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Introduction

Energy upgrades are a key component of climate resilience, energy use reduction, energy affordability, and
the health and safety of occupants. In addition to these benefits, they also carry risks: without safeguards,
they can increase costs, disrupt lives, and lead to residents being displaced from their homes. Through
R2E2's work with program administrators, it is clear that they are grappling with:

1. identifying the unintended risks that energy upgrades may pose to occupants, owners, and
communities,

2. maintaining occupant safety and affordability in the near- and long-term,

3. promoting building owner participation in programs, and

4. providing multiple benefits to communities in the areas surrounding upgraded buildings.

This resource offers guidance on how to approach these issues and includes a select set of strategies to help
anticipate and mitigate risks. Each section explores the practical application of a strategy and identifies key
areas for consideration to support its successful implementation.
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Selected Strategies

Across the country, energy upgrade programs help
lower energy costs, decarbonize buildings, and
improve health and quality of life for building
owners and occupants.

However, the work of these programs may create
unintended risks to building owners, occupants,
and the surrounding community, including high
upfront costs for owners, disruptions to occupants,
long-term energy cost increases, and housing
displacement.

The strategies in this resource will help programs
identify and mitigate these risks through
thoughtful partnerships and program design.c

Selected Strategies:

. Implementing affordability

covenants

. Establishing a tenant habitability

plan

. Implementing a community

accountability plan

. Minimizing pass-through costs
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Resource Overview

This resource is intended to serve as a
briefing book and is divided into four
sections, one for each strategy. Each
section includes an overview of the
strategy and case studies showcasing best
practices for its implementation.

For each strategy, this resource

provides:

1. Definitions

2. Benefits and Challenges

3. Implementation
Considerations

4. Case Studies

Strategy Case Studies

Implementing Philadelphia Housing Development
affordability Corporation Rental Improvement Fund
covenants

Establishing a tenant Los Angeles Tenant Habitability Initiative
habitability plan

Implementing a Union Square Community Benefits
community Agreement — Somerville, MA
accountability plan

Minimizing pass- lllinois Solar for All

through costs Nevada's Energy Assistance Program

Northeast Energy Efficiency Partnerships
(NEEP) Guidebook
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Resource Overview

Risk mitigation strategies are
not mutually exclusive. To
minimize risk effectively,
programs should consider
implementing multiple
strategies that address risk at
different scales.

Strategies to consider implementing together

Implementing Establishing a Implementinga  Minimizing
affordability tenant community pass-through
covenants habitability plan  accountability costs

plan

Implementing
affordability V V V
covenants

Establishing a

tenant V V
habitability plan

Implementing a

community
accountability \/ \/ \/

plan

Minimizing

pass-through V V

costs
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Definitions

Implementing Affordability Covenants

What is an affordability covenant? Why do they exist?

* The cost of operating a property may increase following an

An affordability covenant is a formal energy upgrade, either through higher debt service, higher

agreement to maintain or extend the utility bills due to new equipment, or through higher property
affordability of a property for a set taxes that reflect the property’s higher value. Alternatively,
period of time. This is typically an building owners may simply choose to charge higher rents
agreement between a building owner follgwing an upgrade because the property is now more

and a local public regulatory authority desirable.

but can be arranged between a building « Without an affordability covenant, these increased costs
owner and an energy upgrade program may be passed on to building occupants, who may no

as well. longer be able to afford to stay in the property. Governments

and program administrators implement covenants to protect
their investments and make sure that they continue to benefit
low-income households. It is critical to get the buy-in of
building occupants and to address any concerns they may
have about potentially incurring higher costs after upgrade
work is completed.

Implementer: Local public requlatory authorities,
energy upgrade program administrators,
weatherization program administrators, utilities
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Implementing Affordability Covenants

Affordability covenants typically contain a rent stabilization agreement and/or affordability restrictions.

Rent Stabilization: Affordability Restrictions:
Agreement between an energy upgrade An agreement between an energy upgrade program and a property owner to
program and property owner to restrict restrict rents to a specified affordability level over a set period. These
the rate at which rents can be increased restrictions are typically tied to limited growth rates for fair market rents. In the
over a set period of time. In the example example below, rents are lowered to be affordable at 80% of the Area Median
below, rent increases are limited to no Income (AMI), which is the midpoint of a region's income distribution for each
more than two percent per year for household size, in the initial year, and rents are limited to grow no more than
three years. 2% per year for three years.
Rent Stabilization Example Affordability and Rent Stabilization Example
N
) DY
Rent Rent -
Rent $1,020 $1,040 Rent co1e s
$1,000 (+2%) (+2%) $800 (+2%) (+2%)
2024 2025 2026 2024 2025 2026
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Benefits and Challenges

Implementing Affordability Covenants

Benefits

Affordability covenants ensure ongoing
affordability for building occupants with
clear metrics and can reduce displacement
risk.

These covenants can increase occupants'’
enthusiasm about their landlords’
participation in energy upgrade programs
by preserving long-term affordability and
protecting against higher costs of living.

Challenges

« Requiring building owners to restrict future

cash flow opportunities may reduce their
willingness to participate in the program.

Enforcing affordability compliance requires
administrative capacity. It may be
challenging for an energy upgrade program
to enforce the covenant without a strong
enforcement entity.

Addressing violations may involve a lengthy
reimbursement or legal process, which can
delay relief for tenants.
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Implementation Considerations

Implementing Affordability Covenants

What is the right duration/depth of affordability?

Two critical design components for affordability covenants are the depth of affordability required and the time
period of restrictions.

- Depth of affordability: For rent stabilization restrictions, the depth of affordability is the extent to which rent can
increase over a set period of time. For affordability restrictions, it is the initial affordability level to which rents are
restricted, plus the extent to which rent can increase over time. Affordability levels are typically chosen as a rent
affordable to a household making a certain percentage of the Area Median Income.

« Time period of restriction: The time period of the affordability restriction is the duration of the covenant, after
which building owners may choose to increase rents as they wish.

When designing an energy upgrade program, it is important to consider these two variables, and how the depth and
duration of affordability compare to the depth of public subsidy, which could be inclusive of incentives, provided to pay
for the upfront cost of the energy upgrade and support affordability. The more money offered per unit to pay for
upgrades, the more duration and depth of affordability can be requested. While it is important to maximize the
affordability of the building to its occupants, an affordability covenant that does not pencil out for the building owner
will reduce an owner’s ability to participate in the program.

ZAR2E2
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Implementation Considerations

Implementing Affordability Covenants

Who is accountable for compliance?

Covenants are only as good as their compliance. While non-legally binding covenants are feasible in some cases, they
may not be as effective in protecting tenants. Well-designed covenants will have a compliance structure in place to audit
properties to ensure covenants are followed, create a process for tenants to report non-compliance, and potentially
implement penalties for non-compliance.

Enforcing compliance with a public partner
« Having a public partner allows an energy upgrade program to leverage existing administrative and legal
infrastructure, facilitating easier tracking and enforcement of affordability covenant compliance.

Enforcing compliance without a public partner

«  While it may be more difficult to track and enforce, requiring building owners to sign an affordability requirement
still highlights affordability as a priority of the energy upgrade program and can be used to hold owners publicly
accountable.

« A robust communication infrastructure can help ensure that occupants are able to easily report rent increase
violations to the energy upgrade program.
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Implementation Considerations

Implementing Affordability Covenants

What is the cost and who is covering it? What are possible subsidy sources?
Implementing rent growth and affordability restrictions Some level of subsidy should be considered to increase
comes with a cost. building owner and tenant participation. Programs should
. The cost of implementing rent stabilization is the net consider how the timing and their control over different

present value of the future loss in potential rental funding impacts participation.
Income increases. » Forgivable loans: a payment intended to be repaid
+  The cost of implementing affordability restrictions with or without interest over time. These may be
includes a current reduction in rental income, as forgiven if a building owner meets the loan terms,
well as the net present value of future income which may include an affordability covenant.
losses. « @Grants: a payment not intended to be repaid, but that
While rental income is reduced, the cost of operating the may not cover the full cost of maintaining the
building is not. Public subsidy can cover this funding gap duration of the affordability covenant.
and support greater building owner participation. * Rebates: a refund or credit for costs incurred by

building owners or tenants after the fact.

« Abatements: agreement with a local government to
reduce/eliminate future tax obligations owed for a
period by building owners.
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Implementation Considerations

Implementing Affordability Covenants

What is the building typology? Are there existing subsidies/rental covenants?

The type of building and who owns it impact the feasibility In buildings with existing subsidies, where affordability
of implementation. requirements are already in place for units, extending rent
stabilization or affordability restrictions is easier to
implement because owners are familiar with, or already
adhere to, the reporting requirements commonly
associated with these restrictions.

* For smaller buildings (<10 units), there are typically
fewer funding sources to cover the “cost” of lost
income from affordability covenants. Owners may be
hesitant to undergo a time-consuming and costly

process for a few units. o . . .
In buildings without existing subsidies, owners may be

more hesitant to join affordability covenants. They may
not have the capacity to meet reporting requirements if
they are too complex and difficult to comply with, or may
be concerned about the level of cost, effort, and
complexity required to implement them.

» For larger residential buildings (10+ units), there are
some funding sources to cover the “cost” of lost
income from affordability covenants. Due to economies
of scale, owners are typically more likely to comply with
affordability covenants that apply to multiple units.
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Case Study

Implementing Affordability Covenants

Philadelphia Housing Development Corporation Rental
Improvement Fund

* This program provides loans to small landlords (<15 units) to
repair their rental properties. Loans can range from $10,000-
$24,999 per property and have 10-year terms.

* The Philadelphia Housing Development Corporation monitors
compliance with affordability requirements.

= |If a project is in compliance (i.e., affordable rents are
kept in place), the loan is deferred and will be forgiven
20% annually beginning in year six. If a project is not in
compliance, the loan will assume a 6% interest rate.

* The program requires current rents to be affordable to
households earning at or under 60% of Area Median Income !
and caps annual rent increases at 3%. Source: WHYY

« Additionally, current renters must have three-year good cause
eviction protection, which protects tenants from unfair
evictions, retaliatory rent increases, and discriminatory
evictions.

Source: Philadelphia Housing Development Corporation Rental Improvement Fund



https://phdcphila.org/residents-and-landlords/landlords/rental-improvement-fund/

Guide to Implementing Affordability Covenants

This visual is intended to guide program administrators through the evaluation of feasibility, structure, depth,
timeframe, and implementation considerations of affordability covenants.

Are residents
susceptible to
displacement based on
the following?

Does the program have one or
both of the following?
Is the building

) ) Renter-occupied « Assessment of housing market ~ Yes 1) Legal enforcement capacity (or a Yes
renter- or owner ressures .
ied? P government partner) to monitor and Continued
occupiea: *  Previous experience in the enforce compliance
o S on the next
e 2)  The administrative capacity within age
* Building occupant income, the program to monitor compliance pag
housing burdents,
displacement risk
Owner-occupied No No
Proceed with other Proceed with other
strategies to No further action strategies to
preserve needed preserve
affordability affordability

Visual 1 of 3 21R2E2



Guide to Implementing Affordability Covenants

This visual is intended to guide program administrators through the evaluation of feasibility, structure, depth,
timeframe, and implementation considerations of affordability covenants.

What is an appropriate annual
limit to rent escalations?
Based on market conditions,

Is there a risk of rents occupant income, and the level of
growing too quickly subsidy the program will provide to
over time? Pursue rent each unit
Stabll,lza,tlon What is the appropriate length
What is an restrictions of the affordability covenant?
affordable rent for Based on market conditions and
. the target the level of subsidy the program
Set the "ght popu|agion? will provide to each unit
affordability
targets Continued
on the next
page
Pursue affordability
restrictions
Are current rents What is an appropriate depth of
higher than the affordability?
desired affordability Based on market conditions,
level? occupant income, and the level of
subsidy the program will provide to
each unit
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Guide to Implementing Affordability Covenants

This visual is intended to guide program administrators through the evaluation of feasibility, structure, depth,
timeframe, and implementation considerations of affordability covenants.

Successful
compliance
Public partner Energy upgrade program

legally enforces  ~p  incentivizes compliance

e compliance through discussions or
Draft affordability Property enters P ﬁna,,fia, levers

covenant affordability period

Affordability
covenant is not
maintained

Building owner

does not comply Program does not

have any further
levers to maintain
compliance

Visual 3 of 3 21R2E2
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Implementing Tenant
Habitability Plans




Definitions

Implementing Tenant Habitability Plans

What is a tenant habitability plan? Why do they exist?

» Building occupants can be impacted by upgrade work
in numerous ways. For limited-scale upgrades,
occupants may need to temporarily adjust their daily
routines to accommodate the project. They may
experience disruptions due to noise and the presence
of workers in their living or working space. For larger-
scale upgrade work, occupants may also be exposed
to hazardous materials and construction conditions,
potentially requiring their temporary relocation.

A tenant habitability plan (a plan to minimize
disruption during an upgrade) is a document that
describes the work to be undertaken during an
energy upgrade and how it might impact the quality
of life of occupants, including potentially hazardous
building materials, site conditions, noise disruptions,
and other disruptions. A habitabllity plan typically
includes strategies for mitigating these negative
impacts, such as adjusting work hours to

accommodate occupants’ schedules, implementing « Tenant habitability plans seek to provide occupants
site safety plans, and possibly providing temporary with as much information as possible in advance of
tenant relocation and compensation. upgrade work. If substantial accommodations are

needed for occupants, these plans outline how those
services will be provided and how tenants will be
compensated.

Implementer: Energy upgrade program administrators,
building owners
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Benefits and Challenges

Implementing Tenant Habitability Plans

Benefits Challenges
« Establishes clear expectations for building occupants - Creating a tenant habitability plan requires an
and holds all parties accountable. understanding of how building occupants use a

building and how they may be impacted by upgrade
work. This can pose an additional administrative burden
on programs to craft a plan, on building owners to

» Creates a pathway for building occupants to file
complaints and have concerns addressed.

« Can combat landlord harassment or neglect and help demonstrate compliance, and on program
formalize occupant rights that may otherwise administrators to ensure ongoing compliance. This may
continue to exist as an informal agreement. discourage building owners from participating.

*  For commercial occupants, these agreements allow « Construction is unpredictable, so even a thoughtful plan
time to plan for disruptions that may impact business. may end up being wrong, sowing mistrust and

frustration if plans are too specific.
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Implementation Considerations

Implementing Tenant Habitability Plans

What is the energy upgrade program'’s capacity to create and enforce the plan?

Creating an effective tenant habitability plan requires an understanding of how the building is used, at what times, and
by whom, so that building owners can effectively mitigate adverse impacts on tenants. Programs should help
participants to structure plans that achieve the following best practices:

« Collaborate with occupants to the maximum extent possible to understand how health, safety, and economic
opportunities will be impacted by energy upgrade work. In single-occupant buildings and buildings with commercial
occupants, this can begin during an initial energy assessment. In multifamily buildings, programs should discuss
occupant needs with representatives (property managers, building tenant associations, or local community-based
organizations representing tenants’ rights) in addition to building owners.

« Establish a clear system for occupants to file complaints and implement a process to hold building owners
accountable for providing a safe and livable environment.

« Outline a methodology for quality assurance/quality control (QA/QC) inspection after work ends.
« See the Pacific Northwest National Laboratory's Quality Install Tool as an example resource.

ZAR2E2



https://www.pnnl.gov/projects/quality-install-tool

Implementation Considerations

Implementing Tenant Habitability Plans

How does the scale of upgrade work impact the
habitability plan?

The plan design should be adapted to the scale of the The Los Angeles Tenant Habitability
planned energy upgrade work. Plan stipulates “A landlord shall pay for all
*  For upgrades that include limited measures, plans temporary housing accommodation costs

and any costs related to relocating the
tenant to temporary housing
accommodations, regardless of whether
those costs exceed rent paid by the tenant.
The landlord shall also pay any costs related

should clearly disclose the planned work, the reasons for
undertaking it, the expected work hours, and any
potential hazards. Programs should also consider if the
scale of work warrants a habitability plan.

* For extensive upgrades, plans should also seek to to returning the tenant to the tenant’s unit,
minimize disruption to occupant schedules to the extent if applicable.”
possible, consider temporary tenant relocation plans, \ /
specify measures to protect personal property, coordinate

with local housing and service providers as needed, and
provide necessary compensation to tenants for relocation
costs or any resulting damages.
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Implementation Considerations

Implementing Tenant Habitability Plans

What is the building typology? What is the local context?
The building's size and ownership impact components of Energy upgrade programs should connect tenant
the habitability plan. habitability plan requirements with local requirements to

the extent possible, especially if the local jurisdiction
requires development projects to include some degree of
financial or technical support to displaced occupants.

* For smaller buildings (<10 units), programs could
consider habitability plans individualized to each
household’s (or business'’s) schedule and unique needs.

* For larger residential buildings (10+ units),

habitability plans should consider how upgrade work For example, Los Angeles’s Tenant Habitability Program
will impact common areas and may consider phasing requires upgrades to residential buildings subject to the
work in building sections. In the event of temporary city’s Rent Stabilization Ordinance to provide a tenant
displacement, programs should consider collaborating habitability plan that discloses the work to be done and the
with local housing and service providers. steps to be taken to protect tenants’ safety and property.
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https://housing2.lacity.org/rental-property-owners/tenant-habitability-program

Case Study

Implementing Tenant Habitability Plans

Los Angeles Tenant Habitability Initiative

« This program requires owners to disclose the potential disruptions they
will need to make during a building renovation.

« It applies to most residential properties protected under the city's Rent
Stabilization Ordinance.

* The requirement is designed to mitigate the impact on tenants during
water/gas line replacement, re-wiring, HVAC replacement, and more.

* The plan must disclose:

= The scope of work, estimated cost, and time associated with the
upgrade.

= Any impact on noise, utility interruption, exposure to hazardous Source: Los Angeles Housing Department, Photo by
= oy ope . . Mark Burge is licensed under CC BY 2.0
materials, and accessibility disruptions.

= Mitigation measures that will be taken to ensure that tenants will
occupy a safe dwelling during work.

Source: Los Angeles Housing Department, Tenant Habitability Initiative; Tenant Habitability Plan Application Template



https://creativecommons.org/licenses/by-nd/2.0/
https://housing2.lacity.org/rental-property-owners/tenant-habitability-program
https://housing2.lacity.org/wp-content/uploads/2020/05/1-c_thp_application_for_seismic_retrofit_work.pdf?download=1

Guide to Implementing Tenant Habitability Plans

This visual is intended to help program administrators consider the need for, and feasibility of, creating and
implementing a tenant habitability plan.
Does the energy upgrade

program have the capacity to
implement a tenant

Does the scale of work
warrant a tenant

Renter-occupied housing, habitability plan?

. - -
multifamily housing, » What is the scale of work and Yes hablta.b.lhty plan’ Yes Pursue
What is the : occupant needs and the relationship tenant
S Which areas, and for how : , e
building typology? long? with the owner: habitability
e Will hazardous materials be * Is there a clear path for occupants to plan
present on site? For how long? file complaints should the plan not be
' ' d tely followed?
*  Will occupants need to be adequately followe .
relocated for any reason? For * Is there enough funding (from the
how long? program or the owner) to properly
' relocate occupants if needed?
Single-family, owner-occupied No No
Pursue other
Not applicable Not applicable occupant

protections
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Definitions

Implementing Community Accountability Plans

What is a Community Accountability Plan?

Community accountability plans (CAPs), also known
as community benefits agreements (CBAs), are
agreements typically negotiated between a project
developer (e.g., building owner), community
representatives, and a government/community
facilitator (e.g., an energy upgrade program). The
developer typically agrees to fund specific programs
or adapt building program/design in a way that
benefits local communities. These agreements can
be legally binding.

Implementer: Energy upgrade program
administrators, building owners, community
representatives

Why do they exist?

There are numerous ways in which the communities
surrounding upgrade projects might benefit from
energy upgrades, including the employment of local
contractors, the utilization of local materials and
suppliers, and ultimately using the completed
building’s amenities.

Moreover, communities may seek ongoing
commitments from developers or building owners to
mitigate potential impacts that the newly renovated
building might have, such as creating higher market
rents in the surrounding neighborhood. Communities
may also want to ensure that the benefits brought by
new development continue to spill over into
surrounding areas in the future.
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Benefits and Challenges

Implementing Community Accountability Plans

Benefits

«  Community accountability plans can provide
additional benefits such as job creation and training,
affordable housing, business support, amenities, etc.,
to communities impacted by new development and
energy upgrades.

« Community accountability plans can increase
goodwill and trust between building owners and
communities and create agency over development in
their neighborhoods.

* For commercial energy upgrades, community
accountability plans can ensure rent affordability and
stipulate the types of businesses that will be
permitted to rent.

Challenges

Community accountability plans are only successful if
they include clear agreements with specific metrics of
success, progress tracking, and, potentially,
enforcement mechanisms.

Program administrators must coordinate among parties
with varying interests and incentives. The more
ambitious the community accountability plan, the more
time and resources are needed to negotiate and
administer the agreement.

A party must be responsible for ensuring benefits
materialize over time, and the community
accountability plan should include a provision for action
in the case of a party violating the agreement.
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Implementation Considerations

Implementing Community Accountability Plans

What is the energy upgrade program’s capacity to create and enforce a CAP?

Creating an effective community accountability plan requires cooperation among building owners, project developers,
and community representatives. Programs pursuing a CAP should create a clear communications infrastructure among
all parties and be prepared to adapt the workplans and designs of their upgrade work to meet community requests.
Programs should consider their capacity to achieve the following best practices:

« Establish robust partnerships with local community-based organizations (CBOs), government agencies (including
state and local housing finance agencies), utilities, tenant associations, finance and lending institutions, affordable
housing experts, workforce development organizations, and other interested entities so all relevant perspectives are
heard and integrated.

« Plan and budget for regular evaluation and adjustment to ensure the program is making enough progress
toward goals.

« Establish processes for regularly reporting back to engaged communities for transparency and accountability.
* Post the plan publicly to also support transparency and accountability.
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Implementation Considerations

Implementing Community Accountability Plans

What kind of project is right for a CAP?

Regardless of the scale of work at the building level, community accountability plans are focused on providing
community-level benefits. Community accountability plans are most appropriate if the scale of planned work is
sufficient to make a community-level impact.

For upgrades with a limited scale, such as limited upgrades in a few units or in units that are geographically far
apart, community accountability plans are harder to organize. Building owners may be more hesitant to agree to the
process of creating and following a community accountability plan for a few units even if the required upgrade work
Is substantial. Programs and building owners may still consider how to use local labor, supplies, and green building
practices.

For upgrades with a larger scale, community accountability plans may be more appropriate given that the
investment by the program in the buildings is substantial to building owners, occupants, and the surrounding
community. Larger budgets and more impacted occupants provide a greater opportunity to include local labor,
supplies, and green building practices while considering how to maintain long-term affordability, provide space for
community organizations and retail, and collaborate with CBOs to provide occupants with services such as health
programs and workforce development as needed.

ZAR2E2




Implementation Considerations

Implementing Community Accountability Plans

What is the cost and who is covering it?

The cost of developing and implementing a community
accountability plan is typically borne by the project
developer or building owner.

« Labor, supplies, and green building practice
agreements may result in an increase in upgrade costs
to accommodate the cost of local procurement and
higher quality construction/installation practices.

« Additional items, such as affordability agreements,
expanded amenities, investment in community
programs, and connecting occupants with services, will
require funds from grants, forgivable loans, or
incentives/rebates from public partners.

What is the local context?

Energy upgrade programs and project developers
interested in a community accountability plan can
conduct outreach to local CBOs and community
representatives willing to speak on workforce,
economic, housing, and other conditions impacting
residents in the area, or reach out to building
occupants directly.

Programs may consider using local contractors and
suppliers to further generate economic benefits for
the community.

Programs can investigate any examples of past local
community accountability plans, their successes, and
lessons learned, adapting their community
accountability plan accordingly.

ZAR2E2




Case Study

Implementing Community Accountability Plans

Project Labor Agreements (PLAs)

* A type of CAP, PLAs are agreements between energy upgrade
programs, building owners, project contractors, and labor
representatives that establish requirements for local labor targets and
minimum procurement of minority- and women-owned businesses
(MWBEs).

Example: Boston Housing Authority Energy Efficiency Upgrades

* The city upgraded 13 public housing properties, comprising 4,300
units, with water conservation measures, energy-efficient lighting,
decentralization of aging heating and hot water systems, and more.

» The PLA created 600 jobs for “local union workers, public housing and
low-income city residents, and small and minority-owned businesses.”

Source: Boston Housing Authority

* A unique pre-apprenticeship program was also developed, allowing
public housing and very low-income residents to participate in
training and secure confirmed enroliment in apprenticeship
opportunities.

Source: Emerald Cities Collaborative, Economic Policy Institute



https://www.ameresco.com/mayor-menino-hud-secretary-shaun-donovan-unveil-groundbreaking-project-labor-agreement-63-million-energy-efficiency-project/
https://www.ameresco.com/mayor-menino-hud-secretary-shaun-donovan-unveil-groundbreaking-project-labor-agreement-63-million-energy-efficiency-project/
https://www.ameresco.com/mayor-menino-hud-secretary-shaun-donovan-unveil-groundbreaking-project-labor-agreement-63-million-energy-efficiency-project/
https://emeraldcities.org/wp-content/uploads/2022/05/ECC-AnatomyofanEffectiveCWA220520-02.pdf
https://www.epi.org/blog/project-labor-agreements-on-federal-construction-projects-will-benefit-nearly-200000-workers/

Considerations for Implementing Community Accountability Plans

This visual summarizes the key questions program administrators should ask at each step in pursuing a CAP.

Fit CAP to Project Scale Funding and Accountability

Has engagement with Small scale »  What funding sources,

local nonprofits, subsidies, and/or incentives
community leaders, or exist locally and federally to
other representatives offset the cost of committing

from the area indicated a to small- or large-scale CAPs?
desire for a formal

» Can the energy upgrade program
or building owner commit to
using local labor, supplies, green
building practices, or other

. : commitments? » What metrics of success will be
community benefits and N
accountability plan from » Larger scale » 9y UPg

program and building owner?
energy upgrade - » Does the energy upgrade o will Fold th 3
programs and building program or building owner have *  Who will hold them to these
owners? the administrative and financial metrics? And for how long?

resources to commit to
affordability agreements,
expanded amenities, investment
In community programs, or
connecting occupants with
services?
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Definitions

Minimizing Pass-through Costs

Why do pass-through costs exist?

What are pass-through costs?

» Costs that increase following an energy upgrade
leave building owners with the decision of whether to

Pass-through costs are costs incurred by building
owners, such as new debt service, higher property
taxes, utility costs, and other overhead costs that may
increase following an energy upgrade, that are then
passed on to building occupants. While implementing
an affordability covenant could be a way to reduce
pass-through costs, the following strategies differ in
that they seek to reduce the factors upstream that
impact building owners and that might lead to rent or
other housing cost increases.

bear the costs themselves, find alternative ways to
reduce these costs or pay for them, or pass them on
to building occupants (if applicable) in the form of
higher rent and other charges.

How can pass-through costs be minimized?

There are several strategies to address pass-through
costs, including building and program design,
education, and rebates or abatements.

Implementer: Local government authority or utility,
energy upgrade program administrators
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Benefits and Challenges

Minimizing Pass-through Costs

Benefits

» Protecting building owners and occupants from
bearing these additional charges ensures the benefits
from the energy upgrade are not outweighed by the
costs.

»  Protects affordability for building occupants and
reduces their risk of displacement following energy
upgrades.

» Provides an opportunity for programs to strengthen
local partnerships with building owners, subsidy
programs, and regulatory agencies.

» Property tax abatement/forgiveness may be used to
incentivize the creation/addition of desired building
amenities that benefit the greater community.

Challenges

If any ongoing increased costs (not outweighed by
benefits or savings) are borne by building owners, this
disincentivizes their participation and willingness to
install more efficient (and potentially expensive)
appliances.

Efforts to reduce or eliminate the causes and effects of
pass-through costs increase the administrative burden
on energy upgrade programs and their partners.

For a tax abatement, there is foregone tax revenue to
the municipality. A tax abatement should be structured
to ensure it is commensurate with the cost to
implement and is paired with monitoring to ensure
compliance.
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Implementation Considerations

Minimizing Pass-through Costs

How can pass-through costs be identified?

|dentifying which pass-through costs exist and can be mitigated begins with the following best practices:
Existing or new debt service

» Understand if the building owner has taken on debt to contribute to the energy upgrade and what terms the debt
comes with.

Increased utility costs

« Understand who typically pays utility bills and how utility costs may be impacted by the installation of electric
equipment and other upgrade work.

» Consult utility companies and publicly-accessible utility data, along with local community feedback.
Increased property taxes
« Develop an understanding of how property taxes have historically been impacted by building improvements.
« Consult local taxing authorities and public property records along with local community feedback.
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Implementation Considerations

Minimizing Pass-through Costs

What are examples of minimizing pass-through costs?

Energy upgrade programs have several options to mitigate pass-through costs once they are identified.

Building and program design

» Pair installation of electric heating and cooling equipment and building envelope upgrades with onsite generation to
help ensure that energy bills do not increase. In most cases, comprehensive upgrades will lead to reduced energy
consumption. Include passive strategies for reducing energy costs, including shading, green roofs, and cool roofs.

Education

» Provide education to building owners, property managers, and occupants on how to control energy costs. Develop
informational materials and provide one-on-one walkthroughs of energy-saving practices following upgrade work.

Rebates and abatements

» Ensure the program coordinates with existing programs provided by utilities, nonprofits, and local/state governments
to reduce both upfront costs and post-upgrade costs. Connect building owners and occupants with subsidies such as
utility bill reduction programs, rebates, or, for commercial occupants, small business support programs.

« Energy upgrade programs can work with local authorities to implement a property tax abatement, which reduces or
eliminates property taxes owed for a building for a specified time period, offsetting any higher costs and incentivizing
program uptake.
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Considerations for Minimizing Pass-through Costs

This visual is intended to help program administrators identify, prioritize, and select the right combination of
strategies to mitigate pass-through costs for their programs.

o Renter- Is there a risk of ) Protect Prohibit pass-
Is the building s OWners passingon Yes  What is the energy affordability for through costs
renter- or costs to renters as upgrade program'’s occupants
owner-occupied? a result of the priority?
upgrade?
s Building and
LTS T - Tttt TTTTTTTTTTT T s program design

Questions to Ask Balance occupant

Existing or new debt service and owner needs

* Has the building owner taken on debt to contribute to the energy upgrade and
what terms does the debt comes with?

authorities and public property records, along with community feedback, to learn
\ how property taxes have historically been impacted by building improvements.
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' Increased utility costs !

'+ Who typically pays utility bills? How might utility costs be impacted by the :

| installation of electric equipment and other upgrade work? Consult utility :

: companies and publicly-accessible utility data, along with community feedback. i

i Increased property taxes i MaXin.‘i?e °Y"“er Rebates or
i *  How might property taxes increase after an energy upgrade? Consult local taxing | participation abatements
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Case Study

Minimizing Pass-through Costs

Energy upgrade programs can pair qualified
building owners with programs that reduce
the costs of installation and operation of new
electric appliances and equipment.

lllinois Solar for All, an initiative of the Illinois
Power Agency, enables households that
otherwise could not afford solar to take
advantage of the benefits it provides,
including offsetting any cost increases that
may result from installation of electric
equipment. The initiative also controls the
cost the property owner pays for the solar
system, by ensuring ongoing costs of the
solar installation do not exceed 50% of the
value of power generated by the solar
photovoltaic systems.




Case Study

Minimizing Pass-through Costs

Another method to reduce pass-through
costs is connecting qualified building
owners with existing bill payment
assistance programs.

Nevada’s Energy Assistance Program
provides income-eligible households with
a Fixed Annual Credit (FAC) benefit that
is calculated for each program
participant. The FAC is determined by
calculating the amount of money the
household spends on utility bills above
the level which a typical household of
that size in Nevada pays. The FAC reduces
the energy burden of participating
households to the statewide median
household energy burden.

Source: Nevada Current



Case Study

Minimizing Pass-through Costs

Changes in behavior can reduce
energy costs for owners and
occupants.

Northeast Energy Efficiency
Partnerships (NEEP) has
prepared a guidebook for
renters that provides questions
to ask landlords and building
owners regarding the energy
efficiency of their building's
envelope and appliances. The
guide also provides tips for

practices renters can use to keep

energy costs lower.

A Guide for Renting and Creating Lower Cost Energy Efficient Apartments and Homes

Nearly all renters pay their own energy bills, but few have options relating
to the efficiency and quality of the heating and cooling systems,
appliances, and windows of their rental. However, there are many steps
renters can take to save and manage energy. Just because you don’t own
wyour home doesn’t mean comfort, energy and cost savings cannot be
achieved.

Energy spending per square foot in rented apartments can run 76
percent higher than in owner-occupied single family homes. !

Looking for a rental property? A few key indicators can help you
assess the efficiency of the rental. Below is information on
“What to Look For”, and a checklist of features to investigate
“Before You Sign” when touring a potential new home or
apartment. The checklist will assist you in understanding the
amount of energy you may use and ultimately pay for.

Looking to cut energy bills in your current rental? It's natural to
think that it's not worthwhile to invest in energy efficiency
improvements if you don’t own your home. However, there are
steps you can take that pay off within a year or two and
improvements that you can also bring with you to your next
home. Use the “Simple Low-Cost and No-Cost Measures” and
“Utility Program Offerings” sections at the end of this guide to
reduce your bills quickly.

Source: Northeast Energy Efficiency Partnerships

Saving money and energy can be easy if you know what to look for.

Thoroughly investigate the many energy use aspects of a potential rental
before you sign a lease.
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