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Energy markets are:

» More complex and costly
» Increasingly volatile

» Technologically diverse

» Socially significant

Within the enterprise:

» Focus on costs and
compliance

» Limited internal capacity
and investment resources

» Multiple stakeholders

» Sustainability pressures
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Energy market continues to change unpredictably

§% REUTERS

ENERGY MANAGER TODAY
Home News Columns Videos Webinars White Papers U.S. Sllpl' cme CO“]’ t BlOCkS

Obama's Clean Power Plan

An unusual 5-4 decision halts the federal effort to curb carbon dioxide emissions from
power planis while the court battle continues

POLICY PROCUREMENT ~ MONITORING ~ CONSERVATION

Home  Conservation

Energy Managers Buoyed By Supreme Court’s

Demand Response Decision .
February 4,2016 By Ken Silverstein the guardlan

M clection2016 US world opinion sports soccer tech arts lifestyle fashion business travel environment = browse all sections

home » environment ) energy pollution climate change wildlife

S ok San Francisco adopts law requiring solar

Guardian Environment

Networl pane]_s on all new bUﬂdiI'lgS

4 | 27 July 2016 The New Energy Future Webinar EDISON ENERGY

© 2016 EDISON ENERGY.® All rights reserved. Confidential.




Energy markets continue to change unpredictably

Non-Grid energy spend forecasted to grow at
large C&l users rapidly: but how much?

166

Analyst estimate
(base case)

Analyst reports
project non-grid
spend rising to 39B,
or 19% of all C&l
energy expenses — if
we assume non-grid
investments
cannibalizes grid
spend one to one
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S Giridl (Spend on Kwh from Utility or REP)

Bion-grid (Irvestments in DG, efficiency, enendy senvices €ic)

Customer
expectation

This is close to
customer
expectations — C&l
companies expect to
spend an average of
29% of their total
energy expenditures
on non-grid sources
in 2023

‘German’
situation

In Germany today,
48% of generating
capacity is distributed.
If we assume that total
C&l spend follows the
same distribution, and
this happened in the
UsS, non-grid spend
would be 98B

The New Energy Future Webinar

© 2016 EDISON ENERGY.® All rights reserved. Confidential.

Even environmentalists underestimated
the global growth of solar

Real vs. Projected Growth in Solar
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Energy markets continues to be volatile

U.S. National Average Natural Gas Price

End of day Commodity Futures Price Quotes for
Natural Gas (NYMEX)
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Natural Gas prices continue to be volatile
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And the future portends
further change

» 147,000 energy tariff changes per year on
average (from trivial to meaningful)

» The number of new energy start-ups
approaching the number in IT

» Clean energy patents filed continues to
grow rapidly; 899 in Q2 2015 alone

Startups as % of all companies, 5 year moving avg.
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518,519

Electricity
Generation, T&D
NAICS 2211

Energy Services
SIC 491199

Manufacturing
NAICS
31,32,33

2001 2003 2005 2007 2009 2011 2013

All sectors patents by Quarter, 2002-2015

Source: Clean Energy Patent Growth Index (CEPGI), Q2 2015
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And the future portends
further change

»

»

»

»

»

147,000 energy tariff changes per year on
average (from trivial to meaningful)

The number of new energy start-ups
approaching the number in IT

Clean energy patents filed continues to
grow rapidly; 899 in Q2 2015 alone

Increasing global pressure on
climate change;

—Over 2/3 of the Fortune 500 have
sustainability policies today

—Paris Accords driving change

—1,000+ companies now pricing carbon

Shareholders filed a record number of
climate change resolutions in 2015

Startups as % of all companies, 5 year moving avg.
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OUR DATA

We conducted a comprehensive study of how the world of energy management
was changing

Corporate Large Experts

and Analysts

Ethnographies Survey

26 global companties 542 medium and large AU
= 'y . +30 expe rviews
- U.S. companies

+100 executives and .
Synthesi reparts
/ energy mangers ; _ )

i
{.

= 4
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What we found

1. A quiet revolution Is underway
2. Integration Is the key challenge

3. The industry has not caught up
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A QUIET REVOLUTION

Most large companies have already adapted to the changing demands of the

energy world

Centralization is one major trend that has reshaped energy groups over the past 10-15 years

8%

of companies with

+$1bn revenue now have a

centralized energy

management function

<

1980s 1990s 2000s 2010 -
e T
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decision- | o 1
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makln ........................................... e >
g 3 Q
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Residential REIT .. ... ................................. @ I >
o 1
Discount Retailer ... : Q ...... >
! 0
Commercial REIT ... . iy Q ............ >
1
Departmentstore ... @ O, >
L 0
Major Pharma ................... e >
¢ 1
Fumniture Manufacturer A @ >
0 1
Global Financial Co. .. ... ... ... ........................... Q ............... >
0
Centralized !
Sporting goods manufacturer
oxperts/  SPOTing goods manufacturer é >
center Entertainment Co. ... ° ¢ >
L of excellence
0
Early centralizers Mainstream Laggards
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A QUIET REVOLUTION

Energy has ‘suddenly’ become a strategic imperative

“Oh, and by the way;"the sustainability thingiis
going to be your responsibility. I have no idea what
it is, but all I know Is that we’ve got activist
investors up our [rear] about it ... You will have to
just figure this whole thing out.”

:

Head of Property Management at Commercial REIT, describing what the COO told him when
promoting him to his current position
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A QUIET REVOLUTION

But at most companies, energy concerns remain an unwelcome distraction

“People could argue that they should never have
deregulated telecommunications ... It might be _ _
something similar for utilities...” “We’re a retailer. We’re not in the

energy management business.”

“Not our core
competency.” “I’m not an
energy professional.”

“Not part of our
“We have to blow

core business.” people’s minds in real
estate, not energy.”

“We’re not an

energy company.” “We’ve been distracted ... because
we've had to go looking for power.”
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Only 6% | what s holding

of companies surveyed believed

they had exhausted all opportunities com pan | S baC kr)

for energy savings
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INTEGRATION IS THE KEY CHALLENGE

In most companies, there is no clear language for how to talk about energy
- and a new type of energy manager is using this disconnect to their advantage

Corporate
Affairs

DOES IT MAKE

Marketing US LOOK GOOD?

DO g Ty

customers 7

WANTIT?  /
NON-ENERGY WORLD

ENERGY WORLD \
DOES ITUSE — §
LESS ENERGY?

- ~
Language: kW/h ~

The DOES IT COST
Engineer LESS MONEY?
Language: $

The
Accountant

GAP

Finance
IS IT A GOOD _
INVESTMENT? Executive
Suite
N DOES IT FIT OUR

N\ STRATEGY?

' COMMUNICATION \

I WHAT VALUE DOES
J O ITCREATE?

7’ ~

DOES IT CREATE The
LESS CARBON?
Language: CO,

Entrepreneur

The
Environ—
mentalist
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INTEGRATION IS THE KEY CHALLENGE

A lack of data and universally accepted standards leads to confusion and

missed opportunities

Lack of clear data

4%

of respondents from companies with +$1bn revenue

did not believe their company had
an ‘accurate overview of how
much energy it consumes and

why.’

For companies with a decentralized energy function,
the figure goes up to 41%.

No agreement on the right metrics or
benchmark to use

Examples of 3 party credentials used by the companies we
met to guide internal benchmarks

CARBON
DISCLOSURE
PROJECT

“Nobody’s written the book on
energy [management].”

— Energy Manager, Big Box Retail
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INDUSTRY HAS NOT CAUGHT UP

Industry service firms are only adding to the confusion

Because most providers lack the ability to credibly integrate
companies end up managing a vast number of siloed vendor relationship

———
- ~ o~

~
e

Vendor #1 !, St Vendor #2
Utilty Bill Payment /@ ®  De-regulated Market Analysis
0
/

/" “Someone could drop Off and Bidding Platform
/allthepartstobuilda
 Ferrari in my driveway and

| would never have a
\ working Ferrari... | would /

/
\

build a go-kart.” !

Vendor #5

Vendor #6 ‘
Solar PPAs !
1

\

\

\
‘ Vendor #3

o BAS and diagnostics
I
1

/

NE! , »/ Vendor #4
Utility Rebate ~ VP Sustainability & Investment, @ Data analytics and
. . 4 .
Analysis o S\ National REIT .7 ° realtime energy use

~ -
-~ -
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INDUSTRY HAS NOT CAUGHT UP

The lack of credible industry partners is a barrier to innovation

Many companies saw a lack of credible
industry partners as a barrier

“Lack of a credible partner is a barrier to investing in large
energy management initiatives”
% respondents in companies with +$1B revenue
n=541

Disagree
= Neutral

mAgree

“l don’t trust who’s out there. I'd
rather work with utilities than, you
know, Joe Shmo solar.”

— Chief Investment Officer and EVP, National REIT

Without a credible partner,
everything else seems more difficult

Perception of Barriers to Investing in Energy Management by
respondents who agree they lack a credible partner in energy
% respondents in companies with +$1B revenue
n=541

100% -

80% - 71%
64%

69% 69%

66%

58%
60% -
6%
40% -
6%
3% 1% 1%

20% - 1%
0% - .

% who agree to barriers in energy mgmt.
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W %%e %@Q Qo« \N\ ,\Q\(\fb
®o°\ Ot &° OOQ it o+°
R ;\\,ﬂ@ %00\ o & N
O 2 Qe 2 e

NS 0 O @

Grb(\ \:& \/@o

m Respondents who agree they lack a credible partner

Respondents who disagree they lack a credible partner
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One big question:

New Temporary

OR

normal? adjustment?
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What are the largest energy users looking for?

A summary of the ReD Findings:
Solutions that consistently lower cost, simplify operations and help deliver
compliance and sustainability goals across the enterprise

Lower costs Sustainability Dependable supply Scale for the
entire enterprise

Delivered simply.
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What is needed to meet those users needs?

Our perspective: Three critical elements

INSIGHT INTEGRATION SIMPLIFICATION

Committed outcomes
Technical & program solutions Predictable pricing
Engineering expertise Achieving your
Unique partnerships sustainability goals
Optimizing supply and demand Energy-as-a-Service
Enterprise-wide

» Energy use and costs Project delivery
» Market trends

» Technology trends

» Compliance and incentives
» Standards & best practices

» Actionable roadmaps

M
M

M M M M
M M M

M

23 | 27 July 2016 The New Energy Future Webinar EDISON ENERGY’

© 2016 EDISON ENERGY.® All rights reserved. Confidential.




Improve your relationship

with energy |
© | A

3
12 S
ME |§ : Energy-as-a-Service —
J_\f@ Lol | [s]
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Making energy simple again: Energy-as-a-Service

» Choice

—Energy-as-a-Service (EaaS) vs.
Energy-as-a-Commodity

—Tailored solutions to your
specific requirements
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Making energy simple again: Energy-as-a-Service

» Choice

—Energy-as-a-Service (EaaS) vs.
Energy-as-a-Commodity

—Tailored solutions to your
specific requirements

» Guaranteed outcomes

—One overall energy bill at a
lower price point

—Predictable and committed values
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Making energy simple again: Energy-as-a-Service

» Choice

—Energy-as-a-Service (EaaS) vs.
Energy-as-a-Commodity

—Tailored solutions to your
specific requirements

» Guaranteed outcomes

—One overall energy bill at a
lower price point

—Predictable and committed values

» Delegation of complexity

—A partner to handle all the
complexities of technology, financing,
engineering, deployment and
maintenance

—Single point of accountability

—A partner in realizing your
sustainability goals

—Allows you to focus your
attention and your capital on
other strategic projects
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Making energy simple again: Energy-as-a-Service

» Choice » Delegation of complexity
—Energy-as-a-Service (EaaS) vs. —A partner to handle all the
Energy-as-a-Commodity complexities of technology, financing,

engineering, deployment and

—Tailored solutions to your :
maintenance

specific requirements

—Single point of accountabilit
» Guaranteed outcomes glep y

—A partner in realizing your

—One overall energy bill at a sustainability goals

lower price point

—Allows you to focus your
attention and your capital on
other strategic projects

—Predictable and committed values

Making Energy Simple Agains™
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The “nhew” model: Delegation of Complexity

Engineering

Construction

Technologies

0&M

Financing

29 | 27 July 2016

Design and

Development
...................................................... >
Bid, Contract, Build
...................................................... >
Warranties
Partner
Service
Contract
...................................................... >
Construction

Debt & Equity

The New Energy Future Webinar

Energy-as-a-Service

......................................................... >

Electricity, Heating &
Cooling

$/unit Contracted
( ............................................................
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Tangible Benefits

Lower energy costs Sustainability
Improved resiliency Predictability in pricing
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The “rules” drive underinvestment in energy

» Traditional energy pricing has Likely, you have already
shown a 3% CAGR harvested the “low hanging fruit”
» Leading companies have shown an
abi”ty to reduce energy eXpenses The Need to Change the Energy Investment Profile
and slow the rate of growth L4 -
» Leading companies are limited S —
in their ability to “shape” the 0.80
price curve further gjg
—Investment profile 0.20
0.00
—Com petition for Capita| year 1 year 3 year 5 year 7 year 9
—Capacity and capability of the team Bl Traditional
- Current BIC

Source of energy price growth statistics:
Deutsche Bank Market Research 2-16 calculated both historical averages in the US
and projected price growth into the future (despite oil price drops)
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Changing the “rules” on energy with Energy-as-a-Service

LARGE reduction in total energy spend

over 10 years by changing the “rules” for the average C&l customer*

The Need to Change the Energy Investment Profile
» Could be as much as 50% over & &y
1.40
10 years 1.20 —
IF you: =
»
- 0.80
“ ” : 0.60 \
—Change the “rules” and consider 0.40
energy investments to be strategic 0.20
. . . . 0.00
—Bring diverse skills, capacity and S A e X b 6 A B o O
: : L F &F L F L L F LA
integration to the energy challenge R A S R
. B Traditional
» Work with an EaaS Partner —
- Strategically Investing in Energy
- Integrated & Accelerated Approach

* Customer and location dependent
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Example:
The University of California, Irvine (UCI) Microgrid

2500 “Deep Energy Efficiency” /_/,,-»
Combined heat and
E 2 O 00 \)P\I power plant :
Y residen ma's

— t'_g P’ Jﬁ@/f& Better Buildings Challenge

v 4 A \
a W =
3 &V ot
1 LEED Gold
U) 1 500 new construction
:) Statewide A
D_ Campus-funded Energy Energy 5 Flex \"ou\r Power \ v
= energy energy projects :’:ur':::;:hlp ::pr:':‘;::'p “Best Overall"Award
3 ~ e T T

[ . Gt e
new construction
1000 F————— e ———
1990 2000 2010 f3%4§{i
YEAR (@
< N/
@ 2016 Advanced Power and Energy Program @)—(!J
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Summary of the New Energy Future:

» The energy market is complex and changing rapidly

» A new business model, EaaS, offers large energy users a way for them
to:

—Lower their energy costs
—Improve energy resiliency
—Increase price predictability

—Achieve their sustainability goals

» Making energy simple again
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: Edison Energy®: .
1 Making Energy Simple Again*"
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