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NAPEE’'S VIEW

National Action Plan for Energy Efficiency

Vision for 2025.

A Framework for Change

“The long-term aspirational goal for the Action Plan is
to achieve all cost-effective energy efficiency by the
yvear 2025. Based on studies, the efficiency resource
available may be able to meet 50 percent or more
of the expected load growth over this time frame...”
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ACEEE’s VIEW

ACEEE:
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Energy Efficiency Resource Standard (EERS)

For 20 years, ACEEE's ACEEE PRIGRTIES

energy efficiency
experts have heiped to Congress should....
shaps our nation's
energy efficiency

e g :_::"35, e FEstablish a federal EERS with 15% electricity and 10% natural gas savings by

agenda. We achieve 2020, including savings from efficiency programs, improvements to building codes

our success through and equipment eﬁlmency standards, combined heat and power, and d|str'ibut|n::ln

- gonducting in-depth eliciency. AltFvraRely, tn 5 :
techrical & poficy _Eﬁilﬂg.ﬁ_flﬂm_ﬂﬂdﬂs_ﬁﬂﬂjjﬂﬂﬂﬂtdﬁ_ﬂ[iﬂﬁim.ﬁi

: ;,ji_'.“;";ﬁ;’ *  Allow for flexibility mechanisms so ufilities may purchase or transfer electricity
policymakers, savings and nafural gas savings from other enfities, including other retail eleciricity
enEmgy and natural gas distributors, states, or third parties (such as ensrgy service
Eh"j‘f‘ff"':'"ﬁ = companies) within the same state or power pool.

3 ":;'.;ig;?mh“ﬁ, i * Encourage states to implement a state EERS that meets federal guidelines or to
o s administer a federal EERS.

. ;;i:}:iéz;mi * Encourage ufilties to coordinate energy efficiency programs to maximize ensrgy
conferences savings on a statewide basis.
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A 10% reduction over 10 years is equivalent to an average annual
load reduction of less than 1% per year.




California’s View

Tl 6 Summary of Uttty Proposed Savings Goals and Potential

Dy the Year 2016
Eléclric Enérgy Consumplion

Teghnical | Economic | Propdsad |Economicas| Proposed | Proposed
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Note: In 2015, AmerenUE’s RAP is 30% of
Economic and MAP is 45% of Economic.




Vermont’s View

Vermont Comprehensive Energy Plan 2009
And Update to the 2005 Twenty-Year Electnic Plan

PUBLIC REVIEW DEAFT

Page I11-28: “Itis critical to

recognize that DSM is
inherently difficult to
measure. In Vermont, the
vast majority of published
DSM savings are actually
based on estimates before
the programs were
implemented. In other
words, these numbers are
not based on any type of
assessment after the
programs have been putin
place.”




Other States
Reported Load Reductions

Table6. 2007 Increm ental Electricity Savings by State:
Total, Percent of Electricity Sales, and Score

2007 Total Savings as

Incremental Percent of
Elec. Savings Electricity
State {MWh}) Sales Ranking Score
emnont 105,203 1.8% 1 5
Califomia 3,393,016 1.3% ] 5
H any aii 124,830 1.2% 3 ]
Counnechicul 371,699 1.1% 4 2
Maine 107,734 0.91% 5 45 :
Cregon 437 A 0.90% 6 4.5 ApPrOXImater
Massachusetts 489,672 0.86% 7 4
Rhade Island 54,995 0.81% ] 4 750/0 Of
Washington 535,062 0.74% g a5 9
lowa 32177 0.71% 10 3.5 vermont s
MNew Harmpshire 70,937 0.70% 11 3.2
Minnesota 463 543 0.68% 12 as purported
Wiscansin 467725 0.66% 13 as .
Nevada 233212 065% 14 35 energy savings
Utah 139,000 0.50% 15 25 f CFL
Idaho 103,000 043% 16 25 come 1rom S.
Arzona 312,736 041% 17 X °
N ew rork 540,612 0.36% 18 z Where will the
MNow Jorsey 242 270 0.30% 10 F °
Crlnradn 146577 no9% on 7 Sa‘"ngs come
Morntana 43,329 0.28% 21 2
Florida 348,208 0.15% 22 1 from pOSt EISA?
Texas 457 808 013% 23 il
Kansas 3,726 0.09% 24 0.5
Tennessee 63,547 0.06% 25 0.5
MNow Mexico 10,241 0.05% 26 0s
Nehraska 6,902 0.02% 27 o
28 0
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Source: 2009 ACEEE State Scorecard
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What |Is Massachusetts Up To?

Massachusetts approves 3-year,
$2.2B efficiency effort

by Kelly Harrington

Massachusetts regulators have backed plans for the state’s electric
and natural gas utilities to invest roughly $2.2 billion in efficiency
measures over three years.

* Funded over 3-years with $1.7 billion from distribution charges on electric
bills

e Energy savings target of 2.4% of electricity sales by 2012
— Utilities have to meet 75% of goal to not be subject to penalties

This Plan calls for an increase by 2012 in annual savings of nearly triple 2008
levels and increased expenditures on energy efficiency programs of 310% when

compared with 2008 expenditures.
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Massachusetts/Missourl

e Massachusetts e Missouri

— Pop: 6.6 million — 6.0 million

— Avg. retall rate: 14.36 — Avg. retall rate: 4.32
cents/kWh cents/kWh

— $1.7 billion 3-year — MO'’s equivalent EE
electric EE plan is budget to MA for 3-
$257 per capita years would be $1.5

— DSM consistency: billion
20+ years experience — DSM consistency: 5

years or less

’ Note: MA historical retail rate was closer to 18 cents/kwh but
recent economic conditions have lowered the market price of
NI
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How Can Potential Studies Vary By
Multiples??

I Comparison between EPRI and McKinsey
energy efficiency potential values, year 2020

2020 Electricity Energy Efficiency Potential
(Relative to AEO 2008 Reference Case)

T‘!F{h ~60
Billion KWh | I
=120
~180
[ ~s0 |
| ~ 160 ‘
~260
473
arz
141
EPRI EPRI EPRI McKinsey McKinsey  McKinsey McKinsey — McKinsey  EPRI McKinsey
Realistic Maximum  Economic  includes includes includes  allows assumes estimates  NPy-
Achievable Achievable Potental more types widersetof additional accelerated 9‘-'0|U?I0n|0f greater Pasitive
Potential  Potential of technologies market  equipment  LED lighting heatpump Potential
electrical in selected segments replacement technnlngy and )
devices! end-useas (i.e. prior to &econommsqomlmerclal
end of life)  overtime®  lighting

potential?
1 Includes small differences intechndogy performance and cost assumptions, discount rates, and electricity rates betwesn the two reports
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What Is All Cost Effective Energy
Efficiency?

|t has not and probably will never be defined
with any certitude

e |t definitely is not defined as all energy efficiency
with a total resource cost test > 1.0.

 Few organizations have achieved load
reductions of 2% In a single year much less for
multiple years. Those that have relied upon CFL
sales for the majority of savings.

 States that dare to target 2% load reductions
have concomitant budgets in the range of $1.7
billion for a 3-year electric implementation plan.
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/1Ameren UE




States With Aggressive DSM
Targets Typically Have...

e Rate caps that effectively limit load
reductions to a fraction of the goal

* Re-openers to allow Commissions to reset
goals based on state or utility specific
evidence

 Inclusion of utility infrastructure efficiency
Investments towards meeting goals

e Reciprocity with a portion of renewable
energy targets
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Observations

 Thereis no evidence to support that an annual load reduction
of 2% is reflective of all cost effective energy efficiency.

* All cost effective energy efficiency and economic potential are not
equivalent in any state

 Based on the 2009 ACEEE state scorecard, only 4 states have
purported energy efficiency savings of greater than 1% of electricity
sales. The vast majority of those sales are attributable to CFLs.

 To achieve 2% load reductions, studies show an appropriate budget
would need to exceed $250 per capita which for a 3-year Missouri
implementation planning period exceed $1.5 billion in energy
efficiency program costs.

* For studies that claim there may be cost effective potential to reduce
load by as much as 2% per year, it is imperative that workpapers
that underlie the study be analyzed in detail.
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Recommendations

o All cost effective energy efficiency should be
defined as realistic achievable energy efficiency
developed using primary market research data
In a utility specific energy efficiency potential
study.

e Any customer opt out provisions should further
reduce the realistic achievable potential.

e A regulatory framework that does not provide the
financial basis to pursue all achievable energy
efficiency should further reduce the realistic
achievable energy efficiency potential.
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Appendices

* Energy efficiency legislation
— lllinois
— Minnesota
— lowa
— Michigan
— Ohio
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lllinols

* lllinois Power Agency Act of 2007

* 0.2% annual load reduction in 2008
Increasing to 2% beginning in 2015 and
continuing thereafter

e Rate cap of a cumulative 2% max. in 2011

A
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Can lllinois Achieve 2% Load
Reductions With A Max. 2% Rate Cap?

Figure 1. Annual Electric Achievable Acquisition Costs and Legislative Spending Caps
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=== High Achievable Potential === [\/ledium Achievable Potential

e | owAchievable Potential e e Fstimated IL Legislative Targets

No. Based on a study done by Cadmus, the Ameren lllinois Utilities
are expected to reach their 2% max cap in 2011 while achieving 0.8%

b\_‘ "/_.. annual load reduction.
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Minnhesota

e Next Generation Act 2007

— Goal: Achieve annual energy savings of 1.5% of annual retail sales

* 0.5% may be met through utility infrastructure efficiency
improvements

» Rate designs, appliance efficiency standards, building codes also
count towards meeting goals

— Rate cap: 1.5% of gross operating revenues

— Utilities may petition Commission for reduction of goals to 1.0% based
on results of recent potential study

— The Commission shall establish decoupling criteria and standards

N2
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lowa

e Senate File 2386

e SB 2386 also requires utilities to file
energy efficiency goals. In accordance
with this mandate, the IUB issued an order
In 2008 asking I0Us to submit plans
Including a scenario to achieve a 1.5%
annual electricity and natural gas
savings goal.
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Michigan

e Senate Bill #213

— Biennial incremental energy savings in 2008-2009 equivalent to
0.3% of total annual retail electricity sales in megawatt hours in
2007.

— Biennial incremental energy savings in 2008-2009 equivalent to
0.3% of total annual retail electricity sales in megawatt hours in
2007.

— Annual incremental energy savings in 2011 equivalent to 0.75%
of total annual retail electricity sales in megawatt hours in 2010.

— Annual incremental energy savings in 2012, 2013, 2014, and
2015 and, subject to section 97, each year thereafter equivalent
to 1.0% of total annual retail electricity sales in megawatt hours
in the preceding year

N2
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Michigan (con't)

* For any year after 2012, an electric provider may substitute renewable
energy credits ...to meet the energy optimization performance standard, if
the substitution is approved by the commission...subject to a maximum of
10%.

* Beginning 2 years after a provider begins implementation of its energy
optimization plan, the provider may petition the commission to establish
alternative energy optimization standards.

* A natural gas provider or an electric provider shall not spend more than the
following percentage of total utility retail sales revenues, including electricity
or natural gas commaodity costs, in any year to comply with the energy
optimization performance standard without specific approval from the
commission:

e (a)In 2009, 0.75% of total retail sales revenues for 2007.
e (b)In 2010, 1.0% of total retail sales revenues for 2008.
e (c)In 2011, 1.5% of total retail sales revenues for 2009.

* (d)In 2012 and each year thereafter, 2.0% of total retail sales revenues for
the 2 years preceding
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Ohio

e SB 221 Passed in 2008

— 0.3% annual savings in 2009
— 1.0% by 2014
— 2.0% 2019-2025

([l Benchmarks not reasonably achievable. If an electric utility determines that it is
unable to mest a benchmark due to regulatory, econmomic, or technological
reasons bevond its reasonable control, the electric utility may file an application
to amend its benchmarks. To the extent that forecasted peak demand and peak:

prices do not materialize for aconomic reasons, the electric ntility may be granted

& waiver of its benchmark for the difference befween actual performance and
expected performance of demand response programs.
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