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The Maine Public Utilities Commission (MPUC) is pleased to present the 2006
Efficiency Maine Annual Report for the fiscal year July 1, 2005 — June 30, 2006.

Efficiency Maine was established in 2002 by the Maine Legislature with the passing
of “An Act to Strengthen Energy Conservation.” Efficiency Maine is a statewide effort
to promote the more efficient use of electricity, help Maine residents and businesses
reduce energy costs, and improve Maine’s environment. Efficiency Maine is funded
by electricity consumers and administered by the Maine Public Utilities Commission. As
detailed in 35-A M.R.S.A. §3211-A, Efficiency Maine’s four primary objectives are to:

1 Increase consumer awareness of cost-effective options for conserving energy:;

2 Create more favorable market conditions for the increased use of efficient
products and services;

3 Promote sustainable economic development and reduced environmental
damage; and

4 Reduce the price of electricity over time for all consumers by achieving reductions
in demand for electricity during peak use periods.

This annual report presents the 2006 highlights for the overall implementation of
Efficiency Maine’s programs.
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In 2006, the groundwork and partnerships established over the previous three years
paid off with tremendous results:

e 74,759 MWh annual savings

* $53.9 million lifetime economic benefits for installed equipment

2.7 to 1 program wide benefit-cost ratio

$0.029 cents per kilowatt hour (kWh) for efficiency savings

700,000 compact fluorescent lightbulbs (CFLs) rebated

445 business projects completed

320,849 metric tons of lifetime carbon dioxide (CO,) emission reductions

After four full years of operation, Efficiency Maine is now a key partner for residential
and business customers, fostering cost-effective electricity savings, reducing green-
house gas emissions, and helping Maine businesses stay economically competitive.
In essence, Efficiency Maine is now the statewide “efficiency utility,” in which
electricity generation, and the associated financial and environmental impacts of
consumption, are averted by thousands of individual energy efficient actions.!
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In 2006, Efficiency Maine offered six distinct programs
encompassing a blend of education and incentives

to influence residential and commercial customers to
adopt efficient technologies. The programs include:
Business, Residential, Low Income, Building Operator
Certification, High Performance Schools, and Education
and Training. Our program portfolio is designed to meet
Efficiency Maine’s dual goals of market transformation
(educating the public and marketplace about efficient
options and where to buy and stock them) and resource
acquisition (reducing electricity consumption immedi-
ately). In terms of accomplishments, the Business and
Residential programs achieved the greatest savings for
Efficiency Maine, 47% and 43% of lifetime MWh savings,
respectively. Low Income and Building Operator
Certification (BOC) programs each account for 5%

of 2006 savings. No savings are claimed for the
Education and Training programs due to the difficulty
of estimating savings. None of the High Performance
Schools projects in the pipeline were completed in
2006; as such, no savings are claimed this year.

Overall in 2006, Efficiency Maine saved 74,759 MWh,
worth an estimated $53.9 million in lifetime economic
benefits representing a 162% increase in savings from
last year.? Cumulatively since 2004, Efficiency Maine
has saved 1,231,241 MWh of lifetime savings, which
is equivalent to the annual electrical consumption of
180,000 Maine homes.? This growth in savings can
be attributed to a number of factors; the foremost, we
believe, is the combination of high energy prices in
2006 and our aggressive winter advertising campaign
in radio, print, and television for efficient compact
fluorescent light bulbs (CFLs).

1The term “efficiency utility” was first coined by our namesake organization and regional partner, Efficiency Vermont, based in Burlington, Vermont.

2Lifetime economic benefits and the benefit-cost ratios are calculated by estimating the total lifetime electricity reductions of the efficient products
multiplied by future avoided energy costs and adjusted for total program and participant costs all discounted to the present year.

1 3The average Maine residential customer consumes 6,817 kWh per year. Energy Information Administration, 2004. http:/Aww.eia.doe.gov/cneaf/electricity/esr/table12.xI
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Program Annual @ Lifetime Efficiency Participant Lifetime Cost/ Benefit/
MWH MWH Maine Costs Economic kWh Cost
Savings @ Savings Costs Benefits Ratio
Business 23,094 321,434 $4,197,219 $4,970,357 $23,148,193 $0.029 25
Residential Lighting 39,047 296,760 $2,312,852 $2653124 $23,118,134 $0.017 47 7777777
Low Income 5,934 37,141 $1,953,685 $0 $2,733,299 s00s3 14 VVVVVVV
Building Operator Certification | 6,684 33,418 | $128,487 $3,078,900 | $4,911,419 | 0096 15 """""
High Performance Schools* n/a n/a | $115,724 n/a 7777777777 n/a ‘ Ma n/a 7777777
Education and Training n/a n/a $166,381 n/a n/a va n/a """"
v owm sam w w owm w
2006 TOTAL 74759 . 688,753 $9,222,101  $10,702,381 $53,011,045 0029 27
Cumiative (F004-2006) 121167 1281201 SR0S68  S2088021  SBS0H  $00% 20

* No schools were officially completed in 2006; as such, savings are not claimed.
** “Other Accounts” include state accounts and control charges, memberships and sponsorships.
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For 2006, total program wide benefits minus total program and participant costs
resulted in an overall benefit-cost ratio of 2.7 to 1, which means every dollar
invested in efficiency returned $2.70 in societal net economic benefits. In terms of
yield (kWh saved per dollar invested), in 2006 Efficiency Maine generated savings
at a levelized cost of $0.029 cents per kWh. This represents a 31% improvement in
yield from our 2005 average cost of $0.042 cents per kWh saved.* By comparison,
a typical Maine residential standard offer electricity supply rate in 2006 was $0.084
cents per kWh for residential and small commercial customers and $0.101 for large
customers.s Compared to the residential standard offer rate, investing in efficiency
is 65% less expensive than purchasing new supply. These savings allow Maine resi-
dents and businesses to reallocate funds to meet other pressing needs.
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Since the inception of Efficiency Maine, cumulative
savings have grown to 121,187 MWh, worth an esti-
mated $86.6 million. During its tenure, the Efficiency
Maine program has achieved a benefit-cost ratio of
2 to 1 and delivered electrical savings at an average
levelized cost of $0.036 cents per kWh.
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Efficiency Maine strives to balance market transfor-
mation goals for an energy efficient economy with
resource acquisition of electricity savings today. We
accomplish these different goals through a portfolio
of programs developed to achieve different levels of
savings objectives over time. One constant across
all of our programs is a focus on geographic equity;
in other words, we attempt to ensure that Efficiency
Maine program opportunities and participation is
proportionate by population statewide.

As a result of our strategic investment in advertising
and program delivery outreach, we were highly
successful overall in ensuring that program lifetime
economic benefits by county were proportionately dis-
tributed by population. For example, 12% of total 2006
lifetime economic benefits from Efficiency Maine were
generated in Penobscot County, which represents 11%
of statewide population. It will always be difficult to
ensure that our efficiency impacts are exactly propor-
tional to population, however, as noted in the map we
are mindful of this challenge.
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Efficiency Maine’s third primary objective as outlined in
statute is to reduce environmental damage, which we
achieve through reduced electricity consumption and
associated CO, emissions. The cleanest, most cost-effec-
tive, and environmentally sound kWh is the one that is
never used. The year 2006 may well be remembered
as the year global warming crossed over in the main-

4 Program reported costs and savings from 2004 to 2006 were re-analyzed for this year’s report and improvements were made in the tracking of participant incremental or
full costs. As such, differences in estimated savings and costs as reported in previous years may be present.

3 5 Maine Public Utilities Commission, Residential /Small Commercial class and Large class electricity supply rates for the time period March, 2006 — February, 2007



stream media from theory to accepted fact. Headlines
from Maine and around the world presented scientific
evidence of current impacts and future projections

of climate change. Prior to the Industrial Revolution,
atmospheric concentrations of CO, were at 280 parts
per million (ppm). Today, CO, concentrations are at
380 ppm. Over the past 400,000 years, temperature
change has trended with changes in CO, levels.
Sadly, the scientific consensus is that climate

change is underway.

Fortunately, Maine can be proud of its investment in
Efficiency Maine which is already generating cost-
effective electric savings while at the same time
avoiding the release of thousands of tons of carbon
dioxide and other pollutants. Efficiency Maine, and

all of our partners, are collectively making a big dif-
ference. In 2006, the lifetime impacts of Efficiency
Maine’s electrical savings of 74,759 MWh averted the
release of 320,849 metric tons of CO,.°

Maine can be proud of these results, and cognizant
that there is additional potential in the marketplace
for further electric savings and emission reductions.
Cumulatively, from 2004 to 2006, Efficiency Maine
saved 573,561 metric tons of CO,, 357 tons of sulfur
dioxide (S0,), and 134 tons of nitrogen oxide (NOx).”
This savings is the emission equivalent of 65 million
gallons of gasoline, or 2,915 rail car loads of coal.
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Building partnerships, generating savings today, and
preparing the marketplace for the efficient choices of
tomorrow are the cornerstones of our approach. We
are grateful for the support of the Maine Legislature
and all of our partners, program participants, and
Program Allies who together, are helping Maine
accomplish great things. The remainder of this report
presents a more detailed review of the individual
programs, key accomplishments, and our projections
for 2007 and beyond.
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& Emission estimates per MWh are based on Maine specific marginal emission rates reported in the “2004 New England Marginal Emission Rate Analysis.”

ISO New England, Inc. May, 2006. Page 16.

7 Carbon dioxide (CO,) is the major contributor to global warming, SO, concentrations exacerbate or may cause asthma and respiratory illness, and NOXx is a major contributor

to acid rain and ground level ozone (smog).
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In its third year of operation, the Efficiency Maine Business Program helped Maine
businesses become more economically competitive and improved the working envi-
ronment for Maine workers. In 2006, the program achieved savings of more than
23,000 MWh, an increase of 92% from 2005. At the same time, overall program
costs, including the costs paid for energy efficiency investments above and beyond
the incentive, increased only 18% from last year. Not only do energy efficiency
projects make sense in strict dollar terms, our past participants are reporting

that the non-energy benefits of energy efficient equipment, such as better lighting,
ventilation, and reduced noise, are increasing worker productivity and comfort.

JUobnoitb oo oo

e 23,094 MWh annual savings
* $23 million in lifetime economic value
* Benefit-cost ratio of 2.5t0 1

Businesses are learning that efficiency pays in many ways. When past participants
consider another purchase, they call Efficiency Maine to understand their options and
make sure their project qualifies. Nearly 15% of this year’s participants completed
a project with Efficiency Maine last year. While repeat participants illustrate how
well the program works with businesses, we have also been extremely successful
at recruiting new businesses. In 2006, approximately 85% of our projects were with
first-time participants. This trend indicates that the market potential for making new
inroads into the business community and with first-time participants remains large.
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Compared to 2005 the number of projects we
completed increased substantially:

« Farm projects increased 200%.

« Lodging facilities increased 70%.

= Schools and colleges increased 65%.

= Manufacturing facilities increased 62%.

In 2006, total economic benefits attributed to the
Business Program exceeded $23 million, while costs
increased only slightly to $4.1 million. This represents
a 200% increase in benefits from 2004 to 2006.

A closer look at 2006 costs reveals that 54% of
program costs, $4.9 million, were paid directly by

the customers participating in the program. Program
implementation, design, and delivery accounted for
25% of program costs, $2.3 million. Direct incentive
payments to customers represented 21% of program
costs, $1.9 million. Overall, the benefit-cost ratio of the
program is 2.5 to 1, representing a return of $2.50 for
every $1.00 of program costs.

By statute, Efficiency Maine must dedicate a minimum
of 20% of overall program funds to small businesses,
defined as those with 50 or fewer employees. Reaching
out to the small business market is a more challenging
and administratively expensive endeavor than serving
the large business sector where one efficiency



opportunity can generate large savings or a greater
“yield” per efficiency dollar invested. Making inroads
with the small business community often requires
more targeted marketing, advertising, and field visits.
Nevertheless, we feel serving this sector of the
economy is vital as small businesses are typically the
most cash constrained and least likely to adopt effi-
cient technologies without the support of an incentive
program. Of the $1.9 million paid out in 2006 to
Business Program participants, 26% went to the
small business market. Overall, across all Efficiency
Maine programs, we estimate the expense associated
with incentive payments, program delivery, market-
ing, and administrative costs represents 20% of total
costs.
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As seen in the pie chart, lighting continues to represent
the greatest efficiency opportunity in the business
market, representing 42% of overall program savings
in 2006. Custom projects at 29% include a blend of
various technology types, of which most include lighting.
Compressed air, at 16% of overall savings, is the third
largest savings opportunity for business participants.
The average estimated life for equipment rebated

by the program is 14 years, which represents more
than a decade of energy efficiency savings that would
likely have been lost were it not for Efficiency Maine.
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The Efficiency Maine Business Program relies extensively on the support and reference
of Maine’s contractor and wholesale supply community to promote energy efficiency
opportunities. These contractors and businesses, from wholesale distributors to individual
electrical contractors, are referred to as “Program Allies” and are the cornerstones of
the Business Program. Without the participation of these Program Allies, the Business
Program would be unable to achieve the results it has to date. In 2006, the program
expanded its relationships with participants, Program Allies, associations and the
media. More than 400 vendors, suppliers, contractors and other efficiency professionals
have signed on with Efficiency Maine as Program Allies since the start of the program.
An increasing number of Program Allies are building Efficiency Maine incentives into
their proposals to customers and making reference to the program on their Web
sites and in their advertising. In fact, in response to the work of Efficiency Maine,
one Program Ally started a company that sells high efficiency industrial process fans
because he saw a market opportunity not met by other suppliers. Another example,
Sysco, a major wholesale supplier to the restaurant and food sector industry, pro-
actively approached Efficiency Maine to identify ways to help cross-market the
program directly with Sysco customers. All of this is evidence of the important role
Efficiency Maine plays in creating jobs and improving the economic conditions in
Maine through the promotion of cost-effective energy efficiency projects.

Increasingly, Program Allies are:

= Inviting Efficiency Maine staff to meet with their customers;

= Asking Efficiency Maine to provide training for their employees; and

= Including us in counter days and other opportunities to meet their customers.

In 2006, Efficiency Maine participated in:
» 38 trade shows e 31 training sessions < 42 speaking engagements

Hoobootoood

In 2006 the Efficiency Maine Business Program made
a particular effort to work closely with trade, industry
and business associations. Associations welcome the
opportunity to inform their members about ways to
both save money and improve worker productivity.
Efficiency Maine’s inclusion in association newsletters
and mailings is often received as a tacit endorsement
from the association, an organization trusted by its
members. Businesses and schools are influenced by
what their peers and competition are doing, which
makes these types of articles particularly valuable in
influencing decision makers.

In 2006, Efficiency Maine:
e Placed 17 articles in association newsletters;
* Made 4 targeted mailings to association
mailing lists; and
« Coordinated 5 presentations through associations.

Eﬁ"zcieng Maine Field StaﬁTim Clark ([eﬁ) with Greg
and John Ingraham of Gold Top Farm in Knox, Maine.
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across the state. The

news releases bring positive
recognition to participating
businesses for their efforts,

and make other businesses
aware of Efficiency Maine
through real-life success stories.
A variety of scenarios are por-
trayed so that business audiences
of all types can see the potential benefits.
Contact information is always included in
the news releases — and usually published
— to make it easy for interested businesses
to learn more. This focused effort ensures that
the Efficiency Maine program opportunities are well
known throughout the state.

In 2006, our media efforts resulted in:

= Approximately 34 stories appeared in print and broadcast media throughout the state.

« Placements in special newspaper inserts published by the Maine Department of Agriculture and the Small Business Administration.

< A Smith’s Farm article was featured in the Bangor media and in the Potato News industry journal in July 2005.

= In September 2005, the Maine State Ballet project was featured in Falmouth area weeklies.

= A story about Jackson Lab in Bar Harbor was publicized in September 2005, and in November of that year a series of energy saving tips
for businesses appeared in various weeklies throughout the state.

< In June 2006, Graves Shop N’ Save was featured in Aroostook County’s Star Herald.



