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Case Study February 2017

Smart Grid Paybacks:
The Chattanooga Example

David Talbot
Maria Paz-Canales

After building a fiber optic network throughout its service territory, the city-owned electric
utility in Chattanooga, Tennessee, became the first U.S. company to offer Internet access
speeds of 1 gigabit per second to customers. The fiber also serves as the backbone for

a sophisticated smart grid. Data show that the savings produced by the

smart grid, plus revenue from access fees paid by the utility’s Internet

access business, more than cover the capital and operating costs of the

smart grid. What's more, we estimate this would still be true even if the

utility hadn't received a $111.6 million federal stimulus grant,

and instead borrowed the extra amount. oY

We reach this conclusion after counting direct Nl
savings in the utility’s operating costs (such as
labor, truck maintenance, and fuel), avoided ‘ b
purchases of expensive wholesale power

at peak times, and avoided power losses.

The region is also experiencing second-order

benefits including economic development and :
savings to local businesses thanks to fewer Y’
and shorter power outages. The data

on the following two pages were

provided by the utility (known

as the Electric Power Board

of Chattanooga, or EPB), and oz,
include data on second-order . '

benefits originally published by 2
Bento Lobo at the University of o
Tennessee at Chattanooga. -
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| OVERVIEW

Chattanooga’s Electric Power Board (EPB) serves approximately

155,000 homes and 25,000 commercial customers, most of them in Hamilton County, Tennesee.

g\ Quick Facts
In 2009, EPB built

The smart grid includes

,v The EPB fiber optics business

Residential Data Take Rate
EPB has steadily gained market share.
55

EPB’s smart grid is managed from this control room,
which includes a wall monitor that can show damage to
circuits, failing equipment, and voltage fluctuations.
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On July 5, 2012, a severe storm struck the
SAVINGS SNAPSHOT Chattanooga region, causing power losses.
A joint study by EPB and Oak Ridge Na-
tional Laboratory concluded that thanks to
automation, the smart grid allowed EPB to

JuI 5 201 2 Storm: isolate problems and make speedy repairs,
reducing customer outage time by 55 per-

$1 Mjlhon One Day Savmgs cent and the costs to customers by 33 per-
' ‘.', P 3 cent. EPB realized one-day savings of more

than $1 million in overtime costs associated
with restoring service, the study concluded.



PAYBACKS TO EPB (2015-2016)

$2.3 miillion in peak power purchase savings

$2.3 miillion in reduced meter-reading costs

$200,000 in reduced switching costs

$5 million in avoided theft

$14.4 million in revenue

Total: $24.2 million
Less Incremental Operating Expenses: $600,000

NET PAYBACKS: $23.6 million

ESTIMATED INDIRECT PAYBACKS

$43.5 million in community paybacks

GRAND TOTAL: $67.1 million




