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Please Note:
This template is intended for educational purposes only, without any express or implied warranty of any kind, including warranties of accuracy, completeness, or fitness for any particular purpose.  You agree that your use of the template is without any recourse whatsoever to PG&E, SCE, SDG&E, or their affiliates. The template is a draft, and anyone using this document should seek the advice of an attorney to develop appropriate ordinance language to meet its jurisdiction’s specific needs, as state and local laws may differ.

This document is the product of a collaborative effort, incorporating input and feedback from several entities and experts based on their collective experiences. 
Please contact the Codes and Standards Reach Codes Team at info@LocalEnergyCodes.com for additional information.


Message paid for by customers. 
This program is funded by California utility customers and administered by Pacific Gas and Electric Company, San Diego Gas & Electric Company (SDG&E®), and Southern California Edison Company under the auspices of the California Public Utilities Commission and in support of the California Energy Commission.

Introduction 
This is a customizable template for completing a staff report for an existing nonresidential building reach code that requires heat pumps, or additional efficiency measures that help air conditioning units perform as well as heat pumps. Blue in-line text needs customization - things like dates, local legislation, staff, and ordinance-specific references for your customized reach code. Complete these sections to customize this staff report to reflect your local context and reach code.

[DATE]
FROM: 	[Department Head Name, Title]
[Other Contributor(s), Title]
SUBJECT:	ENERGY POLICY FOR NONRESIDENTIAL [AC to HEAT PUMP or TWO-WAY AIR-CONDITIONING or Policy Name]

RECOMMENDATION 
Adopt an ordinance and related findings amending Municipal Code Chapter [XXX] to require that when an air conditioning system is replaced in certain nonresidential buildings it must either be replaced by a heat pump installed per State code minimum standards, or additional energy measures must be installed alongside air conditioning units. The types of nonresidential buildings covered by this policy include offices, retail, grocery, schools, libraries, and financial institutions. The intent of this policy is to [encourage property owners to install efficient cooling and heating equipment]. Staff finds the amendments are consistent with: [list policies such as Climate Action Plans and adoption dates.] The ordinance is also exempt under CEQA under the general rule, 15061(b)(3), and per CEQA Guidelines Section 15308, Class 8, Actions by Regulatory Agencies for Protection of Natural Resources.

BACKGROUND 
The City adopted its [list climate policies and adoption dates] with a target to [state climate goals or other health and safety]. One important way to reduce carbon emissions is to improve the efficiency of existing buildings, which account for 17%[footnoteRef:2] of California’s greenhouse gas emissions as estimated by the California Air Resources Board (CARB). [List existing policy targets/measures related to existing building energy use, GHG emissions reduction, or NOx nonattainment: [2:  From the California Greenhouse Gas Emission Inventory Data] 

· Measure XX - Electrify XX% of existing XX buildings by XXXX.
· Measure XX - Increase resiliency through equitable energy efficiency and local solar programs.]
[Describe past reach codes and their adoption dates, if extant, or other actions taken focused on building emissions in the jurisdiction]

According to permit data for the [Jurisdiction], nonresidential AC installations and replacements account for [XX] permits per year.

DISCUSSION 
Many previous statewide and local updates to the California Energy Code, Title 24, Part 6 (the “State code”) have applied to newly constructed buildings. This is largely because new construction code changes are simpler to study, implement, and enforce. Local governments can implement practical policies for reducing emissions in existing buildings as well, which contribute significantly to overall energy consumption and greenhouse gas emissions.

[Describe Council direction and staff research that led to this reach code, including past reach code adoptions]

This proposed ordinance would require replacement rooftop single-zone air conditioning (SZAC) installations to exceed the minimum state code requirement by either installing a rooftop single zone heat pump (SZHP), or a single zone air conditioner and furnace (SZAC) plus additional energy efficiency measures to achieve similar energy performance as the heat pump. Staff anticipate this will capture approximately [xxx] permits per year. Doing so would avoid approximately [xxx] metric tons of carbon dioxide equivalent per year, an important step in addressing building energy usage in existing buildings to meet [local CAP policy or other emissions legislation] target. 

The proposed ordinance applies to property owners replacing SZAC equipment in retail, offices, grocery stores, libraries, financial institutions and schools. Under the proposed policy, property owners may either choose a SZHP or a SZAC with a gas furnace plus heat recovery ventilation (HRV) [and demand control ventilation (DCV)] for units up to and including [10-tons /20-tons in capacity]. The proposed policy expands upon the existing State code, which encourages the use of a heat pump for cooling system replacements up to 5.5 tons. It also aligns with the existing State code that encourages the use of heat pumps for new systems up to 20 tons (but not replacement systems in existing buildings). 

Additionally, local governments can help prepare existing buildings for possible zero-emission appliance standards that are under consideration by the California Air Resources Board, in alignment with their 2022 Strategic Implementation Plan. If adopted, this initiative aims to reduce greenhouse gas emissions and improve air quality by requiring residential and commercial appliances, including space heaters and water heaters, to transition towards cleaner energy sources when replaced. 

Since this policy applies to nonresidential buildings only, it is not impacted by CA State Assembly Bill AB130 (2025), which amended California Health and Safety Code to limit amendments to residential building codes. The proposed policy has an exception if the electrical capacity is not sufficient to support a SZHP but can support a SZAC [and exceptions related to demand control ventilation in situations where it is impractical]. If an applicant wishes to apply for the electrical capacity exemption, they must submit load calculations to the permitting agency prior to permitting. 

IMPACTS 
The proposed policy was evaluated across three primary metrics compared to the baseline of the State code minimum: 
1. Up-Front Costs: The initial expense of purchasing and installing equipment. 
2. Lifecycle Costs and Savings: Cumulative 30-year costs and savings, including installation, equipment replacement, maintenance, and energy bill impacts. 
3. Greenhouse Gas (GHG) Emissions: Estimated reductions in emissions. 

The metrics in Tables 1, 2 and 3, below were gathered from the 2025 Nonresidential Alterations and AC to HP Cost-effectiveness Study. The study analyzed two representative building types, a 5,500 ft2 small office and a 24,500 ft2 retail building, to identify cost-effective measure options. The values in the following tables represent averages for rooftop units replaced in these two building types, but the impacts of this policy are expected to apply to other nonresidential buildings with similar energy profiles, such as banks, schools, grocery stores, and libraries.

The policy proposal allows for two compliance pathways. It is important to note that the SZHP is a cost-effective pathway that saves energy and energy costs compared to a minimum efficiency SZAC. The SZAC pathway may not be cost-effective but achieves energy equivalency to a SZHP only after adding the heat recovery ventilator (HRV) [and demand-controlled ventilator (DCV)] efficiency measure[s].

Understanding the Metrics
This policy applies to single zone packaged rooftop HVAC units (SZAC or SZHP), which are “off-the-shelf” systems common in small- and medium-sized nonresidential buildings. The size of these systems is measured in terms of tons and Btu/hour, where one ton is equal to 12,000 Btu/hr of cooling capacity. As a general rule, one ton of cooling capacity is sufficient to condition 300 to 600 square feet of conditioned space, varying by climate, occupancy, and building type. 

Up-front Costs 
Up-front costs are a key consideration for the feasibility of the proposed policy. Based on the cost-effectiveness study[footnoteRef:3], up-front costs for SZHPs are comparable to minimum efficiency SZACs at 10 tons and below, and costs are slightly higher above 10 tons. However, the SZHP equipment has a lower up-front cost than an energy-equivalent SZAC with an HRV [and a DCV], as the estimates shown in Table 1 demonstrate. [3:  Statewide Reach Code Team. (2025). Nonresidential Alterations: Reach Code Study. https://localenergycodes.com/download/2049/file_path/fieldList/2025%20NR%20Alterations%20CostEff%20Report.pdf] 

 
Table 1. SZAC, SZHP, and SZAC + Efficiency Up-front Costs 
	Approach 
	Equipment Size (Tons)
	Average Up-front Cost 

	SZAC 
	[7.5, 10, or 15]
	$ Populate from App 1

	Replace SZAC with SZHP
	[7.5, 10, or 15]
	$ Populate from App 1

	Replace SZAC with SZAC + HRV + DCV 
	[7.5, 10, or 15]
	$ Populate from App 1



 
Lifecycle Impacts 
30-year lifecycle impacts include up-front costs of the equipment, operational savings (or costs) assuming standard utility tariffs, and a replacement at year 15, compared to a code-minimum SZAC replacement. The average lifecycle net present value (NPV) for SZHPs is positive when accounting for these factors, primarily due to energy bill savings associated with SZHP units. Table 2 below lists the average lifecycle NPV per ton of system capacity compared to a minimum efficiency SZAC. [If applicable in local climate zone add: The NPV of the SZAC approach is negative despite achieving equivalent energy savings to the SZHP.]
 
Table 2. Average Net Present Value (NPV)
	Approach 
	Average NPV per Ton of System Capacity

	Replace SZAC with SZHP
	$ Populate from App 2

	Replace SZAC with SZAC + HRV + DCV 
	$ Populate from App 2


  
GHG Emissions 
Both heat pumps and the efficiency measures in the SZAC alternative compliance pathway can provide significant reductions in greenhouse gas emissions compared to the State code minimum. Table 3 shows the estimated first-year greenhouse gas reductions per ton of system size for the proposed policy pathways compared to the base case of a code-minimum SZAC replacement. These estimations are conservative; the actual impact of heat pumps is likely to be greater as the grid becomes cleaner and because [Jurisdiction] receives clean energy from [Community Choice Aggregator], resulting in very low GHG emissions from electricity use. 
 
Table 3. Average First-Year Greenhouse Gas Reductions 
	Approach
	Average GHG Metric Tons Saved per Ton of System Capacity

	Replace SZAC with SZHP
	Populate from App 3

	Replace SZAC with SZAC + HRV + DCV 
	Populate from App 3




POLICY REVIEW & COMMUNITY OUTREACH
California Energy Commission Approval
After adoption by [Council], the proposed local amendments to the California Energy Code must be approved by the California Energy Commission prior to becoming effective. Public Resources Code Section 25402.1(h)(2) and Section 10-106 of the Building Energy Efficiency Standards establish a process that allows local adoption of energy standards that are more stringent than the statewide standards. Under this process, the California Energy Commission requires any local amendments to the California Energy Code (Title 24, Part 6) that affect energy use in regulated buildings to be cost-effective and use less energy than the standard requirements. The attached and previously referenced cost-effectiveness study published by the California Energy Codes and Standards Statewide Utility Program, which includes the State's Investor-Owned Utilities (PG&E, SDG&E, and SCE), show that the proposed requirements are cost-effective and will result in a reduction in energy use.

California Building Standards Commission Filing 
After adoption by the City Council, the proposed local amendments to the California Energy Code must be filed with the California Building Standards Commission prior to becoming effective. California Health and Safety Code Sections 17958.5, 17958.7 and 18941.5 provide that the [Jurisdiction] may make changes or modifications to the building standards contained in the 2025 California Building Standards Code based upon express findings that such changes or modifications are reasonably necessary because of local climatic, geological or topographical conditions. These conditions are stated in the findings in the ordinance.  

Community Outreach 
[Describe outreach events in the community prior to reach code adoption]

Implementation 
The policy would be implemented via an [additional/modified] intake form required at time of building permit application. Building staff would review the application for consistency with the policy and verify correct installation as part of the standard inspection process.  

Next Steps 
If the [Council] approves the first reading of the ordinance on [date], the second reading to approve the ordinance will be on [date]. After approval by City Council, the ordinance will be submitted to the California Building Standards Commission and the California Energy Commission (CEC) for approval as local modifications to the California Energy Code. The ordinance is anticipated to become effective [date or after the final approval by the City Council and the California Energy Commission and final filing with the California Building Standards Commission].

	Task 
	Timeframe 

	Second reading of the draft Ordinance (Attachment A) and submittal to the California Energy Commission and California Building Standards Commission 
	 

	Develop implementation forms, training, and help desk services 
	 

	Receive approval from the California Energy Commission and California Building Standards 
	 

	Policy goes into effect 
	




CALIFORNIA ENVIRONMENTAL QUALITY ACT (CEQA) DETERMINATION 
 [This text should be prepared by qualified staff and should match the content and tone of the ordinance. Two samples are provided below. Edit as needed] 
Staff’s recommendations are found to be exempt from CEQA under the general rule, 15061(b)(3), because it can be seen with certainty that the provisions contained herein would not have the potential for causing a significant effect on the environment. Further, this ordinance is also exempt from CEQA under the categorical exemptions in Section 15308 of the CEQA Guidelines in that the proposed ordinance would institute regulatory requirements intended to protect the environment and natural resources.
This ordinance is exempt from CEQA under 15061(b)(3) on the grounds that these standards are more stringent than the State code, there are no reasonably foreseeable adverse impacts and there is no possibility that the activity in question may have a significant effect on the environment.

FISCAL IMPACT 
[Discuss property tax valuations or other impacts from the policy.] 

ALTERNATIVES 
1. [XXXXXX] 
2. [XXXXXX] 


ATTACHMENTS 
A. Ordinance Adopting the [Policy name] 
B. 2025 Nonresidential Alterations and AC to HP Cost-Effectiveness Study 
C. Version of the Ordinance Showing Markup of State Energy Code 
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Appendix 1: Up-front Costs by Climate Zone 
Use the table below to populate Table 1. The values in Table A1 represent up-front installation costs for 7.5-ton, 10-ton, and 15-ton systems for small office and medium retail units in all vintages and building types modeled in the Nonresidential Alterations and AC to HP Cost-Effectiveness Study. The values in this table do not reflect lifecycle costs, which include equipment replacements over thirty years. 
*Note: Based on the cost-effectiveness study results, there may be an opportunity to extend the requirements to units up to 20 tons in Climate Zones 12 and 13, but further analysis is needed. Jurisdictions in these climate zones that are interested in exploring this opportunity should contact info@localenergycodes.com for more information.
 Table A1: Initial Costs of Replacement Systems (SZAC is State Code Minimum)
	
	7.5-Ton Systems
	10-Ton Systems
	15-Ton Systems

	Climate Zone 
	SZAC
	HP
	SZAC + Efficiency
	SZAC
	HP
	SZAC + Efficiency
	SZAC
	HP
	SZAC + Efficiency

	CZ 01
	$23,338 
	$23,530 
	 $30,796 
	$26,706 
	$27,328 
	 $34,164 
	 NR 
	 NR 
	 NR 

	CZ 02
	$26,455 
	$26,647 
	 $35,022 
	$29,823 
	$30,445 
	 $38,390 
	$39,256 
	$45,559 
	 $47,823 

	CZ 03
	$26,303 
	$26,502 
	 $31,776 
	$29,804 
	$30,450 
	 $35,277 
	$39,609 
	$46,160 
	 $45,082 

	CZ 04
	$26,309 
	$26,508 
	 $31,792 
	$29,800 
	$30,444 
	 $35,282 
	$39,575 
	$46,107 
	 $45,058 

	CZ 05 
	$23,379 
	$23,570 
	 $28,059 
	$26,750 
	$27,372 
	 $31,431 
	$36,193 
	$42,502 
	 $40,874 

	CZ 06
	$23,314 
	$23,505 
	 $30,766 
	$26,672 
	$27,292 
	 $34,124 
	 NR 
	 NR 
	 NR 

	CZ 07
	$23,843 
	$24,041 
	 $31,448 
	$27,337 
	$27,982 
	 $34,942 
	 NR 
	 NR 
	 NR 

	CZ 08
	$23,917 
	$24,116 
	 $31,550 
	$27,408 
	$28,052 
	 $35,040 
	 NR 
	 NR 
	 NR 

	CZ 09
	$23,372 
	$23,564 
	 $30,841 
	$26,744 
	$27,366 
	 $34,213 
	 NR 
	 NR 
	 NR 

	CZ 10
	$23,917 
	$24,116 
	 $31,550 
	$27,408 
	$28,052 
	 $35,040 
	 NR 
	 NR 
	 NR 

	CZ 11
	$23,933 
	$24,132 
	 $28,688 
	$27,437 
	$28,084 
	 $32,192 
	$37,252 
	$43,810 
	 $42,007 

	CZ 12
	$23,980 
	$24,178 
	 $28,753 
	$27,477 
	$28,123 
	 $32,250 
	$37,272* 
	$43,817* 
	 $42,046* 

	CZ 13
	$23,901 
	$24,100 
	 $28,651 
	$27,398 
	$28,044 
	 $32,148 
	$37,194* 
	$43,739* 
	 $41,943* 

	CZ 14
	$23,246 
	$23,437 
	 $27,886 
	$26,617 
	$27,240 
	 $31,258 
	 NR 
	 NR 
	 NR 

	CZ 15
	$23,356 
	$23,548 
	 $28,033 
	$26,724 
	$27,346 
	 $31,401 
	 NR 
	 NR 
	 NR 

	CZ 16
	$23,372 
	$23,564 
	 $28,044 
	$26,754 
	$27,379 
	 $31,426 
	$36,227 
	$42,556 
	 $40,898 





Appendix 2: Average Net Present Value (NPV) (on-bill) per Ton of System Capacity by Climate Zone 
Use the values from Table A2 below to populate Table 2 in the body of the report. The values in Table 2 represent on-bill NPV savings (costs) for each ton of system capacity for cooling systems. These estimates reflect the reach code policy pathways for each climate zone. These values are averaged across all applicable vintages, and reflect small office and medium retail buildings modeled in the Nonresidential Alterations and AC to HP Cost-Effectiveness Study. Negative numbers indicate that the additional cost of AC efficiency measures is not offset by lower lifetime energy bills. 
Table A2: NPV of Lifetime Savings (Costs) Relative to State Code Minimum
	Climate Zone 
	SZHP
	SZAC + Efficiency

	CZ 01
	 $2,109 
	 $1,301 

	CZ 02
	 $1,466 
	 $833 

	CZ 03
	 $1,209 
	 $(1,721)

	CZ 04 (PG&E)
	 $646 
	 $(862)

	CZ 04 (CPAU)
	 $2,114 
	 $(877)

	CZ 05 (PG&E)
	 $808 
	 $(765)

	CZ 05 (SCG)
	 $333 
	 $(1,038)

	CZ 06
	 $563 
	 $(475)

	CZ 07
	 $260 
	 $(275)

	CZ 08
	 $326 
	 $432 

	CZ 09
	 $415 
	 $512 

	CZ 10 (SDG&E)
	 $245 
	 $1,077 

	CZ 10 (SCE)
	 $419 
	 $717 

	CZ 11
	 $654 
	 $(828)

	CZ 12 (PG&E)
	 $837 
	 $(830)

	CZ 12 (SMUD)
	 $1,711 
	 $(752)

	CZ 13
	 $421 
	 $(963)

	CZ 14 (SDG&E)
	 $167 
	 $(901)

	CZ 14 (SCE)
	 $549 
	 $(823)

	CZ 15
	 $9 
	 $(59)

	CZ 16
	 $776 
	 $(905)




Appendix 3: GHG Emission Reductions (average annual metric tons) per Ton of System Capacity by Climate Zone 
Use Table A3 below to populate Table 3 in the body of the report. The values in Table 3 represent first-year greenhouse gas emissions reductions for each ton of system capacity. These values are averaged across all applicable vintages, and reflect small office and medium retail buildings modeled in the Nonresidential Alterations and AC to HP Cost-Effectiveness Study.
Table A3: First-Year GHG Reductions (metric tons) Compared to State Code Minimum
	Climate Zone 
	SZHP
	SZAC + Efficiency

	CZ 01
	0.43
	0.25

	CZ 02
	0.20
	0.15

	CZ 03
	0.20
	0.09

	CZ 04
	0.13
	0.06

	CZ 05 (PG&E)
	0.15
	0.07

	CZ 05 (SCG)
	0.16
	0.07

	CZ 06
	0.08
	0.05

	CZ 07
	0.06
	0.04

	CZ 08
	0.05
	0.05

	CZ 09
	0.06
	0.06

	CZ 10
	0.06
	0.06

	CZ 11
	0.11
	0.09

	CZ 12
	0.15
	0.09

	CZ 13
	0.09
	0.08

	CZ 14
	0.10
	0.11

	CZ 15
	0.00
	0.02

	CZ 16
	0.29
	0.09
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