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I.
INTRODUCTION
In accordance with the February 27, 2009 Notice of All-Party Meeting, the Local Government Sustainable Energy Coalition
 (“LGSEC”) submits these comments on synergies between the American Recovery and Reinvestment Act (aka “Federal Stimulus Package”) and investor-owned utility energy efficiency programs.  The LGSEC thanks the California Public Utilities Commission (“CPUC”) for this quick attention to examining how to best integrate various programs and funding sources.  These comments review the various funding streams created by the Stimulus Package.  The comments also identify policy issues raised by the availability of these funds.  Those policy issues include:

· Program effectiveness criteria

· Attribution of energy savings

· Greater coordination between state agencies

· Integration of funds for renewable energy projects and low-income programs
· Reducing barriers to effective implementation

II.
PROGRAMS AVAILABLE TO LOCAL GOVERNMENTS UNDER THE STIMULUS PACKAGE

Below are the key programs through which local governments will be able to directly access funds for energy efficiency programs.  Note that there is still a great deal of work ongoing to understand all the implications of and opportunities afforded by the Stimulus Package, and despite best efforts we may not have captured all of them here.

Energy Efficiency Block Grants 

· Cities with population above 35,000 and counties above 200,000 will apply directly to the U.S. Department of Energy (“U.S. DOE”)

· All others will apply through the California Energy Commission (“CEC”)

Interest-Free Bonds
Local governments 

· Higher limits for Clean Renewable Energy Bonds.  
· Establishes Economic Recovery Zone Bonds -- $15 billion nationwide 


School districts 

· Can issue Qualified Zone Academy Bonds, $1.4 billion nationwide  

· Also have up to $22 billion in interest-free bonding authority for school construction, renovation and repair, and land acquisition.  40% of the $22 billion is split among the 100 largest school districts in the country, including several in California.  Remaining 60% is distributed by states at their discretion.

State Energy Program

The CEC will apply to U.S. DOE for these funds. It is not clear exactly how local governments will participate, but it is possible they could apply directly to the CEC, or apply regionally, for specific projects.

Weatherization Programs

Additional funds will be made available for existing weatherization programs. Some of these programs are implemented by community-based organizations.  

III.
POLICY ISSUES RAISED BY THE STIMULUS PACKAGE

As noted above, in many instances Federal stimulus package funds will go directly to local governments, either from the U.S. Department of Energy or the California Energy Commission (“CEC”).  To meet Stimulus Package criteria, local governments must be able to pool these resources with other available funds, including public goods charge funds.  Local governments have a position of great responsibility with funds received through the Stimulus Package.  This responsibility is not incumbent on the utilities.  

In addition to producing energy savings, these funds must also contribute directly to economic recovery and fighting climate change.  By doing so, local governments will be able increase their contribution to the goals of the CPUC’s Energy Efficiency Strategic Plan.  In order to best leverage federal stimulus funds with public goods charge funds, California will need to adopt simple rules and processes for how public goods charge funds are accounted for so that local governments are not stymied in their efforts to meet their responsibilities under the Stimulus Package.  This is particularly important given that much of the funding must be encumbered by the end of 2010 and will be forfeited if it is not. 

Local government partnerships should receive credit for energy savings achieved through partnership programs.  Any policies the Commission adopts regarding attribution of savings should preserve the opportunity for local governments to voluntarily participate in nascent trading programs under cap and trade policies, as a reward for early action to reduce the impacts of climate change.  State agencies, including the CPUC and CEC must work together to streamline administrative requirements.  Local governments must have the ability to integrate renewable energy projects and low-income programs with energy efficiency programs and projects.

Program effectiveness criteria.  Federal energy block grants will be governed by evaluation criteria that are broader than those used by the CPUC for public goods charge programs. Our understanding is the criteria will include:

· Number of jobs created

· Energy saved

· Renewable energy capacity

· Greenhouse gas reductions

· Funds leveraged

· Sustainability of jobs after stimulus funds end

It is our understanding that U.S. DOE will be establishing protocols and a reporting system to account for spending of Stimulus Package funds which local governments will be required to follow.   Local governments will be designing programs and implementing projects that combine federal stimulus funds with other sources, including public goods charge funds.  The urgency of using the federal funds, combined with the broader goals, speaks to the need for developing a method that will allow the established rules governing PGC-funded energy-saving projects to be followed in a systematic way that does not encumber the Stimulus Package system. [The LGSEC will provide examples of methods for attribution of savings at the All-Party Meeting.] 
Given the very short timeline to access and use the federal stimulus funds – all funds must be encumbered by the end of 2010 – there simply is not time for a lengthy deliberative process.  

Attribution of energy savings.  Local governments will be designing and administering their own programs and implementing projects that combine federal stimulus funds with other sources, including public goods charge funds.  Given the expedited timeframe for using the stimulus funds and the emphasis on using the funds to spur economic recovery, it is likely that there will be many more projects and fewer studies and administrative tasks.  Credit for energy savings that accrue from local government programs that do not involve public goods charges or are not part of a local government partnership should not be attributed to the utilities.  Credit for projects administered under a local government partnership that involve public goods charges should fall to the local government partnerships.  Should the Commission find it necessary to adopt a methodology for attributing or proportioning savings, an equitable solution would be for the partnerships to receive credit for projects in a specific proportion to be determined by each partnership with the amount of public goods charge funds used for a given project.  The partnerships themselves will be most capable of determining how the funding sources affect the savings.  
A related policy issue of which the Commission should be aware is the ongoing discussion among those working on climate change policies about establishing a mechanism for energy efficiency programs to create greenhouse gas (“GHG”) reductions that could potentially participate in a cap and trade program.  The Commission must be careful to not preclude local governments from participating in a market-based system that might be established.  (At this time, the California Air Resources Board is not going to regulate local governments, but it encourages local government participation in carbon reduction activities.)  The Commission must preserve the opportunity for local governments to be credited for their actions as early adopters and leaders, both in terms of energy savings and GHG reductions.

Greater coordination between state agencies.  The CEC will be distributing a great amount of the federal stimulus funds, particularly block grants for smaller cities and counties.  The CEC already has working relationships with local governments through various programs, including the Title 24 building code and low-interest loans.  The CPUC should consider the efficacy of having the CEC administer the local government programs during the next program cycle, when the stimulus funds will be in effect.  It should be noted that the CEC will evaluate projects using the guidance provided by AB 2176, which sets a limit on administrative costs of 5%.

Integration of funds for renewable energy and projects and low-income programs.  Already in California, there are projects underway for installing solar photovoltaics on low-income houses, with funds coming through State Department of Community Services and Development to programs that do home weatherization.  In at least one instance, (Ventura County), the local Community Action Commission is also the third party vendor funded by the investor-owned utilities for energy efficiency programs.  The Commission must ensure that its policies allow easy coordination between renewable and energy efficiency programs.

Similarly, the expansion of low-income weatherization programs is a short-term expansion that should be used as an opportunity to develop local infrastructure.  Local infrastructures are superior where they can be year-round and build strong connections with other local social services and job training programs that serve the same client base.  Therefore, where the local government finds it advantageous, the low-income energy efficiency program funds should be re-localized to community action agencies where they can compliment LIHEAP and other U.S. DOE funded weatherization, rather than provided by regional contractors through a competitive bid process.  

Reducing Barriers to Effective Implementation.  Given that California building codes are the highest standards in the country, and the 2008 Energy Code will go into effect August 1, 2009 with an overall increased stringency of approximately 15%, it would seem that the Commission should revise its Energy Efficiency Strategic Plan for “reach goals.”  Local building officials are facing reduced permit revenues and staffing reductions with the added burden of complex and higher code compliance expected within a shorten time frame.  Given the extraordinary economic conditions and the necessity to move forward as quickly as possible, any new code requirements that create barriers to implementation, add layers to administration or require extensive EM&V should be removed with the support of the Commission. 
V.
CONCLUSION

The LGSEC looks forward to working with the CPUC and other stakeholders to leverage funds from the Federal Stimulus package with public goods charge funds.
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