Residential New Construction Program

Program Description

The Residential New Construction Program is designed to promote the construction of energy-efficient homes by providing incentives to developers, builders or buyers to install high-efficiency heating, cooling and water-heating systems, as well as ENERGY STAR-certified lighting and appliances. This program promotes a comprehensive approach to overall efficiency that is designed to minimize the lost opportunities for energy savings in each structure. The program provides both a prescriptive path and a performance path to ensure homes meet the program standards for efficiency. All qualifying equipment for the program will be required to be ENERGY STAR-certified or, for measures for which ENERGY STAR certification is not applicable, comparably rated for high efficiency.

Measures and Incentives

Builders, developers, and buyers of participating homes may meet the program’s efficiency standards by either installing a prescribed set of energy efficiency measures or by demonstrating that the homes conform to the program’s specified energy-consumption standards. While the prescriptive path does offer some trade-offs between measures, a specific set of measures was used determine measure applicability, to develop program savings estimates, and to assess the program’s cost-effectiveness. Table 54 shows the variety of measures that may be installed to meet either prescriptive or performance requirements. 

Table 54. Residential New Construction

	Measure Description

	CFL fixtures

	CFL bulbs 

	LED interior lighting

	ENERGY STAR dishwashers

	ENERGY STAR clothes washers

	ENERGY STAR refrigerators

	Leak proof duct fittings 

	Drain water heat recovery

	Low-flow showerheads

	Faucet aerators

	ENERGY STAR windows

	ENERGY STAR room air conditioners

	High-efficiency air source heat pumps

	ENERGY STAR ceiling fans


Incentives of $1,000 per home will be offered for homes that meet the program’s prescriptive requirements, or that demonstrate they meet the program’s performance requirements through a Home Energy Rating. These homes must have a heat pump with a minimum SEER of 13 and a minimum HSPF of 8.5. 

Builders, developers, and buyers of new homes with central non-electric heating will be eligible for incentives for high-efficiency hard-wired lighting, and hard-wired appliances (including appliances such as dishwashers and refrigerators that are commonly builder/developer-installed). 
Target Market and Participation

The program will target builders, developers, and individual end-use customers who are constructing new residential facilities in Aquila’s Missouri service area. The program will make a concerted effort to include new multi-family structures in the program. 

Projected participation in the program is shown in Table 55.

Table 55. Program Participation

	
	ENERGY STAR Home Participants

	Year 1
	581

	Year 2
	1,464

	Year 3
	2,343

	Year 4
	1,987

	Year 5
	1,850


Program Promotion and Delivery

Residential new construction programs have historically been challenging to implement because builders and developers make decisions that affect the homes’ energy consumption, yet it is home buyers who reap the benefits (or costs) of those decisions (i.e., these programs suffer from split incentives). To help overcome this difficulty, residential new construction program managers across the U.S. have found that employing a “market brand” helps create a demand for new energy-efficient homes. Such branding can be used to successfully give credibility and trustworthiness to new homes programs and the residences they certify.
 A key component of Aquila’s promotional effort will therefore involve the development of a “brand” that differentiates its energy-efficient homes from standard new homes in its service area. Aquila will then use the brand in its promotional activities with consumers, contractors, builders, developers, and home rating professionals. 

Extensive outreach to private sector trade allies, in the form of phone, mail, email, in-person visits, and a presence at industry meetings and events, will be conducted to gain trade allies’ buy-in and support of the program. Aquila’s marketing and communications efforts will emphasize targeted, education-oriented marketing materials to customers to stimulate increased demand for energy-efficient new homes. Such outreach and education has proven crucial to the success of new construction programs offered elsewhere in the county. 

For trade allies who are interested in participating, Aquila’s outreach efforts will also include training sessions and document-preparation and submission assistance.

After participating builders submit the initial program documentation, a HERS rating will be required for each candidate home. 
All participating homes will be required to be inspected at project completion. Based on the experience of others, Aquila will convey that the inspections are viewed as partnership-building events, rather than as policing activities.
 Builders will be given the opportunity to resolve any issues identified during the inspections.
Along with using its new home “brand” to market the program, Aquila will use the brand in its certification and labeling of qualifying new homes. Participating homes will receive the energy-efficient label, and participating builders will receive incentive checks, once the homes have passed the final inspection.

Annual Energy and Demand Savings

Projected annual kW and kWh savings are shown in Table 56. 

Table 56. Annual Program Impacts

	
	Incremental Impacts
	Cumulative Impacts

	
	kW
	kWh
	kW
	kWh

	Year 1
	        164 
	641,496
	          164 
	641,496

	Year 2
	        378 
	1,481,958
	          542 
	2,123,454

	Year 3
	        644 
	2,523,902
	       1,186 
	4,647,356

	Year 4
	        608 
	2,384,571
	       1,794 
	7,031,927

	Year 5
	        609 
	2,388,324
	       2,403 
	9,420,251


Tracking and Evaluation

Aquila will use an electronic database to track program parameters and performance. To the extent possible, the tracking system will be developed to include quality control on data entry and processing, automate repetitive or routine tasks, and simplify overall program administration. The database will track the number of homes participating in each component of the program. For each participating home, the database will also contain fairly thorough documentation about the home’s size, thermal insulation, and hard-wired appliances. 

Impact evaluations will be used to assess the per-participant savings assumptions. The impact  assessments will draw on input from trade allies and customers regarding baseline construction practices, and possibly some short-term monitoring and/or bill analysis from sample customer systems.

Market changes attributed to the program, such as increased market share of energy-efficient  homes, increased availability of Home Energy Rating providers, and growing recognition and demand for energy-efficient new construction will also be assessed through ongoing surveys of builders representing at least 25% of the new home construction within Aquila’s service territory. The surveys will ascertain current practice for insulation, windows, HVAC, water heating and appliance efficiency levels.

Aquila’s implementation staff will be included in the evaluation process. Aquila will use information and recommendations gleaned from the evaluations to make adjustments and improvements to the Residential New Construction Program as opportunities for program revisions arise.

Program Budget 

The proposed budget for year one of the program is $198,700 and is comprised of the components shown in Table 57. The total budgets for program years two through five are shown in Table 58. 

Table 57. Program Budget—Year 1

	Total Annual Budget
	$198,700

	Incentives
	$76,400

	Home Ratings or Inspections
	$23,200

	Program Administration
	$37,500

	Marketing & Communications
	$32,000

	Evaluation
	$29,600


Table 58. Program Budget—Years 2 to 5

	Year 2
	$350,200

	Year 3
	$517,800

	Year 4
	$489,500

	Year 5
	$490,200


Cost-effectiveness Results

The cost-effectiveness results of the Residential New Construction Program are shown in Table 59. 

Table 59. Residential New Construction Program 
Cost-effectiveness Results

	 
	Benefits
	Costs 
	Net Benefits
	B/C

	Total Resource
	$23,696,859
	$11,499,578
	$12,197,281
	2.06

	Utility
	$23,696,859
	$6,074,602
	$17,622,257
	3.90

	Participant
	$31,979,679
	$5,424,977
	$26,554,703
	5.89

	Ratepayer Impact
	$23,696,859
	$38,054,281
	$(14,357,422)
	0.62
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