Coping with Blackouts and the Terrorist Threat. learning to cope with electricity shortfalls
and blackouts has been a costly reality in California as a string of power disturbances and
outages disrupted the lives of millions of people and thousands of businesses. Electric Power
Rescarch Institute estimates that power outages and fluctuations already cost the economy up to
$50 billion annually in lost production (DOE believes it may be as high as $150 billion
annually), and EPRI argues that the US electricity system is in its worst condition since 1965.

Planning for both price spikes and terrorist strikes have presented a dilemma to the utility
industry. Both have serious consequences, but the recovery from a price spike usually has less
long term damage that the worst case terrorist attack--a coordinated multi site attack that will
cripple an entire region for weeks and months. However, with the post 9/11 terrorist threat, the
potential for terrorist caused blackouts around the country could be even greater than what we
saw in California.

This threat points out that better protection needed for individual companies with mission critical
power-related operations will have to rethink their emergency planning to include distributed
generation, power storage and improved power quality from the grid.

DOE has recently released a study warning that increased electricity usage and an aging
infrastructure were stressing the grid systems to the point of disrupting service, and the report
also recommended on site systems as a means to help utilities meet the growing power demand.

The Key Lessons of 9/11 for Distributed Generation and Power Storage. There were four key
lessons from the recent terrorist attacks:

First, the NYC priority of restoration for key financial customers had tremendous implications
for distributed generation and power storage capabilities as temporary emergency generation was
put into place and grid power was restored.

Second, the battery storage systems and power supply situations of the key telecommunications

systems must be revisited to look at the new technologies available for power storage and
backup.
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