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e Background on Pew Center

e U.S. Climate Policy State-of-Play

e Business Community Support for Climate
Policy

e Pew Center Corporate Energy Efficiency
Project
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e Established in 1998 as an independent, non-
partisan climate organization

e Three-fold structure — a “do” tank:
— Research — 100+ reports over 10 years

— Actively advise on policy — state, federal,
International

— Business Environmental Leadership Council (BELC)
0 46 companies
o $2 trillion in revenues
o Nearly 4 million employees
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Progress made in 2009:

e Climate change a top priority of President Obama and
Congressional leadership

* House passage of bill with GHG cap-and-trade
Major GHG regulatory actions

e Major businesses (e.g., USCAP) advocating for GHG cap-
and-trade

Climate legislation passes out of key Senate committee

 “Tri-partisan” Senate effort emerges to craft broad climate-
energy legislation
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Presentation Notes
Major GHG regulatory actions from EPA: 
Reporting rule: This new program will cover approximately 85 percent of the nation’s GHG emissions and apply to roughly 10,000 facilities. Fossil fuel and industrial GHG suppliers, motor vehicle and engine manufacturers, and facilities that emit 25,000 metric tons or more of CO2 equivalent per year will be required to report GHG emissions data to EPA annually. The first annual reports for the largest emitting facilities, covering calendar year 2010, will be submitted to EPA in 2011. 
Standards on vehicles
Endangerment finding can lead to new regulations on stationary sources. 
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Key challenges:

e Much of U.S. public does not recognize urgency of climate
action (e.g., “Climate-gate”, cold winter, etc.)

« Climate change, and cap-and-trade in particular, have
become tied up in partisan politics

 The economy
 Obama & Congressional attention on health care & wars

Three objectives climate-energy policy must meet:
e To power continued economic growth

 To reduce US vulnerability to energy-related security
threats

* To reduce risk of climate change & other environmental
threats
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Global warming provisions of House-passed Waxman-Markey
bill:
e Covers 85% of US GHG emissions through cap-and-trade
 17% below 2005 levels by 2020; 83% below by 2050
 85% of allowances allocated for free
e 2 billion tons domestic & int’l offsets; discounted by 20%

o Strategic reserve of 2.5 billion allowances available if
allowance prices rise above trigger price

o U.S. state GHG cap-and-trade programs on hold for 5
years

* Includes additional renewable energy and energy
efficiency provisions
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Senate situation:
« 60 out of 100 votes required for Senate passage

manufacturing, fossil energy sectors
action in previous years

energy regulation

« 59 Democrats in Senate, 20+ from states with strong
e 9 current Republicans have supported mandatory climate
o Several committees have jurisdiction over climate &

e Bingaman committee passed energy bill June 2009
« Boxer committee passed cap-and-trade bill Nov 2009
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Kerry (Democrat) - Graham (Republican) — Lieberman
(Independent) objectives:

e Energy supply
* Energy security
* Climate change

Kerry-Graham-Lieberman proposal:
 GHG cap-and-trade
Support for increased nuclear power
Increased access to domestic oil & gas supplies
Trade measures
GHG allowance “price collar”
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Final action requires strong Obama
Administration engagement in legislative process:

State of the Union message

Explaining energy-climate issue to U.S. public
Engaging Democratic and Republican moderates
Releasing principles for energy-climate bill

* Involving cabinet In legislative process
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“I am grateful to the House for passing a [comprehensive
energy and climate] bill last year. This year, | am eager to
help advance the bipartisan effort in the Senate. | know
there have been questions about whether we can afford
such changes in a tough economy; and | know that there
are those who disagree with the overwhelming scientific
evidence on climate change. But even if you doubt the
evidence, providing incentives for energy efficiency and
clean energy are the right thing to do for our future -
because the nation that leads the clean energy economy will
be the nation that leads the global economy. And America
must be that nation.”

-- President Obama, 2010 State of the Union Address
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e EPA moves forward with regulating CO, under the
Clean Air Act

— Already moving in that direction

— Lack of flexibility in the act leads to less cost-effective
regulation and/or prolonged litigation

— Less policy stability
e State and regional programs continue to move forward

— Varying standards and requirements throughout the
country increase costs and complexity for businesses

Congressional solution remains best outcome
for the environment and the economy
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The U.S. Climate Action Partnership

CEO-level partnership

“Call for Action” released
January 2007

“Blueprint for Legislative
Action” issued January 2009

Proposed targets & timetables

- 97%-102% of 2005 levels by 2012
—  80%-86% of 2005 levels by 2020
—  58% of 2005 levels by 2030

—  20% of 2005 levels by 2050
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Presentation Notes
26 companies; 5 NGOs. Consensus process. Detailed recommendations first issued in January of 2007; followed up in January 2009 with stronger, more detailed recommendations. 
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e Coalition of 88
organizations calling for
national energy and
climate legislation

 Signatories included
businesses, NGOs,

national security experts,

labor unions, veterans,
and faith-based groups

e Ad ran in Wall Street
Journal and Politico

A QUESTION OF AMERICAN LEADERSHIP

How will Armerica take badk control of its & gy futire -\-I' enhancing cur national security?

snergy market?

We be-heue it's time for Democrats and Re, puhru:.nﬂ to unite behind bi-partizan, national energy and dimate legislation that
inreases our security and limits emissions, as it preserves and creates jobs.

t's & question of American leadership.
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You can view this on our web site to take a closer look at all the signatories. 


A AL — = = a |I’EW:1¢EHTER
Efficiancy Project Ovearviawy ® ot

CHA'N G E

e Exploring best practices in corporate energy efficiency
strategies

— Project funded by 3-year, $1.4 million grant from Toyota

e Focus is on management approaches to improving
efficiency throughout a company, including:

— Internal operations
— Supply chains
— Products & services

e Research process will culminate in published report

— Major conference set for April 6 with yearlong
communications/outreach campaign to follow.
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(Using World Oil Prices as a Proxy)
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A small number of respondents think oil prices will stay below $74 by 2014; but over 50% see oil prices topping $100 post-2014. This is in line with EIA projects that see oil at about $104/bbl by 2014. 


=

®| PEW_ CENTER
| Global Cariie

Within Two Years

After Two Years, but Before
Four Years

Total

Number of
Companies

27

20

47

Percent

57.4%0

42.69%0

100.0%0
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Presentation Notes
We also asked respondents on their views of climate legislation. 47 of 48 companies believe climate change legislation mandating reductions in GHG emissions would pass eventually in the US. Of that group, 57.4% said it would occur within two years, which means it would have to happen before the end of 2010. The balance of respondents see it happening after two years but before four. 
These numbers are high, and I think it reflects some of the sample bias. A lot of the companies we polled actually support some form of climate legislation. 
Taken together, expectations about high energy prices and impending climate legislation provide the frame of our report: the energy paradigm is changing in ways that are going to complicate the lives of corporate executives, and energy efficiency is a really key solution for dealing with the new complexities. 
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e UTC: Highly decentralized company, but all
business units focused on efficiency

e IBM: Parlayed internal expertise in efficient data
centers into a customer offering

e Dow Chemical: Uses about the same amount of
energy annually as Australia

e Toyota: One of the most efficient car companies in
the world

e PepsiCo: Leading edge of companies focused on
supply chain energy efficiency

e Best Buy: Focus is on marketing energy efficiency
solutions to customers




The 7=If[|ab)jt§ Q)f H]ghjy ®| PEW CENTER

Eﬁ] (‘-j Q_n]?n (:‘O fnl O)?]_ﬂ]]@s‘s ‘ Global ¢ &'y e

1. Efficiency Is a core strategy

2. Leadership and organizational support is real and
sustained

3. Company has SMART energy efficiency goals

4. Strategy relies on a robust tracking and
measurement system

5. Organization puts substantial resources Into
energy efficiency

6. Energy efficiency strategy shows results
/. Company effectively communicates results
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e PepsiCo: Big Hairy Audacious Goals—
purposefully set as stretch targets
— Targeting 20% electricity; 25% fuel; 20% water
savings by 2015 against a 2006 baseline

e UTC: Moved to absolute GHG reduction goal
after years of energy efficiency improvements

— 2010 target to reduce CO, 12% below 2006 baseline

e Dow Chemical: Re-upped on efficiency targets
after exceeding previous goal

— New target: 25% efficiency improvement by 2015
off a 2006 baseline
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Presentation Notes
PepsiCo: If you know exactly how you’re going to achieve your target, it’s probably not ambitious enough. (Intensity targets)
UTC: First set a goal to reduce energy used per dollar of revenue 25 percent below 1997 levels by 2006. This goal was realized in 2001 and reset to a 40 percent reduction by 2006. Actual 2006  savings were 56 percent. New set of goals reflects focus on GHG emissions and the fact that absolute reductions are needed – intensity improvements not good enough. 
Dow: In 1995, Dow became one of the first companies to set a long-term energy efficiency target, going for 20% reductions in energy used per pound of product by 2005. In 2006, the company raised the bar, and announced a new target to improve energy efficiency a further 25% by 2015 – target more ambitious in numerical terms and also because a lot of the low-hanging fruit had already been picked. 
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2008 Toyota Energy Action Plan

Become the North American Leader (#1) in energy usage per vehicle

among all North American Automobile Manufacturing Facilities.

Energy Meterin

All shop metering is operational and meets TMC's requirements.

Develop plan and implementation costs for measuring all utilities ED, Primer, T/C Booths, and all Ovens by the end of November 2002.

Kaizen Scenarios:

TMMI $/MMBTU = $ 6.49 (US) Energy Savings| Savings Implement. Impl.
Current Situation Operational Kaizens Dept. (MMBtus/Veh) ($)/Veh $/Veh Costs ($)
A. Reduce NAMC electrical loads to TMC BS and WE stds; All 056 | $ 363 | % 029 % 50,000
FY '02 Energy Usage m NANC Current Tahara BS=30 WE=12, TMMI Current BS=66 WE = 37
9.0 0 Mother Fant Current B. Reduce painting booth air flow IAW NFPA91. 10% TR 018 | $ 119 [ $ 012|s 20000
e m NAMC Revised Goal reduction from existing 1,266,250 cfm.
67 C. Eliminate air flow in portions of paint booths that work TR 014 | $ 093 | $ 029 | $ 50,000
6.4 63 ﬂ is notbeing performed in. Reduce booth area 3% average.
% 6.0 q 5.6 53 50 \ 50 D. Reduce air volume at lunch and between shifts to 50% of TR 0.05 | $ 036 | $ 012 | $ 20,000
= 4 - - - — = - 1,033,000 cfm. Total of 4.7 hours day. (Gas Savings)
2 % E. Database Kaizens notyetimplemented All 029 |$ 188 | $ 317 |$ 550,000
g 8 N % Sub-Total 1.23 799 $ 3.97 | $ 690,000
=30 § - Investigate and Plan Operational kaizens by 3™ Qtr FY04
§ - Evaluate Major kaizen budgetin 4t Qtr of FY04
\ Major Kaizens
0.0+ T T k 1. Steam Generation through Incinerator Waste Heat T 022 | $ 142 | $ 576 | $ 1,000,000
Plant 1 Plant 2 Plant 3 Plant 4 [gagt Pant ‘06 Average Recovery: 6 kib/hour 60 psi steam
2. EnergySaver panels: 2,000 HIDs, 24 x365 and 100T ALL 0.03 | $ 017 | $ 6.33 | $ 1,100,000
Energy Usage baseload cooling 8 months year
2. Add De-Superheater: Recover heat from ACU for F/IC 0.02 [ $ 0.14 0.58| $ 100,000
0.34 024 pre-heating boiler water make-up water.
030 2 Sub-Total 0.27 173 $ 12.66 | $2,200,000
034 Project Payback = 1.71 Total 1.50 | 9.72 s 16.63 | $2,890,000
| Paint O Plastics Energy Reduction ‘n Usagelveh m Kalzeﬂ Costs Reductioj B Cost/Veh M Kaizen
g B Weld O Other 6.90 $56.00
0.96 \ ) - -
414 W Ass'y @ Stamp g 0.27 o $49.00 T—
§ 4.60 T 632 g 551.11
5 = s 5.09 4.82 $42.00 —
Non-Production Time Energy Usage = 43.1 41.3
% Peak 2.30 T T $35.00 T
Load Avg. NA}?’Q TMC fug Current Operational Major Kaizens Current Operational Major Kaizens
66% Bet. Shift 66 0/“ 300/" Kaizens Kaizens
- eekend 37% 12%
Bet shift I \
37% [ e — Yearly Energy Targets
129% Weekend Plant FY 01 FY 02 (Base Year) FY 03 FY 04 FY 05 FY 06 Total
777777777777777777777777777777777777 Current Plan 3% 3% 3% 3% 12%
Flant Mother plant Additional Plan 0% 3% 5% 5% 13%
New Annual
Key Activities: Reduction Targets 3% 6% 8% 8% 25%
Actual Target
1) Focus on paint shop energy reductions (MMBtu/Veh) 8.12 6.32 6.130 5.750 5.245 4.739 1.58

2) Optimize Non-production energy

I:l— Total Reduction

required to achieve target ( FY02 - FY06)
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Presentation Notes
Different companies use different energy tracking and measurement systems. A common characteristic is the ability to collect voluminous information, while understanding how to present it in a way that senior executives will be able to make sense out of it and be able to act on it. 

Toyota is really renowned for its energy data tracking system, for good reason. Here’s just a snap shot—I don’t expect you to actually be able to read this; it’s just an example of the type of data they collect (energy usage tracked on a per plant basis, then broken down by plant type. The right hand side shows progress they made on some of their specific goals, including reducing air flows in paint booths and generating steam through waste heat recovery. 

As another example, at Toyota’s Kentucky plant their system collects energy data from 30,000 different sources, and the system can in some cases display energy use data on a minute-by-minute basis. However, only four energy metrics get reported as Key Performance Indicators to senior management. At the corporate level that gets further distilled into a single BTU/vehicle metric, which gives corporate executives a simple way to compare energy performance across plants. 
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e PepsiCo: 2% of company’s capital budget goes to a
Sustainable Investment Fund
— Creates dedicated source of funding for environmental
projects
e UTC: Set a goal of investing $100 million in energy
conservation projects by 2010
— So far $96 million worth of projects have been funded.

e IBM, and others, consider co-benefits to energy
efficiency investments

— Co-benefits include increased productivity, improved
worker morale, and broader innovation value
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Presentation Notes
PepsiCo’s SIF creates a defined source of funds for environmental projects. Projects funded by the SIF include a “waste-to-value” project in Turkey that converts organic waste to fertilizer and biogas, leading to 1,350 megawatt hours (MWH) of electricity generation and 550 MWH of heat recovery per year.   
For UTC, by the end of 2008 almost 1,000 projects were identified, valued at over $170 million in implementation costs. $96 million worth of these projects were funded, almost hitting the 2010 goal two years early. Typical measures include lighting, compressed air, HVAC, process improvements, and cogeneration.
IBM, and others, consider co-benefits, such as increased productivity, improved worker morale, and broader innovation benefits to support energy efficiency investments 
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e Dow: Estimates its energy efficiency strategy has
led to $8.6 billion in cost savings and 86 million
tons of avoided CO, emissions

e PepsiCo: Saved $100 million and prevented the
release of 170,000 tons of CO, from 2006-2008

e DuPont: Estimates its efficiency initiatives saved the
company approximately $2 billion between 1990
and 2000

e Best Buy: Estimates that sales of ENERGY STAR
products in 2008 saved consumers about $90
million In electricity savings
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Are you looking for ways to reduce
your company’s energy consumption,
lower greenhouse gas emissions
and save money?
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April 6-7 in Chicago. Registration is now open. 
John Rowe, CEO, Exelon will deliver keynote speech. Companies represented include: HP, Alcoa, Coca-Cola, Mars, Southern California Edison, Pacific Gas & Electric, Citi, Johnson & Johnson, Cummins, Intel, 3M, Whirlpool, and Dell. 
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www.pewclimate.org/energy-efficiency

Andre de Fontaine
Markets & Business Strategy Fellow
Pew Center on Global Climate Change
703-516-4146
deFontaineA@pewclimate.org
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Two weeks of harsh rhetoric and pitched procedural battles

e Basic terms of Copenhagen Accord brokered directly by
President Obama & key developing country leaders on final
day

e Nearly another full day of tense negotiations to allow leaders’
deal to be formalized over bitter objections of a few
governments

e Parties adopted parallel decisions that “take note” of political
accord & open way for governments to individually sign on

e In separate decisions, parties agreed to continue negotiating
toward a fuller agreement in late 2010 in Mexico City

e Uncertainty on formal standing of Copenhagen Accord under
U.N. climate process & about nature of any future agreement
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Aspirational goal of limiting global temperature
Increase to 2 degrees Celsius

Process for countries to submit their mitigation
pledges by January 31, 2010

Terms for reporting and verification of country actions

Commitment by developed countries for $30 billion in
“new & additional” resources in 2010-2012 to help
developing countries reduce emissions, preserve
forests, & adapt to climate change

Goal of mobilizing $100 billion a year in public &
private finance by 2020 to address developing county
needs
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Presentation Notes
Notes on why comprehensive cap-and-trade is superior to energy only bill: 

Power companies and businesses need to know the regulatory rules of the road before they will be willing to invest millions of dollars in new plants.  This uncertainty inhibits investment today, as well the jobs that would go with the investment.  In particular, it inhibits investment in coal carbon capture and storage and in nuclear power. 
China and other countries are investing heavily in clean energy and taking the lead in the booming global market in clean energy technologies.  American ingenuity is second to none, but time is running out.  Every year the United States delays in putting a price on carbon emissions we fall further behind in this race, and lose future jobs. 
The United States continues to be dependent on oil from countries that do not have our best interests at heart.  Until we reward low-emitting transportation fuels and methods by putting a cost on carbon emissions, this dependency is expected to grow. 
Other countries whose support we need to achieve so many of our international objectives – including fighting terrorism and ensuring economic growth – are dismayed that the United States has sat out the climate issue for so many years.  In Copenhagen, thankfully, we showed leadership.  Other nations made clear their intent to contribute to global efforts in Copenhagen; we shouldn't walk away from ours.  If we do not deliver on that promise by reducing our emissions, other countries may be more reluctant to ally with us on our other objectives. 
The States, our courts, and regulatory agencies have all taken actions to begin addressing climate change.  What is needed is the comprehensive national policy that only Congress can produce. 
And, oh yes, climate change itself:  Despite the campaign to convince the public otherwise, climate change is real, is happening now, is largely caused by human action, and presents our children and grandchildren grave risks if we do not start reducing our emissions now.
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