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Goal for Today’s Plenary Panel

The predominate question Engage today’s audience

is... on what it will take to build
? the grid that we are
? ? Imagining. This means
- - - providing information on
...what must be true to the utility value chain (Gx,
achieve an infrastructure TX, and Dx) in addition to
mobilization of this the impact to customers
maghnitude? and communities.
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Speed & Scale: Supply Chain vs. The Energy Transition

Projected market conditions caused by the energy transition and infrastructure
mobilization are changing faster than utility supply chains.

Scale:

/1 The size and complexity of the energy transition and infrastructure mobilization
I far exceeds the investment in the supply chain function in utilities.

How can utility supply chains keep pace with ]
9 ? ? the speed and scale of this infrastructure scottmadden
p o - - mobilization?




@ Speed of Change: ScottMadden Energy Industry Update (EIU)

NMNODN

This Energy Industry Update examined
how the combination of ambitious
decarbonization targets, rising natural gas
prices, policy mandates, and geopolitical
events are combining to put pressure on
the energy industry. This report examined
the impact of multiple and sometimes
conflicting pressures—between
decarbonization aspirations and system
reliability and flexibility, between demand
for new energy resources and the
complexity of integrating them into the
grid, and between investment needs and
affordability.

Fossil fuel switching

Capital Markets and Capital Needs
Utility Decarbonization Portfolios
Interconnection Queue Reform

? ??
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How can utility supply chains keep
the speed and scale of this infrastructure
mobilization?

The energy transition remains much _
discussed in_the energy and utilities industry.
For some, this transition is not moving at the
pace and linearity they would prefer. But

some ambitions are meeting the reality of the
time and cost of making dramatic changes to
an energy system. The theme of this issue is

"The Distance,” which reflects time and effort

to get new non-emitting energy
technologies to commercialization (long-
duration storage, next-generation
geothermal),

to improve regional transmission planning
and get transmission projects under way
(FE orders),

to reconfigure (if feasible) power
eneration or to preserve resources as
ong as possible Tor reliability (EPA

greenhouse gas regulations), and

to implement effective programs for
affordability (low-income energy
affordability).
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_’.1 Scale: Utility Supply Chain OpEx Typically Grows Between 0% - 3%

Figure 6.1: Quarterly U.S. Clean Energy Investment ($ Billions)

Clean energy investments can be organized into the
following categories:

$40

Manufacturing: Investment in the construction or expansion of $35
factories that manufacture clean energy, clean vehicle, building
electrification, or carbon management technology. $30

£ $25
Energy and Industry: Investment in new or existing facilities to %
produce clean energy, capture carbon dioxide emissions, or a $20
decarbonize industrial activity. 2 15

[11]
Retail: Investment by individual households and businesses $10
purchasing or installing clean electricity generation and storage, $5

clean vehicles, or building electrification technology. o

Clean energy investments in all three categories
have increased significantly since the passage of
the Infrastructure Investment and Jobs Act
(November 2021) and Inflation Reduction Act (August

2020-Q1
2020-Q2
2020-Q3
2020-Q4
2021-Q2
2021-Q3
2022-Q1
2022-Q2
2022-Q3
2022-Q4
2023-Q1
2023-Q2
2023-Q3
2023-Q4
2024-Q1
2024-Q2

Manufacturing === Energy and Industry === Retail

2022).
Source: Rhodium Group and MIT Center for Energy and Environmental Policy
Research (CEEPR)
How can utility supply chains keep pace with 0
‘? the speed and scale of this infrastructure scottmadden
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https://www.scottmadden.com/insight/utility-themes-strategies-and-spending/?utm_source=foleon&utm_medium=link&utm_campaign=eiu-2024q4&utm_content=eiuv24i2

{ﬁ Scale: Utility Supply Chain OpEx Typically Grows Between 0% - 3%

Capital spending by U.S. investor-owned Capital Spend for Electric IOUs
electric utilities has steadily increased over

the past decade, a trend expected to

continue. Actual capital expenditures rose 220 e
from $96.1 billion in 2014 to $171.9 billion in - o
2023, marking a 78.9% increase over 10 . [

years. Projections for the next three to
five years indicate further growth as many 128
utilities announce significant spending plans 140
to support load growth from data centers and 120
artificial intelligence, modernize the electric 100
grid, add generation capacity, and enhance -
resiliency and reliability through new or

upgraded infrastructure. iz

20

180

$ Billions

As °f september 2024’ 72 electric and 71 gas ° 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026
all reflect substantial increases in requested
billion, excluding adjustments for later steps

rate cases were pending across 41 states
e
(July 2024)
capital expenditures. The aggregate net rate
in multiyear rate plans.
scottmadden

and the District of Columbia. Nearly
increase proposed in these cases totals $21.1 Source: ScottMadden Capital Deployment Playbook
2 2 9
7 | ] [ | || E S I G MANAGEMENT CONSULTANTS




Utility Supply Chain Speed & Scale
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A

al Speed & Scale: Utility Supply Chains Primary Strategies to Meet
-@} The Challenge of Infrastructure Mobilization

] !

Operating Model

Demand Planning

Qﬁ Strategic Alliances

Inventory Optimization
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Reserved Slots by Slot Period and Vendor

Open Slots by Slot Period and Vendor

February April July September November December April
2024 2025 2026

GE ®#VTC

Demand Planning

10

Specifications For Key Materials

Limited tools and technology

1 for demand planning has led
to development of bespoke
tools that ingest
specifications during project
planning

With confirmed specifications

3 further in advance, supply
chain can work with
manufacturers to slot
material needs in production
queues

Add New Siot Record

Manufacturer Lookup:

Delete Slot Record
Item Lookup:

Purchase Order Lookup:

|Equipment EmFG K] sLoT PERIOD B ITEM ID B PROJECT ID B2 vR NUM |
= P2553

Creek

Belfast
Kubota Drive
- Louisiana Pacific - Center

- Spring Bluff
Woodard
4 - Amlajack

>7 - Hard Labor Creek Resenvoir

Pine Inn

"No MR
“No MR
No MR

No MR

Step One allows for review of
2 materials for spec
rationalization in step Two

Bespoke demand planning

4 tools provide data
visualization to highlight gaps
between manufacturer
capacity and project
milestones

B2 vR NEED YR PO NUMW/LINE K3 PROJ SHIP (K3 PO DEL DATRA PRICE K2 PO VENDOH VENDOR KA PART # K3
No MR 00-1 08/26/22 34,808
No MR A5
No MR
0970
09/0.
1
0101424
o MR
02118024
No MR

05/01/24
R

1
11/15/2024 TT88060225
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Actual historical quarterly demand

Simulated quarterly demand

Review each individual
1 catalog item’s usage
distribution

Categorize items so that the

3 percentage of the selected
distribution matches the
service level desired (lower
percentage for consumables,
higher percentage for critical
items)

EEESFIANAN]
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Inventory
Optimization

11

Statistical Modeling That Matches Item
Behavior in Utility Materials Management

Review 20+ statistical
distribution models to choose
the best-fit distribution for
each catalog item

Develop data visualization
tools to manage items at risk
or whose usage changes

Sample view of
distribution assignments
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COEs own and direct two primary
specialized activities:

v' Programs
v Planning and Analysis

COEs and Category Management Buildout

v Examples of Programs:
B Strategic Procurement
B Contract Management

B supplienReiationchip Management (SRM) Expansion of self-service Expansion of COEs aligned
IS anagemen - - - -
= supplier D%,e,sity 1 portals with virtual agents 2 W|th_ |_nfra_structure ’
P erBLam i and chat bots for mobilization such as risk
Xamples o anning an nalysis: = =
& Demand Mariagement transactional work management and analytics
B Reporting & Analytics
B Spend Analysis
B Market Analysis
Incorporation of category Incorporating demand
3 managers into capital 4 planning inputs into category
planning process to bring plans

market and supplier analyses
to planning and decision
making

Leading Practice Procurement Service Delivery Model

A Leading Practice Delivery Model

Company

‘ -~ Corporate Groups
FTT
= Accounts Payable
=0
4 Tier 1Issue Tier 2 Complex
Resolution Issue Resolution Tier 3 Center of
Expertise (COE)

‘ prie =y

Local Businesses [

Pl
P anagemen

management

co.com \,.Qﬁ

Tier 1 Transaction/ _. .
Work Auth Tier 2 Transaction

Operating Model
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Strategic Alliances

Strengthening Collaborative Relationships

Establish internal teams and
1 prioritize potential alliance 2
relationships using several

analyses of performance,

markets, suppliers, and spend

Assign roles and develop

3 action plans with measurable 4

success outcomes

N

GOAL:

Align on mutually beneficial outcomes with
Alliance Suppliers to enable behaviors that
are:

“more commercially valuable rather than
administrative/contractual”

Business Units
+ Provide reliable
service
+ Operate efficiently
cost effecti

Su,
= Provide 90-¢

service level

- Improve costs

and value partnership

Conduct alignment
workshops to develop
objectives, outcomes, value-
drivers for all, and high
impact opportunities

Conduct challenge sessions
and establish governance

‘D

UNLOCK INNOVATION:

Alliance Suppliers increase innovation
when the business units and supply
chain bring an attitude we refer fo as:

“The Psychology of the Possible”
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