ENERGY EFFIGIENGY:

- Missaourl s Best Detense Aagainst Hiah Natural Gas Prices |

Missouri spends
$11.7 billion
annually on

imported energy

in the form of
natural gas,
coal and
petroleum.

A 1% reduction
in natural gas
use could reduce
wholesale natural
gas prices by up
to 13%.

The Midwest region, in
general, lacks Indigenous fassil fuel
resaurces. Missouri s situation Is
warse than most, as Missouri is aimost
totally dependent on fossil fuels
imported from other states and
countries: At current prices, more than
£11.7 billion leaves the Missourn economy
to pay for imported energy including
natural gas, coal and petrolaum,
Almost ane-gquarter of this drain
(527 billign) en Missouri 5 economy
is due tg the high price of natural gas.
Missouri essentially imports 100%
of the nmatural gas typically used for
home heating, electricily generation
and to power manufacturing facilities

Increased Demand 'III: Natural
Gas Mas Increased Prices

DEMAND

Matural Gas Grisis

While natural gas prices in Missouri
are fower than several surrounding
states, the natural gas crisis in Missouri
is real —whelasale natural gas
prices reached and sustained close o
87 per Mct during the winter of 2004,
mare than double the average price
only four years age.' Then. in the
post-Katrina period, whaolesale
prices reached §12 per Mcf in
September 2005, and natural gas
customers expected 1o see ulility Bill
inereases of more than 50% during the
2005-08 winter,” In addition 1o the
familias and businesses who suffer
from these high natural gas prices,
the state's aoverall economy suffers
as well

The reason for high and volatile
nalural gas prices is a matter ef simple
economics, In the past, supply has
been consistently greatar than demand,

Midwestarn States Gan Jain Togetheér 1o

Increasa Energy Efficiensy Resolting in
Decreased Demand AND Lower Priges

keeping prices relatively low, Over

the past several years, demand has
increased faster than the available
supply, creating a smaller cushion
betwean the two. Due to the extremealy
tight balance belween natural gas
supply and demand, prices rise and
become unstable.

gre are two aptions 1o aase this

iE
lansion and reduce prices

* |ncrease supply OR

* Decrease demand
Increasing supply is a long-term and
potentially inadeguate solution to the
problem; curren! supplies are dwindling
and new supplies lake years to develop
and bring to the market —and they are
ofter mare costly. In addition, Increasing
supplies from other areas of the country
will only add ta the 2.7 billlen dollar
drain Missauri is already expariencing
Cn the gther hand, decreasing demand
is easy, cost-effective and can have an
impac! almost immediately
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Nationally,
94% of
electric
generating
plants built
in the last

5 years are

fueled by

natural gas.
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r Missour s cloear ImEroye
energy efficieancy. This will net only
provide direct enargy and dollar
ings, bul will also decrease demand

nd reduce natural gas pricas,
Economic principles indicate that by
reducing demand throughout the
Missourl can help drive prices
down, Thase sama economic principles
also mean that if other states in tha
Midwest work together 1o achieve
U?II_!F-;_J'-,-' .'_-ii_-:l'l.-'IIIE]E, the i_||’_;-'.."~'f|'.".'i-_j.[£1 Pre SEuUre
on prices will be even u:lrl_f.-ater A 2005
report by the American Caungil foran
Enargy-Efhaient Econoemy (ACEEE)
decumented that a reductien in natur
gas and electricity use of jusr 1% pu::l
yedar could reduce wholesale natural
gas prices by up to13% These reductions

noEneErgy consumplion are aggressive
l.:uu-_ achievable and would accamplish
sigmificant savings over several years
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Is oie of gight Midwes! stales
gncodraged to collaborale to reduce
natural gas consumplion and drive
down prices. The Midwes! NMatural Gas
Imitiative aims 1o reduce reqiona
consumplion ol natural gas by ong
percenl per year for at least five
years. Each participating state wil
canvene an advisary group to examing
ways the state can jncrease energy
etficiency over the next five
Governor Blunt hias already created
the Missouri Energy Task Force
chaired by FSC Chairman Davis
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Natural Gas vs
:'rt';l_:. ancy
When using energy efficiency as a
mitigate natural gas prices,
it impgaortant 1o inglude elec
gnergy efficiency. Because natural
gas |15 clzaner than more traditional
[orms. of generaling electrigily
almeast all new electnie genearating
plants {94% nationally) bult during
the last five years-are fusled by
natural gas * This has signilicantly
increased the demand foar natural
gas, which drives prices even higher
Although natural gas accounts 'L:f d
ralatively small partion ef Missourn
pvearall 2laglricity generating cagac :I-_,f.
the power plants that supply peak
summer power generally rely an natural

gas for fuel. Theretore., addressing

both natural gas and electric efficiency

will have a greater impact on natural
] 25 than natural gas efficiency
Investments alone

Energy Efficiency Investment
Achiaving the benefits of a comprehen-
see mnergy policy requires consisten
and stable funding. To achieve the
savings discussed here, AGEEE
recammends that Misspuri's electrig
utilities invest $55 million per year
and natural gas utilities inves! 312
million per year. This is approximaltely
1% of anpual electri¢ ulility revepue and
1% al natural gas utility revanue. By
utilities currgntly are
not required to invest in energy efficiency
[Frograms: last year, they voluntarily

invested less than 52 millian

wantrast, Missaurs
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Enegrgy Efficiency Benelits
Aissour will heneflit subhstantially
from a3 wel-plannad-and consis

nded energy efficiancy nrogran

and achieving the goals of the Mi

Matural Gas Inltiative will hawv
significant iImpact on Missourn's 32
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Missouri
natural gas
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can save
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$230
million by
2011 as a
direct result
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About MEEA

The Midwest Energy Efficlency Alliance (MEEA)
i&a collaborative network whose pu’fpas’e is
to advanca enargy efficiency in the Midwest
in order 1o support-sustainable economic
development and environmental preservation.

645 N. Michigan Ave.
Suite 990
Chicago, 1L 60611

ph; 312-587-8380 www. mwrialuralgas.org

Policy Solutions

In order to realize the significant savings and benefits
previously described, Missouri must take immediate action
to implement a sound energy efficiency plan. The following
policies could help Missouri achieve those savings:

» Establish a statewide energy
efficiency program

» Create a stable, protected scurce of funding for energy
efficiency based on a model that works for Missouri's
regulatory and political atmosphere

- Require both natural gas and electric utilities to participate
in the program

« Ensure program offerings for all utility customer classes
(residential, commercial and industrial)

+ Provide appropriate cost-recovery mechanisms lor participating
utility companies and consider offering incentives to thosa
utilities that exceed their efficiency goals

* Increase energy efficiency in new and
existing buildings

- Establish statewide commercial and residential energy
codes to meet the ASHRAE 80.1-2001 and the 2004 Inter-
national Energy Conservation Code (IECC) at a minimum
Provide incentives to meel higher commercial and
residential building standards including ENERGY STAR®
and Leadership in Energy and Environmental Design (LEED)
Adopt minimum efficiency standards for common
appliances not covered by national standards

- Support Missouri DNR Energy
Center Programming

= Support Energy Service Company (ESCO) Activities with
State Facilities and Schools throughout the state
Increase capitalization of the: state’s Energy Efficiency
and Renewable Energy Set-Aside Loan Fund
Adopt a Clean Energy Portfolio Standard for Missouri
Utilities that utilizes indigenous energy resources
including biomass
Increase the state's matching funding for the Federal
Low-Income Weatherization Assistance Program

* Lead by example

= Commit to reducing energy usage in all state facilities by
implementing energy efficiency standards for buildings,
equipment purchases and vehicle fleets

« Extend this concept to all facilities that are funded by
state dollars and all facilities where utility bills are paid
by taxpayers
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