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Summary List of Pending Priority Policy Options for Analysis

GHG Reductions Net Cost
Policy Option (Ll Eeiee) P\F/ZTE? Effective- |Level of
yop Total ness |Support

200962025
2015 | 2025 | 2009-
~005 | (Million $) | $1CO28)

Utility Demand-Side Management
RCI-1 for Electricity, Natural Gas, Pending
Propane, and Fuel Oil
Existing Buildings Energy
RCI-2 Efficiency Incentives, Assistance, Pending
Certification, and Financing
Regulatory (PSC) Changes to
Remove Disincentives and e ’
RCI-3 Encourage Energy Efficiency Not Quantifiable Pending
Investments by IOUs

Adopt More Stringent Building
RCI-4 Codes for Energy Efficiency for Pending
New Construction

Michigan Climate Challenge and

RCI-5 Related Consumer Education Not Quantifiable Pending
Programs
Incentives to Promote Renewable .

RCI-6 Energy Systems Implementation Pending
Promotion and Incentives for

R Improved Design and Construction )

RCI-7 Focused on Existing Buildings in Pending
the Private Sector

RCI-8 Net Met(_arlng for Distributed Pending
Generation
Training and Education for

RCI-9 Building Design, Construction, and Not Quantifiable Pending
Operation

RCI-10 |Water Use and Management | | | | Pending
Sector Total After Adjusting for TBD TBD
Overlaps
Red_uctlons From Recent TBD TBD
Actions
Sec_tor Total Plus Recent TBD TBD
Actions

GHG = greenhouse gas; MMtCOze = million metric tons of carbon dioxide equivalent; $/tCO.e = dollars per metric ton
of carbon dioxide equivalent; PSC = Public Service Commission; IOU = investor-owned utility.
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Note: The numbering used to denote the above pending priority policy options is for reference purposes only; it does
not reflect prioritization among these important draft policy options.
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RCI-1. Utility Demand-Side Management (DSM) for Electricity, Natural Gas,
Propane, and Fuel Oil

Policy Description

Thisoptionfocuses onincreasing investment in electricity and naural gas demand-side
management (DSM) programs throughprograms run by theinvestor owned, municipd and co-
opedtive utilities, as well as energy service companies (ESCOs), large cusomers, or others, in
order to meet thegod of overall redudionin energy consumption. Decreasing consumption will
have immediate impacts on greenhoug gas emissions DSM activities may be designed to work
in tandem with other recommended strategies tha can aso encourage efficiency gains

This policy recommendéion focuses onimproving energy efficiency throughincreased
investment in demand-side management programs induding energy efficiency, energy
congrvation and pesk demand redudion efforts. Energy efficiency and conservation are the
lowest cog resources for redudionsin electricity and naural gas use by theresidential,
commercial and indudria sectors and thusfor reduction of greenhou® gasses. Thereisalong
track record of cog effective energy efficiency initiatives, typically called demand side
management (DSM), at thelocal, state andregiond levelsin areas aroundthe county andin
Michigan. Thereisvast potential for improving the energy efficiency of homes, appliances,
busnesses andindugry in Michigan. A nunmber of DSM efforts are already undeway or
mandaed in Michigan, and legidation recently passed the state House of Representatives
(HB5525)and is pending in the state Senae.

This policy option consders energy savingsgodsfor electricity and naural gas, and thepolicy,
program, and funding mechanisms tha might be used to achieve these gods. These are intended
to work in tandem with other strategies unde consderation by the RCI and ES TWGs.

Policy Design

Goals: Thegod of this policy isto bring thetotal overall demand redudion of existing actions
recent actions(e.g., House Bill 5525,pending in the Senate) plusnew, additiond DSM activities
in Michigan to save in each year 2% of the prior year® electricity use and 0.75%of the prior
year@ natural gas use by theresidential, commercial, and indugrial sectors, compared to a three-
year, weather-nomalized Busness-As-Usual (BAU) forecast tha does notincorporate these
gods

Timing: Start in 2009with a 6-year ramp-up to the full 2% electric and 0.75% natural gas
savingsper year by 2015, and continuing at tha level through2025

Parties | nvolved: All of the state® gas and el ectric distribution companies and by extenson, all
cusomers.

Implementation Mechanisms

As suggested in HB 5525, this policy optionis envisoned to beimplemented Dat least initially B
throughtraditiond utility-based DSM programs.
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Related Policies/Programs in Place
Few related policies arein place at thistime, athoughrelated legidation (HB 5525)has been
introduced.

Also, the Cusomer Choice and Electricity Reliability Act of 2000authorized the creation of a
Low-Income and Energy Efficiency Fund(LIEEF), administered by the Michigan Public Service
Commission via grants to qudifying organizations Thepumpo< of thefundisto provide shut
off and other protection for low-income customers and to promote energy efficiency by all
cugomer classes. Since 2002 approximately $89million (24% of available fundg has been
usd for efficiency-related grants.

Type(s) of GHG Reductions

TBD D[as approved by the TWG]

Estimated GHG Reductions and Costs or Cost Savings
TBD Dlas approved by the TWG]

Data Sources. [TBD, as approved by the TWG]

Quantification Methods: [e.g., Full life-cycle andysis with supply/demand equilibrium
adjugments on TWG approvd]

Key Assumptions: [TBD, as approved by the TWG]

Key Uncertainties
TBD D[as needed and approved by the TWG]

Additional Benefits and Costs
TBD D[as needed and approved by the TWG]

Feasibility Issues
TBD D[as needed and approved by the TWG]

Status of Group Approval
Pending B[until MCAC movesto find agreement at meeting #7 or #8]

Level of Group Support
TBD B[blank untl MCAC meeting #7 or #8]

Barriers to Consensus
TBD B[blank untl find vote by MCAC]
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RCI-2. Existing Building Energy Efficiency Incentives, Assistance, Certification
and Financing

Policy Description

Theintent of this policy optionisto improvetheenergy efficiency of existing buildings Because
Michigan has oneof the weakest energy codes in the naion, and currently utilizes many of its
World War Il-eraindugria buldings energy efficiency improvements providea significant
oppotunity to reduce Michigan® carbonfootprint. This policy setsagod for redudng energy
usagein existing buildingsby encouraging energy efficiency upgrades and operating
improvementsin existing ingitutiond, municipd, commercial, residential andindugrial
buildings Incentives, rebaes and propeaty tax abatements are impeative to foder state-wide
paticipaion inimplementing energy efficient measures to reduce future energy generation and
green hous gas emissions This policy isintended to suppot and work in conjundion with other
policies (e.g., RCI-1) to hdp create a sugainable and cog-effective energy efficiency program
for Michigan.

Policy Design
Goals:

¥ Reduce energy consumption per squae foot of floor space in existing residential and
commercial buildingsby 50% from 2002levels by 2030.

¥ Reduce energy consumptionin theindugrial sector, where building systems and process
systems are often intertwined, by 20% by 2030.

Timing: Program beginsin 2010

Parties Involved: All partiesinvolved in owning, opeating, renovaing, occupying, or other
activities assocdiated with Michigan@ existing residential, commercial, and indugria building
stock.

Implementation Mechanisms
Thefollowing are proposd mechanisms:

¥ Energy survey and audit programsto encompass all fadlitiesincluding residential: The
proposd programs will providefunding or patia funding for energy audits for existing
buildingsand homes, allowing for afree or reduced-cos residential energy survey or a
reduced cog technical energy audit for each commercial, indudrial or inditutiond cusomer
throughqudified energy service companies, i.e., Rebuild MI-approved providers. Funding
will bebased ontota squae footage of building and will require doaumentation of
recommendaions return on investment (ROI) calculationsif investment is required and
calculated redudionsin GHG emissions Audit program will incorporate free energy
assessments for indugries throughlndugria Energy Assessment Centers & Department of
Energy (DOE) Save Energy Now Program. Incentives and assistance will be available for
follow up andimplementation of audit recommendations
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¥ Incentivesand rebatesfor energy efficiency measures and improvements: This program
will providefinandad incentivesfor all state energy consumersto ingall energy efficient
equipment in their homes and busnesses. Residential cusomers will have a separate rebae
program to indudecommon and largest energy consuming equipment such as clothes
washag/dryers, refrigerators, furnaces and compact fluorescent lamps All equipment must
be EnergyStar rated. For al other cusomer classes therebae basiswill befor prescriptive
technologies such as lighting, HVAC and motors induding agricultural technologies. Rebates
only apply to full time Michigan residents and busnesses.

¥ Property tax abatement for achieving LEED certification for existing buildings(LEED
EB) by the U.S. Green Building Council and/or other tax incentivesfor energy
efficiency: This program will provide propety tax abaement by achieving LEED-EB
Certification. Abaements will be scaled to thelevel of certification achieved. Governmental
facilities and opeationsare excluded from these incentives however should be encouraged or
required to comply with minimum ranking throughexisting executive order. (Covered in
more detail in RCI-7.) Inaddition, tax credits could be made available to homeowners and
residential rental property owners for energy-efficiency upgrades. [Note: This was moved
here fromRCI-6]

¥ Short-term, low- or no-interest loans: Appliesto busnesses or energy service companies
(ESCO®) that implement energy savingsmeasures with verification & monitoring activities.
Loansare secured and boundby purchased equipment and distributed directly to cusomer or
to third party energy service provide. This program will have established ROI terms andis
availableto al residential and small busnesses (SBA members). This program will also
complement and promote all other initiatives consdered in this policy. Loanswill be
prioritized and quantified by cusomer class and applicable to qudified prescriptive
technology measures only. Low income class cusomers may also utilize Michigan@ LIEEF
for supplementa or full funding of energy improvements.

¥ Energy efficiency reinvestment funds. Establish afundwhich will act asabank for
guaanteed performance based energy improvement projects by issuing internad unsecured
loans Applies to busnesses or energy service companies (ESCO®) that implement energy
savingsmeasures with verification & monitoring activities. This program will have
established ROI terms and is available to all cusomer classes excluding residential. Projects
are approved on short term simple payback basis aslongas the debt service from savings
does not exceed existing utility cods. Loanswill be prioritized and quantified by customer
class and applicable to qudified prescriptive technology measures only. Interest on loansto
befixed with portion appropriated for administrative fees and profit (to be used to increase
fundsize).

Related Policies/Programs in Place
From michigan.govwebsite:

0 Rebuild Michigan

0 TheRebuild Michigan Program foders partnerships that promoteincreased energy
efficiency within acommunity. Partne's may indudelocal govenments, schools,
universities, busnesses, non-profit organizationsand public housng authorities. With
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assistance from state government and other partners each community can determine
energy saving oppotunities and gods and work to implement an energy action plan.

0 State Facility Energy SavingsPlan

0 On November 14,2007,the M| Depatment of Management & Budge (DMB) began its
compliance of Executive Directive 200722; an energy redudion strategy to reduce utility
expenditures by 10% by the end of fiscal year 2008 (September 30,2008) based on 2002
utility expenditures of approximately $16 millionon DMB managed and owned
buildings Additiondly, energy consumption mug bereduced by another 10%by theend
of fiscal year 2015(September 30, 2015) compared to a 2006basdline This strategy
incorporates benchmarking state-owned facilities throughENERGY STAR in patnership
with the MI Department of Labor & Econorric Growth/Energy Office.

0 Eneqgy Cog Avoidance Certification (P.A. 122)

0 Public Act 1220f 1987encourages ongong energy management in state-owned facilities
by offeringafinancia incentive to departments tha have taken energy-saving actionsand
can doaument the energy cog savings Departments may retain seventy-five percent
(75%) of ther certified energy cog avoidance to fundadditiond energy efficiency
projects during the next fiscal year.

0 ENERGY STAR Building Labd Incentive

0 TheENERGY STAR Building Labd is awarded to buildingstha exhibit high energy
efficiency withoutsacrificing occupant safety and comfort. These buildingsare given
naiond recognitionfor thar energy peformance. Also, each recognized buildingis
presented with a plaquetha can be mountd in thebuilding visible to occupants, visitors
and community members. To receive the ENERGY STAR Building Labd thebuilding
owner must:

¥benchmark their building(s)
¥have aprofessiond engineer verify and prepare a statement of energy performance
¥submit acompleted application

0 TheEnegy Office staff is available to assist with the benchmarking and application
processes. This Office isaso offering alimited time incentive to hdp public agendes
pay for the statement of energy performance.

From DSIRE website (www.dsireusa.org):

0 Low-Income and Energy Efficiency Fund (LIEEF)

0 Michigan'sstatewide public benefits fund, the Low-Income and Energy Efficiency Fund
(LIEEF), was authorized by the state's restructuring legidation (Act 141), enacted in June
2000.Thepumpo= of theLIEEF is to provide energy assistance for low-income
cugomers, to provide congrvation and efficiency measures to reduce energy use and
energy bills of low-income cusomers, and to promote energy efficiency amongall
cugomer classes.
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TheLIEEF is administered by the Michigan Public Service Commission (PSC), which
issues periodic requests for proposals (RFPs) for progpective projects. Themost recent
RFPsindude$55millionfor low-income energy assistance, $10millionfor low-income
energy efficiency, and $15millionfor energy efficiency in al cusomer classes. The
deadlinefor proposl submissionsonall three RFPswas May 1, 2008.

o Nonrefundale Busness Activity Credit

0 Busnesses certified by the NextEnergy Authority that locate in the NextEnergy Zone
may claim anorrefundale credit for thetax year equd to thelesser of (1) theamount by
which abusness's "tax liability attributable to qudified busness activity" for thetax year
exceedsthebusness's "baselinetax liability attributable to qudified busness activity," or
(2) 10% of theamountby which thebusness's "adjuged qudified busness activity"
performed in Michigan, outside of a"Renassance Zong" for atax year exceedssuch
activity for the2001tax year unde former MCL @ 20839e Unde eithe formula, a
busness may notclaim the credit for any tax year in which its "tax liability attributable to
qudified busness activity" did not exceed the"basdlinetax liability attributable to
qudified busness activity" in 2001.These creditsinitialy took effect beginningin 2003
and were scheduled to expire a the end of 2007with therepeal of MCL = 20839e In
2007however, they were renewed withoutsubgantive ateration as part of alarger
reworking of state busness taxing policy.

0 Refunddle Payroll Credit

0 Busdnesses certified by the NextEnergy Authority that locate in the NextEnergy Zoneto
develop "dternaive energy technologies," as defined by the Michigan Next Energy
Authority Act, may claim a credit for thether qudified payroll amount If the credit
exceedsthetax liability of thebusnessfor thetax year, the portion of the credit
exceeding thetax liability will berefundel. This credit initially took effect beginningin
2003and was scheduled to expire at the end of 2007 with therepeal of MCL & 20839e
In 2007however, it was renewed as pat of alarge reworking of state busnesstaxing

policy.
0 Wiscongn Public Power, Inc. - Renewable Energy Rebae

0 Rebaesfor renewable-energy systems are available to residential and small commercial
cugomers of al Wisconsn Public Power, Inc. (WPPI) utilities, induding these Michigan
utilities: Alger Delta CEA, BaragaElectric Utility, GladsonePower & Light, L'Anse
Electric Utility, Negaunee Electric Department, and Norway Power & Light Customers
mug residein theservice territory of the paticipaing utility, and the system mug be
ingalled onthe cusomer's propety. Projects mus be approved by theutility before
ingallation.

o0 DTE Eneqgy
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0o DTE Enegylaunched asmall energy efficiency pilot program in May 2008offering
rebaes of up to $5,000to cusomers of its natural gas utility, MichCon, for produds and
servicestha hdp consrve energy. Unde thepilot program, alimited number of $250
rebaes are available to cusomers who purchase a high efficiency furace or have a
professiond energy audit peformed onther home. The company also is offering six
rebaes of $5,000to bulders who condruct new energy efficient homes.

Financial Assistance Programs offered through the Department of Environmental Quality:

0 Retired Engineers Technical Assistance Program (RETAP)
(www.michigan.gov/deg/0,16077-1353585_4848-,00 html)

0 Retired professionds are available throughthe Retired Engineer Technical Assistance
Program (RETAP) to assist busnesses and inditutionsin Michigan with pollution
prevention. Each assessor has thirty to forty years of experience with Michigan
indugries. Busnesses of 500 employees or fewer in the state and inditutionsof any size
are eligible. This program provides confidential and nonregulatory on-site pollution
prevention/ energy assessments for Michigan busnesses and inditutions free of charge
Teams of RETAP professionds review opeaationsfor potential waste redudion strategies
and oppotunities; induding source redudion, reuse, recycling, and energy efficiency.

o Small Busness Pollution Prevention Loan Program (P2 Loans)

0 This program provides loansof upto $40Q000at an interest rate of 5% or lessto existing
independently owned busnesses with 500 or fewer full time employees. Projects tha
qudify for P2 loan funding indudethose that eithe eiminae or reduce waste at the
busnesslocation (source redudion), result in environmentally soundreuse and recycling
for theloan applicant's generated wastes, conserve energy or water on-site, or are a
qudified agricultural energy produdion system. Funding for the P2 Loan Program comes
fromarevolvingloan fund made possible throughpassage of the Clean Michigan
Initiative in November of 1998 Low interest loansare available to all Michigan
busnesses induding manufacturing, farming, retail and service.

0 Enegy Research and Demondration Centers (www.warmtraining.org/medc/)

o Michigan® Energy Office suppots the Michigan Energy Demondration Centers located
throughoutthe State. The Michigan Energy Demondration Centers promote energy
efficiency, renewable energy, green building and sugtainable living solutionsfor
Michigan residents and busnesses.

0 Other Grants and Loans (www.michigan.gov/deg/0,16077-1353307_3515-,00.html)

0 Othe grant andloan programsindudeBrownfield grants and loans the State Revolving
Loan Fund;and Nonpoint Source Grant Funds Additiond information can befoundat
the abovewebste.
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Other Outreach Websites and Information

0 Sudainability (www.michigan.gov/deq/0,16077-135-3585_ 30068 48393,00 html)

0 Enegy Efficiency Resources (www.michigan.gov/deg/0,16077-135
3585_30068_27504,00html)

Type(s) of GHG Reductions
TBD D[as approved by the TWG]

Estimated GHG Reductions and Costs or Cost Savings
TBD DJas approved by the TWG]

Data Sources. [TBD, as approved by the TWG]

Quantification Methods: [e.g., Full life-cycle andysis with supply/demand equilibrium
adjugments on TWG approvd]

Key Assumptions: [TBD, as approved by the TWG]

Key Uncertainties

Significant unaertainty exists with respect to baseline (2002)levels of energy consumption per
squae foot, paticularly at any high-resolution level like building-specific figures at the
residential or commercial level.

Additional Benefits and Costs

TBD D[as needed and approved by the TWG]

Feasibility Issues

Characterization and generdization will almog certainly be needed dueto the widespread lack of
building-specific baselinedaafor 2002.

Status of Group Approval

Pending B[until GCGW movesto find agreement at meeting #7 or #8]

Level of Group Support
TBD B[blank untl MCAC meeting #7 or #8]

Barriers to Consensus
TBD D[blank until find vote by the MCAC]
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RCI-3. Regulatory (PSC) Changes to Remove Disincentives and Encourage
Energy Efficiency Investments by Investor-Owned Utilities (IOUs)

Policy Description

Econormic regulation of investor-owned utility rates by the Michigan Public Service Commission
(MPSC) limits the company( earningspotential by determining an authorized level of earnings
and by establishing the allowed earningsas a pecentage of theutility rate base D meaning the
value of assets (e.g. power plants and distribution neworks) used in thebusness. In designing
therates charged to customers to recover the utility® GevenuerequirementO(expensss plus
return ontherate base), theregulator typically assgnsmos of therevenuerequirement to a
predicted level of sales of units of gas or electricity. This method creates finandal incentives for
theutility to increase, not decrease, its unit sales and make investments in the physcal assets of
thebusness.

Successful energy conservation and efficiency programs will reduce unit sales and could cut into
theutility@ recovery of revenues assodated with the cogts of doing busness, induding a
reasonable return. If the program cods are expensed, there can be noincrementa earningsonthe
program investment no matter how successful it is. Thusthereis limited QupsdeOpotential and a
significant risk of harming profitability assodated with an energy efficiency program.
Coopeative and municipd systems may runtherisk of diminished cash flow from reduced sales,
even absent the same earningsmoded as theinvestor-owned utilities. Thefinandal incentives are
to maximize unit sales, congstent with existing produdion capability, nat reduce them.

Thenaural finanda disincentive can be offset by: (1) providing a possible incentive financa
ben€fit for a successful efficiency program; (2) changing the rate method so tha expenses and
earningsare recovered by afixed rate charge developed based on the nunber of cusomers rather
than units sold; (3) allow updding of the sales figure in between rate cases; and (4) utilizea
system benefits charge applicable to all distribution service cusomers for the efficiency
program. Items (2) and (3) are alternatives sometimes referred to as QlecouplingQof the revenue
requirement from a projected sales level determined in therate case. Item (4) ensurestha all
cugomers receiving ddiveries fromthelocal distribution utility contribute to the program cods,
since thebendfits are sodetal.

Decoupling utility unit sales from profits in rate setting while providing the oppotunity to earn
profits from successful program outcomes can realign incentives to encourage effective utility
investment in DSM, energy efficiency and conservation and reduce theincentive to maximize
unit sales.

A public bendfits charge (sometimes call systems benefits charge) is afee attributed to utility
cugomers for the purpose of accomplishing apublc good such asredudng emissions Thefee
isanonby passable charge on electric or naural gas utility billsand may be set ona pe-meter,
per month or volumetric (per kWh) basis. Thefundscollected are used to provide energy
efficiency, conservation and peak demand redudion programming. This programming can be
opeated by thedistribution utilities or by a commission-supevised third party.
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Policy Design
Goals: This policy optionis not quantifiable at thistime. However, the MPSC should undeatake

efficiency investments by utilities and ways to removethem, aswell as oppotunities to [t COlLL ST S Al
Deleted: by December 2009

encourage additiond energy efficiency investment by utilities. MPSC should implement the

with the Energy Supdy Technical Work Group o 7

Timing: Asnoted above

Parties Involved: MPSC, investor-owned utilities, and othe's asthestudy@recommendations
may indicate.

Implementation Mechanisms

¥ To havetheCommissionissuean order onits own motion to address guiddines on
decoupling mechanisms by the 1¢ quater of 2009, providing oppotunity for comments with
astaff report dueby the end of the 3rd quater of 2009 and a commission orde outthe 1
quater of 2010. Utilitieswill have the oppotunity to file arate case on decoupling
mechanisms tha correspondwith the guiddines issued by the commission.

¥ Othe implementation mechanisms for this policy option will derive fromthecondusons
and recommendationsof theidentified study.

Related Policies/Programs in Place

to contribute to a centrally-administered program at alevel of 2% of revenue creatingan o 7

atractive optionfor utilities lacking staff to administer ther own programs.

Type(s) of GHG Reductions
TBD Dlas approved by the TWG]

Estimated GHG Reductions and Costs or Cost Savings
Not applicable.

Key Uncertainties
TBD D[as needed and approved by the TWG]

Additional Benefits and Costs
TBD D[as needed and approved by the TWG]

Feasibility Issues
TBD D[as needed and approved by the TWG]

Status of Group Approval
Pending B[until MCAC movesto find agreement at meeting #7 or #8]
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Level of Group Support
TBD B[blank untl MCAC meeting #7 or #8]

Barriers to Consensus
TBD B[blank until find vote by the MCAC]

Center for Climate Strategies
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RCI-4. Adopt More Stringent Building Codes for Energy Efficiency jn New _ -
******* Formatted: Font color: Red

Construction

Policy Description

Newly congructed buildingstoday become the energy-consuming building stock of tomorrow.
In an effort to reduce thelargest operationsand maintenance cos for newly congructed
buildings(energy cogs), a highe energy standard should berequired in Michigan. Stronge
building energy codes can be an effective way to eliminate theleast efficient energy approaches
in new or renovaed buildings The ®030Chdlengelis aglobd initiative that targets al new
buildingsand major renovaionsto reduce ther fossil-fud GHG-emitting consumption by 50%
by 2010,incrementally increasing theredudionfor new buildingsto carbonneutral by 2030.
The2030chdlengehas been adopied by the U.S. Conference of Mayors, Nationd Assodation
of Counies, American Ingitute of Architects, U.S. Green Building Coundl, Internaiond
Coundl for Local Environmenta Initiatives, Congress for the New Urbanism, states of Illinois,
Minnesota, California & New Mexico, numerouscountes and cities, and suppoted by the
American Sodety of Heating, Refrigerating & Air-Conditioning Engineers (ASHRAE). New
building standadstha meet the 2030Chdlengeare currently beng developed. To meet or
exceed the 2030Chdlengefor a 50% GHG reduction by 2010 it would require Michigan to
achieve a 30%improvement beyondtherequirements of the| ECC 2006Code

Policy Design
Goals:

¥ Strengthen the Michigan energy building codes for residential and commercia congruction
to match those of the 2030Chdlenge

¥ To meet theinitial 2030Chdlengegod of 50% GHG redudion by 2010,Michigan should
adoptan energy codethat requires 30% energy performance improvement beyondthe
requirements of the|[ECC 2006 Code

¥ Enegy savingscan be measured by usng the current Michigan Uniform Energy Code
(MUEC), thelECC 2006,and ASHRAE 90.1 2004 standadsas basdlinereferences to the
requirements of the2030Chdlenge Assuming that the earliest new codes could be
implemented would be 2009 the baseline year for energy saving comparisonsshould be
2008.

¥ |Implementing the 2030Chdlengestandadswill result in redudionsin electrical
consumption far exceeding the 25%redudion achievable by meeting the 20061ECC or
ASHRAE 90.1 2004standad

¥ |In meeting the2030chdlenge ingectionsof thethermal envdopes will berequired during
condruction.

¥ Adoptsimilarly improved building coderequirements for indudrial facilities.

¥ Adheaeto peaiodic upgrades of thenaiond standadsfor new residential, commercia, and
indugria buildings and review and upgrade existing state and local building codes
accordingly. [Moved from RCI-9]
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Timing: New residential and commercia energy codes should take effect immediately in order
to effectively meet the requirement of a50% GHG redudion by 2010,and a carbonneutral god
by 2030.

Parties Involved: All patiesinvolved in designing, condructing, owning and occupying new
residential, commercial, orindugrial facilities.

Implementation Mechanisms

Thefull implementation of the 2030 Chdlengein Michigan would require legislationthat
repedls the Stille-Derossette-Hale Single State Construction Act, allowing arevised energy code
to beestablished.

In order to suppot increasing energy efficiency standardsfor new condruction, it would be
necessary to implement training for codeofficials aswell as building trade professionds and
facility managers to ensure congstent qudity control and enforcement measures (see RCI-9).

Related Policies/Programs in Place

Badkground: Michigan is currently boundby thelanguage of the State Congruction CodeAct
regading any changes to the Energy Code Attemptsto updae the Residential Energy Code
within the confines of the State Condruction CodeAct were met by litigation fromthe Michigan
Association of Home Builders (MAHB) in February, 2005 The Circuit Court issued an
injundion hdting theimplementation of the revised Michigan Uniform Energy Code (MUEC).
Thislitigaionis still urresolved. On June25, 2008, however, the Michigan Supreme Court
ruled that the MAHB would not beallowed to introdue new information at the Circuit Court
trial tha had not been devel oped or shared during the public rulemaking process and further
clarified the State® rule making authority unde the Administrative Procedures Act of Michigan
State Agendies. With the Appeals Court and Supreme Court cases resolved, it is expected tha
the Circuit Court will now hear thecase. It isexpected that the State will request theinjundion
belifted and therevised MUEC be implemented.

Conaurrently, the Bureau of Congruction Codes conduded ad hoc committee meetingsthrough
Juneof 2008to discuss possible commercia and residential energy codeupdaes. Thead hoc
committee conssted of representatives from the building, manufacturing, building code
govanment and public sectors. Thead hoc committee® suggestionsfor commercial and
residential energy codeupddes will beguided by the State Condruction CodeAct. The
suggestionsgenerated from the ad hoccommittee have been presented to the Department of
Labor and Econonic Growth for consderationto updae the current energy code Any changes
to thecodewill follow the normal notice-and-comment rulemaking process. Members of the
public are encouraged to submit comments for therecord addressing the proposd changeto the
residential energy code

Thead hoccommittee recommendaionsindudesuggestionsfor the commercial codeto reflect
the2006edition to thelnternaiond Energy Conservation Code (IECC), and theresidential code
to reflect portionsof the|ECC aswell asthelnternationd Residential Code(IRC).
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In 2007,a proposd Hous Bill (HB 4812)recommended tha the Michigan Uniform Energy
Codebereplaced by the 2004supplement version of IECC. Similarly, a2007 Senate Bill (SB
597) recommended that the Michigan Uniform Energy Codebe replaced by the 2006edition of
thel ECC.

Thereisavoluntary Michigan Greenbuit program spon®red by the Michigan Assodiation of
Homebuilders tha indudes an energy peformance standad for residential homes that exceeds
theminimal Michigan Uniform Energy Codestandad.

Numerouscolleges and universities in Michigan and throughoutthe county have set longterm
carbonneutral godsfor ther campuses.

Members of the Technical Work Groupalso mentioned that Californiarecently adoped (Zero
net energyObuilding codes, calling for residential coverage by 2020and commercial buildings
by 2030.

Type(s) of GHG Reductions
TBD Dlas approved by the TWG]

Estimated GHG Reductions and Costs or Cost Savings
TBD Dlas approved by the TWG]

Data Sources. [TBD, as approved by the TWG]

Quantification Methods: [e.g., Full life-cycle andysis with supply/demand equilibrium
adjugments on TWG approvd]

Key Assumptions: [TBD, as approved by the TWG]

Key Uncertainties
TBD D[as needed and approved by the TWG]

Additional Benefits and Costs
TBD D[as needed and approved by the TWG]

Feasibility Issues
TBD D[as needed and approved by the TWG]

Status of Group Approval
Pending B[until MCAC movesto find agreement at meeting #7 or #8]

Level of Group Support
TBD B[blank untl MCAC meeting #7 or #8]
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Barriers to Consensus
TBD D[blank until find vote by the MCAC]
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RCI-5. Michigan Climate Challenge and
Related Consumer Education Programs

Policy Description

Each and every local government official, small business owner and citizen plays an integral pat
in recognizing climate changerisks and committing to specific actionsto reverse thos changes.
Togeher these individud actionswill reduce therisks to the environment now and in thefuture.
TheMichigan Climate Chdlenge(MCC) provides the oppotunity and resources for
communities, organizations busnesses, and individuds to make those commitments allowing
Michigan to moveforward in addressing climate change

Policy Design

The state should lead by example (i.e., walk thetalk) regarding education and outreach. y
Implementation of the Michigan Climate Chdlenge will be oneof the key elements of the state@®
effort in thisarea. A summary of this program follows:

Establish the MCC to encourage Michigan busnesses, inditutions local and regiond
govenments, and thegenera public to make avoluntary public commitment to undeatake
actionsto reduce GHG emissionsin ther commurities. The Department of Environmental
Qudity, workingin conjundion and conaultation with other state agendies, will develop and
launch the MCC and indudea web-based GDnline Pledgedto encourage voluntary GHG
redudionsthroughoutMichigan.

TheMCC will provideweb-based resources and information in theform of a GClimate Action
ToolkitOfor indviduds and organizationsto congder implementing as pat of thar voluntary
pledgeto reduce GHG emissions The GClimate Action ToolkitOwill contain specific
recommendaionsfor redudng GHG emissionsand will aso identify measures tha can be
undetaken to minimize theimpacts of climate changeso Michigan can be better prepared to
adept toits effects.

Information and education should indudetraining and education programs Band certification B
for state officials, building plannes, builders and contractors, energy managers and opeators,
andlocal codeenforcement officials on certification tha buildingsand building subsystems have
met program requirements. |t should also indudeprograms for consumer education and public
education at the elementary and seconday levels.

Goals: Establish and implement the Michigan Climate Challenge. , B Kenneth Colburn!9/24/08 9:31 AM
777777777777 Deleted: [Need to incorporate a conceptual, if not
quantifiable goal here; see CCI-57].

Timing: TheMCC websteis currently unde development. A demongration of thewebsteis
scheduled for the November MCAC meeting. Thewebsteis scheduled to befully implemented
by December 31,20009.

Parties Involved: Individud citizens organizations, cities, townships counies, metropolitan
districts, regiond metro coundls, school districts, and other jurisdictionsas appropriate.

Michigan Climate Action Council 18 Center for Climate Strategies
www.miclimatechange.us www.climatestrategies.us




MI RCI POD, 09-25-08

Implementation Mechanisms

Prior to the MCC webste going live, amarketing plan mug be developed to ensure broad natice
and paticipaion. A mechanism to track participaionin the MCC with the ability to register
progress as pat of thewebsgte designis beng explored.

Related Policies/Programs in Place

The policies recommended by the Michigan Climate Action Courcil can be integrated into the
Michigan Climate Challenge or stand a one as complimentary actionsto increase awareness and
reduce emissions

Mayors Climate Protection Agreement

Asof Augug 2008,at least 23 Michigan cities have become signaories to the Mayors Climate
Protection Agreement. These municipditiesindude Ann Arbor, Battle Creek, Berkley,
Dearbom Heights, East Lansng, Ferndde, Grand Rapids Holland, Kalamazoo, Lansng,
Marquete, Meridian Township, Pittsfield Charter Township, Portage, Royd Oak, Saline
Southfield, Southgae, Sturgis, Sutton Bay, Taylor, Traverse City, and Warren.

Type(s) of GHG Reductions

Not applicable.

Estimated GHG Reductions and Costs or Cost Savings
Not applicable.

Key Uncertainties
TBD D[as needed and approved by the TWG]

Additional Benefits and Costs
TBD D[as needed and approved by the TWG]

Feasibility Issues
TBD D[as needed and approved by the TWG]

Status of Group Approval
Pending B[until MCAC movesto find agreement at meeting #7 or #8]

Note: The RCI TWG recognizes tha this policy optionis parallel with and nearly identical to the
Cross-Cutting I ssues TWGG policy option CCI-5. RCI-5 is retained here to reinforce the
importance of pulic and professiond education and outreach. If RCI-5 and CCI-5 are combined
into onepolicy option, RCI specifically recommendstha it cite that training and education
programs and certification for professionds aswell as programs for consumer education and
public education.
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Level of Group Support
TBD B[blank untl MCAC meeting #7 or #8]

Barriers to Consensus
TBD B[blank until find vote by the MCAC]
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RCI-6. Incentives to Promote Renewable Energy Systems Implementation

Policy Description

Cusgtomer-sited distributed generation powered by renewable energy sources provides el ectricity
system benefits such as avoided capital investment and avoided transmission and distribution
losses, while also displacing fossil-fuded generation and thusredudng greenhou® gas
emissions Increasing the use of renewable distributed generation in Michigan can be achieved
througha combination of regulatory changes and incentives.

Distributed generation technologies exist across the spectrum of residential, commercial and
indugrial facilities. Customer-sited renewable distributed generation can indudesolar
phobvadltaic systems, wind power systems, biogas and landfill gas-fired systems, geothermal
generation systems, and systems fuded with biomass wastes or biomass collected or grown as
fud. Policies to encourage and accel erate the implementation of cusomer-sited renewable
distributed generation can indudedirect incentives or requirements for power purchases, market
incentives related to the pricing of electricity output by renewable distributed generation, state
gods or directives, and favorable rules for interconnecting renewable generation systems with
theelectricity grid. Incentives for non-electric renewable energy applicationsshould aso be
induded.

Other potentia technologies or elements tha could be encouraged unde this policy option
indude

¥ Solar rodfs (rodfing materials with built-in solar photovoltaic cells, or solar PV pands
erected on roofs).

Solar water heating and solar space heating systems.
Wind powered systems, particularly for rural areas.
Biomass-fired generation, space, or water heating systems.

K K K K

Programs targeted at specific cusomer sectors (resdential, commercial, indugrial), or
specific markets within sectors.

¥ Tax credits, and/or utility or other incentives to lower thefirst cog of distributed energy
systemsto users.

Potential suppoting measures for this optionindudetraining and certification of indallers and
contractors, net metering and other pricing arrangements, interconnection standads and the
creation or suppot of markets for biomass fuds. Throughan educationd campagn (see policy
optionsRCI-5 and CCI-5), individuds and busnesses can aso gan a better undestanding of
renewable energy optionsand of therequirements of the program ultimately adopied in
Michigan.

Policy Design

The TWG recommendstha Michigan set as a minimum target the addition of small-scale
cugomer-sited distributed renewable generation congstent with its overall annud gods for
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renewable generation. Renewable generationin Michigan at thistime is recognized to be ~3-
4%, butmog of thisislarge-scale, centralized renewable generation.

Goals: Increase total annud electrical generation from small-scale cusomer-sited distributed
renewable sources in Michigan to 1% of total anniel MWh by 2010,then inaeasing by an
additiond 1% pe year through2025(i.e., 5% in Year 2; 6%in Year 3, etc.).

Timing: Asnoted above

Parties Involved: MPSC, utilities, small-scale renewable generators, and others depending on
implementation mechanisms sel ected.

Implementation Mechanisms

¥ Oneapproach that has proven effective in encouraging renewable generation is feed-in-tariffs
(FITs), dso known as Fixed-Rate or Advanced tariffs. FITstypically obligate utilitiesto pay
an incementally highe (abovemarket) price to distributed generators reflecting the cost
disadvantages of investing in renewable resources. There could beasingle tariff for a set of
renewable sources, or aseries of tariffs for specified types of renewable resources. Utilities
typically purchase renewable energy from an indegpendent generator at afixed price over a
longterm peiod. Thepriceis set so theindegpendent generator can earn areturn sufficient to
cove capital cogs and areasonable profit. Prices vary by technology type (e.g., solar
phobvoltaic generators typically receive a highe price than utility-scale wind generators)
and by location (e.g., wind turbinesin regionswith lower wind resources may receive a
highe price than wind turbines in highe wind resource areas). FITs are reviewed onan on-
going basis with the god of redudng the power purchase price as markets for renewable
energy generation mature. Thewidespread use of solar phobvoltaics and othe renewablesin
Germany iswiddy attributed to that county@® adoption of afeed-in-tariff policy.

¥ [Note: Possibly incorporate RCI-8 DNet Metering for Distributed Generation here]

¥ Information and education: Would indudetraining and education programs and certification
for building plannea's, builders/contractors, energy managers and opeaators, renewable energy
contractors, and state andlocal officials on theincorporation of distributed renewable
generation and solar space/water heat in building projects. Would aso indudeprograms for
consumer and elementary/seconday education.

¥ Technical assistance: Assistance in siting, designing, planning renewable systems.

¥ Funding mechanisms and or incentives: These might indudelow-interest loan programs,
rebaes on capital cods, tax incentives, attractive rates for power purchases/net metering, and
other incentives.

¥ Voluntary and or negotiated agreements

¥ Codesand standads Common interconnection rules and standadsare needed. A naiond
|IEEE standad, IEEE #1547 has been adopied to facilitate DG ingallations

¥ Market based mechanisms: Net metering for some renewable distributed generation systems,
and possibly avoided-cog pricing rules for others26.

¥ Pilots and demondration projects, such as renewable systems in govenment buildings
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¥ Research and development: Suppott for development of distributed renewable generation
systems research.

¥ Regulatory: Complete Environmental Portfolio Standad (EPS) process a the State level and
complete Sugtaineble Energy process for the State.

¥ The Govergoré Energy Office could set up an audt program (with audits to be outsourced).
Wisconsn@ performance-based system could serve as amodd for implementation of this

policy.

Related Policies/Programs in Place

¥ Statewide net-metering pdicy in effect (U-14346). A commissionis currently looking at net-
metering, fossil fud plant efficiendes (generation), and fud sources, and additiond legidationis
currently pending (SB 1248.

¥Voluntary green energy programs throughmunicipd and magjor utilities. According to MPSC,
there are eight utilitiesin Michigan tha offer green pricing programs.

Type(s) of GHG Reductions

Redudionin GHG emissions(largdy CO2) from avoided electricity produdion or on-site fud
combugion

¥CO2 redudion from avoided fossil-fuded electricity produdion.

¥Modest redudion in emissionsof CH4 from avoided fud combugionin electricity generation
and avoided naural gas pipdineleskage Likely small redudionsin N20O and Black Carbon
emissionsfrom avoided fud combudionin electricity generation.

Estimated GHG Reductions and Costs or Cost Savings

TBD D[Thebendfits and cogs of this policy are to be andyzed and quantified over thecoming
months]
Data Sources. [Not Applicable, or TBD, as approved by the TWG]

Quantification Methods: Full life-cycle andysis with supply/demand equilibrium adjugments
on TWG approvd.

Key Assumptions: [TBD, as approved by the TWG]

Key Uncertainties

It isundear at thistime how many cusomers would beinterested in indalling cusomer-sited,
distributed renewable energy generation.

Additional Benefits and Costs

¥Redudng dependence onimported fud sources
¥Redudng energy priceincreases and volatility
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¥Redudng pesk demand and improving the utilization of the electricity system

¥Redudng therisk of power shortages

¥Suppating local busnesses and stimulating economic development

¥Enabling avoidance of energy supply projects

¥Redudng water consumption by power plants

¥Redudng pollutant emissionsby power plants and improving public health

¥Increased flexibility of electricity supply for consumers hoding generation.

¥ Central-station power plant cooling water savings

¥Potential local air qudity impacts (may be postive or negative, depending ontechnology)

¥ Saving consumers and busnesses money on therr energy bills (and/or offering a new income
stream)

¥Redudng dependence on imported fud sources, and redudng vulnerability to energy price
spikes

¥Where waste biomass fuds are used, possible reduction in disposdl cog, redudionin
environmental impacts related to disposal

¥Electricity (grid) system benefits, induding reduced peak demand, reduced capital and
opeating cogs, improved utilization and peformance of the electricity system, reduced
pollutant emissionsfrom power plants and related health improvements

¥Suppating local busnesses (related to renewable system sales, ingallation, and service, and
possibly biomass fud supply) and stimulating econonic development.

Feasibility Issues

¥Cods could bevery high for monitoring and verification.
¥Thiseffort is contingent uponstate approvd and appropriation of funding and/or funding
mechanisms.

Status of Group Approval
Pending B[until MCAC movesto find agreement at meeting #7 or #8]

Note: The RCI TWG recognizes tha this policy optionis parallel with and may be nearly
identical to the Energy Supply TWG@ policy option ES-12. RCI-8 dso relates closely to
distributed renewable generation. RCI and ES are in discussionsasto if and howit may be
appropriate to conslidae RCI-6 and/or RCI-8 together with ES-12. Currently, RCI undestands
that ES-12 targets 1% of summer peak load (~240MW of new small-scale distributed renewable
generation) by 2015 growingto 3% (~715MW) by 2025,and tha oppatunities for non-electric
and other energy sources would beinduded (e.g., off-grid applications geothemal, solar hot
water, €tc.).

Level of Group Support
TBD B[blank untl MCAC meeting #7 or #8]

Barriers to Consensus
TBD B[blank until find vote by the MCAC]
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RCI-7. Promotion and Incentives for Improved Design and Construction Focused - SRRt/ PR EloReRTa 1
****** Formatted: Font color: Red

on Existing Buildings in the Private Sector

Policy Description

Revolving loan fundsare proven and effective tools for promoting energy efficiency in state and
local government facilities. Thistool should beutilized in the private sector. This policy would
facilitate investment in energy efficiency improvements by providing zero interest loansto local
govenments tha providethe program to private entities. Utility cog savingsfor theprivate
sector would provide cash flow for repaying prindple, with the cog of program for thelocal
govenment limited to interest payments and loan administration.

Policy Design

Incentives, such as permitting and fee advantages, tax credits, finandngincentives (such as
Qyreen mortgages)), or other induements should be used to encourage retrofit of existing
residential and commercial buildingsor for the development of nontraditiond off-grid low-
carbonand carbon-neutral energy sources. The state can work with finandal ingditutionsto
develop loan tools for these programs. Eligibility for theloanswould be factored upon the
selection of standads.

Michigan jurisdictions that have adopted enforceable standadswill be eligible for managing the
loans ThelECC, or dternaive standad, must beenforced.

This policy assumes a gradudly increasing energy efficiency codefor new condruction, backed
up by strong congstent enforcement measures.

¥ Providingincentives, such as permitting and fee advantages, tax credits, finandngincentives
(such as Qyreen mortgages, or other inducements to encourageretrofit of existing
residential and commercial buildingsor for the development of nontraditiond off-grid low
and carbon neutral energy sources. The state can work with finandd ingitutionsto develop
loan tools for these programs.

¥ Targeing existing buildingsfor efficiency improvements during both major and minor
renovdion, throughapplication and enforcement of building codes and/or with tax rebaes or
other incentives.

¥ Providingincentives, such as permitting and fee advantages, tax credits, finandng

¥ Inoentives (such as Qyreen mortgagesQ), or other inducements to encourageretrofit of
existing residential and commercial buildingsor for the development of non-traditiond off-
grid low and carbonneutral energy sources. The state can work with finanda ingitutionsto
develop loan tools for these programs.

¥ Enegy-redudiontargets should be periodically reassessed. Potential measures suppoting
this policy can indudeoutreach and public education, public recognition programs, improved
enforcement of building codes, encouraging or providing incentives for energy tracking and
benchmarking, peformance contracting/shared savingsarrangements, technical suppot
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resources for implementation, development of a clearinghoug for information on and access
to software tools to calculate theimpact of energy efficiency and solar technologies on
building energy peformance.

¥ Animportant piece of any incentive structure for energy efficiency improvementsisto
indudepropaty tax abaements to hep offset theimmediate raisesin propeaty valuelikely to
occur. Examples are tax abaements are given in Table X-X.

Table X-X. Proposed tax abatement programs for USGBC LEED-certified projects

Real Property Tax Abatement
LEED Certified Silver Gold Platinum
New Construction (NC) 20% 30% 40% 50%
Core & Shell (CS) 20% 30% 40% 50%
Commercial Interior (CI) 0 0 0 0
Existing Building (EB) 20% 30% 40% 50%
Personal Property Tax Abatement
LEED Certified Silver Gold Platinum
New Construction (NC) 20% 30% 40% 50%
Core & Shell (CS) 0 0 0 0
Commercial Interior (Cl) 20% 30% 40% 50%
Existing Building (EB) 20% 30% 40% 50%

Source: DelLong & Bazzani.

¥ Adheaeto peiodic upgrdes of thenaiond standadsapplicable to retrofits of residential,
commercial, andindugrial buildingstha are subject to building energy codes; review and
upgrade existing state and local building codes accordingly. [Moved from RCI-9]

Goals: Encouraged by theincentives offered, al existing residential, commercial, and indudrial
buildingswill achieve 15% better energy efficiency than tha required by IECC 2006by 2015
and 30% better efficiency than tha required by IECC 2006by 2025.

Timing: Asnoted above
Parties Involved: All patiesinvolved with residential, commercia, andindugria buildings

Implementation Mechanisms

¥ Technical assistance: Assistance to building planners, engineers, and othersin energy-
efficient design and in building energy efficiency andysis, possibly induding reference
materias, performance/design guiddines, and assistance with energy performance
andysis software.

¥ Funding mechanisms and or incentives: Tax credits and/or incentives related to therate
of amortization of expenses related to buildingsor renovéion. State grants to help cover
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additiond cogs of energy peformance enhancements for municipd government
buildings

¥ Voluntary and or negotiated agreements. Agreements by municipd govenments,
builders to meet highe energy performance standadsin exchangefor special
certification and/or finendal incentives.

¥ Codesand standads For state-owned or state-leased space, requirements to exceed codes
in force (as noted in RCI-4).

¥ Pilotsand demos Applicationsof building energy performance improvements (possibly

induding demongration of congruction of buildingsand renovaionsleading to LEED or
other relevant standards) and urban landscaping for govanment buildings

Related Policies/Programs in Place
TBD DJas approved by the TWG]

Type(s) of GHG Reductions
TBD D[as approved by the TWG]

Estimated GHG Reductions and Costs or Cost Savings
TBD Dlas approved by the TWG]

Data Sources. [TBD, as approved by the TWG]

Quantification Methods: [e.g., Full life-cycle andysis with supply/demand equilibrium
adjugments on TWG approvd]

Key Assumptions: [TBD, as approved by the TWG]

Key Uncertainties
TBD D[as needed and approved by the TWG]

Additional Benefits and Costs
TBD D[as needed and approved by the TWG]

Feasibility Issues
TBD D[as needed and approved by the TWG]

Status of Group Approval
Pending B[until MCAC movesto find agreement at meeting #7 or #8]
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Level of Group Support
TBD B[blank untl MCAC meeting #7 or #8]

Barriers to Consensus
TBD B[blank until find vote by the MCAC]
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RCI-8. Net Metering For Distributed Generation

Policy Description

Net meteringin a broad sense refersto policies tha providethe oppotunity for individuds or
busnessesto obtain finanda benefitsfrom small eectricity generatorsindalled at their home or
busnesslocation. A basic form of net metering allows the consumer to ddiver any excess
generation fromits small generator to the utility throughthe standard energy meter, which runs
both forward and backward during thebilling period. The cusomer is charged by the utility only
for thenet amountof energy taken fromthe utility during the period, which provides afinanda
bendit at theutility@retail chargefor al electricity producd by the cusomer generator (i.e., the
displaced utility kWh@ plus credit on future bills for power beyondthe cusomer@ usage
ddivered to thegrid). Variationson thebasic form of ne meteringindude (i) limiting the
bendfit to thevalue of grid power offset by cusomer generation during thebilling period (no
carryover); (i) ane purchase and sale methodtha measures flow separately in each direction,
with cusomers paying the utility retail rate and receiving awholesale rate for the excess
generation; and (iii) one or more methodscombined with a separate chargeto maintain the
customer@® contribution for distribution and any transmission related costs.

Whatever form it takes, the pupose of a net metering arrangament is to providefinandal
ben€fits to the cusomer which can offset part of the cog of thesmall generator.

Distributed generation (DG) refers to small electric generation sources dispersed throughoutthe
grid onthe premises of utility cusomers. It is sometimes referred to as ontsite, dispersed or
decentralized generation. Benefits of DG can indudereduced transmission losses because the
power is generated near the point of use, aredudion in thesize of distribution power lines, and
environmental benefits where renewable or cleane fud sources are used. Examplesindude
rooftop solar pands, small wind turbines, natural gas fuded micro-turbines, or micro-
hydrodectric generators.

Policy Design

A voluntary, statewide net metering program was adopted by the MPSC in March, 2005(Case
No. U-14346§ limited to renewable energy facilities with capacity unde 30 kW and capped at
thegreater of 100kW or 0.1% of a utility® peak load. Qudifyingfacilities must besized no
larger than necessary to meet the cusomer@ needs Several billing configurationsare permitted
a theoption of the utility starting with thebasic net metering form, with credits for excess
generation being for allowed upto 1 year. Any excess credits after oneyear goto the utility to
offset program cogs. All regulated investor-owned and coopeétive electric utilities are
paticipding.

TheFedera Energy Policy Act of 2005requires the state to consder adoping a new standad
whereby all public utilities would have to offer net metering service to thar cusomers. The
MPSC is consdering whether to adoptthis standad and is al'so consdering possible changes to
thevoluntary program described above
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TheMichigan Legidature is consdering measures tha would establish a statewide program
requirement with larger size limits onthefacilities and total program, a mandée to use the basic
net metering format, and related measures on interconnection of facilities.

Goals: Secure 2% of statewide summer pesk electrical demand (~475MW?) throughnet
metered distributed generation sources by 2012, continuing at this percentage through2030as
electrical demand grows.

Timing: Asnoted above
Parties Involved: MPSC, utilities, distributed generation sources.

Implementation Mechanisms
TBD Dlas approved by the TWG]

Related Policies/Programs in Place
¥Michigan 21% Century Energy Plan

¥A voluntary, statewide ne metering program was adopied by the MPSC in March, 2005(Case
No. U-1434§ as noted above

Note: With the Augug 6, 2008 MPSC order in U-15316,the discussion might shift to
ungecified maximum net metering potential up to thetotal amountof utility generation. (Net
metering is defined as available to al cusomers to offset upto 100% of utility supplied energy
during abilling period) Theuncertainty lieswith what level of subsdy is needed to have
cugomers will bewillingto incur thecapital cogs and other duties of opeating their own
generation. This order may end discussion aroundcurrently pending legislation SB 1246 Net
metering could be consdered as available, with further decisiondfilingscoming by the end of
2009.

Type(s) of GHG Reductions
TBD D[as approved by the TWG]

Estimated GHG Reductions and Costs or Cost Savings
TBD DJas approved by the TWG]

Data Sources. [TBD, as approved by the TWG]

Quantification Methods: [e.g., Full life-cycle andysis with supply/demand equilibrium
adjugments on TWG approvd]

Key Assumptions: [TBD, as approved by the TWG]

! According to Michigan@ 21% Century Plan, 2% of statewide summer peak electricity demand in 2006 of 23,756
MW equates to approximately 475 MW.
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Key Uncertainties
TBD D[as needed and approved by the TWG]

Additional Benefits and Costs
TBD D[as needed and approved by the TWG]

Feasibility Issues
TBD D[as needed and approved by the TWG]

Status of Group Approval
Pending B[until MCAC movesto find agreement at meeting #7 or #8]

Note: The RCI TWG recognizes tha this policy optionis relates closely to the Energy Supply
TWGG policy option ES-12, as does RCI-6 concerning distributed renewable generation. The
RCI and ESTWGs arein discussionsasto if and how it may be appropriate to conlidate RCI-8
and/or RCI-6 togethe with ES-12. Currently, RCI undestandstha ES-12 targets 1% of summer
peak load (~240MW of new small-scale distributed renewable generation) by 2015 growing to
3% (~715MW) by 2025 and tha oppatunities for non-electric and other energy sources would
beindudel (e.g., off-grid applications geothermal, solar hotwater, etc.).

Level of Group Support
TBD B[blank untl MCAC meeting #7 or #8]

Barriers to Consensus
TBD D[blank until find vote by the MCAC]
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RCI-9. Training and Education for Building Design, Operation, and Construction

Policy Description

Policy option RCI-4 addresses the establishment of more stringent energy codes for energy
efficiency in new congruction. However, pro-active education programs for building trade
professionds are a necessary component to successfully improving energy efficient congruction
practices. Improved congruction standadsresulting in energy efficient buildingscan only be
accomplished if building codeofficials and building trade contractors, sub-contractors and
facility opeators are propealy educated in building envdopeand mechanical performance
building and maintenance techniques. Propely trained building codeofficids, bulding trade
professionds and facility opeators will hep assure congstent qudity control and enforcement of
Michigan® enhanced building codes and market-based building performance practices.

Training programs are also needed to respondto periodic upgrades of the nationd standads as
well asto changesin state and local building codes. Training should cover new residential and
commercial buildingsplusretrofits tha are subject to building energy codes.

Policy Design

Goals: Provide up-to-dae building peformance, codecompliance, and mechanical equipment
training to building codeofficials, homebuilders, commercial condruction contractors,
heatinghentilation & air conditioning contractors, electricians plumbers, carpenters, remodders,
other condruction trade professionds, and facility opeators.

Training programs should focuson (1) Prope congruction and maintenance practices with
building envd opeand mechanical peformance standads as established in revised Michigan
building energy codes (see RCI-4 and RCI-7); (2) Prope congruction and maintenance practices
with building envd opeand mechanical performance standadsas identified in (beyond coded
building programs.

Develop a certification program for codeofficials, builders, and contractors and facility opeators
who successfully complete energy efficiency and related Qreen buildingQtraining programs

Timing: Begin funding in 2009,with initial training to beginin 2009

Parties Involved: Building codeofficias, homebulders, commercia congruction contractors,
heatinghentilation & air conditioning contractors, electricians plumbers, carpenters, remodders,
other condruction trade professionds, and facility opeators. Also colleges, vocationd/technical
colleges, professiond sodieties, and training providers and professionds.

Implementation Mechanisms

¥Establish training and education programs for codeofficials. Trainingwill cover compliance
methodsfor Michigan energy codes. Codeofficia training should be made availablein all
areas of the State for maximum coverage of codeofficias. Provide certification for
successful completion of codecompliance training.
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¥Establish training and education programs for building professionds induding but not limited
to homebuilders, commercial congruction contractors, heatinghentilation & air conditioning
contractors, electricians plumbers, carpenters, remodders, other congructiontrade
professionds. Trainingwill cover compliance methodsfor Michigan energy codes. Building
tradetraining should be made available in all areas of the State for maximum coverage of
building professionds. Provide certification for successful completion of codecompliance
training.

¥Establish training and education programs for facility opeators. Trainingwill cover
compliance methodsfor Michigan energy codes. Facility operator training should be made
availablein al areas of the State for maximum coverage. Provide certification for successful
completion of codecompliance training.

¥Egtablish (eyond codedtraining and education programs for building professionds induding
but not limited to homebuilders, commercial congruction contractors, heatinghentilation &
air conditioning contractors, electricians plumbers, carpenters, remodders, other
condruction trade professionds. This training should be made availablein all areas of the
State for maximum coverage of building professionds. Provide certification for successful
completion of eyond codedcompliance training. Beyond codedprograms could indude
butare notlimited to Energy Star, Leadership in Energy and Environmental Design (LEED),
Environments for Living, SystemVision and GreenBuilt.

¥Refer to RCI-5 for recommendaionsaddressing related consumer education programs.

¥If notcovered unde RCI-5, consder establishing training and education for municipd, county
and regiond planning officias. Training will cover general compliance methodsfor
Michigan energy codes as well as general (heyond codedprindples. Investigate
implementing such programs by developing sectionsin to MSU® online (Titizen PlanngO
onlinetraining used across the state.

¥Funding sources for dl training and education programs could originae from utility sponored
demand side management programs, legidatively designaed funding programs (system
ben€fit charges), and future Department of Energy fundsas alocated thoughthe State Energy
Office.

Related Policies/Programs in Place

¥Limited codeofficia and buildingtrades training has been offered in thepast in Michigan.
Some of location specific programs have been funded by the Department of Energy through
the State Energy Office. Thisindudes (Rebuild MichiganGtraining offered throughDOE
grants sand facilitated throughMI Energy Office.

¥TheMichigan Assodiation of Home BuildersOGGreenBuiltOprogram is available for afee to
homebuilders desiring to build beyond codeand incorporate green building principles.

¥Variousteyond codedperformance seminars have been offered by the Energy and
Environmental Building Assodation (EEBA) for afee to participants.
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¥Noneof these past programs have comprehensvely addressed the education and training
needed to transform the practices of building codeofficias, building trade professionds, and
facility opeaatorsresulting in condderable energy savingswith commercia and residential
buildings

Type(s) of GHG Reductions

TBD Dlas approved by the TWG]

Estimated GHG Reductions and Costs or Cost Savings
Not applicable; thisoptionis notreadily quantifiable.

Key Uncertainties
TBD D[as needed and approved by the TWG]

Additional Benefits and Costs
TBD D[as needed and approved by the TWG]

Feasibility Issues

¥Funding mug be adequée to providetraining at al levels: building codeofficias, building
congruction professionds, facility opeators, etc.

Status of Group Approval
Pending B[until MCAC movesto find agreement at meeting #7 or #8]

Level of Group Support
TBD B[blank untl MCAC meeting #7 or #8]

Barriers to Consensus
TBD D[blank until find vote by the MCAC]
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RCI-10. Water Use and Management

Policy Description

A conddeable amountof energy isused to punp, treat, and ddiver water across the state. This
policy optionsaims to reduce energy consumption by redudng overall water use andimproving
theefficiency and management of the State water supply and water management facilities (i.e.
wastewater treatment, potable water, irrigaion, etc.).

Policy Design

The State® primary users of water are currently agricultural consumers, municipa consumers,
andindudrial users. Significant amount of energy are used to pump this water from
undegroundaquifers and open water sources to users, and to treat it in wastewater facilities after
itisused. Improved water use and handling efficiencies will reduce the amountof electricity
usd for water distribution. A redudionin electricity use will reduce energy cods for users and
assodated GHG emissionsfrom power plants.

Five specific recommenddaionsare provided:

1. Accelerate investment in water use efficiency: Implement best management practices and
efficient water management practices, and provideincentives for implementation of water
management improvement measures. Coordinate with theinvestmentsin energy efficiency
methodsof water handling. Start in the areas of the state with mogt energy-intensve water
us cycles. Consder developing a statewide water and wastewater savingsplan, based ona
thoroughassessment of water and wastewater optionsin al water usng sectors.

2. Increasetheenegy efficiency of al water and wastewater treatment operations Develop
longterm programs to better mesh with thelong-term investments in water and wastewater
infrastructure. For example, for water purmping, in particular, two specific optionsare worth
consdering:

¥ Pump Testing Program. A largeamountof energy is likely expended by asmall number
of older well purmpsthat are often run until they failure, many years after it woud be
econoric to replace them. Incentives combined with the provision of energy efficiency
information throughthe existing pump testing program could lead to significant energy
savings

¥ Encouraging Pump Design/PlanningMaintenance Best Practices Study in Rapidly
Growing Areas. Many municipdities, especialy small butrapidly growing cities, lack the
experience or resources to optimize the specificationsof new punmpsto reduce energy
consumption. An effort to benchmark effective pump specification, management, and
maintenance procedures across municipdities and to share best practices with emerging
cities could yield large savings
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3. Increase energy produdion by water and wastewater agendies from renewable sources such
asin-condut hydropower and biogas. Add generation from solar and wind resources to water
and wastewater projects where applicable.

4. Encourageand create incentives for technologies with the capability to reduce water use
assodated with power generation. Induded would be zero or low-water-use technologies and
renewable energy technologies, as well as energy efficiency technologies tha reduce
electricity consumption.

5. Enaretha power plants use the best management practices and econonically feasible
technology available to conserve water (via siting, evaluation, permitting or other processes).

Goals

¥Improvetheaverage energy efficiency of water utilitiesin thestate (in terms of kWh used per
gdlon punped) by 20%over the course of three years.

¥Achieve a 10% overall water savingsby 2025

Timing: Implement program in 2010,completein 2013.
Parties Involved: Water systems and utilities, MDEQ and other state officials.

Implementation Mechanisms

¥ Specific implementation strategies are to be determined based on the completion of athorough
assessment of water and wastewater optionsin all water-usng sectors.

Related Policies/Programs in Place

¥TheMDEQ Water Bureau maintainsa nunmber of water management programs and policies.

Type(s) of GHG Reductions

GHG redudions(primarily CO2) would result from avoided fud and electricity consumption for
punping, treating, and ddivering water.

Estimated GHG Reductions and Costs or Cost Savings
TBD DJas approved by the TWG]

[Note: MCAC asked TWG to clarify/quantify thelink to energy savingsand/or GHG redudions
from water conservation ]

Data Sources. [TBD, as approved by the TWG]

Quantification Methods: [e.g., Full life-cycle andysis with supply/demand equilibrium
adjugments on TWG approvd]
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[Note: Quantification should assume awater savings(relative to current levels) is achieved by
2020,and that COze could be avoided for each million acre foot (MAF) saved (based on
California estimates).]

Key Assumptions:
[TBD, as approved by the TWG]

Key Uncertainties
TBD [asneeded and approved by the TWG]

Additional Benefits and Costs
¥All andllary benefits and cogs assodated with other energy efficiency options

¥Reduced cog of eectricity for water punmping and displaced fuds cods for users of gas
captured from waste treatment facilities.

¥Central station power plant cooling water savings

¥Redudng dependence onimported fud sources, and redudng vulnerability to energy price
spikes

Feasibility Issues
TBD B[blank untl MCAC meeting #7 or #8]

Status of Group Approval
Pending B[until MCAC movesto find agreement at meeting #7 or #8]

Level of Group Support
TBD B[blank untl MCAC meeting #7 or #8]

Barriers to Consensus
TBD D[blank until find vote by the MCAC]
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