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The first-in-the-nation
SEU offers a
comprehensive
approach to managing
energy and

the environment,
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As each day dawns, the Earth performs a service essential to life itself —

it recycles carbon. As a chemical element, carbon is released from many

sources, including human activity. Our contributions are principally from

the use of fossil fuels and changes in land use (such as road paving and the

removal of forested areas for residential development).

he extent of carbon recycling by
the biosphere is vast, far beyond
anything human-made technolo-
gy could accomplish. The planet’s
natural carbon cycle allows for gigatons
of this gas to be released without harm.
For humans, the earth’s expectation is
that each of us annually emits not more
than 3.3 tons of carbon dioxide (CO;
is the most common molecule in which
carbon is found).
Most of Africa, Asiaand Latin Amer-
ica have observed this budget. Europe
has not — the continent releases more

than 14 tons per person per year; Japan

— our most efficient industrial econo-
my — releases nearly 11 tons; and the
U.S. overshoots its budget by more
than any country on earth — we emit
upwards of 21 tons of carbon dioxide
per person per year, and our per capita
amount is growing.!

The challenge of addressing the
most global and complex threat to
the life web could not occur at a more
difficult time. With a worldwide reces-
sion that includes a staggering local
manifestation — Delaware faces a defi-
cit that is 20% of its state budget — it

can be hard to muster the collective



will to tackle climate change. Yet, we
must do so.
best esti-

mates of the Intergovernmental Panel

By mid-century, the
on Climate Change are that we must
cut worldwide CO; emissions by 60%
to 80%.2 Now, that is a budget crisis.
Americans, in particular, must substan-
tially reduce their emissions of this gas
if humanity is to forestall the large and
risky consequences of global warming.
Without U.S. action, reductions by the
rest of the human population cannot
be sufficient to reverse the threat.

The problem seems so immense, one
wonders what can be done.

Actually, we can meet the challenge,
even in troubling economic times. We
must dig ourselves out of the current
economic mire, and the way forward is
to rebuild our economy and way of life
according to sustainability principles —
we need to chart a course so that we live
within a balanced budget of 3.3 tons of
CO; per person per year. And, interest-
ingly, Delaware is leading the way.

Once again we have the opportu-
nity to make history as the First State.
Through path-breaking legislation
written by Senator Harris B. McDowell
I11, the “dean” of state energy policy,
the General Assembly passed State Bill
18 creating the nation’s first Sustain-
able Energy Utility (SEU).?

What is the SEU and what makes it
so significant? Put simply, the SEU is a
comprehensive model for tackling the
energy and environmental challenges
facing Delaware and the world. The en-
ergy utility of the 20th century was in-
vented to rapidly and continuously in-
crease energy supply. This utility served
us well — it allowed economic growth
at unparalleled rates in human history.
But it also is the key contributor to the
climate-change problem.

The 2lst-century energy utility
must have a different focus: to help ev-
ery citizen and every business conserve
energy and, when energy is needed, to
utilize the energy gifts of our planet

— sunlight, vegetation, the winds and
the constant temperature of the carth’s
mantle just three meters below the sur-
face. The SEU is the first effort at in-
venting the energy utility of the 21st
century.

The benefits of the SEU are rapidly
gaining attention. In testimony before
Vice President Biden’s Middle Class
Task Force, John Podesta, President of
the Center for American Progress,* cit-
ed the SEU as a showcase model to lead
the country in achieving a clean energy
economy and green workforce.®

In Spectrum, the international mag-
azine of the Institute for Electrical and
Electronic Engineers, Delaware’s SEU
is heralded as “perhaps the most com-
prehensive energy savings and distrib-
uted renewables program in the United
States.” ¢

And the April 2009 issue of the
Bulletin of Science, Technology and So-
ciety, a scholarly journal, reports on
applications of a Delaware-grown idea
in Europe, Africa, Latin America and
Asia, including a new initiative of the
United Nations
gram (UNEP) to spread the concept

Environment Pro-
throughout the world.”

Development of the SEU began in
2006, when Delaware’s General As-
sembly created a bipartisan Sustainable
Energy Task Force to research and rec-
ommend best-practice sustainable en-
ergy policies for the State. An impetus
for the Task Force was the prospect of
significant energy price increases loom-
ing on the horizon.

Price caps on electricity, which were
established in 1999 as part of the state’s
clectricity restructuring, were due to
expire in 2007. Estimates forecast that
residential electricity rates could rise by
more than 50%.% Gasoline and natural
gas prices were projected to spike at
high levels as well, becoming unatford-
able to many Delawareans.

With research support from the
Center for Energy and Environmental
Policy at the University of Delaware,

the SEU architecture was designed and
presented in the Task Force’s final re-
port. The report, Sustainable Energy
Utility: A Delaware First,” outlined the
key features of the SEU along with the
Task Force’s legislative recommenda-
tions.

The Delaware SEU has ambitious
goals: a 30% reduction in energy con-
sumption by 2015 for its participants,
installation of 300 MW of customer-sit-
ed renewable energy for residences and
businesses, average annual savings of
$1,000 on energy bills for participating
customers and a statewide reduction in
CO, emissions that would return Dela-
ware to 2003 levels by 2019. We would,
in this way, begin the journey to reverse
our carbon intensity.

The significance of the SEU is that it
offers a structural reform of the energy
sector along four dimensions: 1) a tran-
sition to carbon-free energy sources; 2)
a reorientation from energy as a com-
modity to energy as a service; 3) the
transition to a distributed energy infra-
structure; and 4) the direct involvement
of energy users in energy decisions.'?

Most proposals for an energy transi-
tion are primarily based on the first two
items, almost exclusively focusing on
replacing fossil fuels with renewable en-
ergy and energy efficiency (albeit within
the existing energy market and regula-
tory structure).

Facilitating a societal shift in tech-
nologies and fuels is certainly a criti-
cal step. However, the SEU goes much
further. It provides the vehicle for re-
configuring the energy system from a
centralized model with little oppor-
tunity for individuals to participate in
energy decisions toward a community
trust model in which individuals and
communities become active participants
in defining their energy futures.

Families and businesses are encour-
aged to “think about energy as a ...ser-
vice, rather than a utility,”!"! and to de-
sign their own customized energy ser-
vices ultimately contributing to a more
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wide-ranging, varied and diverse energy

infrastructure.

The Delaware SEU is a non-profit
organization unaffiliated with the state’s
electric or gas utilities, but it works with
them, the business sector, other non-
profits and communities throughout
the State to change the energy destiny
of Delaware. Its mission is to design and
deliver comprehensive end-user energy
efficiency and customer-sited renewable
energy services to Delaware’s house-
holds and businesses.

As stated in the statute, Delaware
“has an opportunity to create new mar-
kets for customer-sited renewable en-
ergy generation that will help build jobs
in the State of Delaware, improve our
national security, keep value within the
local economy, improve energy reliabil-
ity, and protect Delawareans from the
damaging effects of recurrent energy
price spikes.” In this way, the legislation

clearly and specifically ties energy reform
to a new environmental, social, policy
and economic future for the State.

As a non-profit agency, the SEU is
governed by an Oversight Board and the
Delaware Energy Office. The Oversight
Board is intended to bring together a
mix of public officials, energy experts
and citizens with general oversight, eval-
uation and goal-setting responsibilities.
Board members include the Secretary of
the Department of Natural Resources
and Environmental Control, the Dela-
ware Public Advocate, seven members
appointed by the Governor, and one ap-
pointee by both the President Pro Tem-
pore of the Senate and the Speaker of
the House of Representatives.

Through a competitive-bid process,
the Oversight Board has selected an
SEU Administrator with energy plan-
ning and management expertise for the

day-to-day operations of this innova-

tive utility. The Administrator Contract
Team includes firms with extensive ex-
perience in energy conservation and re-
newable energy markets and technolo-
gies, green energy marketing,!? sustain-
able energy financing and “clean cities”
transportation planning.

This third-party management model
relies on competitive contracting and
performance incentives to meet the
standards set forth by the Oversight
Board. In this manner, the SEU is the
point of contact for efficiency and self-
generation in the same way that utili-
ties are the point of contact for energy
supply.

A critical element of the SEU is that
individual energy users throughout the
State can access energy services through
a single organization that offers these
services for the benefit of the energy
user and the Delaware community. It
combines Delaware’s private and public
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sector assets in an energy organizational
structure that is publicly accountable,
financially self-reproducing and entirely
focused on energy and environmental
sustainability.

The SEU expands upon other sus-
tainable energy models, offering greater
flexibility and the inclusion of all fuel
types and income levels into the sustain-
able energy service stream. By law, the
Delaware SEU is required to provide a
comprehensive array of sustainable en-
ergy services which are customized to
community and individual needs. This
includes providing services at different
decision points.

For example, some individuals may
seek advice and assistance with appli-
ance or equipment replacement, others
may be interested in retrofitting existing
buildings, and still others may be at the
stage of new, “green” construction or
looking for sustainable transportation

opportunities.

The SEU coordinates the arrav of
private and public services so that all
needs and fuel uses can be made avail-
able. Policymakers and the Oversight
Board establish high-level performance
targets for the SEU; its contribution
is that it has the flexibility to respond
to customer needs and market changes
to achieve these objectives.

The statewide shift to energy sustain-
ability is further supported through a self-
sustaining financing scheme. Two funda-
mental challenges that have plagued an
energy transition are the upfront capital
cost of sustainable energy measures and
the longer-term goal of growing sustain-
able energy programs without significant
energy price increases.

To tackle these problems, the SEU
has the mandate to develop innovative
approaches using third-party financing,
federal incentives, program revenues,

and leveraging sustainable energy funds
available through other public sector
and philanthropic sources. The SEU has
the authority to issue tax-exempt bonds
to contribute to the financing of'its pro-
gram activities, and is designated as the
administrator of existing public-purpose
energy funds and Regional Greenhouse
Gas Initiative (RGGI) emissions auc-
tion proceeds.

The financing model allows the
SEU to do two vital things for a 21st-
century energy utility: 1) it has the
capacity to secure sufficient capital to
invest in the infrastructure of sustain-
able energy (rather than simply a suite
of programs); and 2) it is capable of
taking the “long view,” rather than
having to mostly produce short-term
benefits. Its tools — tax-exempt bonds,
revolving funds and cooperative invest-
ments — are the same ones the U.S.

successfully used to build its public
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schools, water facilities and other social
infrastructure.

The SEU’s unique legal construc-
tion creates a new foundation for the
organization and delivery of energy as
a community trust. Instead of the older
model of billing for energy used and the
associated plants and distribution net-
work to deliver energy, the SEU invests
in a future of lower and more efficient
energy use. It pledges the capital neces-
sary to allow Delawareans to choose en-
ergy conservation and efficiency as their
first priority.

The energy cost savings created
through community investments made
by the SEU are then shared between the
household, farm or business, on the one
hand, and the SEU on the other. For
example, when the home refrigerator
fails, a houschold can choose between
the Energy Star® model which uses 20%
to 30% less energy and the less-efficient
(and less-expensive) model.

In the past, the less-expensive model
which uses more energy over its 15-year
life, might be chosen over the “green”
model. The SEU removes the advan-
tage that inefficiency currently enjoys
in the marketplace by covering the cost
difference for the buyer. In return, the
household sees its refrigerator-based
energy costs decline, and a portion of
those savings flow to the SEU to recov-
er its investment. In this way, a revolv-
ing fund is created to serve the needs of
future community members.

Similarly, the SEU stands ready to
utilize community capital to provide
rebates toward the purchase of a solar
power system and recover costs from
the sale of “Renewable Energy Credits”
paid by the state’s utilities to meet legal
obligations for a percentage of their sales
to be supplied by renewable energy.'?

While low-income household energy
burdens tend to be higher than their
middle-income counterparts, they also
tend to be an underserved population in

energy programs. Federally funded low-
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income energy assistance and weath-
erization services can help, but these
programs have historically been unable
to meet existing demand. The SEU spe-
cifically addresses this problem through
its Affordable Energy Services Program.
Working with Delaware’s well-perform-
ing Weatherization Assistance Program,
the SEU is creating a partnership that
will help the state to double its annual
rate of weatherized homes.

The Center for Energy and Environ-
mental Policy has estimated that efficien-
cy and renewable energy investments
through the SEU can reduce the state’s
carbon footprint by 33% by 2020. This
achievement certainly places Delaware
in a leadership role in the global effort
to stabilize the climate. Just as impor-
tantly, the SEU is an essential tool for
creating a green economy that prospers
by investing in long-term sustainability.

Investment in conservation and re-
newables creates green jobs faster than
any other option in the energy sector
and is a key reason why we can address
the economic and environmental crises
together."* Additionally, the SEU estab-
lishes the legal and democratic space
for an energy system that uses less, and
when use is desired, supplies energy
from renewable sources organized lo-
cally by and for the community.

An ongoing mutual promise of reci-
procity and shared responsibility for in-
vestment and sharing of benefits opens
the way for collective action for a healthy
environment 274 a more democratically
and socially governed energy system.!®

Under the leadership of Governor
Jack Markell, the State is now well posi-
tioned to use the SEU to its fullest. The
Governor’s “climate prosperity” agenda
is helping the SEU to blossom as a tool
in the efforts to battle significant eco-
nomic problems for our families and
communities by using SEU strategies to
invest in a green economic future and
workforce.

The path to such a future will not be

easy and cannot happen overnight. But
the vision and support of our elected
and appointed officials is critical and
Delaware, fortunately, now has the abil-
ity to lead.

Since its implementation in Dela-
ware, the SEU is fast becoming the
model for other jurisdictions. In July
2008, the City Council of the District
of Columbia passed the Clean and Af-
fordable Energy Act, empowering its
Department of Environment to create
an SEU for the comprehensive delivery
of energy efficiency and customer-sited
renewable energy services to residences
and businesses in the nation’s capital.

Philadelphia Mayor Michael Nutter
has cited the SEU as “a great idea” that
his city can utilize for “engaging in the
needed changes at all levels of govern-
ment” and in support of Green Jobs
and an “Earth-friendly approach to sus-
tainability.”1¢

At its fall 2008 meeting, the Nation-
al Council of State Legislatures passed
a resolution seeking federal support for
SEU-style financing.

And internationally, the Center for
Energy and Environmental Policy was
recently commissioned to undertake an
SEU design study for Seoul in South
Korea,'” and the island nation of Ber-
muda has prepared a “Green Paper”
recommending the adoption of an
SEU.}8

Clearly, there can be no single pana-
cea for solving the global energy and
environmental challenges that lie before
us. However, the SEU and its commu-
nity trust-green economy approach to
engaging these problems offers a legal
and policy framework from which dem-
ocratic, citizen-based participation in
the decisions regarding our energy and
environmental futures can be made.

If successful, the SEU can contrib-
ute to a future when our grandchildren
can enjoy playing under the sky with-
out worrying about the carbon conse-

quences. ®
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