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Efficient buildings can
ryield quick payback.

Do an energy audit first;

finance improvements.

‘several strategies to help.

By Roland F. Hall

Many businesses view mak-
ing their facilities more energy
efficient as creating positive in-
tapgible value but yielding lim-
ited economic benefits. d

“ Such businesses may be sur-
prised to learn that investing in -
energy efficiency can actually

areturn on investment in a rela-
tively short payback period.

' In fact, a key benefit of ener-
gy efficiency irditiatives is that
they provide an immediate
cash flow benefit in the form of
lower energy bills. Such initia-
tives can bring other tangible
benefits as well, including in-
creased market value of the fa-
cility, lower long-term main-
tenance costs, and special tax
benefits discussed below.

What exactly is an energy ef-
ficiency initiative? The prima-
ry goal of an energy efficiency
initiagive is for the facility own-
er to reduce its electric and gas
bills. Most. commercial facilities
have an energy saving potential
from twenty to thirty percent.

Typical energy savings mea-
sures include upgrades to light-
ing, HVAC systems and energy

ing and cooling alone account
for around 70 percent of the en-
ergy used in the typical com-
mercial facility. Initiatives can
benefit a wide variety of facili-
ties, including hotels, hospitals,

provide substantial savings with

| control systems. Lighting, heat-

- Energy efficiency -
Initiatives not only -
benefit the environ-
ment, they provide

. adirect economic

/B benefit abusiness

i " as well, says attor-

ney Roland F. Hall.

RN factorles office bul]dlngs, retail

.stores and nursing homes.

The complexity and cost of
the initiative depends on the
‘'size of the facility and the types
of efficiency measures taken, A
professional energy audit is usu-
ally required to fully analyze
potential savings and required «
equipment and facility improve-
ments. An audit uses informa-
tion such as the facility’s aver-
age energy costs, the current
state of the fac:lhty s equipment
and expected savings from up-
grades. Based on this analysis,
your business can then evaluate
the cost of upgrading various
equipment or performing other
energy conservation meastires
in light of expected savings.

Once your business judg-
es the efficiency initiative to be
worthwhile, how will it pay for
the project? Depending onthe -

*.| -energy savings and the expect-

ed payback period, your busi-
ness may decide to self-fund
certain imiprovements. Other
funding options depend in part
on the size of the initiative.
Businesses with small to me-
dium-size facilities should con-

and available incentives. Busi-
nesses should first look to their
utility providers. For example,
Georgia Power Co. and some
electric cooperatives, such as

| Sawnee EMC, offer financial.in-

centives for certain equipment
upgrades, such as lighting and

save money

HVAC improvements. Your busi-
ness may also be eligible for
Small Business Administration
loan programs that offer favor-
able rates and collateral require-
ments. Loan proceeds under the

Section 7(a) program can range

up to $2 million and can be used
for purchasing energy-efficient'
equipment and making existing
commercial facilities more effi- .
cient. Eligibility requlrements -
vary by industry.

For large projects 1nv01vmg
costs over $1 million and facili-
ties with energy bills more than:
$100,000 per month, business-
es might consider workmg with
an energy service company (ES-
CO). ESCOs typically offér a
comprehensive package of ser-

vices that includes analyzing fa- -

cilities’ energy demand and util-
1ty costs, calculating energy sav-
ings, designing the gﬂimency
initiative, arranging for retrofit-
ting and equipment installation
and monitoring performance.
The ESCO arranges financ-
ing for the upgrades and guar-
antees the business a specific
level of energy savings, and the
energy savings is used to pay
for the upgrades. Upon the ex-
piration of the ESCO’s contract
with the business, the upgrades
are paid for and the business

keeps all future cost savings. In -

essence, a business can obtain
private financing for major ret-
rofitting projects through the
ESCO and make payments us-

| ing funds that otherwise would
sider a combination of financing

have been used for utility bills.
Businesses should also con-
sider the value of the available
tax incentives when analyzing
initiative costs. Under a special
federal tax deduction, business-
es can in effect immediately ex:
pense certain qualifying ener-
gy efﬁ(:lency upgrades, includ-
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ing lighting, HVAC, hot water
systems and building envelope
improvements. Without this de-
duction, businesses would nor-
mallyhave to depreciate such
.upgrades over up to a 39-year
period. Of course restrictions
apply, such as a cap on the de-
duction based on square footage
and the amount of certified en-
ergy savings. A Georgia tax cred-
it is also available for lighting
projects and energy efficiency
projects that meet certain stan-
dards. Certain caps apply, and
credits are available each year
on a first-come, first-serve basis
from the program’s $2.5 million
allocation.

What about future programs?
Although direct federal assis-
tance for’commercial energy ef-
ficiency upgrades is currently
limited, that may be changing.
President Barack Obama recent-
ly aninounced his Better Build-
ings Initiative, which has the goal
of making commercial buildings
20 percent more energy efficient
by 2020. The Initiative would in-
clude changing the current tax
deduction to a tax credit and im-

.| proving the SBA program for en-

ergy efficiency loans.

In short, energy efficiency
initiatives not only benefit the
environment and bolster the
“green” credentials of your busi-
ness, they provide a direct eco-
nomic benefit as well. With care-
ful analysis and the right mix of
financing, such an initiative can
provide cost savings for your
business for years to come.

Roland Hallis a partner at the law
firm of Autry, Horton & Cole, LLP.He
advises clients on energy-related
matters, including regulatory and
transactional questions related to
traditional and renewable energy
projects.
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