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Good morning Chairman Hagan and members of the committee. My name is Don Hall, the President of Watt Works Inc.  Our company helps businesses and homeowners save money and energy every day.  I am here to speak on behalf of the incredible potential benefits to everyone in Ohio of increasing the energy efficiency of Ohio homes and businesses.

Before I begin my testimony I would like to refer to a February 4, 2008 press release:




An advisory group today announced the formation of The Carbon Principles which are climate change guidelines for power companies in the United States. The Carbon Principles are:

Energy Efficiency. An effective way to limit CO2 emissions is to not produce them. Power companies will invest in cost-effective demand reduction, taking into consideration the value of avoided CO2 emissions. The parties will also encourage regulatory and legislative changes that increase efficiency in electricity consumption including the removal of barriers to investment in cost-effective demand reduction.
Renewable distributed energy technologies hold considerable promise for meeting the electricity needs of the US while also leveraging American technology and creating jobs. The parties will encourage clients to invest in cost-effective renewables and distributed technologies, taking into consideration the value of avoided CO2 emissions. We will also encourage legislative and regulatory changes that remove barriers to, and promote such investments.

Conventional and advanced generation. In addition to cost effective energy efficiency, renewables and distributed generation, investments in conventional or advanced generating facilities will be needed to supply reliable electric power to the US market. This may include power from natural gas, coal and nuclear technologies. The parties will encourage regulatory and legislative changes that facilitate carbon capture and storage (CCS) to further reduce CO2 emissions from the electric sector.

What radical group of extremists issued these Carbon Principles?  The Sierra Club? Al Gore?  The Ohio Senate?  No, these principles were the outcome of a nine month intensive effort by Citibank, JPMorgan Chase, Morgan Stanley, American Electric Power, plus 6 other large power companies, to guide future investment in power generation and distribution projects.

No less than the largest investors in and owners of future power plants have declared that before they build additional generation capacity, they will strive to avoid the need for new power sources through energy efficiency programs. And then before they seek to build conventional coal-fired generation, they will pursue renewable and distributed generation programs.

The full article is attached at the end of my printed testimony for your convenience. I will mention that at the end of the article there is a quote from Mr. Morris of AEP and he describes the first steps to the future as “energy efficiency and renewables”.

Improved energy efficiency is the “lowest hanging fruit” of the energy industry; in fact, it is as if this fruit is laying on the ground where you can stumble on it. 

Wall Street bankers seem to get it; the Carbon Principles state that investors will require improved energy efficiency before they will invest in any other utility assets.

The utilities, including AEP, get it: they have committed to increased efficiency first, then renewable sources, then advanced generation.

The cheapest kilowatt is the one you no longer need to generate.  Amory Lovins of the Rocky Mountain Institute coined the term “Negawatt” in 1989 to represent electrical generation that is avoided by implementing increased efficiency.

Saving one megawatt saved is like building a one megawatt generating plant, without the site permits, smokestack, scrubbers, and the ongoing cost of coal. Plus there is no ash disposal, coal hauling or atmospheric emission.

Ohio businesses get it. Many Ohio manufacturers, school districts, property managers, government agencies, hospitals and distribution industries have hired employees, energy consultants and energy service companies to find ways to conserve energy and save money in their facilities and processes. Even utilities employ energy efficiency experts to reduce their own consumption as well as that of their customers.

The energy savings realized show up on the bottom lines of the businesses that benefit from the reduced energy consumption, and the growing energy services industry employs many skilled workers in Ohio because this is where the energy is being used.  By the way, these energy services workers cannot be outsourced outside of Ohio, they have to do their work here.  Daily, these organizations design projects and coordinate investments in more efficient lighting, improved air conditioning, better boilers, added insulation or any number of other projects. The energy efficiency industry creates and preserves good jobs in Ohio. 

Increasing the emphasis on energy efficiency through state policy will create additional incentives to reduce consumption, and will expand the need for even more talented and creative energy-literate workers at many levels of skill and education. These are among the “Green Collar Workers” of the future.

The improvement of energy efficiency is an ongoing and repetitive effort.  Savings created by using today’s technology is not the end of the story.  As technologies and methods improve, additional savings can be harvested by taking another pass at the inefficiencies left to uncover.

What is Energy Efficiency?  If you will allow me to slip on my engineer’s hat for just a minute, I promise to be brief. I would like to give you a real example of energy efficiency.  Take the incandescent flood light bulb in a down-light fixture.  There are millions in homes and offices all over Ohio. I would bet that most of you assume that a 60 watt light bulb puts out 60 watts of light.  A 60 watt incandescent bulb actually emits 7 watts of visible light and the remaining 53 watts is waste heat.

Calculating energy efficiency is simple. It is how much you get out divided by how much you put in: 7 watts out from 60 watts in, is a 12% efficient light source. If anything else I owned was only 12% efficient it would probably be discarded as broken. For the same 7 watts output, compact fluorescent “twisty” bulbs consume 13 watts, which is 54% efficient, and the latest L.E.D. or light emitting diode lights use only 11 watts, which is 63% efficient. These products are all available today at the Watt Works store!  We don’t need to find a breakthrough in technology, we need breakthroughs in attitude and policy.

The newer lighting technologies are initially more expensive than traditional Edison bulbs, but their very high efficiency and long operating life makes them a great investment. Watt Works regularly finds opportunities for even small businesses to save energy that will have a simple payback of under 2 years, and a total return on investment of 6 times the initial cost. Energy savings efforts are often considered practical if their simple payback is under 3 years and the return on investment is over 1.

Simple payback is how long it takes the savings to pay off the initial product cost and return on investment is the total cost savings over the product life expressed as a multiple of the original investment.  For example, a $100 purchase that saves $5 per month has a 20 month simple payback, and if it lasts 10 years, the total return on investment is 6 times the initial cost.  When energy costs are rising, the monthly savings increase and the payback times shorten.

My business partner George Anderson and I started our business in 2007 with the idea that we can help the citizens of Ohio find “What Works” to save energy, whether we are working with a large manufacturer, a state agency, a small business, a retired homeowner, or a college student living in a dorm.  All Ohioans use energy, and Ohio’s electric utilities in particular have worked very hard to give Ohio some of the lowest electricity rates in the nation. Unfortunately, low prices have had the long term effect of encouraging energy waste and inefficiency.

It was once cheaper to keep the lights lit on every floor of a high-rise in Columbus than to invest in simple light switches. It was once acceptable to light your home with only 12% efficient incandescent bulbs. It used to be just fine to fully air condition or heat your office 24 hours a day even when you are only at your desk a fourth of that time. Once upon a time there was plenty of coal barely under the topsoil, the power lines were new and paid for, and the electricity rates were miniscule. Do you remember the promise of nuclear energy from the Fifties? —“Electricity too cheap to even meter.”

Those days are gone and have been gone for 20 years or more. We now have to pay for energy under today’s circumstances. Coal mining is more difficult as we now have to go deeper to reach the coal and we carry the coal farther to the point of use. Standards for working conditions, mine safety and miner wages have added to the cost of coal, and rightfully so. Burning coal produces far less smoke these days, as we have all insisted on cleaner air and the utilities have achieved remarkable improvements in reducing their emissions. The fabled “Electric Grid” is well past middle-age and is loaded heavier than it has ever been; repairs, expansion and refurbishing the power infrastructure is becoming a major drain of utility resources.

And this reveals a wonderful side effect of energy efficiency and distributed generation.  Not only does the billing amount go down for a utility customer when he uses energy more efficiently or generates some of his own power, but the congestion on the grid can ease as well.

Improving energy efficiency is not difficult.  Converting light bulbs and fixtures to more efficient models is a very good place to start. Upgrading heating and air conditioning equipment to more efficient technologies is also effective, and other opportunities are easy to find in most homes and businesses.

An operating programmable thermostat can make any home or business more energy efficient by reducing the hours of heating and cooling each day. But how many of us have programmable thermostats that have not been programmed or that have been permanently overridden to day mode?  It is sometimes as hard to set these thermostats as it is to set a digital watch. Watt Works offers an improvement to the programmable thermostat that allows the settings to be remotely managed over the internet!  This maximizes the energy efficiency while still allowing temporary overrides when needed.  Technology sometimes creates problems that newer technology has to correct.

The typical home or small business in Ohio uses a natural gas furnace and an air-cooled air conditioning system. Simple and effective but much more energy-efficient choices are available. For example, an earth-coupled geothermal heat pump will cost one fourth as much for energy as the typical system would, with a 6 year payback. Geothermal can be used in homes, apartments, offices and factories, and can be used to generate hot or chilled water as well as heating or cooling air.

And I could go on. It is not uncommon for Watt Works clients to reduce their utility bills by 20% or more every month just by picking their own low hanging fruit.  For a plastics manufacturer with a $200,000 monthly electric bill, the $22,000 monthly savings we located will add $10,000 per month to the bottom line even after paying for financing the energy improvements.  And that is how energy efficiency is best for business.

Thank you for bringing attention to energy efficiency in your deliberations and for emphasizing energy efficiency in the energy policies you are considering.  I appreciate the opportunity to speak with you this morning Mr. Chairman.
APPENDIX   February 4, 2008 press release, in full:

Located at URL:  http://www.citigroup.com/citigroup/press/2008/080204a.htm

Leading Wall Street Banks Establish The Carbon Principles

Three of the world's leading financial institutions today announced the formation of The Carbon Principles, climate change guidelines for advisors and lenders to power companies in the United States. These Principles are the result of a nine-month intensive effort to create an approach to evaluating and addressing carbon risks in the financing of electric power projects. The need for these Principles is driven by the risks faced by the power industry as utilities, independent producers, regulators, lenders and investors deal with the uncertainties around regional and national climate change policy.

The Principles were developed in partnership by Citibank, JPMorgan Chase and Morgan Stanley, and in consultation with leading power companies American Electric Power, CMS Energy, DTE Energy, NRG Energy, PSEG, Sempra and Southern Company. Environmental Defense and the Natural Resources Defense Council, environmental non-governmental organizations, also advised on the creation of the Principles, which are:

Energy Efficiency. An effective way to limit CO2 emissions is to not produce them. The signatory financial institutions will encourage clients to invest in cost-effective demand reduction, taking into consideration the value of avoided CO2 emissions. We will also encourage regulatory and legislative changes that increase efficiency in electricity consumption including the removal of barriers to investment in cost-effective demand reduction.  The institutions will consider demand reduction caused by increased energy efficiency (or other means) as part of the Enhanced Diligence Process and assess its impact on proposed financings of certain new fossil fuel generation.

Renewable and low carbon distributed energy technologies. Renewable energy and low carbon distributed energy technologies hold considerable promise for meeting the electricity needs of the US while also leveraging American technology and creating jobs. We will encourage clients to invest in cost-effective renewables and distributed technologies, taking into consideration the value of avoided CO2 emissions. We will also encourage legislative and regulatory changes that remove barriers to, and promote such investments (including related investments in infrastructure and equipment needed to support the connection of renewable sources to the system). We will consider production increases from renewable and low carbon generation as part of the Enhanced Diligence process and assess their impact on proposed financings of certain new fossil fuel generation.

Conventional and advanced generation. In addition to cost effective energy efficiency, renewables and low carbon distributed generation, investments in conventional or advanced generating facilities will be needed to supply reliable electric power to the US market. This may include power from natural gas, coal and nuclear technologies. Due to evolving climate policy, investing in CO2-emitting fossil fuel generation entails uncertain financial, regulatory and certain environmental liability risks. It is the purpose of the Enhanced Diligence process to assess and reflect these risks in the financing considerations for certain fossil fuel generation. We will encourage regulatory and legislative changes that facilitate carbon capture and storage (CCS) to further reduce CO2 emissions from the electric sector.

"Leading utilities and financial institutions understand that the rules of the road have changed for coal," said Mark Brownstein, managing director of business partnerships for Environmental Defense, one of the NGOs that advised with the banks in creating the Principles. "These principles are a first step in facilitating an honest assessment of 

electric generation options in light of the obvious and pressing need to substantially reduce national greenhouse gas pollution."

Dale Bryk, senior attorney at the Natural Resources Defense Council added, "Expectations are rising fast for this industry. Global warming is changing the competitive landscape. Clean power is the name of the game today. Conventional coal facilities are already facing intensive scrutiny. We think the serious money is increasingly going to be on clean, efficient solutions."

Power Industry Comments on The Carbon Principles

American Electric Power (AEP), Columbus, OH:

"A rational set of carbon principles to help guide energy investment strategy is vital to our nation's energy and economic future," said Michael G. Morris, Chairman, President and Chief Executive Officer of American Electric Power. "Recognizing that energy efficiency, renewables, cleaner fossil technologies and other diverse solutions all have significant roles in addressing climate challenges while maintaining economic and energy security establishes a framework for making the best decisions regarding our nation's energy future."

CMS Energy, Jackson, MI

"The electric companies that serve America's families and businesses every day understand the need for a balanced approach to meet our country's energy needs. At CMS Energy, our objective is to provide reliable and affordable power to our customers through a prudent, environmentally responsible mix of conventional and advanced technologies that includes renewable energy and to work with customers to help them use energy efficiently. By adopting these principles, Wall Street is making an important and creative contribution to the ongoing effort to address climate change and a contribution that will be welcomed by those in the utility sector with similar concerns about the environment."

DTE Energy, Detroit, MI:

"DTE Energy is proud of its history of environmental stewardship and thus we applaud the Carbon Principles approach by leading banks recognizing that a broad range of energy solutions must be considered to address the climate change issue," said Anthony F. Earley Jr., Chairman and Chief Executive Officer of DTE Energy.

NRG Energy, Princeton, NJ:

"To move the needle on global warming, clean energy technologies need to be developed, demonstrated and deployed as quickly as possible," said David Crane, President and Chief Executive Officer of NRG Energy Inc. "Given the capital intensive nature of this challenge, we welcome these carbon principles as a sign that America's leading financial institutions are ready to support a massive increase of investment in clean energy solutions. With the support of both Wall Street and public policymakers in Washington, the American power industry can lead the way in achieving the dramatic GHG reductions that are critical to the health of both our economy and our planet."

Public Service Enterprise Group (PSEG), Newark, NJ:

"The Carbon Principles encourage all stakeholders to recognize that energy efficiency, renewables and new low-carbon power sources are all indispensable to meeting the nation's future energy needs while addressing climate change as one of the foremost policy and environmental issues of our time," said Ralph Izzo, Chairman, President and Chief Executive Officer of PSEG. "PSEG is actively pursuing this overall goal, while recognizing that our efforts must result in a reasonable cost to consumers. We hope that the Principles will contribute to the national consensus that must be reached to deal effectively with these critical issues."

Sempra Energy, San Diego, CA:

"With its mix of energy efficiency, renewable energy and clean conventional generation, the Carbon Principles echo our view that to meet future US energy needs, a balanced portfolio approach must use energy efficiency, renewable energy, and natural gas."

Southern Company, Atlanta, GA:

"Southern Company, along with our regulators and other stakeholders, has and will continue to undertake extensive evaluation of all generation resources including nuclear, coal, natural gas, renewables and energy efficiency, to maintain the balanced portfolio necessary to reliably meet our customers' growing electricity needs. We regard bank due diligence as a normal part of our business and we applaud the banks for seeking input from the electricity industry as they developed the Carbon Principles."

About Citibank:

Citibank, the leading global financial services company, has some 200 million customer accounts and does business in more than 100 countries, providing consumers, corporations, governments and institutions with a broad range of financial products and services, including consumer banking and credit, corporate and investment banking, securities brokerage, and wealth management. Citibank's major brand names include Citibank, CitiFinancial, Primerica, Smith Barney, Banamex, and Nikko. Additional information may be found at www.citigroup.com or www.citi.com.

About JPMorgan Chase:

JPMorgan Chase & Co. (NYSE: JPM) is a leading global financial services firm with assets of $1.6 trillion and operations in more than 50 countries. The firm is a leader in investment banking, financial services for consumers, small business and commercial banking, financial transaction processing, asset management, and private equity. A component of the Dow Jones Industrial Average, JPMorgan Chase serves millions of consumers in the United States and many of the world's most prominent corporate, institutional and government clients under its JPMorgan and Chase brands. Information about the firm is available at www.jpmorganchase.com.

About Morgan Stanley:

Morgan Stanley is a leading global financial services firm providing a wide range of investment banking, securities, investment management and wealth management services. The Firm's employees serve clients worldwide including corporations, governments, institutions and individuals from more than 600 offices in 33 countries. For further information about Morgan Stanley, please visit www.morganstanley.com.

About Sustainable Finance

Sustainable Finance Limited, established in 2003, provides a range of products and services to assist financial institutions in minimizing the risks and maximizing the rapidly evolving opportunities associated with sustainability. Sustainable Finance consults with leading global financial institutions in debt and equity markets, and in developed and emerging economies. It services four areas: Strategy and Policy Development, Capacity-Building and Training, Management Systems, Transaction Review and Value Creation.
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