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APPROVAL OF AN ELECTRICAL BACKUP POWER SYSTEM
A Recommendation
Introduction
Oakland University’s (University) annual utility expense will continue to rise due to increases in natural gas and electrical prices.  Natural gas and coal prices coupled with unfavorable rulings on the Electric Choice program by the Michigan Public Service Commission have caused increases in electric rates.

Presently, the University has only limited electrical backup.  Most institutions of the University’s size have redundant sources of heating fuel and many have campus-wide backup power systems.  This project proposes a redundant electric supply, while simultaneously providing significant electric cost savings. 
· The University’s current $18 million Energy Service Agreement (ESA) project includes critical backup generators for the Dodge Hall of Engineering and the Central Heating Plant.  These two small generators, costing $786,000, simply provide backup service, no energy savings.

· New Proposal Phase 1: Use the $786,000 of ESA funding to purchase/install a larger generator to support Central Heat Plant, North Foundation Hall, South Foundation Hall, Wilson Hall, Meadowbrook Theatre, Graham Health Center, and O’Dowd Hall.  This leaves Dodge Hall vulnerable to outages.

· New Proposal Phase 2: Use $500,000 of available deferred maintenance budget to purchase/install a second large generator (with less infrastructure cost) to support Dodge Hall of Engineering, Hannah Hall, Oakland Center and Public Safety Buildings.  Phases 1 and 2 can be done virtually simultaneously, resolving the Dodge Hall vulnerability problem.

· As opposed to the original ESA generators, the two larger generators would produce significant energy savings as well as much broader backup capabilities.  Savings come from two sources:

· Peak shaving during extreme temperatures.

· Lower “D-8” interruptible electric supply costs from Detroit Edison.
· There are a limited number of slightly used generators available from a diesel power station which is being decommissioned in the State of Washington.  The University has an opportunity to purchase two generators at a savings of $250,000.   
· The $786,000 investment in generators has already been approved by the Board of Trustees (Board) but provides no energy savings.  The savings from the two larger generators which also provide much broader outage coverage will pay back the $500,000 deferred maintenance investment in less than two-years.  Additional savings then continue to accrue.
· Potential Phases 3, 4 and 5 for additional generators, which provide added outage backup and additional energy savings, will be considered upon completion of Phases 1 and 2.  However, approval of Phase 1 and 2 does not mandate that Phase 3, 4 or 5 be commenced or completed.
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· This proposal has been reviewed and endorsed by the University’s outside energy consultant, Platinum Energy.

Previous Board Action

The Board approved the Energy Services Agreement on October 27, 2005 and financing on December 7, 2005.  
This proposal was presented to the Board’s Finance, Audit and Investment Committee on September 6, 2006, and to the Board at the Board’s Working Session on September 13, 2006.
Recommendation

RESOLVED,
  that the Board of Trustees approve redirecting $786,000 of the funding for the Energy Services Agreement to Phase 1 for purchase and installation of a generator to support Central Heat Plant, North Foundation Hall, South Foundation Hall, Meadowbrook Theatre, Graham Health Center, and O’Dowd Hall; and, be it further


RESOLVED, that the Board of Trustees approve the use of $500,000 of the deferred maintenance budget to fund Phase 2 to simultaneously purchase and install a generator to support Dodge Hall of Engineering, Hannah Hall, Oakland Center and Public Safety Buildings; and, be it further

RESOLVED, that the Vice President for Finance and Administration is authorized to execute these purchases and installations; and, be it further


RESOLVED, that the purchase orders/contracts be reviewed and approved by the Office of the General Counsel prior to execution, and shall be in compliance with the law and University policies and regulations and shall conform to the legal standards and policies of the Board of Trustees; and, be it further


RESOLVED, that a report on actual energy savings from the project will be presented to the Board upon completion of the project and periodically thereafter as part of the Treasurer’s Reports and/or the Annual Energy Report.
Budget Implications

Redirect the use of $786,000 of the University’s current $18 million ESA project to purchase/install a larger generator to support six additional buildings (Phase 1).  
Facilities Management will redirect $430,000 of the 2006 deferred maintenance    budget and $70,000 of the 2007 deferred maintenance budget to purchase a second generator providing support for three additional buildings (Phase 2).   The $430,000 is available as a result of receiving several favorable quotes for roofing, paving and 
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mechanical projects in the spring of 2006. The $70,000 from the 2007 budget will require delaying some relatively minor projects until 2008. Simultaneous implementation of these two phases results in a payback on the Phase 2 investment within two-years.
Attachments: 

A. Electrical Backup Power Project Proposal, August 31, 2006
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