TO: 
Federal Agency Interagency Task Force and Working Group Members

RE:
Corrected Draft of Renewable Implementation Guidance for EO 13423 and EPACT Section 203

February 20, 2007

On behalf of the Department of Energy’s (DOE’s) Assistant Secretary for Energy Efficiency and Renewable Energy, Andy Karsner, attached is a corrected draft of the Renewable Energy Guidance issued February 13, 2007, citing the proper authority.  

This Renewable Energy Guidance is issued in accordance with the Department of Energy’s authority to issue Guidance concerning the Renewable Energy Goal under the Section on Energy Efficiency, Water Conservation, and Renewable Energy in the draft Instructions for Implementing of Executive Order (E.O.) 13423, “Strengthening Federal Environmental, Energy, and Transportation Management.”  The draft Instructions were issued February 13, 2007. 

This Renewable Energy Guidance is not part of the draft Executive Order instructions distributed by the Council on Environmental Quality on February 13, 2007 and is not issued under the authority of section 4(b) of the Executive Order.

The Renewable Energy Guidance was distributed to the Senior Officials at their meeting on February 13, 2007.  The only changes from the document distributed February 13, 2007 are the correction in authority and the changing of terms from Instructions to Guidance.  Additional, more detailed, implementing guidance will be issued for comment in the near future.

As stated in my letter of 15 February, the FEMP Program Manager intends to issue final guidance after the comment period, which is consistent with the Office of Federal Environmental Executive’s instruction comment period.  You are requested to provide comments on this draft through your agency Task Force member, so they can submit consolidated comments for your agency to Anne Crawley (anne.crawley@ee.doe.gov)  by close of business Friday, February, 23, 2007.     

Rick Khan

Program Manager

Federal Energy Management Program (FEMP)
Office of Energy Efficiency and Renewable Energy

US Department of Energy

Final Draft 2/20/07

GUIDANCE FOR IMPLEMENTING EXECUTIVE ORDER 13423:
RENEWABLE ENERGY SECTIONS

 “Strengthening Federal Environmental, Energy, and Transportation Management”

Department of Energy/ Federal Energy Management Program (DOE/FEMP) Guidance on Renewable Energy:  

This Renewable Energy Guidance is issued in accordance with the Department of Energy’s authority to issue Guidance concerning the Renewable Energy Goal under the Section on Energy Efficiency, Water Conservation, and Renewable Energy in the draft Instructions for Implementing of Executive Order (E.O.) 13423, “Strengthening Federal Environmental, Energy, and Transportation Management.”  The draft Instructions were issued February 13, 2007.

Definitions

“New renewable energy” means renewable sources placed in service after January 1, 1999.

“Renewable energy” means energy produced by solar, wind, biomass, landfill gas, ocean (including tidal, wave, current, and thermal), geothermal, municipal solid waste, hydrokinetic, or new hydroelectric generation capacity achieved from increased efficiency or additions of new capacity at an existing hydroelectric project
Energy Efficiency, Renewable Energy, and Water Conservation [Sections 2a, 2b, and 2c.]

Energy Efficiency
The EO requires that each agency shall improve energy efficiency and reduce greenhouse gas emissions through reduction in energy intensity by (i) 3 percent annually through the end of fiscal year 2015, or (ii) 30 percent by the end of the fiscal year 2015.  

Counting Renewable Energy Purchases Toward Energy Intensity and Greenhouse Gas Emission Reductions

· During FY 2007, agencies will continue to receive credit toward their energy reduction goal from renewable energy purchases.

· From FY 2008 through FY 2011, the credit will gradually be reduced to zero as shown in the table below.  

1. Purchases of renewable energy or Renewable Energy Credits (RECs) may only contribute up to 60 percent of the annual energy reduction goal for FY 2008, and gradually be reduced by 20% per year to zero in 2012, as shown on the third column of the table below:

2. Long-term REC purchases of 10 years or more of renewable energy that contribute to the development of new renewable energy resources may only contribute up to 80 percent of the annual energy reduction goal for FY 2008 and gradually be reduced by 20% per year to zero in 2012, as shown in the fourth column below:

	Fiscal Year
	Reduction Goal
	Maximum Contribution of REC Purchases toward Energy Goal
	Maximum Contribution of Long-Term REC Purchases toward Energy Goal

	2003
	Base Year
	RECs not applied in Base Year
	RECs not applied in Base Year

	2007
	6%
	No limit
	Not applicable 

	2008
	9%
	5.4%
	7.2%

	2009
	12%
	4.8%
	7.2% 

	2010
	15%
	3.0%
	6.0%

	2011
	18%
	1.8%
	3.6%

	2012
	21%
	0.0%
	0.0%


3. The combined total of both regular and long-term renewable purchases may not contribute more than the percentages shown in column 4 above. .

For the purposes of reporting energy reduction goal progress, agencies should refer to DOE's reporting guidance for the Annual Report on Federal Government Energy Management (http://www1.eere.energy.gov/femp/about/reporting_guidance.html).  This guidance and will be updated to reflect reporting requirements for FY 2007, but will remain essentially the same as those for reporting progress toward the energy reduction goals of EPACT 2005.

Renewable Energy
For purposes of determining compliance with the requirement of the EO, calculation of the amount of renewable energy consumed and RECs are retained (as described below), may include crediting provisions of Section 203 (c) of EPAct 2005.  However, double credits will only be granted to production and consumption of renewable energy from new renewable resources and single credits granted to production and consumption from other renewable resources.
REC Retention Requirements: Renewable energy from projects built on-site can be counted toward the renewable energy goal where the renewable energy is produced and used on-site and the renewable energy and non-energy attributes are not sold or otherwise allowed to be transferred from the site.  Retention of a REC that explicitly states that the Federal agency retains or precludes transfer to other parties of all renewable energy and non-energy attributes of the project is the best evidence of meeting this standard. 

REC Trading: The requirement to retain RECs does not preclude trading or swapping RECs. Agencies may sell RECs from their on-site renewable projects and use the proceeds to purchase RECs generated from other locations or from other renewable resources. Agencies may also arrange for direct swaps of RECs with other renewable energy projects. This “REC Swap” option is designed to encourage innovative projects and to improve project cost-effectiveness, while retaining the concept that a specific REC is not double counted, except as specified in EPACT 2005 Section 203 subsection (c).

By the end of FY 2009, no more than 50 percent of the renewable energy purchases of any agency may be obtained through the purchase of RECs for purposes of achieving the agencies annual goal.  

Energy and Water Management Strategies and Tools
Each agency shall use a variety of energy management strategies and tools to meet the goals of the order, including the following: 

· Develop on-site grid generation systems, including solar hot water, solar electric, solar outdoor lighting, small wind turbines, fuel cells, and other on-site alternatives, where such systems are life-cycle cost-effective and offer benefits including energy efficiency, pollution prevention, source energy reductions, enhanced reliability, security enhancement, avoided infrastructure costs, or expedited service benefits
Further Instructions

DOE/FEMP plans to issue more detailed implementing guidance in the near future.
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