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Outsourcing Heatiii.g 
a11d Cooli11g: 
Across the country, it's the wave 
of the future. In On1aha, it's the 
wave of the past. 
~ Judith Martz Studt, President, Studt Communications, Inc. 
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ith an eye on cutting costs 
and improving operating 

efficiency, more and more 
corporations and institutions 

across the nation are 
outsourcing their heating and cooling, 
turning to professional energy man
gers who make a living operating 
high-capacity steam and chilled-water 
production equipment. 

But in downtown Omaha, compa
nies and other organizations have 
been outsourcing for years ... some 
as early as the 1920s. Yet it wasn't 
until 1968, nearly half a century later, 
that a concerted effort was made to 
offer combined heating and cooling 
service. That was when Energy Sys
tems Company (ESC) - one of the 
first companies in the United States to 
offer commercially available chilled 
water - got started. 

"We've been going strong ever 
since," Dave Woods general manager 
of ESC says. "In fact, we just signed a 

contract with the General Services 
Administration to heat and cool two 
federal buildings here." 

Woods was an electrician when 
the fledgling company was just getting 
off the ground. He recalls that the 
small business venture was the brain
child of a group of prominent busi
nessmen who were committed to 
revitalizing Omaha's central business 
district. 

But the firm that actually put up 
the seed money for Energy Systems 
was Woods' employer - Northern 
Natural Gas Company, which later 
became part of Enron Corp. It was 
Northern that hired a nationally recog
nized local architectural firm - Leo A. 

Daly Company - to design ESC's 
multimillion-dollar energy plant and 
distribution system. 

"Initially we had just 
three ct1..,to1ners." 
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ESC serves Omaha's dowlltown business district from its plant located in the lower right comer of the photograph. 

"Initially," Woods explains, "we 
had just three customers - Northern 
Natural Gas, Northwestern Bell and 
Woodmen of the World, whose head
quarters were all in Omaha. But 
gradually, we expanded our under
ground pipeline, connecting our facili
ties to an old steam plant that had 
provided heating for 17 other build
ings." 

Energy Systems then hooked up 
its system to police and Union Pacific 
headquarters, a department store that 
heated five other structures, the YMCA 
and Creighton University - a major 
Catholic institution that had 20 build
ings, including two new hospitals, to 
heat and cool. 

Over the next decade and a half, 
ESC added a 911 center, museums, 
churches, office buildings, hotels, 
apartments, banks, government build
ings and a public library. During that 
time, the company became a privately 
held Nebraska corporation and recog
nized the need to upgrade equipment 

Counesy of EnergJ' Systems Company. Photo by Rick A11dersm1 (Omaha 1993). 

for reliability and customer service. As 

a result, it spent several million dollars, 
including over $300,000 for an emer
gency generator. 

By the end of 1993, the company 
had more than 22,000 feet of under
ground pipeline, zig-zagging like a 
maze throughout Omaha's downtown 
business district and connecting to 
over 80 percent of the properties 
there. 

Today - after more than 26 years 
or a quarter-million hours of around
the-clock service - Energy Systems 
continues to do a booming business. 
The company now serves over 50,000 
people who work in 90 buildings in a 
two-square-mile area. Collectively, the 
firm's 60 customers have over 11.6 
million square ·feet of space, and con
sumed 30 million ton hours of chilled 
water and 560 million pounds of 
steam last year. 

"We have come a long way," 
Woods says. "But we still have a long 
way to go. We're expanding and pick-

ing up new customers all the time." 
In short, outsourcing isn't just a 

wave of the past. It's a wave of the 
future - both in Omaha and many 
other major cities. (For a closer look at 
some of ESC's clientele, see the accom
panying stories.) 

By the end of 1993, 
the company had 

more than 22,000 feet 
of underground 

pipeline, zig- · g 
like atnaZe 

throughout O 's 
downtown business 

di"trict and 
connecting to over 80 

percent of the 
properties there. 
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Enugy Systems Company 
ht>au o\·er I I 8 million square 
fut and cools O\'f'r 10.J million 

l1 square feet of building spacr. 

ment of its seventh building in 
downtown Omaha - the one 
that housed its own headquar
ters. During the night, the 
building's 300-ton, R-11 chiller 
motor had failed. The follow-
ing morning, both tempera

1968 1972 1976 1980 1984 1988 1992 1996 
tures and tempers were rising. 

Courtesy of Energy Systems Company. 

'It was a property manager's 
nightmare.' 

John Waldbaum, executive vice 
president of Pacific Realty Group Inc., 
still has some vivid memories of that 
hot summer day, and they all involve 
unhappy tenants. "When something 
like this happens," he says, "people 
never forget." 

It was June 1990, and Waldbaum's 
company had just taken over manage-

"It was a property 
manager's nightmare," he 
recalls, " ... 95 degrees out

side, 117 degrees inside and no air 
circulation. People were wearing tank 
tops and shorts, feeling miserable." 

To make matters worse, the motor 
couldn't be repaired. A new one had 
to be ordered and wouldn't arrive for 
two weeks. "We didn't have any cool
ing for two full days," Waldbaum 
adds. "Finally, we located four tempo
raiy chilling units and placed them in 
the stairways so the cool air would 

But by far the biggest advantage i" "that sense of 
security you cm1't get anywhere else," he says. "It 
1ncans you c..u1 avoid most heating and cooling 
problctns that make for an wihappy tenant." 
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Dave Woods of ESC and John Waldbaum of 
Pacific Realty Group take a look at ESC's 

metering equipment in one of Pacific Realty's 
downtown Omaha buildings. 
Country of Entrgy Systtms Company. 

blow into the largest tenant offices. 
"I swore I'd never let this happen 

again. The minute I had a free mo
ment, I called Dave Woods at Energy 
Systems (ESC)." 

Waldbaum and Woods had 
worked together on other building 
projects. All but one of Pacific Realty's 
downtown buildings were already on 
ESC's community system. "I knew we 
could rely on the company to give us 
good, dependable service," reflects 
Waldbaum. 

Waldbaum says the initial plan 
was to use ESC's cooling system as a 
back-up and on days when "we 
needed quick cooling and didn't want 
to waste money turning on our own 
chillers." But eventually, Waldbaum 
switched to Energy Systems on a more 
regular basis. 

There are a lot of advantages to 
outsourcing, he stresses. "For example, 
it's veiy efficient and fairly inexpen
sive; minimal maintenance is required. 
Also, we have reduced our investment 
and don't have to factor in deprecia
tion any longer. 

Continued on page 16 



On Steam & 
Chilled Water 

Energy Systems' customers are our most valuable asset. We appreciate the business they have given us over 
the last 25 years. We look forward to providing them top quality services for many, many years to come. 

THANK YOU! 
Energy Systems has been providing steam and chilled water service for the heating and cooling to: 

Woodmen Tower since 1968 Central High School since 1976 
24th & Dodge St. Partnership since 1968 Secular Building since 1976 
U.S. West (19th & Douglas) since 1968 Omaha Building since 1977 
Scottish Rite Cathedral since 1968 Creighton University since 1978 
Brandeis Building since 1969 St. Joseph Hospital since 1978 
Trinity Cathedral since 1969 Boys Town Nat'I Research Hospital since 1978 
World Building since 1969 FirsTier Bank since 1979 
Executive Building since 1969 Paxton Manor since 1979 
Woolworth Building since 1969 Douglas County Computer Building since 1980 
YMCA since 1969 Corps of Engineers Laboratory since 1980 
Joslyn Art Museum since 1970 Central Park Plaza since 1981 
Metropolitan Federal Building since 1970 Federal Reserve Bank since 1983 
Omaha Police Facility since 1970 Parkfair since 1983 
Red Lion Hotel since 1970 Physicians Mutual Building since 1983 
Norwest Bank since 1971 Farnam Building since 1983 
First National Bank since 1971 Landmark Restaurant since 1983 

Union Pacific Railroad since 1971 Farm Credit Building since 1984 

Omaha World Herald since 1971 Exchange Building since 1986 

Orpheum Theatre since 1973 Orpheum Tower since 1986 

Omaha Douglas Civic Center since 1974 Professional Tower since 1989 

Hall of Justice since 1975 Teleport Communications since 1992 

W. Dale Clark Library since 1975 Children's Museum since 1993 

Union Pacific Shops since 1975 IRS Federal Building since 1993 

Barker Building since 1976 Zorinsky Federal Building since 1994 

1.•c Energy MEMBER 

Systems E(fi& Company 
Omaha, Nebraska (402) 346-9066 BOMA 



Outsourcing Heating and Cooling 
Continued from page 14 

"In addition," Waldbaum contin
ues, "we're able to do a better job 
forecasting our budgets for the follow
ing year because ESC's computers 
automatically track our usage." 

But by far the biggest advantage is 
"that sense of security you can't get 
anywhere else," he says. "It means you 
can avoid most heating and cooling 
problems that make for an unhappy 
tenant." 

Boys Town National Research 
Hospital has been outsourc
ing for as long as it has been 
in business. 

Boys Town National Research 
Hospital - a division of Boys Town 
that specializes in treating children 
with hearing and speech problems -
has never had to worry about chillers 
and boilers. That's because the build
ing doesn't have any. 

"We never got them, and it's a 
good thing we didn't," David Brintnall, 
contract administrator of the hospital, 
says. "Space is such a premium here, I 
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don't know where we'd put the equip
ment." 

Brintnall explains that the 180,000-
square-foot facility was designed in the 
mid '70s by the same architectural firm 
that drew up plans for Energy Systems 
Company's (ESC) power plant. Origi
nally, the hospital received its heating 
and cooling from nearby Creighton 
University. But when Creighton 
switched to ESC in the late seventies, 

"By out.-,ourcing, we 
haven't had to 

purchase equipment, 
or worry about 

maintenance costs or 
a full-time staff. In 

effect, we have been 
able to keep our cost.-, 
down and concentrate 

on running a first
class, nationally 

recognized 
institution." 

Dr. Patrick Brookhouser, director 
of the Boys Town National 

Research Hospital, pe,forms a 
surgical procedure 011 a child in 
the hospital's operating room. 

Cm,rtesy of Boys Ton-11. 

Boys Town did, too, and has been on 
the system ever since. 

That's just fine with Brintnall. "By 
outsourcing, we haven't had to pur
chase equipment, or worry about 
maintenance costs or a full-time staff. 
In effect, we have been able to keep 
our costs down and concentrate on 
nmning a first-class, nationally recog
nized institution." 

Unlike most medical centers, Boys 
Town National Research Hospital 
doesn't have many beds - most sur
gery and other procedures are done 
on an out-patient basis. Still, the need 
for constant temperature control is just 
as great here as it is at other institt1-
tions. 

"That's another advantage of be
ing on ESC's system," Blane 
O'Callaghan, director of engineering 
and maintenance, points out. He ex
plains that whenever one of his staff 
members wants to tum on air condi
tioning, they just push a button, open 
two valves, and adjust a set point on 
their energy management computer. 
"In less than two minutes, we have 
cool air. It's just like turning a light 
switch on. 



"If we had our own system, it 
would take a minimum of two days 
just to get the air-conditioning equip
ment assembled and working in the 
winter. When lives are at stake, you 
can't afford to wait." 

But there's still another reason to 
outsource, O'Callaghan says. "You 
never have to worry. ESC's service has 
always been reliable." 

For one midwestern 
university, outsourcing meant 
'getting rid of headaches.' 

Creighton University, cited seven 
years in a row as one of the most 
outstanding comprehensive universi
ties in the Midwest by U.S. News and 
World Report, has outsourced its heat
ing and cooling for nearly 20 years. 

The man who made the decision 
to switch-Brother Frank Jelinek, S. J. 

- is still around. He has been at this 
Jesuit school for almost 50 years now. 
As head of campus facilities, he 
doesn't regret his decision one bit. "In 
fact," he points out, "it was a big load 
off my mind. I got rid of a lot of head
aches." 

Brother Jelinek recalls that the 
6,200-student campus - located just 
northwest of downtown Omaha -
went through a building boom in the 
late 1960s, when it added a dental 
school, a medical research library and 
other facilities. 

"Our old utility plant couldn't 
meet our needs," he explains, "so we 
built a new one in 1972, installing two 
50,000 lb per hour boilers and two 
1,250-ton chillers." Then in the mid 
'70s, Creighton-Omaha Regional 
Health Care Corporation and Father 
Flanagan's Boys Home (known as 

Today, Creighton totally relies on ESC 
for all of its heating and cooling needs. ESC, 

in turn, uses Creighton's power plant 
as a backup system. 

Energy Systems' main plallt was built in 1968 to 
provide both district heating and cooling to 

downtown Omaha properties. 
Counesy of Energy Systems Company. 

Boys Town) announced plans to con
struct two separate but connecting 
hospitals on the west side of campus. 

"They knew they could save 
money by having us handle their 
steam and chilling needs," Brother 
Jelinek says. To accommodate the 
extra load of heating and cooling over 
a million square feet of space, 
Creighton installed two extra boilers, 
more than doubling its steam capacity 
to 270,000 pounds per hour. It also 
put in two additional chillers, nearly 
quadrupling its air-conditioning capac
ity to 8,500 tons of chilled water. 

"We thought we were prepared 
for everything," Brother Jelinek recalls, 
"but we were mistaken." What Jelinek 
and others hadn't anticipated was a 
host of administrative "headaches." 
Some were brought on by expansion, 
he says. "For example, questions arose 
over outsourcing - some wondered if 
it would affect our tax-exempt status 
or how we would treat the income." 

But many were the result of the 
Arab oil embargo. Practically over
night, prices climbed 200 percent. "It 
was hard to know what to bill the 
hospitals because oil costs kept chang-
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Brother Jelinek made the decision to take 
Creighton out of the energy business and put 

ESC in charge of heating and cooling 
the campus instead. 

Courtt!sy of Enug) Systt:ms Company. 

ing every day," the Creighton Jesuit 
says. Little by little, energy sources 
dried up; supplies dwindled. By the 
latter part of 1977, Creighton was ra
tioning its oil. "It was very stressful," 
Brother Jelinek emphasizes. 

"When we were down to our last 
seven days of fuel, we called Energy 
Systems Company (ESC). Luckily, they 
had anticipated a fuel shortage and 
had enough oil so we could both get 
through the winter. But by then, we 
had had enough. We called in a con-
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sultant to take a look at our situation." 
The consultant was Leo A. Daly 

Company, the same architectural firm 
that had designed ESC's power plant 
and many of Creighton's buildings. 
Well aware that ESC already had an 
underground pipeline located near the 
campus, it recommended that 
Creighton join the ESC system. Within 
six months, construction workers had 
installed 2,000 feet of additional pipe
line, connecting Creighton's system 
with that of Energy Systems. 

Today, Creighton totally relies on 
ESC for all of its heating and cooling 
needs. ESC, in tum, uses Creighton's 
power plant as a backup system. "It's 
a wonderful arrangement," Brother 
Jelinek says. 

Although the Creighton campus 
has grown to 45 buildings and now 
has over 2 million square feet of space 
to heat and cool, Creighton's energy 
bill has remained about the same over 
the past 20 years. "On top of that, we 
have significantly reduced our capital 
expenditures, simplified our opera
tions and improved service," Brother 
Jelinek explains. 

Two of the oldest buildings 
on Creighton University's 

campus are St. John's 
Church and the 

Administration Building. 
Courtesy of Creighton University. 

"We no longer need an around
the-clock maintenance crew at our 
power plant - ESC takes care of that. 
Now we have special devices at deliv
ery points in all of our buildings that 
enable us to keep better track of our 
energy usage." 

In short, Brother Jelinek says he's 
glad Creighton is out of the utility 
business, focusing on what it does 
best - education. "And it's nice to be 
rid of all the headaches." 

Outsourcing keeps this 
railroad on the right track. 

Union Pacific Railroad (UP) - the 
second largest railroad in the United 
States - is on the right track. It has 
been outsourcing heating and cooling 
for its headquarters in downtown 
Omaha since the early 1970s. 

UP switched for many reasons, 
according to Preston Sargent, manager 
of special mechanical projects. "For 
example, we didn't have space for 
cooling towers and chillers or the 
expertise to build and operate a plant 
without hiring additional people." 

Continued on page 20 



Ou~ourcingHeatingand 
Cooling 
Continued from page 18 

"Maintenance was another prob
lem," recalls Gary Sieburg, manager of 
building services. "We decided it 
would be far cheaper to pay for just 
the heating and cooling we use than 
to have our own equipment and 
people." 

But the real issue, Sargent says, 
was the need for dependable service . 
.. especially in computer rooms, 
where even the slightest power inter
ruptions or change in temperature can 
do an incredible amount of damage. 

Herman Krahmer, manager com
puter services, explains that UP's two 
main frames in Omaha are connected 
with five other computers in St. Louis. 
Together, they act as the heart of UP's 
business, keeping track of 750 trains 
and 100,000 rail cars that are traveling 
across more than 17,000 miles of track 
each day. In addition, the system 
keeps up-to-date records on traffic 
lights and railroad crossings; ship
ments, inventory; billing and callee-
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Gary Sieburg, Herman Krahmer and Preston 
Sargent (left to right) have made intricate plans to 
ensure Union Pacific's extensive computer system 

and record-storage areas stay cool year-round. 
Counesy of Energy SJ•stems Company. 

"We decided it would be far cheaper to pay for just 

the heating and cooling we use than to have our 

own equipment and people." 

tions; payroll; and other vital informa
tion. 

"We could lose millions of dollars 
if our system ever went down," 
Krahmer said. "That's basically why 
we're on line with Energy Systems 
Company. That's also the reason we 
have our own backup systems for our 
computer rooms and have built redun
dancy into them." 

Krahmer goes on to say that UP's 
headquarters building has two service 
entry points for Energy Systems' pipe
line and two others for the local water 
utility. It also has two uninterrupted 
power systems (UPS); two emergency, 
diesel-powered generators with a total 
of over 2,000 kilowatts; and three 92-
ton backup chillers that are strictly for 
the company's data center. 

"If the chilled-water temperature 
would ever fluctuate above 45 de
grees," Krahmer says, "alarms would 
go off and we could automatically 
activate our own chilling units." In 
case of a power outage, the 
company's UPS systems automatically 
carry the load until the generators 
become operative. 

"With this kind of system," 
Krahmer concludes, "we're always on 
track, ready for practically anything." 

For Energy Systems, 
emergency generator ensures 
reliability. 

In 1991, Energy Systems Company 
(ESC) installed a Caterpillar emergency 
generator for two basic reasons. "We 
wanted our customers to have the 



ESC's Ken Flegle looks over the company's new 
generator, which has furthered the system's 

reliability even more. 
Courtesy of Energy Systems Company. 

highest level of seivice and reliability 
possible," says Ken Flegle, manager of 
operations. "We also wanted to be 
able to operate independently if a 
prolonged outage of electrical power 
occurred." 

The generator set, which consists 
of a 3512 engine and a SR-4 generator, 
has a prime capacity of 1,100 kilowatts 
and a standby capacity rating of 1,250 
kilowatts. Flegle explains that the set 
replaces a smaller system and was 
installed with paralleling switchgear 
for a total cost of $300,000. "Essentially 
the switchgear enables us to parallel 
and automatically move to emergency 
power without any interruption in 
seivice." 

In customizing the emergency 
system, ESC installed a remote radiator 
with a 25-horsepower electrical cool
ing fan slightly above and in front of 
the engine so less power would be 

"They like 
having the added 

reliabiliy," 
he stresses. 

"Reliability i" 
extrcn1ely 
in1portant 

to lxlth of U',." 

required for engine cooling. A direct
mounted cooling fan would have con
sumed 40 horsepower, Flegle says. In 
addition, ESC officials: 
• specified a lower temperature rise 

in the generator when it ordered 
the system so the copper wind
ings would be less susceptible to 
heat and have a longer insulation 
life. 

• specified a smaller than normal 
allowable voltage dip to occur 
when the largest motor is started 
across the line. 

• saw to it that the control system 
on the generator set had its own 
uninterrupted power supply 
(UPS). 

• installed a blowby filter system in 
the engine crankcase to capture 
blowby that contains oil mist va
pors and some of the gases used 
to push pistons down. It recycles 
the condensed oil so it can be 
used again for lubrication. 
Flegle says customers have re-

acted very favorably to the emergency 
system. "They like having the added 
reliability," he stresses. "Reliability is 
extremely important to both of us." 

• 

Free float design enables the maintenance-free 
SFT 250 Series Steam Trap to discharge condensate 
as soon as it forms. This provides smooth operation, 
immediate response to load variations and efficient 
performance at low differential pressures. Available 
in sizes 1/2'' to 2" (screwed) and 11/2'' and 211 (flanged) 
for pressures to 250 psi and temperatures to 450°F. 

Made in USA with a Three Year Warranty 

t:J·IP 
Sina 1923 

Spence Engineering Company, Inc. 
150 Coldenham Rd., Walden, NY 12586-2035 
Phone: (914) 778-5566 Fax: (914) 778-1072 

Second Quarter 1994 21 




