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Turning Green into Gold

What to Do About Higher Electricity Prices

—Part 1

by B. Alan Whitson, RPA

Nationally, the price for electricity in-
creased 10.3% for the 12-month pe-
riod ending April 2006 according to the
Energy Information Agency’s June 2006,
Monthly Flash Estimates of Electric Pow-
er Data. Much larger increases are on the
horizon for many cities according to an
analysis conducted by Sieben Energy
Associates of Chicago. While Seattle
is expected to have only a 5% increase,
Baltimore is facing a 90% increase in
the cost of electricity in 2007 over 2005.

Avallability is another issue to be
concerned about. Recent events such
as Katrina, the Northeast Blackout and
California’s energy crisis should remind
us of the frailty of our power grid and the
importance electricity to our civilization.
For decades BC-Hydro, the utility that
serves Vancouver, BC, has sold it sur-
plus electricity to the United States. Over
the last few years, BC-Hydro like a num-
ber of utilities across North America has
transitioned into a net importer of elec-
tricity to service the growing needs of its
customers.

Yet efforts to build power plants of any
type run into howls of protests. The ulti-
mate NIMBY (Not In My Back Yard) bat-
tle is raging around a plan to build a 130-
turbine wind farm six miles off the coast
of Cape Cod. Ironically, this four-year-old
battle has environmental groups on lin-
ing up both sides. Things got interesting
last summer when Greenpeace USA
staged a counter demonstration against
Robert F. Kennedy Jr., an opponent of
the project and an attorney at the Natural
Resources Defense Council. Kennedy
was on a sailboat for an event with the
Alliance to Protect Nantucket Sound,
which opposes the wind farm; when a
Greenpeace vessel sailed up alongside
with a banner that read, “Bobby, you're
on the wrong boat.” This was part of a
broader Greenpeace effort pressuring
Kennedy to change his mind on the wind
farm. Like all NIMBY battles this one has
gotten nasty and personal. Some no-
table environmentalists have denounced

Kennedy as an elitist and have publicly
called for him to resign from his post at
the NRDC.

In an effort to reduce the need for ad-
ditional power plants, utilities in the past
offered incentives to shift demand to off
peak periods. While these efforts were
successful in getting savvy energy users
to reduce consumption or shift demand
to off peak periods; they fell out of favor
when deregulation became the fad de
jour. This may change — The Energy
Policy Act of 2005 along with its tax in-
centive for conservation efforts, requires
every state to study the implantation of
“Time of Use” rate structures.

...a"“Time of Use” rate struc-
ture is a big stick that can
quickly change the way peo-
ple use electricity.

If incentives are a carrot — a “Time of
Use” rate structure is a big stick that can
quickly change the way people use elec-
tricity. The concept is to penalize cus-
tomers that use electricity during peak
demand periods; and reward customers
that reduce their consumption during the
peak demand period or shift their power
consumption to lower cost “off-peak” pe-
riods. Below is the current commercial
“time of use” rate structure for a Califor-
nia utility’s summer peak period of June
1 to September 30:

$0.1011/kWh 10:00 am to 2:00 pm
$0.1275/kWh 2:00 pm to 8:00 pm
$0.1011/kWh 8:00 pm to 10:00 pm
$0.799/kwh  10:00 pm to 10:00 am

Adopting “time of use” rate structure
offers three environmental benefits: 1)
Encourages energy conservation; 2)
Shifts load to the off-peak period, which
uses the more environmentally efficient
base load plants; 3) Reduces the num-
ber of new power plants that need to be
built.
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Clearly, working the graveyard shift
wouldn’t be practical for a law firm. So
an effective way is needed to reduce
energy consumption during the daytime.
Lighting is a logical place to start since
it accounts for up to 35% of an office
building’s energy use. Day-lighting is an
obvious strategy, as would manual dim-
ming and occupancy sensors. This has
the added advantage of reducing the
cooling load which will save even more
energy.

Recently | participated in an analysis
of a proposed 66,500 square-foot, five-
story office building with private offices
ringing the building’s perimeter. As part
of this study, DOE-2 energy modeling
was done using ASHRAE 90.1 with a
conventional rate structure as the base
case.

[Using] Lutron Electronics
new EcoSystem ballast . . .
reduced the building’s ener-
gy costs ... by 17%. .. or a
524% ROI.

One of the scenarios studied used
Lutron Electronics new EcoSystem
ballast with perimeter zone day lighting,
interior zone dimming and occupancy
sensors in all private offices, common
areas and conference rooms. Lighting
energy was reduced 33%, which in turn
reduced the building’s overall energy de-
mand on the grid by 107 KW — that's a
12.2% reduction. Demand charges typi-
cally account for half of a building’s total
cost for electricity. Overall, the building’s
energy costs were slashed by 17%.

The reduction in energy costs offers
a whopping 22% Return on Investment
(ROI). After all of the incentives (EP-Act
2005, state and utility) are factored in the
ROI soars to 30%. Since this reduces
operating cost, it will increase the build-
ing’s net operating income, which in turn
increases the building’s value by $7.08/
sg. ft. — a 380% ROI. Now that the build-
ing is worth more, a building loan can be
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larger. This additional loan amount would pay for the incremental investment needed
for the EcoSystem and provide $3.44 per square foot for other uses or enhance-
ments to the project. The cost of the additional debt will be covered by the energy
savings. If this 66,500 square foot building was owned by an S&P 500 company the
energy savings would have translated into $649,291 of increased shareholder value
or a 524% ROI.

This column is published in conjunction with the Corporate Realty, Design & Man-
agement Institute and the Center for Sustainable Real Estate. Click on www.square-
footage.net for a seminar schedule, books, and white papers on high performance
and sustainable buildings. More than 30 educational seminars are planned in 2006.
Alan Whitson will also speak at; Facilities Midwest, IDEX/NeoCon Canada and IFMA
World Workplace. You can contact Alan Whitson at awhitson@squarefootage.net

Electricity Cost ¢/kWh 2005 2006 2007 2-Yr. Change
Baltimore 9.58 114 18.2 90%
Delaware 7.06 7.3 13.1 86%
Washington, DC 6.94 9.23 111 60%
Boston 11.6 16.2 17.8 53%
Los Angeles 9.3 11.7 12.9 38%
Las Vegas 9.3 10.2 12.8 38%
Houston 9.3 10.2 12.8 38%
Dallas 7.66 9.47 10.5 37%
New York 11.7 12.8 16.0 37%
Miami 7.92 9.7 10.8 36%
Connecticut 10.5 12.1 sls 28%
Chicago 7.18 7.21 9.0 25%
San Francisco 10.6 11.7 12.9 21%
Phoenix 6.96 7.07 8.3 20%
Detroit 7.81 8.4 9.3 19%
Atlanta 7.29 7.68 8.1 11%
Seattle 6.22 6.57 6.6 6%
St. Louis 5.05 5.28 5.28 5%
Philadelphia 8.68 8.72 8.7 0%

Source: Sieben Energy Associates
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INSPIRING SOLUTIONS for the
DESIGN & MANAGEMENT of the
BUILT ENVIRONMENT

OCTOBER 11-12, 2006

the BALTIMORE CONVENTION CENTER
Baltimore, Maryland
www.merchandisemart.com

NEOCON® EAST IS AN

IMPORTANT SHOW.
SECURE YOUR SPACE TODAY!

NEOCON EAST ...

Features 250+ exhibitors on GSA
schedule and attracts more than 7,500
decision-makers from throughout the
Mid-Atlantic region.

FEATURING:

GOVERNMENT INTERIORS, supported by the
GSA-National Furniture Center

Gain access to the more than $1 billion
federal government furnishings market.

BUILDINGS SHOW;" sponsored by Buildings
and Archi-Tech magazines features
building solutions that will assist you in
finding answers for your new construction
and renovation projects.

GREENL/FE™ Products for

Sustainable Environments

Highlights the products, processes and
certification measures that can provide
eco-friendly solutions for your projects.

TO EXHIBIT, PLEASE CALL 312-527-7598.
VISIT WWW.MERCHANDISEMART.COM
FOR MORE INFORMATION.
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