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Preface

EPA’s State Climate and Energy Program is pleased to release the 2015 Energy and Environment Guide to
Action: State Policies and Best Practices for Advancing Energy Efficiency, Renewable Energy, and Combined
Heat and Power. The Guide to Action, which EPA first released in 2006, is a cornerstone resource of EPA’s
State Climate and Energy Program, a voluntary program that helps states develop policies and programs that
can reduce greenhouse gas emissions, lower energy costs, improve air quality and public health, and achieve
economic development goals. The Guide to Action provides in-depth information about over a dozen policies
and programs that states are using to meet their energy, environmental, and economic objectives with
energy efficiency, renewable energy, and combined heat and power. Each policy description is based on
states’ experiences in designing and implementing policies, as documented in existing literature and shared
through peer-exchange opportunities provided to states by EPA’s State Climate and Energy Program.

The Guide to Action is intended for use by state energy, environment, and economic policy-makers and
regulators. States are encouraged to use the Guide to Action to help design and implement energy efficiency,
renewable energy, and combined heat and power, which may help meet the state’s own energy,
environment, and economic policy objectives. Any comments, questions, and corrections related to the
Energy and Environment Guide to Action and EPA’s State Climate and Energy Program can be directed to the
contacts provided on page ES-17.

n Preface
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Executive Summary

Introduction and Background

In 2006, the U.S. Environmental Protection Agency (EPA) Who Should Use the Guide to Action?
issued the Clean Energy-Environment Guide to Action to help The Guide to Action is written for state air,
state policy-makers learn about what other states were energy, environmental, and economic policy-

makers who want to learn about proven state
clean energy policies and implementation
best practices so they can:

doing to bring clean, cost-effective, reliable energy to the
marketplace. States have long served as policy pioneers,
particularly when it comes to energy efficiency, renewable

energy, and combined heat and power (CHP). The original 0 Develop a clean energy strategy

appropriate for their state.

Clean Energy-Environment Guide to Action’s intent was to o Boost existing efforts to achieve a
gather and share information about proven state best cleaner, more efficient energy system.
practices, successful strategies, and lessons learned. o ldentify the roles and responsibilities of

key decision-makers.

Since the original Guide to Action was issued, states have o Access technical assistance, resources,
and tools available for state-specific

continued to break new ground in these policy areas as they analyses and program implementation.
adjust to market needs, take advantage of technology
breakthroughs, and achieve their energy and environmental goals. For example, as of March 2015:

e Twenty-seven states have adopted energy efficiency resource standards (EERSs), up from seven in 2005.
Mandatory EERSs have increased from two to 23 states. See Figure ES.1.

e Thirty-seven states and Washington, D.C. have adopted renewable portfolio standards (RPSs) that
increase the amount of wind, solar, biomass, and other renewable resources in their energy portfolios.
Twenty-nine states and Washington, D.C. have mandatory RPSs (DSIRE 2015). This is an increase from 23
states with some form of RPS in 2005 (EPA 2006).

Still, many states can implement new policies and do more to strengthen their existing energy efficiency,
renewable energy, and CHP efforts.

Figure ES.1: States with EERSs: 2005 and 2015
2005 2015

. Energy Efficiency D Energy Efficiency D Indirect
Portfolio Standards Portfolio Standards Standards . Mandatory (23) . Voluntary or eligible under RPS (4)
Adopted Under Development

Sources: 2005 map from EPA 2006; 2015 map from ACEEE 2014b and DSIRE 2015.

Executive Summary




ﬁ[‘.l\gl EPA Energy and Environment Guide to Action

State Climate and Energy Pragram

EPA is pubhshmg this updét_e, the Energy and-Enwronment _ What's New in the Updated Guide to
Guide to Action: State Policies and Best Practices for Advancing Action?

Energy Efficiency, Renewable Energy, and Combined Heat and
Power (Guide to Action), to gather the latest best practices and
opportunities that states are using to invest in energy

Over the last 10 years, states have made
great progress with their clean energy
policies. The new Guide to Action includes

efficiency, renewable energy, and CHP in service of their the following updates:

environmental, energy, and economic goals. The 2015 Guide to o Al case studies and examples have

Action describes over a dozen state policies, details the best been updated to reflect new or refined

practices and attributes when designing and overseeing state approaches.

effective state policies and programs, identifies key o  Best practices have been updated to
. . reflect current thinking.

stakeholders to engage during policy development and , . .

K . R K . o Discussions of evaluation approaches

implementation, and provides resources for more information. have been strengthened to reflect

Each policy description is based on state experiences in improved state practices.

designing and implementing policies, as documented in existing o New resources have been added to help
literature and shared through peer-exchange opportunities states design and implement policies.
provided to states by EPA’s State Climate and Energy Program.

Why Energy Efficiency, Renewable Energy, and CHP?

States have found that investing in energy efficiency, renewable energy, and CHP is a cost-effective way to
meet their energy needs while reducing harmful greenhouse gas (GHG) emissions and other air pollutants,
lowering energy costs, and potentially improving the reliability and security of the nation’s energy system.
Fossil-fueled electricity generation is a major source of air pollutants that form ground-level ozone and fine
particulate matter, as well as over 30 percent of GHGs in the United States (EPA 2014a). Using energy
efficiency, renewable energy, and CHP helps reduce or avoid environmental and related public health
problems.

What Are Energy Efficiency, Renewable Energy, and CHP?

The policies discussed in the Guide to Action include demand- and supply-side strategies to meet energy demand and
reduce peak electricity system loads in a clean, reliable, and cost-effective manner. These strategies generally fall within
the following categories:

Energy efficiency reduces the amount of energy needed to provide the same or improved level of service. Common
energy efficiency measures include hundreds of technologies and practices for practically all end-uses across all sectors
of the economy.

Renewable energy comes from sources that replenish themselves over time. Renewable energy definitions vary by
state, but usually include solar, wind, geothermal, biomass, biogas, and low-impact hydroelectric power.

CHP, also known as cogeneration, is a clean, efficient approach to generating both electric and thermal energy from a
single fuel source.

States are finding that investing in energy efficiency, renewable energy, and CHP also creates jobs. The U.S.
energy efficiency and renewable energy sectors employed over 566,000 people in 2010, with job growth
rates exceeding 2.5 percent annually from 2003 to 2010 (Brookings 2011; EPA 2014b). States and the U.S.
energy industry face many challenges in providing affordable, clean, and reliable energy in today’s complex
energy markets. States have found that reducing electricity demand through energy efficiency and
introducing new, cleaner forms of electricity generation can save money for all customer classes, reduce GHG
emissions, and help ensure that the grid continues to meet our energy needs.
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Opportunities for State Action

Many states have already implemented policies and programs to increase energy efficiency, renewable
energy, and CHP. States can learn from each other to adopt new policies and improve their existing policies
and programs. This Guide to Action discusses ways that states can capitalize on additional, cost-effective
clean energy potential and reap multiple benefits in the following areas:

e Developing a clean energy strategy. State energy efficiency, renewable energy, and CHP policies are
typically developed and implemented across multiple agencies and regulatory jurisdictions. States are
finding that developing these policies in conjunction with broad planning processes, such as
comprehensive energy and air quality planning or statewide sustainability planning, can help ensure that
relevant stakeholders are involved and that the policies are recognized as possible strategies to meet
multiple policy goals; they may also provide an opportunity for regional collaboration.

e Energy efficiency. States have found that cost-effective energy efficiency can make a significant dent in
future energy demand while also benefitting the environment, economy, and energy system. There is still
a lot of potential: study estimates vary, but most show that achievable potential on the order of 15 to 20
percent of U.S. electricity demand could be met through energy efficiency over the next 10 to 15 years
(ACEEE 2008; ACEEE 20144a; Sreedharan 2013). A little more than half of all states have enacted EERSs,
which require that retail electricity distributors meet a specific portion of their electricity demand
through energy efficiency; this is an option that could be explored by other states.

To maximize energy efficiency deployment, states use programs funded by electricity customer fees,
federal grants, capacity markets, or emissions allowance auctions. State energy efficiency programs can
also coordinate with weatherization assistance programs to leverage an additional funding source while
also ensuring complementary energy efficiency program design and implementation for low-income
residential customers. They also take advantage of technical assistance and tools available from federal
programs such as ENERGY STAR®.

e Renewable energy. States have found that the cost of renewable energy technologies has fallen
significantly in recent years, creating new policy opportunities. States that do not already have RPSs are
considering developing them. An RPS provides a clear and long-term target for renewable energy
generation that can increase investors’ and developers’ confidence in the prospects for renewable
energy and therefore encourage investment. States with existing RPS requirements can actively adjust
their investments and policy approaches to take advantage of cost-competitive, new, renewable energy
technology.

e CHP. Most existing CHP capacity (over 80 percent) is located at industrial manufacturing facilities;
however, states have found that this trend is changing. States are increasingly focusing on the potential
for adding CHP in a variety of ways, including district energy systems at universities and downtown areas,
industrial-scale CHP in many industry sectors (e.g., chemicals, paper, and food manufacturing), and in
commercial buildings such as hotels and casinos.

e Leading by example. For years, many states have been leading by example by establishing policies that
reduce emissions and achieve substantial energy cost savings within state facilities, fleets, and
operations. In doing so, they have demonstrated environmental leadership and raised public awareness
of the benefits of energy efficiency, renewable energy, and CHP. Since leading by example can involve a
wide range of policies that potentially cover all state agencies, local governments, schools, and other
public sector organizations, there are likely additional ways states can redouble their efforts to lead. The
Guide to Action describes the full suite of state lead by example options.

Executive Summary m




ﬁ[‘.l\gl EPA Energy and Environment Guide to Action

State Climate and Energy Pragram

The Guide to Action: Overview

This Guide to Action covers state energy efficiency, renewable energy, and CHP policies and is organized in

the following chapters:

Chapter 2: “Developing a State Strategy.” Describes processes states have used to engage stakeholders;
assess their resource potential and policy opportunities; and develop a comprehensive, statewide strategy
that provides clean, low-cost, reliable energy while achieving state energy, environmental, and/or economic

goals.

Chapter 3: “Funding and Financial Incentive Policies.”
Describes how states are using targeted funding and
incentive programs to increase investment in clean energy
technologies and services by residents, industries, and
businesses.

Chapter 4: “Energy Efficiency Policies.” Describes how
states are encouraging energy efficiency improvements
through programs, standards, and codes.

Chapter 5: “Renewable Portfolio Standards.” Offers a
range of strategies and approaches that states are using to
promote renewable energy.

Chapter 6: “Policy Considerations for Combined Heat and
Power.” Describes options states have used to capture
CHP’s environmental, energy, economic, and reliability
benefits, either by providing CHP-specific incentives or
incentivizing CHP with other similar technologies or fuel
types.

Chapter 7: “Electric Utility Policies.” Offers details on a
variety of strategies that states have used to further
promote energy efficiency, renewable energy, and CHP.
These strategies include electricity resource planning and

States Are Developing Strategies for
Implementing Energy Efficiency,
Renewable Energy, and CHP

States across the nation are setting
environmental and energy targets and identifying
the best ways to reach those targets.

As of September 2014, 20 states and
Washington, D.C., have set targets for GHG
reductions. States have found that energy
efficiency and renewable energy policies are
often key to achieving these goals. For example,
Oregon’s 10-Year Energy Action Plan sets GHG
reduction targets and aims to meet 100 percent of
new electric load growth through energy
efficiency.

Pennsylvania recently commissioned a study,
Electric Energy Efficiency Potential for
Pennsylvania, which provides detailed information
on the energy efficiency measures that are the
most cost-effective and have the greatest
potential energy savings.

New York commissioned the Energy Efficiency
and Renewable Energy Potential Study of New
York State, which identified energy efficiency
policies that would yield about $30 billion in net
economic benefits, as well as solar and wind
energy technology with the highest potential for
in-state renewable energy sources.

procurement, policies that sustain utility financial health, interconnection and net metering standards,
customer rates and data access, and maximizing grid investments to achieve energy efficiency and improve

renewable energy integration.

Table ES.1 provides an overview of the policies described in the Guide to Action, as well as the energy
resources targeted by each policy. These policies were selected because of their proven effectiveness; their
ability to help overcome the barriers states face as they promote energy efficiency, renewable energy, and
CHP; and their successful implementation by a number of states. The information presented about each
policy is based on proven models, state experiences, and lessons learned.
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Table ES.1: Summary of Policies by Type of Energy Resource

G:;Zi':o E_nt?rgy Renewable

Section Efficiency Energy
Funding and Financial Incentives Policies 3 ° ° °
Energy Efficiency Policies 4 ° ° °
Energy Efficiency Resource Standards 4.1 ° °
Energy Efficiency Programs 4.2 °
Building Codes for Energy Efficiency 4.3 °
State Appliance Efficiency Standards 4.4 °
Lead by Example 4.5 ° ° °
Renewable Portfolio Standards 5 ° °
Combined Heat and Power 6 ° ° °
Electric Utility Policies 7 ° ° °
Electricity Resource Planning and Procurement 71 ° ) °
Policies that Sustain Utility Financial Health 7.2 ° ° °
Interconnection and Net Metering Standards 7.3 ) °
Customer Rates and Data Access 7.4 ° ° °
Ma'xi.mizing Grid Investments to Achieve Energy . 75 o . .
Efficiency and Improve Renewable Energy Integration

Table ES.2 (at the end of this section) presents additional details about each of the policies, including specific
approaches states can use to implement each policy, key design issues and resources, and states that serve
as examples of each policy. (Note that many other states have also implemented these policies; for more
information, see the policy sections in the Guide to Action.) A brief description of each of the 14 policies
follows, including highlights of state experiences with each policy.

Developing a State Strategy

Rather than evaluating individual policies in isolation, states have found that an overarching strategy for
developing energy efficiency, renewable energy, and CHP can help articulate goals and identify the best ways
to meet them. Goals include reducing energy consumption by a certain amount; achieving a certain
percentage of renewable energy in the energy mix; or lowering GHG emissions to a certain level with energy
efficiency, renewable energy, and CHP. States have found that goals can be performance-based, with a focus
on reliability, or cost-based, with a focus on reducing energy costs. There are many ways to meet most goals;
developing a comprehensive strategy for meeting them ensures that efforts are focused appropriately.

States have found that the main steps in developing a comprehensive energy efficiency, renewable energy,
and CHP strategy generally include:

e Engaging with key state agency officials and stakeholders (because decisions related to the electricity
system cut across multiple jurisdictions).

e C(Clarifying state priorities and goals for energy.
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e Developing a baseline and forecast to understand current conditions and future trends relevant to the
state’s energy and/or environmental goals.

e Assessing energy efficiency, renewable energy, and CHP potential.

e Identifying policy and program options, including enhancing existing policies as well as implementing
new ones.

e Estimating potential policy and program impacts.
e Prioritizing policies and programs relative to the state’s goals.

e Developing an implementation strategy that defines responsibilities, actions, a schedule, and a
mechanism for monitoring and reporting.

The order of these steps varies from state to state. For example, some states first develop broad goals for
energy efficiency, renewable energy, and CHP, which may be based on regional goals or agreements, other
state activities, or political considerations; they then determine the most effective ways to achieve their
goals. Alternatively, some states first conduct thorough analyses of their clean energy potential, then
evaluate policy options and assess related opportunities before determining a goal. This range of approaches
to goal-setting allows each state to proceed in a manner suited to local circumstances.

Funding and Financial Incentives

States that are promoting energy efficiency, renewable energy, and CHP provide different degrees of funding
opportunities and financial incentives. Revolving loan funds, property assessed clean energy (PACE)
financing, energy savings performance contracting, credit enhancement, and energy efficiency mortgages are
all state funding strategies that help lower the upfront costs of investing in new technology, reducing one of
the major barriers to wider adoption. Financial incentives that lower this cost barrier include grant programs,
rebate programs, performance-based incentives, and tax incentives.

When designing effective funding and financial incentive programs, states typically keep four general
principles in mind:

e Focus on specific markets and technologies and select them based on technical and economic analyses of
those markets and technologies.

e Use financing and incentives as part of a broader package of policies to encourage investments to
maximize the success of all of the policies.

e Establish specific technical and financial criteria to define the types of eligible projects.

e Track details of program costs and energy savings/production to ensure that the programs can be
evaluated for cost-effectiveness and improved.
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States Are Supporting Energy Efficiency, Renewable Energy, and CHP with Funding and Financial
Incentives

o The Home Energy Rebate Program, administered by the Alaska Housing Finance Corporation, provides up to
$10,000 in rebates to homeowners who make energy efficiency improvements to an existing home, and up to
$10,000 for the construction of a qualified energy-efficient new home.

o North Carolina offers a renewable energy tax credit equal to 35 percent of the cost of eligible renewable energy
property that is constructed, purchased, or leased by a taxpayer.

o The Connecticut Commercial Property Assessed Clean Energy program allows commercial, industrial, and
multifamily property owners to finance energy efficiency and clean energy improvements through a special
assessment on their property tax bill, which is repaid over a period of up to 20 years.

o The New Jersey Energy Resilience Bank provides funding to support energy infrastructure projects that will address
energy vulnerabilities and maximize energy resilience by supporting projects such as fuel cells, CHP, solar with
storage, and dynamic microgrids.

Promoting Energy Efficiency

States have found that saving energy through energy efficiency improvements can cost less than generating,
transmitting, and distributing energy from power plants. These improvements also provide many other
benefits, including reduced peak loads, lower electricity bills, reliable grid support, reduced air emissions, and
improved public health. States have adopted many policies that support cost-effective energy efficiency
programs by removing key market, regulatory, and institutional barriers that hinder investment in energy
efficiency by consumers, businesses, utilities, and public agencies. The Guide to Action describes four energy
efficiency policies that states have successfully implemented to support greater investment in, and adoption
of, energy efficiency.

Energy Efficiency Resource Standards

EERSs are set by state legislatures and require that energy providers meet a certain portion of their electricity
demand through energy efficiency. EERSs usually take the form of multi-year targets that utilities or other
retail distributors must meet, such as a requirement to meet 10 percent of annual energy demand or a
certain percentage of retail sales through energy efficiency.

While EERSs set a specific target for energy savings, state policy-makers and utilities usually have some
flexibility to explore the best strategies for meeting those targets. Utilities and other program administrators
often meet these targets through customer energy efficiency programs, such as offering rebates for energy-
efficient appliances or light bulbs. Some states also achieve EERS targets using other approaches, such as
peak demand reductions, building codes, and CHP. EERSs have been a major force behind the adoption of
energy efficiency programs, such as those described below.

States have found that effectively designed and explicit EERSs, based on sound analyses of technical,

economic, and achievable potential, can help ensure that energy efficiency opportunities are pursued to
meet electricity demand at least cost.
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States Are Establishing EERSs

As of March 2015, at least 27 states have set some sort of energy efficiency requirement or goal. Most of these EERSs
have been highly successful: states generally exceeded their savings targets in 2012, with overall savings of 20 million
megawatt-hours (MWh)—surpassing combined targets of 18 million MWh (ACEEE 2015).

o In Arizona, the state’s largest utility reported a net benefit to consumers of more than $200 million in 2012 alone as
a result of the state’s EERS. In total, Arizona’s electric utilities saved 693 gigawatt-hours in 2012, equivalent to 1.66
percent of retail sales.

o Following the passage of Assembly Bill 2021 in 2006, the California Energy Commission (CEC), CPUC, and other
stakeholders were required to develop a statewide estimate of all cost-effective electricity and gas savings and to
develop annual energy savings and demand reduction goals for the state’s four largest IOUs. This study must be
updated every 3 years. From 2006 to 2014, accounting for program and customer costs, California’s EERS program
has resulted in overall savings of $1.8 billion.

o The lllinois Power Agency Act of 2007 sets incremental electric and gas savings, ramping up from 0.2 percent
electricity savings in 2008 to 2 percent in 2015 and thereafter. lllinois electric utilities ComEd and Ameren both
exceeded their electricity savings goals for each of the first 5 years of the EERS.

o In Pennsylvania, all utilities met or exceeded the EERS goal of achieving 10 percent energy savings from
government buildings, nonprofits, and schools by 2013.

Energy Efficiency Programs

States develop energy efficiency programs to lower customers’ energy costs, reduce the need for new power
system capacity, meet energy savings goals, stimulate local economic development and new jobs, and reduce
the environmental and health impacts of meeting electricity service needs. Energy efficiency programs help
educate consumers about the benefits of energy-efficient purchases or actions, and help overcome costs and
other barriers that prevent households and businesses from investing in energy efficiency improvements.
State agencies that deliver Low-Income Home Energy Assistance Program assistance also help implement
energy efficiency programs to improve energy affordability.

States rely on a combination of authorities and funding sources to administer and oversee successful energy
efficiency programs. In most states, energy efficiency programs are funded through modest electricity
surcharges on customer bills. This funding is used to cover the costs of designing and implementing the
programs, as well as incentives paid to customers.

States are finding that energy efficiency programs significantly reduce electricity demand at a relatively low
cost. In 2012, energy efficiency programs in 48 states reported energy savings. Well-designed and
administered energy efficiency programs have reduced demand at a lower cost than generating electricity,
and have also helped create local jobs by lowering energy costs and stimulating new public and private sector
investments.
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States Are Establishing Energy Efficiency Programs

As of 2013, 48 states and Washington, D.C., have energy efficiency programs. State funding for electricity energy
efficiency programs increased from $1.6 billion in 2006 to $6.3 billion in 2013 (ACEEE 2014c).

o Massachusetts first required electric utilities to provide energy efficiency programs through public benefits funds
during its restructuring of the industry in 1997. In January 2013, the Department of Public Utilities approved the
second 3-year (2013—-2015) electric and gas energy efficiency plans under the Green Communities Act, calling for
savings to increase to 2.6 percent in 2015.

o In 2009, Missouri enacted Senate Bill 376, the Missouri Energy Efficiency Investment Act (MEEIA). MEEIA requires
Missouri’s investor-owned electric utilities to capture all cost-effective energy efficiency opportunities. The Missouri
Public Service Commission’s rule to implement the MEEIA sets out voluntary goals for electric utilities to achieve
0.3 percent annual savings in 2012, ramping up annually to 1.7 percent in 2019, for cumulative annual savings of
9.9 percent by 2020. In 2011, Missouri’s energy efficiency programs resulted in savings of 369,000 MWh.

o In 1999, Vermont authorized the Vermont Public Service Board to collect a volumetric (per kilowatt-hour [kKWh])
charge on all electric utility customers’ bills to support energy efficiency programs. In 2012, Vermont’s budget for
electricity efficiency programs was almost $40 million, making up 5.2 percent of statewide utility revenues; its
budget for natural gas efficiency programs was $2 million.

Building Energy Codes

Building energy codes require new building construction, as well as major renovations to existing buildings,
to meet minimum energy efficiency requirements. These codes are intended to reduce the building’s energy
needs throughout its lifetime. With these codes, states require certain construction practices that can
achieve significant energy and cost savings for building owners and occupants with little to no increase in
total construction costs.

The U.S. Department of Energy (DOE) estimates that building codes will result in more than 14 quadrillion
British thermal units of energy savings from 2009 to 2030. These energy savings will translate to significant
economic benefits for consumers and businesses. DOE estimates that building energy codes will result in a
financial benefit of nearly $2 billion annually by 2015 and more than $15 billion annually by 2030. The
projected savings from energy codes also translates to an estimated cumulative savings of 800 million metric
tons of carbon dioxide by 2030—equivalent to removing 145 million vehicles from our nation's roadways (DOE
2014).

State and local governments have already made progress with codes. However, states have found
opportunities to realize further energy savings by adopting new and more efficient codes and by improving
code compliance. DOE estimates that upgrading from the 2006 to the 2012 International Energy Conservation
Code (IECC) would reduce energy costs to homeowners by an average of 32.1 percent (DOE 2012).

States Save Energy with Building Codes

As of March 1 2015, 41 states (including Washington, D.C.) have a state-level residential building energy code equal-
or-better than the 2006 IECC; 42 states (including Washington, D.C.) have a state-level commercial building energy
code equal-or-better than ASHRAE Standard 90.1-2004 (BCAP 2015).

o California’s Title 24 standard for residential and commercial buildings is a mandatory, statewide building energy
code that is more efficient than the 2012 IECC and ASHRAE 90.1-2010. California’s building energy code differs
from other state codes in that it affects the process of building design and construction verification more thoroughly.

o Massachusetts was the first state to adopt an above-code appendix to its state building energy code in 2009. One
hundred twenty-two communities in Massachusetts adopted this voluntary code. The state government adopted
new codes in 2014, which are expected to save $144 million annually by 2030.

o lllinois adopted the 2012 IECC on January 1, 2013, and has set up an aggressive system for implementing future
updates to energy building codes. DOE expects lllinois’ energy cost savings to reach $270 million annually by 2030.
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State Appliance Standards

State appliance efficiency standards establish minimum energy efficiency levels for appliances and other
energy-consuming products. These standards typically prohibit the sale of less efficient models within a state.
Many states are implementing appliance and equipment efficiency standards for products that are not
already covered by the federal government, and are finding that they offer a cost-effective strategy for
improving energy efficiency and lowering energy costs for businesses and consumers.

Appliance standards help overcome barriers such as “split incentives,” whereby the individual purchasing the
appliance (such as a builder or landlord) is not the individual who benefits from the energy savings. The
purchaser therefore has little incentive to spend the time identifying or incurring the additional cost of the
most efficient model. Standards also help overcome the barrier of “panic purchases,” whereby homeowners
purchase appliances on an emergency basis (when the previous model breaks down) and do not have time to
research the most efficient options.

Efficiency standards can play a significant role in helping states meet energy savings goals. In California, for
example, draft regulations for 15 new appliance standards are expected to save 50 billion gallons of water,
1,400 megawatts (MW) of peak electricity, 9,800 gigawatt-hours (GWh) of electricity, and 162 million therms
of natural gas per year, all while providing $2 billion in energy cost savings annually (CEC 2014).

States Are Setting Efficiency Standards for Appliances

As of February 2014, 12 states and Washington, D.C., have passed legislation to adopt appliance efficiency standards
for 16 types of appliances not covered by federal standards.

o California’s energy efficiency standards cover more than 50 products. Since California’s appliance standards

program was first established, it has saved consumers over $75 billion on electricity bills alone.

o Connecticut has adopted or plans to adopt nine appliance standards that are not currently covered by federal
standards. These appliances include bottle-type water dispensers, commercial hot food holding cabinets, hot tubs,
swimming pool pumps, compact audio equipment, DVD players and recorders, and televisions.

o Oregon’s standards cover bottle-type water dispensers, hot food holding cabinets, compact audio devices, DVD
players and recorders, and portable electric spas. In 2013, Oregon passed Senate Bill 692, which added standards
for televisions and battery chargers effective in 2014, as well as double-ended quartz halogen lamps effective in
2016. These new standards are expected to save 244 GWh and $22 million annually in energy costs by 2020.

Lead by Example

Lead by example initiatives include a range of programs and policies that states and municipalities can pursue
to increase energy efficiency, renewable energy, and CHP in their facilities, fleets, and operations. For
example, many local governments require their agencies to purchase a certain amount of renewable energy,
install solar panels, adopt certain energy efficiency measures, or achieve specific levels of energy savings.

States have found that lead by example initiatives are important because they are uniquely positioned to use
their purchasing power, significant scope of operations, and visibility to demonstrate the value and benefits
of energy efficiency, renewable energy, and CHP. State and local governments are also positioned to support
similar actions among other local governments, schools, colleges and universities, parks and recreation
facilities, and other public sector organizations. Public agencies collectively oversee a large amount of
building space, vehicle fleets, and energy use, meaning that changes implemented for public agencies can
have significant impacts.
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In this way, state lead by example initiatives help demonstrate to home and business owners that energy
efficiency, renewable energy, and CHP measures are feasible and can result in real savings. They also offer
opportunities to achieve substantial energy cost savings, demonstrate environmental leadership, and raise
public awareness of the benefits of clean energy technologies.

States Are Leading by Example
Many states and local governments have lead by example initiatives. For example:

o New Hampshire’s Executive Order 2011-1 establishes a target to reduce statewide fossil fuel use by 25 percent
from 2005 levels by 2025, with interim goals for 2015 and 2020. Staff must also purchase ENERGY STAR rated
equipment and implement a “clean fleets” program to reduce transportation fuel use.

o Montgomery County, Maryland, led a regional partnership to purchase wind energy. Participating entities include six
Montgomery County agencies and 12 other local government entities. As of 2012, green power was supplying
about 25 percent of the aggregate demand in county facilities.

o The Texas legislature passed Senate Bill 700 in June 2014, which requires state agencies and institutions of higher
education to set percentage goals for reducing their use of water, electricity, gasoline, and natural gas, and to
include those goals in their comprehensive energy plans.

Promoting Renewable Energy: RPSs

An RPS requires electric utilities and other retail electric providers to meet a certain amount of customer
demand with eligible sources of renewable electricity. States have found that an RPS is a useful tool to
increase the amount of renewable energy using a cost-effective, market-based approach. RPSs can be used in
both regulated and restructured electricity markets.

States create RPS programs because renewable energy provides significant energy, environmental, and
economic benefits. These include reduced emissions of GHGs and other air pollutants, reduced waste,
increased energy supply diversity and security, reduced power price volatility, and local economic
development. Many states have also adopted RPS programs to stimulate market and technology
development, with the ultimate goal of making renewable energy competitive with conventional forms of
electric power.

States have found that RPS policies are a key driver for developing new renewable electric generation
facilities, such as wind and solar, in the United States. They have also helped increase how much electricity is
directly generated by homes and businesses. RPSs are attractive to many states because they are an
administratively efficient, cost-effective, market-based approach to achieving renewable electricity policy
objectives.

States Are Setting RPSs

As of July 2014, 29 states and Washington, D.C., as well as the Northern Mariana Islands and Puerto Rico, have
established RPS requirements. An additional nine states, as well as Guam and the U.S. Virgin Islands, have adopted
non-binding renewable portfolio goals. In 2012, state RPS policies applied to 55 percent of all U.S retail electricity sales.

o California’s RPS requirements are among the most aggressive in the country, requiring retail sellers of electricity to
purchase 33 percent renewable electricity by 2020.

o0 Massachusetts has set a state RPS target of 22.1% by 2020. By assigning separate tiers for new and existing
resources, Massachusetts’ RPS encourages development of new renewables while also acknowledging and
providing support to existing renewables.

o Wisconsin’s RPS lists a few non-electrical technologies as eligible resources, specifically solar water heaters; solar
light pipes; ground source heat pumps; and installations that generate output from biomass, biogas, synthetic gas,
densified fuel pellets, or fuel produced by pyrolysis. The state also has regulations that direct how eligible RECs can
be issued from these resources that do not produce electricity.
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Promoting Combined Heat and Power

CHP is a system that simultaneously generates heat and electricity from a single fuel source. States have
found that CHP is a highly efficient way to produce energy because it uses heat that is produced as a
byproduct of electricity generation or industrial sources and would normally be wasted. Thus, CHP systems
are substantially more efficient than traditional electricity generation purchased from the grid. CHP is used in
every state, and is found primarily in areas with high industrial and commercial activity concentrations, high
electricity prices, and policies favorable to CHP.

CHP offers a low-cost approach to adding new electricity generation capacity. Onsite electric generation
reduces grid congestion and improves the electricity distribution system’s reliability. CHP defers the need for
investments in new central generating plants and transmission and distribution infrastructure, helping to
minimize electricity cost increases. It also provides all of the environmental benefits of improved energy
efficiency (e.g., lower emissions of GHGs and other conventional air pollutants).

States use a variety of policies to promote CHP, including encouraging private sector investment,
coordinating at the federal level, partnering with and supporting other states, and identifying investment
models beneficial to the multiple stakeholders involved. In several states, CHP can count toward a renewable
energy or clean energy portfolio standard goal.

States Are Promoting CHP

Many states promote CHP through a variety of strategies and measures. For example, as of 2011, 19 state climate
action plans and 22 state energy plans include CHP provisions, and 26 state portfolio standards include CHP
requirements.

o Kentucky is using a multi-pronged policy approach to advance CHP. It has factored in CHP as part of its efforts to
meet the state energy plan’s GHG emissions reduction target. It has established financial incentives under its
Incentives for Energy Independence Act as well as energy efficiency loans for state government agencies. It also
has interconnection standards in place that take CHP into consideration.

o In California, utilities must prepare an onsite generation forecast as part of their long-term procurement plans.
Onsite generation, of which CHP is a subset, must also be considered as an alternative to distribution system
upgrades by California’s IOUs.

o Inthe 2008 lowa Climate Change Advisory Council Final Report, policy recommendation CRE-12, “Combined Heat
and Power,” suggests promoting CHP across lowa by providing incentives for CHP development. Suggested
incentives include tax credits, grants, zoning provisions, and offset credits for avoided emissions.

Promoting Energy Efficiency, Renewable Energy, and CHP
through Electric Utilities

Electricity Resource Planning and Procurement

Planning and procurement play key roles in increasing clean resources in the electric sector. Since most utility
decisions are long-term in nature, decisions made during the planning and procurement process can have
environmental and economic implications for decades.

Utility planning is an opportunity to examine non-traditional electricity resources such as energy efficiency,
renewable energy, and CHP with the same rigor as traditional generation resources. States are also now
considering anticipated environmental regulations in electricity planning, including promulgated, proposed,
planned, and emerging environmental regulations.
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State environmental and utility regulators are increasingly coordinating and consulting with one another as
they set new policies. This helps ensure that environmental goals are reflected in electricity planning
decisions and vice versa.

States Are Including Energy Efficiency, Renewable Energy, and CHP in Electricity Planning and
Procurement

Most states require utilities to engage in some form of electricity resource planning. As of January 2015, integrated
resource plan (IRP) processes are required or present in more than 30 states; they provide an opportunity for
states to examine how energy efficiency, renewable energy, and CHP affect utility operations, customer costs, system
reliability, and risks. At least 26 states have at least some form of discrete resource approvals through a
Certificate of Public Convenience and Necessity process. Examples of state policies for electricity planning include
the following:

o Nevada IRP rules require that electric utilities submit a plan every 3 years to increase the state’s electricity supply
or the demands made on its system. The state public utility commission (PUC) prescribes the contents of these
plans. Recent changes to the authorizing statutes require that utilities also file plans to reduce emissions from coal-
fired electricity generation plants and replace that capacity with capacity from renewable facilities.

o In Oregon, investor-owned gas and electric utilities file individual 20-year least-cost plans or IRPs with the PUC
every 2 years.

o Many states have benefitted from fostering interagency collaboration during the planning process. In 2007,
Massachusetts consolidated its environmental and energy offices. However, even without combining agencies,
utility and environmental regulators can find many opportunities to coordinate. For example, PUC staff can alert
environmental managers about ongoing planning processes and engage them to vet long-term environmental
outcomes; environmental regulators can similarly alert PUC staff and ratepayer advocates about air and water
permit applications.

Policies That Sustain Utility Financial Health

States have found that well-designed financial incentive structures for utilities encourage them to actively
support demand-side resources such as energy efficiency, distributed renewable energy, and CHP.

Under traditional regulatory approaches, utilities recoup their costs through the amount of energy they sell.
This approach discourages investment in energy efficiency, distributed renewable energy, and CHP, all of
which reduce sales volume—which in turn reduces utility revenue.! To overcome this disincentive, many
states have decoupled utility revenue from sales volumes, whereby utilities are allowed to recover their costs
regardless of projected sales volume. States have found that utility payment structures that ensure program
cost recovery, along with performance-based shareholder incentives, can encourage a lower cost, cleaner,
and more reliable energy system. For example, utilities can be incentivized to encourage energy efficiency,
even though it may reduce the volume of electricity they sell.

Most states have either implemented, or are currently considering, at least one of these forms of decoupling
and incentive regulations.

1 The effect of this linkage is increased in the case of distribution-only utilities, as the revenue impact of electricity sales reduction is
disproportionately larger for utilities without generation resources.
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States are Adopting Policies to Sustain Utility Financial Health
Nearly all states have adopted incentives for demand-side resources. For example:

o Arizona has recently undertaken regulatory efforts to address incentive regulation, approving both performance
incentives and revenue decoupling mechanisms on a case-by-case basis for utilities. The state’s two largest
investor-owned utilities both have partial revenue decoupling mechanisms and performance incentives in place,

o In New York, all six major electric and all 10 major gas companies have revenue decoupling mechanisms in place.
In 2008, the Public Service Commission established incentives for electric utility energy efficiency programs in
which utilities earn incentives or incur negative adjustments based on the extent to which they achieve energy
savings targets.

o In Nevada, 2009 Senate Bill 358 directed the Public Utilities Commission of Nevada (PUCN) to remove financial
disincentives for energy efficiency faced by utilities. In 2010, the PUCN approved a lost revenue adjustment
mechanism for utilities, which allows them to recover lost revenues during annual demand-side management (DSM)
filings. As of March 2015, a docket (12-12030) was open to investigate another method besides lost revenue
recovery to compensate utilities for providing DSM programs. The PUCN has also adopted rules permitting gas
utilities to propose decoupling profits from sales through a revenue-per-customer system.

Interconnection and Net Metering Standards

States have found that using standard interconnection and net metering rules for onsite generation systems
(i.e., systems where customers generate their own electricity), such as renewable energy and CHP,
accelerates the development of clean energy. The requirements for connecting onsite generation systems to
the grid are important, since they affect electrical system safety and reliability. States have found that poorly
designed requirements can create unintentional barriers to onsite generation systems.

Standard interconnection rules stem from state legislation that directs state public utility commissions (PUCs)
to establish uniform processes and technical requirements for grid-connected electric generators. States also
use legislation to direct their PUCs to develop standard net metering rules. Net metering rules often serve as
a form of interconnection policy as well as a cost recovery mechanism for smaller onsite generation systems.
Net metering policies allow onsite generation system owners to receive credit for electricity generated by
their systems that is exported to the utility grid. In effect, customers can bank exported generation to offset
future electricity use they would otherwise have to purchase at the utility’s full retail rate.

Nearly all states have some sort of interconnection or net metering policy; however, many states’ standards
do not currently meet established best practices or model rules. To further the deployment of energy
efficiency, distributed renewable energy, and CHP, states can consider updating and improving their existing
interconnection and net metering policies. Specifically, interconnection and net metering standards must be
sensitive to variations in process, cost, system size, and technology. Also, technical standards, procedures,
and agreements should be transparent and uniform to reduce uncertainty and prevent delays that clean
onsite generation systems can encounter when seeking approval for electric grid connection.

m Executive Summary



EPA Energy and Environment Guide to Action ‘l\

State Climate and Energy Pragram

State Interconnection and Net Metering Standards
Nearly all states have some sort of interconnection or net metering policy.

o Oregon has three separate interconnection standards: one for net metered systems (including its primary IOUs) and
its municipally and cooperatively owned utilities, one for small generator facilities (non-net metered systems), and
one for large generator facilities (non-net metered systems). Both fossil-fueled and renewably fueled net metered
systems, including CHP systems, are eligible for standardized interconnection. Oregon is one of the few states to
receive an “A” grade for both its interconnection and net metering policies in a FreeingTheGrid.org survey of state
policies.

o Utah requires the state's IOU and cooperatively owned utilities serving more than 10,000 customers to offer net
metering to customers who generate electricity. In 2013, FreeingTheGrid.org gave Utah’s interconnection and net
metering policies an “A” ranking based on a scoring system that compares state rules against a standard best
practice model policy. In Utah, renewable fuels, including waste gas and waste heat capture and recovery, are
eligible under the state’s interconnection standards. Only renewably fueled CHP systems are eligible under the
state’s net metering and interconnection standards.

Customer Rates and Data Access

State PUCs have many options for how utilities will charge customers for service. The design of these charges
is often referred to as the customer’s rate structure and includes charges for consuming electricity,
interconnecting with the electricity grid, and generating electricity at the customer’s premises. States have
found that rate structures can either encourage or discourage energy efficiency, renewable energy, and CHP.
For example, increasing customer rates with higher usage under inclining block rates encourages investment
in energy efficiency. States have also found that some rates charged by electric utilities (e.g., standby rates)
may provide a disincentive for customers to invest in distributed renewable energy and CHP, such as solar
panels. This is particularly true when rates are designed to reflect customers relying on grid electricity during
high-cost times only.

Providing customers, utilities, and others access to energy use information is another important way to
incentivize energy efficiency, renewable energy, and CHP. For example, access to energy use data from
tenants in commercial and multifamily residential buildings is critical for building owners and managers to
benchmark energy use, identify the best opportunities for improvement, and measure efficiency effort
impacts. Utilities may also analyze customer data to improve the design and implementation of energy
efficiency and renewable energy programs.

A well-designed and supportive rate structure, complemented by access to energy data, can be critical to
helping customers justify investments and evaluate their impacts.

States Are Using Customer Rates and Data Access to Encourage Energy Efficiency, Renewable
Energy, and CHP

o In New York, the utility Consolidated Edison’s default residential rate is a blend of flat and inclining block rates. The
inclining block rate charges customers approximately 1.3 cents per-kWh more for electricity use exceeding 250
kWh in the summer months.

o In 2010, Hawaii instituted a feed-in tariff for a variety of renewable energy technologies. Owners of eligible onsite
generation installations can sign 20-year contracts with one of the three IOUs in Hawaii. Under these contracts, the
utility agrees to purchase the onsite generation system’s output at a fixed per-kWh price. Eligible technologies
include solar photovoltaic, concentrating solar thermal, in-line hydroelectric, on-shore wind, and all other renewable
technologies that qualify for Hawaii's RPS.

o Access to energy use data is critical for benchmarking energy use in commercial and multifamily buildings;
however, building owners may not have access to whole-building data if tenants pay their bills directly to the utility.
Some states have mandated that utilities provide energy use data to building owners, especially where building
benchmarking is mandated at the state or local level.
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Maximizing Grid Investments to Achieve Energy Efficiency and Improve

Renewable Energy Integration

States have traditionally made electricity grid investments with goals of providing reliable service, alleviating
congestion, recovering from outages, and expanding to meet new or growing customer demand. While these
remain primary goals, leading states are also working to ensure that current and future grid investments are
planned and managed to increase system energy efficiency, support end-use energy efficiency, and
accommodate the anticipated growth in renewable resources.

For example, utilities can reduce energy losses along the distribution system itself, as well as at end-use, by
managing voltage along distribution systems. Throughout the United States, electricity must be delivered to
most customers within a range of voltages. Delivering electricity closer to the lower end of this voltage range
can save customers energy because some equipment operates more efficiently at lower voltage. Some of the
same technologies and strategies used to adjust system voltage can be used to better handle the reactive
power needed to manage current and voltage in alternating current electricity systems—used almost
universally in the United States to deliver electricity to customers. Better reactive power management can
reduce the fuel needed to operate the grid while improving the quality of power delivered to customers.

Many states have found that appropriate management of grid assets is essential to realizing the full extent
of grid investments. Leading states are investing in new technologies and management practices to achieve
energy efficiency and enhance renewable energy integration.

States Planning for Energy Efficiency and Renewable Energy Benefit from Grid Investments

o InIndiana, the legislature created a new tracker, which is overseen by the Indiana Utility Regulatory Commission, to
encourage utility investment in transmission, distribution, and storage system improvements. Before costs can be
passed through to consumers, the utility is required to submit a 7-year plan that is subject to public comment and
approval by the Indiana Utility Regulatory Commission.

o As part of its transition into the next 3-year phase of the EmMPOWER Maryland Energy Efficiency Act of 2008, the
Maryland Public Service Commission approved a proposed utility conservation voltage reduction (CVR) program
and directed all other regulated companies to develop or accelerate CVR programs.

o The Massachusetts Department of Public Utilities issued an order in June 2014 requiring all of the state’s utilities to
develop and submit 10-year grid modernization plans designed to achieve the following goals: minimize outages,
reduce system and customer costs by optimizing demand, facilitate integration and higher penetration of distributed
resources, and improve asset and personnel management.
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State
Examples Key Resources in
Policy Description Specific Approaches  State Policy Considerations in the the Guide to

Guide to Action
Action

Chapter 3: Funding and Financial Incentive Policies

Funding and financing Direct cash Select specific target AK, CA, o Description and
programs, as well as incentives markets and technologies | co CT, HI, key
direct financial (grants, rebates, based on technical and MI. NC. NJ considerations
incentives that enable performance- economic analyses of NY. TX WA of various
residents and based clean energy markets and Y options for
businesses to incentives). technologies. providing
increase energy o Taxincentives. o Create conditions for long- funding and
ffici bl o Loans and term market stability and financial
efficiency, renewable financing growth—i.e., be incentives.
energy, and CHP. programs. predictable and stable. o Discussion of
o Green banking. o Eligibility clearly defined. barriers

addressed by

o Used in conjunction with
each type of

complementary policies, in

support of broader goals. program.

o Track outcomes and costs o Examples of
to allow for program how other
evaluation. states have

implemented
policies.
EERSs encourage or | © EERSSs can be o Determine which entities AR, AZ, CA, | © Information
require that energy mandatory or would be subject to the IL, VT about state
suppliers in their state voluntary. EERS. experiences.
meet a certain o Ultilities often o EERS target can either be o Information
percentage of their have flexibility in a percentage of load (or about
demand forecast how they meet load growth) or a fixed measurement
through energy their EERS number of_energy units. and verification.
efficiency measures targets. When setting the target, Examples of
’ conduct analysis to legislation and
determine realistic PUC
potential for energy rulemakings.

efficiency, as well as the
benefits of different energy
efficiency levels.

o Consider timing and
duration of the EERS.
States have found that
energy efficiency benefits
are usually realized over
the course of many years.

o Need to consider the
interaction with federal and
state policies.
Complementary policies
can help achieve the
EERS targets.
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Policy Description
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State Policy Considerations

State

Examples

in the
Guide to
Action

Key Resources in
the Guide to

Action

establish minimum
energy efficiency
requirements for
residential and
commercial buildings,
thereby setting a
minimum level of
energy efficiency.

requirements for
residential and
commercial
buildings.
Periodic review
and updates to
existing codes.
Code
implementation,
compliance, and
evaluation
assistance.

compliance, and
evaluation approaches.

Work collaboratively with

builders, developers, and
building owners to ensure
compliance.

Establish requirements
and process for
periodically reviewing and
updating codes to reflect
changes in building
technology and design.

Promote “beyond code”
building programs to
achieve additional cost-
effective energy efficiency.

Energy efficiency Program Determine who will MA, MO, Discussion
programs can specifics can vary administer energy MS, VT about
contribute to EERSs widely, but efficiency programs. identifying key
help reduce demand, funding might be States have found that it is players and
or achieve other state used to provide usually beneficial to establishing
goals. rebates for establish a portfolio of funding
ener.gy-effICIent programs, and any Sing|e sources.
appliances, program may not be Information
encourage sufficient to meet goals. about
building retrofits, evaluating the
or provide cost-
upstream effectiveness of
incentives to programs.
|ncr$as$ ; Overview of
availabi |ty 0 program
energy efﬂme_ncy evaluation,
tﬁchnol?(gles In measurement,
the market. and verification.
Building energy codes Minimum energy Develop effective program | AZ, CA, IL, Information
efficiency implementation, MA, TX about individual

state codes.
Best practices
for energy code
implementation.
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Policy Description

Specific Approaches

State Policy Considerations

State
Examples
in the
Guide to
Action

Key Resources in

the Guide to
Action

the feasibility and
benefits of energy
efficiency, renewable
energy, and CHP to
the larger market.

RPSs establish
requirements for
electric utilities and
other retail electric
providers to serve a
specified percentage
or amount of
customer load with
eligible renewable
sources.

0o

o

o

Promoting
specified
technologies
through
technology tiers
and credit
multipliers.
Allowing
alternative
compliance
payments.
Allowing trading
of renewable
energy
certificates.

(0]

Develop broad support for
an RPS, including top-
level offices of the state
government, by performing
studies that analyze job
creation, economic
development, and
customer bill impacts.

Specify which renewable
energy technologies will
be eligible.

Allow utility cost recovery,
establish cost caps, and
consider flexible
compliance mechanisms.

CA, MA, NJ,
RI, WI

State appliance 0 Minimumenergy | o Identify products not CA,CT,OR | © General and
efficiency standards efficiency levels covered by federal law that state-specific
set minimum energy for consumer have potential for notable information
efficiency standards products gnd efficiency improvements. about
for equipment and commercial o Use established test standards.
appliances not equipment. methods to set efficiency o Information on
covered by federal o Periodic Ievel_s for the state products
efficiency standards evaluation and appliance standards. covered under
' review of o Consider implementation some state
standards, issues, including product standards.
markets, and certification, labeling o Examples of
product requirements, and enabling
applications. enforcement. legislation and
state
rulemakings.
Lead by example o Energy savings o Collaborate across public CA,NH, TX | © Information on
programs support a targgts for public agencies, local program
range of activities buildings. governments, schools, and evaluation.
designed to lower o  Energy efficiency private sector and o  Description of
energy costs within and renewable nonprofit organizations. how state lead
state operations, energy purchase | o Measure, verify, and by example
buildings, and fleets commitmgpts for communicate energy efforts interact
and to demonstrate state facilities. savings. with federal
programs.

Chapter 5: Renewable Portfolio Standards

0o

(0]

Example state
RPS
requirements
and eligible
technologies.
Information on
program
design,
including
compliance
mechanisms.
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Chapter 6: Policy Considerations for Combined Heat and Power

CHP, also known as Bond Assess local CHP IA, KY, NY, Discussion of
cogeneration, is the o Commercial potential. RI various policy
simultaneous PACE o Review and select options fqr
production of o Feed-in tariff approaches for project encouraging
electricity and heat o Grant development. CHP.
from a single fuel o Interconnection o Enter maintenance
source with standard contracts.
commercially proven o Loan o Involve local planning
technology. o Netmetering departments.
o Portfolio standard | ° Sell excess energy.
o Production
incentive
o Public benefits
fund
0 Rebate
o State climate
change plan
o State energy plan
o State utility rate
policy
o Tax
o Utility rate
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Policy Description

Specific Approaches

State Policy Considerations

Chapter 7: Electric Utility Policies

State
Examples
in the
Guide to
Action

Key Resources in

the Guide to
Action

energy.

Longer term planning Integrated Develop a load forecast, CT, GA, NJ, Description and
and procurement resource including both peak NV, OR key
decisions related to planning. demand and energy. considerations
electricity provide Certificate of Address existing and of the main
opportunities to Public _ anticipgted environmental types.o.f state
incorporate energy Convenience and regulations. electricity
efficiency, renewable Necessity. Consider both supply F?Sr?::irr? .
energy, and CHP. Planning for options and demand-side planning.
electricity supply resources. Policy options
in states with Electricity system plans for fully
restructured require some form of integrating
electricity electricity system energy
markets. modeling. efficiency,
renewable
energy, and
CHP in
planning.
Descriptions of
how states
incorporate
energy
efficiency,
renewable
energy, and
CHP in
planning.
Financial incentive Decoupling How to compensate AZ, CA, NV, Explanation of
structures help align Lost revenue utilities for energy NY how rates can
utility profit goals with adjustment efﬂcnency programs so pe Sth_IC_thed to
the delivery of cost- mechanisms theylarle incentivized to incentivize
effective demand-side Alternate rate maximize energy saved energy
resources such as structure and, in turn, sell less efficiency,
fficienc electricity. distributed
zir?s?rri%itid renev)\//éble _Designing shgreholder renewable
enerav. and CHP incentives to include energy, and
9y, : features related to CHP.
performance, energy Discussion of
efficiency, and renewable how to align

shareholder
incentives with
state energy
and
environmental
goals.
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rates

Standard o Standard Develop standards that MA, OR, UT State-by-state
interconnection rules interconnection cover the scope of the assessment
establish processes rules for onsite desired onsite generation and references.
and technical generation technologies, generator Information on
. systems through types, sizes, and federal and
requirements that ] A
. defined distribution system types. other
reduce uncertainty lication
and delays when applica Add_ress all com_ponents of resources.
. . processes and the interconnection National
projects seek grid technical rocess, including issues
connection. requirements. p ' g IssL standards
: related to the appll_catlon organizations.
o] Ne_t meterllng, process and technical Examples of
whlqh d_eflnes requirements. standard
application Create a streamlined interconnection
processes and process for generators that rules.
technical are certified compliant with
requirements, technical standards.
typically for Consider adopting portions
smaller projects. of national models and
successful programs in
other states.
The design of o Energy Determine whether it is CA, CT, Overview of the
customer rates can consumption voluntary or mandatory for GA, HI, IL, different rate
incentivize adoption rates customers to move to _the NY structures.
renewable energy, o Inclining block provides gregtgr incentives different users
and CHP. Providing rates for energy efficiency. for energy data.
customers, utilities, o Time-varying Determine how and with
and others access to rates whom customer data may
be shared.
energy datacanalso | o Demand charges Determine how to fairly
incentivize adoption. o Dataaccess compensate customers for
o  Technology- investments in distributed
targeted rates renewable energy.
o Standby rates Monitor utility
o Exit fees implementation.
o Net metering
o Buyback rates
o Electric vehicle
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Electricity grid Improved voltage Environmental CA, IN, MA, | © Detailed
technologies can be and reactive considerations are an MD, Pacific discussion on
deployed to achieve power important factor in grid Northwest how to reduce
energy efficiency and management. modernization efforts. line Iqs§es from
improve renewable Strategic use of Gaining operational e!ec@rlcn_y
energy integration. customer data. experience through pilot distribution
Renewable initiatives helps inform the systems.
energy business case. o Policy options
integration Broad deployment may for grid o
opportunities. require stakeholder input modermzahon
Complementary and state review to ensure investments
role of demand utility actions maximize support end-
response and energy efficiency and use energy
storage. renewable energy. efficiency.

o Technology
and policy
options to
support the
integration of
renewable
energy,
including
storage.
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