
Energy Dollars 
Relieve Municipal 
Budget Pressures 

In these days of budget cuts, federal mandates, and ballot initiatives 
to limit taxes, cities and counties are looking at reducing energy costs 
to relieve strain on their budgets. 

People who manage local govem- 
ments are discovering that energy 
bills are big ticket items. ’We didn’t 
realize how much money we could 
save on our energy bills until we 
started looking closely at how much 
we were spending and where,” says 
Lera Riley, who oversees Phoenix, 
Arizona’s energy management pro- 
gram. This program has become one 
of the most effective in the country. 

As the Deputy Public Works Director, 
Ms. Riley notes, ‘ISince its inception, 
our energy management program has 
saved the city of Phoenix several 
million dollars.” 

Like Phoenix, all cities and counties 
are heavy energy users, but many 
opportunities exist for savings. 
According to the National Science 
Foundation, cities can often reduce 
energy costs by 15% without affecting 
the services they provide to their citi- 
zens. These reductions can take place 
in almost all municipal operations, 
including buildings, water supply 
and treatment, and transportation. 

One opportunity for savings in your 
municipality that requires little up- 
front investment involves coordinating 
an energy program. This is a key first 
step to effective energy management. 

Effective Energy Management 

You can motivate department heads 
and employees to save energy 
through effective energy manage- 
ment. This process usually involves 
all city departments and often relies 
on the expertise of existing staff. 
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There are at least two financial compo- 
nents of effective energy management: 
accounting and budget incentives. 

Accounting 
Tracking your energy costs is the first 
essential step. According to Lera 
Riley, ”Energy costs seldom appear 
as a single-line item in a local budget, 
which makes them difficult to moni- 
tor and control.” If energy were 
treated as a single expense, it would 
be among the largest budget items 
after payroll. 

In some municipalities, energy costs 
are totaled for each department. In 
others, energy costs are listed as a 
series of unrelated expenses for each 
depqrtment. If this last type of 
accounting is used, which is often the 
case, city managers and department 
heads may not even know how much 
they spend on energy. In that event, 
the first step in effective energy man- 
agement is to begin to monitor con- 
sumption and costs. 

In addition, you can save a surprising 
amount of money on utility bills by 
taking some relatively simple mea- 
sures. For example, Phoenix has been 
monitoring all utility bills for the 
last 2 years. The city not only checks 

Yearly Savings from Energy Efficiency Projects at Phoenix Facilitjes 
Before After 

Civic Plaza ........................ $1,465,627 $1,046,748 
Parks ............................... 884,714 508,709 
Municipal ......................... 923,796 609,744 
Fire Stations ...................... 453,328 243,381 
Cultural Centers ................ 719,908 524,719 
Plaza Municipal ................. 565,568 399,591 
Police & Public Safety .......... 1,008,358 886,748 
Branch Libraries ................ 344,750 173,934 

Source: City ofP11oenix Energy Conservation Progmm, January 1991 

Savings 

$418,879 
376,005 
314,052 
209,947 
195,189 
165,977 
121,610 
170,816 

individual bills for correct charges, 
but also makes sure the correct utility 
rate is applied. In this 2-year period, 
the city has saved more than $100,000 
in utility bills. 

Budget Incentives 
Budget incentives can play a key role 
in effective energy management. With 
budget incentives, the departments or 
city agencies participating in the pro- 
gram keep all (or a predetermined 
part) of the money saved from using 
energy more efficiently. This arrange- 
ment is quite different from typical 
local government budgeting, where 
dollar savings often lead to smaller 
budget allocations the following year. 
Because it could reduce their available 
funds, local government agencies 
often do not have an incentive to save 
money on energy. 

Budget incentives, on the other hand, 
are effective because they encourage 
initiative and because they establish a 
permanent funding mechanism for 
energy efficiency. The incentives can 
take several forms. In some cities, 
part of the savings is returned to the 
departments involved in the pro- 
gram, such as the Los Angeles Fire 
Department or the Philadelphia 
public schools. In other cities with a 
centralized energy office, such as 
Phoenix, the savings return to the 
general fund. Whatever its form, the 
incentive is effective when dollar sav- 
ings from energy projects are in turn 
used to establish a permanent fund 
for financing other energy conserva- 
tion and energy efficiency projects. 
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- Lern Rilaj, DepithJ Pitblic Works 
Director, City of Phoenix 

Phoenix Benefits from 
Budget Incentives 

You can begin an energy efficiency 
program that uses budget incentives 
at little cost. For example, Phoenix, 
Arizona, began an energy manage- 
ment program in the late 1970s with 
no project funds the first year. 

Several of Plioeirix's iirore srtccessfitl 
projects iirvolved redrtciirg the eirergtj 
coirsrrnrption at the Civic Plaza 
brtildiiig. Tlre city w a s  able to reduce 
the clectricitrj coiisrtiiied in this 
briildiiig by iirore tlrair 5 itrillion 
kilowatt-hortrs per year, saving 
inore tliair $400,000 per year. 

The Phoenix program developed 
slowly. At first, the city focused on 
projects with low costs, such as 
installing inexpensive controls on 
equipment in buildings. The city also 
carried out energy audits of over 
150 city facilities and, in 1978, hired 

a professional energy manager. The 
new manager quickly established 
credibility with the city council by 
documenting savings of over $150,000 
during the following year. In 1980, 
the city council invested $50,000 to 
carry out the recommendations of 
the city's energy audits. Funds from 
energy savings were left in the 
general fund account. 

Then in 1984, the mayor and the 
city council established the Energy 
Conservation Savings Reinvestment 
Plan. Under this plan, the city rein- 
vests 50% of all documented energy 
savings, up to a limit of $500,000, to 
finance energy efficiency capital 
projects for the following year. Some 
"seed" money was provided in the 
early years of the plan. By 1986, 
energy savings exceeded $1 million 
per year and the fund reached its 
limit of $500,000, where it continues 
to the present. 

The fund is used to help departments 
purchase new energy-conserving cap- 
ital equipment. For example, if a 
department needs to buy new energy- 
consuming equipment, such as a 
chiller for air conditioning, the fund 
can pay for the difference between an 
energy-efficient model and a cheaper 
model that is less energy efficient. 

Phoenix's experience with budget 
incentives can probably be repeated 
in your local government. The first 
step to remember is to develop 
accounting and energy planning and 
monitoring capabilities in house. That 
way you can verify the results and 
take advantage of the long-term 
financial benefits of effective energy 
management. W 
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For More Information 
Urban Consortium Energy 

Public Technology, Inc. 
Publications Department 
1301 Pennsylvania Avenue, NW 
Washington, DC 20004 

EREC 
P.O. Box 3048 
Merrifield, VA 22116 

The Energy Efficiency and Renewable Energy 
Clearinghouse (EREC) is a service funded by the 
U.S. Department of Energy to provide informa- 
tion on renewable energy and energy efficiency 
technologies. 

Task Force 

(202) 626-2400 

(800) 363-3732 

City of Phoenix 
Bill Murphy 
Energy Conservation Administrator 
2631 South 22nd Avenue 
Phoenix, AZ 85009 

Cities and Counties on the Internet 
Interested in more energy-saving ideas for 
y o u  community? This fact sheet and others 
are available on-line. Go to the Energy Effi- 
ciency and Renewable Energy Network at: 
http://xvww.eren.doe.gov; find Alphnbetiml 
Listing of nll Sites; click on Eiiergj Sohitionsfor 
Cities niid Cormties. 

(602) 262-6011 

. -- 

DOE Regional Support Offices 
The DOE Office of Energy Efficiency and Renewable Energy reaches out to the states and 
private industry through a nehvork of regional support offices. Contact your DOE regional 
support office for information on energy efficiency and renewable energy technologies. 
Atlanta DOE Support Office 
730 Peachtree Street, NE, Suite 876 
Atlanta, GA 30308 

(Serves: AL, AR, FL, GA, KY, MS, NC, PR, 

Boston DOE Support Office 
One Congress Street, 11th Floor 
Boston, MA 02114 

(Serves: CT, MA, ME, NH, NY, RI, VT) 
Chicago DOE Support Office 
One South Wacker Drive, Suite 2380 
Chicago, IL 60606 

(Serves: IA, IL, IN, MI, MN, MO, OH, WI) 

Denver DOE Support Office 
2801 Youngfield Street, Suite 380 
Golden, CO 80401 

(Serves: CO, KS, LA, MT, ND, NE, NM, 

Philadelphia DOE Support Office 
1880 JFK Boulevard, Suite 501 
Philadelphia, PA 19103 

(Serves: DC, DE, MD, NJ, PA, VA, WV) 
Seattle DOE Support Office 
800 Fifth Avenue, Suite 3950 
Seattle, WA 98104 

(Serves: AK, AZ, CA, H, ID, NV, OR, 

(404) 347-2837 (303) 231-5750 

SC, TN; Territory, VI) OK, SD, TX, UT, WY) 

(617) 565-9700 (215) 656-6950 

(312) 353-6749 (206) 553-1004 

WA) 

Sonie of the informtion for this docnment cnirie froin 
"The Itnpnct of Biidgetnry Incentives on Energj 
Mniingenient," City of Hoitston, Depnrtnient of 
Finmice niid Administrntion; published by the Urban 
Consortinni Energj Tnsk Force, DG/87-314,2990, mid 
pnrtinlly sponsored by DOE. 

This document was produced for the U.S. 
Department of Energj (DOE) by the 
National Renewable Energj Labomtoy, a 
DOE national laborntoy. The document 
was produced hj the Technical Information 
Program, tinder the DOE Office of Enerpj 
Efficiency and Renewable Energy. 
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