Duke Energy’s New Approach to Energy Efficiency

Approach is first of its kind in utility industry; links program revenues to energy efficiency results
On May 7, 2007, Duke Energy Carolinas submitted an innovative regulatory approach to the North Carolina Utilities Commission (NCUC) outlining ways to expand energy efficiency programs for Duke Energy Carolinas customers in North Carolina. The focus:  rewarding the company – and ultimately customers – for saving watts through energy efficiency programs.  
What are key components of this new approach?
Duke Energy’s approach reflects a new way of thinking about energy efficiency.  It recognizes energy efficiency as the “fifth fuel” – complementing coal, nuclear, natural gas and renewable energy.  These are all part of the overall portfolio for meeting customers' growing need for electricity.  The fifth fuel will help customers meet their energy needs with less electricity, lower cost and reduced environmental impact.  
Duke Energy's role becomes one of managing energy efficiency as a reliable fifth fuel.  The company will also provide customers with access to innovative technologies that enable the energy efficiency programs to be highly effective. 
Additionally, energy efficiency can address a significant portion of our new generation capacity needs – approximately 1,700 megawatts – over the next four years. Success with our energy efficiency plan in North Carolina will enable us to retire up to 800 megawatts of older, less-efficient coal units on a megawatt-for-megawatt basis.

So how does the company recoup its investments in energy efficiency?
Duke Energy is compensated for meeting customer demand whether by saving a watt or generating a watt.  With energy efficiency, the company is compensated for the results it produces.  As such, the company is rewarded for driving program costs down and customer participation and innovation up.  This is a progressive approach to expanding cost-effective energy efficiency programs. 

New energy efficiency programs will cost customers about 10 percent less than the cost of building and operating new power plants.  As such, the filing with the NCUC asks for a return of and on 90 percent of the costs avoided, based on the watts saved through energy efficiency.  This percentage would automatically produce savings for customers given the supply alternative, and provide the company with enough revenue to cover all program costs, including education, awareness and administration costs; measurement and verification costs; research and development costs; and lost profit margins – while providing an appropriate return on the investment. 
What types of programs are included in Duke Energy’s proposal?
Five programs are proposed for residential customers and three are proposed for the large industrial and commercial segment.  Additionally, we’re recommending five pilot programs before expanding to more customers:  
· Residential Energy Assessments – including mail-in and online analysis and onsite energy audits**

· Smart $aver® – including incentives to install compact fluorescent light bulbs (CFLs) and high-efficiency home heating and cooling systems**

· Low Income Services – assistance in purchasing energy efficient equipment and home weatherization

· Energy Efficiency Education Program for Schools – including incentives for students performing online energy audit of their home

· Power Manager – monthly credits in exchange for Duke to cycle home’s air conditioning during peak demand**

**Similar programs will be offered to non-residential customers

What is unique about Duke Energy’s program portfolio?

Duke Energy is recognized nationally for its focus on customer needs and wants.  We are continuing this tradition by developing a customer-focused approach to energy efficiency that leverages new technology and an extensive third-party network to help produce programs that customers will want and value.  Our rates are 20 percent below the national average and our customers tell us that they are unlikely to sacrifice comfort and convenience for a few dollars of savings. 
Customer surveys will also be conducted to monitor satisfaction, identify issues and ways to improve.  As we learn more from customers based on direct market experience, we expect our portfolio of programs to change and grow to reflect those needs.
Why is Duke Energy still planning on building new generation capacity?

Due to steady customer growth, energy efficiency alone will not meet all new capacity needs in the Carolinas.  We will still need to build new cleaner coal, nuclear, natural gas and renewable generation capacity, but as noted above, we will also retire older and less-efficient generation assets. 

What are the next steps?
Duke Energy Carolinas has asked the NCUC for an expeditious review and decision on the filing. Public hearings are expected to be scheduled, and we’ll continue to work closely with the commission on requests for information it may have on the program.  We hope to have some components of the program in place in the next several months. 
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