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Jiangsu Province is a leading economy as well as a leading energy consumer in China.
It accounts for 10.3% of national GDP and 8.5% of electricity consumption in China. The
Constraints in coal and power supply have been affecting the growth in Jiangsu, and are
becoming major constraints on its economic development.
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As experienced by many developed countries in the world, Jiangsu is facing severe
environment pollution as well as growing power shortages, largely resulting from its
skyrocketing economic growth rate. In addition to considering new generation facilities
and non-utility generation, it has become increasﬁngly necessary for Jiangsu to
aggressively pursue demand-side measures.
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Well-established Demand Side Management (DSM) energy efficiency investment
programs have been an effective means in the United States and other countries to
capture zero—emission energy resources while satisfying the increased demand for
electric power and reducing the need for new generation capacity, at costs well below
these supply alternatives. |
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The central government of China has also acknowledged that DSM energy efficiency
programs, which produce high benefit with inexpensive investment, are effective ways
to cope with power shortages and reduce air pollution in the context that coal is still the
major source of primary energy in China.

TEBFHREIRE, DSMERIMERRD. s, 2EEERDARFETIEN
—XRERNELT, BREBHEREDZSSENERTF K.




The Jiangsu Provincial Economic & Trade Commission (hereinafter "JSETC" )is
responsible for managing and coordinating electric power production and supply in
Jiangsu. JSETC is also in charge of promoting energy efficiency, directing DSM work,
establishing and carrying out the plan of new and renewable resources, regulating
industrial pollution and promoting the development of the environmental industry in
Jiangsu.
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The Jiangsu Electric Power Company (hereinafter "JSEPC") is the main body of DSM
implementation in Jiangsu. JSEPC assists the government to establish DSM policy
measures, planning,standard and is in charge of the implementation of DSM programs.
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The State Grid Corporation DSM Instruction Center (hereinafter "'SGCDC") is a national
professional instruction organization under the leadership of the State Grid Corporation.
It is responsible for DSM publicity and training, information dissemination, experience
exchange, technology popularization and international cooperation. The purpose of
SGCDC is to facilitate DSM development in the entire country with a view to national
energy security and environmental—friendly sustainable development.
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The Natural Resources Defense Council (hereinafter "NRDC'")is a non-profit
organization in the U.S. dedicated to the protection of the natural environment and
human health. NRDC has played a significant role in DSM legislation and policy
development in the U.S. and other countries for decades, and thereby has developed
rich experience and expertise in DSM legislation, policy and mechanism development.

Among other energy efficiency and environment protection efforts, NRDC has been




actively promoting DSM policy development in China at the central and
provincial/municipal government level over the last several years.
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The China-U.S. Energy Efficiency Alliance is (hereinafter "EEA") is a non-profit
organization in the U.S. dedicated to the promotion of market choices in China for
technologies, products and services that are environmentally beneficial and energy
efficient; to finding appropriate solutions to market barriers to widespread adoption of
such technologies; and to fostering cooperative efforts among public and private entities
to implement such solutions.
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Optimal Energy is a six—person energy consultancy concentrating on energy—
efficiency and renewable energy as resources for energy—service providers, and as
competitive energy solutions for businesses and consumers. Optimal Energy
spécializes in assessing, developing, planning, startup, and management support for
ratepayer—funded energy—efficiency programs and market-based energy products and
services. Founded in 1996, its clientele includes utilities, consumer and environmental
advocates, government and regulatory agencies, and energy—service providers.
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JSETC and NRDC agree that:
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Both JSETC and NRDC are committed to making joint efforts to improve upon
supportive policies and mechanisms of DSM in Jiangsu. It is in their mutual interest to
work together to develop and implement DSM mechanisms, policies, programs and
legislation in Jiangsu Province on both a short— and long—term basis, with a view to
overcoming immediate power shortages and reversing environment pollution arising
from the inefficient use of power. Successful DSM programs in Jiangsu can serve as
models for other provinces and cities.
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JSETC and NRDC wish to collaborate in order to build Jiangsu's capacity to (1) design,
implement and evaluate DSM energy efficiency programs on a strategic scale which are
as cost—effective and Compréhensive as possible, and (2) create an effective regulatory
framework for reviewing plans, recovering costs and rewarding success in demand-side
investments. |
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Both JSETC and NRDC intend to move ahead quickly because significant delays in
implementing demand—side measures represent lost opportunities, which are costly,
such as missing the chance to use energy efficient technologies on new buildings.
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JSETC and NRDC therefore agree to undertake a joint work program that includes, but
is not limited to, the following elements:
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JSETC and NRDC will jointly develop policy recommendation papers and
technical/economic analysis reports for the Jiangsu Provincial Government to help
the Jiangsu Provincial Government promulgate and implement a set of provincial —
wide DSM regulations and measures aimed at capturing both short—term and
long—term DSM opportunities in Jiangsu;
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JSETC will synchronize relevant provincial government bodies and utilities to join
into a concerted provincial effort to develop, implement and enforce DSM
legislation, policies and mechanisms in Jiangsu.
AAEEREZREBUNEREIE N RS HESZTEXMIIE, NtTE. BRI
AT IRDSMIER . BUERFOALH .

A joint expert team will be set up by JSETC and NRDC to implement proposed
short—term and long—term DSM projects;
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The NRDC-JSETC expert team will work together on research and development of
policy recommendations on such issues as: (1) the formation and operation of a
specialized provincial DSM fund, (2) assessment of DSM opportunities in the
industrial, commercial and residential sectors, (3) development and implementation
of DSM programs designed to vyield the maximum cost—effective savings
achievable in key sectors of opportunity, and (4) resource allocation and regulatory
practice;
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The scope of the DSM program design process will include all aspects of program
design, such as the type, structure and level of financial incentive and other (e.g.
technical) assistance to be offered participants; marketing approaches aiming at
segments of the target audiences; efficiency thresholds to determine eligible
measures and equipment; administration, diagnostic and quality control procedures;
the number and kinds of customers eligible to participate; and specifications,
performance evaluation, protocols, and timing for process;
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The DSM program design process will develop detailed plans for Jiangsu for its
convenience of implementation. Jiangsu Provincial Economic Commission will
retain the responsibility for program management and delivery, including
interpreting preliminary results and suggesting mid—course corrections;
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Resource allocation policy issues to be considered include determination of
investment levels for individual measures and participants based on avoided costs;
priorities for allocating funds between programs and determining overall spending
on demand-side investments, and appropriate steps for allocating costs and
benefits between and within customer classes that may be necessary to offset
adverse impacts of demand-side programs on rates;
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NRDC will identify and organize successful and applicable DSM experience,




expertise and tools from the US and introduce such resources to Jiangsu;
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e Optimal Energy and SGCDC will play critical roles in the joint expert group,
including but not limited to technical and economic assessments of DSM efficiency
programs targeting key markets, assistance with efficiency projects, developing
recommendations and policy measures, technical assistance and training, etc.;
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® EEA will conduct activities in the United States and Jiangsu that advance the
availability, timely distribution, and widespread use of advanced applicable energy
efficient technologies in this province, and help with sustainable technology
transfer to public and private sectors of demand-side management and market
transformation policies and technigues in Jiangsu that implement energy efficient
choices andsolutions;
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e JSETC and NRDC will jointly exchange expert visits and study tours on DSM
between Jiangsu and the US.
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Specific projects will be elaborated in Work Plan(s). Work Plans are subject to
renewals and updates on a periodical basis in light of the development of DSM efforts in
Jiangsu and evolving needs.
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Each party agrees to undertake this work program to the best of its ability and according to

the resources available.
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For the Jiangsu Provincial

Economic & Trade Commission
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For the Natural Resources Defense Council
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