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The cultivation business model is not 
focused on energy right now
 Energy costs can be 20-50% of the wholesale price of cannabis.  They 

are a similarly significant part of operating costs.  As wholesale prices 
plunge, cultivators will focus more on operating costs.  They will also 
have gotten further up the learning curve. 

 The chief challenge is the initial build-out: Most start-up cultivators 
are capital-constrained and focused on maximizing production rather 
than efficiency:
 The high cost of capital discourages spending money on energy 

management, renewables – easier to talk to them about more 
efficient versions of things that  are not discretionary for 
operations, like backup power and chillers.

 Many are on a ‘build and flip’ model, which works against 
investments with longer paybacks, and shifts capital to operating 
costs.

 Indoor cannabis is a new industrial process: most cultivators have 
zero energy expertise on staff and it’s new to the engineering 
community as well.



The best energy savings require capital, 
which growers can’t spare right now
Capital deployment focus is on 

non-discretionary items :

- Utility service upgrades

- Equipment

Energy-related operating costs offer little opportunity 
for savings :

- Electricity and gas 

supply, water supply

- Growing and processing costs, waste management



Current gov’t climate is not helping
 No federal tax incentives available, although many have 

worked around this by having the real estate entity be the 
owner

 No USDA organic certification available

 A number of suppliers are declining to serve the industry –
legal and creditworthiness issues.  Remaining suppliers are
more expensive and lower quality – a hidden cost. Utilities so 
far are not having creditworthiness issues, and are a good 
option

 Govt agencies focus first on compliance – to date have not had 
the bandwidth to invest in efficiency in the industry



Summary:  Action needed now

 Growers: The industry will eventually focus on energy 
because they will focus on operating costs, but right now, 
when most of the capital is being spent, they are not using 
it on efficiency investment beyond bare compliance

 Engineering and Design:  This is a new industrial process,
and there is insufficient expertise in the local cannabis 
community or the local engineering community.

 We need to start building the knowledge base now, while 
capital is being deployed, to avoid creating a lasting 
inefficient industrial base.



Recommendations
 IOUs and suppliers:    

 Educational materials for cultivators on rate structure, equipment 
options. Rate design for indoor agriculture?

 Take part in working groups, engage the growers

 State and local govt:
 Convene working groups on energy and sustainability to develop 

best practices
 Create a centralized repository for data, research
 Provide incentives tailored to indoor agriculture

 Cannabis Industry Associations:
 Support/advocate for collaboration of membership on research
 Engage at public utility commissions, work with utilities 



Regional Cannabis Energy Engineering

 This was the first conference to 
focus on the technical challenges 
of this new industry – let’s build 
on it!

 Please send your ideas for 
webinars, etc. you’d like to see 
to: 
cwall@franklinbeachenergy.com


