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SECTION 1.0: PURPOSE AND DOCUMENT ORGANIZATION
The purpose of this roadmap is to clarify guidance® EPA specifically issued in 2004 on
incorporating energy efficiency and renewable energy (EE/RE) policies and programs
into State Implementation Plans (SIPs), as well as related guidance? EPA issued in that
year and in 2005. EE/RE policies and programs are cost effective strategies that state,
tribal or local agencies can utilize to help meet air quality goals, SIP and Tribal
Implementation Plans (TIP)® requirements (i.e., emissions reductions needed to
demonstrate attainment and/or satisfy other Clean Air Act requirements).”

EPA recognizes that state, tribal or local agencies interested in incorporating these
policies and programs in SIPs/TIPs need more detailed information on how to achieve

that goal. EE/RE

programs can also be Questions Manual Addresses

parj[ Of a mUItI_pQIIUtant *What criteria should a state, local or tribal agency consider
emissions reduction when choosing the best pathway for incorporating

strategy to help state, measures/programs in SIPs/TIPs?

tribal and local agencies *What SIP/TIP criteria and other requirements should be satisfied
not just attain and when incorporating EE/RE policies into SIPs/TIPs?

maintain compliance *For the control strategy pathway, what EE/RE quantification
with NAAQS, but also requirements and general guidelines are available?

to improve visibility *What streamlined approaches are available for state, local and
and reduce regional tribal agencies to utilize when accounting for EE/RE policies in
haze, reduce air toxics SIPs/TIPs?

and greenhouse gases. *Is some kind of discount factor necessary to reflect uncertainty,
To that end, this not holding EE/RE measures to a higher standard than other
document provides a A TeEsDresy

roadmap for

understanding the requirements and other aspects of the four pathways available for
incorporating EE/RE policies and programs into SIPs/TIPs:

1. Projected emissions baseline for the future attainment year;

! “Guidance on SIP Credits from Emission Reductions from Electric-Sector Energy Efficiency and
Renewable Energy Measures,” USEPA, http://www.epa.gov/ttncaaal/tl/memoranda/ereseerem_gd.pdf,
| August 2004.
2 “Incorporating Emerging and Voluntary Measures in a State Implementation Plan (SIP),” USEPA,
http://www.epa.gov/ttncaaal/tl/memoranda/evm_ievm_g.pdf, September 2004 and “Guidance on
Incorporating Bundled Measures in a State Implementation Plan,” USEPA,
http://www.epa.gov/ttn/caaa/tl/memoranda/10885guideibminsip.pdf, August 2005.
¥ The 1990 CAA Amendments provide authority for Tribes to implement CAA programs and instructed
EPA to adopt regulations so that eligible Tribes may manage their own EPA-approved air pollution control
programs under the CAA. The 1998 Tribal Authority Rule (TAR) implements the provisions of section
301(d) of the CAA to authorize eligible Tribes to develop their own tribal programs. Under the TAR, a
Tribe may be approved by EPA to be eligible to be treated in the same manner as a State for one or more
CAA programs. Such a program may include, but is not limited to, a Tribal Implementation Plan (TIP).
As the TAR makes clear, tribal governments are not required to submit a TIP, nor are they subject to
deadlines mandated under the CAA. However, EPA must meet its obligations under the CAA.
* The other requirements include: Reasonable Further Progress, Rate of Progress, and Reasonable
Available Control Technology/Reasonable Available Control Measures.
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http://www.epa.gov/ttn/caaa/t1/memoranda/10885guideibminsip.pdf

EXTERNAL REVIEW DRAFT 3/30/11

2.
3.

SIP control strategy;
Emerging/voluntary measures; and

4. Weight-of-evidence (WOE) determination.

In doing so, the manual addresses several key policy issues, as described in the text box

above.

EPA believes it is important to recognize the emission benefits resulting from EE/RE
policies and programs in SIPs and TIPs. Therefore, EPA is encouraging state, tribal and
local agencies to incorporate EE/RE policies into SIPs/TIPs (or to account for them in
SIPs/TIPs) because these policies represent a real opportunity for state, tribal and local air
quality planners to take advantage of the emission benefits of the policies. Three reasons

are:

1)

2)

3)

Over the past 10 years, states have increased their EE/RE investments by 209
percent, committing over $3 billion of ratepayer resources in 2009 to energy
efficiency programs.® (See Figure 1.1 for ratepayer EE expenditures from 2000-
2009.) Also, as of 2009, thirty states (including Washington, DC) had adopted
renewable portfolio standard (RPS) which require their utilities to purchase
increasing amounts of their electricity supply from renewable resources, more
than double the number states in 2000 (see Figure 1.2).

EPA has issued revised National Ambient Air Quality Standards for ozone, SO,,
PM, 5 and NO, that continue to drive the need to find greater emission reductions.
EPA is encouraging state, tribal and local agencies to incorporate EE/RE policies
and programs into SIPs/TIPs as they face a need to find greater pollutant
reductions from the electric power generation sector to meet these revised
standards. Moreover, the availability of EE permits the state, tribal and local
agencies to diversify the control measures being considered beyond the traditional
measures considered for point sources.

Improved precision and rigor for information related to the energy savings from
energy efficiency, what generation resources are displaced by EE/RE and their
resulting emissions benefits is more widely available so state, tribal and local
agencies do not have to start analyses from scratch.

®<2010 State Energy Efficiency Scorecard,” American Council for an Energy-Efficient Economy,
http://www.aceee.org/sites/default/files/publications/researchreports/e107.pdf, October 2010.
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Figure 1.

1: Growth in State Energy Efficiency Expenditures
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Figure 1.2: Growth in State RPS Policies
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An EE/RE policy/program that is qualified under one of the four pathways described in
this manual may help air quality agencies to improve their collaboration with state public
service commissions and energy offices. If these energy-related offices understand that
the state is relying upon the emissions benefits from EE/RE for the SIP, then the offices
can work with the air agency at the planning stage to help design effective EE/RE
policies/programs. And, the energy office or public service commission has a role to
ensure that the emissions benefits are achieved.

This Document Is Clarifying Existing Guidance And Is Not Regulation

This document is being issued to clarify existing guidance and not create new guidance.
In addition, the Clean Air Act and implementing regulations at 40 CFR Part 51 contain
legally binding requirements. This manual does not substitute for those provisions or
regulations, nor is it a regulation itself. Thus, it does not impose binding, enforceable
requirements on any party, and may not be applicable in all situations.

This manual pertains only to the stationary source sector and does not does not apply to
mobile source emission reduction programs, including on-road and non-road vehicles.
Guidance on mobile source strategies can be found at:
http://www.epa.gov/otag/stateresources/policy/pag_transp.htm. For more information
about how to take credit for a voluntary mobile source emission reduction program, see
http://www.epa.gov/otaqg/stateresources/policy/general/vmep-gud.pdf ).

The EPA and state, tribal and local agency decision makers retain the discretion to adopt
approaches for approval of SIPs/TIPs that differ from this guidance where appropriate
and consistent with applicable
law. Any final decisions by
EPA regarding a particular SIP Figure 1.3: Organization of Manual
will only be made based on the
statute and regulations within the

context of EPA notice-and- Decision Hub to Choose
comment rulemaking on a Path\_fvay2
submitted SIP revision. Section 2.0
Therefore, _interested p_art[es may Future Baseline Pathway
raise questions and objections Section 3.0
abQUt the substance Of this Pathways Control Measure Pathway
guidance and appropriateness of toaccount """ gection 4.0
its application to a particular or EERE :
situation. The EPA will, and Programs \ Emerging/Voluntary
ibal and local agencies In SIPS/TIP Measures Pathway
State, triba a- g S, S Section 5.0
should, consider whether or not : :
the recommendations in the Weight of Evidence Pathway

. . . Section 6.0
guidance are appropriate in a
particular situation. This Information on All Three
guidance is a living document SRS
Appendices

and may be revised periodically
without public notice. However,
the EPA welcomes public comments on this document at any time and will consider

10
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those comments in any future revision of this guidance document. Finally, this document
does not prejudice any future final EPA decision regarding approval of any SIP.

Document Organization

This document is organized to provide a roadmap to show the options available for
incorporating EE/RE policies and programs into SIPs/TIPs once state, tribal and local air
quality planners understand the EE/RE policies and programs in their area. To achieve
that goal, the main body of the report is intentionally short. However, the Appendices
describe the mechanics and pathways state, tribal and local agencies interested in
SIPs/TIPs can account for EE/RE may take. References to outside sources are also
provided. (For links to sources external to EPA, note that EPA cannot attest to the
accuracy of non-EPA information provided by these third-party sites or any other linked
site. EPA is providing these links for your reference. In doing so, EPA does not endorse
any non-government websites, companies or applications.) Figure 1.3 provides the
organization of the manual. Figure 1.4 describes each appendix and its use.

11
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Figure 1.4: How to Use the Appendices

Projected emissions baseline for the future attainment year

Four Pathways:

SIP control strategy
Emerging/voluntary measures
Weight-of-evidence (WOE) determination

For
appendices

that apply
generally to
all four
options, see:

For the

ENEIE

option,
see:

For the

control

strategy
option, see:

For the
emerging/
voluntary
measures
option, see:

For the WOE
option, see:

«Appendix A for glossary of energy and air quality terms
«Appendix B for information on how power distribution works in an area

«Appendix D for the fundamentals of EE/RE policies and some key
information to determine what policies and programs your area has
adopted and is implementing.

«Appendix F for an easy way to obtain a rough estimate of the emissions
benefits from EE/RE policies and programs.

« Appendix | for information on energy savings from EE/RE policies that
are “on the books”

« Appendix J for state examples of past or proposed incorporation of
EE/RE in SIPs

e Appendix C.2 for information on existing EPA baseline guidance
e Appendix E for the requirements of the baseline pathway

* Appendix C.3 for information on existing EPA control strategy guidance
*Appendix F for the requirements of the control strategy pathway

*Appendix C.4 for information on existing EPA voluntary/emerging measures
guidance

*Appendix G for the requirements of the voluntary/emerging measures pathway

*Appendix C.5 for information on existing EPA WOE guidance
* Appendix H for the requirements of the WOE pathway

12
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SECTION 2.0: DECISION HUB TO DETERMINE PREFERRED

PATHWAY(S)

The intent of the decision hub section is to help state, tribal and local agencies navigate
through the many decisions each will encounter when deciding if and how to incorporate
EE/RE policies and programs in a SIP. EPA has identified the most important EE/RE
policy/program characteristics and questions state, tribal and local agencies should
consider when determining which pathway they can take to account for the emission
impacts of EE/RE policies and programs in a SIP. State, tribal and local agencies can
apply their unique situation and needs to the EE/RE SIP Pathway Flow Chart (Figure 2.1)
to help determine which pathway fits best for each applicable EE/RE policy and program.
For more information on specific requirements, documentation and quantification
methods refer to the appendix sections listed in Figure 2.1.

Decision-Making Process

The first task is to become familiar with the jurisdiction’s EE/RE policies and programs,
the electric system, the level of magnitude of potential emission benefits and existing
EPA EE/RE SIP guidance. Certain terms are important to understand:

o Energy efficiency/renewable energy policies are regulations, statutes or state
public utility commission orders that require parties to acquire energy efficiency
and/or renewable energy or to commit to funding levels for programs aimed at
acquiring EE/RE.

e Energy efficiency program means a program designed to increase adoption of
energy efficient technologies and practices in particular end-use sectors through
education and outreach, codes and standards, financial incentives, and/or technical
assistance.

¢ Renewable energy program means a program designed to increase the
production and use of renewable energy sources through resource procurement
and development, education and outreach, financial incentives, and/or technical
assistance.

Once a state, tribal or local agency has reviewed existing and upcoming EE/RE policies
and programs in its jurisdiction, and the potential emissions benefits those policies and
programs may offer, the next task is to determine what SIP pathway(s) to pursue for each
EE/RE policy and program. There are some key questions to consider for each of the
jurisdiction’s EE/RE policies and programs (see Figure 2.1). Are the jurisdiction’s
policies and programs “on the books” (i.e., been adopted by a legislative or regulatory
body) and does the jurisdiction have any voluntary or emerging programs? Those terms
are defined as follows:

e A voluntary program is a “measure” or “strategy” that is not enforceable against
an individual source or entity.

e Anemerging program is a “measure” or “strategy” that does not have the same
high level of certainty as traditional measures for quantification purposes.

13
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If a Jurisdiction wants to include EE/RE policies and programs in the voluntary/emerging
pathway:

On either side of the flowchart, if a jurisdiction has existing or upcoming voluntary
and/or emerging programs and wants SIP/TIP credit for the emission reductions, then it
should consider the emerging/voluntary measures pathway. Otherwise, the WOE
pathway would be the appropriate option.

If a Jurisdiction does not want to include EE/RE policies and programs in the
voluntary/emerging pathway:

On either side of the flowchart, if a jurisdiction is not including an EE/RE policy or
program in the voluntary and/or emerging pathway, then it can consider two or three of
the other pathways. Which of the three pathways a jurisdiction chooses depends upon
whether the EE/RE policy/program is:

e “On the books” (i.e., been adopted by a legislative or regulatory body) or
e “On the way” (i.e., planned for adoption by a legislative or regulatory body prior
to submittal of the SIP to EPA).

It also depends upon whether the state, tribal or local agency wants the EE/RE
policies/programs to be incorporated into the SIP/TIP such that they can be discretely,
traditionally enforceable by the federal government as a control strategy.

The flowchart provided in Figure 2.1 can be used to guide jurisdictions to ask these
questions for each of its EE/RE policies and programs. Going through this exercise will
help the jurisdiction consider how to group the EE/RE policies/programs into the
appropriate SIP pathway:

e For the “on the books” policies and programs that will not become traditionally,
federally enforceable as a control strategy, proceed to Section 3.0 and Appendix E
for more information on the baseline pathway. (Although Figure 2.1 does not
show it, a state, tribal or local agency could also pursue the WOE pathway for “on
the books” policies/programs if it decided against the baseline and control
strategy pathways.)

e For policies that are “on the way” regulations that will become traditionally,
federally enforceable as a control strategy, proceed to Section 4.0 and Appendix F
for more information on the control strategy pathway.

e For EE/RE programs that are emerging/voluntary, proceed to Section 5.0 and
Appendix G for more information on the emerging/voluntary measures pathway.

e For EE/RE policies/programs for which the area is not seeking SIP credit, proceed
to Section 6.0 and Appendix H for more information on the WOE pathway.

With each question in the flowchart process, there are tradeoffs. Table 2.1 describes key
characteristics of each pathway, including pros and cons. Figure 2.2 provides a summary
of key characteristics of the policies and programs that could be considered for each
pathway.

14
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Repeat
process for
each
policy/
program

Figure 2.1: EE/RE SIP/TIP Pathway Flow Chart

Learn About EPA EE/RE Guidance, Electric System and EE/RE Policies and Programs in the

Jurisdiction
See Appendices A, B and C

Does the
jurisdiction
have “on the
books” EE/RE
emerging or
voluntary
programs?

Yes

Are the EE/RE

Yes policies and

No

Does the
jurisdiction

have EE/RE Yes

programs “on
the books”?

Does the area
want SIP/TIP
credit under
EPA’s
emerging/
voluntary
measures
olicy?,

Yes

Emerging/Voluntary
Measures Pathway
See Section 5.0
and Appendix G

L 4

emerging or
voluntary
programs?

No

A 7

“On the books”
EE/RE policies and
programs in the
jurisdiction

“On the way”

EE/RE policies and
programs in the

jurisdiction

Does the area
want
a traditionally,
federally
enforceable
control
trategyy

Yes

No

No

v

Does the area
want
a traditionally,
federally
enforceable
control
trategyy

No

No

Baseline Pathway Control Strategy

See Section 3.0 Pathway
and Appendix D See Section 4.0
and Appendix E

WOE Pathway

See Section 6.0
and Appendix H

Does the area
want SIP/TIP
credit under
EPA’s
emerging/
voluntary
measures
policy?

Yes

Emerging/Voluntary
Measures Pathway
See Section 5.0
and Appendix G

Note: This flowchart is intended to accommodate most EE/RE policies/programs, but not necessarily all.
State, tribal and local agencies should consult with EPA regional offices on individual policies/programs
that the flowchart does not address.
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Figure 2.2: Characteristics of Policies/Programs Suitable for Each
Pathway

*“On the books”
policies and
programs

eCan be state
enforceable

eNot traditionally,
federally enforceable
but enforceable
through a Clean Air
Act SIP call

*“On the way” policies
and programs

*EE/RE policies and
programs for which
area wishes to seek
SIP credit

eTraditionally,
federally enforceable

eLocally-based EE/RE
activities

eVoluntary EE/RE
policies and
programs are not

enforceable against a

source

eEmerging EE/RE
policies and
programs that are
not easy to quantify

*EE/RE policies and
programs for which
area wishes to seek
SIP credit

Future Baseline Control Strategy Emerging/Voluntary Weight-of-Evidence
Pathway Pathway Measures Pathway Pathway

eEmerging/voluntary
measures

*“On the way” or “on
the books” EE/RE
policies and
programs

*Not federally
enforceable
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Table 2.1: Key Aspects of Three SIP EE/RE Pathways

Pros

Circumstances Best

Basic Steps to

Suited For Implement
Future e State, tribal and local agencies can | ® To the extent that a jurisdiction is relying | e State, tribal and local e Use available EPA
Baseline utilize EPA’s EGU baseline on EPA’s baseline modeling runs, a con agencies that want to EGU baseline
Option projections that incorporate “on can be that any revisions can be expensive include “On the books,” projections or utilize a
the books” EE/RE policies because the integrated planning model EE/RE policies in their dynamic model that
EGU baseline projections using (IPM) EPA uses is a proprietary model. SIP that have not been can project future
energy models or similar methods EGU baseline projections are best done accounted for elsewhere emissions, federal,
reflect EGU operations as a whole on a regional basis, rather than area by in the SIP state, tribal and local
system and account for a range of area. Coordination is necessary with requirements, and
power sector policies and other state, tribal and local agencies EE/RE policies within
environmental constraints. within your region (perhaps through power sector
regional planning organization).
Could be “enforced” by EPA through a
Clean Air Act SIP call in which the
Agency requests a SIP revision to make
up an emissions shortfall due to a state
failure to implement the policy as
envisioned in the baseline.
Control State, tribal and local agencies will More documentation is needed than the e Best suited for state, e The state, tribal or
Strategy gain a better understanding of future baseline and WOE approaches tribal and local agencies local agency must
Option which EGUs will displace because a jurisdiction would have to show that have EE/RE policies demonstrate that

emissions as a result of future
EE/RE policies/programs.

State, tribal and local agencies will
have a tons-per-day (TPD) amount
of emissions for each EGU they
expect to reduce based on a
specified EE/RE policy and
program.

State, tribal and local agencies will
have emission reductions from a
control strategy to help them attain

that the EE/RE policy/program was
permanent, enforceable, quantifiable, and
surplus

Quantification can be more resource
intensive because the state, tribal or local
agency would have to perform more of
the EGU analysis than the baseline
pathway in which EPA is providing more
support for EGU analysis

that their area is required
to adopt before it submits
its SIP/TIP to EPA (“on
the way” policies) and
that will produce
emissions benefits in the
planning timeframe of
their SIP/TIP.

policies are permanent,
quantifiable, surplus
and enforceable
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Circumstances Best
Suited For

Basic Steps to
Implement

Emerging/ Avreas can obtain SIP/TIP creditup |  Potentially does not offer as much e Emerging/voluntary o Develop description of
Voluntary to six percent for EE/RE potential SIP/TIP credit as the control measures for which the policies and perform
Measures policies/programs, or more if they strategy pathway because it establishes state, tribal or local quantification of
Pathway can make a clear convincing case limitations and conditions that limit the agency wishes to receive emissions impact of
Recognizes that some EE/RE credit which emerging/voluntary SIP/TIP credit. policies and programs.
policies/programs are not easy to measures can receive e Commit to monitor,
enforce or easily quantified ¢ Quantification of emissions impacts may evaluate, and report at
be difficult for emerging/voluntary least every three years
measures to the public and EPA
on the resulting
emissions effect of the
emission or pollutant
reduction measure
WOE Documentation for this pathway is | e This option carries less impact than e EE/RE policies/ e Develop basic
Option the least rigorous and requires the including an EE/RE policy in the SIP/TIP programs where a state, description of policies

least amount of effort.

A state, tribal or local agency can
include emission reductions from
any policy or program that may
impact a nonattainment area
without demonstrating how the
state, tribal or local agency will
meet the SIP/TIP control strategy
criteria.

as part of the control strategy or in the
emissions baseline.

tribal or local agency
wants to claim emissions
benefit that will affect
the area’s future year air
quality design value, but
modeling the impact of
the policy/program is
either too resource
intensive or not possible.
e State, tribal and local
agencies can use this
option only if they are
within a prescribed
margin of attaining the
applicable National
Ambient Air Quality
Standard (NAAQS).

and perform basic
quantification of
emissions impact of
policies and programs.
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SECTION 3.0: FUTURE BASELINE PATHWAY
A baseline forecast of future emissions in the attainment year is made when a jurisdiction
prepares a SIP/TIP or performs a SIP revision. The purpose of the baseline forecast is to

document expected conditions in the
absence of new measures or policies.
Because projected emission levels are
affected by demand for electric power
and new generation capacity,
jurisdictions can take steps

to understand the impacts of their
EE/RE policies and programs, and to
represent these impacts in baseline
emission forecasts. States, local, and
tribal agencies interested

in accounting for “on the books”
EE/RE policies in the baseline
pathway can conduct their own
analysis or start by using EPA’s
existing methodology and results (see
Appendix E).

EGU Emissions Baseline Projection
Options for State, Tribal and Local
Agencies

Figure 3.1: Manual Roadmap for
Baseline Pathway

Baseline Pathway

I

For information on how power
distribution works in an area
See Appendix B

For an understanding of existing
baseline pathway guidance
See Appendix C.2

For potential revised ozone NAAQS, if
you want to use EPA’s IPM Run
See Appendix E.2

For potential revised ozone NAAQS, if
you do not want to use EPA’s IPM Run
See Appendix E.3

EE/RE SIP examples
See Appendix J

Jurisdictions seeking to include existing EE/RE policies and programs in SIPsS/TIPs
should consider adopting the future baseline pathway addressed here. By taking this
approach, the emission impacts from existing policies (i.e., policies already adopted by a
jurisdiction) are captured in the baseline, along with other “on the books” requirements,
conditions, and assumptions affecting the electric generating unit (EGU) sector baseline
forecast. A first step for jurisdictions is to identify the set of existing Federal and State
policies and programs that are included (and those not included) in the baseline electricity

Baseline Pathway Conditions

State, local and tribal agencies can include a specific
EE/RE policy in the future SIP/TIP attainment year

emissions baseline if:

It has already been adopted by an appropriate

jurisdiction
AND

The effects of the policy have not already been
accounted for in the SIP/TIP — that is, you are not

double counting.

demand forecast. State, local, and
tribal agencies can then estimate
the impacts of previously-omitted
policies and programs, and use
these results to develop a revised
electricity demand forecast and/or
revised forecast of future
generation capacity. This updated
demand and supply forecast can
subsequently be used as a basis for
the EGU sector emissions forecast
over the period of interest. The

new future emissions baseline —

with a reflection of existing EE/RE policies and programs of interest — becomes the
starting point from which additional control strategy measures are assessed.
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Appendix E discusses the steps a state, tribal or local agency needs to take to pursue this
pathway, and process issues state, tribal and local agencies are likely to encounter such as
expected level of effort, other resources needed, and stakeholders that need to be
involved.

Agencies interested in leveraging EPA’s energy modeling capability (using the IPM
model) to quantify EE/RE under the forthcoming ozone NAAQS can start by reviewing
Appendix E.2. States, local, and tribal agencies considering developing their own
quantification method can review Appendix E.4. Appendix J provides examples of how
other states have approached incorporating EE/RE policies into SIPs.

Baseline Conditions To Be Met

Certain conditions have to be met in order to include a policy in the future attainment
year baseline. For example, energy efficiency resource standards (EERS) that have been
adopted in law can be included in the baseline emissions forecast. However, if a state,
tribal or local agency is currently discussing whether to adopt such a policy, or has
proposed but not yet adopted one, it is not appropriate to include. Purely voluntary
policies are likewise ineligible.

In addition, EPA wants to ensure that the emissions reductions from EE/RE policies are
not counted twice. State, tribal and local agencies must clearly understand and account
for the EE/RE policies/programs in the baseline forecast before attempting to adjust this
forecast to account for additional EE/RE policies and programs.

Mandatory Policies That Are Not Traditionally, Federally Enforceable

It is also important to understand that EE/RE policies incorporated into the future
baseline are not traditionally, federally enforceable and that EPA may not bring an
enforcement action against an entity for failure to meet Clean Air Act requirements. If
the EE/RE policy or program is not implemented then the state may implement backup
policies to make up for the emissions shortfall. Alternatively, EPA may initiate a SIP call
under section 110 of the Clean Air Act in which EPA can request that the state revise the
SIP to make up the emissions shortfall brought about the area’s failure to implement the
policy as envisioned in the baseline. Additionally, state utility regulators typically have
their own mechanisms to require compliance with state EE/RE policy requirements,
including financial incentives for exceeding state policy requirements and penalties for
non-compliance.
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SECTION 4.0: CONTROL STRATEGY PATHWAY

SIPs/TIPs must include strategies

containing control measures to provide Figure 4.1: Manual Roadmap for
emissions reductions to enable Control Strategy Pathway
nonattainment and maintenance areas to

attain and meet certain SIP requirements. Control Strategy Pathway

The control strategy pathway would
provide state, t(ibal and local ager]cies the For information on how power
opportunity to include EE/RE policies as N distribution works in an area
part of a control strategy. It is best suited See Appendix B

for a state, tribal and local agency that has
?doptEd EE/RE policies before it_SljlbmitS For an understanding of existing control
its SIP to EPA (“on the_ way_” p011c1es_) and Ls strategy pathway guidance
whose emissions benefits will be realized See Appendix C.3
coincident with the planning timeframe of
its SIP. The control strategy pathway offers = it o e S
the most visible and direct benefit in the pathway

SIP context and it is traditionally, federally See Appendix F
enforceable, which may make it more
desirable for some jurisdictions. In
addition, an EE/RE policy/program that is
qualified as a control strategy may help air

EE/RE SIP examples
See Appendix J

quality agencies to improve their
collaboration with state public service commissions and energy offices. If these energy-
related offices understand that the state, tribal or local agency is relying upon the
emissions benefits from EE/RE, that such benefits are required to be enforced, and that
gaps in achieving the environmental objectives of EE/RE would require the air quality
agency to be made up by other control strategies, then the offices can work with the air
agency at the planning stage to help design effective EE/RE policies/programs. And, the
energy office or public service commission has a role to ensure that the emissions
benefits are achieved.

This pathway involves more analysis and documentation than the baseline,
emerging/voluntary and WOE options. While both the control strategy and baseline
options involve significant quantification efforts, state, tribal and local agencies that
undertake the control strategy option also have to demonstrate that the emissions
reductions resulting from their mandatory EE/RE policies are surplus, enforceable and
permanent. This manual clarifies how those requirements can be satisfied. State, tribal
and local agencies meeting the requirements would have to provide more documentation
than would be necessary under the baseline, emerging/voluntary and WOE approaches.
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Must Address

Figure 4.2: Four Criteria the Control Strategy Pathway

Permanent

Evidence of regulation or legislation
mandating program for planning

Enforceable

Federal enforceability is key to EPA
being able to provide expanded SIP
credit for these programs

period If the state failed to enforce the
program, EPA has the discretion to

enforce

Surplus
Quantifiable No double counting of emissions

reductions
Quantification of benefits of EE/RE

programs EPA requests a statement to that

effect from the state, local or tribal
government

3/30/11

Control Strategy
Option Is
Traditionally,
Federally Enforceable
Because the control
strategy option is
traditionally, federally
enforceable, process
issues could be greater.
The state, tribal or local
air quality office will
most likely need to
reach out to the state
Public Utility
Commission and others
to explain the
implications of making
the state, tribal or local

agency’s mandatory EE/RE policies traditionally, federally enforceable and to discuss a
mechanism (in consultation with EPA Regional offices) for coordinating state
enforcement with federal enforcement activities.

Additional details about this pathway are included in Appendix F. Appendix F.1 contains
information on the four criteria and how a state, tribal or local agency can satisfy them
(Figure 4.2 provides a brief description of the four criteria). With respect to quantifying
the benefits of mandatory EE/RE policies, the approach outlined in Appendices F.2 to F.4
recognizes that some state, tribal and local agencies (or groups of state, tribal and local
agencies) will possess the resources and capability to perform sophisticated modeling
analyses of the energy and air benefits of mandatory EE/RE policies, while others will
not. The appendices are organized by tiers of analysis from Tier One (advanced
quantification) to Tier Three (basic quantification). Appendix J provides examples of
initial state thinking about how to incorporate EE/RE policies into SIPs.

Basic Steps For Quantifying Mandatory EE/RE Policies
Overall, EPA’s guidance on SIP credit spells out four steps to address when quantifying

mandatory EE/RE policies under the control strategies pathway:

1) STEP 1 Quantify the energy savings that an energy efficiency policy will
produce, or, for a renewable energy policy, the amount of energy generation that
will occur, between the base year and the area’s attainment future baseline year.

2) STEP 2 - Quantify or estimate displaced EGU emissions from energy impacts of

an energy efficiency policy or renewable energy policy

3) STEP 3 - Determine the impact from the emission reduction on air quality in the

nonattainment area.

4) STEP 4 - Provide a mechanism to validate or evaluate the effectiveness of the

project or initiative.
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SECTION 5.0: EMERGING/VOLUNTARY MEASURES PATHWAY
A voluntary measure is a measure or

strategy that is not enforceable against an Figure 5.1: Manual Roadmap for

individual source. An emerging measure Emerging/Voluntary Measures

is a measure or strategy that does not have Pathway

the same high level of certainty as

traditional measures for quantification el B S a s e e

purposes. A measure can be both

voluntary and emerging. In 2004 Agency L el i UGl il IV
. . distribution works in an area

guidance EPA has recognized that many Gy ol

areas of the country have implemented

most available traditional emission control For an understanding of existing

strategies and want to try new types of N voluntarv/emergir_wdg measures pathway

1 1 1 uidance
pollutant reduction strategies to attain See jppen dix C.4

NAAQS, including voluntary EE/RE
programs. The EPA supports and
encourages the testing of voluntary and For information on the
emerging pollutant reduction strategies. voluntary/emerging measures pathway

See Appendix G
This pathway is similar to the control
strategy pathway in that an EE/RE EE/RE SIP examples
program can recelve emission reduction See Appendix J

SIP credit under this option. For
emerging/voluntary stationary measures,
the presumptive SIP credit limit is 6 percent of the total amount of emission reductions
required for the ROP, RFP, attainment, or maintenance demonstration purposes. These
measures must satisfy the four criteria for SIP measures:

Permanent
Quantifiable
Surplus
Enforceable

But the policy provides flexibility for emerging measures on the quantifiable criterion
and for voluntary measures it provides flexibility on the enforceable criterion.

The pathway is well suited for areas that have voluntary and/or emerging EE/RE
policies/programs are not easy to enforce and/or quantify but for which the area would
like SIP credit. The pathway does not offer as much potential SIP credit as the control
strategy pathway because it establishes limitations and conditions that limit the credit that
emerging/voluntary measures can receive. The pathway provides a mechanism that
allows state, tribal or local agencies to receive provisional emission reduction credit in
their SIP for new emission control and pollutant reduction strategies that have the
potential to generate additional emission reductions or air quality benefits. Provisionary
emission reductions or pollutant reduction strategies can become permanent when post-
implementation evaluations validate the amount of emission reductions achieved. The
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process issues and workload associated with this pathway are light to medium. They are
greater than the WOE pathway and less than the control strategy pathway.
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SECTION 6.0: WEIGHT OF EVIDENCE (WOE) PATHWAY
When state, tribal and local agencies prepare SIP demonstrations of attainment,
sometimes air quality modeling results can be inconclusive and predict that areas will not
attain a NAAQS based solely on

modeling. In those cases, EPA guidance Figure 6.1: Manual Roadmap for
allows areas to submit weight-of-evidence WOE Pathway

demonstrations to show that, despite

inconclusive modeling results, the area Weight of Evidence Pathway
will still attain based on other evidence.

Although WOE demonstrations can L For information on how power
include mandatory EE/RE distribution works in an area

policies/programs, the WOE option is best See Appendix B

suited for a state, tribal or local agency
that has voluntary EE/RE programs that

For an understanding of existing WOE

. i s pathway guidance
demonstrate, through basic quantification, ) See Appendix C.5
that emissions reductions will occur
within the same planning timeframe as For information on the control strategy
that used for attainment. While the WOE BT
See Appendix H

approach involves the least amount of
documentation and analysis, it also
provides the most uncertain potential EE/RE SIP examples
emissions reductions or air quality benefit See Appendix
for the SIP. Process issues for this option
are likely to be light, including the level of effort expected, resources needed, and
stakeholders that need to be involved.

Weight of evidence demonstrations are described in guidance EPA has issued on their
use in SIP attainment demonstrations.® Weight of evidence demonstrations are generally
a set of analyses of air quality, emissions, meteorological data, and modeling data that
State, tribal and local agencies can use to show that attainment of a NAAQS is likely,
despite modeled results which may not show attainment or may be close to the level of
the NAAQS. The greater the difference between the modeled design value and the level
of the standard, the more compelling the additional evidence produced by analyses must
be in order to conclude (based on the WOE results) that attainment is likely despite the
inconclusive modeled attainment test. EPA guidance includes guidelines for assessing
when corroborating analyses and/or weight of evidence determinations may be
appropriate.

Emissions reductions from mandatory EE/RE policies and voluntary programs proposed
for use in the WOE demonstration cannot be used elsewhere in the SIP. In other words,
no double counting is permitted. And the measures must be in place for the duration of
the SIP planning period. Appendix H describes the basics of the WOE approach in more
depth and provides information on WOE analyses and WOE examples.

® «Guidance on the Use of Models and Other Analyses for Demonstrating Attainment of Air Quality Goals
for Ozone, PM2.5, and Regional Haze,” http://www.epa.gov/scram001/guidance_sip.htm, EPA -454/B-07-
002, April 2007.
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Appendix A: Glossary

Allowances: Allowances represent the
amount of a pollutant that a source is
permitted to emit during a specified time
in the future under a cap and trade
program... Allowances are often
confused with credits earned in the
context of project-based or offset
programs, in which sources trade with
other facilities to attain compliance with
a conventional regulatory requirement.

Baseline period: The period of time
selected as representative of facility
operations before the energy efficiency
or renewable energy activity takes place.

Baseline: Conditions, including energy
consumption and related emissions,
which would have occurred without
implementation of the subject project or
program. Baseline conditions are
sometimes referred to as “business-as-
usual” conditions. Baselines are defined
as either project-specific baselines or
performance standard baselines.

Clean Air Act (CAA): The Clean Air
Act is the law that defines EPA's
responsibilities for protecting and
improving the nation’s air quality and the
stratospheric ozone layer. The last
major change in the law occurred when
Congress enacted the Clean Air Act
Amendments of 1990. Legislation
passed since then has made several
minor changes.

Criteria Air Pollutant: The Clean Air
Act requires EPA to set National
Ambient Air Quality Standards for six
common air pollutants. These commonly
found air pollutants (also known as

"criteria pollutants™) are found all over
the United States. They are particle
pollution (often referred to as particulate
matter), ground-level ozone, carbon
monoxide, sulfur oxides, nitrogen
oxides, and lead.

Demand: The time rate of energy flow.
Demand usually refers to electric power
measured in KW (equals kWh/h) but can
also refer to natural gas, usually as
Btu/hr, kBtu/ hr, or therms/day.

Discount rate: A measure of the time
value of money. The choice of discount
rate can have a large impact on the cost-
effectiveness results for energy
efficiency. As each cost-effectiveness
test compares the net present value of
costs and benefits for a given
stakeholder perspective, its computation
requires a discount rate assumption.

Electric generating unit(s) (EGU):
This is an entity that supplies electricity
to the electricity system relying on a
variety of fuels.

Electricity Dispatch models:
Electricity Dispatch models (also
commonly referred to as “production
cost” models) simulate the dynamic
operation of the electric system,
generally on a least-cost system
dispatch. In general, these models
optimize the dispatch of the system
based on the variable costs of each
resource and any operational constraints
that have been entered into the model.
These models are helpful in assessing
which existing plants are displaced.
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These models are also used in short-term
planning and regulatory support.

Emissions & Generation Resource
Integrated Database (eGRID): eGRID
is an EPA-maintained comprehensive
inventory of environmental attributes of
electric power systems, providing air
emissions data for the electric power
sector.

Energy efficiency (EE): Refers to
specific end-use programs, projects and
measures that achieve the same or better
level of performance as existing
technology or approaches through lower
energy consumption. These efforts
reduce overall electricity consumption
(reported in kilowatt or megawatt hours),
often without explicit consideration for
the timing of program-induced savings.
Such savings are generally achieved by
substituting technologically more
advanced equipment to produce the
same level of end-use services (e.g.
lighting, heating, motor drive) with less
electricity. Examples include high-
efficiency appliances, efficient lighting
programs, high-efficiency heating,
ventilating and air conditioning (HVAC)
systems or control modifications,
efficient building design, advanced
electric motor drives, and heat recovery
systems.

Energy efficiency measure:
Installation of equipment, installation of
subsystems or systems, or modification
of equipment, subsystems, systems, or
operations on the customer side of the
meter, in order to improve energy
efficiency.

Energy efficiency policy: Energy
efficiency policy means an enacted law
and/or regulation by a state, locality or
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public utility commission order which
requires applicable entities to adopt
energy efficient technologies and/or
practices, or to undertake activities to
further such adoption in the marketplace.
It can include: (1) policies that establish
minimum efficiency requirements for
new homes and buildings (building
energy codes) or appliances (appliance
standards); (2) policies that establish
requirements on utilities (or other
program administrators) to deliver a
specified amount of energy savings by
developing energy efficiency programs
to increase market adoption of EE
technologies and practices (energy
efficiency resource standards); and (3)
policies that commit to specified funding
levels dedicated to implementing energy
efficiency programs (e.g., public benefits
funds). State and local governments
both have authority over energy
efficiency policies. EE policies are
generally enforced over a multi-year
period (e.g., through 2020) or until
changed or updated by revised
legislation or regulation (e.g., adopting a
revised building energy code). These
programs can be funded through
ratepayer surcharges, Federal funds (e.g.,
ARRA, SEP), proceeds from pollution
auctions such as the Regional
Greenhouse Gas Initiative (RGGI) or
any combination of the above.

Energy Efficiency Program: Energy
efficiency program means a program
designed to increase adoption of energy
efficient technologies and practices in
particular end-use sectors (or specific
market segments within a sector)
through education & outreach, financial
incentives, and/or technical assistance.
An individual EE program can be run by
a utility, state or local government,
and/or third parties. In most cases, EE
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program administrators (i.e., utilities,
state agencies, or 3rd parties) develop
and implement EE programs to meet
adopted EE policy objectives. State
Public Utilities Commissions (PUCSs)
oversee and approve the EE programs
funded with rate-payer resources. EE
programs typically operate over a 1-3
year period.

Energy model: This refers to the
numerous models that are available for
simulating the electric power system.
They have strengths and weaknesses
relative to each other, as a general
matter, since they strike different
tradeoffs between the level of rigor and
ease of use.

Evaluation: The performance of studies
and activities aimed at determining the
effects of a program; any of a wide range
of assessment activities associated with
understanding or documenting program
performance, assessing program or
program-related markets and market
operations; any of a wide range of
evaluative efforts including assessing
program-induced changes in energy
efficiency markets, levels of demand or
energy savings, and program cost-
effectiveness.

Future attainment year baseline: A
baseline forecast of future emissions is
made when an area prepares a State
Implementation Plan (SIP)/Tribal
Implementation Plan. Future year
emission projections provide a basis for
considering control strategies for SIPs,
conducting attainment analyses, and
tracking progress towards meeting air
quality standards.

Heating, Ventilating, and Air
Conditioning (HVAC): This refers to
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technology to provide for indoor
environmental comfort.

Integrated Planning Model (IPM):
The EPA uses IPM to analyze the
projected impact of environmental
policies on the electric power sector in
the 48 contiguous states and the District
of Columbia. EPA has used multiple
iterations of the IPM model in various
analyses of regulations and legislative
proposals.

Kilowatt-hour (KWh): A measure of
electricity defined as a unit of work or
energy, measured as 1 Kilowatt
(1,000watts) of power expended for 1
hour. One kWh is equivalent to 3,412
Btu.

Load shapes: Representations such as
graphs, tables, and databases that
describe energy consumption rates as a
function of another variable such as time
or outdoor air temperature.

Marginal emission rates: The
emissions associated with the marginal
generating unit in each hour of the day.

Measurement and verification
(M&V): Data collection, monitoring,
and analysis associated with the
calculation of gross energy and demand
savings from individual sites or projects.
M&V can be a subset of program impact
evaluation.

Megawatt (MW): One million watts of
electricity.

Megawatt-hour (MWh): One thousand
kilowatt-hours or Imillion watt-hours.
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National Ambient Air Quality
Standards (NAAQS): The CAA, which
was last amended in 1990, requires EPA
to set NAAQS (40 CFR part 50) for
pollutants considered harmful to public
health and the environment. The CAA
established two types of national air
quality standards. Primary standards set
limits to protect public health, including
the health of "sensitive" populations
such as asthmatics, children, and the
elderly. Secondary standards set limits
to protect public welfare, including
protection against decreased visibility,
damage to animals, crops, vegetation,
and buildings.

Nitrogen Oxides (NOy): Nitrogen
oxide can refer to a binary compound of
oxygen and nitrogen, or a mixture of
such compounds.

“On the books” EE/RE Policies:
EE/RE policies that have been adopted
by a legislative or regulatory body.

“On the way” EE/RE Policies: EE/RE
policies that are planned for adoption by
a legislative or regulatory body prior to
the submittal of the SIP in question to
EPA.

Peak demand: The maximum level of
metered demand during a specified
period, such as a billing month or a peak
demand period.

Portfolio: Either (a) a collection of
similar programs addressing the same
market, technology, or mechanisms or
(b) the set of all programs conducted by
one organization.

Program: A group of projects, with
similar characteristics and installed in
similar applications.
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Public Utilities Commission (PUC) or
Public Service Commission (PSC): A
PUC or PSC is a governing body that
regulates the rates and services of a
public utility. In some cases,
government bodies with the title "Public
Service Commission™ may be civil
service oversight bodies, rather than
utilities regulators.

Renewable Energy (RE): Energy
resources are naturally replenishing but
flow-limited. They are virtually
inexhaustible in duration but limited in
the amount of energy that is available
per unit of time. Renewable energy
resources include biomass, hydro,
geothermal, solar, wind, ocean thermal,
wave action, and tidal action.

Renewable Energy Policy:
Regulations, statutes, or state public
utility commission orders that require
parties to acquire renewable energy or to
commit to funding levels for programs
aimed at acquiring RE.

Renewable Energy Program:
Renewable energy program means a
program designed to increase the
production and use of renewable energy
sources through resource development
and procurement, education & outreach,
financial incentives, and/or technical
assistance.

Renewable Portfolio Standard (RPS):
An RPS is a regulation that requires the
increased production of energy from
renewable energy sources, such as wind,
solar, biomass, and geothermal.

State Implementation Plans (SIPs): A
SIP is a plan developed by a state for
how that state will comply with the
requirements of the federal Clean Air
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Act, administered by the Environmental
Protection Agency. The SIP consists of
narrative, rules, technical
documentation, and agreements that an
individual state will use to clean up
polluted areas.

Traditional, Federal enforceability:
This refers to what occurs in the SIP
planning process when EPA approves a
SIP control strategy submitted to it for
review. When that occurs, it becomes
traditionally federally enforceable,
which provides EPA with authority to
ensure the SIP is implemented.

Tribal Implementation Plans (TIPs):
Although not required to do so, a tribe
with Treatment as State eligibility may
develop its own air quality control plan,
called a Tribal Implementation Plan
(TIP), for approval by EPA. A TIP
enacted by a tribal government and
approved by the EPA is legally binding
under both tribal and federal law and
may be enforced by the tribe, EPA, and
the public.

Voluntary EE/RE Programs:
Voluntary EE/RE programs are
programs adopted by state and local
governments or other parties to promote
EE/RE that may or may not result from
an EE/RE policy.

Voluntary/emerging measures

policy: In September 2004, EPA issued
guidance entitled: “Incorporating
Emerging and Voluntary Measures in a
State Implementation Plan (SIP).” The
guidance provides a policy for areas to
try new types of pollutant reduction
strategies such as EE/RE programs to
attain or maintain the NAAQS and meet
CAA requirements.
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Watt (W): The unit of electrical power
equal to one ampere under a pressure of
one volt. A Watt is equal to 1/746 horse
power.

Weight-of-evidence (WOE): WOE
refers to the augmenting of a SIP
modeled attainment test with
supplemental analyses may yield a
conclusion differing from that indicated
by the modeled attainment test results
alone.
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Appendix B: Overview of the U.S.
Electric System

SECTION B.1: INTRODUCTION

Generating electricity from fossil fuels is the single largest source of anthropogenic
carbon dioxide (CO2) emissions in the United States, representing 40 percent of CO2
emissions in 2008.” It is also the largest source of criteria air pollutants that affect air
quality and human health. For these and other reasons there has been growing interest in
understanding the impacts of state-level energy efficiency and renewable energy (EE/RE)
policies on emissions from power generation. Much of this interest has come from state
environmental regulators interested in including emission reductions from EE/RE
policies in their plans for improving and maintaining air quality.

For these stakeholders and others working to analyze the effects of clean energy on air
pollution emissions, there is a need to:

e Understand the electric system

e Understand how the system is likely to respond to the introduction of clean
energy resources

e Conduct analysis that credibly and accurately represents this interaction and
estimates reductions in air pollution

Appendix B is intended to address these needs®. It highlights the basic workings of the
electric system and addresses important issues that arise in energy and emissions
planning, most notably the “control strategy pathway” for state implementation plan
(SIP)/Tribal Implementation Plan (TIP) quantification (see Appendix F). A key take-
away from this Appendix is that the operation of regional power systems is complex and
dynamic, so predicting how these systems will react to new resources — including energy
efficiency and renewable energy — is likewise a complex undertaking.

SECTION B.2: ABOUT THE U.S. ELECTRIC SYSTEM

The most common way to generate electricity is to burn fossil fuels to convert water into
steam, and to use the steam to spin a turbine that is connected to an electric generator.
Generators can also be turned by water — as is the case with hydroelectric power plants —
or by wind turbines. In all cases, the electricity generated at these facilities flows across
the transmission and distribution system to where it is needed to meet customer demand
in cities and rural areas.

" “Inventory of U.S. Greenhouse Gas Emissions and Sinks: 1990-2008,” April 2010, Table ES-2.

® An additional resource for states interested in understanding the U.S. electric system is U.S. EPA’s
guidance, Assessing the Multiple Benefits of Clean Energy: A Resource for States. See:
http://www.epa.gov/statelocalclimate/resources/benefits.html
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The North American electric system is an interconnected network for generating,
transmitting, and delivering electricity to consumers. Over the past 100 years, the system
developed around a "central station™ model that distributes power from large generating
stations (often located near a fuel source) to customers located in load centers that are
hundreds of miles away. The current electricity delivery system was designed and built
in the 1950s to move large quantities of power from generators to consumers at low cost.
Despite a recent trend towards more "distributed™ power — in which small generation
facilities are located near loads — most electric power in the U.S. continues to be
generated at central-station facilities powered by coal, natural gas, nuclear, and
hydropower.

The North American electric system is divided into four distinct grids in the continental
United States and Canada: the Eastern, Western, Quebec, and Electric Reliability Council
of Texas (ERCOT), as depicted in Figure B.2, NERC Interconnections. The generators,
power lines, substations, and power distribution system are the responsibility of various
utility companies working together under regional oversight to keep each grid
operational. Each grid has only limited connections to the other three, but within them
electricity is imported and exported continuously among numerous smaller power control
areas (PCA).

PCAs are managed by system operators, or transmission organizations, whose main
function is to maintain the reliability of the system in their areas (e.g., New England,
New York, California, etc.). They do this by keeping the electricity supplied by the
power plants in balance with that demanded by customers. This happens in real-time,
every day of the year. In other words, energy is simultaneously being generated and
consumed on each grid in the same quantity. There is very little ability to store
electricity, and it is difficult for the grid to accommodate large, rapid changes in use and
generation.

SECTION B.3: HOW THE ELECTRIC SYSTEM WORKS

Figure B.1 depicts the flow of power from the generating station, or power plant, to the
transformer and transmission lines through a substation transformer (that reduces voltage)
to the distribution lines. It then flows through the pole transformer to the consumer’s
service box. Electricity transmission typically refers to power flow between the
generating station and a substation, and electricity distribution most often refers to
delivery from the substation to consumers. The flow of electricity occurs in accordance
with the laws of physics—along “paths of least resistance,” in much the same way that
water flows through a network of canals.

Over time in a given location, the consumer demand for power fluctuates significantly.
For instance, residential electricity demand typically peaks in the morning and evening
when residents are home and operating electricity-consuming products. In contrast,
commercial electricity demand typically peaks during the middle of the day while
industrial demand varies by individual firm and type of industry. System planners have
to account for these variations as well as other factors such as weather and the availability
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of individual power plants, all while keeping the system in balance. Fortunately, the
aggregate demand of the many jurisdictions across a single grid behaves in a relatively

predictable manner.

To meet consumer demand, the grid operators rely on a fleet of power plants with
different operational characteristics, fuels, and cost structures. Base load plants such as

Figure B.1: System Flow of Electricity
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nuclear and most coal plants operate 24 hours a day and do not readily cycle up and

down. They are meant to start up and keep

running until maintenance is needed. Base load
units are also characterized by relatively high
capital costs and a ramp-up process that is slow,
expensive, and results in wear on the generating
units. As power demand increases over the
course of a day, intermediate and peaking plants
come on line. These plants have the physical
capability to quickly ramp up power production
to meet increasing demand and to rapidly cycle
down once that demand dissipates. These plants
are often engines or turbines that are fueled by oil
or natural gas (see Figure B.3).

The Marginal Unit

* The highest-cost unit dispatched at any point in
time is said to be “on the margin” and is known
as the “marginal unit.” At peak times, for
example, high-cost combustion turbines and
gas/oil peaking units are frequently on the
margin. During off-peak times, plants with
lower operating costs (e.g., combined cycle gas
turbines and coal-fired steam units) can be on
the margin. In some regions the cost used to
determine merit order for dispatch is the
variable cost of running each plant (mainly fuel
cost), but in other regions the criterion for
dispatch is a bid price submitted by the owners
of the generators

The decision of which power plants to dispatch

and in what order is based in principle on economics,

with the lowest-cost resources

dispatched first and the highest cost resources last. The last resources to be called upon
are referred to as the marginal units, which are typically the most expensive units to run.
In some cases in certain parts of the country, these plants can also be among the dirtiest
and least efficient of the power plant fleet.

Renewable energy and energy efficiency can affect the dispatch in different ways, though
both cause marginal units to run less frequently and result in fewer air emissions. In the
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case of efficiency, energy consumption is lowered at the point of consumption resulting

in a reduction in demand on the electric system and a corresponding reduction in

emissions from the power plant fleet.

Figure B.2: NERC Interconnections
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In contrast, renewable energy sources reduce the output from the marginal unit by

producing electricity for the power. Thus, a wind farm producing electricity displaces the

need for electricity that would have otherwise been produced by that marginal unit.

Since wind power results in zero emissions, overall emissions from the power plant fleet

are reduced (absent a cap on emissions that determines overall pollution levels).

This theory of “economic dispatch” predicts that any new resource shifts upward all
resources above it in the dispatch order, reducing demand on the marginal unit (the most
expensive unit needed to meet demand). Actual plant dispatch, however, is frequently

more complicated than the representation in Figure B.3 for three main reasons:

e Transmission constraints may require system operators to dispatch certain units

that are more expensive than other available units.

e Itis time consuming to start and stop many types of large generating units.

Limitations on unit “ramp-up rates” also force system operators to keep some
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units running during periods when they are not needed (in order to have the units
available when they are needed). These are referred to as load following, or
intermediate units, and are often running at a lower and less efficient rate while
not producing any power for input into the grid.

e System operators do not treat generating units as single entities in the dispatch
process. Instead, plant owners in competitive markets typically bid the power
from an individual generating unit into a smaller number of “blocks” that are
instead bid into the grid.

Because actual unit dispatch often looks very different from the ideal shown in Figure
B.3., environmental regulators and others should be aware of how these electric-system
realities are represented in control-measure estimates of emissions reductions.

Figure B.3: Unit Dispatch in a Power System
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SECTION B.4: THE LOCATION OF EMISSIONS REDUCTIONS RELATIVE
TO THE SITING OF CLEAN ENERGY RESOURCES

The goal of clean energy policies in the SIP planning context is typically to reduce
emissions within the state, tribal area or region where the policies are implemented. To
achieve this goal, all (or a portion of) the emissions reductions from EE/RE must occur in
a location that affects air quality in the implementing jurisdiction. The environmental
regulator can take steps to ensure that the analysis supporting such a policy accounts for
the interconnected and dynamic nature of the power system, and that it examines the
possibility that the benefits of clean energy policies may not be completely realized
within the jurisdiction of interest.

This can be illustrated by the example of a state with a renewable portfolio standard
requiring utilities to buy a fixed percentage of their electricity from renewable energy
facilities. If a local utility signs an energy-purchase contract with the nearest renewable
facility, the state may find it difficult to correlate wind power produced by that wind farm
to a corresponding reduction in electric output and emissions from specific fossil-fuel
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generators. The implementing state needs to ensure that the emission reductions occur at
an upwind or nearby facility that affects the implementing state’s air quality.

For this reason, it is critically important to understand and accurately predict how the

regional power grid is likely to behave when assessing the emissions benefits from clean
energy resources.
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Appendix C: Existing Energy
Efficiency/Renewable Energy
Guidance

SECTION C.1: INTRODUCTION

The purpose of this appendix is to provide brief information on existing EPA guidance
that touches on EE/RE and SIPs. It is organized by pathway. EPA has issued five
guidance documents related to incorporating EE/RE programs in SIPs or one of the four
pathways:

e Guidance on State Implementation Plan (SIP) Credits for Emission Reductions
from Electric-Sector Energy Efficiency and Renewable Energy Measures, August
2004.

e Guidance on Incorporating Emerging and Voluntary Measures in a State
Implementation Plan (SIP), September 2004.

e Guidance on the Use of Models and Other Analyses for Demonstrating
Attainment of Air Quality Goals for Ozone, PM2.5, and Regional Haze, April
2007.

e Incorporating Emerging and Voluntary Measures in a State Implementation Plan
(SIP), September 2004.

e Guidance on Incorporating Bundled Measures in a State Implementation Plan,
August 2005.

SECTION C.2: EXISTING GUIDANCE ON BASELINE PATHWAY

There are several guidance documents that provide recommendations on how to estimate
emissions for future years. Among point source emissions, there are two major subsets:
electric generating utilities (EGUs) and non-EGUs. The Clean Air Markets Division
(CAMD) of the U.S. EPA uses the Integrated Planning Model (IPM) to model emissions
trading programs and to predict future-year emissions from EGUs. More information on
IPM is available at (http://www.epa.gov/airmarkt/epa-ipm/). Additionally, IPM-based
emissions are posted by CAMD on EPA’s website (http://www.epa.gov/airmarkets/epa-
ipm/iagr.html). Other models may exist and could be used for estimation of future-year
emissions.

SECTION C.3: EXISTING GUIDANCE ON CONTROL MEASURE PATHWAY
EPA guidance spells out the criteria that energy efficiency/renewable energy (EE/RE)
measures need to address to be a SIP control measure:

e Quantifiable;

e Surplus;
e Enforceable; and
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e Permanent.

Quantifiable
The EE/RE measure guidance spells out four steps to address when trying to quantify
EE/RE measures:

e STEPL: Estimate the energy savings that an energy efficiency measure will
produce, or, for a renewable energy project, the amount of energy generation that
will occur.

e STEP 2 - Convert the energy impact in STEP 1 into an estimated emissions
reduction.

e STEP 3 - Determine the impact from the estimated emission reduction on air
quality in the nonattainment area.

e STEP 4 - Provide a mechanism to validate or evaluate the effectiveness of the
project or initiative.

The guidance also indicates that emission reductions generated by measures to reduce
emissions must be quantifiable and include procedures to evaluate and verify over time
the level of emission reductions actually achieved. The emission quantification and
evaluation methods in this guidance may be used to satisfy this criterion. However, since
there can be many types of energy efficiency or renewable programs covering many
different areas, alternative protocols may also be acceptable, and would be evaluated, as
necessary, on a case-by-case basis.

Surplus

The EE/RE measure guidance indicates that emission reductions are surplus as long as
they are not otherwise relied on to meet air quality attainment requirements in air quality
programs related to your SIP. In the event that the measures to reduce utility emissions
are relied on by you to meet air quality-related program requirements, they are no longer
surplus and may not be used as an additional reduction to meet SIP emission reduction
requirements, such as the attainment demonstration, RFP, or ROP. The surplus
requirement is especially important in areas subject to a cap and trade program.

If an energy efficiency program causes several EGUs that are part of a cap and trade
program to scale back the amount of electricity they generate and therefore reduce overall
emissions, it may be difficult to show that these reductions meet the “surplus” criteria for
crediting the measure. This is because the units are still allowed to emit up to the same
number of allowances in the program even though the amount of electricity they need to
generate has been reduced. The energy efficiency or renewable energy measure, in effect,
allow the EGUs to comply with the cap and trade program with a slightly higher average
emission rate and a theoretically lower allowance price. Therefore, the estimated
emission reductions from the energy efficiency or renewable energy measure would
typically not be surplus, and would essentially be double counted if we permitted the
allowances that were freed up by the measure to be used and also provided additional SIP
credit for the energy efficiency actions.
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The presence of a cap and trade program, however, does not necessarily prohibit the use
of energy efficiency and renewable energy measures by a State agency to achieve
additional SIP reductions. One acceptable way of achieving additional emission
reductions from energy efficiency and renewable energy measures in the presence of a
cap and trade program is through the retirement of allowances commensurate to the
emissions expected to be reduced by the energy efficiency measures. The retirement of
allowances provides some level of assurance that the energy efficiency measures will
achieve emission reductions that are surplus to the emissions reductions under the cap
and trade program. Another way is to clearly demonstrate that emissions decrease in the
area despite the cap and trade program and the ability for plants to sell more electricity to
other areas. This demonstration will likely entail a detailed analysis of electricity dispatch
and allowance markets to determine the specific impact of the measures on the system.

Enforceable
The EE/RE measures guidance indicates that EE/RE measures may be:

o Enforceable directly against a source;
Enforceable against another party responsible for the energy efficiency or
renewable energy activity; or

e Included under our voluntary measures policy.’

EPA believes that most measures you may consider under the guidance would fall into
the second or third categories listed above. Energy efficiency and renewable energy are
unlike traditional control measures on stationary sources. There is typically a physical
distance between where the measure is implemented and the emission reductions, as well
as a geographic distribution to the emission reductions. Since electric generating units
are interconnected in the electric grid, a reduction in energy demand or generation from a
renewable resource will likely affect the operation and emissions of several fossil fired
units in the system. The energy efficiency or renewable energy measure itself may be
enforceable against the entities undertaking the activity even though they are not
responsible for the operation of the electric generators at which the emission reductions
are estimated for purposes of the SIP. For example, you could require certain entities to
purchase an amount of renewable energy. If you rely upon such requirements within the
SIP, then such measure could be enforceable against the entities required to purchase the
renewable electricity or to reduce energy consumption, even if those entities are not
responsible for the operation of the electricity generating units at which the emission
reductions are expected to occur.

If the reductions are “enforceable directly against the source”, then they are considered
enforceable if:

e They are independently verifiable;
e Violations are defined,;

® “Incorporating Voluntary Stationary Source Emission Reduction
Programs into State Implementation Plans,” USEPA/OAQPS, January 19, 2001,

http://www.epa.gov/ttn/oarpg/tl/memoranda/coverpol.pdf .
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e Those liable for violations can be identified;
e The state and EPA maintain the ability to apply penalties and secure appropriate
corrective actions where applicable;

e Citizens have access to all the emissions-related information obtained from the
source;

Citizens can file suits against the source for violations; and
e They are practicably enforceable in accordance with EPA guidance on practicable
enforceability.

If the reductions are “enforceable against another party responsible for the energy
efficiency or renewable energy activity”, then they are considered enforceable if:

The activity or measure is independently verifiable;
Violations are defined;
Those liable for violations can be identified;
The state and EPA maintain the ability to apply penalties and secure appropriate
corrective actions where applicable;
o Citizens have access to all the required activity information from the responsible
party;
Citizens can file suits against the responsible party for violations; and
e The activity or measure is practicably enforceable in accordance with EPA
guidance on practicable enforceability.

Permanent

The EE/RE measure should be permanent throughout the term for which the credit
is granted unless it is replaced by another measure or the State demonstrates in a
SIP revision that the emission reductions from the measure are no longer needed to
meet applicable requirements.

SECTION C.4: EXISTING GUIDANCE ON EMERGING/VOLUNTARY
MEASURES PATHWAY

EPA guidance describes an emerging measure as a new emission reduction or pollutant
reduction measure that is more difficult to accurately quantify than traditional SIP
emission reduction measures. The difficulty in quantifying the emission or pollutant
reductions may be due to scientific, technological, or informational uncertainty. The
ability to quantify reductions from emerging measures may require development of a
protocol based on assumptions and/or modeling to estimate the reduction impacts of the
emerging measure. A voluntary measure is an action by a source that will reduce
emissions of a criteria pollutant or a precursor to a criteria pollutant that the State could
claim as an emission reduction in its SIP for purposes of demonstrating attainment or
maintenance of the NAAQS, RFP, or ROP, but that is not directly enforceable against a
source. EPA guidance also describes how States can identify individual voluntary and
emerging measures and "bundle” them in a single SIP submission.
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How A State Can Get SIP Approval For Emerging/Voluntary Measures
A State would submit a SIP to EPA which:

e ldentifies and describes the measure;

Contains projections of emission or pollutant reductions attributable to the
program, along with relevant technical support documentation, including, for
emerging measures, a full discussion of the relevant best available science
supporting the measure;

e Enforceably commits the State to implementation of those parts of the measure
for which the State or local government is responsible;

e Enforceably commits the State to monitor, evaluate, and report at least every three
years to the public and EPA on the resulting emissions effect of the emission or
pollutant reduction measure;

e Enforceably commits the State to remedy any SIP credit shortfall in a timely
manner, if the program does not achieve projected emission reductions;

o Meets all other requirements for SIP revisions under sections 110 and 172 of the
CAA; and

e Undergoes public notice and comment as any other SIP revision.

Four Criteria For SIP Emerging/Voluntary Measures

Quantifiable

Emissions and emission reductions attributed to the measure are quantifiable if someone
can reliably and replicably measure or determine them. Any uncertainty in the
quantification should be addressed by following the guidance contained in the Economic
Incentives Program (EIP)'%in section 5.2 (b). Voluntary measures should meet this
provision unless the measure is also an emerging measure.

For emerging measures, EPA allows flexibility for the quantification requirement. Some
areas want to try new types of emission control or pollution reduction strategies. Some of
these new strategies have a substantial chance to be as effective (and possibly more
effective) than current measures in reducing criteria pollutant levels. The EPA supports
and wishes to promote the testing of new emission and pollutant control strategies. This
policy provides a mechanism that allows States to receive provisional emission reduction
credit in their SIP for new emission control and pollutant reduction strategies that have
the potential to generate additional emission reductions or air quality benefits.
Provisionary emission reductions or pollutant reduction strategies can become permanent
when post-implementation evaluations validate the amount of emission reductions
achieved. “Provisionary” in this case means the State may use particular emission
reductions for RFP or other purposes before the quantification procedure has been fully
validated. Even though these emission reductions can be used to fulfill CAA emission
reduction requirements, if post implementation evaluations do not show that all the
projected emissions reductions have occurred, the State must reconcile the difference

% “Improving Air Quality with Economic Incentive Programs,” EPA- 452/R-01-001, January
2001.
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between the projected and actual emissions reductions. In order to encourage emerging
new programs with which EPA and the States do not have significant experience, but
which are technically and scientifically sound, the Agency believes it is appropriate to
allow quantification based on best available science or information where direct,
empirically verified data are not available. In these circumstances, the State should
quantify the pollution reduction based on the best knowledge currently available for the
measure being considered. The State should develop a protocol based on a carefully
considered determination of the activities that it is committing to undertake and the
activities’ projected impact on pollution. The estimates may be based on modeling, on
extrapolated experience for similar types of projects or on another approach that is likely
to yield a reasonable estimate of pollution reduction.

Surplus

Emission reductions used to meet air quality attainment requirements are surplus as long
as they are not otherwise relied on in air quality-related programs relating to a SIP. For
voluntary and emerging measures, EPA believes these reductions should also be surplus
to adopted State air quality programs, even those programs that are not in the SIP, such as
a consent decree and Federal rules that focus on reducing criteria pollutants or their
precursors. For emission reductions used for attainment, RFP, ROP, maintenance or
general conformity, the emission reductions cannot already be assumed for the same
requirement, where the requirements are cumulative. An emission reduction may be used
for more than one of these requirements. For example, emission reductions used to meet
the RFP requirement may also be used for the attainment demonstration. However
emission reductions are not surplus if they have already been assumed in a program. In
other words, States cannot claim emission reductions that are already assumed in the
existing SIP, or that result from any other emission reduction or limitation of a criteria
pollutant or precursor that the State is required to have to attain or maintain a NAAQS or
satisfy other CAA requirements. In the event that emission reductions relied on from a
measure are subsequently required by a new air quality related program, such as those
listed above, those emission reductions would no longer be surplus for this purpose.

Enforceable

While we have already stated that voluntary measures are not enforceable against the
source, the State would be responsible for assuring that the emission reductions credited
in the SIP occur. The State would make an enforceable commitment to monitor, assess
and report on the emission reductions resulting from the voluntary measures and to
remedy any shortfalls from forecasted emission reductions in a timely manner as
discussed below.

Emission reductions and other required actions are enforceable against the source if for
each source:

e They are independently verifiable;

e Program violations are defined;
e Those liable can be identified;
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e For emerging measures, the State and the EPA maintain the ability to apply
penalties and secure appropriate corrective action where applicable;

e They are enforceable in accordance with other EPA guidance on practicable
enforceability;

e For voluntary measures, the EPA maintains the ability to apply penalties and
secure appropriate corrective action from the State where applicable and the State
maintains the secure appropriate corrective action with respect to portions of the
program that are directly enforceable against the source;

e Citizens have access to all the emissions-related information obtained from the
source; and

e For emerging measures, citizens can file suits against sources for violations.

Permanent

The voluntary/emerging measures guidance indicates that an emission reduction strategy
must continue throughout the term that the credit is granted unless it is replaced by
another measure (through a SIP revision) or the State demonstrates in a SIP revision that
the emission reductions from the measure are no longer needed to meet requirements that
apply to voluntary and emerging measures.

Emission Reduction (SIP) Credit

The EPA believes that it is appropriate to presumptively limit the amount of emission
reductions allowed for approval under this policy. Although EPA concludes that
emerging measures are consistent with the statute because all emerging measures will be
accompanied with an appropriate enforceable backstop commitment from the state as
described in this policy, EPA believes it is appropriate to limit these measures to a small
portion of the SIP given the untested nature of the control mechanisms. The presumptive
limit is 6 percent of the total amount of emission reductions required for the ROP, RFP,
attainment, or maintenance demonstration purposes. The limit applies to the total number
of emission reductions that can be claimed from any combination of voluntary and/or
emerging measures, including those measures that are both voluntary and emerging. The
limit is presumptive in that EPA believes it may approve measures into a SIP in excess of
the presumptive six percent where a clear and convincing justification is made by the
State as to why a higher limit should apply in their case. Any request for a higher limit
will be reviewed by EPA on a case-by-case basis. Any approval of emerging measures
under this policy will be conducted through full notice-and-comment rulemaking in the
context of a particular state SIP revision.

Bundling Emerging/VVoluntary Measures

Emerging/voluntary measures can also be bundled together. The emissions reductions
for each measure in the bundle would be quantified and, after applying an appropriate
discount factor for uncertainty, the total reductions would be summed together in the SIP
submission. After SIP approval, each individual measure would be implemented
according to its schedule in the SIP. It is the performance of the entire bundle (the sum
of the emissions reductions from all the measures in the bundle) that is considered for SIP
evaluation purposes, not the effectiveness of any individual measure.

49



EXTERNAL REVIEW DRAFT 3/30/11

SECTION C.5: EXISTING GUIDANCE ON WOE PATHWAY

The air quality modeling guidance issued in 2007 addresses the weight-of-evidence
approach for attainment demonstrations. The guidance indicates that States/Tribes
should always perform complementary analyses of air quality, emissions and
meteorological data, and consider modeling outputs other than the results of the
attainment test. Such analyses are instrumental in guiding the conduct of an air quality
modeling application. Sometimes, the results of corroboratory analyses may be used in a
weight of evidence determination to show that attainment is likely despite modeled results
which may be inconclusive. The further the attainment test is from being passed, the
more compelling contrary evidence produced by corroboratory analyses must be to draw
a conclusion differing from that implied by the modeled attainment test results. If a
conclusion differs from the outcome of the modeled test, then the need for subsequent
review (several years hence) with more complete data bases is increased. If the test is
failed by a wide margin (e.g., future design values outside the recommended range at an
individual site or multiple sites/locations), it is far less likely that the more qualitative
arguments made in a weight of evidence determination can be sufficiently convincing to
conclude that the NAAQS will be attained. Table 2.1 contains guidelines for assessing
when corroboratory analyses and/or weight of evidence determinations may be
appropriate.

In a weight of evidence (WOE) determination, States/Tribes should review results from
several diverse types of air quality analyses, including results from the modeled
attainment test. As a first step, States/Tribes should note whether or not the results from
each of these analyses support a conclusion that the proposed strategy will meet the air
quality goal. Secondly, States/Tribes should weigh each type of analysis according to its
credibility, as well as its ability to address the question being posed (i.e., is the strategy
adequate for meeting the NAAQS by a defined deadline?). The conclusions derived in the
two preceding steps are combined to make an overall assessment of whether meeting the
air quality goal is likely. This last step is a qualitative one. If it is concluded that a
strategy is inadequate to demonstrate attainment, a new strategy is selected for review,
and the process is repeated. States/Tribes should provide a written rationale documenting
how and why the conclusion is reached regarding the adequacy of the final selected
strategy. Results obtained with air quality models are an essential part of a weight of
evidence determination and should ordinarily be very influential in deciding whether the
NAAQS will be met.
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Appendix D: Understanding State
Renewable Energy and Energy
Efficiency Policies

SECTION D.1: INTRODUCTION

States have adopted and implemented a wide range of policies aimed at increasing the
quantity of energy efficiency and renewable energy resources. These policies have been
implemented for many reasons including energy security, resource diversity, economic
development, reducing exposure to volatile fuel prices, and improving air and water
quality and public health. This appendix provides a general description of common
energy efficiency and renewable energy policies, and provides some key questions for
state officials to consider when evaluating whether it makes sense for a state to account
for the future impacts of EE/RE policies in a SIP.

SECTION D.2: OVERVIEW OF STATE RENEWABLE ENERGY POLICIES
For purposes of this manual, the discussion of renewable energy policies will focus on
state Renewable Portfolio Standards (RPS). States may have other renewable energy
policies including surcharges on bills to be invested in renewable energy projects,
financial and tax incentives to allow businesses and residents to install renewable energy
projects on their sites, and tax incentives to lure renewable energy businesses to a state.
RPS are emphasized here as these policies, when implemented, impact the operation of
large numbers of power plants and potentially decrease emissions from that sector in a
particular state or power pool.

RPS are typically implemented and enforced by state energy officials or public service
commissions, and require that entities that sell electricity in that state to consumers to
procure a minimum amount of their electricity supply from renewable electricity sources.
RPSs are also enforced by these agencies, and must be updated and/or revised by
legislation or regulation.

For more information on RPSs and other state renewable energy policies, see EPA’s
Guide to Action (Chapter 5) and other resources highlighted in section D.6 of this
appendix.

As of this writing, 37 states had implemented some form of a RPS.'* However, there are
significant differences between state policy designs, including:

Y hitp://www.dsireusa.org/
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e The quantity of renewable energy that utilities must buy procure as a percentage
of the total annual electricity demand;
The definition of what energy sources qualify as renewable;
The geographic location where the renewable energy facilities need to be located:;
Vintage restrictions or not, to determine the eligibility of facilities (e.g., hydro
facilities that existed prior to the RPS being enacted);

e Whether the renewable portfolio standard is voluntary;
Penalties and the amount that utilities must pay if they do not meet the RPS

In order to consider a RPS as a control strategy, or to factor it into a baseline calculation,
the state needs to understand the details of its RPS, and its impacts on the operations and
emissions of fossil fuel fired power plants that affect its state. For instance, at its most
basic, a RPS may require the construction of renewable energy facilities such as wind
farms. Since technologies have not yet developed to store significant quantities of
electricity, when a wind plant is generating electricity, then a local fossil plant will be
backed off, producing emission benefits. If a state’s RPS requires that renewable energy
be produced locally, then localized emission benefits will be easier to demonstrate. If a
state allows renewable energy to be imported from far away, the benefit becomes a bit
harder to prove.

In addition, the US Department of Energy’s Annual Energy Outlook (AEO) factors state
RPS programs into its reference case energy demand forecasts. For example, the AEO
2010 includes state RPS policies which were in place as of September 2009. As a result,
state emission forecasts that use the IPM model will already have state RPS policies
reflected in the forecast. States using IPM would not need to do additional work to
include the RPS in their SIPs because that would result in double counting.

See Table D.1 for a comparison of programs in three states. For example, the
Massachusetts has very aggressive RPS requirements. Its program requires that 15% of
the state’s electricity demand come from Class I renewable resources (wind, solar, hydro,
landfill gas, etc.) by 2020, and increases 1% per year after that. Massachusetts has 2
classes of renewable resources, with RPS obligations for each. Class | are the newest
renewable energy facilities, while Class II are “vintage facilities” that were in operation
prior to 1997. Class Il also includes waste energy facilities. In addition, much of the MA
RPS obligations are being met by imports from other states and power pools.*?

SECTION D.3: OVERVIEW OF STATE ENERGY EFFICIENCY POLICIES

For purposes of this manual, energy efficiency policies refer to a range of laws,
regulations and programs aimed at reducing energy demand through the use of more
energy efficient equipment, technologies and practices. These programs can be funded
through ratepayer surcharges, Federal funds (e.g., ARRA, State Energy Programs,
proceeds from pollution auctions such as the Regional Greenhouse Gas Initiative (RGGI)
and/or any combination of the above). Examples include:

12 A power pool is an association of two or more interconnected electric systems having an agreement to
coordinate operations and planning for improved reliability and efficiencies.
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¢ Minimum efficiency requirements for new homes and buildings (building energy
codes) or appliances (appliance standards)

e Requirements for utilities (or other program administrators) to deliver a specified
amount of energy savings by developing energy efficiency programs to increase
market adoption of EE technologies and practices (i.e., energy efficiency resource
standards)

o Specified funding levels dedicated to implementing energy efficiency programs (e.g.,
public benefits funds, air pollution allowance auction revenue).

In addition to the EE policies described above, a number of important regulatory
mechanisms (e.g., utility incentive structures, innovative rate designs, smart grid
investments) can help achieve a state’s overall energy efficiency goals. However, these
approaches are less relevant for the purposes of this guidance, either because the impacts
of these policies are accounted for in the policies already described above or because the
impacts of their impacts are especially difficult to quantify.

Federal, state, and local governments may have authority over energy efficiency policies.
For example, building energy code policies are typically developed at the federal level,
adopted by states, and enforced by localities. Almost all states have some form of
electric-sector energy efficiency programs. Most of them are funded through ratepayer
surcharges, block grants to the states from the Department of Energy (DOE) or with
proceeds from auctions such as RGGI. The money collected from these surcharges is
then reinvested, under the supervision of the Public Utility Commission, in a series of
programs approved by each state to achieve the stated policy goals of reducing energy
consumption. Examples of these types of programs include providing subsidies for more
energy efficient equipment, revision to building codes and standards, etc. These
programs may be administered by utility officials, independent third party energy
authorities, and/or state energy officials.

Similar to RPS discussed above, energy efficiency policies vary by state. Differences
include:

e Level of funding;

e Stability of funding year to year;

e Evaluation, Measurement and Verification (EM&V) techniques and energy
savings calculations;
Energy savings goals for the programs;

e Degree of enforceability

In order to appropriately estimate the energy savings from these programs a state must
have infrastructure in place to support Evaluation, Measurement and Verification
(EM&V) efforts. A rigorous and credible EM&V program will provide environmental
regulators with a degree of certainty that savings claimed by the energy efficiency
policies are actually being achieved.
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For more information on state energy efficiency policies, see EPA’s Guide to Action
(Chapter 4) and the other resources highlighted in section D.6 of this appendix.

For more information on state regulatory mechanisms, see the National Action Plan for
Energy Efficiency.

In order to consider energy efficiency policy as a control strategy, or to factor it into a
baseline calculation, the state needs to understand the details of its policy, and its impacts
on the operations and emissions of fossil fuel fired power plants that affect its state. At
its most basic, when users are using less electricity, then less electricity needs to be
generated and emissions are thus avoided. Energy efficiency programs result in emission
benefits since a power plant that otherwise might be dispatched is sitting idle or operating
at a lower output.

Once the state is comfortable with the estimates of energy savings, those savings then
need to be evaluated against the operational characteristics of the power pool in which
they are implemented. Often times, energy savings reported from energy efficiency
programs are given in a gross number of kilowatt hours per year, without respect to the
time of year or time of day in which those savings may have been realized. Given that
emissions associated with electricity generation are not evenly distributed over the course
of a day, a month or a year, some correlation needs to be demonstrated between the time
of day and year that an energy efficiency measure provides benefit. For instance, during
hot summer days many more power plants are running to meet increased electricity
demand. On those days, emissions are typically higher than a cool fall day due to the fact
that older, less efficient, and dirtier plants are called to meet the increased demand during
those periods.

So, in order to accurately characterize the emission benefit from an energy efficiency
program, the state needs to be able to tie the energy savings from that effort to the
emissions associated with the time that the effort is reducing demand from the electric
grid. This exercise is much more complex than is the case for an RPS due to the fact that
renewable energy sold into a power pool is tracked and metered every hour of the day;
whereas the benefits from efficiency are estimated using EM&V techniques (see
Appendix E for more details on appropriate quantification methodologies).

For more information on converting energy efficiency and renewable energy policy
impacts into emissions impacts, see Appendix E for the baseline pathway, Appendix F
for the control measure pathway, and Appendix G for the weight of evidence pathway.

SECTION D.4: EXAMPLES OF STATE POLICIES

Table D.1 provides examples of three states’ policies. The states featured are for
illustrative purposes only, but are intended to show the range of policies in place today.
The state of Connecticut has a mature set of programs that have been mandated by the
state legislature and are well funded. The state’s primary EE program is a ratepayer
funded Public Benefit Program that, among other activities, provides resources to assist
homeowners and businesses to adopt a range of energy efficient technologies and
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practices. In 2009, Connecticut ranked 9" in the United States with respect to per capita
energy efficiency expenditures. The state’s RPS program was started in 2000 and will
reach a rgaximum required percentage of 27 percent by 2020, among the highest in the
country.

In 2007, North Carolina created its renewable energy and energy efficiency portfolio
standard (REEPS). Under the REEPS, public electric utilities in the state must obtain
renewable energy power and energy efficiency savings of 3% of prior-year electricity
sales in 2012, increasing to 12.5% in 2021. Energy efficiency is capped at 25% of the
2012-2018 targets and at 40% of the 2021 target. Under this program, individual utilities
now administer energy efficiency and renewable energy programs in North Carolina with
oversight and approval from the North Carolina Utilities Commission. Rate-regulated
utilities may recover the costs for renewable energy and energy efficiency programs
through a Demand Side Management/Energy Efficiency rate rider.*

Utilities in Mississippi offer few energy efficiency programs. Some do report energy
savings and one utility company offers loans for residential customers. Mississippi
currently has no RPS program.

Table D.1 - Brief Overview of RE/EE Policies for Three States

EE/RE Policies Connecticut \ North Carolina Mississippi
Energy Efficiency Policies Yes Yes Yes
How Long have EE policies 2000 2005 1980
been in place?
Annual Funding for EE $73.4 million $64.3 million $9.2 million
Impact of EE Policies 354,000 Mwh saved 15,000 Mwh 11,000 Mwh saved (2008)
(2008) saved (2008)
Renewable Energy Policies Yes Yes No
How long has RPS been in 1998 2008 N/A
place?
Impact of RPS 27% of electric 12.5% of electric N/A
demand by 2020 demand by 2021
Compliance Mechanism Yes Yes N/A

SECTION D.5: HOW STATE EE/RE PROGRAMS AND POLICIES ARE
ADMINISTERED

As stated earlier, most EE and RE policies are implemented by state energy offices or
public utility/service commissions, and not administered through a state’s environmental
office, though the benefits from these programs may have significant positive
environmental impacts. While a state environmental agency may not administer or
enforce these policies, their successful implementation may have significant
environmental impacts. For example, an RPS that requires utilities to purchase from
renewable energy facilities within its state or air shed may result in fossil fired units in

13 http://appsl.eere.energy.gov/states/maps/renewable portfolio_states.cfm
4 http://www.aceee.org/sector/state-policy/north-carolina
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the same area running less frequently resulting in significant air pollution benefits that are
not reflected in a typical DEP permitting program for power plants. So it is in the
interests of DEP staff to become acquainted with these policies and their potential
environmental benefits.

In all cases, it is important for state environmental regulators to familiarize themselves
with their counterparts in the PUCs and energy offices in their respective states.

EPA encourages States to focus the majority of its EE/RE in SIPs effort on EE/RE
policies, since these are what States can point to as being “on the books” and because
policies have more potential to provide meaningful impacts. Many of the specific EE/RE
programs a State runs in any particular year will be captured by accounting for the
policies that fund or require them. In attempting to account for individual EE/RE
program impacts in SIPs, States should be sure to demonstrate that these programs are
incremental to any EE/RE policies the State is also accounting for in its SIP. For
example, if a State is already accounting for the impacts of its EERS, it should not also
include incremental impacts for a residential CFL incentive program that the utilities in
the state develop to help meet the EERS.

SECTION D.6: WHERE TO GO FOR MORE INFORMATION
There are several places the reader can go for more information including:

e The Database of State Incentives for Renewables and Efficiency (DSIRE) is a
comprehensive source of information on state, local, utility and federal incentives
and policies that promote renewable energy and energy efficiency. Established in
1995 and funded by the U.S. Department of Energy, DSIRE is an ongoing project
of the N.C. Solar Center and the Interstate Renewable Energy Council.
http://www.dsireusa.org/

e The American Council for an Energy Efficient Economy (ACEEE) is a national
nonprofit organization dedicated to advancing and deploying energy efficiency
technologies, policies, programs, and behavior. They provide up to date
information on energy efficiency programs and policies for all 50 states.
http://www.aceee.org/sector/state-policy

e EPA State Climate and Energy Program:
http://epa.gov/statelocalclimate/state/index.html

e Guide to Action: http://epa.gov/statelocalclimate/resources/action-guide.html
National Action Plan for EE: http://www.epa.gov/cleanenergy/energy-
programs/suca/resources.html

e LBNL on RPS: http://eetd.Ibl.gov/ea/ems/reports/Ibnl-154e-revised.pdf

e LBNL or EE: http://eetd.Ibl.gov/ea/ems/reports/Ibnl-2258e.pdf

e The Regulatory Assistance Project: www.raponline.org
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Appendix E: Baseline Pathway

SECTION E.1: BASICS OF FUTURE ATTAINMENT YEAR BASELINE
APPROACHES

Introduction To The Baseline Pathway For SIP/TIP Air Quality Modeling

A baseline forecast of emissions in the future attainment year is made when a jurisdiction
prepares a SIP/TIP or performs a SIP/TIP revision. Because projected emission levels are
affected by demand for electric power and new generation capacity, jurisdictions can take
steps to understand the impacts of their EE/RE policies and programs, and to represent
these impacts in baseline emission forecasts.

The goal of developing a future emissions baseline projection is to account for as many
important variables as possible that affect future year emissions which will in turn affect
ambient air quality levels. Emission

levels (in addition to meteorology and Completed Action

topography, transport and fate of
pollutants) are one of the most use for EGU projections

important parameters in determining v Assess new and existing generation
resultant ambient air quality; however, capacity of EGU’s in future year(s)
emissions and ambient concentrations v Determine what EE/RE policy

are not linearly related. Hence state, zzzzwﬁ;'?grzggtalready n EGU
tribal and local agencies need an Air 7 Select energy model or other approach
Quality Modeling (AQM) analysis for a for projecting EGU emissions

base year and a future attainment year v Account for “on the books”

to assess the relationship between mandatory EE/RE policies in
emission levels and the resultant — gOde“”gtor O”;ter afprogclh_ m
ambient air quality. Similarly, emission apop%':fhn restls ot mocefing or other

projections provide a basis for
developing control strategies for
SIPs/TIPs, conducting control policy future attainment year AQM attainment analyses,
and tracking progress towards meeting air quality standards.

EPA’s Baseline Emission Forecast For EGUs

EPA develops and periodically updates a power sector database, The National Electric
Energy Data System (NEEDS). NEEDS contains the unit level records of all existing
and planned/committed units in EPA power sector modeling applications. The NEEDS
database includes basic geographic, operating, air emissions, and other data on these
generating units.

EPA uses the Integrated Planning Model (IPM) to simulate the power sector behavior and
to analyze the impact of environmental regulations. A detailed documentation of the
latest publicly available versions of NEEDS and IPM are available at
http://www.epa.gov/airmarkets/progsregs/epa-ipm/BaseCasev410.html
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IPM is a multi-regional, dynamic, deterministic linear programming model of the U.S.
electric power sector. It provides forecasts of least cost capacity expansion, electricity
dispatch, and emission control strategies while meeting energy demand and
environmental, transmission, dispatch, and reliability constraints. IPM can be used to
evaluate the cost and emissions impacts of proposed policies to limit emissions of sulfur
dioxide (SO2), nitrogen oxides (NOXx), carbon dioxide (CO2), mercury (Hg) and HCI
from the electric power sector. Other emissions (including PM2.5 and PM10) are also
calculated with a post-processing step. IPM’s capabilities in power sector modeling
include on-the-books (for baseline) or proposed (policy/control strategy) environmental
constraints (Federal or State level rules, settlements and consent decrees) as well as
EE/RE policies. IPM outputs are streamlined to be used as direct inputs into AQM.

State, Tribal Or Local Developed Baseline Forecast

State, tribal or local agencies may develop SIP/TIP-credible baseline emissions
inventories for the EGU sector or may utilize emission projections developed by EPA. If
a state, tribal or local agency chooses to develop their own future baseline emission
projections, the methodology used for the projections and or emissions growth need to be
documented in detail. If the methodology is highly dependent upon a large number of
input decisions (including expert judgment) that could vary from one application of this
approach to another, then EPA will review those input decisions when it reviews a
SIP/TIP and will judge at that point whether the modeling is acceptable. This approach is
consistent with what EPA does for other emission inventory and projections compiled for
other source sectors. For instance, for those emission source sectors where an EPA
approved or recommended model exits, EPA does not give automatic approval of its use
in any SIP/TIP without consideration of the inputs. In the same way, EPA will ask for
the detailed documentation of inputs (in this case, expert judgment decisions made by the
submitter of SIP/TIP). EPA’s review will consider the specific input assumptions and
EPA may request further information or verification of the assumptions presented. In
summary, whether a particular application of a state, tribal or local agency will be
approved in a SIP/TIP will depend on the review of actual inputs, application by a state,
and credibility of the predictions.

Tradeoffs Between Four SIP/TIP Pathways

If a state, tribal or local agency is deciding into which SIP/TIP pathway to incorporate its
EE/RE policies, it is important to understand inherent tradeoffs among the future baseline
attainment year, control measure, voluntary and emerging and weight of evidence
pathways.

1) For the baseline pathway, state, tribal and local agencies generally include EE/RE
policies that are currently “on the books” at the time the baseline forecast analysis
commences. This means the EE/RE policy must already be adopted in federal or
state regulation, a public utility commission order and/or law to reflect the level of
emissions in the future attainment year that will result if no additional control
strategies are implemented. .

2) Assumptions included in SIP/TIP baseline projections are not subject to the same
enforceability requirements as SIP/TIP control measures. For example, EE/RE
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policies explicitly incorporated into a baseline future attainment year must be “on
the books”. If the EE/RE policy is not implemented, state, tribal or local agencies
must work with their Regional EPA Office to determine how to take corrective
action, such as a SIP/TIP revision. EPA does have the authority to issue a call for
a revised SIP/TIP to be submitted by a state, tribal or local agency, if baseline
assumptions are not corrected.

Incorporating EE/RE Policies For The Baseline Pathway

Accurately describing EE/RE policies is a critical step for completing an EGU baseline
forecast. The realized and future expected energy savings from EE polices directly
affects electricity demand growth rates and their emissions in EGU baseline projections.
Similarly, RE policies directly affect the electric power sector’s future portfolio of power
supply that is dispatched to meet demand. Therefore, understanding the EE/RE policy
assumptions will help predict how electricity demand and supply will change emissions
in the future. For more information on EE/RE policies, see Appendix D

The next section illustrates the steps states should consider when incorporating “on the
books” EE and/or RE policies within the baseline.

SECTION E.2: STEPS FOR INCORPORATING “ON THE BOOKS” EE
POLICIES

This section illustrates the three steps states should consider when incorporating “on the
books” EE policies within the baseline. After these steps, state, tribal and local agencies
should be ready to proceed to the final fourth step that is described in section E.4 —
forecasting the impacts in the EGU sector.

State, tribal and local agencies have two options for each of the following steps: using the
information provided by the Energy Information Administration (EIA) or using
information from provided by regional grid operators, Regional Transmission
Organization or Independent System Operators.

Step 1: Determine What Baseline Demand Forecast The State Or Region Will Use
For EGU Projections

Energy Information Administration’s (EIA) Demand Forecasts

The standard national baseline projection for the EGU sector comes from the Energy
Information Administration (EIA). EIA, the statistical arm of the Department of Energy,
publishes an Annual Energy Outlook™ (AEO) every year that forecasts the future 25
years of U.S. energy demand, supply and price. For example, EPA makes use of AEO
demand projections for its electric sector forecasting. EPA updates the modeling
platforms with the new AEO forecasts as they become available. Energy supply and
demand projections from the AEO are also used as growth indicators upon which growth
factors for fuel/combustion-related processes are based.

5 Most recent version as of the release of this document is AEO 2010
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Projections included in the AEO forecast are generated from the National Energy
Modeling System (NEMS), which is a computer-based energy-economy modeling system
developed and maintained by DOE. It projects the production, imports, conversion,
consumption, and prices of energy, subject to assumptions on macroeconomic and
financial factors, world energy markets, resource availability and costs, behavioral and
technological choice criteria, cost and performance characteristics of energy
technologies, and demographics.

Regional Transmission Organization Or Independent System Operator Demand
Forecasts

If States prefer, they can use the EGU baseline projections provided by regional
transmission organizations or independent system operators. States should work closely
with their regional office if their demand forecast information comes from one of these
organizations to ensure all environmental regulations are accounted for in the analysis.

Step 2: Determine What EE Policy Assumptions Are Already In EGU Baseline
Demand Projections

Energy Information Administration’s (EIA) EE Policy Assumptions

EIA’s Annual Energy Outlook documentation includes description of the many
assumptions they make in conducting their modeling. For AEO 2010, EIA includes
several federal policies and regulations that are “on the books” as of September 2009.
The EE policies that are explicitly in the 2010 AEO baseline projections'® are the
following:

e Federal Appliance Standards"’
10 Residential & 10 Commercial Appliance Categories

e Federal Funding for State Energy Program (SEP) and Energy Efficiency
Community Block Grant (EECBG), Weatherization Program, Green Schools and
Smart Grid Expenditures. (E.g., through the American Recovery and
Reinvestment Act (ARRA))*®

e Building Codes™
All States adopt and enforce:
IECC 2006 Code by 2011 and IECC 2009 Code by 2018 ASHRAE 90.1-2007 by
2018

Regional Transmission Organization Or Independent System Operator EE Policy
Assumptions

If a state is using demand forecasts from their regional transmission organizations or
independent system operators, they should ask if the following EE policies are explicitly

16 AEO 2010 information can be found at: http://www.eia.doe.gov/oiaf/archive/aeo10/index.html

7U.S. Energy Information Administration (2010). Assumptions to the Annual Energy Outlook 2010: With
Projections to 2035, Appendix A. p. 170-185

'8 U.S. Energy Information Administration (2010). Annual Energy Outlook 2010: With Projections to
2035. p. 8-10.

9 Ibid pg. 8
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modeled with their load forecast, implicitly embedded within load forecast (e.g.,
accounted for econometrically) or not reflected within the load forecast.

Energy Efficiency policies or programs funded by utility rate payers
Existing federal appliance and lighting efficiency standards that are already in
effect
o New federal appliance and lighting standards that are scheduled to take effect
over the forecast period
State appliance or lighting efficiency standards (if applicable)
State building energy codes
Combined heat and power capacity additions
Other distributed generation capacity additions
Other applicable policies/programs

Step 3: Review State, Tribal And Local “On The Books” EE Policies To Determine
If More Can Be Included Into The EGU Baseline Demand Projections.

Evaluating State, Tribal And Local EE/RE Policies Compared To Energy
Information Administration’s (E1A) Assumptions

If states are using AEO 2010 demand forecast assumptions, EPA has identified “on the
books” EE policies not already explicitly incorporated into Annual Energy Outlook 2010
and developed assumptions about estimating EE policies implicitly embedded within
EIA’s load forecast (e.g., accounted for econometrically). EPA is providing an
apprc;\olable methodology and energy savings information for future years 2012, 2015 and
20207

= Energy Efficiency Resource Standards

= Other commitments to ratepayer-funded EE Programs (e.g., public benefit funds,
IRP, “all cost-effective” EE requirement)

= RGGI Funded EE Programs

Evaluating State EE Policies Compared To Regional Forecast Assumptions

If a state, tribal or local agency does not use EIA’s demand forecasts, the jurisdiction
should talk with their regional transmission organizations or independent system
operators to determine if additional “on the books” state EE policies can be incorporated
in their forecast.

SECTION E.3: STEPS FOR INCORPORATING “ON THE BOOKS” RE
POLICIES

This section illustrates the three steps states should consider when incorporating “on the
books” RE policies within the baseline. After these steps, state, tribal and local agencies

% See appendix | for details on the methodology and energy savings/generation information for the policies
listed here.
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should be ready to proceed to the final fourth step — forecasting the impacts in the EGU
sector.

Step 1: Determine What Renewable Energy Sources Are Already In Baseline
Inventory And The Relative Emission Factor For Each Type Of Renewable Energy
Generated In The State Or Region

As a first step, States need to assess what type of renewable energy is already
incorporated into the energy supply mix (absent of any policy influence or past policy
influence).

Step 2: Determine What RE Policy Assumptions Are Already In EGU Baseline
Supply Projections

Energy Information Administration’s (EIA) RE Policy Assumptions
For AEO 2010, EIA includes state renewable energy portfolio standards policies that are
“on the books” as of September 2009. EPA uses the same RPS assumptions as EIA. The
RE policies that are explicitly in the 2010 AEO baseline projections®* and EPA’s EGU
projections are the following:

e Renewable Energy Portfolio Standards (RPS)*
30 States and D.C. Effective as of Sept. 2009

Step 3: Review State, Tribal And Local “On The Books” RE Policies To Determine
If More Can Be Included Into The EGU Baseline Demand Projections

States should examine if the information source for EGU supply projections includes all
state RE adopted policies. If states are using EIA’s supply forecast assumptions, EPA
has identified “on the books” RE policies not already explicitly incorporated into Annual
Energy Outlook 2010. EPA is providing an approvable methodology and energy
information for future attainment years 2012, 2015 and 2020%:

e Renewable Energy Portfolio Standards (RPS)
Five States effective after Sept. 2009 and before December 2010

Documentation Requirements

In all, EE/RE policies are only a few of the many assumptions incorporated into an EGU
baseline projection. Any EE/RE policies that are explicitly included in an EGU baseline
projection must be properly documented as shown below.

2 AEO 2010 information can be found at: http://www.eia.doe.gov/oiaf/archive/aeo10/index.html

%2 See full list at: U.S. Energy Information Administration (2010). Annual Energy Outlook 2010: With
Projections to 2035. p. 14-17

% See appendix | for details on the methodology and energy savings/generation information for the policies
listed here.
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Table E.2: EE/RE Policies State X Explicitly Included in Baseline Projections

Policy Year Policy Annual Energy Annual Energy For RE Policies:
Name Enacted Requirements Savings/ Savings/ Type of RE

Generation in Generation in the source and
Base Year Future Attainment corresponding

Year(s) Emission Rate

Step 4: Perform Energy Modeling To Project EGU Baseline Emissions

Use IPM Modeling To Project Future Attainment Year Baseline For SIP/TIP Air
Quality Modeling

EPA is providing technical information for incorporating EE/RE policies in EGU
baseline projections. IPM runs will be available for interested states to adopt as their
SIP/TIP EGU baseline projections. The EE/RE policies incorporated in EPA’s baseline
modeling were determined based on EPA and State input. Appendix | has more
information on the methodology used to quantify the energy saved/generated from state
“on the books” policies as well as how that information is integrated into IPM model
runs.

SECTION E.4: FUTURE ATTAINMENT YEAR BASELINE USING OTHER
APPROACHES FOR SIP/TIP AIR QUALITY MODELING
In addition to or instead of IPM modeling offered by EPA, states can conduct their own
SIP/TIP baseline emissions growth/forecast for the electric power sector. (The
methodology and final product of such effort will be evaluated for SIP/TIP-credibility) If
a state prefers to forecast EGU emissions through

mVe are providing: \

their own means, EPA has provided information on

types of dispatch models, energy models or capacity Estimates of energy savings

expansion models available for use in Appendix F. ?}rlld fenlfrf}t}i;;/g Stalt,e o
. - € DOOKS policies
For Io_ng term projections (more thar_1 5 years), in a format useful for State
capacity expansion models can predict how the and EPA to use for EGU
electric system will evolve over time; includes what baseline future attainment
capacity will be added through the construction of years — Refer to Appendix |

new generating units and what units will be retired, k for more information j
in response to changes in new regulations, demand
and prices. This method involves allowing the model to predict what will likely happen to
the resource mix based on costs of new technology, growth, existing fleet of generating
assets, environmental regulations (current and planned) and EE/RE policy assumptions.
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Alternative methodologies are highly dependent upon a large number of input decisions
(including expert judgment) that could vary from one
Using EPA’s EGU baseline run has application to another. EPA regional offices will

advantages: _ review those input decisions when it reviews a
- E‘S Xﬁﬁ”x;\ﬁa\"ﬁgﬁ:&iﬁtgs SIP/TIP and will judge at that point whether the
modify input parameters and modeling is acceptable. Whether or not an EPA
assumptions to reflect state’s views approved or recommended model exists, EPA cannot
= EPAand States are collaborating to give approval of a baseline model or approach used in
capture specific “on the books” any SIP/TIP without consideration of the inputs. EPA
. FPEI\//IReEmF;:;i'g'nezutputS are directly will ask for the detailed documentation of inputs (in
compatible for Air Quality this case, expert judgment decisions or by the
Modeling submitter of SIP/TIP). EPA’s review will consider the
K specific input assumptions and may question some of

them. However, whether a particular application of an
alternative approach will be approved in a SIP/TIP will depend on the review of actual inputs,
application by a state, and credibility of the predictions.
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Appendix F: Control Strategy
Pathway

SECTION F.1: BASICS OF CONTROL STRATEGY PATHWAY

Description Of Pathway

A contr_ol strategy is a policy, program,  premp Action
or requirement used by a state, tribal or

local agency in a nonattainment or v Determine that the jurisdiction wants
maintenance area to reduce ambient air the EE/RE policy and program to be
[lution levels in order to satisfy Clean enforceable under the CAA. (See
pq . enforcement criterion in Section F.6
Air Act requirements. States adopt for details)
control strategies for the purposes of v Assess if the EGUs in the
attaining the National Ambient Air nonattainment area are subject to a cap
Quality Standards (NAAQS) and trade program for the applicable
. ' pollutant. (See surplus criterion, in
demonStrat".]g reasonable Progress section F.6 for details)
towards attainment, and maintaining v Estimate the magnitude of potential
the NAAQS. emission reductions before
undertaking more comprehensive
After control strategies are adopted, analysis (See Tier 4 in Section F.3 for
they are submitted to EPA for details) _
4 Follow the Quantification Steps 1-4.

incorporation into a State

. . Estimate EE savings or generation
Implementation Plan (SIP) or Tribal * gs or 9

from EE/RE policy/program

|mp_|ement§ti0n Plan (TIP) for a e  Quantify emissions of EGUs
particular air pollutant. Taken together, displaced

all of the control strategies in a SIP/TIP e Determine emission impacts of
must reduce emissions to levels that emission reductions in

nonattainment area
e  Provide mechanism to evaluate
and verify results.

achieve attainment, maintenance, or
reasonable further progress, depending

on the type of SIP/TIP. (See Sections F.2,F.3 and F.4 for
details)

This appendix addresses the tradeoffs, v Provide mechanism to ensure Federal

level of effort, methods, and other key enforceability

requirements involved in incorporating v Ensure EE/RE policies/programs are

energy efficiency and renewable energy permanent and surplus

(EE/RE) policies and programs in a
SIP. As with any SIP/TIP pathway, EPA recommends that state, tribal and local agencies
coordinate with their EPA regional office as soon as they decide to move forward

Tradeoffs Of Control Strategy Pathway

Including EE/RE policies and programs in a control strategy in a SIP can help
jurisdictions meet their air quality goals by accounting for emission reductions needed to
show attainment, progress, or maintenance. The control strategy pathway may be an

65



EXTERNAL REVIEW DRAFT 3/30/11

especially appealing option to state, tribal and local agencies that are having difficulty
reaching attainment and are seeking new and viable emissions reductions opportunities.

Several tradeoffs and issues should be considered when deciding whether including
EE/RE policies and programs in the control measure pathway is consistent with the
jurisdiction’s circumstances and objectives,. This will enable a state, local and tribal
agency to evaluate the merits of following the control measure approach in the context of
the other three pathways for achieving similar objectives, as addressed elsewhere in this
document.

Key tradeoffs and considerations when deciding whether to pursue the control measure
pathway include:

Transparency: Of the four pathways this option offers the most transparent and
direct approach to estimating the air quality impacts of EE/RE policies. State,
tribal and local agencies will gain a better understanding of which EGUs will
displace emissions as a result of future EE/RE policies/programs. State, tribal and
local agencies will have a tons-per-day (TPD) amount of emissions for each EGU
they expect to reduce based on a specified EE/RE policy and program. State,
tribal and local agencies will have emission reductions from a control strategy to
help them attain.

Documentation: More documentation is needed than the future baseline and
WOE approaches because under the Clean Air Act a jurisdiction would have to
show that the EE/RE policy/program was permanent, enforceable, quantifiable,
and surplus. (Sections F.2 — F.4 offer steps for quantifying the emission reduction
impact from EE/RE measures, and section F.5 addresses the permanent,
enforceable, and surplus requirement.)

Traditional, Federal Enforceability: EE/RE policies and programs that are
included as a control strategy must be enforceable against the implementing party.
State, tribal and local agencies need to consider their role and responsibility, as
well as the associated resources needed to enforce EE/RE policies included in a
control strategy.

Coordination: Early coordination will help ensure that responsible agencies and
entities understand their roles and have sufficient time dedicated to incorporating
EE/RE policies and programs as a SIP control strategy. Developing strategies and
determining their efficacy for meeting and maintaining compliance with
applicable NAAQS requires a high level of coordination amongst multiple
government agencies

Level of Analytical Rigor: Overall, quantification under this pathway can be
more resource intensive because the state, tribal or local agency would have to
perform more of the EGU analysis than the baseline pathway in which EPA is
providing more support for EGU analysis. The specific level of effort necessary
for quantifying the emission reduction impacts depends on the analytical approach
selected. Although more sophisticated techniques typically require a greater level
of effort, a discount factor is built into the framework such that the less
sophisticated the technique, the more that resulting emission reductions are
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discounted. Section F.3 of this appendix describes tiers of analysis that range
from more to less sophisticated.

e Coordination Across Relevant State Agencies: Another factor affecting level
of effort is the degree to which agencies responsible for SIP implementation
coordinate with entities responsible for overseeing and evaluating EE/RE policies
and programs (e.g., typically the state’s public utility commission). The purpose
of these discussions is:

e For the Air Quality Planners to fully understand the elements of the EE/RE
policy or program (including extent, duration, and anticipated impact of the
policies/programs)

e To ensure that all parties understand the implications of including EE/RE in
the SIP, including the obligation to sustain the program consistent with
agreements in the SIP

e To help the respective agencies better understand the other’s roles and
responsibilities. In many cases, formal agreements can be established
between state air agencies and PUCs to outline each entity’s obligations for
implementing the state's EE/RE activities, quantifying their impact, and
including them in the SIP.

Steps A State Needs To Take To Quantify Emissions Impacts
The next sections outline four steps for quantifying EE/RE policy or programs as a
control measure strategy:

1. STEP 1. Estimate the energy savings that an energy efficiency policy or
program(s) will produce, or, for a renewable energy project, the amount of
energy generation that will occur.

2. STEP 2 - Quantify or estimate displaced EGU emissions from energy impacts
of an energy efficiency or renewable energy policy/program(s).

3. STEP 3 - Determine the impact from the emission reduction on air quality in
the nonattainment area.

4. STEP 4 - Provide a mechanism to validate or evaluate the effectiveness of the
project or initiative.

SECTION F.2: STEP 1: ESTIMATE THE ENERGY SAVINGS THAT AN
ENERGY EFFICIENCY POLICY WILL PRODUCE, OR, FOR A RENEWABLE
ENERGY POLICY, THE AMOUNT OF ENERGY GENERATION THAT WILL
OCCUR

Introduction

After states develop an EGU baseline emission projection for future attainment years, the
next decision a state will make is to determine which EE/RE policies and programs it
wants to incorporate in its SIP as a control measure. Thereafter, the state will need to
determine the specific ways that the EE/RE policies/programs will affect either electricity
demand or generation supply characteristics of the applicable EGUs for the State’s
emissions analysis. This involves understanding the type and quality of the historical or
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predicted energy saving/generation information (at different time frames - annual, peak,
seasonal and/or hourly information).

Essentially this first step is to contact the energy experts in your jurisdiction to obtain
estimates of the KWh impacts from the EE/RE policy/program of interest. EPA
recommends starting with the Public Utility Commission staff and State Energy Offices.
If jurisdictions need further information, the Energy Information Administration, and
electric grid operators can also be sources. Electric grid operators could be a large utility
that controls the dispatch of resources. A regional transmission organization or an
independent service organization can be helpful resources. These organizations should
have the energy impacts information or, at a minimum, serve as the most useful sources
for developing the energy savings or generation estimates for particular EE/RE policies
or programs.

Energy Savings From Energy Efficiency (EE) Policies

Energy savings refers to the expected reduction in the amount of energy generated
by an existing utility system as a result of the specific energy efficiency policy and/or
program. Energy savings can reduce current energy demand, future demand, or both. For
EE, the purpose of this step is to determine the energy saving impacts of the specific EE
policy/program.

In some circumstances, quantifying emission reductions may rely on determining the
actual energy impact, in practice, of the EE policy/program. Therefore, for later
verification purposes, data on the amount of energy savings that an energy efficiency
policy and/or program delivers and the amount of renewable generation that takes place
may need to be collected and compared to original estimates.

For determining the amount of energy saved for EE policies and programs, although each
energy efficiency policy and/or program will have individual factors to be taken into
account, the general approach is as follows:

o Determine the baseline forecast of energy use for the activity subject to the energy
efficiency policy and/or program.?*

e Determine the projected energy use after implementation of the EE policy and/or
program.

e Subtract A) from B). The result yields the projected energy savings due to the
energy efficiency policy and/or program.

When communicating with your state agency counterparts several factors should be
considered when estimating the prospective energy savings of an EE/RE policy and/or
program.? These include:

e Program period: What year does the policy/program start? End?

# EPA (2010d).Chapter 2
% EPA (2010d). page 42
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e Anticipated compliance or penetration rate: How many utilities will achieve the
target or standard called for? How many consumers will invest in new equipment
based on the initiative? How will this rate change over the time period?

e Annual degradation factor: How quickly will the performance of the measure
installed degrade or become less efficient?

e Transmission and distribution (T&D) loss: Is there an increase or decrease in
T&D losses that would require adjustment of the energy savings estimate?

Renewable Energy Generated From Renewable Energy Policies

Renewable energy policies and programs are designed to increase the amount of
renewable energy generation over time. For renewable energy and also for less
polluting sources of new energy, such as cogeneration and fuel cells this step is to
determines how much energy would be displaced by the RE policy and/or program.
In general, for renewable sources, the answer would be the total amount of energy
provided to the grid by the renewable energy source.

Performance data for renewable technologies are available from the National Renewable
Energy Laboratory (NREL), as well as universities and other organizations that promote
or conduct research on the applications of renewable energy. In addition, generation-

related data and RE potential information can be obtained from many sources, including:

State energy offices

Utility Integrated Resource Planning (IRP) filings,

Public utility commissions,

Independent system operators (1SOs),

North American Electric Reliability Corporation (NERC),

EPA’s Emissions & Generation Resource Integrated Database (eGRID) ,
DOE’s Energy Information Administration (EIA),

DOE’s National Renewable Energy Laboratory (NREL).

Taking Into Account The Future Attainment Year(S) Baseline Forecast When
Developing EE/RE Policy And/Or Program Energy Impacts For The Control
Measure Pathway

The SIP baseline consists of the current inventory of emissions in the SIP plus any
assumptions regarding growth, or reduction in growth, and its affect on emissions. If a
state, tribal or local agency takes into account certain energy efficiency or renewable
energy policies and programs in developing its projected emissions baseline for the EGU
sector, the resulting projected baseline emissions may be lower than a scenario without
such activities. In this case, such activities are already accounted for in the SIP, as part of
the projected baseline emissions.

Importantly, to avoid double counting, additional emission reductions should not be
granted for those activities already considered in a State’s projection of future baseline
emissions for EGUs. If a has jurisdiction applied certain energy efficiency or renewable
energy policies and/or programs in its projected EGU emissions baseline, it cannot
account for additional emission reductions for those same commitments in the SIP, since
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the effect of the EE/RE policy and/or program has already been accounted for in the
baseline. However, a state may seek emission reductions for EE/RE policies and
programs beyond those are already included in the baseline assumptions.

The next section recognizes that some states (or groups of states) have the resources and
capability to perform sophisticated modeling analyses of the energy and air benefits of
EE/RE programs, while others do not. The quantification steps envisioned below present
four tiers of analysis. Tier one is the ideal approach that hopefully many states can
follow. Tiers two and three are credible approaches that would provide less reliable
estimates and, therefore, could be “discounted.” This section draws greatly from a
reference document for quantifying EE/RE programs: Assessing the Multiple Benefits of
Clean Energy, USEPA, February 2010.2° Jurisdictions can consult this resources for
more detail as they proceed through these steps,.

SECTION F.3: STEP 2: QUANTIFY OR ESTIMATE DISPLACED EGU
EMISSIONS FROM ENERGY IMPACTS OF AN ENERGY EFFICIENCY
POLICY OR RENEWABLE ENERGY POLICY.

Introduction

This section outlines four different approaches for quantifying displaced emissions. The
approaches outlined in this section are “tiered” by the rigor of each method. Tier One
and Tier Two approaches are the most rigorous. All quantification approaches provide a
methodology for quantifying displaced emissions and important assumptions that must be
documented. Where a tool is not specified, the methodology explains how to account for
the complex interactions applicable to the electrical grid.

Each approach requires different levels of EE savings information and RE generation
information to complete the emissions displacement analysis. Emission displacement
approaches using a dispatch model, capacity expansion model and adjusted historical
hourly generation stacking analysis can use hourly EE/RE saving and generation
information. If a state, tribal or local agency applies energy savings to the third and
fourth tiered approach then annual or seasonal savings information is needed.

Tier One - Dispatch or Capacity Expansion Model Approach This method outlines how
dynamic simulation models predict which EGUs will be displaced as a result of the
EE/RE policy and program. The dispatch and capacity expansion models account for the
complex interactions of the grid such as, transmission constraints, import/export
dynamics, estimate the amount of fossil fuel generation displaced, corresponding
displaced emissions at a scale fine enough to indicate if it is affecting an applicable
nonattainment area. This tier also covers States predicting future emission impacts using
a future capacity model.

Tier Two - Adjusted Historical Hourly Generation Stacking Approach This method
requires technical manipulation of actual historical generation, load and emission rates to
determine EGU dispatch order and marginal emissions rates. By applying this approach

% EPA (2010d) Assessing the Multiple Benefits of Clean Energy.
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State, tribal and local agencies will understand which EGUs are “baseload”, load
following or EGUs used for peak demand in every hour of a historical year. Secondly,
jurisdictions would need to account for the complex nature of the electrical grid by
gathering information on electricity imports, exports and transmission constraints.

Tier Three — Capacity Factor Approach This method is based on the assumption that an
EGU’s capacity factor is an indicator for the amount of generation subject to
displacement. This method does not approximate hourly EGU dispatch or predict which
EGU is on the margin every hour of the year. Rather, general assumptions are applied
about EGUSs historical annual or seasonal generation within the region of interest. (A
discount factor may be applied for this approach)

The Tier Four — eGRID Subregion Emission Rates Approach This method entails a
simple calculation where a jurisdiction would multiply the amount of generation or
electricity sales displaced by the EE/RE policy/program by the “non-base load” emission
rate indicated for a specific pollutant in an eGRID subregion.?” The non-base load
emission rate for an eGRID subregion represents an average emission rate for the EGUs
that are likely to be displaced by an EE/RE policy and program. This method is
recommended to help determine if state, tribal or local agencies feel the magnitude of the
potential emission reductions justifies the additional effort entailed with carrying out a
more sophisticated analysis that could be used for SIP submission under the control
strategy pathway.

Tier One Approach Using Dispatch And Capacity Expansion Models

Dispatch Models — Measuring Hourly Marginal Emission Rates

An electric system dispatch model captures the impact of the portfolio of RE generation
or EE programs during each hour that the new portfolio of EE/RE resource(s) operates.
Dispatch models are designed to simulate energy transfers among different regions,
optimize system dispatch from generating units (multiple generation blocks from a single
unit within one hour), transmission constraints, forced outages and limitations on specific
power plants (e.g., ramp rates, start-up constraints minimum down time).

Dispatch models specifically replicate least-cost system dispatch, with the lowest cost
resources dispatched first and the highest cost last. Dispatch models determine which
generating units are displaced and when they are displaced based on economic and
operating constraints. Dispatch models determine which EGUs operate on the “margin”
in the electrical power system - typically the most expensive unit needed to meet demand
is the “marginal EGU” in a given time period. States can use hourly dispatch or energy
models to determine hourly marginal emission rates (Ibs/kwWh), which can then be
aggregated by time period and applied to a portfolio of programs used to achieve the
EE/RE policy requirement. %

%7 Grid loss factors should be included in this calculation. Please refer to the eGRID Technical Support
Document for more information. Found at:

http://www.epa.gov/cleanenergy/documents/egridzips/e GRID2010TechnicalSupportDocument.pdf

% EPA (2010d), pgs 69-70.
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There are important considerations when using dynamic simulation models such as
dispatch models. Since this method can be less transparent than other methods,
jurisdictions should work closely with the EPA regional office when determining
important input assumptions for any dispatch or energy model used to measure displaced
emissions.

The following information should accompany a state, tribal and local agency’s SIP
submittal under this pathway for any quantification of emission reductions using a
dispatch or similar type of model.

Required documentation for dispatch model input assumptions:

e Type and amount of energy savings/generation information used — Specify if peak
(MW), annual (MWHh), seasonal, and/or hourly load information was applied for
EE/RE policy

o Fuel prices assumed for all fuels and technologies

e Emission rates for each applicable EGU

Capacity Expansion Models — Measuring Long Term Impacts of New Capacity
Capacity expansion models are typically used for longer-term studies (e.qg., five to 20
years), where the impacts are dominated by long-term investment and retirement
decisions. They are also typically used to evaluate large geographic areas.

Capacity expansion models predict how the electric system will evolve over time,
including what capacity will be added through the construction of new generating units
and what units will be retired, in response to changes in new regulations, demand and
prices. This method involves allowing the model to predict what will likely happen to the
resource mix based on costs of new technology, growth, existing fleet of generating
assets, environmental regulations (current and planned), and considering dispatch both
with and without the new clean energy resource. 2

The following information should accompany a state, tribal and local agency’s SIP
submittal under this pathway for any quantification of emission reductions using a
Capacity Expansion Model or similar type of model.

Required documentation for Capacity Expansion Model input assumptions:

o Fuel price forecasts, EGU retirements, and EE/RE regulatory requirements (e.g.,
renewable portfolio standards).

e Plant type and emission rates of assumed new generation for all applicable future
years

¢ If model outputs were validated or calibrated against actual data or another
projection model.

% EPA (2010d). Pages. 71-72.
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Tier Two Approach For “Stacking” EGUs And Quantifying Displaced EGU
Emissions

Adjusted Historical Hourly Generation Dispatch Order

This approach requires technical manipulation of actual historical generation, load and
emission rates to determine EGU dispatch order and marginal emissions rates. First, a
jurisdiction must obtain historical hourly generation (E.g., data from Continuous
Emission Monitoring (CEM)) from applicable EGUs to analyze the production of each
generating unit and how EGUs change throughout the day as loads changed. Then, states
should compare EGU generation and load information to identify ‘base load’ units
(EGUs that do not change generation based on changes in load requirements), following
load units (EGUs that increase and decrease production in response to changes in load)
and peaking units — (EGUs only operating at peak load times.)

Since individual units do not necessarily fall into one category all the time, it is important
to structure the analysis to capture these differences. One way to do this is to analyze the
dispatch order of the EGUs within different seasons or time periods (e.g., spring versus
summer and peak versus off-peak periods.) This analysis is the basis for how to calculate
weighted average marginal emission rates (the average of EGUs likely to be displaced by
EE/RE policies/programs) for any group of hours.

The following sections explain the five major steps for developing an hourly dispatch
order using actual historical data.

1) First, determine the relevant set of EGUs for the analysis. This involves
identifying the power control area(s) (PCA(s))* in which the EE/RE
policies/programs are or will be located. (see Appendix B for more information
on how the electrical grid works)

2) Second, order the relevant set of EGUs to represent typical dispatch.

o Adjust dispatch order based on major energy transfers between the PCA and
other areas.

3) Third, quantify the displaced emissions from the applicable EGUs. (Also known
as, marginal emission rates)

4) Fourth, apply the EE/RE policy/program control measure to determine the
displaced emissions profile from applicable EGUs.

5) Fifth, analyze future emissions inventory to determine future EGU generation and
emission characteristics.

% A Power Control Area (or balancing authority) is a portion of an integrated power grid for which a single
dispatcher has operational control of all electric generators. PCAs range in size from small municipal
utilities to large power pools such as PJM Interconnection.
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Step 1: Determine relevant set of EGUs for analysis

First identify the power control area(s) (PCA(s)) where the EE/RE policy are or will be
located. The PCA is an area where one operator is responsible for balancing generation
and load for the electrical facilities in the area.** Larger PCAs are operated by a single
operator of the transmission grid can be over a multi-state region, such as PIM
Interconnection or ISO New England. These regional operators (known either as
Regional Transmission Operators (RTOs) or Independent System Operators (1SOs)) are
regulated by the Federal Energy Regulatory Commission (FERC) to operate the dispatch
of the power system over the region, based on bids provided by the generators in the
region.

Once a jurisdiction identifies the area of analysis the next step is to understand if there are
any transmission constraints or congestion management zones within the PCA(s).

Transmission constraints can limit the flow of electricity from one area to another
because of physical constraints. These constraints can divide a PCA/RTO/ISO into
several distinct dispatch zones, called “congestion management zones”.

Some congestion management zones can become so congested at certain times of the day
they can become “load pockets”. In these areas, during constrained hours, higher-cost
generating units within the load pocket must operate rather than lower cost units outside
the pocket.

Knowing if an EE/RE policy/program is located within the load pocket is important
because it would change the normal dispatch order of the EGUs in the analysis, by
forcing a higher-cost EGU to operate out of normal merit order. Thus, the load pocket
would be the primary area of analysis during the constrained hours, while the entire PCA
might be the primary area during other hours. It is particularly important to check for
transmission constraints in a displaced emissions analysis, because many new resources
are Iikelg)zl to be located in load pockets in response to reliability policies and market
signals.

Once the area of analysis and related transmission constraints are clear, state, tribal and
local agencies can gather information on where EGUs are located within the defined
area(s) of analysis. The next step outlines how to develop a dispatch order using
historical hourly generation information.

%1 Synapse 2005. Methods for Estimating Emissions Avoided by Renewable Energy and Energy Efficiency.
Page 7.

%2 The process of checking for important transmission constraints involves reviewing 1SO data and
communicating with system operators or other parties familiar with the control area in question. Important
transmission constraints are usually well known, and in many cases SO rules or policies exist that address
them directly. Examples of such policies are ISO New England’s RFP for demand response and generating
capacity in SW CT and the 80% installed capacity requirement in New York City.
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Step 2: Develop a Dispatch Order for Relevant Set of EGUs using Historical Hourly
Information

First, a jurisdiction must obtain historical hourly generation (E.g., data from Continuous
Emission Monitoring (CEM)) from applicable EGUs to analyze the production of each
generating unit and how EGUs change throughout the day as load changes. EPA collects
data in hourly intervals from Continuous Emission Monitors (CEMS) for all large EGUs
subject to EPA’s trading programs.® Then, states, local and tribal agencies should
compare EGU generation and load information to identify ‘base load’ units (EGUs that
do not change generation based on changes in load requirements), following load units
(EGUEs that increase and decrease production in response to changes in load) and peaking
units — (EGUs only operating at peak load times.)

Once the database is developed, identify load following units in each hour of the year.
Load following units are defined as units that increased output during an hour in which
system load increased or decreased output during an hour in which system load
decreased.

Step 2a: Account for energy imports and exports of the area of analysis.

The EGUs located in the area of analysis may import or export significant amounts of
energy. The first step in address electricity transfers is to determine whether there has
been significant movement in recent years between the area of analysis and other areas.
The following data sources are available for electricity import/export information.

o Data on total generation and export/import percentages will indicate whether it is
a net importer or exporter as well as the magnitude of transfers relative to total
generation.®*

e Most system operators (RTO/ISO) release information annually about generation,
loads and interchange on their system.

e Reviewing long-term power purchase agreements that underlie exports and import
transfer information.

If the area of analysis is a net exporter or importer the next step is determine if the
transfer level follows a daily load pattern, a seasonal load pattern or is a consistent source
of energy throughout the year. Once typical energy transfers are characterized, the
dispatch order in the area of analysis should be adjusted to account for these transfers
within the relevant time frames.*

Step 3: Quantify the displaced emissions from the applicable EGUs
The amount of emission reductions that will occur from the EE/RE policy and program is
directly tied to the emission rate of the EGUs at which the energy is displaced.

33 This information can be found at EPA’s Clean Air Markets Website:
http://camddataandmaps.epa.gov/gdm/index.cfm?fuseaction=emissions.prepackaged_select
¥ EPA (2010b) eGRID 2010V1_0_STIE_USGC.

% Synapse (2005)
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Use the hourly load-following emission rates to assess displacement from any type of
EE/RE policy and program based on the hours in which the respective EE/RE
policy/program is expected to reduce load requirements. These weighted average
emission rates of load following EGUs should reflect the group of EGUs that system
operators would use to meet marginal demand in that hour. Hourly emission rates can
reveal which hours of the day a set of EGUs in the area of analysis is emitting the most.
This allows for comparing emission rates at the set of baseload, load following and EGUs
that respond to peak demand.

Step 4: Apply energy savings and/or generation impacts of EE/RE policy/program to
displaced EGUs

Determine which EGUs within the dispatch order will be affected by evaluating how the
EE/RE policy reduces load or displaces generation of the area of analysis. Most
importantly identify if the EE/RE policy impacts peak hours and/or base load energy use.
It is possible for multiple EE/RE policies/programs affect both base load and peak hours
of aday. In that case, add the programs bottom up to obtain an aggregate level of energy
savings and generation on an hourly basis and apply their impacts to the predicted
displaced EGUs.*®

Step 5: Future Generation and Displaced Emissions

If the projections for EE/RE policies and programs extend out more than 5 years then a
state should develop assumptions for how future generation will change over time. The
jurisdiction must examine each area of analysis and assign emission rates to new units
expected to come online or exclude planned retired plants in the jurisdiction’s future
emission rates. There are multiple organizations that project how EGUs will meet future
demand and react to new environmental regulations. EPA recommends obtaining
projections future EGU information from EPA, EIA, or regional transmission
organizations.

It is also important to consider which new resources may be entering an area and whether
there are plans for transmission upgrades. Energy efficiency can avoid the need for new
or upgraded transmission lines. Depending upon the region, upgrades could encourage
further development of renewable energy, or may permit greater access by older, high-
emitting sources that may be more likely to run if the new transmission is built.

Tier Three Approach For Developing An EGU Dispatch Order And Estimating
Displaced EGU Emissions

Capacity Factor Approach

This approach is based on the assumption that an EGU’s capacity factor is an indicator
for the amount of generation subject to displacement of an EE/RE policy/program. This
method does not approximate hourly EGU dispatch or predict which EGU is on the
margin for any hour of the year. Rather, general assumptions are made about EGUs
historical annual or seasonal generation within the region of interest. The effects of

% Synapse (2005)
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EE/RE policies and programs are allocated to the EGUs in the region based on each
unit’s capacity factor. For example, base load units are rarely subject to displacement
and, as a result, they have very high capacity factors (> 70 percent). Units with low
capacity factors (<20 percent) are load following or peaking units and are subject to
displacement.

The following sections explain the five major steps for a historical capacity factor
displacement analysis. Steps one, three and five require the same procedures as the tier
two approach and will not be repeated in this section.

1) First, determine the relevant set of EGUs for the analysis. This involves
identifying the power control area(s) (PCA(s))*" in which the EE/RE
policies/programs are or will be located. (see Appendix B for more information
on how the electrical grid works)

2) Second, order the relevant set of EGUs to represent typical dispatch.

a. Allocate reduced generation based on historical capacity factors on a
seasonal basis

b. Adjust dispatch order based on major energy transfers between the PCA
and other areas.

3) Third, quantify the displaced emissions from the applicable EGUs. (Also known
as, marginal emission rates)

4) Fourth, apply the EE/RE policy/program control measure to determine the
displaced emissions profile from applicable EGUSs.

5) Fifth, analyze future emissions inventory to determine future EGU generation and
emission characteristics.

Step 1: Determine relevant set of EGUs for area of analysis
See step one under the Tier Two Approach for details on the procedures for this step.

Step 2: Place relevant set of generating units in an order representing typical dispatch.
The historical capacity factor approach involves a simple rule that organizes EGUs within
a simplified dispatch order. The rule, summarized in Figure F.2, indicates that EGUs with
lower historical capacity factors will be displaced at a greater rate than units with higher
capacity factors.®

EGUs with the lowest capacity factors would be considered the marginal EGUs within
the dispatch order. For instance, EGUs with capacity factors 20 percent and below would
be completely displaced by EE/RE policies/programs.

3" A Power Control Area (or balancing authority) is a portion of an integrated power grid for which a single
dispatcher has operational control of all electric generators. PCAs range in size from small municipal
utilities to large power pools such as PJM Interconnection.

% It is important to note that a unit may be “on”, i.e. generating electricity for a given hour. But, it may
only be operating at partial load. (Also known as spinning reserve)
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In contrast, EGUs with the highest capacity factors would be considered “baseload”
EGUs. For instance, EGUs with capacity factors 70 percent and above would be
displaced by EE/RE policy/program at a lower rate and some not at all.

EGUs between these extremes would be considered “load following” and the EGUs
would be displaced linearly as capacity factor rises.

When ordering generating units into a d

Figure F.1 Capacity Factor Approach®®
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and large amounts of import or
export of energy in the area of
analysis. EGUs can be taken off
line periodically for planned and
unplanned maintenance work,
and these outages influence
where the EGU is placed within
the dispatch order. However,
EGUs that are typically “base
load” plants should not jump to a
peaking unit because of
historical outages, however
lower prices in other fuels such
as natural gas may also influence
the dispatch order of traditional
base load coal plants. Unit Capacity Factor

Could be Displaced

Percent of Unit's Generation that

Step 2a: Allocating reduced

generation based on historical
capacity factors on a seasonal basis

Seasonal capacity factors should be used, rather than annual, in allocating reduced
generation. If annual capacity factors are used, any seasonal patterns in plant utilization
would be lost. For example, many combustion turbines operate only during summer
daytime hours during a typical year. The use of annual capacity factors would allocate
displaced emissions to these units during other seasons of the year.

Step 2.b: Account for Energy imports and exports
See step three under the Tier Two Approach for details on the procedures for this step.

Step 3: Quantify the displaced emissions from the applicable EGUs

Develop an appropriate capacity factor rule to estimate displaced emissions by evaluating
how the EE/RE policy/program will displace the applicable EGUs. Historical seasonal
and annual emission rates are available in EPA’s eGRID resource.®

Step 4: Apply EE/RE policy impacts to determine EGU displacement
In some cases it helps to identify if the EE/RE policy/program targets peak hours and/or
base load energy use. For example, introducing more wind generation on the system

% EPA (2010c) eGRID Version 1.0 Year 2007 Summary Tables
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could displace base load generation, in contrast, demand response programs would target
peak demand.

To apply the general rule outlined in Step 2 and 3, follow the steps below.

e First, calculate the amount of each unit’s generation (MWhs) that could be
displaced.

e Second, take the total energy produced or saved and allocate reduced generation
to the applicable EGUs.

e Third, obtain the historical EGU emission rates to determine the amount of
emission reductions from the displaced generation. [multiply emission rate by
column [6] in this example]

Table F.1 illustrates this process, evaluating an efficiency program projected to save
1,000 MWhs pear year. There are seven generating units in this hypothetical power
system, labeled A through G.
e Column [2] shows the percentage of each unit’s production that could be
displaced by the efficiency program, based on the rule from Figure 7.
e Column [3] shows each unit’s actual generation in the historical year being
used.
e Column [4] shows the amount of energy that could be displaced at each unit —
column [2] times column [3].
e Column [5] shows the percentage of the energy saved by the efficiency
program (1,000 MWs) allocated to each unit, and
e Column [6] shows the MWhs displaced at each generating unit.

Table F.1: Allocating Displaced Energy Using the Capacity Factor Approach®

[1] [2] % [3] Historical [4] MWhs [5] % of Energy Saved  [6] MWhs

Unit Displaceable  Gen. (MWh) Displaceable Allocated to Unit Displaced
A 100% 50,000 50,000 7% 65
B 82% 65,000 53,300 7% 69
C 79% 120,000 94,800 12% 123
D 48% 500,000 240,000 31% 312
E 22% 1,500,000 330,000 43% 430
F 0% 1,800,000 0 0% 0
G 0% 2,000,000 0 0% 0
Totals 6,035,000 768,100 100% 1,000

Step 5: Future Generation and Displaced Emissions.
See step five under the Tier Two approach for details.

%0 Synapse (2005) page 17.
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Tier Four Approach eGRID Subregion Emission Rates

“Non-Base load” eGRID Emission Rates

The eGRID subregion non-baseload output emission rates are recommended to estimate
emission reductions from EE/RE policies and programs that reduce consumption of grid
supplied electricity. Non-baseload output emission rates are associated with the
emissions from plants that combust fuel and have capacity factors less than 80%. These
data are derived from plant level data and aggregated up to the eGRID subregion level.**

States can use this approach to estimate the relative magnitude of emission impacts from
a potential EE/RE policy or program by using the following equation.

Tons of emissions reduced from EE/RE policy and program = non-base load emission
rate (Ib/MWHh) x (1/1-grid loss factor) x reduced consumption or supply in energy of EE
policy and program (MWh) x (20001bs/1 short ton conversion for criteria pollutants)

Figure F.2: eGRID2010 Subregion Representational Map

Source: EPA (2010a) page B-1

“! EPA(2010a) eGRID Technical Support Document
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Table F.2: eGRID Non-Base load
Emission Rates in 2007

eGRID subregion

Ao Nym

eGRID subregion name

Non-baseload output
emission rates

fo
-
[
)

ASCC Alaska Grid

=
&=
=
]

ASCC Miscellaneous

ATNM

WECC Southwest

CAMX

WECC Califomia

ERCT

ERCOT All

FRCC

FRCC All

HIMS

HICC Miscellaneous

HICA

HICC Oahu

MROE

MRO East

MROW

MRO West

NEWE

MPCC Mew England

NWPP

WECC Morthwest

WY CW

MWPCC NYC/ Wesichester

MNYLI

MWPCC Long Island

N"'.I'u:i

MPCC Upstate NY

RFCE

RFC East

RFCGM

RFC Michigan

RFCW

RFC West

RMPA

WECC Rockies

SPNO

SPP North

SPE0

SPP South

SRMV

SERC Mississippi Valley

SRMW

SERC Midwest

SRE0

SERC South

SRTV

SERC Tennessee Valley

SRVC

SERC Virginia/Carolina

U.s.

Ozone
NHO, season N0y 505
(Ib/MWHh) {lb/MWh) (Ib/MWh)
2.7006 277 1.35632
20.2079 20.7284 1.7088
1.0408 1.0188 04500
0.2481 03213 01688
0.5254 0.5440 0.6708
1.6465 1.6452 26173
84570 86418 24412
346874 3.5681 5.5465
3.3246 3.1142 5.9801
3.7435 36204 §.2192
0.2070 0.7584 2.4570
1.8887 1.8248 07560
0.2107 0.8238 0.7154
1.4251 1.3384 21340
1.4287 1.2863 53505
21831 1.7983 BYTED
2.1872 1.7084 §.8509
3.2024 22120 11.8345
1.8311 1.8682 1.8391
3.2852 28492 56117
1.9848 1.8468 1.9809
1.5027 1.5747 1.1215
24532 1.5207 69182
2.1828 1.7771 54800
29453 1.8351 T2TET
2.0702 1.5888 T.9666
1.9542 1.6205 5.0676

*> EPA (2010c)

3/30/11
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Table F.3: Displaced Emissions Methodology Comparisons

DISPLACED
EMISSIONS

METHODOLOGY

EXAMPLES

ADVANTAGES

DISADVANTAGES

One Dispatch Model and Prosym Most credible way | Expensive, complex
Energy Models Promod to estimate impacts | and some models are

IPM of new resource on | less transparent. All
Ventyx Market power system. dispatch models are
Analytics Simulates energy proprietary.
OTC workbook transfers between
MARKAL regions,

transmission

constraints and

optimized dispatch

Two Hourly Marginal Use CEMS data Credible in that it Does not account for

Emissions Rates from CAMD captures actual impacts on hydro or
database. Create dispatch of fossil energy transfers. Could
CEMS-Base Load | fuel generators be labor intensive.
Following Method | following load.

Three | Historical Capacity Use Simplified Rule establishes Oversimplification of

Factors capacity factor rule | dispatch order dispatch order, assumes
past historical
generation patterns will
persist in future.

Four Allocating Reduced Egrid non-baseload | Uses capacity Ignores all non emitting
generation to plants emission rates factor as a proxy to | generation (E.g., hydro)
based on capacity Green Power capture marginal Assumes one unit is
factors Equivalency units emissions generating per hour of

Calculator (for RE day, not representative
only) system dispatch

SECTION F.4: STEP 3: DETERMINE THE IMPACT FROM THE ESTIMATED
EMISSION REDUCTION ON AIR QUALITY IN THE NONATTAINMENT

AREA

Displaced emissions should be attributed to each applicable EGU in order to determine
how those emissions reductions will improve the air quality in the nonattainment area. **
Even if the EE/RE policy and program is clearly shown to occur in a nonattainment area,
unless a jurisdiction is able to determine where the displacement of electrical
generation will likely occur, it is problematic to assign the emission reductions to
the nonattainment area. For example, if the nonattainment area imports a
significant amount of electricity from locations outside and downwind of the area,
reduced demand from energy efficiency could result in less electricity being
imported, rather than reduced production (and consequently reduced emissions)

3 The current policy with respect to taking credit for emissions reductions outside nonattainment areas for
purposes of Reasonable Further Progress in 0zone SIPs is as follows: RFP credit can be taken for VOC and
NO, emission reductions within 100 kilometers (km) and 200 km, respectively, outside the nonattainment
area under certain circumstances. This policy is currently under reconsideration. See “Reasonable Further
Progress Requirements for the 1997 8-Hour Ozone National Ambient Air Quality,” 75 Federal Register
80420-80425, 80421, http://www.gpo.gov/fdsys/pka/FR-2010-12-22/pdf/2010-32139.pdf,.
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within the nonattainment area, or in areas affecting its air quality. Conversely, if the
energy savings reduce emissions at upwind sources, then the measure may produce
some air quality benefits to the area. (For more details, see the section below on
determining the geographical area where emissions occur)

The state should use the appropriate air quality model to evaluate the extent to which
reductions will improve air quality in the nonattainment area from the selected EE/RE
policy as a control strategy.

Determining The Geographic Area Where Emission Reductions Occur

Determining the location of the emission reduction that occur at fossil fuel fired
generation is challenging because electricity from numerous generators is fed into an
electrical grid from which many different consumers at various locations will draw
power. There typically is no direct connection between a specific facility generating
electricity and the end user of that electricity. Understanding how the electric grid
operates in a jurisdictions area is the first important step in making educated
decisions about which units would be affected by a certain EE/RE policy and
program. The better you can estimate at which power plants a EE/RE policy or
program will likely affect generation and the better you can forecast the emission
rates at those power plants, the better the emission estimate you will have for the
SIP submission.

Energy Efficiency

Out of the many scenarios state, tribal and local may encounter, there are three common
scenarios jurisdictions may need to consider when determining which EGU(s) are
affected by the applicable EE policy and program. Amongst the three scenarios,
jurisdictions may encounter varying degrees of imported or exported electricity between
the area of analysis or Power Control Area (PCA). The first scenario explains where the
emission reductions may occur when very small amounts of electricity is imported or
exported into a PCA and the third scenario explains the circumstances around PCAs with
large transfers of electricity imports and/or exports.

First Scenario: The EE policy and/or program directly reduce EGU generation within the
same power control area because both are located within the same power control area
(and nonattainment area) and there is minimal reliance on imported or exported
electricity. The Electric Reliability Council of Texas (ERCOT) is an example of this
scenario, where only 0.07% of energy was exported outside of the PCA and none was
imported.** In addition, in 2007, HI, AK, MI, IA, and OR imported or exported less than
1% of electricity into or out of their respective states.

Second Scenario: The EE policy and/or program could directly reduce EGU generation
within the same PCA and nonattainment area because the EGUs within the respective
PCA export or import a small amount of electricity (e.g., less than 10%) to or from
another PCA located outside of the nonattainment area. In this case, it is very possible
that the EE/RE policy and/or program implemented in one nonattainment area could

“ EPA (2010b)
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influence EGUs to operate less in the same nonattainment area. For example, the
following states exported less than 10% of electricity in 2007; IN, NE, AR, and TX. In
addition, the following states imported less than 10% of electricity in 2007; Ml, 1A, OR,
MO, KY, CO, GA, MS, VT and NY.*

Third Scenario: The EE policy and/or program may not directly reduce EGU generation
within the same PCA, and nonattainment area, because the EGUs within the respective
area either export or import a significant amount (e.g., over 40%)of electricity to or from
another power control area(s) located outside of the nonattainment area and State. In this
case, the EE/RE policy and/or program within one PCA would influence EGUs to operate
less in PCA(s) outside of where the policy/program is implemented. Determining if the
benefits are upwind from the nonattainment area of interest may be necessary. For
example, the following five states exported at least 40% of the electricity generated
within their state in 2007; WY, WV, ND, NH and MT.* In addition, the following five
states imported at least 36% of electricity from outside the state in 2007; DC, ID, SD,

DE, and VA"

EPA suggests that states seeking emission reductions from EE policy and programs
determine with the relevant PCA and congestion management zone (CM) in the
nonattainment area and understand seasonal or hourly differences during the timeframe
of interest. There are many cases in which the PCA will be a larger geographical area
compared to the nonattainment area. In that instance, it is important to investigate the
smaller areas within the electrical grid called, Congestion Management zones (CM) and
determine the amount of electricity imported and exported out of the CM. The state,
tribal or local agency should contact its EPA Regional Office to discuss a method by
which decreased demand can be apportioned among the EGUs in other PCA(s), CMs and
nonattainment areas.

For example, the EGUs located within a PCA containing a nonattainment area may
export a large percentage of their power production to a distant city outside the
nonattainment area. If that distant city adopted aggressive energy conservation measures
which resulted in a significant decrease in demand from the EGUs in the nonattainment
area, emission reductions for the nonattainment area may be appropriate but would
depend on:

o If a state or municipal policy in the distant city requires implementation of the
electricity demand program.

e If the demand reduction for EGUs in the nonattainment is permanent OR
temporary and subject to elimination due to short-term market forces (i.e.,
redirection of the power to another market)?

“ EPA (2010b)
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Renewable Energy

Determining the location of the fossil fuel fired units that can operate less as renewable
energy becomes available can be a complex task, particularly when the renewable
resources are located outside the nonattainment area that seeks to use the reduction for
SIP purposes.

Step 1: Determine the location of the fossil fuel fired EGUs that have been able to reduce
their output as renewable energy resources were made available on past days. This
information should already exist at the ISO / RTO that oversees the electrical grid for the
area.

Step 2: Understanding how the grid has responded in the past as renewable resources
have come on-line to develop planning assumptions for how the grid will respond in the
future.

Step 3: Obtain and review the results from existing dispatch modeling conducted by the
grid operator of the PCA, ISO or RTO. The grid operators have the most pressing need
to accurately determine the impact that renewable energy resources will have on the
future operation of the electrical network.

In areas of the country where several states in close proximity to one another implement
RE policies and programs, it may be advantageous for these states to work together in
conjunction with their ISO / RTO and EPA Regional office to identify the overall impact
of the RE policy and programs on the electrical grid in the future. Ideally, such a process
will yield a technically valid solution that attributes the emission reductions from
decreased reliance on fossil fuel fired EGUs in an equitable manner between the states,
and also ensures that double counting of emission reductions does not occur.

EPA understands that conducting this type of analysis may be beyond the means of the
jurisdictions that implement these RE policies and programs. Accordingly, we encourage
any state, tribal and local that needs assistance with this to contact the relevant EPA
regional office for assistance. A list of EPA contacts is provided in section ___ of this
document.

SECTION F.5: STEP 4: PROVIDE A MECHANISM TO VALIDATE OR
EVALUATE THE EFFECTIVENESS OF THE POLICY

The purpose of this step is to determine the type of monitoring, record keeping and
reporting needed to evaluate whether the expected energy impacts, emission reductions
and/or air quality improvements were achieved in practice. For energy efficiency
policies, if the state wants to incorporate energy efficiency policies as a control measure,
there should be an effort to evaluate, measure, and verify the impacts of energy
efficiency. For more information on this topic, see the National Action Plan for Energy
Efficiency Guide on EM&V.*

“® DOE (2006) National Action Plan for Energy Efficiency Report.
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For RE policies and programs, jurisdictions should have in place systems to track
whether energy providers are meeting the percentage targets for renewable energy in the
program. Typically, the state public utility commissions or state energy offices monitor
utility compliance or performance on a year-to-year basis.

SECTION F.6: OTHER CRITERIA FOR CONTROL MEASURE PATHWAY
In addition to the quantification of the emission reduction impact of the EE/RE policy
and program measures, jurisdictions must also determine whether the measure satisfies
the Clean Air Act requirements of permanent, enforceable, and surplus. Each of these
requirements is discussed below.

Permanent Criterion

The EE/RE policy and/or program control strategy should be permanent
throughout the term for which the emission reductions are granted unless it is
replaced by another measure or the State demonstrates in a SIP revision that the
emission reductions from the measure are no longer needed to meet applicable
requirements.

The state or responsible party must demonstrate that adequate personnel and program
resources are committed to implement and enforce the program. To demonstrate that this
requirement has been met, jurisdictions should provide:

e Evidence that funding has been (or will be) obligated to implement the activity;
e Evidence that all necessary approvals have been obtained from all appropriate
government entities; and
e Evidence of inclusion of the EE/RE program in a state regulation or statute.
o For RPS policies, the state needs to adopt regulation or legislation
mandating the program with a state commitment in the SIP to continued
implementation of the program

For energy efficiency policies and programs, the permanence of some programs, such as
purchase programs for energy efficient equipment and products, would need to be
addressed to ensure that:

e The purchased equipment/products would be replaced at the end of their useful
lives with comparably efficient equipment, or,

e That if there isn’t a plan to replace the EE equipment/products, the loss of EE
savings is reflected in the SIP. However, a SIP commitment to continue support
and funding for the EE program in the future will provide some assurance that as
old equipment is replaced, it is replaced with comparable or more efficient
equipment.

Enforceable Criterion
Emission reductions used to meet SIP RFP or attainment needs must be enforceable
against a source, and the state and EPA must have the ability to apply penalties if deemed
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appropriate. Additionally, citizens must have access to the emissions related information
obtained from the sources, and must be able to file suits against the source for violations.

The state’s renewable portfolio standards (RPS) and EE policies and programs must be
mandatory, created either by specific state legislation commission order or regulation. If
a state submits EE/RE programs for incorporation into its SIP, the programs also become
federally enforceable. Making state adopted EE/RE programs federally enforceable puts
them on par with more traditional air pollution control programs for which states have
sought SIP credit for in the past.

To ensure state overview and enforcement of these programs, EPA envisions the need for
an MOU between the state DEP and the DPUC or other state entity to delegate
enforcement of the program. From EPA’s standpoint, it does not matter what part of
State government enforces the program — it could be the DEP or PUC — so long as the
state agency in question has authority from the legislature to administer and enforce the
program. *” When EPA brings the program into the SIP, EPA has to have the option to
impose CAA-mandated penalties when the agency determines this is an appropriate
course of action. However, if the state “must” initiate enforcement, there is no need for
EPA to take enforcement action. Failure of the state to act would be appropriately
addressed in discussions with or an action against the State, not the entities in non-
compliance. Enforcement of the proposed EE/RE SIP policy and program elements
should be addressed in the State-EPA agreements on enforcement which delineate the
roles of each party and, on an annual basis, the sharing of enforcement responsibilities to
which the state and EPA agree, including who will pursue which cases under this
program.

Surplus Criterion

Jurisdictions cannot “double-count” emissions; Emission reductions associated with the
EE/RE program must not be relied upon in any other air quality program included in
jurisdictions SIP. . To demonstrate that this requirement has been met, jurisdictions
should provide:

= A statement that the appropriate agency has reviewed the control strategy and
confirms that it is not accounted for in other parts of the SIP; and

= A statement describing the potential areas of overlap, if any, and steps to ensure
that emission reductions are surplus and that there is no double-counting

If a cap and trade program is present, one method for demonstrating the surplus criterion
has been met is to retire allowances or otherwise ensure emissions will not increase
somewhere else within the cap.

*" The criteria described here that EPA would use to evaluate the enforceability of a SIP that incorporates
renewable energy incorporate by implication the requirement that the emissions data reflects the full
implications of renewables use on the grid. Recent studies document that at certain levels of wind
production (e.g., 20 percent), emissions factors on natural gas and coal facilities used to balance the grid are
significantly different from emissions factors for those units when used without wind on the grid. The
emissions data or emissions factors used in an enforcement case would have to reflect the actual emission
rates associated with actual wind power usage.
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