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Understanding the Nature of
!} Electricity

e Electricity Is a vital service, not an ordinary
commodity.

 The electric network is a remarkably demanding
system that must be kept in perfect balance In
real time.

e There are no substitutes for It, it IS not storable,
and it is essential to health, safety and the
economy.
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components:

Increasing needs
excess capacity

Fuel cost

Generation

Varies

Congestion

Transmission

depending on
regulated vs.

deregulated
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Distribution

Utilities

!ﬁ Structure of the Electric Network

* The electric system consist of three main

Residential

Commercial

Other customer
classes.
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| Why Is It Important?

Forward Market Prices
Continue to Climb

Midwest 150 (Cinergy)
$112.127MWh +62% Massachusetts Hub
¢ I - $ 141.25/MWh +94 %
Northwest (Mid C) P el ~

]
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S ew York City
Southern California | A . = e B
(SP-15) :

[ "I-='JM Western Hub
$ 139.41/MWh +88 % '

T $144.38/MWh +79 %

Henry Hub (Gas)
$ 12.99/MMBtu +108 %
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$ 132.95MWh +76 %

There are many factors contributing to the increases in the cost of new
generation for every type of power plant from nuclear power to wind

generators.
! www.govenergy.gov

August 4, 2008



Key factors
!ﬂ affecting increases.

* A primary factor for the electric power price
Increases this year is high fuel prices.

e A second major factor is the increasing cost of
new construction.

A third factor affecting the market is the Climate
Change Debate and Policy decisions.
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Higher fuel costs

Other Hydroelectric

Renewables 7.0%
2.4%

Matural Gas
20.0%

Petroleum

1.6% |

Other Gases

0.4% Nuclear

19.4%
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Total = 4,065 Billion KWh
Electric WHility Plants = 61.1%
Independent Power
Producers & Combined

Heat and Power Plants = 38.9%

US Electricity Generated
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!ﬁ Increasing capital cost :

« Demand in most regions has gradually caught

up with the capacity.
- need to build more generation

nlants.

 Construction cost of power plants has increased

significantly due to rising global o
basic materials

emand for

- Iron, steel, concrete, copper, nickel...etc.

e Labor costs are also increasing.

- utility labor and construction labor.
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!} Policy

« National uncertainty about carbon policy.

e Uncertainty carbon dioxide emissions Is
lively and it affects how companies think about
Investments.

* The debate between Regulation vs.
Deregulation.
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!ﬁ Bottom line

 We are observing a changing energy industry.

 There are limited resources and recourses, and
It IS going to take time to build new projects.

o Efficiency Is going to be a key factor, at least In
the short run.

« Understanding our electric bill can helps us plan
for future consumption. Future contracts depend
on present pattern of usage — If we decrease
capacity (KW usage) today...
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!ﬁ How analyzing your bill can help:

|t sums up the energy cost for your building.

e Can help you see how efficient your building is
compared to other buildings.

|t calculates how much you can save if you could
make your building more efficient.

|t helps you to set up a baseline to measure the
buildings future energy savings.
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Taking a look at your actual bill
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Taking a look — Distri
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Taking a look — Deregulated charges.
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Electrical Cost Component -- average user

B Market - Energy Cost

B Market Capacity Cost
O Market - Other Costs

B Local Delivery / Utility

PJM - Mid Atlantic
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| For More Information :

e Lariza Sepulveda
 GSA Center for Energy Management
e 301 7t Street, SW, Room 4004
Washington, DC 20407-0001
(202) 205-5057
e lariza.sepulveda@gsa.gov

Don’t forget to fill out and drop off your session
evaluations!
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