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Energy Storage Standard 

Description: 
Two major trends have enabled the deployment of energy storage: declining costs and technological 
advances. There are many policy opportunities to take advantage of these trends, both for utilities and 
customers. For utilities, states can create incentives and requirements to deploy storage and manage 
distributed energy resources. For customers, states can create incentives for energy storage to manage 
fluctuating demand.  

Discussion of the Policy:  
Energy storage can be described in two ways: power capacity and duration. Power capacity is expressed in 
kilowatts (kW) or megawatts (MW) and duration is expressed in hours. Different energy storage technologies 
provide different benefits and services to the system because they vary in terms of capacity and duration. 
This is important when looking at potential applications of energy storage technologies. Storage has distinct 
roles when providing services on the utility’s side of the meter or on the customer side (behind the meter). 

Energy storage offers a unique opportunity to manage different challenges at once. First, it can provide 
power that can be dispatched to better integrate intermittent resources like renewable energy. Second, it 
provides management of intermittent demand – helping to flatten demand requirements of the utility. 
Third, the quick response of energy storage can allow the utility to implement voltage regulation and other 
ancillary services, useful for improving system efficiency. 

Finally, energy storage can help the commercial sector avoid costly “demand charges” sometimes 
implemented by utilities. Demand charges establish an incremental cost above energy usage based on the 
highest period (highest 15 minutes, for example) of demand during the month. Eliminating spikes in demand 
with storage can reduce these costly charges for businesses. This is becoming an even more important issue 
as utilities around the country are considering extending demand charges to the residential sector. 

Storage provides multiple benefits to both the customer and the utility. State regulatory policies can help 
maximize these benefits through a combination of 1) establishing a framework for easy integration of energy 
storage into the grid and 2) establishing a marketplace that monetizes the benefits of energy storage for 
cost-effective investment. 

Example State Programs: 
According to Greentech Media, 21 US states have energy storage pipelines of 20 MW or more.  

• California’s AB 10-2514:  
http://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=200920100AB2514 
(The California Public Utilities Commission continues to implement the Act.) 
 

• Hawaii’s HB 14-2618:  
www.capitol.hawaii.gov/session2014/bills/HB2618_SD1_.PDF 
 

• The New York Battery and Energy Storage Technology (BEST) Consortium:  
https://www.ny-best.org/ 
 
 

https://spotforcleanenergy.org/
https://www.youtube.com/watch?v=JqqOM9nzz-A
https://www.electricitypolicy.com/Articles/curating-the-future-of-rate-design-for-residential-customers
https://www.greentechmedia.com/articles/read/21-us-states-have-energy-storage-pipelines-of-20mw-or-more
http://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill_id=200920100AB2514
http://www.cpuc.ca.gov/General.aspx?id=3462
http://www.capitol.hawaii.gov/session2014/bills/HB2618_SD1_.PDF
https://www.ny-best.org/
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• Washington State Grants for Utility Storage:  
https://www.greentechmedia.com/articles/read/washington-state-sinks-14-3m-into-energy-storage-plus-
standards 
 

Key Components: 
Policymakers should first focus on the foundational policies that allow storage to be integrated into the 
energy system. The recommendations below draw heavily from an excellent 2017 report by the Interstate 
Renewable Energy Council (IREC) called “Charging Ahead – An Energy Storage Guide for Policymakers.” 

• Clarify the classification of energy storage to encourage utility investment in restructured markets. Most 
states that have restructured utility markets limit utility ownership to exclude generation. 

 

• Amend interconnection policies to ensure that storage can connect to the grid. Policies should provide 
for a transparent and simple process. IREC has produced a series of interconnection protocols that states 
may easily adopt. 

 

• Instruct the utilities commission to evaluate the value of energy storage in multiple strategic locations 
across the utility system and consider a requirement to deploy storage where it will be cost-effective, or 
identify the price point at which it will be cost-effective.   

 

• Policymakers can require the inclusion of energy storage as a critical piece of the energy system as both 
a demand and supply management resource. Some states have required that utility planning processes 
evaluate the cost-effectiveness of “non-wires” alternatives (NWAs) to large generation investments that 
are more traditional utility avenues for meeting demand. Or, states may want to require utilities to 
develop a distribution investment plan that identifies the locations on the distribution system where 
energy storage or other distributed resources would offer the system the greatest value. 

 

• Provide incentives for customers to purchase storage to both manage load and store locally produced 
renewable energy. Allow utilities that provide incentives to customers to install smart meters that 
enable dynamic energy management from multiple distributed battery systems. 

 

• Clear data access policies that allow third parties to provide energy management services based on 
signals from the utility can greatly increase the value of efforts to monetize the value stream offered by 
energy storage. 

 

• Provide an option for utility customers (targeted at commercial users) to pay an additional charge to be 
included in a “high reliability zone” provided through a combination of distributed generation and 
energy storage – forming a utility integrated “microgrid.” 

 

• Provide financing for commercial users to install energy storage to reduce their demand charges. 

• For those states with existing financial incentive programs, energy storage may be included as an 
incentivized energy resource. States may want to start first with a policy to incentivize those who have 
solar systems, along with a utility incentive that will allow the utility to maximize the benefit of solar by 
aligning solar resources with peak load. 

Resources: 

• Sandia Labs Report on Energy Storage: 
http://www.sandia.gov/ess/docs/other/Grid_Energy_Storage_Dec_2013.pdf 

https://spotforcleanenergy.org/
https://www.greentechmedia.com/articles/read/washington-state-sinks-14-3m-into-energy-storage-plus-standards
https://www.greentechmedia.com/articles/read/washington-state-sinks-14-3m-into-energy-storage-plus-standards
http://www.irecusa.org/2017/04/irec-releases-energy-storage-guide-for-policymakers/
http://www.irecusa.org/publications/model-interconnection-procedures/
http://www.sandia.gov/ess/docs/other/Grid_Energy_Storage_Dec_2013.pdf
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• Electric Power Research Institute: Energy Storage Cost Summary for Utility Planning: 
http://www.tdworld.com/sites/tdworld.com/files/uploads/2016/04/energy-storage-epri-report.pdf 

 

• Department of Energy (DOE): Energy Storage Systems Program: 
http://www.sandia.gov/ess/ 

 

• DOE: Global Energy Storage Database:  
http://www.energystorageexchange.org/ 

 

• DOE, Office of Electricity Delivery and Energy Reliability: Energy Storage:  
https://energy.gov/oe/services/technology-development/energy-storage 

 

• National Renewable Energy Laboratory (NREL): Energy Storage – Possibilities for Expanding Electric Grid 
Flexibility:  
http://www.nrel.gov/docs/fy16osti/64764.pdf 

  
 

For additional information on this topic, please review Chapter 2.3: Energy Storage in the Clean Energy 
Policy Guide for State Legislatures available at: http://cnee.colostate.edu/cleanenergypolicyguide/  

 

https://spotforcleanenergy.org/
http://www.tdworld.com/sites/tdworld.com/files/uploads/2016/04/energy-storage-epri-report.pdf
http://www.sandia.gov/ess/
http://www.energystorageexchange.org/
https://energy.gov/oe/services/technology-development/energy-storage
http://www.nrel.gov/docs/fy16osti/64764.pdf
http://cnee.colostate.edu/cleanenergypolicyguide/
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