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Who is McKinstry?



Committed to Sustainable Energy Solutions

• $2.5 Billion in Design-Build Construction since 1960

• $325M in projects in 2007

• Branches: Seattle, Portland, Spokane, Boise, Denver & Minneapolis

• Committed to Renewable Energy
– Biomass & Bio-fuel 
– Solar
– Wind
– Geothermal

• Over $12M in grants, incentives and subsidies for our clients

• 1400 employees (650 Professionals, 750 Trades)

• 84 Engineers, 24 LEED Accredited Professionals

• Biomass heating projects in Enterprise & Wallowa (OR)

• Preliminary Biomass Co-Gen Feasibility Studies for Lemhi & Custer 
Counties, in addition to 3 other pending counties

• Design, Fuel, Vendor & Equipment Neutral



Biomass: Demand-side & Supply-side

Demand-side = Conservation 
Energy Services Performance Contracting 
Existing Buildings or New DB Construction 
Fuel Conversion to Biomass 
Municipal Lease-Purchase or Bonds

Supply-side = Power Generation & Revenue 
Public-Private Partnerships 
Performance-Based Design-Build 
Revenue Bonds (plus subsidies) 
DBOM & DBOOM



Step One:  Demand-side
Local alternative energy based ESPC for schools, 
hospitals or municipal buildings

Intensive public education campaign

Public support for project (may include general 
obligation bonds (if applicable)

Step Two: Supply-side
Develop and implement alternative energy 
(biomass) generation and/or bio-fuels plant for 
community revenue enhancement, infrastructure 
improvements and economic development

Renewable Energy Solutions



Keys to Success…

Biomass & Renewable Energy Projects

Technical & Operational

Contractual

Economic/Financial

Political



Technical Approach

Total Cost of Ownership 
“Low Bid = Low Performance”



Facility Economics – Building Costs Over 40 yrs.
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*ASHRAE - American Society for  Heating,  Refrigeration  & Air Conditioning  Engineers



Total Cost of Ownership (TCO)

• Quantifiable Decision-Making Process

• Balance between real-world & theoretical facility operational processes

• Providing a bridge from construction to long-term operation

• Financial modeling used to inform sound design & construction 
decisions.
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Council’s 20 yr. Biomass System Savings: $1.1M+  



Kellogg’s 20 yr. Biomass System Savings: $1.4M+



Idaho Commercial Food Processing Client
$810K/yr N Gas to (est.) $224K/year wood chips.

University of Idaho
Saved $40M over that past 20 years using wood chips vs. 
what NG would have cost

Other Biomass Examples



Energy Services Performance Contracting (ESPC) 
Performance-Based Design-Build 

Integrated Design & High-Performance Facilities

Implementation Options & Methodologies



Performance Contracting provides a way for 
schools to leverage future cost-avoided energy 
savings to pay for improvements in the comfort, 
safety, and efficiency of their facilities today.

The financial and operational performance is 
guaranteed by the ESCO, eliminating the risks 
typically associated with the traditional “low-bid” 
approach to construction projects.

Performance Contracting – What is it?

2005 Montana Passes ESPC Enabling Legislation



Integrated Design: ECM & FIM Matrix



Why Public Institutions Prefer ESPC

Better alternative to “low-bid” process – better designs, systems & 
equipment

Emphasizes best life-cycle performance (TCO)

Operational & financial risks are burdened by ESCO

Open-book  cost-plus pricing mean full disclosure and transparency

Eliminates any incentive “cut corners”

Projects are properly commissioned

Single-point of accountability (no “blame game”)

THREE GUARANTEES:  Cost-Avoided Energy/O&M savings, 
GMAX price,  Life-Cycle Performance 



Financial Engineering & Options

Every Virtue Must Be Paid For



Sources of Funding & Financial Subsidies

• OPM – “Other People’s Money”
– Grants (Private, State, Federal)

– Interest & Financing Subsidies (QZAB, CREBs,etc.)

– Utility Incentives

• Guaranteed Cost-Avoided Energy and O&M Savings 

• General Obligation Bonds (ESPC)

• Tax Exempt Municipal Lease-Purchase

• Guaranteed Utility Purchase Agreements (Supply-side Projects)

• DBOM & DBOOM – McK Equity Stake (Supply-Side Projects)

• Revenue Bonds (Supply-side Projects)

• CREBs – Clean Renewable Energy Bonds (Supply-Side Projects)



Integrated Financial Support



Value per $1,000 
taxable home value

Over $8 Million in 
savings!

Example K-12 
Financial 
Engineering



Final Points…

• Core biomass project must stand on its own legs

• Subsidies and Grants are “frosting”

• The biomass portion should not be burden with 
other deferred maintenance needs

• Must focus on performance and TCO – not just 
first costs

• Requires the will to succeed



Questions?

David Naccarato, McKinstry Co (Boise, ID) David Naccarato, McKinstry Co (Boise, ID) 
11--208208--344344--36463646

davidn@mckinstry.comdavidn@mckinstry.com

mailto:davidn@mckinstry.com
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