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Welcome to Today’s Training on 
Energy Savings Performance Contracting Basics

Some Technical Tips Before We Get Started…

• To dial in: (888) 995-9859; access code: 79942#
• Session will be recorded
• All attendee phone lines will be muted
• Please submit your questions via the “Q&A” window
• Questions will be answered at the end of the session
• Presentation slides will be sent to attendees following 

the training
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TA Program Goals & Objectives

Goal: To provide SEP and EECBG recipients with the resources 
needed to swiftly implement successful and sustainable clean energy 
programs.

Objectives:
• Accelerate implementation, by proactively providing assistance to 

grantees
• Improve the performance of programs and projects, by connecting 

grantees to technical expertise and sharing best practices
• Increase the return on Recovery Act investments, by focusing on 

highly-leveraged initiatives
• Increase the sustainability of Recovery Act investments, by assisting 

grantees in developing polices and programs
• Build protracted capacity at the state, local, and tribal level, by 

supporting and expanding a network of energy practitioners
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Accessing TA: Provider Network

Make a request for direct technical assistance here
or call 1-877-EERE-TAP (1-877-337-3827)

Technical Assistance Center live now: https://tac.eecleanenergy.org/

https://tac.eecleanenergy.org/
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Accessing TA: Online Resources

Solution Center 2.0 live now: http://wip.energy.gov/solutioncenter

Resources include: best practices, templates, webinars, 
project map, events calendar, TAP blog

http://wip.energy.gov/solutioncenter
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TAP is DOE’s Opportunity
to Help You!

• Explore our online resources via the Solution Center

• Submit a request via the Technical Assistance Center

• Ask questions via our call center at 1-877-337-3827 
or email us at solutioncenter@ee.doe.gov

We encourage you to:

http://www1.eere.energy.gov/wip/solutioncenter/
https://tac.eecleanenergy.org/
mailto:solutioncenter@ee.doe.gov
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• Provide subject matter experts and 
FREE direct technical assistance to 
Grantees

• Provide technical and other resource 
materials on DOE’s Solution Center

• Develop and perform trainings 
(workshops and webinars)

• Assist with peer-to-peer information 
exchange

ESPC Technical Assistance Team Role
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Today You Will Learn

• ARRA Legal Provisions
• What is an ESPC and what it is NOT?
• Why do an ESPC and how to pay for it?
• The ESPC process
• Good ESPC candidates
• ESPC financial basics
• Enabling legislation
• Challenges you may face



10 | ESPC Technical Assistance Team eere.energy.gov

• Buy American 
• Davis Bacon Act (DBA)
• National Historic 

Preservation Act (NHPA)
• National Environmental

Policy Act (NEPA)

ARRA Legal Provisions
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What Is an ESPC and

How Can It Help You?



12 | ESPC Technical Assistance Team eere.energy.gov

• Contract between an organization (owner) and an 
Energy Service Company (ESCO)

• Method of paying for today’s improvements with 
tomorrow’s energy savings

• Mechanism where no up-front capital is required
• Separate financing contract (e.g., net-financing with an 

interest bearing escrow account)

What Is an Energy Savings 
Performance Contract (ESPC)?
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• Construction Contract
• Engineering Services Contract
• Design-Build Contract
• Architectural Services Contract
• Service Contract

ESPC Is NOT:
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ESPC Process Financial Process

Basic ESPC Flow Chart

Internal Guidance Meeting Financial RFP

Issue RFP

Realize Savings

ESCO implements ECMs

Select ESCO

ESCO performs IGA

Issue Implementation 
Contract

Sign loan contract
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• Facility energy audit
• Facility energy usage statistical analysis
• Architectural design including ADA design and construction
• Mechanical design and construction including plumbing system
• Electrical design and construction
• Civil design including ADA design and construction
• Demolition
• Service
• Maintenance
• Building management system design and installation
• Complete facility commissioning
• Facility maintenance and operator training
• Facility performance measurement and verification 
• All owners’s general conditions that apply

ESPC Encompasses:
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• Capital improvement without spending capital dollars
• Save energy, guaranteed
• Lower operating (utility) costs and stabilize budgets
• Handle deferred maintenance (finally)
• Improve indoor air quality, comfort, and productivity
• Avoid the cost of delay
• Leverage EECBG funds

Why Do an ESPC?
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What Pays for an ESPC?
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Excess Savings

aka Cost Avoided

ESPC Project Cash Flow
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Source: FEMP ESPC Training Program
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ESPC Savings Guarantee

• Long-term partnership
• Agreement on the energy baseline
• Annual savings must exceed annual payments
• ESCO pays in the event of shortfall

– Savings in future years cannot pay shortfall for earlier 
years
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• Guaranteed project cost
• Guaranteed equipment performance
• ESCO warrants the installed equipment for the payback 

period of the loan

Additional ESPC Guarantees
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• Time-effective, cost-effective approach for completing facilities 
energy upgrades

• Future energy savings pays for facility upgrades now
• Guarantee of energy savings

– Off-loads financial and performance risk

• One stop shop = single point of accountability (ESCO)
– ESCO selected for best value, not lowest bid 

• Owner participation in final equipment and subcontractor 
selection

• Low-interest financing options available
• Annual savings verification done per International 

Performance Measurement & Verification Protocol (IPMVP)

ESPC Advantages
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The ESPC Process
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• Preliminary audit (broad project scope planning)
• Facility owner selects an ESCO

– RFP
– Contractor evaluation

• ESCO performs Investment Grade Audit (IGA)
– Baseline established and agreed to

• ESCO installs and commissions the Energy 
Conservation Measures (ECMs) selected 
– ESCO guarantees the project cost and energy savings

• ESCO can arrange financing
– Tax-exempt lease-purchase financing is typical

Typical ESPC process
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ESPC Timeline and Milestones

Initial 
meeting, 
data 
collection, 
ESCO 
invitation

ESCOs 
develop 
proposals, 
ESCO 
selected, 
audit 
contract 
issued

ESCO performs audit, 
develops project 
proposal.  
Proposal is reviewed
and implementation 
contract is negotiated

Implementation 
contract legal 
review. Final 
contract approval 
by owner

ESCO performs 
project 
implementation 
including    
commissioning

Typical earliest funding commitment = 235 days  or 47 weeks

35 50 110-220 40-55 240-450

85 195-305 235-360
Total  
Business 
days

475-810
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Good ESPC Candidates
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• Buildings or facilities with:
– Energy Use Index (EUI) over 100,000 BTU/sq ft 

annually
– Very outdated Energy Management System (EMS), 

HVAC systems, or lighting systems
– Utility bills over $500,000 annually

• Small ESPC projects have difficulty attracting 
capital due to high transaction costs (to bid, to 
design, etc.) 

• Incandescent traffic signals and street lights

Good ESPC Candidates
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• Energy Management Systems
• Interior and exterior lighting
• Steam distribution system repair
• High efficiency HVAC systems
• Building envelope improvements
• Boiler repair/replacement/efficiency controller
• LED traffic and street light systems
• Water and wastewater treatment plant pumps and 

motors
• Variable Frequency Drives (VFD) on motors 5 hp and 

over

Typical ESPC ECMs
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ESPC Financials Are Important!
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• ESCO can, but does not have to, arrange financing
• Tax-exempt lease-purchase financing is typical
• Large project scope is in everyone’s interest

– Owner: Achieves most capital improvement, energy 
savings

– ESCO: Lower performance risk
• Separate Financing Contract

– Net-financing with interest bearing escrow account

ESPC Financials
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ESPC Cash Flow Analysis
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Don’t Allow Legislative and 
Legal Language to Scare You
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• 49 States have enacted ESPC legislation
– Many different models, not necessarily like federal 

model
• Local governments generally covered by State 

legislation
• Information on state ESPC status 

– www.ornl.gov/info/esco/legislation/newesco.shtml

State and Local ESPC Legislation
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• Internal stakeholder objections and delays
• Extended negotiations
• Verification of ESCO’s cost proposal
• Measurement and Verification (M&V) method selection
• Required maintenance agreements
• Savings reconciliation vs. budget cycle

ESPC Challenges
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DOE Coordination and Next Steps
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DOE Project Officers and Regional 
Coordinators Role in ESPC Process

• Identify opportunities for deploying block grants and 
obligating funds in a timely manner
– Including for projects that will have sustained energy 

savings
• Target, prioritize, and implement strategies to leverage 

technology deployment resources
• Make grantees aware of ESPCs
• Determine if project is a good ESPC candidate
• Assist you with various steps of the ESPC process
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Next Steps on ESPC Technical 
Assistance

• The ESPC technical assistance team will reach out to 
grantees for follow up to:
– Determine if your projects are good candidates for 

ESPCs
– Optimize your projects and goals
– Discuss individually the services we can offer you
– Make you aware of peer exchange and training 

opportunities
• If you do not want the follow up call, please let your 

Regional Coordinator know with a quick email
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ESPC Technical Assistance Team Contacts

• Karl Berntson: kberntson@sentech.org
• Irina Bulkley-Hopkins: ibulkley@sentech.org
• Craig Sutton: csutton@sentech.org

Questions?

mailto:kberntson@sentech.org
mailto:ibulkley@sentech.org
mailto:csutton@sentech.org
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