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The Deloitte Center for Energy Solutions hosted the 2013 Deloitte Energy Conference at
the Gaylord National Convention Center in Washington, DC, on May 21-22, 2013. In its
exploration of “Innovation: Changing the Future of Energy,” the Conference focused on
examining the ways in which ingenuity – as applied to both technologies and business
practice – is reshaping global and domestic energy markets.
The gathering brought together executives, researchers, entrepreneurs, regulators, Deloitte
practitioners and investors from around the world to share emerging ideas for meeting
and managing future energy demand. It provided opportunities for participants to explore
broad trends, such as the global energy landscape and energy’s role as an enabler in
manufacturing and allowed them to delve into specific innovations within their sectors to
learn from the experiences of other organizations. Along the way, the discussions spanned
markets, geopolitics, policy, public affairs, the investment environment, climate change,
research and development, technology, and cyber security.
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We are proud to provide a snapshot of the memorable themes and insights from the event,
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Overview of Conference Themes
• The power and utilities sector is facing flat, or possibly declining, demand in the developed
world, and massive investments to rebuild aging infrastructure and rebalance the
generation portfolio to meet more stringent environmental standards. Innovation will be
required to make “the math” in this equation work.
• The confluence of world population growth and increasing prosperity in developing nations
will challenge industry leaders and policymakers to resolve a three-pronged challenge:
energy security, universal access to affordable energy, and environmental stewardship.
• The United States has entered an era of resource abundance fueled by increasing
production of shale gas and tight oil. The impact of this abundance is reverberating
throughout many industry sectors. It is spawning a resurgence in domestic manufacturing,
raising new possibilities for transportation fuels, and affecting plans for new power
generation capacity.
• Will America be able to maintain its edge as an energy technology leader as other nations
invest heavily in research and development? The answer largely depends on if and how
the United States transforms its education system and immigration policies, both of which
are essential for developing an ample supply of scientists, technologists, engineers, and
mathematicians, as well as skilled tradespeople.

Overview of Conference Themes

Plenary Sessions

• Innovation is not limited to technology. It also encompasses the ways in which companies
do business, with innovations in culture and processes fast-becoming competitive
differentiators.
• Despite domestic supply abundance, virtually no one is suggesting consumers and
businesses should use more energy than necessary. Technology, while driving demand in
some instances, is also providing the means to manage demand through greater energy
efficiency.
• Science and technology generally thrive in a collaborative, internationally engaged
environment. Enforcement of intellectual property rights and advances in cyber security
will be required to create this environment while preserving the United States’ competitive
advantage and protecting the integrity of energy infrastructure.
• Despite energy’s unequalled economic, geopolitical, and strategic value, the United States’
energy policy largely remains unclear. Several speakers called for a true “all-of-the-above”
national energy policy that encourages the development of a diverse portfolio of energy
resources and accelerates innovation across the energy industry.
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Click on session titles to go to the highlights.

“Good mix of touch points across the value chain,
while managing to stay ‘big picture.'”

Plenary Sessions

“A great set of content
and attendees.”

Driving a Culture of Innovation
Global Energy Landscape – The New Energy Future

“Speakers have great insight
into the issues faced by the
energy industry.”

Domestic Energy Landscape – Innovations in Supply
Energy as an Enabler – The Renaissance in Domestic Manufacturing
Upstream Innovation
Technology – Driving Demand, Managing Demand

“Outstanding! The slate of speakers
was exceptional. Well done!”

On the Horizon – Next Generation Energy Technologies
Innovating into a Low-Carbon Future
• Innovation in the U.S. Generation Portfolio
• Emerging Low-Carbon Energy Technologies
The Evolving R&D Model and its Impact on the Energy Industry
Meeting Future Energy Demands

“Great location, easy to get
to, reasonable price, activities,
excellent venue.”

“Speakers are truly
outstanding.”

Energy Security and Innovation

"Good job by the facilitators and
the panel format was good."
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Driving a Culture of Innovation
Energy is an extremely capital-intensive industry, with capital deployed against long lead times and complex projects. As John McCue, vice chairman, U.S.
Energy & Resources leader, Deloitte LLP, pointed out, “Efficient deployment of capital in this environment demands that every so often you break through
the constraints and reset the value equation of the industry.” For instance, enhanced analytics, advanced technologies, and new applications lead to new
resources, lower costs, and improved return on investment. Innovation almost always plays a role in that reset.
But how can an organization make innovation a part of its ethos? Punit Renjen, chairman of the board, Deloitte LLP, asserted you must understand your
essence, or the cultural norms that define your organization. As an example, he cited Apple Computer, whose credo is to develop products that will change
the world. This, he contended, is what makes an organization exceptional and innovative over time. They create a “culture of purpose” beyond profit. This
encompasses ideals such as serving customers with distinction, establishing a compact with employees that extends beyond the paycheck, and giving back
to the community. Innovation arises naturally as a part of a culture dedicated to creating meaningful impact for all stakeholders.
Mr. McCue and Mr. Renjen concurred the energy industry has a particularly long history of innovation. Sometimes it happens incrementally and sometimes
disruptively. In either case, it will be required moving ahead, particularly in the power and utilities sector, which is facing flat, or possibly declining demand
in the developed world, and massive investments ahead. These investments will be needed to rebuild aging transmission and distribution infrastructure for
improved reliability and resilience and to revamp the generation portfolio to meet more stringent environmental standards. “The math just doesn’t work,”
stated Mr. McCue. “Innovation again will be needed to break through the present economic constraints and reset the equation.”
Featured Speakers:

“Innovation is part
of the DNA of this
industry.”

“If you want to be an innovative
organization in your own
image, you must define your
culture of purpose: the essence
of the organization as to who
you are.”

John McCue
Vice Chairman, U.S. Energy & Resources
Leader, Deloitte LLP

Punit Renjen
Chairman of the Board, Deloitte LLP`
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Global Energy Landscape – The New Energy Future
New technologies are blurring the boundaries between conventional and unconventional resources. While the shale gas revolution in the United States
comes to mind as an obvious example, speakers pointed out it is only one facet of a rapidly changing global supply picture. Innovation is being applied to
develop many traditionally “unconventional” resources around the world, not just in the United States. With new applications being developed and applied
nearly every day, it seems the world is heading for plentiful supplies of energy—or are we? That is the fundamental question posed by Marie-José Nadeau,
executive vice president, Corporate Affairs, and secretary general, Hydro-Québec, and chair-elect, World Energy Council.
Ms. Nadeau and Peggy Montana, executive vice president, Supply and Distribution, Shell Downstream, Inc., both emphasized the importance of
not underestimating the rise in global energy demand that will likely occur as world population grows to nine billion people by mid-century. This is
approximately two billion more than the number inhabiting the planet now. At the same time, prosperity is increasing in developing nations, spawning
an expanding middle-class eager to purchase cars, homes, and electronics, all of which consume energy. In light of these trends, industry leaders and
policymakers will be challenged over the long term to resolve what Ms. Nadeau referred to as “the energy trilemma”: energy security, universal access to
affordable energy services, and environmentally sensitive production and use of energy.
Ms. Montana concurred with Ms. Nadeau in asserting the global energy system must radically change to address these concerns. Innovation will be
critical to this transformation, and so will collaboration. What will be needed to foster both of these activities? On the one hand, Ms. Nadeau noted robust
enabling environments and political will are required. This includes goal-driven policies, not prescriptive ones, and the enforcement of intellectual property
laws. On the other hand, Ms. Montana stressed the increasing need for “unusual” partnerships between the public and private sectors to inform policy,
promote math and science education, and support research and development. After all, the energy industry is an extremely sophisticated, high-tech industry
that makes a difference in people’s lives, although it is often not perceived that way. Students need to know this. “If I was a marketer,” concluded Ms.
Montana, “I’d like to rebrand energy.”
Featured Speakers:

“There’s an apparent
disconnect between the
short-term view of the
global energy markets and
the long-term outlook for
energy supply and demand.”

“If you really want to
tackle the number one
challenge in your lifetime
of energy and climate
change, this [the energy
industry] is the place.”

Marie-José Nadeau
Executive Vice President, Corporate Affairs, and
Secretary General, Hydro-Québec, and Chair-elect,
World Energy Council

Peggy Montana
Executive Vice President,
Supply and Distribution,
Shell Downstream
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Domestic Energy Landscape – Innovations in Supply
According to the U.S. Energy Information Administration’s (EIA’s) Annual Energy Outlook 2013, domestic natural gas production is expected to grow faster than consumption, positioning the United States
to become a net exporter of natural gas by or around 2020. The EIA also estimates that under certain conditions, the United States could even become a net exporter of petroleum sometime between
2030 and 2045 due to an increase in tight oil production1 and continuing progress on liquid fuels demand reduction. In highlighting these projections, Adam Sieminski, EIA administrator, reminded
the audience that many factors, such as regulation, rising operating costs, or weaker-than-anticipated demand, could alter the outlook for shale gas and tight oil development in the United States.
Nonetheless, Mr. Sieminski echoed a theme pervasive throughout the conference: The United States has entered an era of resource abundance that is almost unbelievable when compared to declining
projections of just a decade ago.
Mr. Sieminski further noted while America’s competitive advantage in shale gas and tight oil is not guaranteed to last forever, it will likely last for a while. Even though other countries also have plentiful
shale resources, development elsewhere is likely to be slower due to non-private mineral rights ownership and lack of infrastructure, technological know-how, and upstream capacity. Additionally, new
innovations being developed in the United States, such as better seismic technology, which greatly enhances operational efficiency, and even the possible future potential to tap vast domestic stores of
methane hydrates, suggest the United States may continue to lead the world in the production of unconventional resources for some time.
The impact of America’s supply abundance is reverberating throughout many industry sectors. It is spawning a resurgence in domestic manufacturing, raising new possibilities for natural-gas-powered
transportation fleets, and affecting plans for new power generation capacity. Dilek Samil, executive vice president and COO, NV Energy, asserted the shale gas revolution is the single biggest factor
impacting supply planning in her business. Next are environmental regulations. Today, NV Energy, which is a traditionally regulated, vertically integrated electric utility, is investing heavily in building new
gas-fired generation capacity and accelerating the retirement of coal plants. Ms. Samil explained that, in some ways, the abundance of low-cost natural gas has limited her company’s supply options simply
because other forms of generation cannot compete on a cost basis, or they are deemed to be too risky because of regulatory uncertainty.
The company is also seeing rapid expansion in distributed generation. This expansion raises a two-fold challenge: reliability and economics. Customers who install solar panels are still reliant on the grid
for peak-load capacity and for periods when the sun does not shine, observed Ms. Samil. Thus, she stressed the industry has to do a better job of educating customers about the need to pay for “the
infrastructure costs that don’t go away.” She also noted the average American ratepayer has no notion of how much electricity they use at what price. This too needs to be addressed. NV Energy has
launched an extensive smart metering program that connects usage to the bill. When complete, electricity customers in Nevada will finally know the equivalent of “how many times they’ve filled up” so
they can manage their usage accordingly.
1

“We need to ensure our
customers can choose
distributed generation options
“The developments
and still have backup reliability
going on in U.S. oil
and gas production are from the grid; recognizing that
almost unbelievable.” the cost of the grid is fairly
shared by all customers.”

Annual Energy Outlook 2013, and Short-term Energy Outlook, April 2013, Energy Information Administration

Featured Speakers:

Adam Sieminski
Administrator, U.S. Energy Information
Administration
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Executive Vice President and COO, NV Energy
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Energy as an Enabler – The Renaissance in Domestic Manufacturing
Popular consensus in the United States often paints manufacturing as dirty, dumb, dangerous, and disappearing. But those involved in the sector know this is an antiquated view. Innovation is
transforming manufacturing into a modern, clean economic engine. “Manufacturing is smart, safe, sustainable and surging; and the innovation driving it--such as workforce retooling and shale
gas--is staggering,” observed Deborah Wince-Smith, president and CEO, Council on Competitiveness.
Other speakers agreed. Kevin Kolevar, vice president of Government Affairs and Public Policy, The Dow Chemical Company, pointed out that, five years ago, the United States was seen as a “no
growth” area as far as manufacturing was concerned. Two things recently came together to stimulate the flow of capital into the sector: low-cost domestic energy supplies and innovation. “This is
a blessed country, whether it’s timber, coal, oil, natural gas, or other resources,” explained Mr. Kolevar. While he described the shale revolution as astonishing, he contended the distinguishing factor
in the resurgence of the U.S. manufacturing sector is the ability to combine “our nation’s resource blessings” with innovation and intelligent ways to apply advanced processes and technologies and
export them around the world.
Nanotechnology is one such area of innovation gaining traction in the manufacturing and energy sectors—and elsewhere. James M. Phillips, chairman and CEO, NanoMech, described
nanotechnology as the ability to manipulate particles at a molecular level. With that type of flexibility, it can bring about tremendous disruptive innovation (e.g. new lubricant additives developed
via nanotechnology that reduce friction to zero, thus greatly extending life of engine parts.) He also spoke optimistically about the potential for nanotechnology to solve many of the environmental
challenges associated with hydraulic fracturing.
As other nations invest heavily in research and development, speakers agreed attention is needed on America’s education system and immigration policies. Mr. Phillips mentioned his company
employs 20 of the world’s top nano-scientists, all of which are immigrants. This is not an aberration, but a common theme in the scientific community as fewer American students pursue advanced
degrees in science, technology, engineering, and mathematics (STEM). A shortage of skilled tradespeople, such as mechanics and machinists, is also becoming a challenge.
To remedy these imbalances, speakers called for greater integration of STEM disciplines with arts and business programs. They also emphasized the importance of partnerships between companies
and skilled-labor unions, many of which have extensive apprenticeship programs. Finally, they stressed the need to reform immigration policies to keep the most talented people here, regardless of
their countries of origin. “If we train the best minds in the U.S.—and we do—we should keep them here,” stressed Mr. Kolevar. “Otherwise, they become our competitors.”
Featured Speakers, as pictured from left to right:
• Kevin M. Kolevar, Vice President of Government Affairs
and Public Policy, The Dow Chemical Company
• The Honorable Deborah L. Wince-Smith, President and
CEO, Council on Competitiveness
• James M. Phillips, Chairman and CEO, NanoMech
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“Nanotech innovation is disruptive:
Everything will be reinvented.”
James M. Phillips
Chairman and CEO, NanoMech
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Upstream Innovation
Innovation often connotes new hardware and software. This view, however, is becoming too narrow, asserted Rod Nelson, vice president, Government and Community Relations, Schlumberger.
As the industry strives to meet world energy demand from more complex environments, innovation should also encompass the ways in which companies do business. For his company, this means
seeking a competitive advantage through “Excellence in Execution.” To do this, Schlumberger has implemented a program to create a step change in service delivery focused on consistency,
compliance and efficiency, as well as enhanced product reliability delivered via engineering centers, manufacturing centers and supplier organizations. The idea, he explained, is “for everybody to
get it right the first time, every time.”
Technological advances alone, observed Mr. Nelson, are not enough to keep pace in the upstream sector where financial stakes, as well as health, safety and environmental risks, are high.
Ingenuity is also required concerning people and processes. This ingenuity, among other means, can come in the form of better training and competency, extensive risk assessments, operational
support centers, equipment reliability testing, and employee empowerment where people have the ability to stop an operation if it is unsafe or if it is of poor quality.
Looking at innovation across the three dimensions of people, process, and technology, Mr. Nelson observed many new advancements are emerging. These include HiWAY2 flow-channel hydraulic
fracturing techniques that improve production while decreasing the amount of sand and water required as well as better subsurface modeling applications that help operators place wells in exactly
the right spots, thus reducing the number of bad wells and shrinking the operational footprint.
“There are brute force ways of doing these things and more engineered and optimized ways that cost a little more upfront but ultimately are good business” remarked Mr. Nelson. Peter
Robertson, independent senior advisor, Oil & Gas, Deloitte, concurred with this assessment, stressing the importance of engaging the local community and policymakers throughout the process.
He further explained getting and keeping the support of the local community, local government, and the public at large are essential to the future of the oil and gas industry. This means “doing
things right all the time,” regardless of whether a company is operating in a densely populated area or in a remote outpost.
Featured Speakers:

“We’ve historically differentiated
ourselves through technology, but
moving forward a bigger part of that
differentiation will include the quality
of our execution, we call this program
Excellence in Execution.”

“I often describe the
oil and gas industry
as the intersection
between high-tech
and brute force.”
Peter J. Robertson
Independent Senior Advisor, Oil & Gas,
Deloitte LLP

Rod Nelson
Vice President, Government and Community Relations, Schlumberger
2
For more information on HiWAY Flow-Channel Hydraulic Fracturing Technique, please visit:
http://www.slb.com/services/completions/stimulation/sandstone/hiway_channel_fracturing.aspx
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Technology – Driving Demand, Managing Demand
Energy consumption translates into dollars spent. This simple equation has traditionally been the main reason consumers and businesses have been—and still are—interested in
managing their energy usage. But it is not the only one. As technology becomes more sophisticated, so do the motivations and the methods for applying the latest advances to shift energy
consumption patterns.
The U.S. Navy offers a case in point. “For us, it’s all about saving lives and enhancing combat effectiveness,” remarked Thomas Hicks, deputy assistant secretary of Navy (Energy), U.S. Department
of the Navy. He further explained how difficult and dangerous it is to transport fuel into the combat theater, with one Marine being killed or wounded for every 50 fuel convoys deployed, not to
mention the strategic compromise involved if the U.S. Navy has to depend on imported fuels coming from hostile territories. Thus, the U.S. Navy is driving demand for technologies, such as solar
backpacks, that provide portable power without being tethered to fuel. It is also working on advanced 3rd-5th generation biofuels, some of which are now being used to power the U.S. Navy’s
“great green fleet.”
American businesses also have ample motivation to make the most of the relationship between energy and technology. The experiences of Dr. Michael Weintraub, executive director of
technology, Verizon Digital Media, illustrate technology cuts both ways when it comes to energy consumption: It creates new opportunities for managing demand but it also drives demand,
sometimes at a ferocious pace. Dr. Weintraub explained more computing power generally means more net energy use. He noted energy costs associated with Verizon Digital Media’s data centers
are rising despite relatively static electricity rates and increasing energy efficiency of the latest servers. Thus, buying the appropriate types of servers to meet the business requirements, optimally
configuring them, and making smart choices about where to locate data centers have all become important levers for reining in energy consumption and curbing operating expenditures.
With the stakes being so high, large public and private sector organizations, such as the U.S. Military and Verizon Digital Media, are leading the way in applying technologies and leading
practices to manage demand. Consumers are also motivated to manage their energy consumption, but they have been limited in their ability to do so by an information void, explained Roderick
Morris, senior vice president, marketing and operations, Opower. His company’s purpose is to engage the millions of people who are unaware of their energy use, largely by partnering with
utilities to put smart phone apps and other energy management tools in the hands of consumers. For Opower, energy management is all about connectivity. “Giving people better information
about their energy usage creates a dynamic relationship between utilities and their consumers that has real business value, including increased energy efficiency and demand response.”
concluded Mr. Morris.
Featured Speakers, as pictured from left to right:
• Thomas W. Hicks, Deputy Assistant Secretary
of Navy (Energy), U.S. Department of the Navy
• Roderick Morris, Senior Vice President,
Marketing and Operations, Opower
• Rebecca Ranich, Director, Deloitte Consulting
LLP (Moderator)

“It’s exciting how technology can be used not
only to manage energy use but also the way
people feel about reducing their energy use.”
Roderick Morris
Senior Vice President,
Marketing and Operations, Opower

• Dr. Michael Weintraub, Executive Director of
Technology, Verizon Digital Media
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On the Horizon – Next Generation Energy Technologies
The U.S. Department of Energy’s (DOE’s) national laboratories are centers of innovation where highly talented scientists, engineers, and technologists perform vitally important research. For decades,
their work has resulted in important breakthroughs not only in energy but also in aerospace and defense, manufacturing, information technology and computing, and health care and life sciences. Some
of the advancements made in these labs have been “game-changers.” For instance, the National Energy Technology Laboratory (NETL), through collaboration with other national laboratories, pioneered
techniques for controlling hydraulic fracturing, which helped launch the shale gas revolution that is reshaping the industry today.
As a result of this research and development, Dr. Anthony Cugini, director, NETL, noted that the industry is still coming to grips with moving from scarcity to security. Are there incremental advancements
around the bend that could facilitate this shift? Are there disruptive innovations on the horizon that could reshape the energy industry much as shale gas did? Speakers asserted the answer to both
questions is a resounding “yes.” Dr. Cugini noted that his lab is working on phase-change materials for CO2 capture and new materials to facilitate the ultra-supercritical combustion of coal for higher
efficiencies. The Laboratory has also successfully completed a proof-of-concept field test of a system that could potentially be used to produce natural gas from methane hydrate formations – a resource
whose vastness is estimated to exceed that of shale gas.
Similarly, Dr. Thom Mason, director, Oak Ridge National Laboratory (ORNL), U.S. DOE, outlined the advances ORNL has made in developing new materials, such as carbon fiber and alumina-forming
austenitic stainless steel. Carbon fiber, known for its lightness and strength, is already being used in Stealth Bombers and high-end sporting equipment, but it is very expensive to make. If the cost can be
brought down, explained Dr. Mason, carbon fiber could have an extraordinary impact on transportation fuel efficiency since it would dramatically reduce the weight of the vehicle. Dr. Mason also noted
ORNL’s success in developing and licensing alumina-forming austenitic stainless steel, which can be used to improve the efficiency of nuclear reactors and to facilitate other manufacturing and scientific
processes requiring super high temperatures.
Los Alamos National Laboratory (LANL) is primarily focused on issues related to national security. Using supercomputer modeling and simulation techniques originally designed to bypass the need for
underground nuclear testing, LANL is helping enhance grid resiliency by working with utilities to locate optimal spots to rebuild their facilities in the wake of Super Storm Sandy. Also of great importance,
observed Dr. Charles McMillan, director, LANL, are security risks within America’s energy infrastructure. To this end, LANL is developing new encryption systems for the electrical grid.
Growing concerns around cyber security, intellectual property rights, and the protection of sensitive information pervaded the discussion. Speakers stressed, however, the exchange of ideas among people
of different nationalities and the dissemination of technologies across borders are critical to addressing the global issues of energy security and climate change. “We have to learn how to appropriately
protect classified or proprietary information while still being open to collaboration because science and technology can only thrive in an internationally engaged environment,” concluded Dr. Mason.
Featured Speakers, as pictured left to right:
• Dr. Anthony V. Cugini, Director, National Energy
Technology Laboratory, U.S. Department of Energy
• Dr. Thom Mason, Director, Oak Ridge National
Laboratory, U.S. Department of Energy
• Tomás Diaz de la Rubia, Director,
Deloitte Consulting LLP (Moderator)
• Dr. Charles F. McMillan, Director, Los Alamos
National Laboratory, U.S. Department of Energy
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“In 10–15 years, we could be talking
about methane hydrates, which have the
potential to dwarf the shale gas
opportunity we have today.”
Dr. Anthony V. Cugini
Director, National Energy Technology Laboratory,
U.S. Department of Energy
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Innovating into a Low-Carbon Future
What is the main barrier to innovation within utilities? “Just like the old saying from the Pogo comic strip: ‘We have met the enemy and he is us,’” remarked Sonny Garg, senior vice president, chief
information and innovation officer, Exelon Corporation. He further explained how innovation can be challenging for many U.S. power and utility companies because they have been around a very long
time and are accustomed to working with the same basic infrastructure established back in days of Thomas Edison. So, how do power and utility companies begin to prepare for a low-carbon future when
innovation is not an innate aspect of their cultures?
Mr. Garg laid out three guiding principles: Think about the problem at hand and what you are trying to accomplish, which is to provide safe, reliable, affordable, and now clean electricity to your customers;
understand your framework for change; and respect your people. He further observed the latter principle, “respect your people,” is often overlooked. Certain types of innovation can displace portions of
the existing workforce. One example is the advent of smart metering, which is eliminating the need for meter readers. He asserted managers need to carefully think through how to assist employees in
navigating the career disruption that often accompanies innovation.
People are also a vital part of the innovation equation for the Advanced Research Projects Agency—Energy, or ARPA-E. The agency catalyzes high-potential, high-impact energy technologies being
developed by some of the finest minds in the United States, by investing in them in the early stages before they are ready for private sector investment.
Dr. Cheryl Martin, deputy director of ARPA-E, characterized the agency as embodying the spirit of exploration for energy, setting out to discover projects and paths forward that have the potential to
radically improve U.S. economic prosperity, national security, and environmental well-being. But how does ARPA-E choose which projects to work on? According to Dr. Martin, the agency’s selection process
involves asking a handful of questions: Is the project going to be impactful to ARPA-E’s mission areas and will it have a big commercial impact? Is it going to be transformational, challenging what is possible
and disrupting today’s learning curves? If it works, will it matter and will it enable the energy industry to lean far enough ahead? Is it bridging, and if the agency puts money into it, will it catalyze new
interest in investment? Does the agency have the right team involved?
Since its inception in 2009, ARPA-E has invested in over 275 high-potential energy technology projects across 14 distinct program areas. Among others, these projects span electric vehicle batteries,
genetically modified plants for use in making biofuels, infrastructure for using natural gas in the transportation fleet, grid-scale storage, carbon capture, energy efficiency for heating, ventilation and air
conditioning systems, and hardware and software that increase the reliability and efficiency of the electric grid.
Featured Speakers:

“How we treat our
employees during this
transition will define
whether we [managers] are
a noble profession or not.”

“Thinking big has
never been easy.”
Dr. Cheryl Martin
Deputy Director, Advanced Research
Projects Agency—Energy

Sonny Garg
Senior Vice President, Chief Information and
Innovation Officer, Exelon Corporation
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The Evolving R&D Model and its Impact on the Energy Industry
For many people, Battelle may be largest and most successful research and development (R&D) organization they’ve never heard of. While it may not be a household name, Battelle is the world’s
largest nonprofit R&D organization, and its scientists have played crucial roles in transformational breakthroughs in diverse areas, such as optical digital recording technology (the compact disc),
fiber optics for telecommunications, methods for predicting the fatigue life of welded structures, sophisticated seismic technology used in the oil and gas industry, and carbon dioxide sensors for
measuring the oceanic effects of climate change. Of the approximately $6 billion managed by Battelle, $2.5 billion is allocated to energy-related projects.
Dr. Jeffrey Wadsworth, president and CEO of Battelle, asserted three things will be needed for the United States to position itself for what’s next after shale gas: smart people, smart ideas, and
a smart business environment. Concerning “smart people,” Dr. Wadsworth said the cost of attending college is becoming a major obstacle in the United States, since America’s competitive
advantage in an increasingly global market will depend on an educated workforce. In the realm of “smart ideas,” he emphasized the federal government and industry must continue to support
energy R&D, which is something the European and Asian communities are doing at a much faster pace than the United States. This situation, he observed, provides “international opportunities
for partnering, or if you prefer, competition.” Additionally, a “smart business environment” is essential for the United States to maintain its leadership position in developing energy technologies.
To create that environment, industry leaders and policymakers urgently need to address issues, such as energy incentives, R&D funding, tax credits, immigration, and intellectual property
protection.
Dr. Wadsworth stressed these challenges will be difficult to resolve but they are not insurmountable. Furthermore, the United States
has many assets not found elsewhere, such as world-class laboratories and universities, ambitious entrepreneurs, a sophisticated
financial and legal system, large technology and energy companies, and the skills to scale technologies. He concluded “I’m
convinced we can continue to be the world’s energy leader.”
Featured Speaker:

“It’s up to us as educators, industry leaders, and
policymakers to do our part to develop smart
people, smart ideas, and a smart business
environment for energy.”
Dr. Jeffrey Wadsworth
President and CEO, Battelle
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Meeting Future Energy Demands
It’s one thing to develop technology in a lab, and it’s entirely another to deploy it at full scale. “Each step of the way from bench-top to demonstration and onto commercialization,
there are real world issues that have to be dealt with,” observed Nicholas Akins, president and CEO, American Electric Power. How policymakers and power and utility companies work
together to remove the obstacles along this path will be key to meeting future energy demands.
Mr. Akins emphasized the crucial role that clear, consistent energy policy, both at national and state levels, must play in providing a stable framework for investing in energy
technologies and for managing the risks associated with moving from concept to commercialization. He also observed technologies are advancing in every aspect of the energy
industry, not only in renewables but also in efficiency and fossil-fuel generation. Accordingly, he advocated for true “all of the above” national energy policy that encourages the
development of a diverse portfolio of energy resources (including coal and nuclear), offers consistent and appropriate targets, and mitigates risk related to cost recovery of prudent
investments. He further asserted the industry must be careful of “abundant low-cost natural gas stopping investment in everything else.” “Without a national energy policy, that’s a real
risk,” he stressed.
With a “timid economy” and greater emphasis on energy efficiency, Mr. Akins anticipates only modest load growth in the foreseeable future. As a result, he said his company plans to
focus on optimizing resources as opposed to “just deciding where the next central-station generation is going to be built to satisfy demand.”
Balancing the generation portfolio isn’t the only challenge. Mr. Akins estimated the industry will need to spend about $2 trillion dollars by 2030 to rehabilitate and modernize the
United States electricity grid in order to achieve greater resiliency and to accommodate intermittent renewables and distributed generation. As companies continue to invest capital in
the wires side of the business, he further emphasized energy policy must provide a clear, timely path for investment and cost recovery to ensure the reliability of the grid stays intact.
Featured Speaker:

“If you have to spend $2 trillion and at
the same time the denominator—the
kilowatt hours you’ll spread those costs
over—is not growing, you better
optimize the way you spend your money.”
Nicholas K. Akins
President and CEO, American Electric Power
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Energy Security and Innovation
Without ample access to affordable energy, the United States military simply can’t do the job it needs to do where it needs to do it. Energy is also the engine
of U.S. economic growth, without which the country would not have the means to provide for its defense or sustain the leadership required to advance its
values and interests around the world. Additionally, U.S. national security is deeply rooted in global stability, which is the product of human development
and broadly shared prosperity. Elevating “quality of life” requires ample affordable energy not just for U.S. citizens but for everyone. These factors are the
rather obvious reasons energy belongs in the national security portfolio, emphasized General James Jones (USMC, Ret.), former U.S. national security advisor,
supreme allied commander of Europe and Marine Corps commandant, and current co-chair, Bipartisan Policy Center Energy Project.
Despite energy’s unequalled economic, geopolitical, and strategic value, U.S. energy policy largely remains unclear. “It’s time for our country to wake up to
the security consequences of energy strategy, or lack of it currently,” stressed General Jones. He further contended a comprehensive national energy strategy
is needed to promote good policy, build a diverse portfolio of energy resources, improve the energy productivity of the U.S. economy, and accelerate
innovation across the energy sector.
“The fact is that the United States has never had a coherent and comprehensive energy strategy,” observed General Jones. Instead, the nation has a tactical
mix of energy policies that has varied greatly from one Presidential administration to the next. Accordingly, he called for the development of a bona fide
national energy strategy, supported by a quadrennial review akin to the national defense planning process that has served the nation so well. He also
suggested establishing a senior director for energy on the national security staff so that energy can take its rightful place in the oversight and execution of
national security.
Featured Speaker:

“I’m really hard-pressed to find an issue of greater
importance to our country’s long-term security and
prosperity than energy.”
General James L. Jones (USMC, Ret.)
Former U.S. National Security Advisor, Supreme Allied Commander of Europe and Marine Corps
Commandant. Current Co-chair, Bipartisan Policy Center Energy Project.
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Sector-specific and special topic sessions were offered on the second day of the Conference. Attendees chose one sector-specific session and one
special topic session that most aligned with his or her interests.
Click on a title for a description of each session.

Elective Sessions
Oil & Gas
Power
Regulated Utilities – Access to Capital
Energy Accounting, Financial Reporting, and SEC Update
Energy Cyber Security – Protecting Critical Infrastructure in an Age of
Increasing Threats
Power Insight – From Visibility to Asset Performance
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Oil & Gas

Power

Regulated Utilities – Access
to Capital

To export, or not to export liquefied natural gas (LNG)? Speakers
presented the findings of Deloitte’s recent report, Exporting the
American Renaissance3, which addresses the startling about-face
in the natural gas market forces over the past several years. What
started with the expectation the United States would become
a major importer of LNG, has since changed to the possibility
of the United States becoming a major LNG exporter. The
discussion addressed the impact U.S. LNG exports could have
on natural gas prices in domestic and global markets, and which
countries might benefit, or be disadvantaged, by U.S. exports.
Speakers noted an industry consensus is beginning to form
that suggests LNG exports will have minimal price impact upon
American consumers. Concern about rising natural gas prices as
a result of LNG exports is presently the major objection of those
who oppose them.

Where is the electric power industry headed? National
energy policy—or lack thereof—will likely play a major role
in determining the direction. John Shelk, President and CEO,
Electric Power Supply Association, asserted national policy is
too broad at present, and a more focused conversation around
markets, policy and technology is now required. Mr. Shelk also
presented his thoughts on wholesale competition, which he
believes is generally good for the power market; how potential
new legislation in some states could dramatically shift the electric
power infrastructure; and the market, policy and regulatory
implications of the dramatic drop in wholesale market prices,
some of which are 50% below peak levels. Without a national
debate on electricity, he observed a tremendous amount of ad
hoc regulatory and policy-making activity has occurred, with
different agencies taking divergent actions. In concluding, he
stressed the need for a 360-degree review across agencies,
stakeholders, and power suppliers so that markets and policy
[help] drive technology and innovation.

At present, most regulated utilities have ample access to capital.
Speakers noted this situation is unlikely to change in the shortterm, but industry trends could prove challenging over the long
run. These include declining electricity demand, increasing capital
expenditures to replace or rehabilitate aging assets, and the
early decommissioning of coal plants, which could negatively
impact utility balance sheets affecting their cost of capital.
Additionally, the prospect the Federal Reserve will begin to dial
down its monetary stimulus policy, a trend in regulatory decisions
incorporating high utility equity values into return on equity
determinations, the risk of disruptive change, and confusion
around regulatory pricing models and policy could be detrimental
to utility valuations. Regulated utilities may wish to focus on
“cleaning up their balance sheets” to position themselves as
best they can to continue to attract capital in the face of these
potential challenges.

Session Speakers:
• Chaired by Peter J. Robertson, Independent Senior Advisor, Oil
& Gas, Deloitte LLP
• Tom Choi, Natural Gas Market Leader, Deloitte MarketPoint LLC
• David Goldwyn, President and Founder, Goldwyn Global
Strategies, LLC

Session Speakers:

Session Speakers:

• Chaired by Bill Graf, Audit & Enterprise Risk Services Leader,
Energy & Resources, Deloitte & Touche LLP

• Chaired by John McCue, Vice Chairman, U.S. Energy &
Resources Leader, Deloitte LLP

• Pauline M. Ahern, Principal, AUS Consultants

• John E. Shelk, President and CEO, Electric Power Supply
Association

• Ellen Lapson, Founder and Principal, Lapson Advisory
• The Honorable Branko Terzic, Executive Director, Deloitte Center
for Energy Solutions, and Regulatory Policy Leader, Energy &
Resources, Deloitte Services LP

Exporting the American Renaissance: Global Impacts of LNG
Exports from the United States,
A report by the Deloitte Center for Energy Solutions and Deloitte
MarketPoint LLC, 2013,
http://www.deloitte.com/view/en_US/us/Industries/
oil-gas/50cb7218eee8b310VgnVCM1000003256f70aRCRD.htm
3
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Energy Accounting, Financial
Reporting, and SEC Update

Energy Cyber Security –
Power Insight – From Visibility
Protecting Critical Infrastructure to Asset Performance
in an Age of Increasing Threats

This technical session discussed recent developments in financial
accounting, reporting, and Securities and Exchange Commission
(SEC) comment letters for energy companies and regulated
utilities. Speakers discussed balance sheet offsetting disclosure
requirements, provided updates on the International Accounting
Standards Board’s accounting policies for rate-regulated
activities, and explored what companies should be cognizant of
when submitting their filings to the SEC. Additionally, the session
explored several rate-regulation accounting topics, and provided
an overview of the FASB’s Accounting Standards Update on
Reporting of Amounts Reclassified Out of Accumulated Other
Comprehensive Income. In summation, speakers noted the SEC
and other federal oversight agencies are looking for the “full
story” when it comes to financial disclosure.

Cyber-attacks on United States corporations are becoming
more organized and more sophisticated every day. In response,
a paradigm shift is occurring within the discipline of cyber
security. The emphasis has shifted from total prevention to
detailed observation, so that cyber security is now about
spotting anomalies. While security technologies are important,
intelligence gathering and information sharing within and across
industries are equally critical to “detecting the unknowns.”
Speakers noted it often takes over a year for a company to
recognize it is being breached. New technologies and practices,
such as HP’s Security Research and Intelligence Labs are designed
to actively gather intelligence and reduce the profitability of
these attacks by the perpetrators in order to discourage and
disarm the attackers by disrupting their ecosystems, which are
fueled by monetary exchange.

Advances in data analytics are revolutionizing the power sector,
with important implications for demand management and asset
performance. Speakers observed developments in smart grid,
enhanced broadband technologies, and consumer-driven social
media are creating a “data tsunami” for the energy industry. With
many power and utility companies dramatically improving their
data collection capabilities through smart meters, the challenge is
now how to filter the data and analyze it to improve performance.
To do this, an increasing number are deploying business
intelligence and analytics applications, but technology isn’t
generally enough to move from visibility to asset performance.
Companies also need to develop a data-driven culture. For
some, this is the most difficult step since many organizations are
accustomed to making decisions based on prior experience and
historical analysis as opposed to predictive analytics.

Session Speakers:

Session Speakers:

• Chaired by Steve Livingston, Principal, Deloitte & Touche LLP

• Chaired by David E. Steiger, Senior Manager,
Deloitte Consulting LLP

Session Speakers:
• James Barker, Partner, Deloitte & Touche LLP
• Christine Davine, Partner, Deloitte & Touche LLP
• Bill Graf, Audit & Enterprise Risk Services Leader, Energy &
Resources, Deloitte & Touche LLP
• Shilpi Jethani Chavada, Senior Manager, Deloitte & Touche LLP

• Dr. Christopher Bronk, Fellow in Information Technology Policy,
Baker Institute for Public Policy, Rice University
• Fred Hintermister, Critical Infrastructure Protection and
Cybersecurity Specialist, North American Electric Reliability
Corporation
• Frank Mong, Vice President and General Manager, Enterprise
Security Products Software, Hewlett-Packard Company

• A. Christopher Burton, Vice President, Smart Grid & Technology,
Baltimore Gas and Electric Company
• Rick Davis, Vice President, Sales and Business Development,
Noesis Energy
• Mark Podorsky, Principal Manager, External Parties and Future
Programs, Southern California Edison
• JR Reagan, Federal Solutions Group Leader,
Deloitte & Touche LLP
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Concluding Perspectives
The energy industry is shifting from a mindset of scarcity to one of abundance,
but industry leaders and policymakers cannot forget about the challenges
associated with population growth, climate change, and the need to rehabilitate
an aging infrastructure. Meeting these challenges will require innovation
throughout the entire energy value chain, spanning not only technology but also
culture and business processes. Some of this innovation will be incremental, but
some will be disruptive. Throughout the conference, speakers presented many
ideas for navigating through disruptive environments, with an overall call to
“rebrand energy” as the place where talented people can make a difference in
addressing the seminal issues of our time.

“We need to rethink all dimensions of the
grand energy equation.”
Dr. Joseph A. Stanislaw
Independent Senior Advisor, Energy & Sustainability, Deloitte LLP

Please join us next year to continue the dialogue.
- John McCue, Vice Chairman, U.S. Energy & Resources Leader, Deloitte LLP
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