In Search of Savings, Companies Turn to the Sun
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JOHNSON & JOHNSON, an icon of American corporate culture, is showing a growing
interest in a technology once associated with backwoods cabins and pocket calculators.
Like a number of other large companies, Johnson & Johnson has begun to generate its
own power from the sun.

Solar power has evolved from being an expensive, pie-in-the-sky technology to one that
is finally beginning to make business sense. Recent electricity shortages in California,
the continuing gyrations in energy prices over all, and new state and federal incentives
are among the reasons for companies' efforts to start or expand their use of the
technology.

On a blustery fall afternoon, the solar installation on the roof of the United States
headquarters of Johnson & Johnson's Janssen Pharmaceutica Products unit in
Titusville, N.J., is producing 245 kilowatts of electricity, enough to power 245 homes. At
their peak, the 2,850 solar panels can produce about 500 kilowatts of energy, making
this one of the largest solar installations on the East Coast. The system provides about
10 percent of Janssen's annual electricity needs.

While Johnson & Johnson has corporate policies that support the use of green power, a
large part of the decision to install the system, as well as three Others on its buildings in
New Jersey and California, was economic.

"We looked at solar power two or three years ago, but we never got into the ballgame
because the incentives were not there," said John Subacus, Janssen's director of facility
management. "But new incentive programs made the project financially neutral, and we
felt it was the best time to jump in and do something good for the environment.”

The company said 57 percent of the cost of the Titusville system was covered by state
and federal programs promoting solar energy use.

Companies including Toyota Motor Sales U.S.A., Lowe's, BJ's Wholesale Club, Whole
Foods Market and Domaine Carneros, a winery, have installed solar panels on some of
their buildings. Not only will many of these systems pay for themselves within a decade,
but those that do will then produce essentially free energy for another 15 years or more,
providing as much as 40 percent of the energy needs of these businesses.

On Janssen's roof, silicon solar panels the size of ceiling tiles snake around fans and
ventilation ducts, absorbing the afternoon sun. As the sun hits each panel, the silicon
molecules produce electrical charges - a positive charge on one side of the panel and a
negative one on the opposite side. Pipes containing wiring from each panel lead to a
small shed behind the building, where the solar-generated power is converted from
direct current to alternating current. It then flows into the building's electrical system.

"It's been performing ahead of expectations," Mr. Subacus said. "Everyone involved in
the program is happy with it."



Businesses often look for a two- to three-year payback on capital investments. Solar
power cannot yet provide that; the average commercial installation is expected to pay for
itself in five to nine years. Mr. Subacus said that Janssen's would take 20 years to pay
for itself, much longer than average, because he is assuming that energy prices will rise
only 4 percent annually; if they climb faster, the system will pay for itself sooner.

Solar power accounts for only three-hundredths of 1 percent of all electricity generated
globally, said Lisa Frantzis, director of renewable and distributed energy at Navigant
Consulting in Chicago. Yet sales of equipment are growing quickly. Since the 1990's, the
market for products that capture electricity from the sun has grown about 20 percent a
year, In the last three years, the growth has accelerated to about 33 percent a year.

That impressive growth rate has lured investments from large corporations, many of
which are better known for electronics or even pumping oil. Sharp is the world's

largest provider of solar products, followed by the the BP Solar unit of BP; Kyocera; the
Shell Solar unit of Royal Dutch/Shell; and Sanyo.

But solar power remains a small part of the balance sheet for many of these companies.
BP Solar had $300 million in revenue in 2002, compared with BP's total of $178.7 billion.
Nonetheless, Steve Westwell, president and chief executive of BP Solar, said he wants
to be ready when solar power takes off.

"The solar market is showing dramatic growth, which any corporation should be excited
about,” Mr. Westwell said. "It is increasingly looking like the right thing to do."

Solar energy has also been lucrative for smaller companies. The PowerLight
Corporation, a company in Berkeley, Calif., with 100 employees, has made Inc.
magazine's list of the 500 fastest-growing companies in America for four consecutive
years. The company says its annual revenue has grown to $28 million from $800,000 in
the five years through 2002.

PowerLight, which installed Johnson & Johnson's system, specializes in grid-connected
solar energy. These systems draw electricity from the traditional power grid when they
need it, and push electricity back into the grid for a credit when they don't.

That flexibility has appealed to a growing number of businesses. In 1999, grid-connected
systems in the United States produced 4 megawatts of power. By the end of 2003, Ms.
Frantzis estimates, they will account for 65 megawatts of electricity.

Tom Dinwoodie, the chief executive of PowerLight, said: "Solar has a bad rap from back
in the 1970's. But it is no longer on the fringe, and it feels great.”

Solar rebate programs offered by states have also drawn interest. The 15 states that
offer rebates for renewable energy projects have pledged $4.4 billion to them from 1998
to 2012, Ms. Frantzis said.

In New Jersey, of the 200 projects completed or under way since its renewable energy
program began in 2001, some 150 have been approved in the last six months alone.
California has had a similar rush: 44 percent of its 530 applications were made in 2003.
For commercial systems in New Jersey, rebates are as high as 60 percent. In New York,
they are as high as 70 percent, with a cap of $500,000.



Residential solar systems are eligible for credits similar to those given to businesses. In
New York and New Jersey, as much as 70 percent of the cost of a home grid-connected
system can be recouped from the state.

Many programs intended to encourage solar use by businesses have started in the last
two years and are just now drawing attention as companies learn that the systems can
be a good investment.

Domaine Carneros, a Northern California subsidiary of the French winemaker
Champagne Taittinger, installed a solar system this summer. It produces 120 kilowatts of
electricity, or 40 percent of the winery's energy needs. The entire system cost $800,000;
the company received a 50 percent rebate from the state of California, along with some
federal and state tax credits, and it can accelerate the depreciation on the investment
over five years.

After those benefits, the final cost of the system is only $200,000, said Eileen Crane,
Domaine Carneros's president and winemaker. At that price, the company estimates that
the system will pay for itself after four years.

"l didn't expect it to be economically viable," Ms. Crane said. "l thought | would have a
hard sell to the owners back in France. But the more | looked at it, the more it became
clear to me that not only was it good environmental stewardship, but that it made full
economic sense."

UNLIKE other renewable power sources, solar panels provide the most electricity in the
middle of the day, when demand is greatest. At such peak times, utilities charge
businesses a premium for electricity, helping to make solar that much more attractive.

That was a significant factor in the decision by Toyota Motor Sales U.S.A. to install solar
panels on a 635,000-square-foot building in Torrance, Calif., said Sanford Smith,
Toyota's corporate manager for real estate and facilities.

"Solar power allows you to stabilize your power purchasing so you won't be buying peak
power produced during the middle of the day," Mr. Smith said.

The system provides 20 percent of the building's electricity. Toyota is evaluating the
project and is likely to expand its use of solar energy, he said.

Even though solar power is on a growth curve in the United States, the technology is
spreading even faster in Japan and Germany. In Japan, higher prices for other types of
energy have bolstered the popularity of solar power. There are fewer than 5,000 grid-
connected solar setups in the United States, compared with 40,000 systems in Japan,
most of them residential, said Glenn Hamer, executive director of the Solar Energy
Industries Association in Washington.

Other countries are also quickly developing uses for solar technology, Ms. Frantzis said.
In 1999, the United States accounted for 17 percent of the global solar market. Last
year, it accounted for only 13 percent.



Nonetheless, Ms. Frantzis is optimistic about solar power's future, even in the United
States. "People see that eventually it is going to get there," she said. "Right now
it is not so far off."



