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Abstract

Historically, Energy Master Plans have concentrated on managing the demand and consumption of energy with little regard to the price of procured energy. That all changed (or should have) when deregulation of the gas and electric industries occurred and at least partially replaced regulated rates. 
In states where deregulation has occurred, there are opportunities to manage energy price through competitive purchase, real time pricing with demand response, etc. In all states, numerous methods are available to control energy price through negotiations with the regulated suppliers, technology applications, rate changes and better planning during the new construction process.

 

This paper will discuss briefly the history of utility deregulation and then will focus on how energy procurement can become an integral part of the Energy Master Plan.

Early Energy Master Plan Efforts
In 1977, I switched to a lifelong career into the world of energy management.  I was working at the time for a commercial entity that was starting to implement energy management as a strategic management initiative.  It was my duty to develop the strategic energy plan.  I have kept a copy of the energy plan all these years (being the packrat that I am sometimes accused of).  I pulled out the copy of this first energy plan while preparing this paper.  Although the plan lacked the sophistication of today’s efforts, it contained every aspect of a good energy master plan save one.
Included were an endorsement from the executive office, historical energy demand and usage profiles, low/no cost energy conservation ideas that everyone could implement including self audits, energy projects were identified that had capital requirements with paybacks calculated, etc.

The omission of this early energy master plan was the energy supply side of the equation.  Keep in mind that in 1977, deregulation was not even discussed as a possibility, let alone a potential source for managing energy.  Since then, first natural gas and then electricity (at least in some states), became deregulated and opportunities became viable options to control the supply side of the energy equation.  
Furthermore, other possible supply side initiatives have been developed that are available in all states whether deregulated or not.  These are described in further detail later on in this paper.
Energy Master Planning Today 

Sometimes called the Strategic Energy Plan, the Energy Master Plan today represents a comprehensive plan for managing energy for the entire corporation.  The Energy Master Plan end document contains the entire history of energy for the entity and the future energy plans.  As such it covers every area that uses energy, purchases energy, corporate energy management and corporate energy finances.

The Energy Master Plan of today is a more comprehensive and inclusive process than employed in the past.  All levels of the organization are included in the development of the plan with a strong buy-in by upper management.  In addition, a mechanism is included for continually updating the plan to changing circumstances so that the plan will be a “living document”.  
A good source of information on the energy master planning process is located at the Energy Master Planning Institute’s (EMPI) website in the reference below.
  To quote the introduction to energy master planning located at the website referenced:
“Energy master planning is not only a process to reduce energy cost, usage, and peak demand. It is also a process to organize and improve your existing energy-related resources and capabilities.  Resources, in this case, include standard operating procedures, institutional memory, actual records such as energy bills, plans and blueprints, energy contracts, and so on.  Capabilities cover any personnel with an energy background, Facilities staff familiar with boiler room equipment, consultants for energy costs or usage, energy cost accounting and management systems, and meters and software that monitor them.  Once organized, integrated and focused, these resources and capabilities become powerful tools for managing energy and producing savings.”
A Brief History of Utility Deregulation

The passage of the Energy Policy Act (EPACT) of 1992 began the process of drastically changing the way that utilities, their customers, and the energy services sector deal (or do not deal) with each other.  Natural gas had previously been deregulated.  

One of the provisions of EPACT mandates open access on the transmission system to "wholesale" customers.  The regulated utilities then continue to transport the power over the transmission grid and ultimately, through the distribution grid, directly to the customer.  

EPACT made provisions for the states to investigate retail wheeling (“wheeling” and “open access” are other terms used to describe deregulation).  The model being used is that the electric generation component (typically 60-70% of the total bill) will be deregulated.  The distribution system will continue to be regulated.
Figure 1 Status of Electric Deregulation by State


Since 1992, twenty-four states and the District of Columbia have either enacted enabling legislation or issued a regulatory order to implement retail access.2  One state, California, has since rescinded their deregulation plan.  It is estimated that approximately 2,750,000 customers have switched from a regulated supplier to a third party, deregulated suppler. 
   

Utility Deregulation
   and The Energy Master Plan
Utility deregulation opened up another important tool that can be applied to today’s energy management program.  The comprehensive Energy Master Plan now must contain sections on this important topic.  Utility deregulation also affects a corporation’s view of its long term and short term energy objectives.  And finally, utility price risks pose a particular problem to solve and therefore should be included as a part of the Energy Master Plan.  

I have developed a 10 step approach to utility deregulation that has served me and my clients for several years now.

The Ten Step Program to Successful Utility Deregulation For Building Owners and Managers
(  Step #1‑Know Thyself

(  Step #2‑Keep Informed

(  Step #3‑Talk to Your Utilities (all energy types)

(  Step #4‑Talk to Your Future Utility(s)

(  Step #5‑Explore Energy Services Now - (Why Wait for Deregulation)

(  Step #6‑Understand the Risks

(  Step #7‑Solicit Proposals

(  Step #8‑Evaluate Options

(  Step #9‑Negotiate Contracts

(  Step #10‑Sit Back and Reap the Rewards
Then:  Get off your duff and go to Step #1 for the next round of reductions

What to do in non-deregulated states?
I know that non-deregulated is not exactly a term that my high school English teacher would  However, it is how I think of the states that have chosen to stick to the regulated monopoly model.  Do not fret; there are many opportunities to apply supply side initiatives in these states as well.
Note that some municipalities and co-ops are not subject to deregulation even if the state they are located in is deregulated.  
Some examples are listed in Table 1.  While managing a utility portfolio for over 200 buildings while working in the real estate sector and for other entities since forming a consulting company, I have been making energy supply choices for both new building construction and existing building operations.  
The opportunities listed in Table 1 are applicable to all properties whether in deregulated states or not.  Some, like distributed generation, work especially well when combined with an energy procurement program.
 Table 1, Potential Options 
For non-deregulated States

	Primary vs secondary power

	Co-generation

	Distributed generation

	Negotiated rates with the regulated utility

	Sophisticated metering

	Totalizing service

	Lease of the transformation and/or the electrical distribution system

	Buy-through contracts

	District cooling or heating

	Dual fuels and fuel switching

	Utility data management services

	Power quality and reliability initiatives

	Long term contracts 

	Green power purchases

	Negotiated rate in lieu of installing self generation

	Economic Development Rates

	Negotiation of the Regulated Utility’s share of New Construction Cost 


Example - Utility Deregulation and Energy Master Planning - New Construction
The principles of Energy Master Planning should not ignore the opportunities available in the construction process.  Decisions made in the early stages of a new project affect the energy profile for the life of the building.  It is never too early in the construction time line to consider the impact of supply side decisions.  This is true for all states whether they are deregulated or not.
As an example, in deregulated states, an evaluation of rates should be conducted to determine the service voltage.  This will affect projects in all states.  Generally, the higher the voltage, the lower the utility cost.  A feasibility study should be conducted to determine the cost/benefit of the additional investment.  This decision is even more important in states that are deregulated.  In those states, the service voltage (and the ensuing service class) determines what rules and costs are applied when the utility moves to a deregulated status.  This can doubly affect the decision on which service voltage to choose from.
Example – Deregulated Electric Rates and the Impact on a Thermal Storage System
A traditional thermal storage project depends upon the ability to make and store heat or cooling at night when the rates are lower and then use it during the day when rates are higher.  However, many times power is purchased at fixed rates for the term of the contract without a day/night spread.

If utility deregulation were not considered in the Energy Master Plan, the purchasing department could procure fixed price electricity which would negate the planned savings from a thermal storage system.  Conversely, the flattening of the daily load cycle by a thermal storage system will produce lower total electricity costs if it is considered in the procurement decision.

Conclusions
Utility deregulation has brought with it the opportunity to impact another, previously untouched facet of energy management.  In the past, energy management was focused on the customer’s side of the meter.  Now in addition to demand side measures, the supply side can be effectively impacted.  Therefore, a strategy needs to be developed for managing the demand side costs.  This strategy then becomes an important part of the Energy Master Plan.  
For deregulated states, developing an energy procurement strategy is imperative.  The author’s 10 Step program provides a template for successfully identifying the opportunities available.  For non-deregulated states, many opportunities abound for supply side initiatives as listed in Table 1.

Utility deregulation and the Energy Master Plan process should not be limited to existing buildings but should be expanded to new construction.  It is possible to affect the long term success of a building during the early stages of the planning effort by applying the Energy Master Plan process to new construction as well as existing buildings. 
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