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Why is this new study important?

. Weae_\__‘l__\r‘__eady know that S

“Energy efficiency offers a vast, low-cost
energy resource for the U.S. economy”

McKinsey & Company, Unlocking Energy Efficiency in the U.S. Economy, July 2009
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* The South however has been slow to act.
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“Efficiency in the South” means ...

* No growth in energy use for 20 years
— waste would drive 16% growth

* Retire many (10 GW) old power plants, and avoid
many (49 GW) more

» Save customers $41 billion per year by 2020, or
$26 per month for each household

» Create 380,000 new jobs and $1.2 billion in
additional economic growth

» Save 8.6 billion gallons of freshwater
cleanenergymg§

South Lags the Nation:
Energy Efficiency Program Impacts, by State (2007)

New State Goals for Utility-Sector Energy Efficiency.

Sources: EIA Form 861; ACEEE, Meeting Aggressive deﬂneﬁergy mg&
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South Lags the Nation:
ACEEE Score for Utility and Public Benefits Programs and Policies, 2007

South Lags the Nation:
Reported Budgets for Energy Efficiency Programs

Source: CEE, The State of the Efficiency Program Industry: deﬂneﬁergy.mgg
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Budgets, Expenditures and Impacts, 2009.
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Why Does the South Lag Other Regions

in Energy Efficiency?

* Myths:
— Low electric rates make efficiency infeasible
— Low-income people are an obstacle*

*“These low-income households are truly unable to participate in any energy efficiency and r—
conservation efforts.” — Testimony of South Carolina Public Service Commissioner David A. 919{3'“9“9’9_&'0'9 g
Wright before the Senate Energy and Natural Resources Committee on a national Renewable 7 Chennt gy S
Portfolio Standard, February 10, 2009.

Rates are Not the Barrier

Energy Efficiency Impacts Are Large in Some States Where Rates Are
Comparable to the South

Average State In comments to a legislative study committee, SCE&G

Electric Rate cited having “some of the lowest electricity prices in the
cents per kWh country” as one of the factors that “prohibit or inhibit
P our ability to be more energy efficient.” (State
20 Regulation of Public Utilities Review Committee,
November 17, 2008.)
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[ . Southern States ] Source: ACEEE, EIA Form 861. (2007 data)
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Cost is Not The Barrier

» By 2020, rates go down: e
— 8% residential g";:f/\‘vw\
— 6% commercial jal ,_J/’J/__

— 8% industrial

« By 2020, bills go down 14% oo
SaVlng $41 b||||0n Figure £.19 Percentage Change (n Energy il Savlags
« By 2030, saves about $90 : JE—— e

billion in unnecessary
power plant construction

Source: Brown et al., “Energy Efficiency in the South,” Southeast Energy Efficiency aansner Q'Q i
Alliance (April 2010). 9 u‘;’ - %
ClenmiEnangy 0B

Cost is Not the Barrier

* Florida energy savings potential = 9.8% of sales

» About 80% of these savings are so cost-effective
that they have a customer payback of less than
two years at forecast Florida electric rates

Source: Florida Public Service Commission, Staff Recommendation, FEECA —
Proceedings. October 15, 2009. deﬂneﬁergy-mgf
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Cost is Not the Barrier

Duke Energy Carolinas Save-a-Watt Program Bill Analysis

Example Bill Impact for Participating Customers

Avg Reduction in " Approx. Approx.

Monthly Usage U:aij::::;l’h) Monthly Annual

Usage (kWh)| (kWh/mo) Savings Savings

Home Energy House Call with Kit| 1,000 81 919 $6.71 $80.51
6CFLs| 1,000 32 968 $2.66 $31.87

Smart Saver Central A/C| 1,000 70 930 $5.82 $69.89

$15.19| $182.27|Gross Customer Benefit

$1.74/ $20.83|Approximate Rider Expense
Net Benefit to Customer
After Rider

$13.45| $161.44)

NOTES: Assumes residential tail block rate = $0.083/kWh
Assumes energy efficiency rider = $0.001736/kWh
Assumes typical residential customer uses (on average) 1,000 kWh per month

Raiford Smith, Duke Energy Carolinas, Docket 2009-226-E, December 2, 2009

Cost is Not the Barrier:

Analysis of a Southwest Utility
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Represents about 3-6% savings

Source: Cappers et al., “Financial Analysis of Incentive Mechanisms to Promote eganan mg it

Energy Efficiency: Case Study of a Prototypical Southwest Utility,” LBNL-1598E Cll'l—erg"{ s

(March 2009). e
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State Residential Electric Rate (c/kWh)
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Cost is Not the Barrier
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If it’s so cheap, why

e Lack of capital

Utility financial regulation — disincentive to utility
support

e Efficiency programs not up to date
Transaction costs
“Split-incentive” or “Principal-Agent” problem
- National Action Plan for Energy Efficiency (July 2006)

cleanenergy OIg s
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Efficiency Barrier Example:

“Principal-Agent” Problem

* One party (the agent) makes decisions affecting end-use
energy efficiency

» A different party (the principal) bears the consequences of
those decisions
— Builders affect homebuyers
— Owners affect tenants (commercial & residential)
— One department makes decisions, another pays bills

* “some 50% of total US residential energy usage is subject to
the PA barrier”

Prindle, Bill, Quantifying the Effects of Market Failures in the End-Use of Energy,

ACEEE for International Energy Agency (February 2007).

Murtishaw, Scott and Jayant Sathaye, Quantifying the Effect of the Principal-Agent

Problem on US Residential Energy Use, Lawrence Berkeley National Laboratory, 15
Report LBNL-59773 (August 2006).
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Why Does the South Lag Other Regions

in Energy Efficiency?

* Myths:
— Low electric rates make efficiency infeasible
— Low-income people are an obstacle*

* Reality: The South lacks . ..
— legislative standards similar to those adopted in many states
utility regulatory commission support
high quality programs, with economies of scale to achieve low costs
interest of utility management
rate structures that promote efficiency
— financial incentives for utility success (utilities face disincentives)

*“These low-income households are truly unable to participate in any energy efficiency and

conservation efforts.” — Testimony of South Carolina Public Service Commissioner David A. deanenerg? mg
Wright before the Senate Energy and Natural Resources Committee on a national Renewable

Portfolio Standard, February 10, 2009.
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