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» 8 42003 Overview of Presentation
gy

e Regulatory and Market Drivers
— Developments in Gas Market
— Electric restructuring — stuck in the big muddy
— State budget crises




S ()3 Gas Market Trends: Is the party
 ET1E over?
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&2003 Using_ Demand Manager_nent to
~r.=rgy Stabilize Natural Gas Prices

* New gas supplies are needed, but...
— In the near-term, limited ability to expand production

— Long-term forecasts suggest that high gas prices will
persist for 5-7 years

e Demand management efforts can:




26\52003 Demangl Management
cr4rgy  Strategies to reduce Gas Use

« Electric end-use efficiency and conservation
likely to offer “biggest bang for the buck” to
reduce gas demand

e (as end-use efficiency and conservation also
offer significant opportunities




Ry Electric efficiency can back off
~2003 natural gas plants operating on

\ = >
the margin
Natural Gas Fired Plant Capacity (GW) as Percent of Total*
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:6\52003 Many un-tapped o_p_portunities
cr=rgy  for natural gas efficiency

Gas Energy Efficiency Potential (2020)*

» Ratepayer funds for natural gas

o) . - Measure Savings Avg. Cost
efficiency lags behind electric (Bcf) ($/therm)
P _ _ Residential
ef_flc_:lency ( $150M vs. ~$1 Duct/Air Sealing 310 0.45
Billion) Windows 233 0.15
. . New Homes 178 0.40
» Natural gas public benefits Furnaces/boilers 162 0.48
. . - Appliances 53 0.86
mechanisms established in e s = B
A\/Ara 1tes: A (S63 NV \ pommercia




—~337())3 Electric Restructuring: Stuck in

.

“r14rgy  the big muddy?

» Federal-State Regulatory Conflicts

—Two visions: Embrace wholesale market and
adopt supporting retail market policies vs.
Maintain vertically-integrated utility regime
under state regulation




—2003
=20=rgy

e CPUC requires long-
term resource
procurement plans

o Utilities directed to
“consider investment

Fund

illion

$200

$150

California Utility Resource Plans
Supplement EE Public Benefits

CA IOU Proposed Annual Budgets

2004-2008

O DR Procurement
B EE Procurement
0O Public Goods Charge




/\32003 Historical Trends in Electric
<Zirgy Energy Efficiency Spending
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| :ZAZW.? Electric_: Energy Efficiency
2 4rgy  Spending by State

Electric Energy Efficiency Spending in 2000 ($ million)

$ Million
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~=2003 Energy Efficiency Programs:
=gy Looking Forward

* Public Benefits Programs under pressure due to state
budget problems
— Wisconsin: 38% budget cut ($47 M over next two years)

— Connecticut: Energy efficiency fund cut by 32% for 7 years ($87M to
59M/year)

» Pressure for increased EE spending in some states that are




/42003 “Top Ten” Electric EE Incentive

<= fw Programs for Federal Customers

- Annual
Administrator Program :
Funding
NYSERDA Commercial/Industrial $30 M

Performance Program
New Construction Program  $28 M

California Utilities Express Efficiency $23 M
Savings by Design $22 M
Standard Performance $20 M

Contracting




Website

http://pnnl-utilityrestructuring.pnl.gov/energymanagement/energymanagement.htm

These states have both EE
and DR programs

These states have DR
programs only

These states have EE
programs only

These states have no EE or
DR programs.




[J Often funded with a
small additional
charge on electric

rates — system

benefit charge




/42003

Funding Levels Vary by State

WS « 4
f Annual Funding ($ million) Funding Duration

CA $135 1998 — 2012

CT $15 — $30 2000 — indefinite
DE $1 (maximum) 10/1999 - indefinite
IL $5 1998 - 2007

MA $30 — $20 1998 — indefinite
MN $9 2000 — indefinite
MT $2 1999 — July 2003
NJ $30 2001 — 2008




: /\42003 Funding Levels are Substantial
<=i4qy

4.0
350 [ Annual, all states (left scale) 35
Cumulative (right scale
300 (rig ) / 3.0
© 250 - — [ ] —/ - 25 &
%) _~ _
) ] N [ ] 5
S 200 - // - 20 <
S 150 // - 15 @
"
100 1 - 1.0
_~1
_—~
50 || /,,/ | 05
—/
0 : 0.0
(0] (e)) o — (9] o < Lo (o] N~ o0 (@)] o —
(@)} (@)} o o o o o o o o o o — —
(@)} (@)} o o o o o o o o (@) o o o
i — AN N AN AN AN (9\] N (9\] (9\] (9\] (9\] (9\]




Key Renewable Energy Public Benefit
L~
1 53%003Programs for Federal Customers

1) Rebate Programs for Customer-Sited Renewable
Energy (especially PV)

*  Programs exist in most states with renewable energy funds
e Largest, most lucrative programs in CA, NJ, IL, NY

e Incentive levels range from $2-$6/W, often capped at 50-60% of
installed cost

2) Customer Incentives for Purchasing Green Power




2003 The Big P
rgy The Big Picture

 Emerging natural gas demand/supply imbalance signals heightened
need for energy efficiency and renewables at Federal facilities
— Potential increases in natural gas and electric rates for Federal
customers

— An opportunity to help put downward pressure on prices for all
electricity and natural gas consumers

*  Public benefit and ratepayer _funds for energy efficiency &




