The _ INSTITUTE FOR

‘/\\FO’EPJE?JE Electric Etficiency

Critical Role of Energy Efficiency in the Power Sector

Lisa Wood
Executive Director

CEE Industry Partners Meeting
October 15-16, 2008
New Orleans, LA




About IEE

Current challenges
Where we stand today
Where we “could” be & the role of EE

Key issues surrounding significant growth
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The Institute for Electric Efficiency

Mission:
— To advance energy efficiency practices and efficient
pricing among utilities

Role of IEE

— Provide resources/share information and best
practices/clearinghouse/discussion groups

— ldentify key issues & barriers/enablers
— Collaborate with advisory committee to advance EE
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Power industry challenges

Rising demand

Rising construction costs

Rising fuel costs

Shrinking generation reserve margins
Climate change

Difficult lending environments

Note: Projections in this presentation are based on the forthcoming EPRI-EEI Report , Assessment of
Achievable Potential for Energy Efficiency and Demand Response in the U.S. Forthcoming,
November 2008. EPRI Report No. 1016987
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Current Challenges: Usage (TWh) and summer

peak demand (GW) forecast*
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Source: Assessment of Achievable Potential for Energy Efficiency and Demand Response in the U.S.
EPRI — EEI Report, forthcoming, November 2008. EPRI Report No. 1016987
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Energy efficiency is fundamental to the

power business — our “fifth fuel”

EE Is a cost effective way to:

— Reduce carbon emissions

— Moderate the expected growth in electricity demand (EEI-EPRI
joint energy efficiency study, October 2008)

US power demand (i.e., usage) is expected to
Increase by 30% by 2030 (EIA forecast)

— EE programs can offset about 35% of expected growth in
electricity usage between 2008 and 2030, and

— EE and DR programs can offset about half of the of expected
Increase in summer peak demand between 2008 and 2030.
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EE Is a serious investment for the future — 398 TWh by

2030 (realistically achievable) vs. 63 TWh today

Historical vs Projected Savings Through EE: Realist  ic
Achievable Scenario
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EE realistically achievable potential (RAP)

— Reference case (EPRI-EEI report)
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Energy efficiency programs can save 398 TWh;

translates into >8% of electricity usage in 2030
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Savings potential: Residential (EPRI-EEI

Report)

- a a | E E E a ,
Electronics i
: ’ 2030
Cooling H t 2020
_ ) 2010
Appliances F §
C J
Lighting m
_ |
Water Heating F
_ |
Space Heating :’
Furnace Fans
I/ Ir" I/ I/ I./‘ I/ I/ I/ I/
- 5 10 15 20 25 30 35 40 45

Cumulative Energy Savings (TWh)

\
~
= -
The
P EDISON
‘|

__ INSTITUTE FOR

Electric Efficiency

FOUNDATION




Savings potential: Commercial (EPRI-EEI

Report)
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Savings potential: Industrial (EPRI-EEI Report)
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Plus energy efficiency programs reduce the carbon
footprint

KWh

Baseline Is paramount
M&V increasingly important with CO, price
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EE - fundamental to the power business; the

low hanging fruit. Is EE scalable?

Financial issues to make EE a sustainable business need
resolution

Cost recovery of EE program expenditures

Lost revenue recovery/electricity decoupling
— recovery of lost fixed costs due to drop in sales (a few states)

Performance incentives (lost investment opportunities)
— ROE on EE investments equal to other capital exp.

— ROE kicker (e.g., allowed ROE plus 500 basis points) for EE
investments (e.g., NV)

— Financial reward for meeting/exceeding EE program targets (% of
program costs, e.g., CT, MA, NH, RI)

Shareholder incentive equal to percent of net benefits of EE
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Peak Load &
the Role of Demand Response




Peak demand forecast — baseline vs.

realistically achievable (GW) (EPRI-EEI Report)
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EE and DR programs together can save 164 GW or 14.7% of

summer peak demand (GW) in 2030 — half EE and half DR
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Key Issues surrounding significant

growth in EE nationwide

1. EE business models/sustainability
—  EE cost recovery, incentives, disincentives.
— Range of best practices — one size does not fit all
— Measurement and valuation of EE savings
2. Dynamic pricing/demand response/AMI rollout
—  Dynamic prices/demand response important at retail level

—  Building new peaking plants to run 60-100 hours/year — very
costly!

3.  Well defined roles for utilities vs. 3" party EE administrators
4. Effective programs for low income customers
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IEE Management Committee — Investor-owned

utility CEOs

Chair Jim Rogers, Chairman, President, & CEO, Duke En€Emgyoration
Kevin Burke, Chairman, President and CEO, Cons@ati&dison, Inc.
Michael Chesser, Chairman and CEO, Great Plaingygniac.

Peter Darbee, Chairman, CEO and President, PG&poCation
Anthony Earley, Chairman and CEO, DTE Energy Corgpan

Alan Fohrer, Chairman and CEO, Southern CalifoEd&on Company
Peggy Fowler, President and CEO, Portland Genézatrie

Lewis Hay Ill, Chairman and CEO, FPL Group, Inc.

Richard Kelly, Chairman, President and CEO, Xceagn Inc.
Thomas King, President, National Grid USA

David McClanahan, President and CEO, CenterPoietdyn Inc.

David Ratcliffe, Chairman, President and CEO, SemtifCompany
John Rowe, Chairman, President and CEO, ExelonoCairpn

Charles Shivery, Chairman, President and CEO, MasthJtilities
Jeffry Sterba, Chairman and CEO, PNM Resources, Inc

Dennis Wraase, Chairman and CEO, Pepco Holdings, In

Michael Yackira, President and CEO, Sierra Pa&tsources
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IEE Advisory Committee — EE advocacy groups,

regulators, government, EPRI, and CEE

Charles Acquard, Executive Director, National AssociatiortaieSJtility Consumer
Advocates

Kateri Callahan, President, Alliance to Save Energy

Ralph Cavanagh, Co-Director, Energy Programs, Natural Res@et=sse Council
Mark Crisson, President and CEO, American Public Power As&otT

Dan Delurey, Executive Director, Demand Response and Advancedrg&@malition
Stephen Doig, Vice President, Rocky Mountain Institute

Glenn English, Chief Executive Officer, National Rural Eiec@looperative Association
Charles Gray, Executive Director, National AssociationeduRatory Utility
Commissioners

Marc Hoffman, Executive Director, Consortium for Energfrdigncy

Kathleen Hogan, Director, Climate Protection PartnershiSsEPA

Steve Nadel, Executive Director, American Council for arrggng&fficient Economy
Carl Pope, Executive Director, Sierra Club

David Rodgers, Deputy Assistant Secretary for Energy Effoy, Office of Energy
Efficiency and Renewable Energy, US Department of Energy

Steve Specker, President and Chief Executive Officer, Eld&twer Research Institute
Jon Wellinghof, Commissioner, Federal Energy Regulatory Commissio
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Role of Institute for Electric Efficiency

Educate

— Within the power sector
— Work with advisory group members

Communicate

Collaborate
— With advisory group members

Advance EE practices and efficient pricing Iin
power sector
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Check out the new IEE website

Our
new
look
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For more information, contact:

Lisa Wood
Executive Director

Institute for Electric Efficiency

The Edison Foundation

701 Pennsylvania Ave., N.W.

Washington, D.C. 20004-2696

202 508 5550

lwood@edisonfoundation.net

http://www.edisonfoundation.net/IEE




