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Less Good
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Annual Electric Utility Spending on Energy Efficien cy
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245 ($156M for LM)

IL = ave of 15t3 yrs

Source: CEE U.S. ENERGY-EFFICIENCY PROGRAMS
A $2.6 Billion Industry
2006 REPORT
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U.S. Electric Sector
CO, Emissions (million metric tons)

Source: EPRI

* Achieving all targets is very aggressive, but poten

tially feasible
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Efficiency

Technology

EIA 2007 Reference
Load Growth ~ +1.5%/yr

Load Growth~ +1.1%/yr

Renewables

30 GWe by 2030

70 GWe by 2030

I Nuclear Generation

12.5 GWe by 2030

64 GWe by 2030

Generation

Advanced Coal

No Existing Plant Upgrades

40% New Plant Efficiency
by 2020-2030

150 GWe Plant Upgrades

46% New Plant Efficiency
by 2020; 49% in 2030

Carbon Capture &
Sequestration

None

Widely Deployed After 2020

PHEV

None

10% of New Vehicle Sales by
2017; 2%lyr Thereafter

< 0.1% of Base Load in 2030

5% of Base Load in 2030
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Source: Je .
Global Warming: What Must be Done,

ACEEE Energy Efficiency as a Resource
Conference
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Company Location | Capacity (MW) Earliest COL
Filing

TVA/Duke/SC&G AL/SC/SC 2200/2200/2200 | October 2007/Fall
2007/Fall 2007

NRG TX 2600 Fall 2007

Dominion VA 1500 2007

Progress Energy FL 2200/2200 Jan 2008/July 2008

Entergy MS/LA 3000 Feb 2008/May 2008

Southern Company | GA 2200 March 2008

Constellation MD 1600 2008

Ameren/Amarillo/ MO/TX/NY | 1600/1600/3200 | 2008

Unistar

XU TX 3400 2008

FPL FL 3000 Late 2009

TOTAL 34,700

Source: Nuclear Energy Institute and Nuclear Regulatory Commission




Big Waves Are Not Big Versions of Little Waves

Seriously addressing climate and meeting some state
requirements (IL) means that for the first time the line
has to bend down.

Bending that line down requires that just about
everything has to change:

e Technology and the extent of technology integration
Metrics and measurement
Time horizon
Evaluation
Cost recovery and incentives
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For 25+ years energy efficiency has largely beenth e
province of regulatory affairs or marketing

departments — how do you think that shapes

business practices?

Results matter — increasingly they are all that
matters — and in more and more cases, results =
$$ for utilities and implementers.

But the industry generally lacks rigorous business
practices and that leaves money and savings on the
table.

Bending the line down requires that this be treated
as a business center with the equivalent of P&L
responsibility.



Objective: to maximize risk-adjusted return on portf

Each element
of the model
contributes to
both
production and
cost

olio investment

Typically find
inefficiencies in
each process that
can be corrected to
improve portfolio
yield



Portfolio-Based Planning
Maximize risk-adjusted return on portfolio investmen t

Risk Analysis — Know your own limitations
 PG&E
* Northwest Power and Conservation Council
« ComEd and Ameren

Real-Time Tracking — Always know where you are
Performance-Based Contracting — Spreading the risk
Build the Business Around Markets

Keep the number of programs down

The product is a service; keep it simple and delive  r it as though
you had competition

Build customer and ally loyalty
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Technology

30% - 50% of low-cost EE resource disappears with the effective banishment
of incandescent lamps — no obvious replacement

Need much more effective integration of emerging technology into portfolios
(white LEDs, smart devices)

Need to move toward more effective policy and program integration of EE, DG,
DR and AMI

Need to consider the process technology as well as widget technology
Metrics and measurement

Line-bending savings ultimately will require us to aim towards zero net energy
as opposed to % reductions from current use

This, in turn, likely requires new ways of determining “goodness”. Not clear the
standard practice approach to calculating cost-effectiveness will work

As increasing attention turns to process improvement, we need to figure out
better ways to measure non-widget-based savings

Time horizon

Many legislative and regulatory policies favor/force short-term thinking and
investment (annual targets, performance incentives)

But the line-bending solutions require long-term investment
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Cost recovery and incentives

Bending the line down used to be known as the death
spiral

No utility can support a long-term line-bending policy
unless the business model changes

 Falling sales almost inevitably means shrinking margins or
rising prices or both

* Need to reconsider the idea of selling energy service rather
than electricity or gas?
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California’s Energy Efficiency Strategic Plan
— http://www.californiaenergyefficiency.com

A Vision for a Sustainable and Competitive
Connecticut Business Climate

— http://lwww.ctsavesenerqy.org/ecmb/documents.php?
section=15

UK — Meeting the Energy Challenge

— http://mwww.defra.qgov.uk/environment/climatechange/u
k/enerqgy/whitepaper.htm




