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EXECUTIVE DEPARTMENT

STATE HOUSE . BOSTON 02 133

EDWARD J KING

March 13, 1980

TO THE HONORABLE SENATE AND HOUSE OF REPRESENTATIVES;

Todav, I am submitting to your Honorable Bodies the accompanying legis-
lation entitled "AN ACT TO PROMOTE AND FINANCE THE CONSERVATION OF
ENERGY RESOURCES IN RESIDENTIAL DWELLINGS".

This legislation establishes a Residential Energy Conservation Fund from
which the Commonwealth will provide payments which reduce by up to five percent
the interest rate paid on loans used to finance energy conserving improvements in
homes and apartment buildings occupied by persons at or below median income.

The goal of the act is to increase the rate of investment in residential
energy conservation. Presently, the high interest rate and short payment term of
home improvement loans deter many consumers from making major investments in
energy conservation because the high montly loan payments would exceed the
monthly savings in energy costs. Low to middle income consumers already living on a
tight budget are reluctant to invest in energy conservation when the immediate
consequence is a reduced disposable income.

The act will promote investment in energy conservation by low to middle
income consumers by lowering the interest rate and lengthening the repayment period
for loans used to finance energy conservation in houses and apartment buildings. The
lowered interest rate and stretched out repayment period will reduce monthly
conservation loan payments in most cases to less than the savings in energy costs
from the conservation investment. Hence, consumers will receive an immediate
improvement in their disposable income from conservation investments.

The interest subsidy will be paid to lenders in a single lump sum payment
which will be equal to a reduction in five percentage points on conservation loans. In
certain circumstances, to be determined by the Secretary of Energy, the amount and
form of the subsidy may be varied to achieve the purposes of the act.

Congress will soon approve a similar federal conservation loan subsidy.
When the federal subsidy and the Massachusetts subsidy are added together, conser-
vation loans will be available to Massachusetts homeowners and landlords at very low
rates. In some cases the Massachusetts subsidy may be increased to permit a zero
interest conservation loan.
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The loan subsidy is available to persons with primary incomes at or below
the median income level. For large rental dwellings, the Secretary of Energy will
limit eligibility to buildings that arc likely to be substantially occupied by persons of
median income or below, as determined by rental rates.

In addition to income level, eligibility will depend upon consumer agreement
to make all conservation investments with a ten year or less payback period, as
recommended by an energy audit under the Residential Conservation Program.

I trust you will give prompt and favorable action to this legislation.

Rdspec/fully submitted,

/Edward 3. King /j /I
/ Governor I I
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In the Year One Thousand Nine Hundred and Eighty

An Act to promote and finance the conservation of energy

RESOURCES IN RESIDENTIAL DWELLINGS.

1 Whereas, The deferred operation of this act would tend to defeat
2 its purpose which is to immediately encourage weatherization of
3 residential dwellings, therefore it is declared to be an emergency
4 law, necessary for the immediate preservation of the public health,
5 safety and welfare.

Commontocaltt) of iHasteacfjugcttg

Be it enacted by the Senateand House ofRepresentatives in General
Court assembled, and by the authority of the same, as follows:

1 SECTION I. The General Court finds that:
2 (1) the most rapid and economical method for reducing the
3 Commonwealth’s dependence on unstable supplies of high cost
4 foreign petroleum and natural gas for use as residential heating and
5 cooling fuels is to increase the efficiency with which energy is used;
6 and
7 (2) the Commonwealth’s 84% dependence on foreign sources
8 for its oil supply is dangerous and detrimental to the health and
9 welfare of its citizens; and

10 (3) the Commonwealth’s dependence on such sources offuel is a
1 I severe strain on the local economy; and
12 (4) the standard of living of every person in the Commonwealth
13 is put in jeopardy by such dependence; and
14 (5) the cost of such products has risen over 80% in the past year;
15 and
16 (6) this dramatic increase in price has a particularly onerous
17 impact on those persons whose annual income falls below the
18 median income for all citizens of the Commonwealth; and
19 (7) such energy efficiency is clearly in the public interest;

20 Therefore the General Court finds and declares the purpose of
21 this chapter to be to facilitate the efficient use of energy for residen-
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22 tial heating and cooling through the establishment of a Residential
23 Energy Conservation Fund to assist and encourage the use of
24 energy conserving and alternative energy measures and devices.

1 SECTION 2. Chapter 25A of the General Laws is hereby
2 amended by adding after section 12 the following sections:
3 Section 13. (I) The secretary of energy resources shall set up an
4 exclusive account for the department of energy resources, to be
5 known as the residential energy conservation fund, the proceeds of
6 which shall be expended at the direction of the secretary for the
7 purposes set forth in sections 14 and 15 of this chapter.
8 (2) Within 30 days of the effective date of this chapter, and from
9 time to time thereafter, the secretary shall promulgate such rules

10 and regulations as he shall deem necessary and proper for the
11 efficient administration of this chapter.
12 Section 14. To the maximum extent practicable, the secretary
13 shall utilize the funds appropriated to the residential energy con-
-14 servation fund to subsidize energy conservation loans and the
15 interest rates paid by borrowers on such loans to not exceed the
16 equivalent dollar value of five percentage points of the interest on
17 the loan charged by the lending institution; provided, however,
18 that no such subsidy payment shall be made unless the secretary
19 determines that:
20 (I) the borrower is:
21 (a) owner-occupier or the mortgagor-occupier of a dwelling
22 unit located in the Commonwealth; or
23 (b) the owner or controlling mortgagor of a dwelling which is
24 located within the Commonwealth, the primary use of which is as
25 residential rental property; and
26 (2) (a) the annual gross income of the person with the greatest
27 annual gross income for the preceding year and having a principal
28 place of residence in a single unit of an owner-occupied or mortga-
-29 gor-occupied dwelling, as determined by thereported gross income
30 pursuant to section 6of Chapter 62 of the General Laws, is equiva-
-31 lent to or less than the median gross income level for households of
32 the Commonwealth, varied by regions in which the dwelling place
33 is located, as determined by the secretary, provided, however, that
34 the secretary may make exceptions in cases of extreme economic
35 hardship, or
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36 (b) in the case of an owner or mortgagor of a dwelling used as a
37 rental property, the rental rate, calculated in terms of dollars per
38 square foot per month, is equal to or less than a rate determined by
39 the secretary to include rental housing likely to be occupied sub-
-40 stantially by persons of no more than median income, as defined in
41 section 2(a); and
42 (3) (a) the owner-occupier, mortgagor-occupier, or the owner
43 or mortgagor of rental property as described in subparts (1) (a) and
44 (b) of this section have subjected their entire dwelling place or
45 rental property to an energy audit conducted by the corporation as
46 set forth in Chapter 1648 of the General Laws; and
47 (b) the owner-occupier, mortgagor-occupier, or the owner or
48 mortgagor of rental property as described in subparts (I) (a) and
49 (b) of this section produces sufficient evidence to the secretary that
50 he has, pursuant to the recommendations made by the auditor
51 assigned to the corporation, contacted a lending institution doing
52 business within the Commonwealth for purposes of discussing a
53 loan for an amount sufficient to implement those recommenda-
-54 tions made by said audits for which a maximum of a ten-year
55 payback period is projected by the corporation except, as provided
56 below, that the terms and conditions of said loan are conclusive to
57 the furtherance of the purposes of this act; provided, however, that
58 the secretary may consider the financial situation of the borrower,
59 the local availability of labor and materials necessary to implement
60 said recommendations and such other considerations as are con-
-61 sistent with this act and clearly in the public interest in determining
62 which improvements to require to be implemented by the borrow-
-63 er.
64 (c) the borrower secures from the corporation a certification
65 that the conditions of subsections (3) (a) and (b) of this section have
66 been satisfied, that the borrower is in compliance with Chapter
67 1648 of the General Laws and all applicable requirements promul-
-68 gated thereunder, and submits such certification to the secretary.
69 Section 15. (1) if the secretary determines that the conditions
70 set forth in section fourteen of this chapter have been met by a
71 borrower, then he shall, upon application in a manner to be
72 provided for by the secretary, pay to the lending institution, in a
73 lump sum payment, an amount necessary, as determined by the
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74 secretary, to compensate the financial institution for the difference
75 in yield between making such a loan at an interest rate as deter-
-76 mined by the secretary and making such a loan at market rate. The
77 secretary shall set the interest rate subsidy for graduated payment
78 loans so that the cost to the residential energy conservation fund of
79 providing a subsidy for a level payment loan equals the cost to said
80 fund of providing a subsidy for a graduated payment loan. In no
81 case may the secretary authorize the issuance ofan interest subsidy
82 payment which is in excess of the equivalent dollar value of five
83 percentage points of the interest on the loan secured by the borrow-
-84 er pursuant to section fourteen of this chapter, as amortized over
85 the term of the loan provided, however, that the secretary may
86 exceed this amount of percent subsidy, if: the financial situation of
87 the applicant presents a case of extreme hardship; exceeding such
88 five percent limit is clearly in the public interest; and, such addi-
-89 tional funds are available without causing disruption of the overall
90 purposes of this act.
91 (2) The power of the secretary to authorize such interest subsidy
92 payments shall not be impeded by the existence or application of
93 any other interest subsidy, tax incentives or energy assistance
94 grant, regardless of source; provided, however, that ifthe borrower
95 has applied to any other source for financial assistance for residen-
-95 tial energy efficiency improvements, the secretary shall consider
97 the impact on such application of the overall financing proposal
98 put forth by the borrower, and may, at his discretion, defer action
99 on the borrower’s application until such applications to other

100 sources of financial assistance are acted upon. In no case shall the
101 secretary commit the residential energy conservation fund to an
102 interest subsidy payment, which, in combination with other subsi-
-103 dies and payments lowers the interest payments on such loans
104 below zero percent.
105 Section 16. The secretary may enter into supplemental agree-
-106 ments with the lending institution and any peson benefiting from
107 an interest subsidy pursuant to sections fourteen and fifteen of this
108 chapter. Such supplemental agreements shall be considered by the
109 secretary in situations in which the terms and conditions of the
110 original loan and subsidy no longer serve the purposes ofthis act in
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Ilia manner which is most consistent with the public interest, and in
112 which conditions unforeseen at the time of the initial loan and
113 subsidy will cause, in the opinion of the secretary, severe economic
114 hardship for the borrower, lender, or occupier of the unit. Pursu-
-115 ant to this authority, the secretary may take such action as is
116 necessary to best carry out the purposes of this act including, but
117 not limited to reevaluation of those improvements deemed neces-
-118 sary under the original subsidy and approval ofany amendment to
119 the original terms and conditions of the loan and increase of the
120 amount of the subsidy. Nothing in this section shall be construed as
121 relieving the borrower of his or her obligation to repay the out-
-122 standing principal of any loan owed by said borrower to said lender
123 or its assignees.
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