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	Energy Incentive
	
	Frozen Base Subsidy
	Add-on Subsidy
	Rate Reduction Subsidy

	
	
	
	
	

	Description
	
	PHA can obtain private financing for energy conservation measures (ECMs) with payments dependent on actual cost savings.  The AUCL is frozen for the contract period, and the PHA retains resulting savings in utility costs.  The payments to the contractor must be at least 50% of the savings, but the PHA may retain the remainder of the cost savings for the length of the contract.  
	An additional operating subsidy, not to exceed the energy cost savings generated by the implemented energy conservation measures, is applied to making payments for a loan contracted to finance energy conservation improvements.  The PHA keeps 75% of the savings until the rolling base fully adjusts to the new, lower consumption rates (this means the PHA retains 225% of the 1st year’s energy savings, less loan payments).
	A PHA retains 50% of the savings it achieves by proactively reducing the rate it pays for utilities (including water, fuel oil, electricity and gas).

	Legislation
	
	24 CFR 965.305

24 CFR 965.308

24 CFR 990.107(c)(4), (f)(1)

24 CFR 85.36c
	24 CFR 965.305

24 CFR 965.308

24 CFR 990.107(c)(4), (f)(2)

24 CFR 990.110(c)

24 CFR 85.36c
	24 CFR 990.107(b)(2)



	Benefits and Duration
	
	ECMs designed and installed by a single source at no direct cost to the PHA.  

Contract can run up to 12 years.
	ECMs designed and installed by a single source at no direct cost to the PHA.

Contract can run up to 12 years.


	One year at a time, but can last for as many years as PHA incurs expense to maintain or increase savings.  Subject to yearly HUD review.

	Application
	
	1) Large ECM contracts. 

2) Contracts that involve fuel-switching
	Bulk purchases of appliances. 
	See below.

	When to Consider
	
	When total cost of ECMs is $500,000 or more.
	Bulk purchases.

When PHA wants to implement ECMs in-house.


	Whenever PHA proactively (at some cost in time/materials/consulting fees to the PHA) acts to reduce utility rates.

	Special Conditions
	
	Often, payments to ESCO are closer to 80-90% of the cost savings.

Eligibility subject to HUD approval.
	Savings do not have to be measured, they can be calculated.

PHA can use this subsidy to fund in-house ECM work without using an ESCO.

Eligibility subject to HUD approval.
	Eligibility subject to HUD approval.


