


New insights into the impact of rising 
energy prices on businesses



Presented by

C. David Myers
PresidentPresident

Building Efficiency Unit



Why We Commissioned this Research

Buildings consume 40% of U.S. energy use

We wanted to know:

� How are rising energy prices affecting the economic landscape?

� Are companies investing in energy efficiency?

� What sort of payback period do they require?� What sort of payback period do they require?

� Are they motivated by economics, the environment, or both?



Why Johnson Controls, Inc.

� 122-year-old global company, ranked 67 among Fortune 500

� We create smart environments that are safe, efficient, 
comfortable and sustainable

� Three business units: Automotive Experience, Power 
Solutions, Building EfficiencySolutions, Building Efficiency

� 2005 acquisition of York expanded our reach beyond 
commercial and industrial buildings into residential sector



Who We Talked To

� Online survey conducted in March 2007

� 1,250 respondents - executives and facility managers 
responsible for energy management decisions

� From a wide range of facility types, sizes and locations



Key Findings

Pessimistic outlook on energy prices

� Nearly 80% expect prices to increase 
significantly over next 12 months

� Average increase expected is 13.25%



Key Findings

Majority Expect to Invest in Energy Efficiency

� 57% plan to invest from capital budgets, 
allocating 8% of budget (on average) 

� 64% plan to invest from operating budgets, 
allocating 6% of budget (on average)allocating 6% of budget (on average)



Key Findings

Economics trumps environmental concerns

� 52% say that cost savings is a greater 
motivator than environmental responsibility

� 35% say cost savings and environmental 
responsibility are equal motivatorsresponsibility are equal motivators

� 13% say environmental responsibility is the 
greater motivator



Key Findings

Cost control, not cost reduction

� 26% expect to pay less per square foot for 
energy

� 38% do not expect cost per square foot to 
change significantlychange significantly

� 35% still expect to pay more per square foot

More than half expect investments to reduce
energy consumption by 1-9%



Key Findings

Most executives still require quick payback

� 8% require payback within 1 year

� 64% have a maximum payback tolerance of 
2 to 5 years

� 16% will tolerate 6+ years for payback� 16% will tolerate 6+ years for payback

But there are signs that management is
relaxing in this respect

� 18% believe their companies would allow a 
longer payback period today compared to 5 
years ago



Key Findings

Investments in energy efficiency not too
adventurous… yet

� Most action to-date required minimal 
investment or effort:

Educating staffEducating staff

Switching to energy efficient lighting

Adjusting HVAC controls



Key Findings

More extreme measures on the horizon

� Only 36% have negotiated contracts with 
suppliers

� Only 13% have re-roofed with white shingles 
or coatings to reduce heat gainor coatings to reduce heat gain

� Only 11% are capturing waste energy 
generated by operations

� Only 8% have converted to using alternative 
fuels



In Summary

� Nearly half of respondents making energy efficiency investments 
were motivated at least as much by environmental responsibility 
as by cost savings

� Most are making energy efficiency investments to help control 
their energy costs, but expect to be paying the same or more per their energy costs, but expect to be paying the same or more per 
square foot overall

� Most require a payback period of less than 5 years, but there are 
signs that management is relaxing its expectations

� Most energy efficiency measure taken to-date are the “low 
hanging fruit”



Questions & Answers





Joel Makower
Moderator

� Co-founder and executive editor of 
Greener World Media, Inc.

� Co-founder and principal of Clean Edge, 
Inc.

� Senior consultant to GreenOrder� Senior consultant to GreenOrder

� Editor and publisher of The Green 
Business Letter

� Batten Fellow at University of Virginia’s 
Darden School of Business
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Global Director of Capital Projects 

Citi Realty Services



Robert Keller
Energy Management & 

Engineering Services Director

J.C. Penney

Michael Culver
Energy Manager

J.C. Penney



Scott Traverse
President and COO

Minas Basin Pulp and Power CompanyMinas Basin Pulp and Power Company





� $89.6 billion revenues and $21.5 billion in profits in 2006
� $274 billion market cap 
� 327,000 employees
� More than 8,000 branches
� Operating in 100+ countries
� Nearly 200 million customer accounts

World’s Largest Financial-Services Company

� Nearly 200 million customer accounts
� More then 14,000 facilities
� 92 million square feet of real estate 

Citi’s vision is to be the world’s most respected 
financial institution



� Environmental responsibility is considered a fundamental part of our 
corporate citizenship profile

� Citi will direct $50 billion over the next 10 years to address global climate 
change 

� In real estate, committed a $10 billion investment to reduce our corporate 
environmental footprint

� Citi’s activities span its entire business and operations, including:

$50 Billion Investment in Sustainability

� Pledge to reduce GHG emissions by 10% by 2011
� Creation of a Global Energy Council
� Purchase of 52,283 MWh of green power for operations
� Targeting environmental certification (e.g. LEED in the U.S.) for the 

construction of all new office buildings and operations centers and 
evaluation of existing larger facilities

� Investments, financing and related activities to support the 
commercialization and growth of alternative energy and clean 
technology among the clients and markets it serves
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Global Energy Council

Broad representation from all regions

Involvement and commitment increasing

Focus relevant to operation:

� Overall energy strategy and data normalization

� Data input – sources and process� Data input – sources and process

� Reporting – to help manage and report

� Best practices – both projects and operations

� Energy purchase – best price, more “green”



Employee Engagement
Project Candlelight in Asia

Employees were encouraged to switch off all unnecessary
appliances, office lights, computers, copiers, faxes and even
water dispensers, at the end of the day and especially
during weekends and public holidays.

� The yearlong friendly competition pits 
buildings against one another in a buildings against one another in a 
quarterly contest to see who can save 
the most power compared to the same 
period last year. 

� Led to a 5% reduction in energy 
consumption in 2006 in major facilities 
in the region.





Every Day Matters in Energy Management



JCPenney in Growth Mode

Opening 50+ new stores in each of the next 5 years with around 200
renovations

Building the Right Way:

� High efficiency HVAC

� Lighting density below code� Lighting density below code

� White roofs

� Demand controlled ventilation

� Lighting and HVAC Control (monitored)

� Exploring further utilization of green building elements into design and 
construction



JCPenney Energy Strategy

Enhance the customer experience through effective
management of energy related assets and resources by:

� Managing energy consumption

� Managing energy supply cost and risk

� Engaging associates

� Doing what is environmentally right



Demand Side Management

� Group lighting retrofits with re-lamping program

� EMS initiative coupled with 24/7 monitoring

� Reporting and ranking

� Circuiting review for proper operations � Circuiting review for proper operations 

� Easy to use systems and tools for all associates

� Constant review of new technology



Engaging Associates and Suppliers in 
Energy Management

Advanced Energy Mgmt

� Initial store energy audit & review

� Engagement of all parties –
store mgmt, energy team, facility store mgmt, energy team, facility 
maintenance, and suppliers

� Implement best practice

� Daily review of IDR 

� Resolution of issue (challenge)



Advanced Energy Management



Advanced Energy Management



JCPenney Energy Website





Minas Basin Pulp & Power Co., Ltd.

� Founded in 1927 in Hantsport, Nova Scotia

� Produces 100 percent recycled products

� Uses only 100 percent recycled fiber 

� Largest Canadian recycler east of Montreal� Largest Canadian recycler east of Montreal

� One of first Canadian mills to be in total compliance with all 
Federal Pulp and Paper Effluent Regulations

� Mission: Profitability through people, quality and the environment



Minas Basin’s Environmental Impact

� Reduces greenhouse gases by 270,000 tons

� Spares 1,500,000 trees every year 

� Saves 580 million gallons of water 

� Prevents 2,300 tons of air pollution 

� Avoids 344 Gw hours of electricity 

� Prevents 250,000 cubic meters of landfill space

� Operates a hydro site 

� Educates students, community groups and 
governments on energy efficiency

� Makes a 100% recycled product for the market



Click to add title
COST OF MAKING PAPER

ENERGY

CHEMISTRY

LABOUR

The Cost of Making Paper Today

FIBER

MAINT/REPAIRS

ADMIN

DEPRECIATION



ELECTRICAL RATE EVOLUTION IN NOVA SCOTIA
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Minas Basin – Beyond Core Business
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Questions & Answers


