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FISCAL AND POLICY NOTE
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Economic Matters and Health and
Government Operations

State Gover nment - Operation of State Building Cooling Systems

This bill requires cooling systems of State buildings to be rezfiiata specified manner
to reduce the electricity load used by the systems. Spdlgifisdaen cooling systems are
In operation, inside air temperatures must be maintained at or abnwremum specified
temperature, and on specified level 1 and level 2 load redwtdiys) must be maintained
at or above higher specified temperatures. Beginning in fiscal 204 Zdvernor must
include in the annual budget bill a general fund appropriation to the Mar@aatkgic
Energy Investment Fund equal to the estimated savings in enetgyesidting from the
load reduction day measures.

The bill takes effect July 1, 2009.

Fiscal Summary

State Effect: General fund expenditures increase by at least $331,700 in FY 2010.
Future years reflect annualization and inflation. State expenslilnagy decrease due to
energy savings; however, any expenditure decreases resulting frengy esavings,
beginning in FY 2010, are expected to be at least partially offgegemeral fund
appropriations to the Strategic Energy Investment Fund, beginning in FY 2012.

(in dollars) FY 2010 FY 2011 FY 2012 FY 2013 FY 2014
SF Revenue $0 $0 - - -
GF Expenditure $331,700 $450,200 $472,300 $495,700 $520,200
Net Effect ($331,700) ($450,200) ($472,300) ($495,700) ($520,)200)

Note:() = decrease; GF = general funds; FF = federal funds; SF = special funds; - = indeterminate effect

Local Effect: None.
Small Business Effect: None.



Analysis

Bill Summary: A level 1 load reduction day is initially defined as a workdayfhich
the Baltimore air quality index forecast indicates a pollutewellof 101 to 150. A level
2 load reduction day is initially defined as a workday for whichBakimore air quality
index forecast indicates a pollutant level of 151 or higher.

However, on or before January 1, 2011, the Maryland Energy Administ(di6A), in
consultation with the Public Service Commission and the Marylagghidment of the
Environment, has to adopt regulations to establish procedures arthdot designating
level 1 and level 2 load reduction days. Criteria for designé&tvel 1 and level 2 load
reduction days may include forecasted electricity loads for theldatyegion, local and
regional air quality forecasts, and any other relevant critdfifective January 1, 2011,
level 1 and level 2 load reduction days are defined as workdays desigizdevel 1 and
level 2 load reduction days by MEA.

The bill requires, at a minimum, that if a State building’slicy system is in operation,
it must be regulated to maintain an inside air temperature ishao colder than
78 degrees Fahrenheit. On a level 1 load reduction day, if a l&iddeng’s cooling

system is in operation, from 8:00 am to 8:00 pm the cooling systemb&usgulated to
maintain an inside air temperature that is no colder than 80 deGedwenheit. On a
level 2 load reduction day, if a State building’s cooling systenm isperation, from

8:00 am to 8:00 pm the cooling system must be regulated to maamainside air
temperature that is no colder than 82 degrees Fahrenheit.

Beginning with fiscal 2010, after each fiscal year, the DepattroeGeneral Services
(DGS), in consultation with MEA, has to calculate the estim#&dtd savings in energy
costs realized by the State for the fiscal year asudt iefsthe above-described electricity
load reduction measures on level 1 and level 2 load reduction dayS.niD& report to
the Governor and General Assembly on or before October 1, 2010 ahdyeac
thereafter the estimated savings in energy costs and the number of levelvieh@ddad
reduction days in the prior fiscal year.

Beginning in fiscal 2012, the Governor must include in the annual budgetdahexal
fund appropriation to the Maryland Strategic Energy Investment fgu@l to the
estimated savings in energy costs resulting from the load reduction day @seasur

Current Law: Specific load reduction measures for State building coolingragsaee
not currently included in State law. However, each State agenmquired to have
conducted, by December 31, 2007, an analysis of the gas and ateasiamption of
each building under its jurisdiction and the cost of the consumption, uralelirection
of MEA and in coordination with DGS. The analyses must includexamination of

HB 5/ Page 2



methods to achieve energy and costs savings, including, among bihgs, tthe
installation of more efficient heating and cooling systems and ratidn of lighting,
heating, and cooling practices such as turning off lights when not in uséetied
thermostatic controls.

In addition, DGS is required to set energy performance standeatdsetjuire the average
energy consumption in State buildings to be reduced from the ile28105 by 5% by
2009 and by 10% by 2010. By July 1, 2008, each State agency was reqhiack to
upgraded its energy conservation plan developed in consultation withaiBAGS to
achieve the energy performance standards. MEA, in coordinatiorD@86, is required
to review and analyze the plans and submit to the Governor thegsldnsroposals to
implement the plans.

These requirements do not apply to buildings under the jurisdiction dfiéngland
Department of Transportation, with the exception of office buildings ¢batain the
department’s headquarters or the administrative offices of alraddanistration within
the department.

The Strategic Energy Investment Fund was created under Chapters 1@72088B to
implement the Strategic Energy Investment Program, which haspuingose of
decreasing energy demand and increasing energy supply to profoodalat, reliable,
and clean energy to fuel Maryland’s future prosperity. The fuadnsinistered by MEA
and primarily consists of proceeds from the sale of carbon dioxiolwaaltes under the
Regional Greenhouse Gas Initiative. Uses of the fund includeinlmme energy
assistance; electricity rate relief for residential costrs; energy efficiency and
conservation programs, projects, or activities; renewable and clesgyeprograms
and initiatives; energy-related public education and outreachatgilcthange programs;
and administrative expenses.

Background: DGS and MEA have been working to implement Chapter 427 of 2006
(State Building Energy Efficiency and Conservation Act of 2006 - reguir
establishment of performance standards to reduce energy consumpdtate buildings

to meet specified benchmarks, State agency analyses of gas @nd etsmsumption in
buildings under its jurisdiction, and development of energy conservatios fuarach
agency) and the EmPower Maryland Initiative. DGS and MEA'’s efforts halteded:

o development of an energy database to collect electricity andsgage (by State
agency);

o designation of energy coordinators at each State agency and reiceipergy
plans; and
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° implementation of 21 energy performance contracts with most ageacies
(which translate into about $152 million in new energy-relatedagey to State
facilities, yielding about $15 million in annual energy and operational savings.

State Fiscal Effect: General fund expenditures increase by at least $331,729 in
fiscal 2010, which accounts for a 90-day start-up delay. This dstieikects the cost of
hiring one energy coordinator and six maintenance personnel to impléneebill’'s
requirements in DGS facilities and collect, analyze, and repotnnation on energy
savings. Itincludes salaries, fringe benefits, and ongoing operating expenses.

Positions 7
Salaries and Fringe Benefits $330,627
Operating Expenses 1,102
Total FY 2010 State Expenditures $331,729

Future year expenditures reflect full salaries with 4.4% annnaieases and
3% employee turnover and 1% annual increases in ongoing operating expenses.

This estimate only accounts for costs associated with implemgetiie bill's provisions
in DGS facilities. Expenditures are expected to further iserda the extent DGS
personnel will need to monitor cooling systems in other State buildingsher State
agencies will need personnel to implement the bill. DGS soresble for 56 buildings
located in different geographical areas throughout the State.

DGS has noted concerns about maintaining temperatures requirednendgrih certain
buildings such as the State House, which requires a museum gsigiiym that
maintains consistent temperatures to prevent damage to histicatts. DGS also
notes that IT equipment must be kept at cooler temperaturesvtiens allowed under
the bill.

State expenditures may decrease, beginning in fiscal 2010, irgflacty energy savings
resulting from the bill's requirements. This decrease, howevdrprasumably be at

least partially offset, beginning in fiscal 2012, assuming a geherdlappropriation to

the Strategic Energy Investment Fund is included in the Stateeb(atycontemplated by
the bill) each year, accounting for the estimated total savingseig costs (due to the
load reduction day measures) for the fiscal year two yeass pAin annual special fund
revenue increase, therefore, may result from the bill, beginningsaal f012. Any

increase cannot be reliably estimated at this time.
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MEA, the Public Service Commission, and the Maryland Departofehe Environment
are expected to handle the bill's requirement that regulationsdbpted to establish
procedures and criteria for designating level 1 and level 2 load reduddys, with

existing resources.

Additional Information
Prior Introductions. None.
CrossFile. None.
Information Source(s): Maryland Department of the Environment, Department of
General Services, Maryland Energy Administration, Public 8ervCommission,

Department of Legislative Services
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