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Summary:  

In March of 1997, the University executed an agreement with Viron Corporation to administer the design and construction of a number of Energy Conservation Measures (ECM’s).  Key measures included replacement/retrofit of air conditioning chillers, installation of new windows, new computerized HVAC controls, and campus lighting upgrades.  The agreement provided for $8,600,000 in construction work, which was completed as of December 1998.  The University entered into a tax-exempt lease agreement with Comerica Leasing to finance the project.  The lease covers a 10-year period and is being paid by energy savings and $300,000 each year from the General Fund.  After 10 years, the University will realize all of the savings, which are currently guaranteed by Viron to exceed $500,000 annually by program year 10.

In the first three years of monitoring and review of the Energy Services Agreement (ESA), it is clear that the energy savings targets have consistently been met.  Over that time period, the University has saved $1,512,632 in utility costs, which exceeds the guaranteed savings target by $115,525.  The University’s Energy Manager and University Engineer (both of whom are certified energy managers) have determined that these savings will continue regardless of Viron’s current services.

However, energy usage at the University continues to climb.  This is due to more intensive usage of facilities, a 36% increase in facility square footage, and limited resources to control consumption.  

The present ESA requires that the University pay to Viron a $40,000 per year service fee to monitor only the systems installed 3½ years ago.  These funds could be more productively utilized for other services that address the campus as a whole, especially systems and facilities that were not included in the original ESA.  The University would like to modify the agreement with Viron to provide more appropriate engineering services, such as facilitating energy audits, re-commissioning building systems, and implementing additional ECM's.  The amendment will be reviewed and approved by the Office of General Counsel prior to execution for compliance with the law and University policies and regulations, and conformance to the legal standards and policies of the Board of Trustees.  Future annual reports will be provided by the University’s Energy Manager and will focus on the entire campus.
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Action to be Requested at Next Formal Board Meeting:   

Authorization for the Vice President for Finance and Administration to execute an amendment to the Energy Services Agreement to eliminate the Viron annual report and savings guarantee in favor of the purchase of other services from Viron.  

Budgetary Implications:  

Energy expenditures will be reduced from their present level, as additional ECM’s are identified and implemented.  These will be quantified as they are implemented.  No additional funds will be required for redirected services from Viron.

Reviewed by Secretary Victor A. Zambardi:

__________







   (Please Initial)
Reviewed by President Gary D. Russi:

__________









   (Please Initial)
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MODIFICATION OF VIRON ENERGY SERVICES AGREEMENT

A Recommendation

Introduction
In March of 1997, the University executed an agreement with Viron Corporation to administer the design and construction of a number of Energy Conservation Measures (ECM’s).  Key measures included replacement/retrofit of air conditioning chillers, installation of new windows, new computerized HVAC controls, and campus lighting upgrades.  The agreement provided for $8,600,000 in construction work, which was completed as of December 1998.  The University entered into a tax-exempt lease agreement with Comerica Leasing to finance the project.  The lease covers a 10-year period and is being paid by energy savings and $300,000 each year from the General Fund.  After 10 years, the University will realize all of the savings, which are currently guaranteed by Viron to exceed $500,000 annually by program year 10.

In the first three years of monitoring and review of the Energy Services Agreement (ESA), it is clear that the energy savings targets have consistently been met.  Over that time period, the University has saved $1,512,632 in utility costs, which exceeds the guaranteed savings target by $115,525.  The University’s Energy Manager and University Engineer (both of whom are certified energy managers) have determined that these savings will continue regardless of Viron’s current services.

However, energy usage at the University continues to climb.  This is due to more intensive usage of facilities, a 36% increase in facility square footage, and limited resources to control consumption.  

The present ESA requires that the University pay to Viron a $40,000 per year service fee to monitor only the systems installed 3½ years ago.  These funds could be more productively utilized for other services that address the campus as a whole, especially systems and facilities that were not included in the original ESA.  The University would like to modify the agreement with Viron to provide more appropriate engineering services, such as facilitating energy audits, re-commissioning building systems, and implementing additional ECM's.  Future annual reports will be provided by the University’s Energy Manager and will focus on the entire campus.
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The attached amendment was reviewed and approved by the Office of the General Counsel and is in compliance with the law and University policies and regulations and conforms to the legal standards and policies of the Board of Trustees.

Recommendation

RESOLVED, that the Vice President for Finance and Administration may execute the attached amendment to the existing Viron Energy Services Agreement to contract for alternative energy services and to eliminate the Viron annual report and savings guarantee; and, be it further

RESOLVED, that the University’s Facilities Management department will provide the Board with an annual report covering energy consumption for the entire campus.

Budgetary Implications

No additional funds will be required for redirected services from Viron.

Submitted to the President

on __________________, 2002 by

____________________________

Lynne C. Schaefer

Vice President for Finance and Administration

and Treasurer to the Board of Trustees

Recommended on ______________, 2002

to the Board for approval by

____________________________

Gary D. Russi

President

