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Ask Questions
• INTERESTING FACTS

• Standard US Rail Gage 4.708 FEET
• Letters in the Hawaiian alphabet              12
• Hours in the day 24
• Beers in a case  (coincidence?)              24
• TOTAL 64.708*

• * All accurate and factual – but does the total make 
sense?
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Available Action 
Alternatives

• Appropriated funds and inAppropriated funds and in--house personnelhouse personnel

•• Utility Company Programs offered to all customersUtility Company Programs offered to all customers

•• Energy Savings Performance ContractsEnergy Savings Performance Contracts

•• Enhanced Use LeasingEnhanced Use Leasing

•• Shared Energy Savings ContractsShared Energy Savings Contracts

Each have their individual pros and cons Each have their individual pros and cons -- but:but:

•• Alternatively financed mechanisms allow the government to accesAlternatively financed mechanisms allow the government to access resources to accomplish savings and s resources to accomplish savings and 
benefits that can not be attained otherwise.benefits that can not be attained otherwise.

•• In many cases alternative financing is more cost effective due In many cases alternative financing is more cost effective due to the lost savings from delay in the to the lost savings from delay in the ““normalnormal””
process and the permanence of savings from continuing O&M.process and the permanence of savings from continuing O&M.
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Available Action 
Alternatives

Appropriated funds are inadequate to meet objectivesAppropriated funds are inadequate to meet objectives
e.g. e.g. DoDDoD needs $285 M per year needs $285 M per year -- $60 M in request for FY08$60 M in request for FY08

Force reduction has significantly reduced technical expertiseForce reduction has significantly reduced technical expertise

Conservation Conservation ““does not compete welldoes not compete well”” with mission requirementswith mission requirements
for remaining expertise or contract administration resourcesfor remaining expertise or contract administration resources

Maintenance is on breakdown basis Maintenance is on breakdown basis -- even new systemseven new systems

There is very little structural incentive for long term costThere is very little structural incentive for long term cost--effective  effective  
resource allocationresource allocation

Wait for limited appropriated funds results in significant lostWait for limited appropriated funds results in significant lost
savings savings ---- Lost savings ?Lost savings ?

$1 billion per year = $2.7 million per day = $113,000 per hour$1 billion per year = $2.7 million per day = $113,000 per hour
= 23 taxpayers average annual  payment per hour of delay= 23 taxpayers average annual  payment per hour of delay
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Additional REAL Benefits from
Alternative Financing

Good O&M
Poor O&M

Two key benefits
– Higher initial savings 
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• Legislation (42 USC 8287) allows Financing of energy saving actiLegislation (42 USC 8287) allows Financing of energy saving actionsons

•• Federal agencies may enter into Federal agencies may enter into ESPCsESPCs for up to 25 yearsfor up to 25 years

•• Funding cancellation charges are not required upFunding cancellation charges are not required up--frontfront

•• Aggregate annual payments may not exceed the amount the agency Aggregate annual payments may not exceed the amount the agency would have paid without would have paid without 
the contractthe contract

•• Contractor must provide a guarantee of savingsContractor must provide a guarantee of savings

•• Annual measurement and verification of savings requiredAnnual measurement and verification of savings required

•• Significant experience, guidance, and simplified Significant experience, guidance, and simplified ““regionalregional”” or or ““SuperSuper”” contracts have made contracts have made 
the process the process easiereasier –– although they require a project facilitator  although they require a project facilitator  

•• Contracting process is still complex and a partnership attitudeContracting process is still complex and a partnership attitude is vital.is vital.

Energy Savings Performance ContractsEnergy Savings Performance Contracts
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Authority is the Federal Property Administration Act of 1949Authority is the Federal Property Administration Act of 1949
GSA authorized to procure utility services 40 U.S.C. 481GSA authorized to procure utility services 40 U.S.C. 481

GSA offers area wide contracts with local companies GSA offers area wide contracts with local companies –– many offer energy efficiency servicesmany offer energy efficiency services

DoDDoD authorized to procure utility services for military facilities authorized to procure utility services for military facilities 10 U.S.C. 2304 and 40 U.S.C. 10 U.S.C. 2304 and 40 U.S.C. 
474(3) Delegated to the Military Departments474(3) Delegated to the Military Departments

DOE authorized to procure utility services 42 U.S.C. 2751DOE authorized to procure utility services 42 U.S.C. 2751

GSA has delegated various authorities to other agencies (e.g. GSA has delegated various authorities to other agencies (e.g. DoDDoD, DOE, NASA), DOE, NASA)

Federal Procurement Regulations FAR Part 41 provides guidanceFederal Procurement Regulations FAR Part 41 provides guidance

Not all utilities offer Not all utilities offer UESCsUESCs –– period of contract is shorter than period of contract is shorter than ESPCsESPCs –– savings guarantee is not savings guarantee is not 
available (but performance assurance is strongly recommended) available (but performance assurance is strongly recommended) –– contract process is similar to contract process is similar to 
ESPC, but less complex ESPC, but less complex –– there is a Model Agreementthere is a Model Agreement

Contract is with a Contract is with a ““qualified sourcequalified source”” but competitive subcontracting is highly encouragedbut competitive subcontracting is highly encouraged

Utility Energy Services ContractsUtility Energy Services Contracts
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““An authority by which Federal Agencies can provide underutilizedAn authority by which Federal Agencies can provide underutilized real property to the public or real property to the public or 
private sector as a means of obtaining services, facilities, revprivate sector as a means of obtaining services, facilities, revenue, space, etc., that enhance their enue, space, etc., that enhance their 
mission.mission.””
Authority Authority ––
DOD (10 USC 2667)DOD (10 USC 2667)

General leasing authority dates back to 1892, with revisions andGeneral leasing authority dates back to 1892, with revisions and expansions of authorityexpansions of authority
DOD (10 USC 2394)DOD (10 USC 2394)

Contracts for energy or fuel for military installations Contracts for energy or fuel for military installations 
VA (38 USC 8161 et seq.)VA (38 USC 8161 et seq.)

1st public/private energy plant via Enhanced Leasing authority 1st public/private energy plant via Enhanced Leasing authority 
NASA   NASA   

Authority approved Spring 2003 Authority approved Spring 2003 –– NASA selected two pilot sites, Kennedy Space Center and Ames NASA selected two pilot sites, Kennedy Space Center and Ames 
Research CenterResearch Center

DOE DOE 
Investigating its Nuclear Regulatory AuthorityInvestigating its Nuclear Regulatory Authority

Enhanced Use LeasingEnhanced Use Leasing
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Enhanced Leasing is a development and financial tool that has beEnhanced Leasing is a development and financial tool that has been used en used 
successfully in the federal government to:successfully in the federal government to:

Finance, develop and privatize complex energy generation Finance, develop and privatize complex energy generation 
facilities/infrastructure facilities/infrastructure –– where other authorities donwhere other authorities don’’t workt work

Generate revenues through energy sales to other customersGenerate revenues through energy sales to other customers

Ensure energy independence and security where neededEnsure energy independence and security where needed

Reduce operational costs and energy consumptionReduce operational costs and energy consumption

Avoid the expenditure of capital dollars for energyAvoid the expenditure of capital dollars for energy--related related 
improvementsimprovements

Reduce risk through avoidance of longReduce risk through avoidance of long--term purchase agreementsterm purchase agreements

Enhanced Use LeasingEnhanced Use Leasing
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Basics:Basics:

Basis of the transaction is a longBasis of the transaction is a long--term ground lease of government land or facilityterm ground lease of government land or facility

The lessee develops the leased property to meet that agencyThe lessee develops the leased property to meet that agency’’s needs as well as to s needs as well as to 
other market opportunitiesother market opportunities

AgencyAgency’’s commitment is on a short term basis s commitment is on a short term basis ––
with ability to terminate and, in some cases, reduce its  commitwith ability to terminate and, in some cases, reduce its  commitment without ment without 
additional costadditional cost

Key is that the lessee offers services (energy, office space, meKey is that the lessee offers services (energy, office space, medical facilities, etc. to dical facilities, etc. to 
the private sector to create a cash flow that covers the projectthe private sector to create a cash flow that covers the project cost.cost.

Check out the ArmyCheck out the Army’’s EUL web site http://s EUL web site http://eul.army.mileul.army.mil//

Enhanced Use LeasingEnhanced Use Leasing
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Enhanced Use LeasingEnhanced Use Leasing
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Enhanced Use LeasingEnhanced Use Leasing
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•• Preferred by the USPSPreferred by the USPS
•• Applies to both owned and leased facilitiesApplies to both owned and leased facilities
•• ESCO performs facility energy auditsESCO performs facility energy audits

•• Installs energy conservation measuresInstalls energy conservation measures
•• Provide 3rd party financingProvide 3rd party financing

•• 3 project phases: project development, project 3 project phases: project development, project 
implementation, and paymentimplementation, and payment

•• TurnTurn--key project (design through construction)key project (design through construction)
•• Includes an option to financeIncludes an option to finance
•• No savings guarantee or M&VNo savings guarantee or M&V

Shared Energy Savings ContractsShared Energy Savings Contracts
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Features:Features:
•• No cost preliminary energy surveyNo cost preliminary energy survey
•• Feasibility study or engineering design studyFeasibility study or engineering design study
•• Payment options:  3rd party financing, capital funding, Payment options:  3rd party financing, capital funding, 

or a mixture of financing and capital fundingor a mixture of financing and capital funding
••Award 10 IDIQ contracts, one contractor per areaAward 10 IDIQ contracts, one contractor per area
••Contract term:  4 years with two 3Contract term:  4 years with two 3--year optionsyear options

•• Minimum order: $10K per task orderMinimum order: $10K per task order
•• Design build with guaranteed maximum priceDesign build with guaranteed maximum price

Shared Energy Savings ContractsShared Energy Savings Contracts
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Lessons LearnedLessons Learned
Facility Energy Champion is criticalFacility Energy Champion is critical

All parties should be involved from the            All parties should be involved from the            
beginning, and be comfortable with the processbeginning, and be comfortable with the process

Partnership formation is criticalPartnership formation is critical

POA&M with responsibilities is criticalPOA&M with responsibilities is critical

The Devil is in the DetailsThe Devil is in the Details

Experience is the best teacher Experience is the best teacher -- get helpget help
from someone who has done it.from someone who has done it.
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Would you like to know more about 
this session?

•• Millard E. Carr, PE, CEM, RBMillard E. Carr, PE, CEM, RB
•• Sain Engineering Associates, Inc.Sain Engineering Associates, Inc.
•• 65 Pierce Court Fredericksburg, VA 2240665 Pierce Court Fredericksburg, VA 22406
•• energy@carrnet.netenergy@carrnet.net

•• DonDon’’t forget to fill out and drop off your t forget to fill out and drop off your 
session evaluations.session evaluations.
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