FINAL BILL REPORT
HB 1976

c85L 24
Synopsis as Enacted

Brief Description: Changing the incentive structure for tier 1 and tier 2 buildings.

Sponsors. Representatives Fosse, Doglio, Fitzgibbon, Ramel, Reed, L ekanoff, Reeves and
Pollet; by request of Department of Commerce.

House Committee on Environment & Energy
Senate Committee on Environment, Energy & Technology
Senate Committee on Ways & Means

Background:

State Energy Performance Standard.

The State Energy Performance Standard (Standard), established in 2019, requires the
Department of Commerce (Commerce) to establish rules for energy performance standards
for covered commercial buildings. The Standard seeks to reduce greenhouse gas emissions
from the building sector. The Standard applies to two tiers of covered commercial
buildings.

Tier 1 covered commercia buildings are buildings whose sum of nonresidential, hotel,
motel, and dormitory floor areas exceeds 50,000 square feet, excluding any parking garage
area. Commerce notified Tier 1 covered building owners of its adopted rules for energy
management and benchmarking on or before July 1, 2021. Tier 1 covered building owners
must meet the following reporting schedule for complying with the Standard:
* Junel, 2026, for buildings larger than 220,000 square feet;
* June 1, 2027, for buildings larger than 90,000 square feet but not larger than 220,001
square feet; and
» June 1, 2028, for buildings larger than 50,000 sgquare feet but not larger than 90,001
square feet.

Tier 2 covered commercial buildings are commercial buildings larger than 20,000 square
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feet but smaller than 50,000 square feet, and multifamily residential buildings larger than
20,000 sguare feet. Commerce must notify Tier 2 covered building owners of Commerce's
adopted rules for energy management and benchmarking by July 1, 2025. Tier 2 covered
building owners must report compliance with the Standard and send their compliance plans
to Commerce by July 1, 2027, and every five years thereafter.

Early Adoption Incentive Program.

The Standard includes an Early Adoption Incentive Program for covered building owners
who comply with the Standard before the required date.

Tier 1 covered building owners can receive a one-time base incentive payment of $0.85 per
gross square foot of floor area, excluding any parking area, unconditioned space, or
semiconditioned space. The owner must demonstrate compliance with the applicable
energy use intensity target under the Standard to receive the incentive payment. Thereisa
statutory limit of $75 million for Tier 1 incentive payments.

Tier 2 covered building owners can receive a one-time base incentive payment of $0.30 per
gross square foot of floor area, excluding any parking area, unconditioned space, or
semiconditioned space. The owner must demonstrate compliance with the applicable
benchmarking, energy management, and operations and maintenance planning requirements
under the Standard to receive the incentive payment. Commerce may implement atiered
incentive structure for upgrading multifamily buildings for multifamily building owners
willing to commit to antidisplacement provisions. Thereis a statutory limit of $150 million
for Tier 2 incentive payments.

A building owner may submit an incentive payment application through Commerce's Clean
Buildings Portal. An owner of multiple buildings may submit one application per building.
Commerce certifies the application and cal culates the amount of the incentive payment.
Commerce then authorizes certain utilities—consumer-owned or investor-owned gas or
electric utilities that serve more than 25,000 customers in Washington—to make the
incentive payment to the building owner. These qualified utilities must administer the
incentive payment, provided that they are allowed atax credit in an amount equal to the
incentive payment plus documented administrative costs not more than 8 percent of the
incentive payment. Other utilities may voluntarily participate in the Early Adoption
Incentive Program.

Beginning in 2025, Commerce must report every two years to the Legislature on the results
of the Early Adoption Incentive Program.

Summary:

Commerce may provide incentives greater than the base incentive payment for upgrading
Tier 1 and Tier 2 buildings.
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Votes on Final Passage:

House 97 O
Senate 47 2

Effective: June 6, 2024
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