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Preface

Section 205 of the Department of Energy Organiza-
tion Act of 1977 established the Energy Informa-
tion Administration (EIA). One of the mandates in
this legislation is that EIA prepare for Congress an
annual report summarizing both activities and
information collected and published. EIA’s major
1998 accomplishments are profiled in the body of
this edition of the Annual Report to Congress.

Appendix A contains abstracts of significant re-
ports issued by EIA in 1998 and a chart of all
titles and a list of all feature articles published
during the year. Appendix B contains graphs of
selected performance measures. Appendix C lists
contact information for EIA subject matter spe-
cialists. Appendix D lists the major laws which
form the basis of EIA’s legislative mandate.
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How to Obtain EIA Products and Services

For further information on any of the following services, or for answers to energy information
questions, please contact EIA’s National Energy Information Center:
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Energy Information Administration Fax: (202) 586-0727
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Electronic Products and Services

EIA’s Internet Site Services offer nearly all EIA publications. Users can view and download
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applications, and find out about new EIA information products and services.

World Wide Web: bttp.//www.eia.doe.gov
FTP: fip.//ftp.eia.doe.gov

EIA also offers a [listserv service for EIA press releases and other short documents. Sign up
on the EIA World Wide Web site.

EIA’s CD-ROM, Energy InfoDisc, contains most EIA publications and major energy database
applications. The Energy InfoDisc, produced quarterly, is available for a fee from STAT-USA,
Department of Commerce, 1-800-STAT-USA.

Printed Publications

EIA directories are available free of charge from NEIC. Recent periodicals and one-time reports are
available from the Government Printing Office. Older reports are available from the National
Technical Information Service.

Superintendent of Documents National Technical Information Service
U.S. Government Printing Office U.S. Department of Commerce

P.O. Box 371954 Springfield, VA 22161

Pittsburgh, PA 15250-7954 5285 Port Royal Road

(202) 512-1800 1-800-553-6847

(202) 512-2250 (fax) (703) 321-8547 (fax)

Questions concerning the contents of this report
should be directed to Mary Ellen Golby
(202) 586-1094
mary.golby@eia.doe.gov
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Introduction

Since its creation in 1977, the Energy Information
Administration (EIA) has provided high-quality
energy information products and services to a
broad spectrum of customers across the Nation
and around the world, including Congress, repre-
sentatives of the print and broadcast news media,
businesses, officials of Federal, State, and local
agencies, foreign governments and international
organizations, students, librarians, researchers,
lawyers, and private citizens. Our motto: “On-line
or off the shelf, EIA is the first place to go for the
last word in energy information.” Established as
an independent statistical and analytical agency
within the U.S. Department of Energy (DOE), EIA
was charged by its enabling legislation with:

® Maintaining a comprehensive data and informa-
tion program on energy resources and reserves,
energy production, energy demand, energy tech-
nologies, and related financial and statistical
information relevant to the adequacy of energy
resources to meet the Nation’s demands in the
near- and longer-term future.

® Developing and maintaining analytical tools
and collection and processing systems; provid-
ing analyses that are accurate, timely, and
objective; and providing information dissemi-
nation services.

Five years ago, EIA was one of the 28 depart-
ments and agencies selected as a pilot project
in the Office of Management and Budget’s im-
plementation of the Government Performance
and Results Act (GPRA) of 1993. Beginning with
Fiscal Year 1997, GPRA required Federal agen-
cies to prepare: (1) strategic plans that define an
agency’s mission and long-term general goals,

(2) annual performance plans containing specific
targets, and (3) annual reports comparing actual
performance to the targets set in the annual
performance plans.

EIA’s experience as a pilot program participant has
been crucial in preparing the agency to meet the
GPRA requirements. EIA has already completed
several strategic planning cycles, establishing and
refining program goals, objectives, action plans,
and, most importantly, the performance measures
that help gauge agency progress in realizing its
goals and objectives. This annual report, EIA’s
twenty-second, provides a narrative summary of
program accomplishments. It also documents
EIA’s success in meeting the specific quantitative
performance targets set out in the strategic plan.

In 1998, EIA continued to emphasize improving the
development and delivery of timely, innovative,
customer-oriented products and services; standard-
izing core business systems; and raising productiv-
ity through performance measurement and quality
management. Selected 1998 accomplishments are
highlighted on the following pages, including
major program initiatives, business reengineer-
ing, improvements in information dissemination,
performance measurement activities, a new pro-
cess for developing an analysis agenda, and our
customer feedback program.

Finally, in October 1998, EIA was awarded the
Energy Quality Achievement Award in a cere-
mony hosted by Secretary of Energy Richardson.
The award, modelled on the Malcolm Baldridge
National Quality Award and OPM’s President’s
Quality Award, is the highest-level quality award
DOE has ever bestowed. (For more information,
see page 11.)
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Selected Program Highlights

Study on the Impacts of
the Kyoto Protocol

On October 9, 1998, the EIA Administrator testi-
fied on EIA’s report “Impacts of the Kyoto Protocol
on U.S. Energy Markets and Economic Activity”
before the U.S. House of Representatives, Com-
mittee on Science. This study was requested by
both Representative James Sensenbrenner, Chair-
man of the Committee, and Representative George
Brown, ranking minority member, thus represent-
ing a bipartisan initiative. Intensive interest in the
study was indicated by the 108,148 Internet acces-
sions it received during the first week of release,
a record for any EIA publication, and also by the
more-than-35 invited presentations on the analy-
sis, with many provided to high ranking officials
in the Administration, including Janet Yellen,
Chairman of the Council of Economic Advisers,
and Katie McGinty, then Chairman of the Coun-
cil on Environmental Quality.

In December 1997, the U.S. and other developed
countries agreed at the 3™ Conference of the Par-
ties in Kyoto, Japan, to limit their emissions of
greenhouse gases to specified average levels dur-
ing the period 2008 to 2012. The U.S. target is a
7-percent reduction in greenhouse gas emissions
below its 1990 emission levels. Since about 83
percent of the greenhouse gas emissions in 1990
were carbon dioxide associated with energy com-
bustion, reductions in greenhouse gases of the
size stipulated for the United States by the Kyoto
Protocol would likely have significant impacts on
U.S. energy markets. This is the case despite the
fact that the Kyoto Protocol allows some flexibil-
ity, both domestic and international, in meeting
the target, including: offsetting reductions in
greenhouse gases other than carbon dioxide that
are covered by the Protocol; forestry and land
use actions that absorb carbon dioxide (“sinks”);
trading of carbon permits among countries; and
actions undertaken to reduce greenhouse gas

emissions or develop carbon-absorbing sinks, such
as forests and other vegetation, in other countries.

EIA’s study examined six cases each, with differ-
ent reductions in energy-related carbon emissions
(Figure 1). In the case with the least stringent
target for domestic energy-related reductions,
carbon emissions are reduced by an average of
122 million metric tons a year relative to the pro-
jected baseline emissions between 2008 and 2012,
representing an increase of about 24 percent
above 1990 levels. For the most stringent target,
emissions are reduced on average by 542 million
metric tons relative to the baseline, or 7 percent
below 1990 levels. Each case implicitly assumes
different levels of international actions, offsets, or
sinks, but these are not directly quantified. To re-
duce energy-related carbon emissions, EIA assumed
that a carbon price would be added to the price
of energy fuels at their point of consumption
which would be based on their carbon content.
The mechanism was assumed to be a government-
run auction of carbon permits, with the govern-
ment collecting the revenues and then returning
those revenues to consumers through rebates of
income taxes or social security taxes.

Highlights of the study include:

® The carbon price required to reduce U.S. energy-
related carbon emissions ranges from $67 to
$348 (1996 dollars) per metric ton of emissions
in 2010, depending on the amount of permits
that can be purchased internationally, on cred-
its that can be taken for projects to reduce
emissions or develop sinks in other countries,
and on domestic actions to reduce other gases
and increase sinks (Figure 2). Higher energy
prices and the impact of the higher prices on
the U.S. economy encourage consumers to
reduce energy consumption by between 4 and
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Ficure 1. Carbon Emissions in the Reference and Six Target Cases, 1990-2020
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18 percent in 2010, relative to the baseline, by
reducing their utilization rates for energy ser-
vices and purchasing more efficient equipment.
Shifts from more to less carbon-intensive fuels
also occur in the cases examined. In the more
stringent reduction cases, the carbon price
declines by 2010, as more efficient and lower-
carbon technologies become economically
available and penetrate beyond the 2008-2012
target period. In all cases, energy consump-
tion increases between 2010 and 2020, as the econ-
omy grows and carbon prices flatten or decline.

Because coal is the most carbon-intensive of
the fossil fuels, the price of coal rises dramati-
cally, with the delivered price to electric genera-
tors increasing between 153 and 800 percent
in 2010 relative to baseline projections. Total
coal use is lower than the baseline by between
18 and 77 percent in 2010, due mainly to lower
consumption for electricity generation. Electri-

city generation from coal is as low as 4 percent of
today’s level by 2020 in the most stringent case.
Coal used to generate electricity will be replaced
by natural gas and renewables and also by the
continued operation of many existing nuclear
plants, which would be expected to retire in
the absence of the Kyoto Protocol. Increases
in natural gas consumption for electricity gen-
eration more than offset reductions in natural
gas consumption by residential, commercial,
industrial, and transportation consumers, with
total natural gas consumption higher than natu-
ral gas consumption in the reference case by
between 2 and 12 percent in 2010. Average elec-
tricity prices are expected to be 20 to 86 percent
higher than prices in the baseline in 2010, com-
pared with prices in the reference case.

Petroleum consumption is lower than it would
be without carbon reductions but remains
above current levels because most petroleum

Energy Information Administration/Annual Report to Congress 1998



is used for transportation where there are only
limited options to shift to less carbon-intensive
fuels. Due to the carbon price, the average
price of gasoline could be between $0.14 and
$0.66 per gallon higher in 2010 than it would
be otherwise, thereby reducing gasoline con-
sumption by between 3 and 18 percent in 2010
compared to consumption in the baseline.

When energy costs rise, other factors of pro-
duction, including labor and capital, become
relatively less expensive. Energy price increases
encourage adjustments in which labor and capi-
tal are substituted for more expensive energy.
In the process, some economic potential is lost,
a fact which could reduce the “potential” GDP
from a growth rate of 2.0 percent per year
between 2005 and 2010 in the baseline to 1.9
percent a year (Figure 3). Returning carbon

revenues to consumers will offset some of the
negative impacts on the economy. In the
baseline, the actual gross domestic product
(GDP) grows at an average rate of 2.0 percent
a year between 2005 and 2010. As a carbon
price is introduced, the average growth could
be reduced to 1.6 percent a year, assuming a
social security tax rebate, or to 1.2 percent a
year, assuming a personal income tax rebate
(Figure 3). As carbon prices decline and the
economy adjusts, GDP rebounds and the aver-
age growth rate between 2005 and 2020 is only
slightly less than in the baseline.

EIA also analyzed cases with alternative assump-
tions about higher and lower economic growth,
faster and slower technology change, and the
construction of new nuclear generation plants.

FiGure 2. Motor Gasoline Price in the Reference and Six Target Cases, 1990-2020
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Ficure 3. Potential and Actual GDP Annual Growth Rates, 2005-2010
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EIA’s Greenhouse Gases Program
in 1998

The aftermath of the Kyoto Protocol dominated
the work of the Energy Information Admini-
stration’s Greenhouse Gases Program in 1998.
While most EIA activities can help measure green-
house gas emissions or are useful to an analysis
of current or prospective climate change policies,
the EIA has two statutory programs (required by
Section 1605 of the Energy Policy Act) that were
particularly affected:

® The EIA’S annual estimate of U.S. greenhouse
gas emissions;

® The “Voluntary Reporting of Greenhouse
Gases” program, which collects and reviews
emission reductions reports from corporations,
and publishes the results on the Internet, in a
CD-ROM database, and in an annual report.

The Emissions Inventory Program

The United States is required by the 1992 Frame-
work Convention on Climate Change (the Rio

Treaty) to submit periodic emissions inventories
to the Convention Secretariat. Countries that ratify
the Kyoto Protocol are to use their national inven-
tories to demonstrate compliance (or otherwise)
with the Protocol target emission levels. The Kyoto
Protocol (if adopted) would require parties to put
in place “a national system of emissions estima-
tion” and to submit more frequent, more detailed,
and more comparable national emissions inven-
tories to the Secretariat.

Consequently, government agencies, the press,
legislators, corporations, advocates, and analysts
all developed a sudden intense interest in the
details of greenhouse gas emissions inventories.
Since energy-related carbon dioxide emissions
account for 82 percent of U.S. emissions, and these
emissions are caused by combustion of fossil fuels
and are measured by recourse to EIA energy statis-
tics, this intense interest translated into a flow of
telephone calls and e-mails to EIA staff and numer-
ous requests for public presentations. During 1998,

6 Energy Information Administration/Annual Report to Congress 1998



EIA staff made inventory-related presentations to
National Laboratory executives, the Air & Waste
Management Association, the Chemical Manufac-
turer’s Association, steel industry executives, the
American Statistical Association, a United Nations
Commission on Trade and Development (UNCTAD)
forum, and several less formal venues.

In addition, EIA staff provided technical exper-
tise on emissions inventories to the international
community and to other Government agencies.
At the request of the State Department, EIA staff
participated in expert working group meetings
hosted by the Secretariats of the Framework Con-
vention on Climate Change and the Intergovern-
mental Panel on Climate Change. EIA staff also
provided technical assistance on energy statis-
tics and emissions estimation issues to the
Policy Offices of the Department of Energy and
the Environmental Protection Agency, the State
Department’s Office of Global Change, and the
Defense Department.

This year’s report, Emissions of Greenbhouse Gases
in the United States 1997, contained several inno-
vations, including the first estimates of carbon
dioxide emissions from natural gas production,
and new approaches to characterizing the uncer-
tainty in emissions estimates.! In addition, EIA
posted a “flash” estimate of 1997 emissions on its
Web site in June 1998, providing access to the
emissions data several months earlier than in
previous years.

As in prior years, EIA staff continued to work
closely with their counterparts at the Environ-
mental Protection Agency on emissions inven-
tory issues and estimates.

The Voluntary Reporting of Greenhouse
Gases Program

The Voluntary Reporting of Greenhouse Gases
Program, which commenced operations in 1995,
permits corporations, trade associations, private
voluntary organizations, and households that have

taken actions to reduce their emissions of green-
house gases to report their reductions to the U.S.
Government. The reports are compiled into a pub-
lic use database, and the EIA publishes an annual
report on the results of the program.

The Voluntary Reporting Program accelerated
its work in 1998. The EIA published its CD-ROM
database of results from the 1997 reporting cycle
(data through 1996) in May 1998 and moved on
directly to the 1998 reporting cycle, with publi-
cation of a preliminary “flash” report on the
Internet in October 1998, giving access to 1997
results several months earlier than in previous
years.? The flash report contained summary data
on the number of reporters and projects reported
and the quantity of emissions reductions claimed.
Some 156 organizations (129 of them electric utili-
ties) reported on more than 1,200 emissions reduc-
tion projects, with claimed emissions reductions
totaling more than 45 million metric tons of car-
bon equivalent in 1997 alone.

Electric utility reporters to the Voluntary Reporting
Program account for about two-thirds of electric
utility greenhouse gas emissions in the United
States. Coverage of the residential and industrial
sector is much lower. Non-utility reporters included
industrial firms, such as General Motors, IBM,
Dow, Dupont, Johnson & Johnson, several alu-
minum smelters, landfill methane operators,
and several private voluntary organizations with
forestry projects.

In October 1997, the White House announced
that it favored “Credit for Early Reductions,” short-
hand for a not-yet-legislated program in which
companies that reduced their emissions prior to
the 2008-2012 target date in the Kyoto Protocol
would receive some to-be-defined “credit” for
their actions. The announcement generated intel-
lectual ferment as policymakers, companies, and
advocates attempted to define the notions of

» o«

“credit,” “early,” and “reductions.”

! Energy Information Administration, Emissions of Greenbouse Gases in the United States 1997 [DOE/EIA-0573(97)]

(October 1998). See www.eia.doe.gov/oiaf/1605/1605a.html.

2 Energy Information Administration, 7997 Preliminary Summary: Voluntary Reporting of Greenbhouse Gases (November 1998).
Available on the Internet at http://www.eia.doe.gov/oiaf/1605/vr98rpt/flash/overview.html.
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In this period of ferment, the EIA endeavored to
provide perspective and information on “lessons
learned” from the Voluntary Reporting Program,
with briefings for House Commerce Committee
Staff, the White House Task Force on Climate
Change, the Edison Electric Institute, the Air &
Waste Management Association, steel industry
executives, Wisconsin corporate and Government
officials, and the General Accounting Office.

As part of his climate change package, the Presi-
dent also indicated that he would be issuing an
Executive Order requiring government agencies
to take steps to reduce their energy consumption
and greenhouse gas emissions. This proposal
sparked interest on the part of Federal agencies
in using the Voluntary Reporting Program as a
registry and “back office” for their emissions
reduction efforts. EIA staff were asked to give
briefings on the Voluntary Reporting Program
for Department of Energy facility managers, the
Department of Defense, and the Overseas Pri-
vate Investment Corporation.

At the request of Representative Henry Waxman
(D-CA), the General Accounting Office conduct-
ed two separate investigations of the Voluntary
Reporting Program during 1998, the first aimed at
understanding data submitted to the program,
and the second aimed at using the Voluntary Re-
porting Program data to provide insights into the
problems associated with a “Credit for Early Re-
ductions” program.’® In addition, the Library of Con-
gress’ Congressional Research Service prepared
a report, Forestry Projects in the United States to
Offset Carbon Emissions, for Senator Daniel
Akaka (D-HD), which drew heavily on Voluntary
Reporting Program data.

In October, Senators Chafee, Lieberman, and Mack
introduced S.2617, “The Credit for Voluntary Early
Action Act,” which proposed a measure of credit,
subject to several conditions, for those entities
that participated in the Voluntary Reporting Pro-
gram. S.2617, it is reported, may be reintroduced

in the present session of Congress.® It is likely
that consideration of such a bill in Congress dur-
ing 1999 will generate increased interest in the
experience of the Voluntary Reporting Program.

Electricity Restructuring

During 1998, EIA continued to provide background
information and analysis on competitive electric-
ity markets in three new reports: The Changing
Structure of the Electric Power Industry: Selected
Issues 1998, Challenges of Electricity Restructur-
ing for Fuel Suppliers, and Issues in Midterm
Analysis and Forecasting 1998. A brochure was
also prepared on the restructuring of the industry
that is a capsule of the issues and events. To pro-
vide timely information on the transition to com-
petitive markets, EIA initiated a monthly Internet
report that provides a brief summary of the State
legislative and regulatory actions and the dates
for the start of retail choice. Although 18 States
have passed legislation and/or regulatory orders
for competition, retail choice of an electric energy
supplier will not begin in each of those States in
the same year and some States have adopted a
phased-in approach for customer choice.

In addition to the analysis products, EIA initiated
a project to redesign our electric power data sur-
veys for post-2000. The goal is to maintain rel-
evant information about the industry during and
after the transition to competition. Data require-
ments were gathered through a series of focus
groups held with users of EIA electric power data
and survey respondents. A report, which is avail-
able on the Internet, was prepared summarizing
the findings from each of 11 focus groups. Subse-
quently, conceptual designs for the new data sur-
veys were developed after meetings with industry
and government representatives in California, Pen-
nsylvania, New England, and the Northwest. EIA
also developed interim changes to our survey forms
and revisions to our policy on the confidential
treatment of data for our collection starting in 1999

3 General Accounting Office, Basic Issues in Considering A Credit for Early Action Program [GAO/RCED-99-23], November
1998, and a letter report, Department of Energy Voluntary Reporting Program for Greenhouse Gas Emissions Reductions
[GAO/RCED-98-107R]. Available on the Internet at www.gao.gov/AlndexFY99/abstracts/rc99023.htm and www.gao.gov/

corresp/corresp.htm.

* The text of S.2617 can be found on the Library of Congress Internet site (thomas.loc.gov) under “bills introduced in the

105th Congress.”
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because of the changes that have already occurred
in the industry. That initiative is described in de-
tail later in this report.

The analysis report, The Changing Structure of
the Electric Power Industry: Selected Issues 1998,
provided information and statistics on wholesale
electricity trade from 1990 through 1996 and on
the development and functions of independent
transmission system operators in response to the
Federal Energy Regulatory Commission Orders
888 and 889. It also addressed a crucial issue in
the States for the successful implementation of
competition and the recovery of stranded costs.
Stranded costs may be viewed as that portion of
the value of a utility’s existing assets (i.e., the
unamortized portion of historical costs outstand-
ing on the books of a utility) that would have
been recovered under regulation but cannot be
recovered through revenues in a competitive mar-
ket. They result from high-cost generating plants
(primarily, but not exclusively, nuclear), high-
cost power purchase contracts, nuclear decom-
missioning costs, and regulatory assets. The Fed-
eral Energy Regulatory Commission established
a precedent on wholesale stranded cost recovery
in Order 888, stating that recovery of legitimate,
prudently incurred and verifiable stranded costs
should be allowed and that those costs should
be recovered from the departing customer. Fol-
lowing that lead, most States that are proceeding
with retail choice are providing the opportunity
for the recovery of retail stranded costs contin-
gent on the adoption of appropriate mitigation
strategies. The process usually starts with the utili-
ties submitting estimates of stranded costs that
they seek to recover for review by the regulators.
The States designate the method and transition
period for recovery of stranded costs.

The restructuring of the electric power industry
will also lead to changes in the financial risks
and demand for fuels used to generate electricity.
The report Challenges of Electricity Restructuring
Jfor Fuel Suppliers examined the potential changes
and concluded that natural gas is likely to be the
preferred source of energy for most new gener-
ating plants with or without a competitive electri-
city market. This is due to the lower capital cost,
less stringent siting requirements, and improved

efficiency of gas turbines and combined cycle units,
all of which result in lower investment require-
ments for new gas-fired units. Increases in coal-
fired generation of electricity from 1996 levels is
expected in some regions of the country, due
primarily to the greater utilization of existing coal-
tired power plants rather than construction of new
units. The challenges for the natural gas industry
will be to develop shorter-term contracts with
lower transaction costs, to improve the deliver-
ability and flexibility, to share the risk with plant
developers, and to improve the coordination for
the scheduling of natural gas deliveries to elec-
tricity demands. Coal producers will also face
challenges. It is expected that the electric gener-
ating companies will put further pressure on coal
producers for lower coal prices and contracts of
shorter duration. In addition, financial institutions
will evaluate the financing of coal mines on a
“balance sheet” basis rather than by the tradi-
tional project financing. These developments
could lead to more consolidation in the coal indus-
try, forcing operators of small mines out of busi-
ness. The coal futures market, which is already
being developed for risk hedging and price dis-
covery, could become an important tool for risk
management by coal producers.

The question concerning the 105 nuclear gener-
ating units in a competitive market is whether
they will operate until the end of their license,
retire early, or extend their operating license. The
answer will depend on the ability of each plant
operator to keep the plant’s operating and mainte-
nance costs, including the costs of capital improve-
ments, such as steam generator replacements, com-
petitive with an alternative source of replacement
baseload power—coal-fired or natural gas-fired
combined cycle plants. The inability to recover the
remaining investment costs and decommission-
ing costs of the existing nuclear plants from the
revenues received in a competitive market will
not be a factor in retirement decisions, but these
costs will make up a major portion of the stranded
costs for utilities. The outlook for the nuclear
plants will also affect the uranium markets. The
uranium industry has already seen significant
contraction during a decade of depressed prices,
and further consolidation would be expected.
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The role of renewable energy sources in a compet-
itive market will depend primarily on legislative
initiatives, such as a renewable portfolio standard
or system benefits charges to fund renewable
programs. However, some energy suppliers are
finding a market as “green” energy suppliers, who
package electricity sales that are generated at least
50 percent by renewable resources. States are
developing procedures similar to product labels
to assist customers in making informed decisions
about choosing a “green” supplier.

The report Issues in Midterm Analysis and Fore-
casting 1998 addressed the impact that electricity
restructuring could have on electricity prices and
the ability of companies to exercise market power.
The EIA projected electricity prices under vari-
ous assumptions related to competitive electric-
ity markets. The fundamental difference assumed
between regulated and competitive markets is
that, under competition, electricity prices are
based on the marginal cost of production rather
than on the average cost that is currently used in
regulated markets. The analysis showed that in
some regions of the country, where low-cost elec-
tric-generating sources are used, consumers could

see prices rise if the marginal providers have
higher costs than the imbedded costs used in the
traditional regulated cost calculation. Because
the marginal providers are likely to be fueled
by natural gas, the prices that consumers face
will be directly linked to prices of natural gas.
Market power concerns have been raised about
the control of the operations of the transmission
system. EIA constructed a test case by using a
model of the New England transmission system
and performed analyses to determine the poten-
tial for the exercise of market power. It was
found that market power could be an issue
under unusual situations, such as when key
generators are removed from service for main-
tenance or other reasons, and that a detailed
representation of the transmission grid is re-
quired to make a final determination about the
extent of market power.

All of the EIA reports, the brochure, and the
monthly status report for the States that are des-
cribed above are accessible on the EIA Web site
www.eia.doe.gov under the topic of electricity.
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EIA Wins Energy Quality Achievement Award

In March 1998, EIA submitted an application for
the 1998 Energy Quality Award (EQA), a Depart-
ment of Energy award modelled on the Malcolm
Baldrige National Quality Award and OPM’s
President’s Quality Award. EIA’s Quality Council
decided that EIA should submit an application
primarily for two reasons. First, the creation of
an application following the Baldrige evaluation
criteria serves as a comprehensive organiza-
tional self-assessment and, second, we wanted
the independent review and feedback provided
to all applicants by the trained EQA examiners.
EIA’s application was prepared by a team of EIA
managers and staff from all parts of the agency,
and the final product serves as a chronicle of all
aspects of EIA’s operations. Following an exten-
sive evaluation process that included a three-day
on-site visit by the EQA examiner team, EIA was
awarded the Energy Quality Achievement Award
in October 1998 in a ceremony hosted by Secre-
tary of Energy Richardson (see photograph). The
Achievement Award is the highest-level quality
award DOE has ever bestowed.

In our application, we provided information for
each of the seven Baldrige evaluation categories:

® Leadership

® Strategic Planning

® Customer and Market Focus

® Information and Analysis

® Human Resources Management
® Process Management

® Organizational Results

The application was posted on the ETA Web site,
at the time it was submitted, making it easily
available to all employees and customers.

The feedback report prepared by the DOE exam-
iner team contained the following statements
concerning EIA’s strengths:

® “EIA’s leadership system appears to be effec-
tive. There is a well-developed customer focus,
and an active line of communication exists with
leadership, employees and customers.”

® “EIA has a well-refined strategic planning
process. A systematic compilation of input data
provides key information for the strategic plan-
ning process. Input data are obtained from

Printer:
Strip in Photo

The Energy Quality Achievement Award Team: Left to Right: Janet Gordon,
Thomas Broen, William Dorsey, Colleen Blessing, Barry Yaffe, Secretary
Richardson, Lawrence Pettis, Bruce Dwyer, and Paula Weir.
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customer feedback, employee perceptions,
agency capabilities, status of major work efforts,
and five-to-ten-year trend and risk projections.”

“EIA has established a multilevel approach to
listening and communicating with customers.
These include formal surveys, briefing sessions
for Congress, sponsoring annual conferences,
holding focus groups, and attending specific
energy industry conferences. EIA has a National
Energy Information Center (NEIC) staffed with
information specialists trained in customer ser-
vice and customer requirements. EIA is viewed
as a benchmark by other government agencies
in conducting customer surveys.”

In describing areas for improvement, the feed-
back report noted that EIA does not track all key
business results, some processes are not imple-
mented systematically, and EIA does not compare
itself with competitors or make extensive use of
comparative data. These areas of improvement
will be addressed by EIA’s Quality Council and
leadership groups.
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Survey Redesign

Best Practice: Redesign of EIA’s
Electric Power Data Collection Forms

Even though the electric utility industry is a $200
billion capital-intensive industry, the largest in
the United States, collecting data from this indus-
try sounds like a boring topic. However, the EIA
has raised the interest in, and the quality of, the
forms used to collect electric power data and has
also raised the use of stakeholder input to a
new level.

By way of background: electric utilities have
been regulated by the Federal Energy Regula-
tory Commission (FERC) and State Public Utility
Commissions (PUC) for many years. The impli-
cit agreement has been that a utility was given
a monopoly over a certain franchised area for
which it would receive specified rates of return.
In return, it would be required to service all of the
demands of the customers in that service terri-
tory. The utility’s operations included three major
aspects of the electric power system: 1) genera-
tion of electricity; 2) transmission of the electric-
ity across the power lines; and 3) delivery of the
electricity to the end user (residential, industrial,
and commercial customers).

EIA’s mission has been to collect information
about all three segments of this chain and make
the information available for everyone to use. We
have done this through a variety of monthly and
annual reports produced first in hard copy and
more recently disseminated on the Internet. EIA
has used up to 11 different survey forms to collect
these data from a variety of entities.

In April 1996, FERC issued two orders which
made the transmission component open for
competition. That is, anyone who generates elec-
tricity can use the transmission lines to transmit
their electricity and be charged the same price

the owner of the lines charges itself. In addition,
many State PUC’s are experimenting with mak-
ing all electric power suppliers compete for
their business and have directed their electric
utility companies to sell their generation units
and recover whatever capital costs they can.

Certain companies, known as non-utilities, also
produce electricity. EIA also collects data from
these companies. These entities are allowed, by
the Energy Policy Act of 1992, to sell their elec-
tricity to electric utilities at the electric utilities’
“avoided cost.” This means that, for example, a
chemical company that produces electricity for
its own operations can sell its excess electricity
to the electric power grid and get paid for it. It
also means that a private company can produce
electricity and sell it to the grid, although it is not
allowed to sell to end users (only electric utilities
have been allowed to do that). With the changes
made by FERC to open the transmission lines to
anyone and the potential for retail competition,
the level of competition is increased even more.

Given all of these changes, the forms which have
been used for the past 20 years by EIA to collect
data from regulated monopolies needed to be
adapted to the new environment. To determine
how to change its methods of collecting informa-
tion for Congress, the Executive Branch, and the
public, EIA developed a plan to obtain the views
of stakeholders on what information needs to
be collected and the frequency of its collection.

First, EIA assembled more than 120 people from
all parts of the user community by sponsoring ten
focus group meetings. Participants included mem-
bers of utilities; non-utilities; environmental organi-
zations; the media; investment banks; Federal,
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State, and local governments; consumer groups;
public utility commissions; academia; and Con-
gressional staff members. These meetings were
held from July 1997 to January 1998. A summary
of the comments from these meetings was made
available to the public on EIA’s Internet site
(www.eia.doe.gov) in April 1998.

The result of these meetings was agreement that
everyone wants EIA to collect a variety of infor-
mation on electricity generation, transmission, and
consumption. However, there was considerable
disagreement on how much of the data should
be disseminated and how much should be held
confidential. In the past, because the utility indus-
try was regulated, EIA followed the lead of FERC
and released all of the electric utility data it col-
lected. Since non-utilities were not regulated, their
data were held confidential and published only
in aggregate form. With the coming changes to
the industry, there was a desire to treat the differ-
ent types of electricity producers equally.

To get further guidance from interested parties,
in February 1998, EIA asked for comments on
how to formulate a confidentiality policy for elec-
tric power data. This was done through a Federal
Register Notice and alerting people on EIA’s
Internet site. Having received comments from 151
organizations and individuals, EIA developed a
draft confidentiality policy and again asked in July
1998 for interested parties to provide their com-
ments. At the same time, EIA used the input from
the focus groups and several visits to PUC’s and
electric generating companies in California and
Massachusetts (leaders in experimenting with retail
electric competition) to develop a set of changes
to the existing forms. These changes reflected the
changes to the industry over the short-term. (ETIA
has further plans to make longer-term changes
to the forms by January 2002 to accommodate
additional competition.) In June 1998, interested
parties were also asked to provide EIA with their
comments on the proposed form changes. Both
of these proposals were advertised in the Federal
Register and on EIA’s Internet site. In addition,
every company that provides electric power data
to EIA was sent a copy of both proposals and was
asked for their comments.

EIA met with several interested Federal agen-
cies to coordinate its efforts. These included:
FERC, the Environmental Protection Agency, and
the Rural Utility Service (U.S. Department of Agri-
culture), which collects the same type of finan-
cial data as EIA, but from electric cooperatives.
EIA also participated in a collaborative set of meet-
ings, organized by the National Resources Defense
Council (NRDO), to review EIA’s proposals and
make recommendations to EIA. The participants
included: NRDC, the Environmental Protection
Agency, and a variety of renewable energy, envi-
ronmental, electric power and trade associations.
EIA was present at all of the meetings to answer
questions of the participants and to hear their
points of view. Even though they were a very
divergent group, they came to an agreement on
what EIA should do. One of the major agree-
ments was to treat utilities and non-utilities
equally, both on the information they have to
submit and on which data elements should be
kept confidential.

EIA received 60 sets of comments on the proposed
confidentiality policy and 50 sets of comments
on the proposed form changes. EIA’s Adminis-
trator also met with representatives of the Edison
Electric Institute and the NRDC to inform them
of EIA’s intended proposals. In these meetings,
EIA explained how it balanced the needs of Con-
gress, the Executive Branch, and the public against
the needs of private enterprise. EIA’s decisions
included having non-utilities and utilities file the
same monthly information and most of the same
annual operational form information. Utilities will
still be required to provide financial and environ-
mental information which non-utilities will not
have to file. Some utility information which was
released to the public before is now to be held
confidential and some non-utility data which
was confidential will now be released to the
public. Also, the same data elements will be kept
confidential for both utilities and non-utilities.
This “leveled the playing field” much more than
it had been before.

In November 1998, EIA forwarded its proposed
confidentiality policy and form changes to the
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Office of Management and Budget (OMB) for
approval. OMB gave its approval in Decem-
ber 1998 and EIA began to implement the pro-
posed changes.

The overall process is a model for fostering and
using stakeholder input to a process which
affects billions of dollars worth of decisions in
an industry which is vital to every person’s life
in the United States. E