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Background of the 2023 Energy Legislation

d Ml Healthy Climate Plan
— Executive Directive 2020 - 10
- Plan released on April 21,2022
d Governor Whitmer's What's Next Address called for
-+ 100% Clean Energy Standard
- Improve Energy Efficiency programs
-+ Renewable Energy Siting
-

Allow the MPSC to incorporate climate and equity into
regulatory decision making

ccccccccccccccccccccccccccccc


https://www.michigan.gov/mpsc
https://www.michigan.gov/whitmer/news/press-releases/2023/08/30/whitmers-whats-next-address-as-prepared-for-delivery

The 2023 Energy and Climate Package

4
d
d

SB 277. Codify the allowance of RE infrastructure on PA 116 farmland (PA 230)

SB 519: Establish Community and Worker Economic Transition Office (PA 232)
MPSC Bills

- SB 271: Establishes a Clean Energy Standard; Increases Renewable Energy

Standard; Establishes Statewide Energy Storage Target; Increases DG Cap
(PA 235)

-+ SB 273 Increases EWR Targets; Requires Munis and Co-ops to participate in
EWR programs,; Establishes mandatory Low Income EWR spends (PA 229)

-+ SB 502: Increases UCPB funding and expands cases for which interveners
can be funded; Adds considerations of climate and public health to IRP
determinations; Requires certain studies and proceedings (PA 231)

-+ HB 5120: Creates a voluntary siting process at the Commission for qualifying
Renewable Energy projects (PA 233)

- HB 5121: Amends the Zoning Enabling Act relative to the new voluntary
siting process (PA 234)
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Commission Implementation

[ Seven dockets were opened on February 8 to begin the
Commission’s Implementation work

Q Visit www.Michigan.gov/MPSC/2023EnergylLaw to track the
work and sign up for updates
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Taking a closer look

The 2023 Energy legislation
Impacted several areas within
the energy industry including
big changes to EWR.
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Michigan’s EWR Legislation: Public Act 295 of 2008

d Public Act 295 of 2008 established “The Clean, Renewable,
and Efficient Energy Act.”

d Amended in 2016 by Public Act 342, renamed “The Clean and
Renewable and Energy Waste Reduction Act.”

d Amended in 2023 by Public Act 229

The full text of the amendments to PA 295 may be viewed online.
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PA 229 of 2023

d Creates new “Customer Energy Optimization Plans” which will
have two components: Energy Waste Reduction Plans and
optional Efficient Electrification Measures (EEM) Plans

d EEM Plans must

-+ Provide health and safety benefits to people who live on the
premises

-+ Reduce total energy consumption at the premises measured as
the Reduction in consumption of propane or Natural Gas

measured by dividing 3,412 BTUs per kWh minus the increase
IN KWh of electricity due to the electrification

-+ Reduce GHG emissions over the lifetime of the measure

- Where the customer (residential or commercial) is

Interconnected at secondary voltage, provide annual average
cost savings
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Energy Waste Reduction

Jd EWR Standard

= Electric Providers: 1.5% standard with a goal of 2%; 2% goal must
be included in IRPs

— Natural Gas Providers: .875%

[ Efficient Electrifications Measures Savings

= Electric providers may count fuel savings (nhatural gas, propane,
heating oil) from programs promoting heat pumps combined
with building envelope improvements toward their incentive

savings

— Natural gas providers may claim savings from EEM and
building envelope investment If those savings are not also
counted by an electric utility
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Energy Waste Reduction

d Energy Optimization Plans
- |OUs must file plans in 2025. After 2025 plan,

d Electric IOUs to file updated plans after receiving a final order in
the utility IRP

d Natural gas IOUs file every 4 years

-+ Munis and Co-ops file with governing boards that will review
the plan and approve or reject it

d Enforcement is via civil suit filed by the AG or a customer

d  Utilities choosing not to offer Energy Optimization Plans will
need to make an Alternative Compliance Payment to the 3

party administrator
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Energy Waste Reduction

Electric Incentives

EWR Savings

Incentive

Natural Gas Incentives

EWR Savings

Incentive

2.17% or more of
sales

(which ever is less)

35% of the customer life cycle cost
reductions

25% providers actual EWR annual
expenditures

1.25% or more of sales

(which ever is less)

32.5% of the customer life cycle cost
reductions

22.5% providers actual EWR annual
expenditures

2% -217%

32.5% of the customer life cycle cost
reductions

22.5% providers actual EWR annual
expenditures

1% - 1.25%

30% of the customer life cycle cost
reductions

20% providers actual EWR annual
expenditures

1.83% - 2%

30% of the customer life cycle cost
reductions

20% providers actual EWR annual
expenditures

875% - 1%

15% of the customer life cycle cost
reductions

10% providers actual EWR annual
expenditures

1.66% - 1.83%

27.5% of the customer life cycle cost
reductions

17.5% providers actual EWR annual
expenditures

1.5% - 1.66%

25% of the customer life cycle cost
reductions

15% providers actual EWR annual
expenditures
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Energy Waste Reduction

Low Income EWR Programs

EWR Workforce Requirement

- Mandates Low Income EWR program - Directs utilities with more than 50,000
avalilability customers to invest in hiring and
. Eligibility at 250% FPL; 80% AMI, or developing a diverse EWR workforce
enrollment in government program and contractors
with similar eligibility requirements - Hiring and development must focus
. Mandates minimum Low Income EWR on workers in or from low income or EJ
program spend to be achieved by Jan. communities and workers displaced
1, 2029 by the energy transition
. 25% of total program spend for - Utilities must file an annual report on
Electric Providers these efforts

- 35% of total program spend for
Natural Gas Providers
- Program must minimize barriers to
participation

MPSC Slide | T
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Additional Changes

Document the framework for the state administrator

Self-direct customers target will also be 1.5%

USRCT definition added societal discount rate

Shared savings mechanism from PA 341 of 2016 repealed

2% savings threshold to covert EWR to RECs

U O 0 0 0 O

MPSC to include rate cases the costs and savings

determined in EWR reconciliations

MPSC - W 0
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Implementation
of PA 229

MPSC Case No. U-21567
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MPSC Order in U-21567

= Approved EWR plans and incentive
mechanisms remain in place

= Future orders to direct filing of new PA 229
plans

= Gas providers by 2025, others in 2025, for 2026
plans

= Efficient Electrification (EFEL) plans may be
filed with these EWR plans under a combined
EO plan.
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MPSC Order in U-21567

= EFEL plan costs will be recovered by separate
surcharge component added to EWR surcharge.

= EFEL plans will have similar recon and reporting
requirements as EWR plans.
= concurrent under an EO proceeding

= EFEL spend not included in EWR financial incentive

= Evaluations to prove non-EFEL customers rates did
Nnot INncrease

MPSC - W -
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MPSC Order in U-21567

= Health and safety (H&S) investments as required by
PA 229 will have deemed proportional savings.

= Directs Staff to work with stakeholders to develop

_| verification and program coordination.

= |nvestment levels of H&S and workforce
development to be reasonable and prudent.

= Deemed savings from education, pilots, H&S, don't
count for EWR standard or IRP-set targets, but
may count for goals and financial incentive.

MPSC 6
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MPSC Order in U-21567

= Future docket for updating self-direct forms.

= Non-rate regulated electric provider plans should
be submitted to the MPSC after they are approved
by their governing body. Also, a summary of
annual results.

= Confirms MEMD as most reasonable savings
database

17
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MPSC Order in U-21567

= By July 1, 2024, MPSC will establish a collaborative
process to document the Efficiency United framework

= 2-year commitment for providers electing into
Efficiency United.

= Costs will be established biennially
= Municipal and cooperative providers eligible

MPSC - W °
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U-21567 Seeks Comments

» Regarding any issues related to PA 229
implementation, but many specific questions
posed.

» Accepted until 5pm July 17, 2024
» Reply comments until 5pm August 9, 2024

> See order or contact Staff for assistance
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Questions Re: EFEL Plans

1.  What components should be included in the definition and
calculation of efficient and high-efficient electrification
Mmeasures?

2. How will total energy consumption reduction be measured as
required by Act 2297

3. What greenhouse gas emission calculation methodologies and
emission factors should be used to estimate emissions from
differing electric generation sources?

4. Should EFEL measures be added to the MEMD?

Should the Utility System Resource Cost Test be applied to EFEL
plans?

6. Are there other considerations for EFEL program and plan
Implementation?

o
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Additional Comment Topics

» Section 77(6) of Act 229 states that providers may allocate
savings between an electric provider and a natural gas provider
for measures and programs implemented. Should there be a
standard allocation developed within the EO (formerly EWR)
Workgroup Collaborative to provide a uniform process for all
providers to comply with?

» Act 229 states that cold climate heat pumps (CCHP) and ground
source heat pumps (GSHP) must be qualified projects. What
would qualify CCHP and GSHP for purposes of Act 2297

» What does MCL 460.1077(6) require regarding natural gas
providers' ability to claim savings from electrification measures?

MPSC - 7
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Additional Comment Topics

» How should investments in workforce development be counted

toward the required energy savings for the program year?
Should this be done on a deemed-savings basis, similar to

iInvestments in health and safety measures?

» What effect, if any, does Section 28(7) of Act 235 have on EWR

plans for 2024 through 20257 (sec 28 (7) adds 2% threshold to convert EWR
credits to RECs)
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