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Good afternoon.  My name is Jim Rogers and I am Chairman, CEO and President of Duke Energy.  Duke serves approximately 3.9 million customers in five states: North Carolina, South Carolina, Ohio, Indiana and Kentucky.   We have 37,000 megawatts of generation, which is supplied by coal, nuclear, natural gas and hydropower.  

I am here on behalf of Duke Energy as well as the Edison Electric Institute (EEI), where I currently serve as Chairman.  EEI is the association of U.S. shareholder-owned electric utilities and industry affiliates and associates worldwide. 
I want to thank you for inviting me to speak today on a topic which I believe is central to achieving this country’s environmental, energy security and technology goals – energy efficiency.  

As the leader of a large power company, I believe it is my duty to both shareholders and customers to understand not only the basics of meeting energy demand but also to delve into the future and understand all of the pressures that will lead me to make the right economic decisions today.  Expectations for electricity growth and impending environmental trends all play a fundamental role in the delivery of electricity to our customers.  

Despite the fact that electricity remains a value compared to other essentials, electricity bills are rising.  Fuel costs and purchased power have driven a large part of those incremental price increases – accounting for roughly 95 percent of total operations and maintenance expenditures on an industry-wide basis.  But those are not the only cost pressures facing the industry.  Environmental controls, particularly in coal-centric regions of the country, are driving up costs.  At the same time, America’s appetite for electricity is growing.  A recent Consumer Electronics Association study revealed that the number of electronics products per household has doubled since 1997.  We might love plasma televisions, but we need to recognize that they also love electricity!  Growing demand brings with it an essential need for new power plants and transmission lines.  
As part of my own effort to examine, understand and help customers manage all of these trends, I agreed to co-chair the National Action Plan on Energy Efficiency – supported by the Environmental Protection Agency (EPA) and the Department of Energy (DOE).  

As co-chair with Diane Munns, then a Member of the Iowa Utilities Commission and President of the National Association of Regulatory Utility Commissioners, we worked with a Leadership Group representing over fifty utilities, utility commissions, state energy offices, consumer and environmental advocates.  The resulting National Action Plan outlines benefits and opportunities for energy efficiency as well as the barriers to overcome if we are to make energy efficiency a top priority.  
The first phase of this multi-year effort identified numerous examples of successful energy efficiency programs as well as the potential for energy savings across the U.S.  In addition, more than 80 organizations announced public commitments to advance their own energy efficiency activities.  

The NAPEE report suggested, for instance, that if the dollars spent and the megawatts saved in some areas of the country were broadened to the country as a whole, savings could top $20 billion annually while deferring 20,000 MW – the equivalent of 40 new 500 MW power plants over the next 10 to 15 years.   

These figures are illustrative, of course, and are not to suggest that every utility and every state can achieve the same level of energy savings.  But let me provide you with just a few interesting examples of successful programs in various parts of the country.

Black Hills Power, serving customers in South Dakota, Montana and Wyoming, offers homeowners a program that helps them monitor and control major electric appliances during periods of peak demand.  
Puget Sound Energy’s programs, which include cash rebates for the purchase of Energy Star appliances, are on track to save 279 MW between 2006 and 2015.  That is more than the company saved between 1980 and 2004.  
Southern California Edison’s comprehensive portfolio of energy efficiency programs for 2006 through 2008 will produce a 3 percent average bill reduction by 2010 and 888 MW of demand savings, as well as the commensurate environmental benefits.  This will occur for a cost of less than 4.1 cents per kWh.  

Historically, utilities have offered a variety of programs to help customers manage their electric bills.  According to DOE and the Energy Information Administration (EIA), electric utilities collectively spent over $30 billion on demand-side management or efficiency programs between 1989 and 2005, resulting in a savings of more than 796 billion kWh.  Those savings alone could power nearly 74 million average size U.S. homes for one year.  
Developing a New Vision

While those numbers are impressive, the industry recognizes that we can achieve much more. But, I believe that a genuine paradigm shift is necessary if we are to realize the full potential of this resource.  
That shift must occur in the way regulators treat the business of energy efficiency, in the way utilities develop and deliver programs, and in the way in which we appeal to consumers to manage their energy use.    

Another huge accomplishment emanating from the NAPEE process was the recognition by this broad group of utility commissioners, customers and consumer groups that sound business practices can remove barriers for enhancing utility investments in energy efficiency.  

Energy efficiency should be considered a fuel choice – the “fifth fuel” if you will in addition to traditional generation resources of coal, nuclear, natural gas and renewables.  
Efficiency programs can deliver at a lower cost than new power plants, we can deploy them faster than new power plants and they can provide savings over relatively short periods of one to three years, as well as over the longer term.    
From an environmental perspective, we should view energy efficiency as a basic building block in reducing the industry’s emissions profile.  In 2004 alone, efficiency programs in place saved more than 29 million metric tons of carbon equivalent greenhouse gas emissions. 
From a state’s perspective, energy efficiency can be a key to economic development activities.  Greater efficiency investments can build jobs and improve state economies.  These programs can also create long lasting infrastructure changes to buildings, and property improvement delivering long-term economic value.
And finally, energy efficiency brings with it its own energy security benefits.  Again, according to the NAPEE report, by reducing the level of U.S. per capita energy consumption, we also decrease the vulnerability to the economy and individual consumers from potential energy price disruptions erupting from natural disasters or escalating prices of imported fuel.  The less electricity used, the less impacted consumers are by fuel cost increases.  And despite the fact that natural gas for the most part is a domestic resource, it increasingly is tied to the cost of foreign oil and will be supplemented in the future by imports of liquefied natural gas.  
But if we are to treat efficiency as a resource, we must consider it a resource from a business perspective as well.   
For instance, I recently directed my staff to expand Duke Energy’s efficiency program in the Carolina’s to reach a goal of saving an additional 600 MW of energy beyond the 700 MW already committed.  However, that action is not without its own concerns.  These energy savings will enable Duke to shut down several older coal plants in our region, resulting in significant environmental benefits.  But, under our current regulatory model, the program also will result in significant lost revenue.      
Eliminating power plants, while adding new ways of saving energy, without a plan for placing energy efficiency into the traditional utility business model can make expanding programs a tough sell.  However, we can change the utility regulatory paradigm to put saving energy on the same level playing field as generating energy.  
I believe that there are energy saving business models that work for customers and for utility investors.  Edison Electric Institute is in the final stages of a study analyzing various ways of ensuring that energy efficiency can stand alone as a business.  These models would work for utilities in both regulated and unregulated states.  While no one version may work for every utility and every state, a variety of models exist that can and must be explored if we are going to achieve energy efficiency goals that will make meaningful imprints on our society.  Once completed, this document will be a useful tool for exploring enhanced efficiency programs with our state public service commissions.  
Some of these prototypes include methods of sharing energy savings with consumers and shareholders; others simply treat energy efficiency like any other expenditure such as power plants or other infrastructure improvements.  Duke, in fact, is exploring its own “Sav– A–Watt” model, which addresses the energy and environmental savings achieved via efficiency programs in one package.  Customers win because new plants are avoided, environmental benefits are expanded and creative methods of providing sustainable efficiency programs mean savings on monthly bills.  We believe this model, coupled with new technology deployment, has the potential to transform our business and enable us to give our customers universal access to energy efficiency.  
This paradigm shift at the regulatory level will open up a host of opportunities to reshape how utilities offer efficiency to consumers.  Without the threat of a lost revenue stream, utilities can develop programs that they take to consumers, instead of waiting for consumers to sign up to generic offerings.   That in itself can go a long way in broadening wise energy use patterns.  

I do not believe that Congress can or should dictate a specific model to states.  However, speaking for Duke, I think that Congress can examine methods of ensuring that states consider these new regulatory frameworks to ensure that efficiency measures are sustainable over the long term.  I am certain that there are other options of encouraging this transformation, but I must again emphasize that making efficiency a business is critical if we are to realize its true potential.  
The Role of Congress

Congress did make huge strides in advancing energy efficiency when it passed the Energy Policy Act of 2005 (EPAct).  We encourage the Committee to review the progress of EPAct 2005 and ensure funding for all energy efficiency provisions.

Congress can also play an essential role in furthering efficiency through a variety of additional mechanisms.  

Strict building codes, utilizing energy efficiency models, alone can go a long way toward achieving real energy savings in the same way that appliance efficiency standards have broadened the reach and potential for savings to consumers.  According to the Department of Energy, buildings consume approximately 37% of the energy and 68% of the electricity produced in the U.S. annually.
SC Johnson recently designed its new headquarters building in Racine, Wisconsin, and studies project that its gross annual energy consumption will be approximately 60% less then the average for similarly sized buildings. This reduced energy consumption will save the company nearly $100,000 per year.  Imagine translating similar savings to every new building in the country.
Congress can address that potential through building code requirements and essential tax incentives for buildings and appliances.  
Additionally, many other tax incentives provided for in EPAct 2005 are set to expire at the end of this year.  Yet, incentives for commercial buildings are still awaiting final rules.  And, while some EPAct 2005 incentives are set too low to effectively influence consumer buying decisions, others are too high.  The industry would like to work with this Committee and its Members who also sit on the Finance Committee to review the variety of tax incentives earmarked for efficiency programs and suggest methods to adjust and expand them appropriately.  
Congress can also play a role in furthering technology advances. Modernization of the electric grid is a significant element of the efficiency picture.  From advancing more efficient distribution transformers to accelerating the development of advanced metering technologies, the electric industry has identified these and other technology advances as essential tools in the efficiency kit.  These new meters in many ways are more similar to computers than the electro-mechanical machines utilities historically deployed.  
Smart grids can expand information exchange between customers and their utility while also supporting demand-side measures such as real time pricing.  Imagine a day when smart technologies and appliances will be able to make decisions about when to operate and could even “learn” how to combine efficiency, cost, comfort and convenience for customers.  Duke likes to refer to these new technology advances as the “Utility of the Future.”  

Yet the depreciation rates for smart meters are 20 years – the same rate for distribution property.  Reducing that rate to 5 years, while also exploring additional methods of funding this important technological transformation will hasten the transition to an efficient future.  

The technology revolution is no longer limited to traditional utility delivery systems.  Our industry is supporting additional Congressional funding to research and bring closer to deployment technology to make plug-in hybrid vehicles a reality.  Plug-ins not only enhance energy security options, they offer the potential to utilities as a way of evening out demand.  Imagine a future when these vehicles can charge at night while demand is lower, and send electricity back to the grid during the day when demand is high, offering yet another source of offsetting the need for new power plants.  
And those overseeing the budget process can ensure that programs such as Energy Star, which help provide the tools for increased efficiency, and a consumer efficiency education campaign authorized in the Energy Policy Act receive the funds to make them work.  

I believe that through the proper architecture, the potential for energy savings will bring with it a transformation in how we continue to meet the needs of an increasingly electrified economy.  The industry has embarked on this journey to build the utility of the future and with your help, we can achieve this goal sooner rather than later.  I don’t believe we can wait.  The combination of environmental pressures, new technologies on the horizon and rising electric prices are each chapters in a story describing how we can harness the power of a watt that is saved. I hope that Congress will take this opportunity to expand on the work begun in EPAct 2005 to find valuable mechanisms that encourage and expand energy efficiency for decades to come.   
In closing, I believe that electric utilities should have an expanded mission.  We should be able to provide our customers with universal access to a broad range of energy efficiency services and technologies.  As we work to get the regulatory framework “right”, we will be in the best position to cost effectively Sav-A-Watt.  Only then will utilities adequately be able to provide this fifth fuel to all.    
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