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WHAT IS STEAB?

The State Energy Advisory Board (STEAB) is composed of State energy directors,
weatherization directors, other State officials, and representatives of State and local
interests. The Board’s statutory charge is to develop recommendations for the U.S.
Department of Energy (DOE) and the U.S. Congress regarding initiation, design,
implementation, and evaluation of Federal energy efficiency and renewable energy
programs and policies. STEAB maintains a close working relationship with DOE’s
Office of Energy Efficiency and Renewable Energy and provides a conduit through which
Federal, State, and local voices can be heard at DOE and other offices of the Federal
Government. STEAB also offers a forum for the exchange of ideas and information on
energy issues and policies.
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EXECUTIVE SUMMARY

As this Ninth Annual Report of the State Energy Advisory Board (STEAB) is written, the
nation is in the midst of a serious energy situation that calls for both long- and short-term
solutions to our energy problems. This situation requires a comprehensive and diverse energy
portfolio for our country, in which energy efficiency and renewable energy technologies and
programs can, and must, be critical components of the portfolio. Energy efficiency and
renewable energy technologies provide a hedge against the price volatility of today’s
predominant fuels, they provide portfolio diversification, and they can significantly reduce our
energy demand growth rate. Energy efficiency and renewable energy technologies are cost
effective and commercially available and can be put in place swiftly enough to address short-
term needs. They do not require the types of long-term expenditures associated with
geological exploration and resource proving, nor do they incur the delays associated with
permitting processes and construction. Moreover, and perhaps most importantly, energy
efficiency and renewable energy technologies and programs offer far superior benefits to the
environment.

With this in mind, STEAB believes that energy policies, with energy efficiency and renewable
energy technologies and programs as fundamental elements of these policies, should be
designed to assist in meeting the following critical national goals:

1. Strengthen the economy

2. Ensure energy/electricity reliability
3. Maintain national security

4. Ensure energy affordability

5. Protect the environment.

This report focuses on these critical goals and demonstrates how energy efficiency and
renewable energy support these goals. The report describes some of the energy efficiency and
renewable energy programs being developed and implemented nationwide in support of these
goals. It also reports on the lessons learned by States and localities about how energy affects
our nation’s critical goals and recommends courses of action to secure our nation’s supply of
economical, reliable, affordable, and clean energy.

STEAB offers to the U.S. Department of Energy (DOE), the U.S. Congress, and the public the
following findings, conclusions, and recommendations concerning energy efficiency and
renewable energy programs and policies:

* STEAB recommends that the Federal Government assert its energy leadership by
implementing a balanced energy portfolio that recognizes the compelling advantages
of energy efficiency and renewable energy in meeting the nation’s energy needs. The
Federal Government also should acknowledge the role of the States as partners in
implementation.

» STEAB supports the extension of incentives such as the energy production credit,
which has been a major catalyst for the growth of wind power over the past several
years. New incentives for efficiency measures for improving building or vehicle
energy performance would prove particularly useful in responding to the immediate
pressures of higher fuel prices while providing long-lasting benefits.
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STEAB strongly suggests that DOE revitalize and adequately resource its energy
emergency preparedness program, working with States to develop appropriate
response mechanisms. In particular, the Office of Energy Efficiency and Renewable
Energy (EERE) should tap its network of States and work with individual States, the
National Association of State Energy Officials, the National Community Action
Foundation, the National Association for State Community Services Programs, the
Association of State Energy Research and Technology Transfer Institutions, and the
National Energy Assistance Directors’ Association to revitalize the States’ energy
emergency network. EERE and the States should clarify roles and responsibilities,
conduct exercises, encourage the development of networks within States and regions
to deal with inter-fuel dependencies, and ensure that DOE management supports these
functions.

STEAB strongly recommends that State Energy Program (SEP) budget funding levels
be increased to strengthen energy technology innovations in the States during the
current nationwide energy crisis.

STEAB strongly supports the substantial increase in Weatherization Assistance
Program (WAP) funds recommended by the Administration to reduce the
disproportionate high-cost energy burden on low-income citizens.

STEAB encourages efforts to better focus the Rebuild America program to address
highest priority building and community needs, such as schools.

STEAB supports the use of hybrid vehicles for satisfying State purchases of
alternative fuel vehicles, as required by EPAct.

STEAB welcomes the precedents that have been set by Federal and State research and
development (R&D) collaborations and the development of Memoranda of
Understanding (MOUs) with States such as California and New York. STEAB
recommends expanding these MOUs to include smaller States. STEAB also strongly
encourages DOE and its national laboratories to continue to seek effective ways to
utilize laboratory expertise in solving problems and meeting needs in the States.

STEAB recommends that Corporate Average Fuel Economy (CAFE) standards be
expanded to include light-duty trucks and sport utility vehicles and urges DOE to work
with the Department of Transportation to develop an aggressive but achievable goal
for increased CAFE standards.

STEAB urges DOE to collaborate with the U.S. Environmental Protection Agency
(EPA), as well as State energy and environmental organizations, to establish protocols
for integrating energy efficiency and renewable energy technologies in State
Implementation Plans and to utilize the SEP mechanism wherever practical.

STEAB supports efforts to include carbon dioxide (CO,) in multi-pollutant air
emissions regulations.
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INTRODUCTION

“Rolling Blackouts Renewed in California’ “Gas May Approach $3 a Gallon in
Summer’> ‘“Albany Fearing Blackouts, Looks to Diesel Generators’> ‘“Senate Panel
Questions Gasoline Price Hikes”* “Rising Energy Prices Putting Squeeze on
Consumers’’s

Americans do not need headlines to alert them to the energy crisis. Clicking digits on the
dollars and cents face of the gasoline pump signal the rising cost of gasoline. Sticker shock
literally has hit home as well: the cost of home heating and electricity has doubled, tripled,
and even quadrupled in some parts of the country. Hotels in a number of cities now tack an
“energy” surcharge onto the room rate,® and occasionally news outlets report that airlines are
considering energy surcharges, as they did a decade ago.

news for an extended time. The Arab Oil Embargo of 1973
and subsequent price spikes prompted Congress to (1) create
a Cabinet-level energy agency (today’s Department of
Energy) and (2) establish programs to reduce America’s
dependence on unreliable foreign sources of oil. Legislative
initiatives included the establishment of a research facility to
develop renewable energy technologies (today’s National
Renewable Energy Laboratory), as well as several
State—Federal partnership programs to promote energy
efficiency and cost-effective renewable energy. One bill
provided the foundation for today’s State Energy Offices
(SEOs).

-'l:r.-"r ,-'/ ._;" ff Not since the 1970s has energy been page one, above-the-fold

Since then, Americans have enjoyed artificially low energy prices, especially by comparison
to other countries. Americans do not pay at the pump for the military costs associated with
maintaining our overseas oil supply lines; consequently, we do not realize the “true” cost of
gasoline (even though we pay the related costs through our taxes). Similarly, our electricity
bills do not reflect the full costs of generation, including environmental remediation or waste
clean-up. Among the consequences of inaccurate price signals were the tapering off of gains
in automotive fuel efficiency and the steady decline in public funding for State energy
programs during the decade of the 1990s.

1 The Washington Post, May 8, 2001.

2 Fred Bayles, USA Today, April 11, 2001.

3 The New York Times, March 21, 2001.

4 CNN, April 26, 2001.

5 Ibid., March 14, 2001.

6 Mello, Marina, “Hotels Check Out Energy Fee,” Atlanta Business Chronicle, March 30, 2001.
http://atlanta.bcentral.com/atlanta/stories/2001/04/02/story3.html.
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Most Americans view energy as an operating cost, but energy is the mission of DOE and its
national laboratories, SEOs, State weatherization programs, State energy research
organizations, and the various energy industries. Despite decreased public funding, R&D in
both energy efficiency and renewable energy continue to generate significant technology
improvements, and SEOs and weatherization programs continue to promote and facilitate
deployment of these technologies.

Between 1978 and 1996, DOE invested $8 billion in energy efficiency R&D; five
technologies, developed with just a fraction of this funding, resulted in net benefits of
$28 billion.” While the national economy has grown by 126 percent since 1973, energy use
fueling that growth has increased by only 30 percent.8 This is contrary to the conventional
wisdom, held as recently as 20 years ago, that there is an immutable one-to-one relationship
between Gross Domestic Product (GDP) and the energy required to produce it. Specific
technology improvements include new home refrigerators, which now consume only a third
of the electricity they used in 1972; compact fluorescent lights, which use a mere quarter of
the electricity of standard incandescent bulbs; and fuel-efficient cars that use a little more than
half the gasoline they did at the onset of the Arab Oil Embargo. This list is not comprehensive
by any means.

Energy efficiency and renewable energy technologies should be important elements of
a diverse energy portfolio for our nation. They can provide a hedge against the price
volatility of today’s predominant fuels, they provide portfolio diversification, and they
can significantly reduce the rate of growth in the nation’s energy demand.

The perspective of the STEAB on the role that energy policy should play in our national
priorities is this:

Energy policy and programs can, and should,
assist in meeting critical national goals.

As a general proposition, the following are fundamental goals, and meeting them is critical to
the well-being of our nation:

1. Strengthen the economy

2. Ensure energy/electricity reliability
3. Maintain the national security

4. Ensure energy affordability

5. Protect the environment.

Wide-ranging State and local energy efficiency and renewable energy programs, always
evolving to meet changing needs, serve these objectives. Arguably, if individual States,
communities, and the Federal Government had met these goals in the last decade of the 20th

7 “Scenarios of U.S. Carbon Reductions: Potential Impacts of Energy-Efficient and Low-Carbon Technologies by
2010 and Beyond,” Prepared by the Interlaboratory Working Group on Energy-Efficient and Low-Carbon
Technologies, Report Number LBNL-40533 or ORNL/CON-444, September 1997. Chapter 1, Pg. 1.4.
http://www.ornl.gov/ORNL/Energy Eff/labweb.htm.

8 National Energy Policy, “Overview,” p. xii.
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century—partly by maintaining the momentum toward energy efficiency that marked the
1980s—we would not be faced with the energy crisis that marks the beginning of the 21st
century. For example, in the face of impending electricity restructuring in the mid-1990s,
California cut by half its aggressive energy efficiency programs. Those programs had saved
Californians approximately 10,000 megawatts (MW) of power, avoiding the need to build 20
power plants. As part of its response to today’s crisis, the California Energy Commission is
ramping up demand reduction efforts and estimates the costs of these efforts at less than $100
per kilowatt (kW), considerably less than the cost of building new plants to generate the
equivalent amount of power.%

STEAB welcomes the opportunity to describe some of the energy efficiency and renewable
programs being developed and implemented throughout the nation. STEAB also is pleased to
report lessons learned by States and localities and to recommend courses of action to secure
our nation’s supply of economical, reliable, affordable, clean energy. The “bottom line” is
this:

Energy efficiency, conservation, and selected renewable energy technologies are cost
effective, commercially available, and an important part of the short- and long-term
solutions to our energy woes. These technologies and measures can be put in place
swiftly enough to address the current energy situation. They do not require the
expenditure of time and money for geological exploration and resource proving, nor do
they incur the delays associated with permitting processes and construction. Moreover,
energy efficiency and renewable energy continue to generate needed power for the life
of the product or measure as long as or longer than conventional power plants. Energy
efficiency and renewable energy programs also offer far superior benefits to the
environment.

9 Romm, Joseph, “Energy Czar for a Day.” www.TomPaine.com.
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ENERGY POLICIES AND NATIONAL GOALS

Following are lessons learned about how energy affects our nation’s critical goals and the role
of energy efficiency and renewable energy in serving those goals.

1. STRENGTHEN THE ECONOMY

Energy can be a boon to, or a drag on,

the economy. In the past, dollars spent Osage, lowa, Gets Boost from Energy Efficiency and
on energy were viewed solely as an Renewable Energy
operating cost or cost of production. | Inthe town of Osage, lowa, local business people calculated

This money left the local economy and | that every $1.00 spent on ordinary consumer goods in local
landed in a utility boardroom hundreds stores generated $1.90 of economic activity in the town’s
of miles away. (These days, as the economy. In comparison, petroleum products generated a

) L ¢ multiplier of $1.51; utility services, $1.66; and energy
electricity industry enters an era of | gffisiency $223 Moreover, the town was able to attract

restructuring and trends toward classic | desirable industries because of the reduced energy
oligopoly,!© those dollars can land | operating costs resulting from efficiency measures put in

thousands of miles away.) This | place by the town. Energy efficiency has a long and
philosophy of energy consumption successful track record in Osage as a key economic
signals the potential for “drag.” As this CEEleeny e

report is written, we as a nation are | Source: “The Jobs Connection: Energy Use and Local Economic
witnessing evidence of the “drag” Development,” Tomorrow’s Energy Today, U.S. Department of Energy, 1994.

potential.

If energy is viewed as an immutable operating cost, then when supply is limited or prices are
totally unlimited, the effects can be devastating. California was the first State to feel the
crippling effects of limited electricity supplies and skyrocketing natural gas costs. Some
California-based businesses are considering relocation to other States. They are unwilling to
contend with the high operating costs imposed by current energy prices and the lost
productivity resulting from rolling blackouts. Estimates put losses to the California economy
caused by electricity blackouts at up to $16 billion annually.

The pain of California’s energy situation is spreading as States in the Northwest start to feel
an energy pinch caused by multiple factors. Washington State is home to particularly energy-
intensive industries: food processing and refrigeration, aluminum, pulp and paper, petroleum,
and aerospace. The energy crunch has shut down the State’s smelters temporarily, and, as
residents anticipate a 25-35 percent increase in home energy costs, they are expected to lose
$600-700 million annually in disposable income. A decrease in job growth is anticipated over
the coming years, and high energy prices will make it difficult for Washington businesses to
compete.!!

10 Oligopoly is a market situation in which each of a few producers affects but does not control the market.

11 “Questions and Answers Concerning Impact of the Current Energy Situation on Washington State’s Economy,”
Prepared by: Washington State Office of Trade and Economic Development and Washington State Office of Financial
Management. April 13, 2001. http://www.ofm.wa.gov/energy/energy.pdf.
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States in the Midwest, a “boutique”
gasoline market, were bracing for high
summer gasoline prices, with the
associated direct and indirect effects on
their economies. Farmers suffer a triple
whammy: increased energy costs hit them
in the fuel tanks of the family pick-up,
farm equipment, and fertilizer costs (which
have doubled within the past 2 years).

Contrast these sad stories with the
economic boost provided by energy
efficiency and renewable energy. Unlike
central station power plants or units that
provide power to meet peak demand,
where job creation spikes during
construction and plummets thereafter,
energy efficiency and renewable energy
are labor intensive, modular, and
dispersed. Consequently, they create more
jobs per dollar of investment, and, because
the jobs tend to be local, those dollars
continue to be invested and circulated at
home, creating a multiplier effect.

Hawaii EnergY$mart Schools Project

The State of Hawaii is investing in its schools. In
partnership with DOE's Energy$mart Schools initiative,
the Rebuild Hawaii program, the Hawaiian Electric
Company (HECO), and several private sector electrical
supply firms, Hawaii is reducing energy costs in its public
schools while simultaneously educating the next
generation of energy consumers regarding cost effective,
common sense energy use. HECO created a multi-
disciplinary energy conservation program for high school-
age students, incorporating hands-on math, science,
computer, marketing, advertising, and public speaking
instruction. After completion of classroom studies on how
to calculate energy costs, the 50 students audited their
schools and offered free energy audit services to 20
neighboring businesses. The students identified potential
energy savings of 103,000-kilowatt hours (kWh) annually
in the businesses and 402,000 kWh per year in the two
high schools audited.

Source: Hawaii State Energy Office.

Rebuild Hawail >

Renewable energy can generate similar economic benefits. For example, ethanol helps fuel
the Towa economy, accounting for more than $1.7 billion in economic activity and adding
more than $730 million to the value of the State’s corn crop. The ethanol industry affects
13,250 jobs in the State, of which 2,550 are directly related. Not only do lowans produce
ethanol, they also consume it—57 million gallons in 1997 alone, which displaced 790,000
barrels of imported oil.12  In 2000, ethanol blend sales in Iowa accounted for 50.4 percent of
the market. That number jumped to 52.6 percent as of May 2001.!3

Wind energy, another renewable resource, can benefit rural economies. Without changing
their current land use patterns, rural landowners receive $2,000-4,000 annually per turbine
under leases with utilities and other power producers. This income augments other income

generated by landowners.14

12 Jowa Renewable Energy Resource Guide: Renewable Transportation Fuels, lowa Department of Natural

Resources, 1999. wwwe.state.ia.us/dnr/energy/pubs/irerg/transportation.htm.
13 Ethanol blend sales are even higher in Minnesota, reaching 97 percent of the market in 2000. Iowa Department of

Natural Resources, “E-85 Use in Iowa.”

14 Sjoding, David W., Presentation to DOE State Energy Advisory Board, July 12, 2001.
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A growing number of firms in corporate
America recognize that energy is not a
fixed operating cost, and they manage it
accordingly. For example, Boeing
Corporation used assorted efficiency
measures to reduce its lighting-induced
electricity use by up to 90 percent in some
of its facilities. The resulting cost savings
paid for the lights in just 2 years, and
Boeing calculated its return on the lighting
investment at 53 percent.!5

The clean energy equipment manufacturing industry is likely to be one of the largest sources
of new manufacturing jobs in the coming years. The World Energy Council estimates that
wind energy development alone will generate as much as $400 billion of business
worldwide.!6 American firms interested in being part of the clean energy industry can look
forward to a profitable future.

Hyde Tools Realizes Significant Savings from Efficient Lighting

Contained operating costs are a critical factor in the profitability of small- and medium-sized firms. Hyde Tools, a
300-employee firm in Massachusetts, upgraded its lighting from old fluorescents to new high-pressure sodium-vapor
and metal-halide fixtures. In partnership with its local utility, which shared the cost of the retrofit, Hyde invested in
improved lighting and realized the anticipated one-year payback through the stream of energy savings. In addition,
however, the lighting retrofit resulted in an unanticipated improvement in the quality of the work, because workers
could see imperfections that had eluded them previously. The company estimated the value of the improved
workmanship at $25,000 annually—on top of the energy cost savings. Moreover, the firm further calculated that
every dollar saved on the shop floor was worth $10 in direct sales, making the improvement in quality attributable to
more efficient lighting equal to a $250,000 increase in sales.

Source: Romm, Joseph, and Browning, William D., “Greening the Building and the Bottom Line” Rocky Mountain Institute, December 1994.

One aspect of a healthy economy is optimizing the use of taxpayer dollars. If taxpayer-
supported institutions pay unnecessarily high operating costs, the taxpayers themselves suffer
the consequences: reduced services or higher taxes. Recognizing this, 12 years ago the State
of Texas used almost $100 million of oil overcharge refunds to capitalize a revolving loan fund
underwriting the cost of energy efficient capital retrofits in taxpayer-supported institutions.
As this report is written, the fund has “revolved” (i.e., loans are being made from monies that
have been repaid), and as of July 2001, $143 million of loans have been issued and Texas
taxpayers have saved a cumulative $100 million in unnecessarily high utility bills for the
operations of their schools, as well as State and local government operations.!”

15 Romm, Joseph, and Browning, William D., “Greening the Building and the Bottom Line.” Rocky Mountain
Institute, December 1994.

16 'Wind Energy Association, “Wind Energy and Climate Change.”

17 ‘William (Dub) Taylor, June 22, 2001.
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What Can Government Do, Besides Staying Out of the Way?

Using minimal public monies, government can stimulate the job-creating, local economy-feeding energy efficiency
and renewable energy market, while simultaneously showcasing these technologies. DOE’s Federal Energy
Management Program (FEMP) provides the legal and financial tools for Federal government agencies nationwide to
tap regional private sector resources and improve the efficiency of government energy use. Because government
usually lacks the financial capital for the up-front costs of energy efficiency and cost effective renewable energy
equipment, FEMP utilizes Energy Service Companies (ESCOs), which are engineering firms that underwrite the
investments and earn profits from the resulting stream of energy savings.

In the past three years, FEMP has created nearly $200 million in signed contracts for ESCOs. In addition, FEMP
creates business for utility companies. Since 1993, Federal contracts worth more than $700 million have been
signed with more than 40 utilities willing to partner with the government in energy efficiency, renewable energy, and
on-site generation projects. In 1999 and 2000, sales to solar vendors through Federal purchases of the General
Services Administration Supply Schedule totaled more than $3 million. In 1998 and 1999, FEMP invested $3.5
million in 400 pieces of renewable hardware for 58 Federal sites. These renewable energy projects now save
more than $1 million in taxpayer dollars every year through lower utility bills. They also have stimulated the
local and regional economies in which the products were purchased.

Source: Federal Energy Management Fact Sheet.

2. ENSURE ENERGY/ELECTRICITY RELIABILITY

To the extent that energy or electricity is not consumed in the first place, thus avoiding the
need to generate or deliver it, energy efficiency constitutes a demand-side energy resource.
The citizens of Texas recognized this fact almost a decade ago in crafting their State energy
policy; energy efficiency was included among the energy resources available to the State.!8
The logic of identifying energy efficiency as a resource derives from the following equation,
calculated in the mid-1980s:

1 barrel of oil saved = 1.4 barrels earned

The additional half-barrel earned can be attributed to the fact that it takes energy to produce
and deliver energy. Energy not used does not have to be produced and delivered.!®

Although both conservation and energy efficiency constitute important short-term resources
to tap in times of crisis, energy efficiency is distinctly different from conservation. Energy
conservation once was equated to “freezing in the dark.” That is because conservation entails
either doing without or doing with less. Because Americans are not accustomed to saving
energy, conservation constitutes a huge, untapped energy resource. Importantly, it also can be
marshaled quickly to meet short-term needs. Energy conservation, however, is dependent on
human behavior. Consequently, it cannot be relied on to consistently generate energy savings.

The cheapest megawatt is one that is not built.
The least expensive kilowatt is one that is not used.

Conservation is the cheapest kilowatt money cannot buy.

18 State of Texas Energy Policy Partnership, Report to the Governor, the Legislature and the Citizens of Texas, March
1993.
19 Engineering calculation conducted for the Texas State Energy Office, early 1980s.
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Energy efficient technologies and measures, on the other hand, can reliably save as much
energy as many power plants produce. The Alliance to Save Energy (ASE) has calculated the
amount of electric capacity that can be generated from specific energy-efficiency
technologies. Furthermore, ASE has translated these calculations into the equivalent of 300-
MW power plants. The tabulation is based on the following assumptions:

Energy Efficient Technology Eqmvale:(t)wil:gggrf‘tliglc|ent

* Replacement in every American household of four 100-watt 30 plants
incandescent bulbs with compact fluorescent lights

* Enactment of DOE'’s proposed energy efficiency standard for 138 plants
automatic thermostats

* Implementation of recently enacted energy efficiency standards for 170 plants
water heaters, clothes washers, and air conditioners P

* Enactment of additional standards for commercial energy-using 50 plants
equipment

* Implementation of designs, systems, and components that reliably
save 30-50 percent or more in new homes and commercial buildings 100 plants2
(estimate 1 kW per new home and 10 kW per new commercial
structure)

* |Implementation of residential air conditioning design and installation 130 plants
improvements P

* Implementation of commercial re-commissioning (low cost/no cost 67 plants
operation and maintenance improvements)

* Implementation of commercial energy efficient lighting retrofits 33 plants2!
Grand Total, Equivalent “Energy Efficiency Power Plants” 718 plants

Peak Load Reduction

California has implemented a Demand Responsive Building
Control Program Element that provided funding and technical
expertise that will enable customers to participate in demand
responsiveness programs. Customers are provided with
suggestions on how to reduce peak load. Interval meters,
communications, and software tools will be installed so that
customers receive feedback on the impact of their energy
usage during peak hours. All pilot tests conducted to date have
demonstrated success, with projects having met or exceeded
their contracted MW goal. Specifically, completed projects
have demonstrated the ability to lower demand by 110 MW.

Source: California Energy Commission.

By purchasing and installing energy
efficiency measures, Americans can
“build” these power plants in
communities all across the country.

Technology-driven energy savings are
so predictable and reliable that banks
routinely lend money for the purchase
of these products, calculating their
payback from the anticipated energy
savings. This is the financial logic
underlying the ESCO industry. In
addition, lenders now offer energy
efficient mortgages and relax

20 Bill Prindle, Alliance To Save Energy, “How We Can Reduce 1300 Power Plants to 490,” as posted at the Rocky

Mountain Institute web site (www.rmi.org).

21 Ibid., Quoting the American Council for an Energy Efficient Economy, Appliance Awareness Project.
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qualifying requirements, based on the understanding that lower monthly energy bills increase
homeowners’ disposable income, thus improving expectations of making mortgage payments.

Renewable energy technologies—solar, wind,
biomass, and geothermal—are cost-effective today
in selected applications and locations. Their
output can be aggregated and help avoid the need
for additional peaking power plants, despite the
fact that the sun does not always shine and the
wind does not always blow. Often solar, in
particular, can augment conventional electricity
because it provides power coincident with peak
demand. In the case of photovoltaics (solar
electric cells), for example, the sun shines
brightest and provides the greatest “fuel” for the
cells during those hours when the demand for air
conditioning tends to be highest. When utilized in

a distributed generation mode, these cells can reduce or avoid the need to add extensive
transmission and distribution capacity, thereby increasing the reliability of the existing power
grid and minimizing expensive line extensions. Moreover, achieving diversity through the

introduction of renewable energy resources contributes to overall system reliability.

Distributed energy resources also offer
significant potential to enhance the reliability
of the nation’s electricity system.
Distributed generation uses a dispersed fleet
of small-scale generators to provide power to
individual consumers and the grid. Fueled
mostly by natural gas, liquid fuels, or
renewables such as wind and solar, these
dispersed generation resources deliver high-
quality power directly to customers and can
help harden the grid against power
instabilities.

As this report is written, the largest wind
“farm” in the nation is under development on
the Oregon-Washington border and will be
producing power by the end of the year. It is
part of the Northwest region’s response to the
energy crisis and can be implemented more
swiftly than constructing a conventional

Austin, Texas, Builds an Efficiency Power Plant

One community decided to build its own efficiency
power plant almost twenty years ago. The City of Austin
municipal utility set the goal of constructing a 550-MW
“conservation power plant” substituting energy
management, energy efficient technologies,
conservation, and community outreach for the
concrete, boilers, turbines, and fossil fuel required by a
conventional facility. Among the programs instituted to
“build” the plant were a home energy loan program to
provide up-front capital for efficiency improvements,
energy efficiency upgrades in the local building code,
and public information and outreach. Remarkably,
Austin was able to support 46 percent growth in its
economy and an influx of population that doubled
the city’s size without constructing any additional
generating facilities.

Source:  Public Technology, Inc., Cities and Counties: Thinking
Globally, Acting Locally. 1996.

power plant. This 300 MW wind farm, called the Stateline Wind Generating Project, will
consist of 450 turbines and will generate enough power for 70,000 homes in 11 Western

States:

10

New Mexico, Colorado, Wyoming, Montana, Arizona, Utah, Idaho, Nevada,
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California, Oregon, and Washington.22 As the direct result
of government-industry partnerships and DOE’s R&D
investment, the cost of electricity generation from wind
has declined to the point where it is cost competitive with
high efficiency combined-cycle natural gas turbines,
today’s technology of choice to generate electricity at peak
demand times. America’s installed wind power capacity is
expected to reach 4,500 MW by the end of 2001.
California is a world leader in wind power and already has
1,737 MW of installed wind capacity. More than 20 other
States, including Texas, lowa, and Washington State, also
have launched ambitious wind power programs.2? lowa,
for example, has 357 wind turbines totaling 252 MW of
; capacity. In 2000, approximately 78,134 homes in lowa
were powered by wind energy, and future plans call for the installation of 95 additional
turbines with a combined capacity of 83 MW. Iowa’s total wind potential is estimated at
104,300 MW, and it is estimated that Iowa has the potential to produce 4.8 times its annual
electricity consumption through wind power.24

lowa Fuel Diversity

An exciting example of fuel diversification and cost averaging comes from the biomass-rich State of lowa. More than
80 farmers near Centerville have agreed to plant some of their acreage in switchgrass, to be sold to a local electric
utility for co-firing with coal. Analysis of this “Chariton Valley” project was conducted under a public-private
partnership with DOE’s National Renewable Energy Laboratory (NREL). The intent is that switchgrass eventually
will replace five percent of the fuel burned at the Ottumwa Generation Station, a 700 MW baseload coal plant in
southeast lowa. DOE estimates that 200 million acres nationwide could be planted in switchgrass or other hardy
perennials and used to diversify our electricity generation mix.

In addition, the U.S. Department of Agriculture has approved the Chariton Valley project for participation in a pilot
program aimed at converting lands currently held in the Conservation Reserve Program* to produce biomass for
electricity generation. Not only does this help diversify our supply portfolio and serve the goal of achieving reliability;
it also has the potential to save American taxpayers the cost of paying farmers not to produce.

*The Conservation Reserve Program pays farmers to withhold lands from production.

For further information, visit DOE's Biopower web site at www.eren.doe.gov/biopower or the Chariton Valley web site at www.cvred.org.

The up-front capital costs of renewable energy equipment are offset by the fact that the “fuel”
is free. In addition, the cost of renewable technologies can be averaged with energy efficiency
measures, thus making them affordable today and improving reliability by diversifying our
national supply portfolio.

22 Flaccus, Gillian, “Wind farm to be built near Tri-Cities will be largest ever,” The Associated Press, from The
Seattle Times, January 11, 2001, and http://www.statelinewind.com/index.html.

23 http://www.awea.org/fag/global2000.html and http://www.awea.org/projects/index.html.

24 Jowa Department of Natural Resources, “Wind Energy in Iowa Fact Sheet July 2001.”

August 2001 11



3. MAINTAIN NATIONAL SECURITY

Americans consumed almost 20 million barrels of oil per day last year, of which almost
60 percent was imported, and almost half the imports were from member nations of the
Organization of Petroleum Exporting Countries (OPEC) cartel. Twenty-two percent
originated in the Persian Gulf region.2s

Over the next 20 years, U.S. oil consumption is expected to increase by 33 percent, with
imports accounting for nearly two of every three barrels.26 Considering that our dependence
on imported oil was less than 40 percent in the 1970s when the Nixon Administration
launched “Project Independence” and Congress passed legislation creating DOE and SEOs,
the trend is decidedly in the wrong direction. Moreover, some suppliers are reputed to be
“rogue” countries whose future actions in the community of nations cannot be predicted. The
future portends increased competition among nations for these finite oil supplies. What are
the prospects for our national security when emerging nations grow their economies and
require significantly more o0il?

In recent years, Mideast crude oil has reached $38 per
barrel on occasion (not counting the cost of maintaining a
military presence to safeguard the resource). Corn ethanol
can be produced on America’s farms at a cost of $25-30
per barrel. Domestically produced ethanol could be a cost-
effective, reliable transportation fuel. Moreover, dedicated
“fuel supply” farms would create local jobs and revitalize
"ﬂq rural economies throughout the country as farmers grow
(LN corn and other biomass for fuel, perhaps even on land
currently held out of production in the Conservation Reserve Program. Similarly, biodiesel,
produced from waste oils, can provide alternative sources of fuel while reducing or
eliminating disposal costs. To date, however, price volatility and lack of investment capital
have been major impediments to the development of this potentially vital domestic resource.

National security also is affected by the overall health of the economy. Energy is an operating
cost, a cost of production. When that cost increases dramatically, as it did between 1998 and
2000 when the average purchase price of a barrel of crude oil skyrocketed from $8 to more
than $30, the results cascade through the nation’s economy. In addition, our reliance on
imported oil is a significant contributor to America’s chronic balance-of-trade deficit. For
example, in 2000, American imports exceeded exports by about $376 billion.2? During this
period, imports of crude oil totaled nearly $90 billion, about 25 percent of this deficit.28

25 “United States Country Analysis Brief,” U.S. Energy Information Administration. April 2001.
http://www.eia.doe.gov/emeu/cabs/usa.html.

26 “Reliable, Affordable, and Environmentally Sound Energy for America’s Future, Overview,” Report of the National
Energy Policy Development Group. May 2001, p. x. http://www.whitehouse.gov/energy/.

27 Exhibit 1, U.S. International Trade in Goods and Services, U.S. Department of Commerce, Bureau of the Census.
http://www.census.gov/foreign-trade/Press-Release/current press release/exhl.pdf.

28 Exhibit 17, Imports of Energy-Related Petroleum Products, Including Crude Petroleum, U.S. Department of
Commerce, Bureau of the Census, http://www.census.gov/foreign-trade/Press-Release/current press release/exh17.pdf.
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There are two approaches to mitigating the adverse effects of our national addiction to oil: (1)
diversify our energy supply, especially in the transportation sector, which accounts for two-
thirds of our national oil appetite, and (2) use less.

DOE’s national laboratories are addressing the former approach as they research renewable
fuel alternatives such as ethanol and biodiesel. Government is an ideal proving ground and
early adopter of new technologies inasmuch as government is not driven by the next quarter’s
“bottom line.” Moreover, in demonstrating, modeling, and showcasing emerging
technologies, government can assist in their timely commercialization. This is a key role of
SEOs, several of which have demonstrated the new “E-85” fuel for years. Iowa, for example,
has purchased more than 500 E-85 vehicles since 1992, and Iowa meets and exceeds EPAct
standards each year through its purchases of E-85 vehicles. Moreover, lowa currently has
eight retail stations offering E-85, up from six in 2000.2° In Minnesota, there are 60 retail E-85
refueling sites, and in 2000, these stations sold more than 321,000 gallons of E-85.
Minnesota’s State vehicle fleet has more than 600 flexible fuel vehicles, and more than 60,000
flexible fuel vehicles are registered statewide.3°

Mileage achieved in the U.S. fleet currently is 24 miles per gallon
(mpg), a 20-year high in inefficiency. Hybrid electric cars, which
are starting to appear at automobile dealerships, will triple U.S.
fleet mileage. The 350,000 Toyota Priuses now on the road, both
here and abroad, get 48 mpg, city/highway combined.
Volkswagen (VW) sells a car that gets 78 mpg, and it is anticipated

. that VW will sell a 200-mpg car in 2003. Detroit’s “big three” are
testing family sedans scheduled for production within 3 years, whose mileage efficiency will
exceed 70 mpg.

By comparison, raising the CAFE standards to a “mere” 39 mpg would save the equivalent of
15 Arctic National Wildlife Refuges (ANWRs) over 50 years. Even upgrading the quality of
replacement tires to match the standard issue on new cars would save 70 percent of the
expected yield from ANWR over 50 years.3!

Government can assist citizens in using less gasoline by providing incentives for them to
conserve. Vanpooling is a classic way to conserve gas by reducing vehicle miles traveled
(VMT) as are high-occupancy vehicle (HOV) lanes. With available land for highways limited
by coastal geography, the State of Washington has been a national leader in transportation
conservation. In a partnership between State Government and business, the Washington
legislature created the Commute Trip Reduction (CRT) program in 1991 to improve the
State’s transportation system and to reduce its social and environmental costs. As a result of
the program, each morning more than 18,500 vehicle trips are eliminated statewide, which
translates into 207,000 fewer vehicle miles driven and 12.8 fewer tons of air pollution.
Moreover, in 1999 CTR saved more than $8 million in avoided fuel purchases.3?

29 Towa Department of Natural Resources, “E-85 Use in Iowa.”

30 Jowa Department of Natural Resources.

31 Natural Resources Defense Council, A Responsible Energy Policy for the 21st Century, February 2001, p. 2.
32 Washington State Department of Transportation, “Commute Trip Reduction: Is it worth the investment?” Draft
Report, May 2001.
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4. ENSURE ENERGY AFFORDABILITY

Energy is an important component of Americans’ daily lives and is a significant percentage of
every household budget. Between 1998 and 2000, family spending on energy increased
26 percent, from 3.8 percent to 4.8 percent, with heating and cooling expenses accounting for
approximately 40 percent of household energy costs.33 Energy is a cost of production for
businesses, but it is a significant cost of living for individuals and families.

In the past 20 years, natural gas has
become the fuel of choice. Utilities
Inasmuch as the “fuel” for solar and wind technologies is free, | generate an increasing amount of
and less fuel of any kind is consumed when energy efficient | ejectricity with this relatively clean
equipment is installed, these technologies can provide a hedge fossil fuel, particularly in new high-

against price volatility. A year ago, then-Governor George W. ffici bined | bi
Bush directed the Texas agency charged with purchasing the efficiency, combined-cycle turbines.

State Government's electricity to buy 100 percent “green” for the | The cost competitiveness of this
Governor's Mansion, under a ten-year fixed-price renewable | technology makes it a favorite for
energy contract. Although Governor Bush anticipated paying a | merchant power plants3* operating in

premium of $2,700 annually for “green,” the price of natural gas | regtructured electricity ~markets.
subsequently increased and, along with it, the price of electricity Nati . . e

. . . ationwide, electric utilities in both
for the rest of Austin’s Capitol Complex. This year the Governor’s tonwi e uthiit

Mansion actually will receive a discount rather than pay a regulated and restructured markets
premium for its wind- and landfill gas-generated electricity—a | have ordered 180,000 MW of natural

discount totaling $6,600 annually at current prices. gas-fired “peaking” units. At the
same time, 70 percent of all new
homes are built to utilize natural gas heat. Natural gas also continues to be a favored fuel for
process heat in the industrial sector; it is used in fertilizer production, and it is favored in some
markets as an alternative transportation fuel.

Texas Governor’s Mansion Buys Green Power

Such hefty, and growing, demand for natural gas comes at a time when the early warning signs
of resource depletion are becoming evident in America’s “lower 48.” The natural gas industry
is drilling more now and developing less as it taps into smaller pools and must drill more wells
to extract the same amount of gas. The industry estimates the domestic resource to be ample;
nevertheless, the inexpensive, easily produced natural gas is being depleted. A typical new
well has a first-year decline of 56 percent, and 75 percent is gone by year four of production.35
The affordability of this resource was an issue last winter, and it will continue to be.

Much has been said about the devastating effects of soaring energy prices on both individuals
and businesses in California, where the statewide energy tab skyrocketed from $7 billion 2
years ago to $23 billion last year and could reach $55-70 billion by the end of this year. The
causes of this dramatic price increase are difficult to sort out; certainly the cost of money is a
factor because investors are leery of the California market.

33 “Reliable, Affordable, and Environmentally Sound Energy for America’s Future,” Report of the National Energy
Policy Development Group. May 2001, Chapter 2, p. 2-1. _http://www.whitehouse.gov/energy/.
34 Merchant power plants are electricity generators that sell most of their output directly into the spot electricity

market.
35 Udall, Randy, and Andrews, Steve, “Methane Madness.” May 2001, p. 2.
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The California situation aside, energy prices (often driven by the cost of natural gas) are
soaring nationwide. In North Carolina, for example, the State’s Agricultural and Technical
University expects to exceed its $1.2 million natural gas budget by almost 13 percent this year.
(If the facility had not had fuel-switching capability at one of its plants, the cost would have
been a 38 percent budget overrun.)

Similarly, electricity prices in Washington State quadrupled last August: $170 per megawatt
hour (MWh) by comparison to $40 per MWh previously. In December 2000, however, it got
worse: electricity in this drought-plagued, hydroelectricity-supported State cost $3,000 per

MWh at heavy-load hours—75 times more expensive than the baseline cost of $40.36

Municipal Utility Demand Reduction Programs in
California

The California Energy Commission has provided
incentives for municipal utilities to fund peak demand
reduction programs for their rate payers. Municipal
utilities can reduce summer capacity by offering a
combination of programs that promote energy efficiency
and load management, as well as programs that target
low-income customers. This funding is being used for
lighting and HVAC projects, and is providing rebates for
large commercial and industrial lighting retrofits, chiller
and air conditioning improvements, and small HVAC and
refrigeration tune-ups. In July 2001, savings totaled seven
MW of peak load reduction at a cost of $14 million. The
number is expected to grow by year’s end.

In contrast, the blue-ribbon President’s
Committee of Advisors on Science and
Technology  reported  that R&D
investments in energy efficiency have
contributed to efficiency improvements
that now save U.S. consumers $170 billion
every year.3” In addition, by aggregating
and using its enormous purchasing power,
government can create a significant market
for emerging renewable energy and energy
efficiency technologies. Volume purchases
thus generated can bring down the cost of
new technologies, making them affordable
for the consuming public.

Under the best of circumstances, low-
income households bear a disproportionate
energy cost burden: they spend anywhere from 14 to 32 percent of their annual income on
energy, compared to less than 4 percent for other households.3¥ Government can use its
limited financial resources to underwrite social safety nets aimed at making energy affordable.
One example is Health and Human Services’ Low-Income Home Energy Assistance Program
(LIHEAP), which provides qualifying households assistance with utility payments. Although
this program provides valuable emergency gap funding, the value of the program is multiplied
when combined with complementary programs such as DOE’s weatherization program.

Source: California Energy Commission.

WAP is aimed at reducing the energy costs of low-income families by increasing the
efficiency of their homes. Weatherization provides a path for technology transfer to
residential markets. Weatherization also protects low-income consumers against price
volatility. Household efficiency improvements not only enhance residents’ quality of life, they
also are intended to yield increased disposable income as energy costs are correspondingly

36 “Questions and Answers Concerning Impact of the Current Energy Situation on Washington State’s Economy,”
Prepared by: Washington State Office of Trade and Economic Development and Washington State Office of Financial
Management. April 13, 2001. http://www.ofm.wa.gov/energy/energy.pdf.

37 U.S. Department of Energy, “Communities of the Future,” April 1999.

38 The 14 percent and 4 percent figures are from National Energy Policy Development Group, National Energy
Policy, May 2001, p. 2-3.
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reduced. Since its inception, WAP has assisted 5 million households. During the winter of
2000, the avoided energy costs for these homes were estimated to total nearly $1 billion.3

Weatherization lowers average primary heating by 23 percent, often with cost savings of
30 percent or more. These measures save households an average of $281 and reduce energy
demand by the equivalent of 15 million barrels of oil annually. Oak Ridge National
Laboratory estimates that every $1 invested in WAP returns $1.80 in energy-related cost
benefits.40

Weatherization produces non-energy benefits as well. The program improves local air quality,
reduces dependency on public assistance, mitigates the risk of fires and carbon monoxide
poisoning resulting from the use of inappropriate fuel sources for heat, decreases
homelessness by providing additional disposable income, and increases the durability of
affordable housing. Considering all these benefits, WAP returns $2.40 for every $1 invested
in the program. In the past year, more than 68,000 homes were weatherized.

5. PROTECT THE ENVIRONMENT

With 5 percent of the world’s population, the United States produces approximately
23 percent of the world’s greenhouse gas emissions and is the world’s single largest source of
“man-made” greenhouse gas. Current projections indicate a continuing upward trend, to
25 percent of the world’s total energy-related carbon emissions by 2005.41 Ultilities account
for 35 percent of the nation’s CO, emissions; transportation energy contributes 32 percent.

Energy consumption is the culprit in U.S. emissions of sulfur dioxides (SO,) and oxides of
nitrogen (NOx) as well. Electricity generation accounts for 67 percent of SO,; of that, lighting
accounts for 12 percent of emissions. Transportation vehicles account for 31 percent of U.S.
NOx emissions, with electric utility combustion a close second at 25 percent. Again, lighting
accounts for a significant share of the NOx emissions from utility combustion, at 13 percent.

Recent reports by respected scientific and public policy organizations underscore the
increasing importance of reducing the generation of greenhouse gases, especially CO.,.
Energy efficiency and renewable energy technologies offer proven means of addressing the
greenhouse gas challenge in a “no regrets” manner. That is, the economical and energy
supply benefits of these technologies are valuable in and of themselves in addition to and
regardless of their huge environmental benefits.

Clearly, reduced environmental impacts follow from the reduced use of fossil fuels, achieved
through energy efficiency, conservation, or the substitution of clean renewable energy. In
addition to the impressive energy and cost savings achieved under the Texas LoanSTAR
program described earlier in this report, an added bonus is the emissions avoidance. Facilities
participating in the program do not emit the pollutants associated with the avoided energy use.
In 1999, when Texas LoanSTAR had been in place for 10 years, it had resulted in avoided
emissions of almost 3,000 tons of NOx, more than 800,000 tons of CO,, and almost 2,000 tons

39 Power, Meg, Ph.D., “The Winter Energy Outlook for the Poor: Low-Income Customers’ Energy Bills in the Winter
of 2000-2001." Economic Opportunity Studies, Washington, D.C., December 20, 2000.

40 www.eren.doe.gov/buildings/weatherization_assistance/fact sheet.html.
41" Energy Information Administration, “Energy Profile of the United States,” April 26, 2001.
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of SO,.#2 Moreover, lowa estimates that $1 million investment in energy efficiency results in
emissions avoidance of 3,333 tons of CO,, 6 tons of NOx, and 60 tons of SO,.43

Colorado Takes Unique Approach to Air Quality

The Colorado Department of Public Health and
Environment (CDPHE) recently allowed an industrial
polluter to pay 80 percent of its penalty to a local utility, for
investment in the utility's wind energy program. More than
$300,000 over five years will be paid into an interest-
bearing escrow account held by the utility. Annual air
emission avoidance resulting from this SEP is estimated to
total 97 tons of NOx, 73 tons of SO2, and 3,640 tons of
CO02. This is roughly equal to almost five million vehicle
miles not traveled every month, 1,800 tons of coal not
burned in a year, and more than 1,000 acres of trees
planted.

Source: U.S. Department of Energy Wind Energy Program, “Supplemental
Environmental Projects Using Renewable Energy: A New Approach to
Addressing Air Quality Violation Penalties” April 2001.

Energy efficiency and renewable energy
technologies are powerful approaches to
meeting our energy needs in an
environmentally sustainable manner. The
development of mechanisms to include
these technologies in State
Implementation Plans (SIPs), required of
the States by EPA to demonstrate
compliance with the Clean Air Act, can
substantially increase the deployment of
these technologies while complementing
pollution control strategies. An
additional mechanism for employing
renewable energy technologies in an
environmental compliance framework is
EPA’s new  tool, Supplemental

Environmental Projects. States that adopt this approach may require polluters to support
renewable energy projects instead of paying the penalty levied by State regulators.

42 Turner, Claridge, O’Neal, Haberl, Heffington, Taylor, and Sifuentes, “The Texas LoanSTAR Program: 1989-1999,
A 10-Year Experience.” October 1999.
43 Jowa Department of Natural Resources.
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FINDINGS, CONCLUSIONS, AND RECOMMENDATIONS

Two major energy issues concern Americans: (1) reliable, affordable electricity and (2)
affordable fuels for our buildings and to meet our transportation needs. Addressing these
concerns will involve both supply-side and demand-side solutions—a diverse energy portfolio
that addresses near-term and longer term energy needs. This portfolio should recognize that
energy efficiency and renewable energy are direct and effective means of mitigating the
nation’s energy problems today, as well as in the future. This section of the report highlights
specific actions and programs that STEAB recommends for consideration by DOE and
Congress.

STEAB recommends that the Federal Government assert its energy leadership by
implementing a diverse energy portfolio that recognizes the compelling advantages of
energy efficiency and renewable energy in meeting the nation’s energy needs. The
Federal Government also should acknowledge the role of the States as partners in
implementation. In addition, STEAB recommends the following.

FINANCIAL INCENTIVES FOR ENERGY EFFICIENCY AND RENEWABLE
ENERGY

Financial incentives such as tax credits to promote the widespread use of energy efficiency
and renewable energy technologies could provide a strong boost for these technologies and
would help complement the efforts of a number of States in accelerating the use of energy
efficiency and renewable energy technologies.

STEAB supports the extension of incentives such as the energy production credit, which
has been a major catalyst for the growth of wind power over the past several years. New
incentives for efficiency measures for improving building or vehicle energy
performance would prove particularly useful in responding to the immediate pressures
of higher fuel prices while providing long-lasting benefits.

ENHANCING ENERGY PROGRAMS

1. Energy Emergency Preparedness

Given the potential for mandatory curtailment and energy shortages in the near term for some
regions of the country, it is incumbent on government at all levels to quickly develop and
maintain a strong energy emergency response capability. Out of necessity, some States
maintain their energy emergency functions in a high state of readiness. Many States, however,
do not have confidence that DOE is similarly prepared, lacking as it does, sufficient resources
to manage such energy disruptions as might occur.

STEAB strongly suggests that DOE revitalize and adequately resource its energy
emergency preparedness program, working with States to develop appropriate response
mechanisms. In particular, EERE should tap its network of States and work with
individual States, the National Association of State Energy Olfficials, the National
Community Action Foundation, the National Association for State Community Services
Programs, the Association of State Energy Research and Technology Transfer
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Institutions, and the National Energy Assistance Directors’ Association to revitalize the
States’ energy emergency network. EERE and the States should clarify roles and
responsibilities, conduct exercises, encourage the development of networks within
States and regions to deal with inter-fuel dependencies, and ensure that DOE
management supports these functions.

2. State Energy Program

States are leaders in implementing energy efficiency and
_ O renewable technologies and are the test-beds for the latest
energy technology and policy innovations. SEP is an
extremely effective means of using Federal funds to leverage
State capabilities, both for research and deployment purposes.
Under this program, SEOs are given the latitude to craft
programs uniquely suited to their own States. Much of the
increase in energy efficiency over the past 20 years is a consequence of efforts conducted
under this program and its predecessors.

X
k1]
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STEAB strongly recommends that SEP budget funding levels be increased to
strengthen energy technology innovations in the States during the current nationwide
energy crisis.

3. Weatherization Assistance Program

STEAB is pleased at the Administration’s unwavering

{‘:} commitment to helping the neediest families in the face of

Weotherisation 7 market realities.
I— =

STEAB strongly supports the substantial increase in
Weatherization Assistance Program funds that have been recommended by the
Administration to reduce the high-energy burden on low-income citizens.

4. Rebuild America

The broadening of the Rebuild America program and the focus
on educational facilities under the Schools program element
within the Rebuild America program is an important way of
introducing energy efficiency and renewable energy in
buildings. Given the tremendous need to modernize aging
schools (structural upgrades, new heating and cooling systems,
improved telecommunications, computer, and lab

" Rebuild America

P
facilities) and with it the potential for increasing energy costs, these programs = %
help to actually reduce such costs. In addition, energy efficiency and renewable . :
energy improvements have been demonstrated to improve the learning —«——eiie—

environment and the productivity of teachers and students.

STEAB encourages efforts to better focus the Rebuild America program to address
highest priority building and community needs, such as schools.
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COLLABORATION ON R&D AND DEPLOYMENT

Federal Government investments in R&D are central to the development of affordable,
efficient, clean energy technologies that are essential to meeting the nation’s energy
challenges, including investments in technologies for all the major sectors—buildings,
industry, transportation, and power production. Energy efficiency and renewable sources of
energy—solar, wind, bioenergy, and geothermal—offer a broad range of options for better
utilization of our nation’s valuable energy resources. Combinations of these technologies in
hybrid arrangements expand this list considerably.

STEAB supports the use of hybrid vehicles for satisfying State purchases of alternative
fuel vehicles as required by EPAct.

Opportunities exist for expanded cooperation between the Federal and State Governments in
conducting R&D. DOE regional offices, national laboratories, and States need to work more
closely to accelerate the deployment of energy efficiency and renewable energy technologies.
DOE has made progress in coordinating efforts through, for example, its regional offices and
through the development of MOUs. Examples include MOUs with California and New York.
Nevertheless, there are no easy solutions in this difficult institutional arena, and more work
remains to be done.

STEAB welcomes the precedents that have been set by these collaborations and
agreements and supports broadening them to include smaller States. STEAB also
strongly encourages DOE and its national laboratories to continue to seek effective
ways to utilize laboratory expertise in solving problems and meeting needs in the States.

TRANSPORTATION

States are leaders in complying with EPAct alternative-fuel fleet provisions. These provisions
require Federal and State Governments to replace their fleet vehicles with alternative fuel
vehicles as defined by EPAct. Currently, vehicles running on methanol, ethanol, natural gas,
liquefied petroleum gas, hydrogen, coal-derived liquid fuels, fuels derived from biological
materials, and electricity (including solar) satisfy EPAct mandates.#4 However, STEAB
recommends that States be allowed to purchase hybrid vehicles (such as the Honda Insight
and Toyota Prius) to comply with EPAct alternative-fuel fleet requirements.

STEAB also recommends that CAFE standards be expanded to include light-duty
trucks and sport utility vehicles and urges DOE to work with the Department of
Transportation to develop an aggressive but achievable goal for increased CAFE
standards.

THE ENVIRONMENT

STEAB urges DOE to collaborate with EPA, as well as State energy and environmental
organizations, to establish protocols for integrating energy efficiency and renewable
energy technologies in SIPs and to utilize the SEP mechanism wherever practical.

STEAB supports efforts to include CO, in multi-pollutant air emissions regulations.

44 http://www.afdc.doe.gov/pdfs/caaa.pdf.
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APPENDIX A: LEGISLATIVE CHARGE OF THE STATE
ENERGY ADVISORY BOARD

The State Energy Advisory Board was established by Public Law 101-440 (The State Energy
Efficiency Programs Improvement Act of 1990) to advise the U.S. Department of Energy on
the operation of its Federal grant programs. The Board also advises on energy efficiency and
renewable energy programs in general and on the efforts of the Department relating to
research and market deployment of energy efficiency and renewable energy technologies.

The specific responsibilities of the Board, as mandated by statute, are:

1. To make recommendations to the Assistant Secretary for the Office of Energy
Efficiency and Renewable Energy (EE) with respect to:

a. The energy efficiency goals and objectives within the Federal grant programs

b. Programmatic and administrative policies designed to stimulate and improve
Federal grant program effectiveness

2. To serve as a liaison between Federal and State Governments on energy efficiency and
renewable energy resource programs

3. To encourage the transfer of research and development results from activities carried
out by the Federal Government with respect to energy efficiency and renewable
energy technologies

4. To submit an annual report to the Secretary of Energy and the Congress concerning
the Board’s activities for the prior fiscal year.

The Board met regularly throughout FY 2000. Its first meeting was in San Francisco, CA, on
January 6-7, 2000. The Board met next in Washington, DC, on April 13—14, 2000. The third
meeting was held in Gloucester, MA, on August 3—4, 2000. The Budget Committee met twice
in Washington, DC, on February 22, 2000, and July 10, 2000. The Board’s other committees
also conducted business via conference calls throughout the year.
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APPENDIX B: BOARD MEMBERSHIP

The State Energy Advisory Board consists of between 18 and 21 members appointed by the
Secretary of Energy. Membership regulations are outlined in Public Law 101-440, Section

365(g)(1)(A) as follows:

At least eight of the members for the Board shall be persons who serve as directors of
the State agency, or a division of such agency, responsible for developing State energy
conservation plans pursuant to Section 362. At least four members shall be directors
of State or local low-income weatherization assistance programs. Other members
shall be appointed from persons who have experience in energy efficiency or
renewable energy programs from the private sector, consumer interest groups,
utilities, public utility commissions, educational institutions, financial institutions,
local government energy programs, or research institutions. A majority of the
members of the Board shall be State employees.

The following is a membership listing of the FY 2000 State Energy Advisory Board, as well
as Department of Energy and contract staff support.

State Directors

Maurice Kaya

Program Administrator

Energy, Resources & Technology Division
State of Hawaii Department of Business,
Economic Development and Tourism
Honolulu, Hawaii

John Nunley

Manager, State Energy Programs
Wyoming Business Council
Cheyenne, Wyoming

Robert Pernell

Commissioner

California Energy Commission
Sacramento, California

Anita Randolph

Director

Division of Energy

Missouri Department of Natural Resources
Jefferson City, Missouri

Charlie Smisson, Jr.

Energy Program Administrator
Delaware Department of Administrative
Services

Dover, Delaware

24

Sharon Tahtinen

Chief, Energy Bureau

Iowa Department of Natural Resources
Des Moines, Iowa

William (Dub) Taylor

Director, State Energy Conservation Office
Texas Comptroller of Public Accounts
Austin, Texas

Weatherization Directors

Lisa Capen-Kesecker

Program Specialist

Weatherization Assistance Program

West Virginia Office of Economic Opportunity
Moorefield, West Virginia

Ed Gerardot

Executive Director

Indiana Community Action Association
Indianapolis, Indiana

Joseph Guerrero

Assistant Program Manager

Energy Assistance Section, Community Affairs
Division

Austin, Texas
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Brenda Williams

Deputy Director

Oklahoma Department of Commerce
Oklahoma City, Oklahoma

Other State Officials

Frederick Heindl

Executive Director

Mississippi Agribusiness Council
Jackson, Mississippi

Kristine Growdon

Director of Federal Relations
Washington State University
Seattle, Washington

Katherine Kreiter
Washington State Liquor Control Board
Olympia, Washington

Carolyn Turner, PhD

Professor

North Carolina A&T University
Greensboro, North Carolina

Other Representatives

Thomas Adams, 111
Washington, DC

Allan Edwards

Manager, Strategic Alliances
National Rural Electric Cooperative
Association

Sacramento, California

Gwendolyn Prioleau

Law Offices of Gwendolyn D. Prioleau
Chartered

Washington, DC

Carol Tombari
Conifer, Colorado
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Carol Werner

Executive Director

Environmental and Energy Study Institute
Washington, DC

Department of Energy Contacts

David Garman

Assistant Secretary

Office of Energy Efficiency and Renewable
Energy

U.S. Department of Energy

Washington, DC

Abraham Haspel

Acting Principal Deputy Assistant Secretary
Office of Energy Efficiency and Renewable
Energy

U.S. Department of Energy

Washington, DC

William (Bill) Raup

STEAB Designated Federal Officer

Office of Energy Efficiency and Renewable
Energy

U.S. Department of Energy

Washington, DC

Board Staff

Christopher Mahoney

Energy Analyst

Science Applications International Corporation
McLean, Virginia

Robert Lorand

Senior Program Manager

Science Applications International Corporation
McLean, Virginia
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APPENDIX C: 2000 TRAVEL EXPENDITURE REPORT

In accordance with Sector 365(g)(1)(B)(I)(7)&(8) of Public Law 101-440, which requires a
reporting of Federal reimbursement of Board member expenses (including travel expenses)
incurred in the performance of their duties, the following accounting is provided:

For FY 2000, travel expenses of $48,315.00 were incurred and reimbursed for State
Energy Advisory Board meetings.

26 August 2001
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