Governors Toolkit for Energy Efficiency

Governors across the country share important priorities: economic progress, job creation, workforce
development, improved public health, technological innovation, environmental protection, and saving
taxpayers money. Conserving energy in our homes, businesses, and transportation systems has an
enormous role to play in furthering these high-priority gubernatorial goals. Importantly, efficiency is a
job engine, employing more than 2.25 million Americans. It also is the fastest-growing job market in the
energy sector and employs twice as many workers across the nation as all fossil fuel sectors combined.

Here are eight ways that governors can increase energy efficiency across their state economies.

Develop and communicate an energy efficiency vision. Governors can take the lead in state energy
planning, laying the groundwork for a wide array of complementary policies, providing a clear vision and
set of strategic goals, and establishing performance metrics and methods to track progress. They can
break silos by valuing efficiency as a public health strategy. And they can appoint an energy efficiency lead
tasked with moving efficiency efforts across sectors.

Drive energy efficiency in the utility sector. Governors can work with lawmakers to make energy
savings goals for utilities a legislative priority. They can prioritize legislative and regulatory efforts to
align utility business models with investments in energy efficiency and promote regulatory reforms like
enabling access to energy data. In many states, governors have an important role to play in appointing
utility regulators, who are tasked with making many key energy decisions. Governors can also help
promote efficiency in long-term utility planning efforts and ensure that state policies recognize the full
value of energy efficiency, including its health and environmental benefits.

Strengthen efficiency in the industrial sector. The industrial sector saves more energy per program
dollar than other customer segments, yet many states harness only a fraction of their industrial energy
efficiency potential. Governors can play a key role in demonstrating the value of efficiency in industry
through collaborative forums. They can also work with state energy offices to connect industrial facilities
to technical assistance opportunities, including resources offered by the US Department of Energy.

Encourage energy-efficient transportation. Accounting for almost 30% of national energy
consumption, the transportation sector represents a vast opportunity. Governors can direct agencies

to develop tailpipe emissions standards and to offer incentives for electric and high-efficiency vehicles.
They can develop zero-emission vehicle action plans. They can also facilitate a shift toward more
sustainable transit systems and land-use planning strategies by adopting targets to reduce vehicle
miles traveled, developing smart growth statutes and complete streets policies, and ensuring sustainable
funding for transit infrastructure. Governors can also direct that efficiency targets be included in freight
transportation plans.

Scale up energy efficiency in buildings. Buildings account for about 40% of all energy consumed
in the United States. Governors and state agencies can help building owners and operators harness
efficiency opportunities by establishing building benchmarking requirements or incentives and
implementing building labeling policies. They can reduce energy waste and improve resilience in new
construction by ensuring that building energy codes are up to date and developing guidelines for
localities to adopt stretch codes.



Lead with efficient state operations. State governments can advance energy-efficient technologies
and practices by promoting energy efficiency in their own operations. Governors can use executive
orders to set energy savings goals for state buildings. They can establish benchmarking programs and
remove barriers to financing efficiency improvements through energy savings performance contracts.
Governors can also call for fleet-wide reduction in fuel consumption, increases in average miles per
gallon, or reductions in overall fleet emissions and direct the development of efficient procurement
policies.

Reach underserved markets through state energy office programs. State energy offices are in a
unique position to reach residents and businesses across their states with energy efficiency programs.
Governors can ensure that state energy offices are fully funded and can work with these agencies

to develop programs that address market sectors that may not be fully served by utility efficiency
programs. For example, state energy offices can develop efficiency programs to serve rural communities,
coordinate funding for programs to serve low-income households, and offer financing programs that
leverage private capital alongside public dollars to incentivize efficiency.

Move toward more efficient appliances. By setting appliance efficiency standards, states can
decrease energy use, save consumers and businesses money, and reduce emissions of greenhouse
gases and other pollutants. Governors can work through legislative or regulatory channels to adopt new
appliance standards while also putting in place backstops for federal standards.

Taking the Plunge

Energy efficiency opportunities exist across a state's entire economy. By implementing well-designed
efficiency policies and programs, governors can spur economic development, increase employment
opportunities, improve public health, and help families save on energy bills.

For more information on the right policies and programs for your state, contact Annie Gilleo, ACEEE's
senior manager for state policy, at agilleo@aceee.org or (202) 507-4002.

ACEEE::

American Council for an Energy-Efficient Economy
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Goals through
Energy Efficiency

Just as energy supply and delivery play critical roles in state economies, so do investments in energy
efficiency. Efficiency is a job engine, employing more than 2.25 million Americans. It also is the fastest-
growing job market in the energy sector and employs twice as many workers across the nation as all fossil
fuel sectors combined!

Although we can't see energy efficiency the way we can see power plants emitting steam or wind turbines
spinning, it is a critical energy resource. In fact, due to the success of energy efficiency programs and policies,
efficiency has quietly grown into the nation'’s third-largest electricity resource.? Policymakers recognize

that energy efficiency is generally the least expensive energy option compared with coal, natural gas, and
renewable energy.? Efficiency also lowers energy bills, helps drivers save money at the gas pump, cuts
pollution, improves public health, and strengthens grid resilience.

While it may seem like an invisible resource, energy efficiency's benefits are anything but. The amount of
energy that efficiency has saved since 1990 is equivalent to the output of 313 large power plants—plants that
would otherwise have had to be built to meet US energy needs.* This is equal to nearly half of the existing coal
plant capacity in the United States as of 2012.

ACEEE estimates that customers are saving $90 billion annually on electricity bills from efficiency, for a total
of nearly $790 billion in cumulative savings since 1990. For residential customers in 2015, this translated into
average annual savings of $460 per household on electricity bills alone.

Energy efficiency can be a powerful tool for addressing the outsize burden that energy bills place on rural
and low-income households. In cities across the country, the median low-income energy burden exceeds
7% of household income, more than twice the burden faced by non-low-income households.® In rural areas,
the energy burden can be even higher, with low-income households facing median energy burdens of 9.5%.
Energy efficiency investments have the potential to reduce this burden by 25-30% while also providing
residents with safer and healthier homes.”

For states with aggressive renewable energy goals, energy efficiency will be indispensable for meeting
targets. By reducing overall energy demand, low-cost efficiency can directly support the uptake of clean
technologies, such as electric vehicles, wind and solar power, and energy storage. For example, buildings can
combine energy efficiency with clean technologies to lower emissions and achieve zero net energy.

Governors across the country are setting innovative energy policies, but there is more room to meet state
goals through energy efficiency. In this toolkit, we lay out steps governors can take to increase energy
efficiency in homes, businesses, and transportation infrastructure in a number of ways. Governors can:

- Develop and communicate an energy efficiency vision

- Drive utility sector energy efficiency

- Strengthen energy efficiency in the industrial sector

- Encourage energy-efficient transportation

- Scale up energy efficiency in buildings

- Lead with efficient state operations

- Reach underserved markets through state energy office programs
- Move toward more efficient appliances

For each of these areas, we offer foundational policies, examples of implementation, and resources to aid in
policy and program development.

* This estimate assumes a 500-MW coal-fired power plant per the “Rosenfeld” analysis (Koomey et al,, “Defining a Standard Metric for Electricity Savings,” AIP
Conference Proceedings vol. 1401, 2011, pp. 26-43. iopscience.iop.org/article/10.1088/1748-9326/5/1/014017/meta.
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Governors can develop a vision for energy efficiency through energy planning, messaging, and leadership.

DEeveLopr A STate ENERGY PLAN

Governors have the opportunity to shape a state's energy future by working with their state's energy

office and others to develop an energy plan harmonized with other elements of the governor's agenda.

A successful energy plan engages stakeholders, lays the groundwork for a wide array of complementary
policies, provides a clear vision and set of strategic goals, and establishes performance metrics and
methods to track implementation progress over time. As of 2018, 42 states have active energy plans.® These
plans help spur legislation, state agency program development, regulatory guidelines, and tax policies
friendly to efficiency and clean energy. These plans commonly aim to ensure a reliable supply of energy
and promote energy independence and to manage costs so energy is affordable for households and
businesses.

The National Association of State Energy Officials (NASEO) identifies 10 steps in developing a state energy
plan, beginning with establishing a formal requirement or state directive for a plan, continuing through
the collection of data and gathering of public input to formulate a plan and goals, and culminating in
implementation and ongoing monitoring of progress.®

A state's governor can serve a vital role in the process. Energy planning efforts in about a dozen states
(including Arizona, Michigan, Missouri, and Colorado) have been initiated at the direction of the governor
or a state agency, either through executive order or an appointed task force.” In other states, the process
has been driven by state legislatures.

In 2015 lowa Governor Terry Branstad and then-Lieutenant Governor Kim Reynolds announced the
development of a comprehensive state energy plan to assess current and future energy supply and
demand, examine energy policies and programs, and identify emerging challenges and opportunities.

The plan incorporated significant public engagement and expert input by means of six public forums, the
solicitation of comments through a website developed for the plan, and the creation of four working groups
aligned with the plan's four strategic pillars: Economic Development and Energy Careers, lowa's Energy
Resources, Transportation and Infrastructure, and Energy Efficiency and Conservation. The completed plan
was unveiled in December 2016 and included several specific objectives aimed at reducing energy waste,
including facilitating diverse financing options for energy efficiency and renewable energy."

Break Down SiLos By VaLuinGg EFFiciEncy As A PusLic HEALTH STRATEGY

Governors can take the lead in adopting strategies to reach emissions reduction goals to improve public
health. While our air is getting cleaner overall, 4 of every 10 people in the United States still live where the
air is unhealthy.? By saving energy in buildings and making vehicles more fuel efficient, we burn less fossil
fuel and reduce the harmful pollutants these fuels emit.”® This pollution contributes to the leading causes
of death in the United States and is especially harmful to children, the elderly, and people with respiratory
illnesses such as asthma.

In 2017 New York Governor Andrew Cuomo adopted a “Health Across All Policies” initiative that integrates
health considerations into policymaking across all sectors to improve community health and wellness.®
This approach recognizes energy efficiency as a health improvement strategy that targets the social
determinants of health in the home and the environment. Recognizing the threat that climate change



poses to public health, governors can also ensure that energy efficiency plays a central role in climate
change resiliency and mitigation plans and in policies to price greenhouse gas emissions.

AprpPoINT AN ENERGY EFFICIENCY LEAD

Governors can also ensure that energy efficiency is incorporated broadly across state efforts by appointing
a full-time employee tasked with driving efficiency efforts. For example, in 2014 Virginia Governor Terry
McAuliffe issued Executive Order 31, appointing a chief energy efficiency officer (CEEO) to oversee
planning, implementation, and measurement of energy efficiency throughout the state government.® The
executive order laid out specific tasks for the CEEO, including working with the energy office to develop a
system to track energy consumption across state facilities, collaborating with the Department of General
Services to identify and prioritize state buildings in need of efficiency retrofits, and consulting with subject
matter experts to identify efficiency best practices and recognize leaders.

Tools for Developing a State Energy Vision

NASEQ's State Energy Planning Guidelines offer 10 key steps for state energy planning, as well as sources for
data and modeling.

The National Governors Association's Energy Innovation Roadmap details ways governors can take the lead in
modernizing state energy systems.

The National Conference of State Legislatures guide to state energy planning focuses on the role of state
legislators.

ACEEE offers resources on health and energy efficiency.



http://www.naseo.org/Data/Sites/1/sepguidelines_2018_final.pdf
https://www.nga.org/wp-content/uploads/2018/08/Energy-Innovation-Roadmap-August-2018.pdf
http://www.ncsl.org/documents/energy/2014-Energy-Planning.pdf
https://aceee.org/topics/health-environment

ACEEE research finds that with additional policy support, especially at the state level, efficiency has

the potential to fill one-third of total expected electricity generation needs by 2030. Governors are well
positioned to help their states reap the benefits of increased efficiency by establishing energy savings
goals and advocating for utility regulatory reforms that incentivize utilities to invest in energy efficiency
for their customers, thereby reducing the need for new power generation or transmission and distribution
infrastructure.

SEeT ENERGY SaAvINGS GOALS

Energy efficiency targets for utilities are critical to encouraging near- and long-term energy savings.
ACEEE has found that states with an energy efficiency resource standard (EERS) in place invest more

in energy efficiency and realize savings levels about four times higher than do states without an EERS.

In 2015 savings averaged 1.2% of retail sales in EERS states, compared with 0.3% for non-EERS states.”
Implementation of an EERS can occur either through legislation or through rules and regulations approved
by a state's public utility commission (PUC). Governors can work with lawmakers to make energy savings
goals a legislative priority, and they can facilitate coordination among regulators, agency staff, utilities, and
advocates.

In 2018 New Jersey became the 27th state to adopt an energy efficiency resource standard, thanks in
large part to the leadership of Governor Phil Murphy and the clean energy agenda he outlined during
his campaign. Murphy formed an Environment and Energy Transition Advisory Committee to advise on
key issues as he prepared to take office, publishing a report on January 1that outlined priorities for his
administration, including a recommendation to “set an energy-savings goal and promote investments
in energy efficiency (including combined heat and power), with a focus on low-income households
and communities of color.™® Just a few months later, the state legislature introduced, and later passed,
legislation establishing new targets for annual reduction of electricity and natural gas usage of 2% and
0.75%, respectively, within five years.

Promorte UtiLiry REGuLATORY REFORMS TO ENCOURAGE EFFICIENCY

Utilities' earnings have traditionally been based on the amount of capital invested in assets, such as
transmission infrastructure and power plants, and on the amount of electricity sold. This utility business
model discourages saving energy, but many states have turned to policies that realign utility incentives
toward efficiency by rewarding utilities for energy saved. In a number of states, governors have supported
legislation to align utility business models with investments in energy efficiency. Some governors are
also working with regulators and policymakers to explore ways to modernize the electric grid to enable
interconnection and deployment of innovative new technologies and third-party services to meet clean
energy goals. Key utility regulatory reforms that governors have prioritized include the following.

Performance incentives. Performance incentives are financial incentives that reward utilities (and

in some cases nonutility program administrators) for reaching or exceeding specified program goals.
These incentives may be based on achievement of energy savings targets or tied to spending goals. As

of 2018, 29 states offer a performance incentive for at least one major electric utility, and 17 states have
incentives for natural gas energy efficiency programs.”® In 2016, Michigan Governor Rick Snyder worked
with legislators to win approval of major energy legislation that extended and improved the state’s EERS,
removed an existing cap on energy efficiency spending, and added tiered incentives to encourage utilities
to exceed 1.5% annual savings.



Revenue decoupling. State regulators can introduce a decoupling mechanism that separates utilities'
sales from their revenues and profits, thereby removing the incentive to sell more energy. Although
decoupling does not necessarily make a utility more likely to promote efficiency programs, it removes or
reduces the financial disincentive to do so. As of 2018, 16 states, including Minnesota, Colorado, and Ohio,
have implemented decoupling for electric utilities. Twenty-three states have approved decoupling for
natural gas utilities.?

Rate design principles. As smart grid technologies unleash new data, governors can work with regulators
to explore new rate design mechanisms that help encourage conservation and reduce peak demand.
ACEEE has identified three particularly important principles for rate design: simplicity, utility revenue
stability, and price signals that encourage conservation and energy efficiency.”

Data access. Engaging utilities, regulators, or legislators to advance access to utility consumption
information for customers, building owners, and authorized third parties can help open the market to new
efficiency products and services for customers. By providing guidelines or requirements that standardize
and streamline data access electronically across a utility territory or state, regulators can help facilitate
data transmission from customers to third parties, expanding opportunities for innovation in the energy
services marketplace while also addressing privacy concerns that may pose barriers to data sharing.

AprpoINT AND EnGAGE wiTH UTiLITY REGULATORS COMMITTED TO EFFICIENCY

Governors in some states are granted authority to nominate officials to serve in state PUCs, often for four-
or five-year terms. This provides the opportunity to shape the priorities of the commission by appointing
officials with skills, experience, or values that align with goals of the administration.

The National Governors Association has recommended engagement practices for governors to help
maintain efficiency as a government priority. These include submission of oral and written testimony to
PUCs in order to ensure that administration policy goals are considered as part of open proceedings,
assembly of working groups to provide input into more formal proceedings, and ensuring that PUCs
have adequate staff and resources to address the workload and technical challenges that may arise
from more complex proceedings, such as those addressing grid modernization issues.?? Engagement via
the state energy office offers another mechanism to elevate issues under consideration by the PUC, as
well as emphasize the importance of policy decisions that align with the goals of the state energy plan.
Energy offices in some states can also formally intervene on behalf of the governor in utility regulatory
proceedings.

VaLue Eneray EFFiciency IN LonGg-RanGe UTiLitTy ENERGY PLANNING

Another vital part of successful state energy policy is an integrated resource plan (IRP). Commonly
undertaken or updated every two-to-three years, IRPs forecast future energy demand to determine a cost-
effective approach to meeting energy needs. While energy efficiency is included in most IRPs, the extent
to which it is considered can vary widely. Governors can work with utilities and state regulators to help
ensure that energy plans include a comprehensive and accurate assessment of potential energy efficiency
benefits in modeling scenarios in order to lower costs for customers. In October 2018, Virginia Governor
Ralph Northam released the 2018 Virginia Energy Plan following a stakeholder process conducted by his
administration over the summer.z2 One of the recommendations incorporated into the plan is to undertake
reforms to the utility IRP process to strengthen consideration of distributed resources, including rooftop
solar, smart meters, energy efficiency, electric vehicles, and energy storage.



Recognize THE MuLtipLe BENEFITS oF ENERGY EFFICIENCY

Successfully leveraging efficiency as a resource requires an accurate valuation of the true costs

and benefits of efficiency, which often extend beyond energy savings. Yet when states evaluate cost
effectiveness, they often undervalue or fail to include many nonenergy benefits that accrue to utilities,
participants, and society. Some of the most significant omissions are the health and environmental
benefits generated by energy efficiency. These include the avoided cost of utilities' compliance with
environmental regulations, improved air quality, the improved health of program participants, and better
public health in general.

A balanced, state-specific cost-effectiveness test can help regulators, utilities, and stakeholders get on the
same page in designing and delivering efficiency programs. As a guide, ACEEE recommends use of the
National Standard Practice Manual (NSPM), developed by efficiency experts and informed by the premise
that each state should develop its primary cost-effectiveness test to reflect its guiding policies. The

NSPM provides a step-by-step process for developing a primary test, including extensive information and
examples for addressing common technical issues. Governors can also work with lawmakers to integrate
energy efficiency into health and environmental policies, and engage utilities and regulators to incorporate
the multiple benefits of energy efficiency into cost-effectiveness tests.

Tools for Utility-Sector Energy Efficiency

The National Efficiency Screening Project’s National Standard Practice Manual

ACEEE technical assistance toolkits: Energy Efficiency Resource Standard and Aligning Utility Business
Models with Energy Efficiency

Energy Data: Unlocking Innovation with Smart Policy, a report by Mission:data Coalition and the
Advanced Energy Management Alliance, offers a guide and examples from states like California, Illinois,
New York, and Texas regarding how policymakers and advocates can empower consumers to access
their energy usage information.

Electric Power Research Institute: State Level Electric Energy Efficiency Potential Estimates

National Governors Association: Grid Smarts: State Considerations for Adopting Grid Modernization
Technologies

US Department of Energy: Partnering with Utilities and Other Ratepayer-Funded Energy Efficiency
Program Administrators



https://nationalefficiencyscreening.org/national-standard-practice-manual/
https://nationalefficiencyscreening.org/national-standard-practice-manual/
https://aceee.org/sector/state-policy/energy-efficiency-resource-standard
https://aceee.org/sector/state-policy/toolkit/aligning-utility
https://aceee.org/sector/state-policy/toolkit/aligning-utility
http://www.missiondata.io/s/Energy-data-unlocking-innovation-with-smart-policy.pdf
http://www.energy.gov/eere/analysis/downloads/state-level-electric-energy-efficiency-potential-estimates-0
https://classic.nga.org/files/live/sites/NGA/files/pdf/2017/Grid%20Tech_Paper_Final.pdf
https://classic.nga.org/files/live/sites/NGA/files/pdf/2017/Grid%20Tech_Paper_Final.pdf
https://energy.gov/sites/prod/files/2014/05/f15/partnering_utilities_and_other_admins.pdf
https://energy.gov/sites/prod/files/2014/05/f15/partnering_utilities_and_other_admins.pdf

In many utility systems, industrial customers account for the largest share of energy demand, representing a
significant opportunity to achieve substantial savings through energy efficiency. ACEEE has found that some of the
most cost-effective efficiency programs are those designed for large energy users.? Yet many states harness only a
fraction of their industrial energy efficiency potential. The governor’s office has the means to bring greater attention
and resources to bear on the unique needs of industrial customers.

PromorE INFORMATION SHARING AND CoLLABORATIVE FORUMS

Governors can leverage and create opportunities to facilitate collaboration between utilities and industry to cross-

pollinate ideas for reducing energy waste. In recent years governors and utility commissions in several states have

convened workshops and working groups to tackle energy issues ranging from improving access to energy data to
identifying technical and policy barriers to the uptake of combined heat and power (CHP) technologies.

In 2012 the Utah Office of Energy Development (OED) held the first annual Governor's Energy Development Summit
to draw together businesses, nonprofits, the public, and state legislators to learn about energy technologies and
policies. The OED also supported a multiyear challenge to encourage industry to reduce energy consumption
through friendly competition.

ConnecT InpusTrIAL FaciLiTIES TO TECHNICAL ASSISTANCE

Governors can also work through the state energy office to provide technical assistance to manufacturing and
industrial facilities, helping them identify and act on energy efficiency opportunities. Ohio's state energy office
partnered with Energy Industries of Ohio to establish a cooperative program that provided assessments as part of the
US Department of Energy's (DOE) Better Plants Program. The initiative also provided best practices workshops that
covered motor-drive systems and natural gas-fueled processes.? State energy offices can also partner with federally
funded Industrial Assessment Centers at regional technical universities to deliver energy assessments using faculty
and student teams. These universities can play an important workforce development role, which manufacturers have
identified as a top challenge. Governors can also ensure that industrial facilities are connected to additional federal
resources, including the DOE's 50001 Ready program, which helps facilities establish an energy management system,
and CHP Technical Assistance Partnerships, regional services that help overcome barriers to combined heat and
power adoption.

Tools for Industrial Energy Efficiency

ACEEE: aceee.org/topics/industrial-energy-efficiency-programs

SEE Action (State & Local Energy Efficiency Action Network): www4.eere.energy.gov/seeaction/system/
files/documents/industrial energy efficiency.pdf

DOE's Better Plants Program: betterbuildingsinitiative.energy.gov/better-plants.

Industrial Assessment Centers: iac.university/
DOE's 50001 Ready Program: betterbuildingssolutioncenter.energy.gov/50001Ready

CHP Technical Assistance Partnerships: betterbuildingsinitiative.energy.gov/chp/chp-taps



http://aceee.org/topics/industrial-energy-efficiency-programs
http://www4.eere.energy.gov/seeaction/system/files/documents/industrial_energy_efficiency.pdf
http://www4.eere.energy.gov/seeaction/system/files/documents/industrial_energy_efficiency.pdf
https://betterbuildingsinitiative.energy.gov/better-plants
https://iac.university/
https://betterbuildingssolutioncenter.energy.gov/50001Ready
https://betterbuildingsinitiative.energy.gov/chp/chp-taps

Encourage GOVERNORS TOOLKIT FOR ENERGY EFFICIENCY

Energy-Efficient
Transportation

Accounting for almost 30% of national energy consumption, the transportation sector represents a

vast opportunity for the governor's office to effect positive change to reduce emissions from mobile
sources, improve air quality, and enhance the connectivity and livability of communities. By working

with legislators and others through the state transportation planning process, governors can steer
resources toward strategies to encourage the uptake of more efficient transportation options. In addition,
governors today have the advantage of presiding during a dynamic time for the automobile industry, in
which manufacturers, utilities, and states are exploring strategies for integrating electric vehicles into the
energy grid and existing transportation systems in order to reduce pollution, meet state carbon goals, and
transition away from less efficient consumption of fossil fuels.

SEeT TaiLpiPE EMISSIONS STANDARDS

In the wake of the federal government's proposal to freeze national vehicle efficiency standards for
2020-2025, California's authority to set its own tailpipe emissions standards, as well as other states’
option to adopt those standards, has gained renewed importance. Thirteen states and the District of
Columbia currently use California's standards. In June 2018, Colorado Governor John Hickenlooper issued
an executive order directing the state Department of Public Health and the Environment to develop a
rule establishing a low-emissions vehicle program modeled after California’s.?® Adoption of California's
standards not only reduces greenhouse gas emissions but helps save consumers money at the pump.

It can also help the state meet other air quality goals like maintaining compliance with federal National
Ambient Air Quality Standards.

OFrer HigH-EFFiciEncY VEHICLE INCENTIVES

While many recognize the environmental benefits and lifetime net savings from purchasing certain fuel-
efficient vehicles, up-front costs can be a significant barrier for consumers. To encourage consumers to
purchase fuel-efficient vehicles, states may offer financial incentives including tax credits, rebates, and
sales tax exemptions.?”

In support of his administration’s priority to strengthen sustainability in the transportation sector,

Delaware Governor Jack Markell launched the Clean Transportation Incentive Program in 2015, designed
to provide incentives to purchase alternatively fueled vehicles and EV charging equipment and to install
alternative fueling infrastructure. Administered through the Delaware Department of Natural Resources
and Environmental Control, the program has provided rebates to more than 750 drivers for the purchase or
lease of electric and plug-in hybrid vehicles, as well as 200 rebates for electric vehicle charging stations.?

AccEeLERATE TRANSITION TO ZERO-Emission VEHICLES

Spurred by ambitious carbon reduction goals, a number of states have undertaken more comprehensive
efforts beyond vehicle incentives to accelerate the transition to zero-emission vehicles (ZEVs), including
battery-electric, plug-in hybrid electric, and fuel cell electric vehicles. These states are also working with
dealerships to increase sales and with public utility commissions to expand charging infrastructure,
address ownership model questions, and update electricity rate designs.

In 2012, California Governor Jerry Brown convened a ZEV Summit to explore strategies for implementing
his executive order for widespread deployment of ZEVs. The resulting ZEV Action Plan provided a detailed
road map with specific actions to build the required infrastructure, expand consumer awareness, and
transform the marketplace to meet the governor's goals.?



Many states have also recognized the importance of pursuing a coordinated approach to expanding
vehicle electrification along major interstate corridors. In 2017 the governors of Colorado, Idaho, Montana,
Nevada, New Mexico, Utah, and Wyoming signed a memorandum of understanding (MOU) to provide

a framework for creating a regional electric vehicle plan for the West, the REV West Plan.®® The MOU
established a coordination group charged with determining best practices for enhancing EV adoption,
creating voluntary minimum standards for charging stations, identifying opportunities to incorporate
charging stations into building codes and metering policies, and working with EV manufacturers to stock
and market EVs. The group meets quarterly to report on progress toward meeting MOU goals. A coalition
of a dozen Northeast states released a similar plan in 2018, the Northeast Corridor Regional Strategy for
Electric Vehicle Charging Infrastructure.®

Apoprt VEHIcLE-MIiLES-TRAVELED REpucTiON TARGETS

Reducing vehicle miles traveled (VMT) is key to managing transportation energy use, and several states
have taken on this challenge both by setting targets for VMT per capita (New York, Vermont, Washington)
and by stipulating region-specific per capita GHG reduction goals (Oregon, California).

In 2007 Washington Governor Christine Gregoire partnered with the governors of Arizona, California, New
Mexico, and Oregon to establish a registry for managing regional emissions as part of the Western Climate
Initiative. That same year, Governor Gregoire issued EO 07-02, setting specific statewide GHG reduction
benchmarks, later codified in law.*? Parallel benchmarks for VMT reduction were adopted the following
year to address transportation-sector GHG (RCW 47.01.440). A follow-up executive order (EO 09-05)
signed in 2009 by Governor Gregoire directed the state transportation department to evaluate these VMT
targets in light of new fuel efficiency technologies and to coordinate with regional transportation planning
organizations to reduce VMT in the most populated counties.*

Promote CompLETE STREETS PoLicies AND INTEGRATION oF LanD USe AND TRANSPORTATION

To address urban sprawl, preserve open spaces, and promote use of public transit, many states have
adopted smart growth statutes and strategies integrating transportation and land use planning.

Integrated approaches include measures that encourage transit-oriented and/or compact development,
redevelopment of areas with existing infrastructure, and policies that require interagency coordination and
review of comprehensive plans.

In response to dramatic increases in development in the 1990s, Arizona Governor Jane Hull made
conservation and open space management a priority. In 1998 the legislature passed the Growing Smarter
Management Act, expanding the community planning process to require greater consideration of open
space, growth management, and the environment.®* The act also created a 15-member Growing Smarter
Commission, appointed by the governor, to consider additional growth and open space-related issues and
strategies with the help of public input. The commission's recommendations informed Growing Smarter
Plus (GS+) legislation, signed by the governor in 2000, which went further to require rapidly growing

cities to obtain voter approval of general plans at least once every 10 years. GS+ also authorized cities and
counties to designate service area limits and create infill incentive districts, and it established a transfer of
development rights program.

Complete streets policies offer another strategy for reducing fuel consumption and vehicle miles traveled,
promoting street connectivity by creating safe and easy access to roads for all pedestrians, bicyclists,
motorist, and public transportation users. More than half of the states have adopted planning statutes
incorporating complete streets provisions to provide equitable access in road projects.

In 2010 Michigan passed HB 6151, creating a governor-appointed Complete Streets Advisory Council,
situated within the state Department of Transportation and tasked with formulating a complete streets
policy.® In 2012 the State Transportation Commission approved the policy, laying out a timeline for


http://www.completestreets.org/webdocs/policy/cs-mi-legislation.pdf
https://www.michigan.gov/documents/mdot/mdot_STC_Policies_633143_7.pdf

implementation.®® Municipalities must address this complete streets policy before finalizing capital
infrastructure projects.””

Ensure SustainaBLE FUNDING FOR TRANSIT

Governors can also direct support for state transit infrastructure and services by leveraging the annual
state budget development process or by backing legislation to establish a more sustainable long-term
funding stream.

In 2010 Georgia Governor Sonny Perdue announced comprehensive plans to strengthen the state’s
transportation network, including a budget recommendation for $300 million in bond projects for
transportation.*® Even more significant to invigorating statewide transportation funding was the governor’s
support for legislation passed that same year creating special tax districts mirroring regional planning
boundaries in order to finance transit development and expansion.® Since then voters in three regions
have approved a 10-year 1% sales tax, expected to generate a total of $1.5 billion in new revenue, to fund
regional and local transportation improvements.

SEeT FueL Use ano MobpaL TarRGets For FReiGHT MOVEMENT

Many states have updated their freight transportation plans in recent years in accordance with the 2015
Fixing America's Surface Transportation (FAST) Act, which requires inclusion of multimodal strategies.
These freight plans can be strengthened by adopting concrete targets or performance measures that
establish energy efficiency as a priority for goods movement. Such measures involve tracking and
reporting the fuel used for freight movement in the state, and they encourage the use of energy efficiency
as a criterion for selecting or evaluating freight projects.

Tools for Energy-Efficient Transportation

ACEEE's State Energy Efficiency Policy Database offers a variety of examples of states establishing
sustainable funding streams for alternative transportation options, often from a dedicated annual portion of
sales tax revenues.

American Transportation Research Institute: Identifying State Freight Plan Best Practices

Institute of Transportation Engineers: Designing Urban Walkable Thoroughfares

Multi-State ZEV Task Force: Multi-State ZEV Action Plan 2018-2021: Accelerating the Adoption of Zero
Emission Vehicles

National Association of State Energy Officials: PEV Policy Evaluation Rubric: A Methodology for Evaluating
the Impact of State and Local Policies on Plug-in Electric Vehicle Adoption

National Association of City Transportation Officials: Urban Bikeway Design Guide

National Governors Association: Governors Staying Ahead of the Transportation Innovation Curve: A Policy
Roadmap for States

Smart Growth America provides a nationwide inventory of Complete Streets policies

Department of Transportation: National Freight Strategic Plan
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Scale Up Energy GOVERNORS TOOLKIT FOR ENERGY EFFICIENCY

Efficiency in
Buildings

Buildings account for about 40% of all energy consumed in the United States.*® Governors can influence
building efficiency not only in state-owned buildings but also in the private sector.

Move MARKETS wiTH DATA

Governors and state agencies can help building owners and operators harness efficiency opportunities

by establishing building benchmarking requirements or incentives. These policies require property
owners, builders, or sellers to compile information about their buildings' energy use or energy efficiency
characteristics and report these data to a central database and/or to prospective buyers at the time of sale.
Studies have shown that benchmarking and transparency policies are associated with energy reductions
of 1.6 to 14% (most results fall between 3 and 8%) because building owners, property managers, and
private-sector efficiency service providers can use this information to identify and implement efficiency
opportunities.*“2 Cities have historically led the way in establishing benchmarking programs, but several
states, including California and Washington, have also implemented requirements that large commercial
buildings benchmark and disclose energy usage.

Similarly, states can leverage data to uncover energy efficiency opportunities in homes. While miles-
per-gallon stickers and Energy Guide labels have become dependable fixtures of the vehicle and home
appliance markets, a lack of transparent energy use information has historically plagued the housing
sector. Home energy labeling can help close the information gap, enabling homebuyers to make smart
purchasing decisions and undertake targeted efficiency upgrades soon after the time of purchase. In 2018
Governor Charlie Baker of Massachusetts spearheaded legislation to require that a home energy scorecard
and energy rating be provided to homeowners as part of free residential energy efficiency assessments,
and that home energy performance ratings be made available to potential homebuyers beginning in 2021.4

Ensure New ConstrucTion Is EFricient By UrbaTinGg BuiLbing ENERGY CODES

Mandatory building energy codes require a minimum level of energy efficiency for new residential and
commercial buildings as well as specify aspects of health and safety. Building energy codes can help bring
new technologies and design strategies to market and ensure more efficient and resilient construction
practices. New model codes are developed by ASHRAE and the International Code Council, with review
and technical analysis from DOE. National model codes are updated every three years. States can then
adopt these codes outright or use them to build state-specific codes.

Processes for updating building energy codes vary by state. In some states, legislatures initiate the
process. In these states, governors can introduce or support legislation that includes code updates. In
other states, code authorities are tasked with reviewing and updating codes. These authorities may be
directly overseen by the governor’s office, or they may be housed within a state agency like the energy
office or planning office. In Florida, for example, the chairman of the Florida Building Code Commission is
appointed by the governor and tasked with appointing additional members and adopting code changes.
Legislation authorized the commission to update codes on a regular basis.* Ten states are home rule,
meaning local jurisdictions rather than the state are tasked with code adoption. In these cases, the
governor can elevate the issue of code adoption and provide support to localities through programs at
the state energy office. In all states, governors can make sure that a state agency is well funded to provide
training to code officials.



Encouraae LocaALities To AbopT STRETCH CODES

Governors can also establish policies that enable willing localities to go beyond statewide code to
achieve greater levels of energy savings. Stretch codes are voluntary additions to the statewide minimum
code that allow municipalities to put in place a more stringent uniform code option. Stretch codes

pull the construction market upward, providing an opportunity for the building community to advance
technologies and construction practices before statewide code is updated.®> Massachusetts was the first
state to adopt a stretch code in 2008 as part of the Green Communities Act. As of 2018, 250 municipalities
have adopted the stretch code. A recent analysis found that homeowners see a positive cash flow when

purchasing a home built to 2015 stretch code requirements as opposed to 2015 base code requirements.*
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. .. GOVERNORS TOOLKIT FOR ENERGY EFFICIENCY
Lead with Efficient

State Operations

State governments can advance energy-efficient technologies and practices in the marketplace by
promoting energy efficiency in their own operations. Taking actions to improve efficiency across
government buildings and fleets not only leads by example but can also lower everyday energy costs,
which can account for as much as 10% of a typical government’s annual operating budget.*” Governors
are typically drivers of lead-by-example programs, using executive orders to call for energy savings in
three areas: buildings, fleets, and procurement.

Promorte EFFICIENCY IN STATE BUILDINGS
Set Goals and Standards

Through executive order, governors may promote energy efficiency in buildings in several ways.

Policies may target existing buildings by requiring all state agencies to reduce their energy use by a set
percentage over a certain amount of time. These polices should set explicit, measurable expectations
for energy savings, specify a baseline and an end date, and establish a system for monitoring progress
and holding state agencies accountable. Colorado has used this approach on an iterative basis, first
establishing an energy savings target in 2005 through Executive Order D005-05, which charged all state
agencies and offices with reducing energy consumption 20% by fiscal year 2012 relative to 2006 levels.
The state reached this goal, and in 2015 it enacted Executive Order D 2015-013, setting another energy
savings target of 12% by fiscal year 2020 from a 2015 baseline.®®

Several states have also established more stringent building energy codes for state-owned or operated
buildings or require that new construction meet specific energy or green building guidelines such as
those set forth by the U.S. Green Building Council's Leadership in Energy and Environmental Design
(LEED). For example, in Missouri a 2009 executive order requires that newly constructed state-owned or
operated buildings comply with the most recent International Energy Conservation Code.*® In Washington,
Governor Jay Inslee issued Executive Order 18-01 requiring that newly constructed state-owned buildings
be designed to be zero energy or zero energy-capable and take into account the energy and emissions
implications of materials and construction.®®

Focus on Implementation

Governors can also use executive orders to create a pathway for achieving goals. For example,
benchmarking programs may be paired with energy savings targets. In Minnesota, Executive Order 11-12
(2011) calls for a 20% reduction in energy use in state facilities and requires the use of the B3 Energy
Benchmarking website to track efforts to comply. More than 8,000 public buildings—including state
agencies, city and county facilities, higher-education campuses, and school districts—use the tool to track
energy consumption, potential energy savings, total dollar savings, and other metrics.”

Encouraging the use of energy savings performance contracts (ESPC), including removal of any barriers
to such use, is also a key role for a governor. ESPCs allow the state to enter into a performance-based
agreement with an energy service company, paying the company for its services with money saved
through energy efficiency measures. Most states have ESPC-enabling legislation, but the strongest
policies explicitly promote the use of ESPCs to improve the energy efficiency of public buildings through
statutory requirements, recommendations, or express preference for using ESPCs. In Kentucky, the
Division of Facility Efficiency oversees the state's Guaranteed Energy Savings Performance Contracting



program, authorized through state code.* The division developed a dashboard to help the state assess
and manage energy needs; it allows bill payment, usage analysis and benchmarking, work order
management, and building automation system integration.>* Since the passage of enabling legislation in
1996, Kentucky government facilities have leveraged more than $1 billion in ESPCs to enable efficiency
upgrades to buildings.®*

Promorte EFFiciency IN FLEETS

Governors can encourage fuel savings by putting in place policies that call for a fleet-wide reduction in
fuel consumption, an increase in average miles per gallon, or a reduction in overall fleet emissions. State
agencies can also require a certain percentage of new vehicle purchases to be hybrid or electric. In
California, Executive Order B-16-12, signed in 2012, required the state's vehicle fleet to increase its number
of zero-emission vehicles through the normal course of fleet replacement so that at least 10% of light-duty
fleet purchases were zero-emission by 2015. The goal is now at least 25% by 2020.%° In North Carolina,
Executive Order No. 80 (2018) sets a specific requirement for zero-emission vehicles, calling for the state
fleet to include at least 80,000 by 2025.%¢

Focus on ProcUREMENT, PLuG LoADS, AND BEHAVIOR

Governors can also use executive orders to guide product procurement policies. These policies often
require Departments of Administrative Services (DAS) or General Services to procure ENERGY STAR®-
labeled products or those certified by the Federal Energy Management Program. Energy-efficient product
procurement can also help develop an in-state market for clean energy products. Working with building
occupants and managers can also improve efficiency. Several states have focused on plug loads and
behavior programs to save energy in operations. In November 2017, Governor Kate Brown of Oregon
issued Executive Order 17-20, directing DAS and the Oregon Department of Energy (ODOE) to develop a
statewide plug load management strategy. The order also calls on DAS and ODOE to develop strategies
for occupant behavior change.”
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Reach Underserved GOVERNORS TOOLKIT FOR ENERGY EFFICIENCY
Markets through

State Energy Office
Programs

State energy offices are in a unique position to reach residents and businesses across the state with
energy efficiency programs. Governors can ensure that energy offices are fully funded and can work with
state agencies to develop programs addressing market sectors that may not be fully served by utility
efficiency programs.

DeveLop ProGrAMS FOR RURAL COMMUNITIES

Rural areas often have unique needs and can be hard for utility programs to reach. Some state energy
offices have developed programs to serve these customers. In lowa, Lieutenant Governor Reynolds
oversaw the development of a state energy plan, released in late 2016, that targeted support for rural

and underserved communities. Based on the plan, the lowa Economic Development Authority (IEDA)
developed a two-year pilot program to be delivered jointly with the lowa Association of Municipal Utilities
and funded a Regional Energy Services Specialist to coordinate efficiency and distributed renewable
programming.®®

CooRDINATE AssisTance For Low-Income HouSEHOLDS

Energy efficiency can be a powerful tool for reducing the high energy burdens faced by low-income
households. Governors can lead coordination of efficiency services to these residents, ensuring that
resources are maximized by administering programs through a single state agency. For example, the Ohio
Development Services Agency, Community Services Division, Office of Community Assistance (OCA)

is responsible for administering several key energy programs, including the Community Services Block
Grant, the State Energy Plan, the Low Income Home Energy Assistance Program (LIHEAP), and several
other programs targeting customers struggling to pay their energy bills. OCA participates in a stakeholder
network that facilitates the integration of federal weatherization funds with utility resources through a
single coordinated funding model, managing programs for all seven major utilities.*®

ScaLe EFFiciEncy THROUGH FINANCING

Leveraging private capital can further stretch public dollars to incentivize energy efficiency. Several states
have pursued green banks, which may combine public and ratepayer funds to attract private capital

and to stimulate investment in clean energy projects. Green banks often provide technical assistance to
clean energy projects across sectors to help consumers understand available funding streams and to
simplify the process of purchasing efficiency technologies. Green banks can also address other barriers to
matching capital with customers, by establishing loan loss reserves or credit enhancements.

State agencies can facilitate the use of specific financing tools. Property assessed clean energy (PACE),
for example, offers a mechanism for financing energy efficiency and renewable energy improvements on
private property by which up-front costs are financed and then paid back over time through a voluntary
assessment. PACE requires enabling legislation, which 36 states and the District of Columbia have
passed for programs for commercial properties.®® Strong PACE programs require facilitation, and states
may consider establishing programs administered or supported at the state level, as opposed to locally
administered programs, to achieve economies of scale and market consistency. Models and approaches
for statewide PACE programs exist in Texas, Colorado, Connecticut, and Utah, where the Governor's



Office of Energy Development administers commercial PACE by providing standardized program forms,
maintaining a list of approved vendors, reviewing technical proposals, and hosting online tools.®’

Other states have had great success in financing efficiency investments with tools including bond
financing (New Mexico), direct lending through low- or no-interest revolving loans (Texas), loan
participation programs (Nebraska and Alabama), and on-bill financing programs run through the state
energy office (New York, Arkansas).®?
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GOVERNORS TOOLKIT FOR ENERGY EFFICIENCY
Move Toward More

Efficient Appliances

Appliance and equipment standards specify the minimum energy efficiency levels of specific products.
National standards apply to appliances and equipment manufactured in the United States or imported

for sale, while state standards apply to products sold or installed in a given state. Historically, states have
taken the lead in the development of new standards. Usually new state standards cover products for which
there are no existing national standards because, with limited exceptions, national standards preempt state
standards. By setting appliance efficiency standards, states can decrease energy use, save consumers and
businesses money, and reduce emissions of greenhouse gases and other pollutants.

Ser New STANDARDS

The Appliance Standards Awareness Project outlined a package of 21 standards that states could adopt
that would lead to cumulative energy savings of about 590 million kilowatt-hours through 2035, enough to
power 50 million US households for a year.t® These standards would also generate significant economic
savings, ranging from $198 million in North Dakota to $16 billion in California. In 2017, Vermont Governor
Phil Scott signed a bill adopting 16 of these standards.®

ProtecT NATIONAL STANDARDS

Historically, federal energy efficiency standards have enjoyed broad, bipartisan support. However in
recent years there have been concerns that the federal government could weaken or even remove them.
In response, some states have adopted backstop legislation. For example, in 2017 Vermont adopted H. 411,
which adopted all current federal standards as state standards that would remain in effect should federal
standards be repealed or voided.®®* Governors can work with state legislatures to adopt measures with
similar language, ensuring that appliance standards will remain in place regardless of federal actions in
the future.

Tools for More Efficient Appliances

Status of current state standards: appliance-standards.org/states#states-table

State savings from adopting standards: appliance-standards.org/document/report-overview-states-
go-first

The Appliance Standards Awareness Project also works with states to develop customized legislative
language for appliance standards.

For more information on the right policies
and programs for your state, contact
Annie Gilleo, ACEEE's senior manager for

state policy, at agilleo@aceee.org or

GOVERNORS TOOLKIT FOR ENERGY EFFICIENCY ~ (202) 507-4002.
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