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The Natural Resources Defense Council (NRDC) regghBcsubmits these comments in
response to Tennessee Valley Authority’s (TVA) regiifor review and comment on its Draft
Integrated Resource Plan (IRP) issued Septemb&016,. While NRDC has an interest in
several areas covered by the draft IRP, we focusitial comments on affirming and
strengthening TVA'’s direction on energy efficienahich we believe is fundamental to TVA
meeting its August 2010 renewed vision to help kb&dTennessee Valley region and the nation
toward a cleaner and more secure energy futureD@I&oplauds TVA for its process and for its
commitment to begin the next IRP process by 20fdspnably making this an iterative process
that will allow timely incorporation of technologitadvances and policy developments.

NRDC is a non-profit membership organization witlerag-standing interest in minimizing the
societal costs of the reliable energy servicesdhaalthy economy needs. In this proceeding,
NRDC represents the interests of its nearly 150f@8Mbers and online activists in Tennessee,
Alabama, Mississippi, Kentucky, Georgia, North Gy South Carolina, West Virginia,
Indiana and Virginia in receiving affordable enesgyvices and reducing the public health and
environmental impact of the TVA region’s energy semption.

NRDC makes the following points and recommendatiorikese comments:

e Investments in cost-effective energy efficiency paovide invaluable economic,
reliability and environmental benefits to TVA, itastomers and its region;

e TVA has made a good start toward recognizing thesefits through its August 2010
commitment to help its customers reduce their gnesg and become an energy
efficiency leader in the Southeast;

e TVA can and must do even better than current ptigjes to fully capture the economic,
reliability and environmental benefits of energfiaéncy for itself, its customers and its
region, and to meet its renewed commitment to “kx&dhation in improving air quality”
and in leading “the Southeast in increased endifgyency”;

e In order to accomplish this, NRDC recommends TVA:

1) begin implementation of its August2@nergy efficiency commitment as soon as
feasible;

2) conduct a new energy efficiency potential sttight treats energy efficiency as a real
resource on par with supply-side resources; and

3) pursue an aggressive energy efficiency progeamprup aimed at acquisition of all
cost-effective energy efficiency.

e The financial risk of future greenhouse gas regumatto TVA and its customers is real
and greater than zero and should be reflecteckitRR analysis.



Investmentsin cost-effective ener gy efficiency can provide invaluable economic,
reliability and environmental benefitsto TVA, itscustomersand itsregion

Improving energy efficiency — getting the same eftér comfort and performance from the
nation’s buildings, appliances and equipment whdig less energy — provides enormous
benefits. Utility customers want affordable, rble and environmentally sensitive energy
services, and energy efficiency is a key resouwrgadet those objectives. Investments in
efficiency can significantly lower energy bills amdprove service reliability, create jobs, and
cut pollution.

A recent study by the global consulting firm McKays& Company found that investments

in efficiency could realistically cut U.S. energynsumption by 23% by 2020, saving
consumers nearly $700 billion (net of the enerdigiehcy costs), and creating as many as
900,000 direct jobs (plus many more jobs as conssineivest their savings into the
economy): Other analyses have found an even larger potdatiaavings from efficiency
nationwide? In a typical household, efficiency improvemeras save over $700 per year, or
one-third of its more than $2,200 annual utility. Bi

Energy efficiency is the cheapeassource utilities can use to meet their custonmexesds and
improve energy reliability and security. Efficigngrograms around the nation generally cost
less than 4 cents per kWtor less than half the cost of avoided supply-sid®urces.

Efficiency makes a great investment: every $1 itagin efficiency programs typically provides
customers at least $2 in benefitéind the full savings are even greater since gnefficiency
also avoids the health and environmental costsrtiéidalternatives which are not often
guantified. Energy efficiency is a reliable andiattant procurement resource for TVA and can

! McKinsey & CompanyWUnlocking Energy Efficiency in the U.S. Econoduly 2009,
www.mckinsey.com/clientservice/electricpowernatgaalUS _energy_efficiency/

% See the discussion in Goldstein, Dyisible Energy: Strategies to Rescue the EcoramaySave the
Planet Point Richmond, California: Bay Tree Publishi2§,10, Chapter 3.

% U.S. Environmental Protection Agency, ENERGY STAWRhere Does My Money Go?”
www.energystar.gov/index.cfm?c=products.pr_whereneagoaccessed April 2010.

* National Action Plan for Energy Efficiencjuly 2006, p. 1-6,
www.epa.gov/cleanenergy/documents/suca/napee_negipfriedrich, K. et alSaving Energy Cost-
Effectively: A National Review of the Cost of EgeBgved Through Utility-Sector Energy Efficiency
Programs,American Council for an Energy-Efficient Economyepg®rt U092, September 2009,
www.aceee.org/research-report/u092.htm

® U.S. Department of Energy, Energy Information Adistration,Annual Energy Outlook 2010
DOE/EIA-0383(2010), April 2010, Figure 6@ww.eia.doe.gov/oiaf/aeo/index.htmlevelized
electricity costs for new power plants in 2020 intg capital costs, fixed costs, variable costitfiolg
fuel, and incremental transmission costs.

® Friedrich, K. et alSaving Energy Cost-Effectively: A National Reviéthe Cost of Energy Saved
Through Utility-Sector Energy Efficiency Programsnerican Council for an Energy-Efficient Economy,
Report U092, September 20@8yw.aceee.org/research-report/u092.htm
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reduce price volatility, hedge against financiaks, increase customer satisfaction, improve
economic productivity, keep energy dollars local] areate jobs.

Energy efficiency is the cheapest and fastest wayt pollution. The electricity and natural gas
industries account fanore than halbf the nation’s carbon dioxide (GCemissions, the

primary pollutant causing global warmifglectricity generation is also responsible foamé
portion of the nation’s air and toxic pollutionclading about 70% of sulfur dioxide emissions
and 20% of nitrogen oxide emissions, which causegsas well as respiratory and heart
problems (such as aggravating asthma and increisnghance of heart attacks and strokes).
Electricity generation also contributes 68% of nueyair emissions, which is a potent
neurotoxin that causes developmental problritfie extraction of fossil fuels used to generate
power and provide natural gas service causes additglobal warming and air pollution,
contaminates drinking water, and harms wildlife &melr habitats.

Naturally, one wonders, “If energy efficiency couhlly save the nation $700 billion by 2020,
why aren’t households and businesses already takimgntage of these enormous savings?” As
U.S. Secretary of Energy and Nobel Laureate ChutpiEnergy efficiency isn't just low-

hanging fruit; it's fruit lying on the ground.”But why haven't we picked it up? There is
abundant evidence of market barriers that impedswoers’ ability to make energy-efficient
choices, and regulatory barriers that discouratjéeg from investing in efficiency even though

it is generally cheaper and less risky than povamtpnvestments®

" Electricity generation is responsible for abou¥#@f U.S. carbon dioxide emissions, and natural gas
used in homes, businesses and industries is rabff 14%. In 2007, natural gas used in redidén
commercial, and industrial sectors emitted 25663,.4, and 385.6 million metric tons of €O
(MMTCO2), respectively. U.S. Environmental ProtentiAgency Inventory of U.S. Greenhouse Gas
Emissions and Sinks: 1990-20@%ril 15, 2009, Table 3-5,
www.epa.gov/climatechange/emissions/downloadsO9¢m@df. In 2007, electricity generation emitted
2,397.2 MMTCO2. Total U.S. Cmissions in 2007 were 5,735.8 MMTCO2. U.S. Egvinental
Protection Agencyinventory of U.S. Greenhouse Gas Emissions andg:SI®90-2007 April 15, 2009,
Table ES-3,www.epa.gov/climatechange/emissions/downloadsQ@ike Summary.pdf

8 Ceres, NRDC, PSEG, and PG&E Corporati®enchmarking Air Emissions of the 100 Largest Eiect
Power Producers in the United Statéay 2008 www.nrdc.org/air/pollution/benchmarking/default.asp
NRDC Fact Sheet “Dirty Coal Is Hazardous to Youatlte Moving Beyond Coal-Based Energy,”
October 2007www.nrdc.org/health/effects/coal/coalhealth;pdfear the AirDirty Air, Dirty Power,

June 2004www.catf.us/resources/publications/view/24

° U.S. Department of Energy, “DOE to Fund up to $#6Hion for Retrofit Ramp-Ups in Energy
Efficiency,” September 14, 200Bitp://appsl.eere.energy.gov/news/daily.cfm/hp néw202

9 See, e.g., Golove, W.H. and J.H. Bttarket Barriers to Energy Efficiency: A Critical Rapraisal of
the Rationale for Public Policies to Promote EneEjfficiency Lawrence Berkeley National Laboratory,
LBL-38059, March 1996http://eetd.lbl.gov/EA/emp/reports/38059.pWfestern Governor’'s Association
Clean and Diversified Energy Advisory CommitteerseEgy Efficiency Task Forc&he Potential for
More Efficient Electricity Use in the Western UnitgtatesDecember 19, 2005,
www.naesco.org/resources/industry/documents/200581ddf Kushler M. and P. WitteCan We Just
“Rely on the Market” to Provide Energy Efficienckd Examination of the Role of Private Market
Actors in an Era of Electric Utility Restructuringmerican Council for an Energy-Efficient Economy,
Report U011, September 20@hyww.aceee.org/research-report/u011.htavanagh, R., “Energy
Efficiency in Buildings and Equipment: Remedies Rarvasive Market Failures,” for the National
Commission on Energy Policy, December 1, 2004,
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Energy consumers face many barriers to improvifigieficy, including inadequate information
or time to evaluate efficiency opportunities (aeryone knows who has rushed to replace a
broken water heater, furnace or refrigerator), lactl of efficient product options in local stores.
Residential, business and industrial customerslatkyaccess to capital or face competing
demands for the capital necessary to make stru¢tapaovements or replace major pieces of
equipment. Furthermore, decisions about efficidaugls are often made by people who will
not be paying the utility bills (such as the sitoatof landlords and renters). These are jusia fe
of the numerous and pervasive market barriersciiistomers face in adopting cost-effective
energy efficiency. Experts and experience teadhaisthese barriers must be addressed by
strong policies and effective, sustained prograsietp customers capture the full benefits of
energy efficiency.

TVA can and must be a crucial player in the efforbvercome these barriers and help its
consumers increase energy efficiency. Since helpiistopmers use energy more efficiently is
often the cheapest way to meet utilities’ goalprtavide electricity reliably, affordably, and in
an environmentally responsible manner, TVA sho@dnyesting in efficiency opportunities
whenever it is cheaper than investing in new pguients, wires or pipelines. TVA s in the
perfect position to lead the region to a more snakde energy future.

. TVA has made a good start toward realizing these benefits through its August
20™ commitment to help its customersreducetheir energy use and become an
ener gy efficiency leader in the Southeast

In economic and ecological times such as we cuyréine, no region can afford to ignore a
plentiful, low cost, clean resource like energyadéincy. NRDC applauds TVA’'s commitment
to become an energy efficiency leader in the Sasthe This goal is right in line with other
commitments made by utilities across the varioasest of the region. Meeting this goal will
require a significant ramping up of energy effidgmprograms and infrastructure.

The Southeast region of the United States is wakptp the fact that it has significant,
untapped energy efficiency resources that can beetfectively deployed to satisfy load.
Recent studies, such Baergy Efficiency in the Soutlonducted by Georgia Tech and Duke
University, confirm that load growth from the residial, commercial and industrial sectors
could be met by just using cost effective enerdigiehcy for the next twenty years (through
2030)!* Recent utility rate case decisions across themegre also beginning to recognize the

www.energycommission.org/files/finalReport/111.1.8%%20Remedies%20for%20Failures.dsifown,
M.A. and S.J. ChandleGoverning Confusion: How Statutes, Fiscal Poliayd &egulations Impede
Clean Energy TechnologieSgorgia Institute of Technology, Working Paper #28,
http://smartech.gatech.edu/bitstream/1853/2305%28xpdf Goldstein, D.B.Saving Energy, Growing
Jobs: How Environmental Protection Promotes EcomoBriowth, Competition, Profitability and
Innovation,Bay Tree Publishing, April 25, 2007.

1 Brown, M.A.; Gumerman, E.: Sun, X.; et &NERGY EFFICIENCY IN THE SOUTHpril 12, 2010:
“Aggressive energy-efficiency initiatives in theuslo could prevent energy consumption in the RCI
sectors from growing over the next twenty years iHitiatives would involve actions at multiple &g
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benefits of energy efficiency and requiring utdgito implement energy efficiency programs to
help customers across all three sectors manageetiigy use?

However, there is no reason why any cost effeaiergy efficiency should go to waste. We
would like TVA to commit to use the cheapest resewwhen it comes to meeting the load it
serves, whether it is energy efficiency or othaditional supply side options. Many utilities in
the region have already begun to take that steprat®dcan do so as well to become a leader in
energy efficiency delivery.

[11.  TVA can and must do even better to fully capturethe economic, reliability and
environmental benefits of energy efficiency for itsef, its customersand itsregion

TVA'’s IRP does not incorporate all cost-effectiveesgy efficiency into any of its scenarios or
model runs, which artificially limits the amount efergy efficiency included. TVA should
model energy efficiency as a resource on par withather resource it may deploy to meet
demand. This would allow energy efficiency to ca@tepon equal footing with any other
resource in the modeling exercise. Constrainiegdisployment of energy efficiency in the
modeling in any way other than cost-effectivenessschot allow for all the cost effective
efficiency to be utilized. Modeling results arettéfore skewed in favor of supply-side options
adding resources that are not least cost and girdgebe region to additional unnecessary risk.

The IRP also fails to include any meaningful incestal additions of energy efficiency beyond
2020. The savings estimates are almost entirely fxisting efficiency technologies and
contains little that is not already commercialized cost-effective. TVA essentially estimated
2020 potential and not 2030 potential, and didtakeé into account technology change or
innovation that would create new efficiency oppoities in the 2020-2030 period. This results
in more costly resource investments for custonten aire necessary to meet their needs.

A recent meta-review of more than 20 state, rediand national electricity efficiency potential
studies by ACEEE identified an annual average &ehie electricity savings potential of

(state and local, national, utility, business, padsonal). In the absence of such initiatives, ggner
consumption in these three sectors is forecastow gy approximately 16% between 2010 and 2030.”

121n a Joint Stipulation before the North Carolintiities Commission signed in June 2009, Duke
Energy Carolinas, LLC committed to: “[T]he Compantends to pursue all cost-effective energy
efficiency and to commit to an overall energy efficy target to achieve on-going annual electricity
savings resulting from the Company’s energy efficieprograms of at least 1% of 2009 weather-
normalized retail electricity kwWh sales by 2018.( 1% kWh savings in 2015 and an additional 1% in
2016, to total 2% of weather-normalized retail #ieity kWh sales in 2016, and so on), with savings
each year over the 2009-2014 period ramping ubisancremental 1% per year target. The ability to
ramp up to this goal will give the Company timedgvelop and expand its energy efficiency program
offerings.” DOCKET NO. E-7, Sub 831.

The same stipulation was reached by Duke Energy#rets in a parallel South Carolina rate case.
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1.5%*® Several other relevant studies have been donstemdd be considered. For example,
according to the McKinsey Global Institute stud9@8) of energy-efficiency potential, if all
energy efficiency measures with internal ratesetdinn of 10% or better are implemented, US
residential energy demand could be reduced by 38#&whits 2020 baseline and commercial
energy use could be reduced by 19%n addition, the American Physical Society fouhalt
energy demand from the entire U.S. buildings sg@werything from houses to light bulbs to
office towers to retail stores) would not gratvall from 2008 — 2030 if we deployed energy
efficiency measures costing less than the enemydisplaced®

Another recent study performed by the Georgia timigtiof Technology and Duke University
focusing in the Southeast of the US, found thagtagsive energy efficiency initiatives in the
South could prevent energy consumption in thediesgial, commercial and industrial] sectors
from growing over the next twenty years.” In otknards, energy efficiency programs could
offset all of the forecasted growth (16%) in enedgynand in the South between 2010 and
2030 This of course assumes measures and effortglitiaito utility programs, but the
potential is high nonetheless.

Two important indicators to determine whether ditieincy program portfolio is adequately
aggressive are: (i) the energy savings relativtbeavailable cost-effective potential, and (i th
energy savings and targets relative to achievenatgargets in other jurisdictions. Aggressive
efficiency programs around the country today tylycachieve net annual first-year savings of at
least 1-2% of annual electricity sales and 1-1.5%nmual natural gas sal¥sMany leaders
around the country are now aiming even higher,eachg higher levels of savings and setting
even more aggressive targ&tsAnd since energy efficiency savings are meastetadive to

3 Eldridge, M, R. N. Elliot, and Max Neubauer. 2088ate-Level Energy Efficiency Analysis: Goals,
Methods, and Lessons Learnédnerican Council for an Energy-Efficient Economy.
* McKinsey Global InstituteProductivity of Growing Global Energy Demand: A kieconomic
PerspectiveNovember 2006.
!> American Physical SocietENERGY FUTURE: THINK EFFICIENC%eptember 2008.
®Brown, M.A.; Gumerman, E.; Sun, X.; et #NERGY EFFICIENCY IN THE SOUTHpril 12, 2010
" See, for example, Eldridge, M. et he 2009 State Energy Efficiency ScorecA@EEE Report
E097, October 2009; Nadel, Energy Efficiency Resource Standards: Experiencke an
Recommendation8 CEEE Report E063, March 2006; Kushler, M. etMeting Aggressive New State
Goals for Utility-Sector Energy Efficiency: ExammgiKey Factors Associated with High Savings,
ACEEE Report U091, March 2009; and Eldridge, MaleThe State Energy Efficiency Scorecard for
2006,ACEEE Report EQ75, June 2007. lllinois law, foaeple, sets targets increasing to 1% of natural
gas sales per year beginning in 2016 and increasihd% of sales by 2020 (220 ILCS 5/8-104(c)).
18 States are increasingly adopting goals and agtgesfiectric savings of 2% to 3% of sales per year o
higher and investing more than 4% of electric ressn For example, Efficiency Vermont reports that
achieved electric savings of 2.5% of sales in 2@@8sonal communication with George Twigg,
Efficiency Vermont, August 27, 2010), Massachudetts a goal of 2.4% of electric sales by 2012
(“Patrick-Murray Administration Announces Final Amval of Nation-Leading Energy Efficiency
Plans,” Press Release, January 29, 2010,
www.mass.gov/?pagelD=eoeeapressrelease&lL =1&L 0=H®@ite& oeea&b=pressrelease&f=100129 pr
nation_leading_ee&csid=Eogedlinois law sets a target of 2% of electricesmper year beginning in
2015 (220 ILCS 5/8-103(b)), Arizona utilities haargoal to reach 22% of annual electric sales from
energy efficiency in 2020 (“Commission Gives FiAglproval to Energy Efficiency Rules,” Arizona
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minimum requirements established by building caattes appliance efficiency standards or
standard market practice, savings from efficienmgpams should be expected to be even higher
in states that have not implemented stringent mgldodes or appliance efficiency standards.
TVA should meet their targets in a way that wilbamaize net benefits to customers, including

by helping to upgrade or improve implementatiomaiding codes and appliance efficiency
standards.

TVA should take full advantage of abst-effective energy efficiency by setting anreraérgy
(GWh and MMTherm) and demand (MW) saving targetedaon rigorous analyses of the
achievable cost-effective potential in TVA’s seevierritory™® and committing to aggressively
ramp up their programs well beyond their August@tmitments. Sustained efficiency
programs steadily accumulate savings every yeawigg to be a significant resource in short
order. The steady growth in energy savings carenefficiency particularly valuable compared
to “lumpy” investments in new power plants thakeofhave a portion of their capacity sit idle for
years until the full resource is needed.

IV. Inorder toaccomplish this, NRDC recommends TVA:
1) begin implementation of its August 20" ener gy efficiency commitment as soon
asfeasible;
2) conduct a new ener gy efficiency potential study that treats energy efficiency as
areal resourceon par with supply-side resour ces; and
3) pursue acquisition of all cost-effective ener gy efficiency.

1) Begin implementation of its August*28nergy efficiency commitment as soon as
feasible

Corporation Commission, July 27, 2010,
www.azcc.gov/Divisions/Administration/news/10072 &gy %20Efficiency.pdf.), and Idaho Power
Company and Rocky Mountain Power invest more tRaroféirevenues in energy efficiency (Idaho
Power Company, “Energy Efficiency Rider,” I.P.UNMb. 29, Tariff No. 101, Third Revised Sheet No.
91-1, June 1, 20009,

www.puc.idaho.gov/internet/cases/elec/IPC/IPCEOBDHAL %20APPROVED%20SCHEDULE%2091.
PDFE, Rocky Mountain Power, Electric Service Schedute M3, P.S.C.U. No. 47, Sixth Revision of
Sheet No. 193.2, “Demand Side Management (DSM) Bdgtstment,” June 8, 2010,
www.rockymountainpower.net/content/dam/rocky moimtaower/doc/About_Us/Rates_and_Regulatio
n/Utah/Approved_Tariffs/Rate_Schedules/Demand_3idmagement %28DSM%29_Cost_Adjustment
.pdf). For further discussion of aggressive stateggnefficiency targets, see Furrey, L.A., S. Nadekl
J.A. Laitner,Laying the Foundation for Implementing a FederakEjy Efficiency Standard\CEEE
Report E091, March 2009ww.aceee.org/research-report/e091

' For more information on measuring the cost-effecfiotential for energy efficiency, skational

Action Plan for Energy EfficiencyGuide for Conducting Energy Efficiency Potentialdis,prepared

by P. Mosenthal and J. Loiter, Optimal Energy, ,Ilecember 200Tyww.epa.gov/cleanenergy/energy-
programs/suca/resources.html




The best way to accomplish its laudable goals @nggnefficiency is for TVA to begin
development and implementation of these programseadiately. Even for jurisdictions with a
long history of offering energy efficiency programew programs have an unavoidable ramp up
period associated with the development, tailorind marketing of these programs among
customer classes. The sooner TVA begins work esetiprograms, the sooner it will achieve the
savings they can offer.

2) Conduct a new energy efficiency potential sttitht treats energy efficiency as a real
resource on par with supply-side resources

As the cheapest, cleanest resource available tocustomers’ energy service needs, TVA
should establish cost-effective energy efficiensyta first priority resource in assembling the
most reliable, least risky and lowest-cost portfafi its integrated resource plan. Energy
efficiency should be a more significant resourcésnntegrated portfolio, providing a resource
equivalent to at least 10 to 20% of annual eletyrgales within a decade and continuing to
grow over time?® Efficiency lowers the cost of providing servioapacity and energy savings,
lower fuel costs, defers new investment, reduceslbsses and reserve requirements),
diversifies the portfolio, improves reliability amedduces risk. As such, efficiency should not be
considered just a social program operating onithaises (although it does make customers
happy), and instead should be fully integrated theoutilities’ planning and procuremefit.

3) Pursue acquisition of all cost-effective eneefficiency

Cost-effective energy efficiency is, by definitiartheaper than alternative investments. A cost-
effective portfolio of energy efficiency programopides benefits that outweigh its costs, as
measured by the Total Resource Cost (TRC) tesé TR takes a societal perspective, and
includes the total incremental costs of the en@ffjgient measures that are installed, no matter
who pays for them, as well as the cost of implemgrthe efficiency programs, and compares
that to the benefits they provide to the partictpamd all the utility’s customers from avoiding
supply-side resource costs (including generatiamsimission, distribution, non-energy, and
environmental costs). A cost-effective portfolicemergy efficiency programs, as determined by
the TRC test, helps meet the overarching objediygoviding customers with reliable energy
services at the lowest total cost.

' Nadel, S., A. Shipley and R.N. Elliofthe Technical, Economic and Achievable PotentiaEftergy-
Efficiency in the U.S. — A Meta-Analysis of Re&ntiesAmerican Council for an Energy-Efficient
Economy, in the proceedings of the 2004 ACEEE Sun8hedy on Energy Efficiency in Buildings,
August 2004www.aceee.org/conf/04ss/rnemeta.plifational Action Plan for Energy Efficiency,
“Energy Efficiency: Reduce Energy Bills, Proteat tBnvironment,”
www.epa.gov/cleanenergy/documents/suca/consumer sfeget. pdf

L For more information on integrating efficiencydnttility resource planning and procurement, see
National Action Plan for Energy Efficienc@uide to Resource Planning with Energy Efficiency,
prepared by S. Price et al., Energy and Environatéttonomics, Inc., 2007,
www.epa.gov/cleanenergy/energy-programs/suca/regsintml
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NRDC recommends that TVA only requires th@tfolio of energy efficiency programs to be
cost-effective, not each individual program or megasto enable comprehensive and innovative
approaches to improving efficiency to be includedhe portfolio.

V. Thefinancial risk of future greenhouse gasregulationsto TVA and itscustomers
isreal and greater than zero and should bereflected in the IRP analysis.

TVA should carefully evaluate the impact greenhayse regulations will have on its portfolio

of resources going forward. While Congress mayehacently deferred regulating greenhouse
gases under a new federal scheme, the Environnferatdction Agency (EPA) does not have
such luxury. UndeMassachusetts v. Environmental Protection Agebé49 U.S. 497 (2007),

the Supreme Court of the United States determinadBEPA does have the regulatory authority
to control greenhouse gas emissions. On remanl f&hd that six greenhouse gases
including CQ “in the atmosphere may reasonably be anticipatéil to endanger public health
and to endanger public welfare” and has set abmnitalling those emissions under the authority
is granted to it by the Clean Air Act. It is expsdthat by during 2011, EPA will implement
regulations controlling greenhouse gas emissiams fyoint sources, including power plants.

Additionally, states have continued forward progres regulations to address greenhouse gas
emissions within their jurisdictions. In the Nagtst, ten states begun a collaborative program
controlling CQ from the power generating sector called the Reaji@reenhouse Gas Initiative
(RGGI).?* RGGI became fully operational in 2009 and requiossil fired power plants 25MW
or higher to have an allowance for every ton oL @@y put into the atmosphere. Similar
initiatives are underway for regional collaborattorreduce greenhouse gases in the Midivest
and the West codét Many jurisdictions are also designing or impleiry climate action

22 www.rggi.org(last visited 11/15/2010): “The Regional GreenloGss Initiative (RGGI) is a
cooperative effort among the states of ConnectRataware, Maine, Maryland, Massachusetts,
New Hampshire, New Jersey, New York, Rhode Island, Vermont. Together these ten states
have capped and will reduce power sectop @@issions 10 percent by 2018. RGGI is composed
of individual CQ Budget Trading Programs in each of the ten ppdtang states. Through
independent regulations, based on the RGGI Modk, Rach state’s C{Budget Trading

Program limits emissions of G@&om electric power plants, issues £&lowances and
establishes participation in regional £&lowance auctions.”

23 www.midwesternaccord.or@iast visited 11/15/2010): “Nine Midwestern govers and two
Canadian premiers have signed on to participatdserve in thdidwestern Greenhouse Gas
Reduction Accord@Accord), as first agreed to in November 2007 iihdukee, Wisconsin.
Realizing the unique and major impact that thewdisttern states play in the emissions of
carbon, these governors wanted to institute Midaregpracticality in the debate on global
warming.”

4 www.westernclimateinitiative.orffast visited 11/15/2010): “The [Western Climate
Initiative] WCI began in February 2007 when the &mors of Arizona, California, New
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plans to address their greenhouse gas emissiongdncing the emissions from power
generation features prominently among the strasegi¢lined in the plans. Be it by paying a
cost per unit of pollution or by having to instabllution abatement technology, the era of
emitting pollution into the atmosphere free of dwais coming to an end very quickly. TVA
must incorporate that financial risk into its arsadyin order to properly inform its decisions
going forward.

The Natural Resources Defense Council submits these comments in response to TVA’s Draft
Integrated Resource plan. We look forward to working with TVA.

Respectfully Submitted,

Sheryl Carter
Senior Policy Analyst
scarter@nrdc.org

Luis G. Martinez
Staff Attorney
Imartinez@nrdc.org

Mexico, Oregon, and Washington signed an agreediestting their respective states to

develop a regional target for reducing greenhoaseegnissions, participate in a multi-state
registry to track and manage greenhouse gas emsssidghe region, and develop a market-based
program to reach the target.
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