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Talking Points

A The Institute for Electric Efficiency

A Why is energy efficiency the first fuel for the electric
power industry?

A What regulatory structure are in place to foster electric
utility energy efficiency investments?

A What can we expect to achieve with energy efficiency
and demand response by 20207

A What is driving growth in energy efficiency and demand
response”?
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Institute for Electric Efficiency 1

www.edisonfoudation.net/IEE

A Mission and Governance

I To advance energy efficiency and demand response (DR) among
electric utilities.

I Management committee of 17 CEOs of IOUs. Chair, Jeff Sterba, PNM.

I Advisory committee of leading energy efficiency advocacy organizations
and policy makers

A Role of IEE

I Provide resources/information/best practices re: regulatory models for
energy efficiency and programs

i Provide forum for EE leaders for dialogue on advancing energy
efficiency (industry, advocacy, and government leaders)

I Identify and provide thought leadership around key energy efficiency
issues for electric utility industry
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Energy efficiency Is fundamental to the

power businesstour nlst o

A In US, 40% of CO, emissions gome from
00,

generatlon sector
kwh 9

A Energy efficiency is a cost effective way to:

I Reduce carbon emissions

I Moderate the expected growth in electricity demand
I Average cost = $0.035 per kWh saved
|

I Savings today about 70 billion kWh and 30 GW of
summer peak demand
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Energy efficiency critical in proposed federal

climate legislation

A Waxman-Markey climate change bill i HR 2454 (passed
June, 2009)

I Carbon reduction goals 1 EE will play a major role
A 17% below 2005 levels by 2020
A 42% below 2005 levels by 2030

I Efficiency and renewable electricity standard: 20% by 2020
A 1/4 can be met by energy efficiency (5% of the 20%)
A Governors can petition for up to 8% of the 20% to be met by EE

A 18 states already have energy efficiency resource standards
(EERS). Number expected to grow.

A 29 states (including DC) have RPS. 7 states allow EE to act as a
resource in the RPS.
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EIA Annual Energy Outlook 2009 forecast predicts

4,117 TWh by 2020 (growth of 399 TWh)

Electricity Forecast (TWh)
Source: EIA Annual Energy Outlook, Updated Reference Case, April 2009
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What can we expect to achieve with energy

efficiency and demand response by 20207?

A Energy efficiency forecasts
I EPRI: 372 TWh (maximum achievable potential) to 473 TWh
(economic potential) Asavedo by
i McKinsey: 1,080 TWh fAsavedo by 2

A Peak load reduction forecasts

I EPRI forecast: 79 GW (realistic achievable potential) to 147 GW
(maximum achievable potential) reduction by 2020 (Jan. 2009) 1
half due to energy efficiency; half due to demand response (DR)

I FERC DR forecast: 821 188 GW reduction by 2019 (June
2009)

OOOOOOOOOO

___ INSTITUTE FOR
Electric Efficiency 7




EPRI Nnmaxli mum achi evab

by 2020 relative to AEO baseline forecast

4200

—o— AEO Baseline (4/20/09 4117

A
4100 —8—EPRI MAP (est. /
4000
3900

372 TWh
3800 / 3745 | savings in 2020
3718 /

3700 .\\/./._.—.——H_H_d_.—_.

3600

Forecasted Usage
(TWh)

3500

3400
2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

__ INSTITUTE FOR

Electric Efficiency 8

FOUNDATION

-
The
P EDISON
‘




Utilities spent $3 billion on energy efficiency in 2008.
LBNL forecast of $6 B in 2015 and $7.5 B in 2020 --

likely on low side given carbon constrained future.

RatepayerFunding for EE
($billion, nominal)

2008 2015 2020

Source: LBNLO6s The Shi f t-FundedHnergy &ficerecpie of Ra't
the U.S. (October, 2009) by Galen Barbose, Charles Goldman, and Jeff Schlegel
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Aligning incentives for utilities to invest in
energy efficiency: three regulatory components

Program
cost
recovery

Lost margin Performance
recovery Incentives
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Aligning utility incentives: decoupling or lost

revenue recovery

September 2009

© 2009 The Institute for Electric Efficiency

http://www.edisonfoundation.net/IEE/
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Aligning utility incentives: performance

Incentives

September 2009

~'  © 2009 Institute for Electric Efficiency
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Demand response (DR) defined

A Load shifting by retail end-use customers typically during
summer peak demand due to

I Dynamic rates or other rate designs that incent customers to
shift load during high priced periods (e.g., pricing programs)
I Cash incentives to curtall or shift usage from peak to off-peak
periods (e.g., direct load control programs)
A DR events can be triggered by
I Economic conditions (prices spikes)
I Reliability conditions
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Realistic achievable potential (RAP): 44 GW of

summer peak demand savings by 2020 (EPRI)

Price-Response [
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Maximum achievable potential (MAP) : 66 GW of

summer peak demand savings by 2020 (EPRI)
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FERC national assessment of DR potential I much larger than

EPRI estimates. Aggressive scenarios flatten peak demand
growth

U.S. System Peak Demand Forecasts by Scenario

Source: ANational Assessment of Demand Response Potential, FERC (2009)
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Over 58 million smart meters will be deployed to mass

market customers over next 5 to 7 years (excluding
$4.5 billion in DOE stimulus funds)

Utility-Scale Smart Meter Deployments, Plans & Proposals*
September 2009

Deployment for
>50% of end-users
Deploymentfor
i1 <50% ofend-users

Smartgrid
demonstration sites

*This map represents smart meter deployments,
planned deployments, and proposals by investor
owned utilities and some public power utilities
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Smart meter platform and home area network
technologies will take EE and DR to new levels

«ﬁ» HAN communication

SmartMeter communication
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http://us.lge.com/products/model/detail/home appliances_cooking_electric ranges_LRE30755.jhtml

Energy efficiency and demand response are critical

resources for electric utilities and a national priority
going forward

A Energy efficiency will play a key role in dampening energy
usage growth.
I And, is least expensive way to reduce carbon emissions.

A Demand response will play a key role in flattening peak

demand in U.S. over next decade.

I Afew states now have peak demand reduction goals (e.g., MD,
Ohio, and PA)

A Smart meter platform and home area networks will open up
new innovations and applications for DR and EE.

___INSTITUTE FOR
Electric Efficiency 19




Reports and references

A Assessment of Achievable Potential from Energy Efficiency and
Demand Response Programs in the U.S. (2010-2030). EPRI,
January 2009

EIA Annual Energy Outlook Updated Reference Case. April 2009

A National Assessment of Demand Response Potential. FERC,
June 2009.

A Unlocking Energy Efficiency in the U.S. Economy. McKinsey, July
2009

A Moving toward Utility Scale Deployment of Dynamic Pricing in Mass
Markets. IEE, June 20009.

A Smart meter deployment map, IEE, September 20009.
www.edisonfoundation.net/IEE
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http://www.edisonfoundation.net/IEE

IEE website | targeted EE and DR information

resource -- www.edisonfoundation.net/IEE
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InsTrTUTE FOR.___ Advancing energy-efficiency proctices and
Electric Efficiency efficient pricing omong electric utilities.

Resource What's New
for m_dustry " Upcosieg Erens
& policy * ey Effieny
make rS Sucess Stories

Ask [EE

Program cost recovery?

Lost margins? Decoupling?
If the resources on this site
have not answered your
questions about program
design and best practices,
please contact us.
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For more information, contact:

Lisa Wood
Executive Director

Institute for Electric Efficiency
701 Pennsylvania Ave., N.W.
Washington, D.C. 20004-2696

Office: 202.508.5550
Mobile: 202.257.5040

lwood@edisonfoundation.net

www.edisonfoundation.net/IEE
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