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Top Considerations for Leaders When Electrifying Utility Fleets

Introduction

With the transportation sector accounting for the largest portion of greenhouse gas (GHG) emissions in
the United States,' meeting state, local, and corporate GHG emissions targets will require businesses
operating fleets to proactively adopt electric vehicles (EV). With this in mind, companies are beginning to
pursue electrification, including halting procurement of internal combustion engine (ICE) vehicles and
planning for the considerable charging infrastructure, business model impacts, and personnel changes
required to operate an electric fleet.

Electric utilities, both as operators of vehicle fleets and providers of electricity, are uniquely positioned to
take advantage of fleet electrification opportunities. As providers of electricity with the obligation to serve
their customers, utilities must plan to support commercial customers in their electrification efforts. As fleet
owners, many utilities have already set goals to electrify some portion of their own fleets, from light-duty
passenger vehicles to bucket trucks and other heavy-duty vehicles. However, like commercial fleet
operators, substantial planning must go into these transitions to ensure utilities can continue to serve
their customers and meet operational commitments.

This paper focuses on fleet electrification goals emerging in the industry, the potential benefits to utilities
from electrifying their own fleets, and considerations utilities should evaluate prior to and during their fleet
electrification process. Given vehicle replacement cycles and ambitious decarbonization targets set by
states and utilities across the country, fleet managers across industries must begin planning immediately
to successfully transition their vehicles to electric. This is particularly true for utilities, who stand to benefit
from electrification in the following ways:

B Operating costs for EVs are expected to be significantly lower.
B EVsreduce GHG emissions, which contribute to meeting state or corporate emissions goals.

m  Electrifying the fleet cements the utility’s position as a technology innovator and leader for
other fleet operators in its service territory.

I www.epa.gov/ghgemissions/sources-greenhouse-gas-emissions
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KEY TAKEAWAYS

= Many electric utilities are making progress toward electrifying their fleets resulting in benefits to
the utility, such as reduced maintenance, lower-carbon emissions, and providing an example for
customers to follow.

* To begin planning, a business case can help the utility outline costs and benefits; it also helps
to anticipate challenges and set expectations with senior management.

* Producing an electrification roadmap that incorporates operational impacts will align the
organization to key milestones and allow stakeholders to provide feedback.

= External stakeholders, such as regulators and governments, are also adjusting to the effects of
transportation electrification, and they can serve as critical partners in the transition process.

Overview of Electric Fleets in the Utility Industry

Utilities across the country are taking active roles in electrifying their fleets. ScottMadden’s analysis of
the 33 largest investor-owned utilities indicates that most have announced fleet-electrification goals of
some kind. Two-thirds have published fleet-electrification targets with the majority setting 2030 as their
internal deadline to convert some portion of their fleet to electric, and ten utilities have committed to
electrifying 100% of their light-duty fleets by this time. Light-duty vehicles are by far the most common
class of vehicle to electrify with only eight utilities in our analysis having stated any goal for medium-
and/or heavy-duty vehicles.

Common Ultility Fleet Electrification Goals
e Corporate sustainability goals or emissions reduction targets
e Operations and maintenance cost savings

e Seftting an example for customers/becoming an industry leader

The emphasis on light-duty electrification is driven by the availability of light-duty EV models and their
ability to meet passenger vehicle needs. Light-duty EVs are currently more cost-competitive with their
ICE counterparts than medium- and heavy-duty EVs. However, as prices for medium- and heavy-duty
EVs fall and product offerings expand, utilities will have more options and opportunities for electrifying all
classes of fleet vehicles. Utilities may also have opportunities to work directly with medium- and heavy-
duty EV manufacturers to develop vehicles to meet their needs. As an example, Con Edison recently
announced a partnership with Lion Electric to deliver a custom electric truck.?

2 https://www.coned.com/en/about-us/media-center/news/20210324/utility-bucket-truck-makes-clean-energy-breakthrough
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The size of a fleet is a critical consideration in electrification and varies significantly across utilities. Fleet
size can depend on factors, such as assets, customer counts, and service territory size. Our estimates
show that fleets of the largest 33 utilities are approximately 150,000 vehicles, including light-, medium-,
and heavy-duty.

Figure 1 provides a summary of utility fleet electrification commitments.

Target Light Medium | Heavy

AEP 2030 100% - -- 100% of cars and light-duty trucks with EV by 2030

Alliant 2030 100% - -- 100% of light-duty fleet vehicles will be electric by 2030
50% of light-duty fleet vehicles by 2025 and 100% by 2030.

CenterPoint 2030 100% - 10% In addition, 5% of electric operations heavy-duty vehicles

will be replaced by 2025 and 10% by 2030
100% of light-duty vehicles will be converted to electric;
50% of medium-duty, heavy-duty, and off-road vehicles to

0, 0, 0,

Duke 2030 100% 50% 50% EVs; plug-in hybrids or other zero-carbon alternatives by

2030

100% of passenger cars and small to midsize SUVs, 30% of
Edison Intl. 2030 100% 30% 8% medium-duty vehicles and pickup trucks, 8% of heavy-duty

trucks, and 60% of forklifts electric by 2030

100% of light-duty vehicles by 2030. Idle mitigation
Exelon 2030 100% - -- technology to be employed to medium- and heavy-duty

vehicles where fully electric commercial options are limited

- 0 - - —

Hawalllan 2035 100% B _ 100% of passenger cars, SUVs, light pickups, and minivans
Electric to be plug-in electric by 2035

75% of passenger vehicles and 100% of new purchases
IDACORP 2030 75% - -- electric by 2030. 35% of SUVs electric by 2030. 75% of

forklifts and 100% of new purchases electric by 2030

0, i - 0, i - 0,

PG&E 2030 100% 10% 506 100% of light-duty fleet, 10% of medium-duty fleet, and 5%

of heavy-duty fleet by 2030

100% electric Class 1 vehicles by 2025 and 70% electric
PGE 2030 85% 40% 30% light-duty Class 2 vehicles, 40% electric medium-duty
vehicles, and 30% electric heavy-duty vehicles by 2030
100% of passenger vehicles, 60% of medium-duty vehicles,
and 90% of heavy-duty vehicles will be battery electric

PSEG 2030 100% 60% "90% vehicles, plug-in hybrids (*or anti-idle job site work systems)
by 2030
50% of light-duty vehicles by 2025; 100% by 2030. Begin
OGE 2030 100% - -- replacing medium- and heavy-duty trucks with more fuel-
efficient vehicles and electric power take off equipment
xcel 2030 100% 30% 30% 100% of sedans by 2023; 100% of light-duty vehicles and

30% of medium- and heavy-duty vehicles by 2030

Utilities are electrifying their fleets for a variety of reasons. Among the most common is combatting climate
change and reducing emissions from their vehicles—more than half of the 33 largest utilities cited this as
a motivation to electrify, based on ScottMadden’s analysis.

Another compelling reason for utilities to electrify their fleets is the opportunity to “lead by example” and
set a standard for customers. Utilities can encourage other stakeholders to electrify by doing so
themselves. In addition, by electrifying their fleets, utilities can gain practical knowledge that can then be
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used in working with customers to electrify their fleets. As utilities progress toward fleet electrification,
carefully identifying the driving motivations and goals is a critical step in this process.

Considerations for Utility Fleets

In undertaking fleet electrification, utilities should pursue four primary activities to support planning,
leadership alignment, and implementation.

1. Define Electrification Goals and Create a Business Case

Before embarking on electrifying your fleet, it is important to be able to clearly articulate your goals and
to have leadership buy-in. For example, the primary goal of some utilities may be to drive down
operational and fuel costs through their electrification efforts. For others, the primary goal might be to
meet corporate sustainability goals and establish themselves as leaders in the industry. Both goals are
important benefits of electrification, but they may lead to different approaches to cost, timing, and defining
what a successful transition looks like.

Even if the decision to electrify is not purely motivated by cost savings, a business case will help utility
fleet managers set expectations, quantify costs and benefits, and identify potential risks and mitigating
actions. A business case allows fleet managers to communicate to leadership important information
about expected costs and benefits of the transition as well as potential risks and trade-offs.

Throughout implementation, fleet managers can monitor the underlying business case assumptions and
make adjustments based on interim results. Inputs, such as operating and maintenance costs,
procurement budgets, and program incentives, among others, will affect the business case. For example,
vehicle purchase prices are likely to change during the course of a multi-year implementation, and fleet
managers may need to adjust business case assumptions accordingly in order to meet the strategic
objectives of the project.

2. Develop an Electrification Roadmap

The transition to an electric fleet represents a significant change in fleet operations and may take many
years to complete. Creating a roadmap to outline interim goals and milestones should be an initial priority
for the transition team. The roadmap should be informed by industry benchmarking, forecasts of market
and technology trends, and product availability timelines, which provide valuable context upon which to
base recommendations. The roadmap should also consider initial costs and budgets, infrastructure
needs, and the specific duty cycles of the fleet's vehicles. For instance, one multi-state utility has
discussed beginning its fleet electrification efforts with light-duty vehicles located at its nuclear sites to
take advantage of on-site generation and conducive duty cycles.

Developing a roadmap allows the transition team to communicate the electrification process, align
expectations, and solicit feedback from stakeholders to increase buy-in. A roadmap also provides a forum
to think through the transition and anticipate roadblocks and challenges, as opposed to reacting to them
as they happen. The roadmap should include electrification targets, such as numbers and types of
vehicles and high-level milestones, which allow the transition team to track and celebrate intermediate
progress. Sample milestones are shown in Figure 2 and include goals for vehicle procurement, charger
procurement, and electrification by vehicle class.

G
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Figure 2: lllustrative Electrification Milestones

* Roadmap developed and approved

Year 0

* Project funded and launched

* 20% of light-duty fleet electrified

* 50% of new vehicle purchases electric
Year 2

* 50 Level 2 chargers installed at company facilities

* 50% of light-duty fleet electrified

* 20% of medium- and heavy-duty fleet electrified
* 100% of new vehicle purchases electric

* 125 Level 2 chargers installed at company facilities

* 100% of light-duty fleet electrified
50% of medium- and heavy-duty fleet electrified

3. Consider Change Management Requirements

During the transition process, fleet operations managers must meet expected service levels among
internal and external customers. Vehicle availability and readiness expectations will need to be met for
electric and legacy ICE vehicles. As a result, the impact of the transition to electrification on utility
operations must be understood and planned for in advance to ensure expectations are met.

Crucial actions of this phase include:

5
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Documenting the current state of the utility’s vehicle inventory (e.g., location and condition) as
well as the utility’s requirements of its vehicles (e.g., routes and duty cycles)

Assessing the charging and maintenance needs of incoming EVs (particularly heavy-duty
trucks) and EV chargers

Understanding how the utility’s other functional groups will be impacted (e.g., engineering,
field operations)

Educating support functions about the effects of the change (e.g., training, finance)
Working with facility managers to plan for additional chargers and charging cycles
Adopting or developing key performance indicators and methods to track and report on EVs

Monitoring regulatory changes that could impact business operations (e.g., local emissions
requirements, incentives)

Training mechanics and drivers on EVSs, including the use of charging stations and EV
infrastructure

&
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Fleet managers and utility executives must also be mindful of the impact fleet electrification will have on
the people and processes that allow the utility’s fleet to operate. EVs function differently than their ICE
counterparts and require different skills, capabilities, and expertise. Fleet electrification will therefore
require dedicated operator training, new and updated processes, and potentially new teams and
organizations.

EVs function differently than their ICE counterparts and
require different skills, capabilities, and expertise.

4. Engage Stakeholders to Maximize the Impact and Success of the Transition

Socializing the roadmap with stakeholders is critical. Executives will seek assurance that safety and
customer service will not be interrupted during the transition and will expect sustainability or other goals
to be met. External stakeholders may pressure utilities to accelerate their electrification efforts to drive
the EV market and serve as an example to other fleets.

Stakeholder management is as critical as the preparation of the business case and execution of the plan.
Electric fleets are a new opportunity for all stakeholders and will require cooperation and communication.
Engaging other interested parties and providing frequent updates will contribute to a more successful
fleet transition.

Three external stakeholders that can serve as partners and advocates during the transition process
include:

B Regulators play an important role in utility planning, and they must be prepared to present a
clear story to justify investments in charging infrastructure and vehicle replacement. In many
cases, electrification may support regulatory requirements and initiatives, increasing the
potential buy-in of regulators in the transition process.

B Many state governments have set electrification or emissions reductions goals. A recent
example of a state-driven initiative is the memorandum of understanding (MOU) for medium-
and heavy-duty zero-emission vehicles (ZEVs). This MOU was signed by 15 states and
Washington, DC, indicating an agreement to work together to foster market growth in ZEVs.3

B Industry organizations provide opportunities for utilities considering electrification to gather
lessons learned and best practices from peers in other states who have undertaken similar
initiatives. In some cases, utilities are working together to foster EV adoption between states’
utility service territories, such as deconflicting locations of public-charging networks.*®

3 https://www.nescaum.org/documents/multistate-truck-zev-governors-mou-20200714.pdf/
4 https://www.mwenergy.com/news/view/midwest-energy-joins-electric-vehicle-charging-collaboration
5 https://electrek.co/2021/03/02/six-us-utilities-form-electric-highway-coalition-in-southeast-midwest/
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Conclusion

As owners and operators of vehicle fleets as well as providers of electricity, utilities have a unique
opportunity to take advantage of fleet electrification. Through their own electrification efforts, utilities can
serve as industry leaders providing an example for others to follow. In addition, by drawing on the
experience and lessons learned from electrifying their own fleets, utilities can effectively advise their
customers and serve as a partner in their electrification efforts.

However, fleet electrification is not without its challenges. Detailed planning, including defining goals and
developing a business case, roadmap, and key milestones, is essential to successfully transition to EVs.
Managing change and engaging stakeholders is also a critical differentiator for successful electrification
efforts. When done properly, utilities can benefit from reduced maintenance and operational costs,
achievement of corporate and government sustainability goals, and serving as an example for their
customers to follow.

How We Can Help

ScottMadden works with utilities to plan for the integration of EVs into their business and operations,
including the development of EV-charging programs, EV organizations, distribution planning and new
business processes, customer outreach programs, and charging incentives. ScottMadden helps clients
explore every aspect of the transition to EVs. We work with utilities and service providers to build tailored
solutions designed to manage the significant changes associated with transitioning to EVs. In addition,
ScottMadden has advised EV original equipment manufacturers and commercial fleets in the
development of EV-charging strategies. Our deep acumen in energy and grid transformation helps fleet
operators achieve safe, efficient, and profitable transitions.

To learn more about what actions your company should take to facilitate the electrification of your fleet
or to begin your own fleet electrification or advisory program, contact us today. If you're not sure where
to start, contact us to receive our free electrification checklist for assessing your fleet's electrification
readiness.

About ScottMadden

ScottMadden is the management consulting firm that does what it takes to get it done right. We consult
in two principal areas—Energy and Corporate & Shared Services. We deliver a broad array of consulting
services ranging from strategic planning through implementation across many industries, business units,
and functions. To learn more, visit www.scottmadden.com | | |

About ScottMadden’s Energy Practice

We know energy from the ground up. Since 1983, we have served as energy consultants for hundreds
of utilities, large and small, including all of the top 20. We focus on Transmission & Distribution, the Grid
Edge, Generation, Energy Markets, Rates & Regulation, Enterprise Sustainability, and Corporate
Services. Our broad, deep utility expertise is not theoretical—it is experience based. We have helped our
clients develop and implement strategies, improve critical operations, reorganize departments and entire
companies, and implement myriad initiatives.
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