savings, the economy might well encounter periods of significant visible
costs, with the costs and benefits shared unequally among stakeholders. Nonetheless, a

1 COe, or "carbon dioxide equivalent,” is a standardized measure of GHG emissions designed to account for the differing global
warming potentials of GHGs. Emissions are measured in metric tons CO,e per year, i.e., millions of tons (megatons) or billions
of tons (gigatons). All emissions values in this report are peryear CO,e amounts, unless specifically noted otherwise. To be
consistent with U.S. government forecasts, the team used the 100-year global warming potentials listed in the Intergovernmental
Panel on Climate Change’s Second Assessment Report (1995).




concerted, nationwide effort to reduce GHG emissions would almost certainly stimulate
economic forces and create business opportunities that we cannot foresee today and that may
accelerate the rate of abatement the nation can achieve, thereby reducing the overall cost.

We hope that the fact base provided in this report will help policymakers, business leaders,
academics and other interested parties make better informed decisions and develop
economically sensible strategies to address the nation’s rising GHG emissions.

RIGING EMISSIONS POSE AN INCREASING CHALLENGE

Annual GHG emissions in the U.S. are projected to rise from 7.2 gigatons COxe in 2005 to 9.7
gigatons in 2030 - an increase of 35 percent -~ according to an analysis of U.S. government
reference forecasts.? The main drivers of projected emissions growth are:

9 Continued expansion of the U.S. economy

9 Rapid growth in the buildings-and-appliances and transportation sectors, driven by a
population increase of 70 million and rising personal cansumption

9 Increased use of carbon-based power in the electric-power generation portfolio,
driven by projected construction of new coal-fired power plants without carbon
capture and storage (CCS) technology.

Growth in emissions would be accompanied by a gradual decrease in the absorption of carbon
by U.S. forests and agricultural lands. After rising for 50 years, carbon absorption is forecast
to decline from 1.1 gigatons in 2005 to 1.0 gigatons in 2030.

On this path - with emissions rising and carbon absorption starting to decline - U.S.
emissions in 2030 would exceed GHG reduction targets contained in economy-wide climate-
change bills currently before Congress by 3.5 to 5.2 gigatons.3

2 The research team used the "reference" scenario in the U.S. Energy Information Administration's Annual Energy Cutiook 2007
report as the foundation of its emissions reference case for emissions through 2030, supplementing that with data from
Environmental Protection Agency and Department of Agricutture sources: Ifnventory of U.S. Greenhouse Gas Emissions and
Sinks: 1990-2005; Global Anthropogenic non-CO, Greenhouse Gas Emissions: 1990-2020; Global Mitigation of non-CO,
Greenhouse Gases; and Forest Service RMRS-GTR-59 (2000). Our analyses excluded HCFCs, which are being retired under the
Montreal Protocol.

3 The research team defined an illustrative range of GHG reduction tasgets relative to the emissions reference case using a
sampling of legislation that had been introduced in Congress at the time this report was written. The team focused on bills that
address global warming and/or climate change on an economy-wide basis and contain quantifiable reduction targets. Use of
these possible targets as reference points should not be construed as an endorsement of those targets nor the policy
approaches contained in any particular legistative initiative.




SIGNIFICANT POTENTIAL TO REDUCE U.S, EMISSIONS

We analyzed resource costs and abatement potentials for more than 250 opportunities to reduce
or prevent GHG emissions# We projected a range of three outcomes for each option and, for
analytical purposes, integrated the values into three abatement supply curves. The supply curves
are not optimized scenarios, rather they represent different approximations of national
commitment (e.g., degree of incentives, investments, regulatory reforms, and urgency for action)
and different rates for innovation, learning, and adoption of various technologies. We have called
the three curves “cases”: the low-range case involves incremental departures from current (i.e.,
reference case) practices; the mid-range case involves concerted action across the economy; and
the high-range case involves urgent national mobilization. In this way, the cases illustrate an
envelope of abatement potential for the United States by 2030 (Exhibit A).5
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U.S. GREENHOUSE GAS ABATEMENT POTENTIALS - 2030
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* Based on bills introduced in Congress that address climate change and/or GHG emissions on an economy-wide basis

and have quantifiable targets; targets calculated off the 2030 U.S. GHG emissions of 9.7 gigatons CO,elyear (reference case)
Source: McKinsey analysis

4 The cost of an abatement option reflects its resource (or techno-engineering) costs - i.e., capital, operating, and maintenance
costs - offset by any energy savings associated with abating 1 ton of CO,e per year using this option, with the costs/savings
levelized over the lifetime of the option using a 7-percent real discount rate. We excluded transaction costs,
communication/information costs, taxes, tariffs, and/or subsidies. We atso have not assumed a "price for carbon” (e.g., a
carbon cap or tax) that might emerge as a result of legislation, nor any impact on the economy of such a carbon price. Hence,
the per-ton abatement cost does not necessarily reflect the total cost of implementing that option.

5 Only the high-range case reaches the target levels of GHG abatement (3.5 to 5.2 gigatons in 2030) suggested by our sampling
of proposed federal legislation that addresses climate change on an economy-wide basis. For this reason, we focus most of our
abatement analysis on the upper part of the envelope, from 3.0 gigatons (mid-range case) to 4.5 gigatons (high-range case).




Relying on tested approaches and high-potential emerging technologies, the U.S. could reduce
annual GHG emissions by as much as 3.0 gigatons in the mid-range case to 4.5 gigatons in
the high-range case by 2030. These reductions from reference case projections would bring
U.S. emissions down 7 to 28 percent below 2005 levels, and could be made at a marginal cost
less than $50 per ton,® while maintaining comparable levels of consumer utility.”

We made no assumptions about specific policy approaches that might be taken - e.g., a
carbon cap or tax, mandates, or incentives - nor responses in consumer demand that might
result. Nonetheless, unlocking the full abatement potential portrayed in our mid- and high-
range curves would require strong stimuli and policy interventions of some sort. Without a
forceful and coordinated set of actions, it is unlikely that even the most economically
beneficial options would materialize at the magnitudes and costs estimated here.

Our analysis also found that:

9 Abatement opportunities are highly fragmented and widely spread across the
economy (Exhibit B). The largest option (CCS for a coalfired power plant) offers less
than 11 percent of total abatement potential. The largest sector (power generation)
only accounts for approximately one-third of total potential.

q Almost 40 percent of abatement could be achieved at “negative” marginal costs,
meaning that investing in these options would generate positive economic returns
over their lifecycle. The cumulative savings created by these negative-cost options
could substantially offset (on a societal basis) the additional spending required for the
options with positive marginal costs. Unlocking the negative cost options would
require overcoming persistent barriers to market efficiency, such as mismatches
between who pays the cost of an option and who gains the bhenefit (e.g., the
homebuilder versus homeowner), lack of information about the impact of individual
decisions, and consumer desire for rapid payback (typically 2 to 3 years) when
incremental up-front investment is required.

9 Abatement potentials, costs, and mix vary across geographies. Total abatement
available at less than $50 per ton ranges from 330 megatons in the Northeast to
1,130 megatons in the South (mid-range case). These potentials are roughly

6 The team set an analytical boundary at $50 per ton in marginal cost after considering consumer affordability and the
estimated long-term cost for adding carbon capture and storage to an existing coal-fired power plant, a solution that, if
successfully deployed, would likely set an importa