
8/12/2013

1

Residential RGGI Options for FY14
Workshop 3

August 8, 2013

Program Design Issues

Agenda

� Welcome and Introductions 9:00
– Agenda
– Introductions 
– Objectives

� Recap 9:15
– Workshop 1 – Context and Issues, Building Envelope
– Workshop 2 – Equipment Panel, Stakeholder Feedback

� Program Design Issues 9:30
– Eligibility
– Marketing, Education, Training
– Quality Assurance
BREAK
– Incentives
– Budget Considerations

� Adjourn 12 Noon
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Objectives

� Overall Process Objectives
1. Gather stakeholder input on RGGI allocation for Residential Heat 
2. Get program incentives “on the street” in advance of heating 

season.

� Workshop 3 Objectives
1. Share and gather input on program design considerations
2. Discuss timeline for program roll-out, duration, sustainability
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Recap

� Workshop 1 – July 11
– Context
– Issues
– Building Envelope Report

� Workshop 2 – July 24
– Panel on Heating Systems and Market Issues
– Stakeholder Feedback
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Program Design
Eligibility

Marketing, Training, Education
Quality Assurance

Incentives
Budget Considerations

Eligibility Considerations
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Eligible customer considerations

� Residential Home
– Type

• Single family
• Condos
• 2-4 Units
• 5+ Units

– Owner Occupied v. Rental
– Primary v. Seasonal
– Prior Participants v. New Participants

• HESP
• Replacement Heating Equipment Rebates
• RDI – Air Seal Deal

– 1 incentive per unit, 1 per owner, or unlimited?
7

Eligible measure considerations

� Reduced Heating Demand
– EMT uses “Source”-based calculations of net change to 

BTUs to the maximum extent practical

� Benefit-to-cost ratio

� Save GHG, Save $$$

� Standards of efficiency 
– Good, Better, Best

� Bundling Projects for Deeper Savings

� DIY-Low Price Point Feature
8
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Marketing/Education/Training
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Marketing Needs

� Equipment
– In-store
– Trade Allies
– Media Channels, Website, Social Media

� Envelope
– Trade Allies
– Media Channels, Website, Social Media

� Campaign Schedule
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Education and Training Needs

� Identify workforce gaps and/or training needs

� Are professional certifications or licenses needed?

� Collaborate with Professional Associations, Technical Schools,  
and Community Colleges to provide trainings

� Connect vendor community with training opportunities

11

Quality Assurance Considerations

12
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QA for In-Home Delivery (Envelope)

� Test-in, assessment

� Test-out (as applicable)

� Customer Follow-up (Outbound calls and on-site)

� Reports to EMT
– Data 
– Invoices and Receipts
– Report signed by contractor

� Registered Vendor List Qualifications
– Insurance
– Professional Certification and Licensing as Required
– Code of Conduct
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QA for Installation of Equipment

� Provided to EMT
– Data 
– Invoices
– Completion Form signed by contractor and homeowner

� Registered Vendor List Qualifications
– Insurance
– Professional Certification and Licensing as Required
– Code of Conduct

14
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QA for Retail Channel (Equipment, Materials)

� Customer eligibility met

� SKU numbers matched to qualifying equipment list

15

Incentives

16
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Factors in Setting Incentives

� Prioritize highest B:C

� Equipment v. Envelope

� Retrofit v. Lost Opportunity (e.g., New Construction or Replace 
on Burnout)

� Adjust as needed to:
– Spur action 
– Minimize freeridership
– Promote deeper savings
– Manage budgets
– Smooth market impacts
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Options for Setting Incentives

� Fixed % of incremental cost
� $/tonne of GHG saved
� Tiered incentives

– Ex. 1: Increase for higher benefit-to-cost ratio
• Tier 1 = B:C 1.0 – 3.0 = $300 
• Tier 2 = B:C 3.0 - 4.5 = $600
• Tier 3 = B:C 4.6 and above = $900 

– Ex. 2: Increase for bundled measures
• $100 adder to Tiered incentive

� Stacked incentives (Ex. $300/measure, max 3 per home)
� Performance-based Incentives (using modeling)
� Payback (max or min)
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Some Assumptions

� Avg. home uses:
– 900 gal./year
– #2 distillate (fuel oil)
– 75% efficient boiler

� CO2 Reductions
– 72 kg CO2/MMBtu of avoided #2 Oil
– 1000 kG / Metric Tonne

� Prices
– Per recent heating season prices quoted in Maine (e.g., $3.75/gal 

#2)
– Installed costs of equipment/insulation per Efficiency Maine program 

records for HESP, PACE, Air Sealing Promotion
19

Illustration: Options for Incentives on Natural 
Gas, Condensing Boiler

� Assumptions:  95% AFUE
– Incremental cost = $9,000

� Option 1 -- Fixed % of incremental cost:  
– Assume 10% of incremental cost for “Retrofit” measure
– 0.10 x 9,000 = $900 incentive

� Option 2 -- $/tonne of GHG saved
– Lifetime GHG saved = 98.9 tonnes
– $91/tonne (with no incentive)
– At $10/tonne = $989 incentive

� Option 3 -- Tiered incentives
– Increased for higher benefit-to-cost ratio 

• Ex. - $900 incentive for Tier 3 where B:C = >4.5
– Increased for bundled measures

• Ex. - $900 fixed % incentive + $100 adder if 
bundling air sealing with equipment incentive = $1000
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Illustration: Options for Incentive on Pellet 
Stove for Supplemental Heat

� Assumptions:  85% AFUE (compared to 78%)
– Incremental cost = $600

� Option 1 -- Fixed % of incremental cost:  
– Assume 50% of incremental cost for “Lost Opportunity” measure
– 0.50 x $600 = $300 incentive

� Option 2 -- $/tonne of GHG saved
– Lifetime GHG saved = 4.6 tonnes (increment)
– $130/tonne (with no incentive)
– At $10/tonne = $46 incentive

� Option 3 -- Tiered incentives
– Increased for higher benefit-to-cost ratio 

• Ex. - $600 incentive for Tier 2 where B:C = 3.45
– Increased for bundled measures

• Ex. - $600 fixed % incentive + $100 adder if 
bundling air sealing with equipment incentive = $700
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Illustration: Options for Incentive on Attic 
Insulation
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Assumptions:  Increase to R49 in Attic
Installed Cost = $1,300
Annual Savings = $245

Option 1 -- Fixed % of incremental cost:  
Assume 50% of incremental cost for “Retrofit” measure
0.50 x $1,300 = $650 incentive

Option 2 -- $/tonne of GHG saved
Lifetime GHG saved = 54.8 tonnes
$24/tonne (with no incentive)
At $10/tonne = $550 incentive

Option 3 -- Stacked incentives
Increased for higher benefit-to-cost ratio 

Ex. = $300 incentive for 1 measure
Ex. = Additional $300 if add Basement insulation
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Budget Considerations
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RGGI Budgets, Allocation Possibilities

� $7.3 M for FY 14
– $300,000 set aside for Loan Loss Reserve (LLR)
– $200,000 set aside for training and education
– $500,000 set aside for DIY/Low-Price Point Products

• If $50/home = 10,000 homes
– $X for Building Envelope Incentives
– $Y for Heating Equipment Incentives

� Discussion:
– Big enough to spur market shift?
– Small enough to be sustained for significant period or 1 year?

� FY 15 RGGI Budget estimated $3.8 M
24
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Next Steps

25

� Share strawman concept via email and website by 
Monday, August   12th

� Written comments due by Friday August 16th
� Program Rollout begins mid-September

Comments – Due by August 16, 2013

Please mail written comments to:  
RGGI Funding Comments
c/o Efficiency Maine Trust
151 Capitol St., Suite 1
Augusta, ME 04330
Or by email to: karen.bickerman@efficiencymaine.com
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Notes / Reference

RGGI Statute – Funding Allocation to 
Residential Heating

35-A MRSA 10109(4)(A):

� 35% of the RGGI funds received by the Trust must be used for 
“measures that lower residential heating energy demand and 
reduce greenhouse gas emissions”

� “The measures that lower residential heating demand must be 
fuel-neutral and may include, but are not limited to,
– energy efficiency improvements to residential buildings and 

upgrades to efficient heating systems 
– that will reduce residential energy costs and greenhouse gas 

emissions ….”
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RGGI Statute – Priority of Use

35-A MRSA 10109(4)(A) (continued):

[T]he trust shall fund conservation programs that give priority to 
measures with the highest benefit-to-cost ratio, 

– as long as cost-effective collateral efficiency opportunities are 
not lost, 

and that:

(1) Reliably reduce greenhouse gas production and heating energy 
costs by fossil fuel combustion in the State at the lowest cost 
in funds from the trust fund per unit of emissions; or

(2) Reliably reduce the consumption of electricity in the State at 
the lowest cost in funds from the trust fund per kilowatt-hour 
saved.
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Partial List of Principles / Best Practices

� Free-Ridership
– Free riders are “program participants who would have 

implemented the program measure or practice in the 
absence of the program.”

– Best Practices:
• Avoid very low incentives  (relative to total project 
cost) that attract a very large number of participants

• Avoid giving incentives where the participants net 
benefits are very high

• Monitor closely to see if a transformation (very high 
market saturation efficient models for a particular 
product) has occurred  

• Exit the market when it has been transformed
30
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Cost-Effectiveness is where total benefits 
exceed total costs (B:C > 1.0)
� Total Benefits include: 

a. Reduced GHG emissions from locations in the State;
b. Fossil fuel costs that will not be incurred as a result of the program or project, using estimated savings in oil, gas or other fossil fuel use, at estimated fossil fuel prices; 
c. Other resource benefits, such as the value of reduced water and sewer costs and reduced electrical consumption; and
d. Non-resource benefits, such as reduced operations and maintenance costs, job training opportunities and workforce development, general economic development and environmental benefits, to the extent that such benefits can be accurately and reasonably quantified and attributed to the program or project.
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Cost-Effectiveness (2)
Total Costs include:

a. Measure costs, such as the incremental costs of an energy efficiency 
measure, including installation, over an equivalent baseline 
measurement, in the case of new construction or replacement 
programs. In the case of retrofit programs, measure costs are the 
full costs of the energy efficiency measure, including installation, less 
any salvage value for the replaced measure; and

b. Ongoing customer costs, including costs such as increased operation 
and maintenance costs and lost economic development 
opportunities, to the extent that such costs can be accurately and 
reasonably quantified and attributed to the program or project.

c. Direct program costs, including program design, administration, 
implementation, marketing, evaluation and other reasonably 
identifiable costs associated with the program or project
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