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Statutory Changes in Weatherization NEEDED in the ARRA Conference Report  
Community Action Agencies will be responsible for putting homebuilders back to work and efficiently deploying a vastly expanded Weatherization program, our local leaders believe three changes to the current program are essential for the W.A.P. expansion to meet the President’s goals.
An extended discussion of the rationale for each essential change begins at page 2. 
Recommendations to House and Senate Conferees: 
1. Allow more DOE investment per home to end dependence on other, matching funds to complete the cost-effective investments needed. NEITHER THE SENATE NOR HOUSE BILL ACHIEVES THIS GOAL, THE SINGLE GREATEST THREAT TO RAPID AND RESPONSIVE DEPLOYMENT OF THE ARRA RESOURCES. The allowable statewide average ceiling should be $7000. The bills provide $5000.
2. House should recede to the Senate provision that funds training for a higher share of the workforce by allowing states to use up to 20% of their grant. (Possible compromise: limit applicability to funds appropriated in this Act.)
3. Modernize Local Administrative Cost Restrictions on Smaller Agencies. NEITHER THE SENATE NOR HOUSE BILL ADDRESSES THIS GOAL. Absent a statutory ‘fix’ DOE should be required to provide additional funding for these agencies using its share of administrative funds (the .005).
The following recommendation is not vital to achieving expansion; it IS essential to implementing the intent of the Bill to give more low-wage workers access to the program. As drafted, the provision will make no difference in almost half of the states and will impose new administrative burdens at intake.

4. The eligibility ceiling for W.A.P. should be the higher of the Housing Act definition of” low-income” (80%of  Area median income) or 200% of the Federal Poverty Guideline or current law, the LIHEAP definition. The ‘floor’ on eligibility (and the distribution formula it affects) should remain as it is in current law (150% FPG).
Discussion Of The Three Provisions Essential To Success And Of Language To Effectively Ensure More Are Eligible: 
1. .On p 7 line 10 of the House Bill and p   line     of the Senate (reported) bill strike “$5000” and insert in lieu thereof “$7000”.

	WHY not $5000?  That is a substantial change from the underlying statute…
Because DOE funds in the additional homes to be weatherized will have to cover all the investments in the unit, whereas at present, Weatherizers combine their DOE resources with about twice as much in matching funds that will not grow to match W.A.P. expansion. $5000 is not much higher than the current national average expenditure per home.
 Heretofore, the DOE funds limited by this provision are just one source of funding that Weatherizers use to fully weatherize a home. Much more is invested on a statewide average basis than the $2500 plus inflation ($3000 in PY 08). Nationwide, the current level of investment in DOE homes (excluding administrative and training funds) averages well over $4000 from ALL Funding Sources, but, in many states, the tested, cost effective expenditures exceed $6000. The reason: matching funds from LIHEAP and utility efficiency programs make up half to two-thirds of local Weatherization resources. Local delivery agencies integrate these multiple assets into a single investment package to achieve the energy and safety results for which the program is known. 

In 2007, local agencies delivered $773 Million in efficiency investments. IN 2009 before passage of regular appropriations or ARRA, they have about $1 billion. (30 states have the lion’s share of the combined funding) Future matching resources will at best remain at or below $600 million rather than grow to match the ARRA appropriation of $6.2 (or even $2.9) billion.  

3 reasons the flexibility to increase current investment levels is needed:

A. To replicate at least the current program investment package and results, the Bill must allow DOE funding for the activities heretofore supported by matching, leveraged funds.  The state programs with higher investments would be forced to reduce their cost-effective energy savings as a result of the House language. (Reminder: the entire expenditure covered by this provision is tested to ensure its positive savings-to-investment ratio). 
States that will have to change existing program practices and will save dramatically less per home if this restriction is not raised to $7000 include based on 2007 data): AK, IN, IA, SC, TX, WI, TN,WV, and states that were spending close to the new ceiling in 2007 include AL, NJ, NY, NH, MN, and DE
b. To pay competitive wages. The current expenditure levels are kept low by paying low wages to the bottom ranks of the W.A.P. workforce.  An increase above current levels will allow local agencies to adopt pay scales comparable to area wages for home remodelers and to retain, rather than lose, the workforce that gets trained at program expense. 

c. To replace more furnaces where cost-effective.  Few homes receive replacement high-efficiency heating systems, even when they would be cost-effective and meet the S-I-R test because of the average expenditure limits.  Without such substantial investments the program will not achieve the high levels of usage reduction that are needed to meet climate change goals and to substantially reduce future energy bills.
 A stimulus consideration: the majority of the residential heating systems are US made; all will be installed by licensed private HVAC contractors who have received WAP’s brief training in pressure balancing and ductwork assurance. 


2. Adopt the Senate provision providing up to 20%, at the State’s option, to Fund training for a higher share of the workforce

	WHY EXPAND WEATHERIZATION WORKER TRAINING AS A SHARE OF THE PROGRAM for the expansion period? 
Training  in the Current Program:

DOE training resources are now limited to 10% of a state’s grant.  The rate at which skills training is offered to the current workforce is a major barrier to ramping up. Formal training through ten training centers, regular regional meetings, and biennial national training sessions serves a small minority of W.A.P. workers; most must acquire skills from supervisors while working. Few states now have the resources in their program to maintain essential classroom-based training that offers a certificate or other credential that is a part of green-collar career development. 
The barrier is highest for private contractors. The current budgets do not include direct expenditures for training the ½ of the workforce that is contracted). The programs require them to provide already-trained workers equipped with the advanced tools the program requires; they spend on training costs in hope of winning W.A.P. jobs. This barrier will be even higher in the economic downturn. Contractors’ training must be directly financed. 

DATA on state expenditures for all different categories of training cost (classroom tuition, apprenticeship hours, conference fees and costs, trainer training, trainer visits to agencies, etc) have never been collected, so we understand why the Department was unable to project how added funds might be spent. We believe it was an egregious error to ignore the advice of experienced trainers and delivery agencies and to reject a change in the current allocation.  
Consultation with more than a hundred local Weatherization leaders identified this need as one of the three ‘must have’ changes in the program for the stimulus period. There must be more formal training on an accelerated basis for the entire new workforce that will be needed to geometrically expand production. In fact, without proportionally more expenditures on training , work in homes will slow to a pace that is slower than today’s as ‘newbies’ struggle with WAP’s unfamiliar ‘green’ technology blower door instrumentation or pressure testing devices.  Quality of work and safety of the homes may be compromised as new supervisors struggle to manage on-the-job training without expert backup and classroom resources. 
The amendment provides the safeguard that states will only use more of their grant than the 10% the Department distributes upon DOE approval of their training plan in their application. 


3 Modernize Local Administrative Cost Restrictions on Smaller Agencies
NEITHER BILL REMEDIES THE ANACHRONISM ENACTED IN 1990 THAT CUTS ADMINISTRATIVE FUNDS IN HALF FOR AGENCIES WHOSE WAP ALLOCATIONS T BECOME AS “LARGE” AS $350,000.
The following change in the law is needed:  insert  “(d) 415(a) (2)  of the Energy Conservation and Production Act (42 U.S.C. 6866)is amended-- following “may be used by any state for such purposes” strike the comma and insert in lieu thereof ‘provided further that all recipients with grants smaller than $350,000 shall receive no less than $35,000 for administration and that recipients of grants in excess of $350,000 receive $35,000 plus not less than 5% of each dollar in excess of $350, 000 for administration.”
	WHY? (Legislating administrative funding is an uncomfortable area!)
Fiscal and information system costs must be covered adequately. Private non-profits deliver W.A.P. and have no other funding source for administration.
The anachronism: The 1990 amendments to the statute allowed a higher percentage of administrative funding for small local agencies, 10% instead of 5%. This enabled them to purchase the core administrative and financial management services required to operate with federal funds. Small agencies were those with 1990 grants under $350,000, as the expert bookkeeping, reporting and management and eligibility verification personnel were collectively expected to require about $35,000 at a minimum. (That number would be at least triple 19 years later. Purely in the interest of expeditious enactment of the ARRA, we are not proposing the much-needed increase in this figure to around $80,000.) 
The structural flaw in this ‘either/or’ policy design: 

Agencies with $351,000 grants fall under the 5% administrative limit and would receive half as much as they would with $1000 less funding, or $ 17,550. THEREFORE, there are  NO KNOWN agencies whose DOE funding falls between $350,00 and about $700,000 because states steer more matching funds(with administrative dollars) to those agencies and less to larger agencies in order to avoid the loss of their core management capacity.  Growth will pull hundreds of small agencies above the threshold, but they would have to double in size to regain the lost management dollars just when growth challenges require far greater accountability and vigilance. This amendment establishes a minimum (and minimal) funding level for all agencies but changes the provisions that ensures a loss of funding as they expand. 
NOTE: States may use 10% of their grants for administrative costs, of which no more than 5% can be used for the state’s own costs. In the past, a number of states have used less than their full 5% and provided more than the required share to local agencies.   States will also need to expand their capacity to manage the expanding program, so they may need their full share of these funds in the ARRA implementation period.  Therefore, we are not proposing a change in the allocation of the already too-limited administrative pool between states and delivery agencies. 

This unpopular issue is really a matter of accountability and it must be re-visited in future authorizations. NO private utility programs operate similar low-income efficiency programs with comparably low overhead costs for their own operations, even where Weatherizers perform a substantial share of the joint program’s management and control functions.


4. Expanding eligibility to include more eligible families and buildings
The provision intended to increase WAP eligibility in both bills does NOT substantially change the number eligible in many states, but it DOES change the distribution formula. It also does not address the single major barrier to weatherizing the apartments of the working poor. Weatherizers’ alternative would reduce intake and eligibility determination costs and include many more working families and retirees in the eligible ’pool’. : 

The eligibility ceiling for W.A.P. should be the higher of the Housing Act definition of” low-income” (80% Area median) or 200% of the Federal Poverty Guideline or current law, the LIHEAP definition. 


Our Recommended amendment leaves the minimum eligibility and the formula as it is in current law, but raises  the allowable income ceiling to the higher of  the Bills’ proposed standard, the LIHEAP standard or the more inclusive HUD definition of low-income, as follows:

In the sections on WAP eligibility strike all after “amended by” and insert “inserting following ‘elects, is’  “the higher of the definition of “low-income” as established in the National Housing Act of 1937 [42 U.S.C. 1437(b)] or 200 percent of the poverty level as determined in accordance with criteria established by the Director of the Office of Management and Budget or’.”

WHAT FALLS SHORT IN THE CURRENT BILLS?

There is small to NO change in the number of homes eligible under the Bill’s income ceiling: 

The reported bill changes both the floor a state may set for eligibility (subsection (a)) and the maximum or ceiling eligible income (subsection (c)). Today’s ceiling is either 150% of the federal poverty guideline or the LIHEAP statutory maximum, 75% of state median income for 2009 (reverts to 60% SMI in 2010). The latter standard – whether 75% or 60%, includes many more households, than 150% of poverty; however,  in 14 states, 60% of SMI is more than 200% of FPG and there will be no change in the number of households eligible as a result of the ARRA provision. Those states include  NY, MA,RI,CT, PA, CA, NJ, NH; in several other states 200% poverty exceeds 60% of SMI by less than $1000 in 2009, including MI and WI. A handful of households may be newly qualified if their incomes fall within that $1000 range. 
Problematic (and undefined) Change in the Distribution Formula. As noted, the Bill changes both the floor and the maximum income eligible by striking 150% both places it appears. Section (a) tells states the income level that defines ‘low income’ as used in the statute and it also is the basis for the population weighting factor in the federal distribution formula.  At funding levels over $234 million, the eligible population is heavily weighted. As of Jan 23, 2009, no published Census charts are available to us or the DOE that show the number of households at or below 200% FPG, so we do not know which states will gain or lose under the new formula because of their share of this broader population as compared to their share of the nation’s households under 150% FPG.  
Multifamily building eligibilty remains problematic, even with the change in the Bills: at present, Weatherizers can only work on a multi-family building’s systems and shell if at least half the units are occupied by income-eligible households. Otherwise, their work is confined to apartment-level, lower impact upgrades such as refrigerator replacement, lighting and air sealing. 

Private apartment buildings that had or have federal or state financing have tenants with incomes up to 80% of the area median, the HUD definition of eligibility for assisted housing. The same is true of buildings whose owners accept Section 8 rental assistance payments.

 Urban-area Weatherization agencies can today identify thousands of candidate multifamily buildings they are eager to upgrade once eligibility is changed to the HUD low-income standard.  The new activity will contribute to the President’s urban agenda. 

State and local housing agencies everywhere will be able to share their lists of assisted housing participants with weatherization agencies in each area and expand the candidate household pool while reducing administrative costs, as those households’ incomes are already verified.  
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