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Overview:
Factors Affecting Our Energy Sector

« Some Factors Remain: Regulatory Models
 New Federal Legislation

« State / Federal Collaboration

 Economic Factors & Markets For Commodities

 Efficiency, Climate, and Infrastructure As
Increasingly Powerful Factors

o State Activities
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Iectric Utility Regulation Remains a
Hybrid System at the Retall Level




~Traditionally Structured States Operating
In Vertically Integrated Markets

« State Regulators Use Cost-based, Average
Price Methodologies — Southeast, Southwest,
Northwest

 Integrated Resource Planning of All Aspects of
Utility Operations — Generation, Transmission,
Distribution, Load Management/Demand
Response

« Some Regional Coordination — WECC; Southern
States Energy Board



(1) NARUC
= Restructured States Operating in
Organized Markets —

* Retail Customer Choice Available, but Little
Used

« State Regulators Manage Local Utility Access to
Wholesale Markets for the Benefit of Retail
“Standard Offer” Class
— Northeast, MidAtlantic, MidWest
— NJ Auction]

« Regional Coordination
— [OPSI, OMS]



~ Recent Developments (Since December
2007 EU/US Roundtable)

* Price Volatility in Natural Gas Commodity Prices
« Continued Upward Pressure on Electricity Prices

* Impact of Distress in Credit Markets on Capital
Formation

* Economic Downturn -- State Commissions
Prepare for Increased Stress on Consumers
during Upcoming Winter

 Increased Funding for Low Income Home
Energy Assistance Program (LIHEAP)



NARUC

Recent Developments (Continued)

Growing Recognition of Increased Supply
and Infrastructure Needs

DOE Files License Application with NRC
for Yucca Mtn Nuclear Waste Repository

Extension of Renewable Production Tax
Credits

Impact of Election on Administration and
Congress — Prospect of Climate
Legislation



) NARUC _ —
New Congressional Legislation

(EISA, December 2007)

“‘Energy Independence and Security Act” has significant implications for
regulators:

Establishes Program to Promote Investment in Smart Grid Technologies

— Directs State Commissions to Analyze Investment and Information Policies
Affecting Smart Grid Deployment

Promotes State-level Energy Efficiency Initiatives for Gas and Electric
Utilities
— Directs State Commissions to Analyze Costs/Benefits of Integrated Resource
Planning and Retail Rate Reform (Decoupling)
Establishes Program to Promote Combined Heat and Power Facilities

— Directs State Commissions to Analyze Benefits of Enhancing Grid Access for
Power Produced from CHP Facilities

— Directs DOE to Prepare Report on Benefits from Expansion of “Private Wires”
Constructed to Distribute Power Separated from the Grid

Directs FERC to Prepare National Action Plan for Demand Response




NARUC
FERC / NARUC Collaboratives

« NARUC and FERC Have Established Three
“Collaborative Dialogues” on Issues of Common
Concern

— Demand Response — Focus on Coordinating Implementation of
DR between Wholesale (FERC-regulated) and Retail (State-
regulated) Markets

— Competitive Procurement — Focus on Options for States to
Regulate Procurement of Power Supplies by Load Serving
Entities from Competitive Wholesale Markets

— Smart Grid — Focus on Coordination of State and FERC Policies
to Promote/Regulate Investment in Smart Grid Technologies




(T) NARUC
| State Responses to Climate Change

* Implementation of Regional Cap-and-Trade Programs

Regional Initiatives

- Western Climate Mi
idwestern Greenhouse RGGI
Initiative Gas Reduction Accord -
Weskern Climate Midwestern Greenhouse Gas
Initiative - Obsarver Reduction Accord - Observer

Source: Pew Center on Global Climate Change




NARUC

Efficiency Approaches

« Enhanced Commitment to Energy Efficiency — NJ, CA, NC;
« Commitment to Pursue National Action Plan for Energy Efficiency (NAPEE);
« Rate Reform-Decoupling

ME
F 4
MT ND
sD *
WY RI
1A MNJ
NE
KS
Bl
Area
. OK
N sSC in Detail:
Ms | AL\ GA MO DE
T
LA bDC
FL
Legend
@ Adopted Gas Decoupling (13)
r/7] Pending Gas Decoupling (11) s
—1 No Gas Decoupling (27) S
57 Adopted Electric Decoupling (5) 20 ’
Pending Electric Decoupling (6) HI
] No Electric Decoupling (40) _R C




ate university

North Carolina Solar Center

DI RE: www.dsireusa.orqg March 2008

Renewables Portfolio Standards

MN: 25% by 2025

(Xcel: 30% by 2020) VT: RE meets load
|3 *NV: 20% by 2015 | 2015

ME: 30% by 2000
10% by 2017 - new RE

| 3 NH: 23.8% in 2025 |
MA: 4% by 2009 +

1% annual increase
, |_RI: 16% by 2020 |

| CT: 23% by 2020 |
| £t NY: 24% by 2013 |

{:2 CO: 20% by 2020 (ious) '?E ; s, | ¥t NJ: 22.5% by 2021 |
*10% by 2020 (co-ops & large munis)| ki _’ AR | T PA: 18% by 2020 |

------- . | ¥t MD: 9.5% in 2022 |
{} NC: 12.5% by 2021 (10Us) [ *DE: 20% by 2019 |

10% by 2018 (co-ops & munis)
| 3 DC: 11% by 2022 |
[ *VA:12% by 2022 |

growth by 2012

*WA: 15% by 2020

ND: 10% by 2015

WI: requirement varies by
utility; 10% by 2015 goal

OR: 25% by 2025 (large utilities)
5% - 10% by 2025 (smaller utilities)

CA: 20% by 2010

It AZ: 15% by 2025

1 NM: 20% by 2020 (I0Us)
10% by 2020 (co-ops)

TX: 5,880 MW by 2015 |

[ HI: 20% by 2020 | [l state RPS
7‘. - State Goal
' X Minimum solar or customer-sited RE requirement @ Solar water
* Increased credit for solar or customer-sited RE heating eligible

PA: 8% Tier 1/ 10% Tier Il (includes non-renewables)



Conclusions

* The State of the World Economy and the
2008 Election is Likely to Transform US
Energy and Regulatory Policy

 We Look Forward to the World Forum on
Energy Regulation IV in Athens in October
2009 to Assess the Scope and Pace of the
Transformation



