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Welcome to Today’s Training on 
Pricing and Financing ESPCs

Some Organizational Tips Before We Get Started…

• Session will be recorded
• All attendee phone lines will be muted
• Please submit your questions via the “Questions” 

window
• Questions will be answered at the end of the session
• Presentation slides along with the questions and 

answers summary will be sent to attendees after the 
training

ESPC Pricing & Financing for State and Local Grantees
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What is TAP?

DOE’s Technical Assistance Program (TAP) supports the Energy 
Efficiency and Conservation Block Grant Program (EECBG) and the 
State Energy Program (SEP) by providing state, local, and tribal officials 
the tools and resources needed to implement successful and 
sustainable clean energy programs.
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How Can TAP Help You?

TAP offers:

• One-on-one assistance 
• Extensive online resource 

library, including: 
Webinars
Events calendar
TAP Blog
Best practices and 
project resources

• Facilitation of peer 
exchange

On topics including:

• Energy efficiency and 
renewable energy 
technologies

• Program design and 
implementation

• Financing
• Performance contracting
• State and local capacity 

building

ESPC Pricing & Financing for State and Local Grantees
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Accessing TAP Resources

3) Ask questions via our call center at 
1-877-337-3827 or email us at 

solutioncenter@ee.doe.gov

We encourage you to:

1) Explore our online resources 
via the Solution Center

2) Submit a request via the 
Technical Assistance Center

ESPC Pricing & Financing for State and Local Grantees
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The DOE Technical Assistance teams will continue to 
provide webinars on various topics related to activities 
under ARRA  funding that might be of interest to you.

Upcoming Webinars

For the most up-to-date information and registration links, please visit 
the Solution Center webcast page at 
www.wip.energy.gov/solutioncenter/webcasts

Please join us again:

ESPC Pricing & Financing for State and Local Grantees
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Today You Will Learn

• Briefly “What is an ESPC”

• Why do an ESPC

• How is an ESPC priced

• How is an ESPC financed

ESPC Pricing & Financing for State and Local Grantees
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An ESPC
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• Contract between an Agency 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)

• See Aug 5th webinar on the Solution Center

What Is an Energy Savings 
Performance Contract (ESPC)?

ESPC Pricing & Financing for State and Local Grantees
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Excess Savings

aka Cost Avoided

ESPC Project Cash Flow

Guaranteed 
E+O&M 
Savings

Source: USDOE Federal Energy Management Program (FEMP) ESPC Training Program
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• Capital improvement without spending capital dollars
• Leverage EECBG funds
• Save energy, guaranteed
• Lower operating (utility) costs
• Handle deferred maintenance (finally)
• Improve indoor air quality, comfort, and productivity
• Reduce GHG
• Avoid the cost of delay

Why Do an ESPC?
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ESPC Pricing

ESPC Pricing
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• Is the project tax exempt ?

• MBE participation requirements ?

• Open book pricing applies

• Any particular project phasing pros and cons?

• No Contingencies

Project Cost Considerations

Price
$$$

ESPC Pricing & Financing for State and Local Grantees
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ESPC Installation Pricing

• ESCO develops cost for each ECM

• ESCO overhead and profit rates will be pre-established, 
but subject to negotiations,

• Method of applying overhead and profit to direct and 
indirect costs shall be specified

• ESCO develops total project cost

ESPC Pricing & Financing for State and Local Grantees
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• Owner verifies that pricing is fair and reasonable

• Assure owner’s complete understanding of ECMs

• Use RS Means construction cost data or
similar resource to compare costs

• Get verification quotes from equipment 
suppliers

Price Verification

ESPC Pricing & Financing for State and Local Grantees
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• Is engineering and design time and cost reasonable?

• Cost reduction without effecting quality or result?

• Is the installation schedule reasonable?

• Is Project Management time and cost 
reasonable?

Price Verification cont’d
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ESPC Related Financing

ESPC Financing
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• Establish financing method

• Consider several sources of funds

Basic ESPC financing flow chart

Financial RFP

Review proposals Select financing company

Sign financing contract

ESPC Pricing & Financing for State and Local Grantees
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Available ESPC Funding Sources

20

• Cash 

• General Obligation Bonds

• Capital funds

• Incentives

• EECBG funds

• TELP – Tax-Exempt Lease Purchase 
agreement (Typically not considered debt)

ESPC Pricing & Financing for State and Local Grantees
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Available Funding Sources cont’d

21

• Revolving loan fund
• To learn more about Revolving Loan

Funds see 12/10/09 webcast at: 
http://www1.eere.energy.gov/wip/solutioncenter/
webcasts/default.html

• Capital lease
• Operating lease
• QECB – Qualifying Energy Conservation Bonds
• To learn more about QECB see 9/22/10 

webcast at: 
http://www1.eere.energy.gov/wip/solutioncenter/
webcasts/default.html

• Master lease

ESPC Pricing & Financing for State and Local Grantees

http://www1.eere.energy.gov/wip/solutioncenter/webcasts/default.html
http://www1.eere.energy.gov/wip/solutioncenter/webcasts/default.html
http://www1.eere.energy.gov/wip/solutioncenter/webcasts/default.html
http://www1.eere.energy.gov/wip/solutioncenter/webcasts/default.html


22 | ESPC Technical Assistance Team eere.energy.gov

Adding It All Up

22

Capital Funds

EECBG Funds

Revolving loan funds 

State incentives

Utility incentives

Tax-exempt lease purchase  
loan funds

Total Cost = Payment to 
ESCO

QECB

ESPC Pricing & Financing for State and Local Grantees
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• Ride State master lease financing contract if available

• Develop financing RFP
http://www1.eere.energy.gov/wip/solutioncenter

• Select financing company

• Select  escrow  institution (Typically
the bank your institution uses)

• Establish interest rate on loan

• Establish interest rate on escrow

Financing 

ESPC Pricing & Financing for State and Local Grantees
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How Much to Borrow

24

Tax-exempt lease purchase  
loan funds

Interest earned from loan in 
Escrow account

Tax-exempt lease purchase  
loan 

• ESCO provides accurate and realistic draw-down schedule

minus

equals

ESPC Pricing & Financing for State and Local Grantees
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Escrow

ESPC Pricing & Financing for State and Local Grantees
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ESPC Cash Flow Analysis
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DOE Team Lead
Chani Vines:  chani.vines@ee.doe.gov

ESPC Technical Assistance Team Contacts

• Irina Bulkley-Hopkins: Irina_Bulkley-Hopkins@sra.com
• Karl Berntson: Karl_Berntson@sra.com

Questions?

ESPC Pricing & Financing for State and Local Grantees
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