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Disclaimer:

This document provides general information to state and local governments concerning
inclusion of energy efficiency or renewable energy projects in state or local enforcement
settlements. Any reference to a particular project, non-profit organization, for profit
company, or other entity does not constitute or imply its endorsement, recommendation,
pre-approval, or favoring by the United States Government. This document does not
create any substantive or procedural right or benefit that is enforceable at law by a party
against the United States, its agencies, its officers, or any person. This document does not
supercede any statutory or regulatory requirements, or EPA policy.
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A Toolkit for States:
Using Supplemental Environmental Projects (SEPs) to Promote
Energy Efficiency (EE) and Renewable Energy (RE)

I. Introduction

This document provides state and local governments with information on how to promote energy
efficiency and renewable energy (EE/RE) projects in the settlement of an enforcement action
through Supplemental Environmental Projects (SEPs)'. A SEP is an environmentally beneficial
project that a violator voluntarily agrees to undertake in settlement of a civil penalty action. The
settlement process can be an effective way to implement many diverse types of environmentally
beneficial SEP projects other than just energy efficiency and renewable energy projects.
However, this document synthesizes key ideas, examples, and resources available to state and
local governments for enhancing the environmental benefit of compliance actions by using state
and local SEPs to promote energy efficiency and renewable energy practices and technologies.
Certainly, other environmentally beneficial projects could be promoted through SEPs and there
are several other mechanisms to promote energy efficiency and renewable energy projects other
than through enforcement settlements. However, these are not being explored in this document.

This state and local SEP Toolkit (hereafter referred to as the “Toolkit”) pieces together relevant
experience and information from many sources, including the United States Environmental
Protection Agency (EPA), the Department of Energy (DOE), DOE’s National Renewable Energy
Laboratory (NREL), and several state and local governments.

This is the first version of the document. EPA intends to update this document on a periodic
basis to keep information current and to provide additional information about energy efficiency
and renewable energy projects in enforcement settlements. EPA welcomes comment on this
document at any time and will consider those comments in any future revision of this guidance
document. If you wish to comment on this document, please see Appendix H.

Energy Efficiency and Renewable Energy Are EPA Priorities

EPA strongly supports renewable energy and energy efficient technologies and their
environmental benefits. The EnergyStar program (a joint EPA and Department of Energy
program), the Green Power Partnership, and the Combined Heat and Power Partnership embody
recent EPA activities that promote the use of energy efficiency and renewable energy
technologies. Additionally, EPA's Office of Enforcement and Compliance Assurance (OECA) is
encouraging more widespread use of SEPs in state enforcement actions.” To bring these
important priorities together, this document focuses on how state and local governments can

' The term Supplemental Environmental Project, or SEP, is used generically throughout this document.
This term does not imply federally implemented SEPs or EPA's SEP policy unless they are specifically mentioned.
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incorporate energy efficiency and renewable energy projects into environmental enforcement

settlements.

State and Local Government Role

EPA also recognizes the important role state and local governments play in improving the
environmental quality of the nation. State and local governments develop and implement
innovative policies that protect the environment, make energy more reliable and affordable, and

enhance the economy.

Because state policies vary greatly, this document
will discuss federal SEPs only as an introduction to
the concept of SEPs and as a point of reference. As
indicated in the discussions, state policies are not
bound by the EPA SEP policy. However, because
many state SEP policies incorporate similar
concepts and some states have decided to use
EPA's policy, the discussion of some of the key
federal SEP concepts is an important introduction.
This document does not establish any policies or
opinions on federal SEPs, but does highlight
official policies issued to date by the EPA's Office
of Enforcement and Compliance that may be useful
to state officials.

This Toolkit includes:

Can Local Governments Use SEPs?
While many states are gaining
experience with Supplemental
Environmental Projects, local
governments can also use this policy
tool to support clean energy. SEPs
are a valid option for jurisdictions
granted the authority o issue and
settle enforcement actions.
Depending on the locality, this
authority may rest with a county, city,
metropolitan planning organization,
or similar governmental body.

» An overview of SEPs and EE/RE projects, including general orientation to federal and state

SEP policies and requirements (Section I);

» An explanation of key SEP and EE/RE benefits, particularly those that motivate both
violators and regulators to pursue EE/RE SEPs (Section II);

» EE/RE SEP project ideas and examples (Section I1I);

» A basic “roadmap” describing how state and local governments can pursue EE/RE SEPs,

including barriers and solutions (Section IV); and

» Resources for EE/RE SEPs and helpful peer exchange (Section V and Appendices).

What is a Supplemental Environmental Project (SEP)?

A SEP is an environmentally beneficial project that a violator voluntarily agrees to undertake in
settlement of a civil penalty action, as an option to offset some portion of the monetary penalty.
The SEP should be a project that a violator will not otherwise be required to perform. One main
goal of SEPs is to improve the environmental health of communities that have been put at risk
due to the violation of an environmental law.



For settlements involving violations of federal laws or regulations in which EPA is a party, the
SEP must follow official SEP policy and guidance established by EPA. For violations of state or
local laws or regulations, the applicable state policy should be followed. State and local SEP
policies generally contain concepts consistent with the federal SEP guidance, but they vary, and
they are not required to match EPA's SEP policy. Some state policies are more flexible than
EPA policy, while some are more restrictive. Others may simply specify use of the EPA policy.

Please note, the acronym “SEP” in this document is describing “Supplemental Environmental
Projects” and is not referring to the United States Department of Energy (DOE) program called
the State Energy Program, which uses the same acronym. ® DOE’s State Energy Program
provides grants to State Energy Offices (SEOs) for energy efficiency and renewable energy
demonstration projects as well as analyses, evaluation, and information dissemination. Thus,
DOE’s grants can potentially complement the goals and results of State Supplemental
Environmental Project funding applied to energy efficiency and renewable energy. Note that
federal SEP policy precludes projects for which a violator is already receiving federal financial
assistance. However, state settlements are not bound by this restriction unless specifically
adopted in the specific state policy.

What are EE/RE Projects?

Increasing energy efficiency reduces the
amount of energy that is needed to performa | Energy efficiency or renewable energy

particular task. Energy efficiency (EE/RE) projects utilize energy technologies
technologies can be applied either at the and/or practices that ultimately reduce the
point where usable energy is generated or at need for energy generated from

the poinj[ of energy consumption. Exampl'e conventional fuels and consequently reduce
applications of energy efficient technologies | emissions associated with conventional
include combined heat and power, advanced power production. Emissions reduced
lighting tephnolog@s, adyanced equipment include nitrogen oxides (NOx), sulfur dioxide
controls, light emitting diode traffic signals, (SO2), carbon monoxide (CO), particulate
Energy Star appliances, high efficiency matter, mercury, hydrocarbons, and carbon

motors and pumps, advanced heating dioxide (CO?2)
ventilation and air conditioning equipment,
and building envelop technologies and
materials.

Renewable energy technologies generate energy from renewable resources and usually have low
or no emissions associated with the energy generation. There are many specific definitions of
renewable energy developed by different federal, regional, state and local, laws, regulations, and
programs. However, a resource is generally considered renewable if it can be replenished
naturally and if its use can be sustainable. Most definitions include wind, solar, geothermal, and
some biomass resources. Example applications of these technologies include wind turbines,
photovoltaic electricity generation, solar hot water heating, and energy from landfll and digester
gases.



Energy efficiency and renewable energy projects can provide energy services for electricity,
transportation, buildings, or industrial uses. They can dramatically lower environmental
emissions and environmental risks compared to conventional technologies. For more
information on the environmental benefits of EE/RE technologies, please see Section II (p. 12)
of this document.

Overview of SEP Policies and Requirements

SEP policies and practices differ from state to state. Where allowed, the authority to issue SEPs
usually originates in an agency's authority to settle enforcement actions or is specifically cited in
statute. There are several key concepts and considerations for policy makers interested in
pursuing SEPs. Table 1 and the paragraphs that follow provide a summary overview of key SEP
requirements. Please also refer to Appendix A of this document for a reference list to EPA and
state SEP policies.

Voluntary nature of entering into a SEP

For either federal or state actions, a SEP is a settlement option that a violator may voluntarily
choose to enter into a settlement. This voluntary nature of a SEP does not preclude the enforcing
agency from mentioning to the violator in the beginning stages of a settlement process that the
violator may wish to consider a SEP and does not preclude the agency from suggesting general
project ideas or resources the violator can use for further research into SEP projects. However,
unless allowed in state policy, the enforcing agency should be careful not to direct the violator to
a particular SEP project nor be too insistent on encouraging a SEP, which would detract from the
voluntary nature of a SEP. Both the violator and the enforcing agency should agree that the
particular project is appropriate for the particular settlement. If the parties agree to a SEP and it
becomes part of a finalized settlement agreement, then the terms of the SEP are not voluntary
and must be carried out by the violator in accordance with the settlement.

Federal SEP policy and requirements

Given the wide variation among state SEP policies, EPA SEP policy is discussed here mainly as
a point of reference for state SEP opportunities. EPA’s SEP Policy and similar policies of many
states are posted on-line as indicated in Appendix A (see listed websites). There are a few
concepts central to EPA's SEP policy that are common to some state SEP policies. Discussion of
these key concepts follows.

Nexus

The federal SEP policy requires that a relationship, or nexus, exist between the violation and the

proposed project. For federal SEPs, nexus exists only if a proposed project meets one of the

following criteria:

» The project is designed to reduce the likelihood that similar violations will occur in the
future; or

» The project reduces the adverse impact to public health or the environment to which the
violation at issue contributes; or

. The project reduces the overall risk to public health or the environment potentially affected
by the violation at issue.*



Under federal SEP policy, a SEP is not required to occur at the same facility where the violation
occurred provided that it is within the same ecosystem or within the immediate geographical
area. However, location alone is not sufficient to satisfy the nexus requirement. There is some
flexibility in the interpretation of nexus, as long as the nexus criteria is met. For example, a SEP
can potentailly reduce multiple pollutants in multiple media if there is a valid nexus link and if
the SEP is not inconsistent with the underlying statute which was violated.

Designation of funds

Federal SEPs must not violate the Miscellaneous Receipts Act (MRA) which preserves

congressional prerogatives to appropriate funds as provided for in the U.S. Constitution. Some

states may have similar provisions; other states may not be subject to such restrictions. The

MRA prevents federal SEPs from containing projects that:

» Donate funds to third parties;

» Call for EPA management of funds obtained through a SEP;

» Augment appropriations (absent express congressional authorization);

» Satisfy EPA's statutory obligation to perform a particular activity; or

» Supplement projects for which a violator is already receiving federal financial assistance,
that is, a federal loan, contract or grant. ¢ ©

Minimum Penalty Requirements and Penalty Mitigation
In EPA settlements including SEPs, a minimum penalty amount is still required to maintain the

deterrent effect of violating environmental laws and regulation. Also, a violator should not
obtain an economic advantage over competitors that complied. For these reasons, the EPA SEP
policy calls for a minimum penalty amount when a SEP project is part of a settlement agreement,
which is the greater of the following: 25 percent of the gravity component?, or the economic
benefit of noncompliance plus 10 percent of the gravity element.

For the majority of SEPs, the federal SEP policy provides for mitigation credit of up to 80
percent of the value of the SEP. An exception to this mitigation percentage is made for pollution
prevention projects, which may receive 100 percent mitigation credit. The percent of mitigation
credit is applied to the calculated value of the SEP. The resulting figure is the amount by which
the agreed upon settlement amount may be mitigated by the SEP.

Determining the value of a SEP

In federal SEPs, the value of the SEP is dependent on all costs of implementing the project as
well as any projected savings or income that may result from the SEP. EPA uses a software tool,
called PROJECT, to calculate the net present after-tax value of a proposed project. The software
is available at the following website:
http://www.epa.gov/Compliance/civil/programs/econmodels/index.html’

% The gravity component of a penalty is the part that addresses the seriousness of the violation, including
aspects such as the size of the business, the duration of the violation, the amount of the pollutant, the sensitivity of
the environment, and the toxicity of the pollutant. For more information regarding the gravity component of
violations, see the discussion beginning on p.8 in the EPA memorandum “Clarification of the Use of Appendix I of
the Clean Air Act Stationary Source Civil Penalty Policy”
http://www.epa.gov/compliance/resources/policies/civil/caa/stationary/penpol.pdf
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Recently, EPA issued Guidance for Determining Whether a Project is Profitable, When to
Accept Profitable Projects as Supplemental Environmental Projects, and How to Value Such
Projects on the acceptability as SEPs of projects that are profitable to the alleged violator.
Previously, EPA generally had disallowed profitable projects as SEPs in federal settlements.
This recent memorandum clarifies that some projects could be acceptable as federal SEPs if they
have longer profitability time frames (for example, five or more years or, for small businesses,
three or more years) and meet certain criteria. The document also recommends that profitable
projects receive a mitigation credit of no more than 80 percent for pollution prevention SEPs and
no more than 60 percent for other profitable SEPs. For more information on this topic, the
memorandum may be downloaded from the following page:
http://cfpub.epa.gov/compliance/resources/policies/civil/seps/

State SEP policy and requirements

If a case is related to the violation of a state or local requirement and if EPA is not a party to the
SEP portion of the settlement, then the SEP would be designed using applicable state laws and
policies. However, state policies may address a number key considerations similar to EPA
policy.

Nexus

State policies usually require some sort of relationship between the violation and the SEP
project. The extent of this required relationship in a state's SEP policy may or may not contain
the same nexus requirements as EPA’s SEP Policy. Many states, such as Montana, Hawaii, and
Kentucky, look to EPA's SEP policy for guidance. Some states, such as Louisiana, have a much
more flexible relationship requirement within their state policy.

Designation of funds

Some states face restrictions on the use of SEPs funds similar to those imposed by the federal
Miscellaneous Receipts Act (described above on page 9). In contrast, other states face no such
limitations, and some states even specify that compliance funds go directly toward
environmental protection departments and/or functions. Most states' restrictions on the
designation of the SEP funds are not as limiting as those for federal SEPs.

Penalty mitigation

Most states limit the amount of a penalty that can be offset by a SEP. For example, Texas limits
SEPs to no more than 50 percent of the penalty of for-profit entities. Also, in Pennsylvania, a
Community Environmental Project (Pennsylvania's terminology for a SEP) may not discount the
penalty more than 75 percent.

State policies differ greatly regarding SEP mitigation percentage or multiplier. For example, in
Missouri, a SEP must have a value two times the proposed penalty amount and leave a portion of
the proposed penalty to be paid. In Colorado, like in EPA's policy, a strong pollution prevention
project will receive a 1:1 multiplier.
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Project income

States may allow project income from the SEP project according to their policy. States may
wish to consider using the EPA software PROJECT to calculate the real value of the project
considering project income.

Table 1. Summary of Key SEP Considerations

Key
Consideration

General Concept

Federal

States

Established SEP
Policy

Are there specific SEP
policies to follow?

Yes - EPA SEP Policy

Some Yes. Some No.
See Appendix A for
complete list of
policies available
online.

Nexus

Designation of
Funds

Penalty

Mitigation

* minimum
monetary
penalty

* SEP credit
toward offset

What must be the nature of
the “connection” between
the violation and the
supplemental project?

Can SEPs supplement
legislative designation of
funds to environmental
agencies?

* Are there restrictions on
the amount of a monetary
penalty that a SEP can
offset?

* How much credit toward
the offset will each dollar
spent on a SEP represent
(i.e., will $1 spent on a
SEP represent $1 of
credit)?

EPA SEP policy indicates that a

project may meet nexus

requirements if it will:

* reduce future similar violations

* reduce impacts to public health
or the environment relating to the
violation, or

* reduce the overall risk to public
health or the environment
relating to the violation.

Other considerations include

proximity of the project to the area

affected by the regulation.

No, the Miscellaneous Receipts
Act prevents certain funding
situations. See discussion below.

* Yes, the penalty amount must be,
at a minimum, the greater of the
following:

a. 25 percent of the gravity

component, or

b. the economic benefit of

noncompliance plus 10 percent
of the gravity element

* Generally, mitigation credit is
limited to 80 percent of the value
of the SEP. Strong pollution
prevention SEPs can receive a
higher mitigation cerdit (up to
100 percent).

Some states have strict
nexus policies, for
example requiring the
SEP to be located
within 20 miles of the
point of violation.

Other states have
much less strict
policies.

Varies by state.

* Many states limit the
amount a SEP may
mitigate a penalty,
but some do not.

« State SEP policies
also vary regarding
the level of credit
allowed for each
dollar spent on SEP.

Project Savings

Are violators allowed to
realize savings or income
from SEP projects?

Income or savings accruing to the
violator will be factored into the
calculations that determine the
value of a SEP.

Varies by state.
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II. What Motivates Violators and Regulators to Pursue EE/RE
SEPs in State Settlements?

There is a wide range of reasons that regulators, violators, communities, and other stakeholders
are interested in pursuing SEPs in general and more specifically to fund EE/RE SEPs. The top
reason is to use compliance dollars to achieve real environmental benefits, especially
multipollutant emission reductions. In general, SEPs are an efficient way to achieve real
environmental progress in the wake of an environmental violation. Parties engaged in a
settlement negotiation should consider energy efficiency and renewable energy projects, where
applicable, not only for the multipollutant benefits that can be achieved, but also for potential
ancillary benefits such as enhancing domestic energy sources and energy security.

Why Pursue Environmental Projects in Settlements?

SEPs present a wide range of opportunity and benefits for regulators and regulated entities as
well as for public and environmental health. Following this discussion on SEPs in general is a
discussion about pursuing energy efficiency and renewable energy projects in SEPs.

Motivation for violators

There are several reasons why a violator would consider a SEP when entering into settlement. A
few of these reasons include: 1) corporate responsibility, 2) interest in the community, 3)
corporate image, and 4) desire to achieve environmental benefits. Additional environmental and
financial benefits provide incentives as well.

Environmental
SEPs inherently are designed to allow the violator to perform an action that improves the
environment in a meaningful way.

Financial

The primary financial benefit to a SEP is penalty mitigation. The violator may value such
penalty mitigation even though the total payment (the fine plus the SEP) is at least as much as
the original settlement amount. This value may have to do with how a company reports to
various entities the amount of money expended on penalties versus other activities.

As an indirect financial advantage, there may be some positive public relations in proceeding
with the SEP especially in the community where the violation occurred. However, some state
policies regarding settlements may limit public relations activities and may require
acknowledgment of the enforcement action that precipitated the project.

Motivation for regulators

SEPs can accomplish direct environmental benefits that would not otherwise be achieved. With
a SEP, there is an opportunity to achieve some “beyond compliance” environmental benefit,
even while maintaining the deterrent for non-compliance. State regulators seeking innovative
approaches can give violators the option of investing in environmentally beneficial projects
through SEPs. This approach represents an alternative to traditional “command-and-control”
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regulation while maintaining the integrity of the regulatory process and providing lasting
environmental benefit.

SEPs can demonstrate new technologies (or other new environmental practices) that otherwise
would not occur due to financial constraints or requirements for a project to quickly reach a
“breakeven” point. Accordingly, SEP projects may help build markets for new environmentally
beneficial technology.

Why Pursue Energy Efficiency and Renewable Energy Projects in SEPs?

Energy efficiency and renewable energy technologies have multiple benefits. Installing new
EE/RE projects through state SEPs can achieve environmental benefits that would otherwise not
occur. This section describes how energy efficiency and renewable energy projects in state SEPs
can yield significant benefits for the environment and public health, energy, and the economy
through the use of environmental compliance dollars.

In addition to the benefits mentioned below, for federal SEPs and some state SEPs, it is
important to note that violators may be more motivated to pursue energy efficiency and
renewable energy projects over some other projects because they may be considered pollution
prevention projects, which may receive a higher mitigation credit percentage. A higher
percentage means that more of the project value can mitigate the civil penalty. The
environmental benefits of an EE/RE project for a state SEP also represent an opportunity for a
defendant to eventually take a leadership role in supporting energy efficiency and renewable
energy technologies or practices if they are continued beyond the duration of the state SEP
agreement.

Healthy communities and environment

As mentioned above, an EE/RE project will reduce the generation of energy from conventional
fuels and thereby displace emissions associated with such energy generation. Energy efficiency
and renewable energy projects can achieve multi-media and multi-pollutant emission reductions.
The benefits of the project can enhance a local community economically as well as
environmentally. The violator may also realize environmental, energy, and financial benefits
associated with energy efficiency and renewable energy projects implemented through a SEP.

Pollution prevention objective

Pollution Prevention is one of several factors to be considered under the federal SEP policy and
many states policies. Energy efficiency and renewable energy projects prevent pollution by
displacing the use of fossil fuels to provide energy. The pollution prevent aspect of a project
may allow a greater percentage of the value of the project to mitigate a portion of the penalty,
depending on the particular state policy.

Multiple pollutant reductions

Energy efficiency and renewable energy projects do not just reduce emissions from one pollutant
or class of pollutants as typical "end-of-pipe" pollution control technologies do. Energy
efficiency and renewable energy projects will displace all emissions associated with the
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displaced energy generation, including oxides of nitrogen (NOx), sulfur dioxide (SO2), mercury
(Hg) and other metals, carbon monoxide (CO), as well as carbon dioxide (CO2).

Table 2. Comparing Multipollutant Reductions of EE/RE Projects with Traditional

Controls
EE/RE Projects Reduce All Emissions *
NOx Control Type Percent NOx reduced on | Percent CO2 reduced on | Percent PM reduced on
a per MWh basis a per MWh basis a per MWh basis
Cheapest Combustion 50 0 0
Controls
Average Combustion 55 0 0
Controls
Average Selective 37 0 0
NonCatalytic Reduction
Average Selective 75 0 0
Catalytics Reduction
Energy Efficiency & most 100 100 100
Renewable Energy

Note: Traditional control options usually are applied to all of the output of a facility, whereas EE/RE measures
may offset only a portion of the output of a facility or group of facilities. Therefore, the total emission reductions
associated with traditional control measures may be greater than EE/RE measures depending on the costs and
effectiveness of the particular control measure and EE/RE measure.

There are several ways to estimate the emission reductions associated with energy efficiency and
renewable energy projects. For projects that are expected to displace grid produced electricity,
one would estimate the generation and emissions of the sources that would provide electricity to
the grid in the absence of the EE/RE project.

The first and simplest way to estimate the emission reductions is to apply an emission factor to
the energy generation or energy savings. This emission factor can be an average emission rate
for a specific set of electric generators within a given region or a marginal emission rate. A

marginal emission rate is the emission

rate of the generators that operates “on
the margin,” that is the last generator
dispatched to deliver power to the grid
at a particular time. Both marginal and
average emission rates have been used
to estimate emission reductions of
particular SEP projects.

Another way to estimate the emission
reductions is to perform some dispatch
modeling or make other assumptions

In addition to eGRID, EPA provides several other
green power and clean energy tools that may be
useful at http://www.epa.gov/cleanenergy/

Power Profiler:

http://www.epa.gov/cleanenergy/powpro

[screen] .html

Green Power locator:
http://www.epa.gov/greenpower/locator/i

ndex.htm

about what generation would be
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displaced by the project to calculate the emissions benefits. One would also need to account for
any emissions of the project itself when estimating the emissions benefits of the of the project.

EPA's Emissions and Generation Resource Integrated Database (€GRID)" is a good source of
information for fossil fuel average emission rates or average emissions rates from electricity
generators. The information is available at several different levels: for example, by plant, by
state, by power control area, by region, and the United States total. Other emission estimation
methods are available, many of which are highlighted in a report conducted by the North
American Commission for Environmental Cooperation. *

Multimedia pollutant reductions

In addition to reducing air pollutant emissions, as described above, energy efficiency and

renewable energy projects can also reduce environmental impacts from traditional energy

production affecting water resources, land, and waste production or management. More

specifically, energy efficiency and renewable energy projects can:

* Conserve water by decreasing the amount used in traditional generation processes (e.g., fossil
fuel electricity generation typically uses a source of water for cooling processes); and

* Decrease air pollutant deposition on land and in water bodies due to power production (e.g.,
reduced SO, emissions can result in reduced acidification of lakes, streams, soils, and ground
water).

* Reduce solid wastes from electric generation, for example flyash.

Energy benefits

Energy efficiency and renewable energy projects may achieve a range of energy benefits for the
installation site as well as for surrounding communities, including:

* Building Experience with EE/RE technologies;

» Hedging against volatile fuel prices (long-term);

* Enhanced power quality and reliability;

* Enhanced energy security and domestic power source; and

* Diversity of power generation technologies.

Energy efficiency and renewable energy projects can generate cost savings for electricity
customers while enhancing energy reliability and security through development of clean,
renewable energy sources. By reducing energy consumption, EE projects can play a key role in
managing peak loads. When combined with load curtailment programs, EE projects can help
avert energy price spikes during peak load periods when electricity demand surges. Similarly,
renewable energy projects, which have no fuel costs, also reduce price volatility by providing a
"hedge" against natural gas price spikes as evidenced in a recent report by the Lawrence
Berkeley National Laboratory.’ Also, the National Petroleum Council recently released a report
on natural gas that states “greater energy efficiency and conservation are vital near-term and

long-term mechanisms for moderating price levels and reducing volatility”.*

3 The Commission for Environmental Cooperation (CEC) is an international organization created by
Canada, Mexico and the United States under the North American Agreement on Environmental Cooperation
(NAAEC). The CEC was established to address regional environmental concerns, help prevent potential trade and
environmental conflicts, and to promote the effective enforcement of environmental law. The Agreement
complements the environmental provisions of the North American Free Trade Agreement (NAFTA).
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States can improve the reliability and security of the electrical power grid by locating renewable
energy projects at or near electricity customer facilities (e.g., a school or hospital). Onsite
sources (also known as "distributed generation") can generate electricity during episodic
blackouts or power interruptions. RE projects use domestic sources of energy. With net
metering, excess electricity generation can be sold back to the utility for use by other customers
on the electricity grid. Energy efficiency and renewable energy projects are particularly
beneficial for regions or facilities where access to the electricity transmission grid is constrained
or unavailable.

Economic benefits

Energy efficiency and renewable energy projects can also provide some economic benefits to an
area, by providing a local source of energy generation, by stimulating energy service companies
or renewable energy companies in the area. On-site (a.k.a. distributed) renewable energy
projects and energy efficiency projects can also provide significant energy cost savings to the
point of installation. To the extent that the projects increase the energy price stability in the local
area, such benefits would be enjoyed by the local community.
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II1. Project Examples and Ideas

This portion of the Toolkit provides examples of actual environmental compliance actions settled
at federal and state levels that include energy efficiency and renewable energy projects and other
related technologies (e.g., alternative fuels). General ideas for additional EE/RE projects are
also presented, along with resources for finding other ideas (e.g., through SEP libraries,
experienced EE/RE SEP contacts, and state or regional energy contacts).

Actual Settlements Involving Energy Efficiency and Renewable Energy
Projects

Tables 3, 4, and 5 below present a sample of energy efficiency, renewable energy, and
alternative fuel technology options that have been included in actual federal and state case
settlements. Along with each listed technology option is a very brief description of a the project
in which it has been applied, the monetary value of the project, and the regulating entity or
entities (i.e., state, federal, or a mix). These projects span several technologies, applications,
monetary values, and geographic locations. However, they represent only a small sample of
projects, and there is a wide range of opportunity for energy efficiency and renewable energy
projects beyond those presented.

Energy efficiency

Energy efficient technology ranges from energy efficient lighting for homes to sustainable or
“green” design for buildings of all sizes. Federal and state case settlements shown in Table 3
demonstrate how these technologies can be applied in SEPs. There are numerous other
applications of EE in SEPs as indicated in Table 6.

Table 3. Sample of Actual SEPs Involving Energy Efficiency Technology

Technology Option Example SEP Regulating
Value Entity(s)
ENERGY EFFICIENCY

Light change-out An airport agreed to replace traditional lights with $57,600 State of
energy efficient lights (in a 2001 settlement for Colorado
violating air quality standards). '

Green roofs/roof gardens = A public water and sewer authority agreed to $1.7 million | EPA

and low impact undertake or fund storm water pollution prevention

development projects (in effect promoting efficient energy use for

wastewater management) including low impact
development (e.g., vegetative buffers, rain barrels
and cisterns, increased tree cover) and a fund for
developing roof gardens (in a 2003 settlement for
violations of the Clean Water Act).
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public facilities

summary report, and implement conserva