ETIPS – August 4, 2009

This week's edition of ETIPS will bring you up to date on the "Crush for Credit" rebate proposals before Congress.

Background
"Crush for Credit" is a federally funded rebate program (proposal) to encourage end users to replace older, inefficient electric motors with NEMA Premium®.  Similar in concept to the much-publicized "Cash for Clunkers" auto credit, the old motor must be taken out of service in order to claim credit.  End users can earn $25 per HP toward the purchase of a new NEMA Premium® motor, and the entity that administers the rebate and permanently removes the old motor from service can earn $5 per HP.  The American legislative process requires passage of program-related bills and appropriation (funding) legislation in order to become effective.  Simply stated, ultimate passage of "Crush for Credit" relies upon money being available to fund the program.  The funding may come via "stimulus" funds made available in the American Recovery and Reinvestment Act (ARRA), or from the annual federal appropriations bills.  It is also important to understand that our Federal Government runs on a fiscal year, running Oct 1-Sept 30.  FY2010 begins October 1, 2009 and runs through September 30, 2010.  As such, and upon passage of the "Crush for Credit" bill, the actual implementation date could vary from what each chamber of Congress is proposing.  Since the bills are different from one another (see below), upon passage by the Senate, a Conference Committee is formed to present a Conference Report, which is a reconciliation of House and Senate bills. If the compromise bill passes, it will then be presented to President Obama for his signature or veto.

Funding

The "Crush for Credit" provision contained in the Senate's version of the "Energy Policy and Conservation Act" (EPCA) runs for five years, and includes the following proposed funding:

· $80,000,000 in FY2010

· $75,000,000 in FY2011

· $70,000,000 in FY2012

· $65,000,000 in FY2013

· $60,000,000 in FY2014

This isn't a lot of money.  For example, $80M in FY2010 at $30/HP = 2.7M HP.  2.7M HP / average motor HP rating (~7.5HP) = 350,000 motors.  My point is that this money will be gone as quickly as the "Cash for Clunkers" funding...and my real point is, you better be telling our customers about this NOW or they will miss out on the rebate.  You can bet our competitors are telling their customers...and maybe ours too.

Current status
The House of Representatives Bill "H.R. 2454" was passed on June 26, and includes an effective date of FY2011.  Senate Bill "S. 1462", on the other hand, is expected to be voted on no sooner than October, 2009; the Senate version calls for an effective date of FY2010.  The scope of each Bill is different, in that H.R. 2454 includes climate change legislation ("Cap and Trade") and S. 1462 is focused only on energy conservation.  Meanwhile, there has been no effort expended on the part of the Department of Energy (DOE) to develop rules and/or any other administrative details as to how a rebate would be claimed in this program.  NEMA members have been given an opportunity to develop language associated with this, but a draft has not yet been submitted to DOE.  There is strong support in both chambers for energy conservation measures; therefore, "Crush for Credit" has a high likelihood of passage.  On the other hand, the "climate change" language in the House version, which includes a "Cap and Trade" provision in which entities with higher than standard environmental emissions would either be penalized with higher taxes or be allowed to "buy" credits from those entities with lower emissions, has less universal support in Congress...particularly among non-coastal states.

Summary

"Crush for Credit" has wide-scale, bipartisan support in Congress, our President will most assuredly sign the Bill into law, the provision saves energy, creates jobs and will stimulate demand for Marathon Electric NEMA Premium® motors.  Opportunity is knocking, and we will be ready to capitalize on it when...not if...the proposal becomes law.  Regardless of this particular rebate program's status, many states and utilities currently offer incentives for use of premium efficiency electric motors.  Next week's issue of ETIPS will provide a web link to access programs across the U.S.

