U.S. DEPARTMENT OF Energy Efficiency &

ENERGY Renewable Energy

Welcome to Today’s Training on
Pricing and Financing ESPCs

Some Organizational Tips Before We Get Started...

e Session will be recorded
« All attendee phone lines will be muted

* Please submit your questions via the “Questions”
window

e 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
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. 7 U.S. DEPARTMENT OF Energy Efficiency &
Wh a.t IS TAP : ENERGY Renewable Energy

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?

U.S. DEPARTMENT OF Energy Eﬁ’iciency &

EN ERGY Renewable Energy

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

ESPC Pricing & Financing for State and Local Grantees
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On topics including:

* Energy efficiency and
renewable energy
technologies

* Program design and
Implementation

e Financing

« Performance contracting

« State and local capacity
building



Accessing TAP Resources ENERGY | £oroy Effiency &

Renewable Energy

We encourage you to:

1) Explore our online resources 2) Submit a request via the
via the Solution Center Technical Assistance Center

us oeemrmentor | Enaray Efficiency & - y—— o B -
ENERGY | GO s - oo L

Renewable Energy
P b e feote Tk b x
Solution Center  Technical Assistance for EECBG & SEP x Cosge| s e e Eimwns B ks f) Sk T Ouck e b+ ke e
roject Map | Request Tex \ssistance L .

Activities

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

ESPC Pricing & Financing for State and Local Grantees
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mailto:solutioncenter@ee.doe.gov
http://www1.eere.energy.gov/wip/solutioncenter/
https://tac.eecleanenergy.org/

Upcoming Webinars ENERGY | Enerey Effciency &

Renewable Energy

Please join us again:

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.

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

ESPC Pricing & Financing for State and Local Grantees
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Today You Will Learn ENERGY | £y Effcioncy &

Renewable Energy

* Briefly “What is an ESPC”

 Why do an ESPC

 How is an ESPC priced

e How Is an ESPC financed

ESPC Pricing & Financing for State and Local Grantees
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U.S. DEPARTMENT OF Energy Eﬁ’iciency &

EN ERGY Renewable Energy

An ESPC

ESPC Pricing & Financing for State and Local Grantees
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What Is an Energy Savings

Energy Efficiency &

Performance Contract (ESPC)? ENERGY | enewabie Eneroy

e 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)

o See Aug 5th webinar on the Solution Center

aS
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ESPC Project Cash Flow s e L | Energy Effcioncy &

Renewable Energy

Before During
ESPC Contract ESPC Contract
Excess Savings §
Guaranteed E+O&M
E+O&M - Cost
Savings Savings

E+O&M

Agency's Cash Flow ($)

Source: USDOE Federal Energy Management Program (FEMP) ESPC Training Program
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Why Do an ESPC? ENERGY | B Effciency &

Renewable Energy

o Capital improvement without spending capital dollars
e Leverage EECBG funds

e Save energy, guaranteed

e Lower operating (utility) costs

 Handle deferred maintenance (finally)

* Improve indoor air quality, comfort, and productivity
 Reduce GHG

« Avoid the cost of delay

ESPC Pricing & Financing for State and Local Grantees
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ES PC F) nCl ng Eﬁ"“E““‘REEFY Energy Efficiency &

Renewable Energy

ESPC Pricing

ESPC Pricing & Financing for State and Local Grantees
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Project Cost Considerations ENERGY | £oroy Effiency &

Renewable Energy

e |s the project tax exempt ?
 MBE participation requirements ?

* Open book pricing applies

* Any particular project phasing pros and cons?

 No Contingencies

ESPC Pricing & Financing for State and Local Grantees

14 | ESPC Technical Assistance Team eere.energy.gov



U.S. DEPARTMENT OF Energy Eﬁ’iciency &

ESPC Installation Pricing ENERGY | Renewable Energy

« 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 f '

ESPC Pricing & Financing for State and Local Grantees
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U.S. DEPARTMENT OF

Price Verification ENERGY | 5rere Efficiency &

Renewable Energy

 Owner verifies that pricing Is fair and reasonable

e Assure owner’s complete understanding of ECMs

i

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

o Get verification quotes from equipment
suppliers

ESPC Pricing & Financing for State and Local Grantees
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Price Verification cont'd ENERGY | ey Effotency &

Renewable Energy

e Is engineering and design time and cost reasonable?

e Cost reduction without effecting quality or result?

F

e |s the installation schedule reasonable?

* |Is Project Management time and cost
reasonable?

ESPC Pricing & Financing for State and Local Grantees
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ES PC Fl nanCl ng Eﬁ"“E““‘REEFY Energy Efficiency &

Renewable Energy

ESPC Related Financing

ESPC Pricing & Financing for State and Local Grantees
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Basic ESPC financing flow chart ENERGY | 5o Efficiency &

Renewable Energy

’ Financial RFP { ' Sign financing contract ‘

Y ¥

’ Review proposals ‘I:> Select financing company

e Establish financing method

e Consider several sources of funds

ESPC Pricing & Financing for State and Local Grantees
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Avallable ESPC Funding Sources ENERGY | 5reroy Eficiency &

Renewable Energy

Cash

 General Obligation Bonds
o Capital funds

e Incentives

e 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 ENERGY | neoer e trer &

* Revolving loan fund

« To learn more about Revolving Loan
Funds see 12/10/09 webcast at:
http://wwwl.eere.energy.gov/wip/solutioncenter/
webcasts/default.html

o Capital lease

e Operating lease

 QECB - Qualifying Energy Conservation Bonds

e To learn more about QECB see 9/22/10
webcast at:
http://wwwl.eere.energy.gov/wip/solutioncenter/
webcasts/default.html

 Master lease

ESPC Pricing & Financing for State and Local Grantees

21 | ESPC Technical Assistance Team eere.energy.gov


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

Adding It All Up ENERGY | ooy Effciency &

Renewable Energy

Capital Funds

EECBG Funds

[

Revolving loan funds

State incentives

B
by

ESCO

)} Total Cost = Payment to

Utility incentives

QECB

Tax-exempt lease purchase
loan funds

L

ESPC Pricing & Financing for State and Local Grantees
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. . U.S. DEPARTMENT OF Enerav Efficiency &
Financing ENERGY | Renewable Ener

Renewable Energy

 Ride State master lease financing contract if available

* Develop financing RFP
http://www1l.eere.energy.gov/wip/solutioncenter

e Select financing company

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

e Establish interest rate on loan

¢ EStab I iS h I nte reSt rate O n eSC rOW ESPC Pricing & Financing for State and Local Grantees
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U.S. DEPARTMENT OF Energy Efﬁciency &

ENERGY Renewable Energy

How Much to Borrow

« ESCO provides accurate and realistic draw-down schedule

Tax-exempt lease purchase
loan funds

Y

} minus ‘

v

Interest earned from loan Iin
Escrow account

v

} equals {

L

Tax-exempt lease purchase
loan

ESPC Pricing & Financing for State and Local Grantees
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U.S. DEPARTMENT OF

ENERGY

Energy Efficiency &

Renewable Energy

,-'Eg;\ ESPC Financials Spreadsheet Generic 10-4-10 v1 [Compatibility Mode] - Microsoft Excel
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1 Escrow Account
2 Escrow Int. Rate 3.50% Payment ta. !
3| contractor is input
4 Starting Balance Escrow interest Payments to Contractor |Ending Balance
5 | [12/15/2010| $ 11.379.219.41 5 .
6 | $ 11a7e2edn
[ 1172011 % 11.379.219.41 | § 21,019.95 | § 1.300.000.00 (% 10100.239.36 Amount is calculated to
8 | 2M1/2011| 5 1010023536 | § 2945503 |8 45000000 5 9.679.695.39 provide a zerc balance
9 | 3720115 967969539 | § 28.23245 | § 40000000 | 5 9.307.930. 54 at the end of
10 | 471720115 9.307.93084 | 5 27,14813 | % 40000000 | 5 5.935.075.97 construction
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12| 6/1/2011]| 5 840613962 | § 2451791 | % 63180000 (% 7.798.857 .53
13 7M/2011| % 7.798.857.53 | 5 22, 74667 | % 80000000 | & 7.021.604.20 I _l
14 | 8/1/2011) 5 7.021.60420 | § 2047568 | $ 1.000.000.00 (% 6.042.083.87
| 9/1/2011) 5 6.042.083.87 | § 17.622.74 | § 600.000.00 (% 5.459.706.62
16 | 10/1/2011| & 5459.706.62 | 5 15,924 14 | 5 90000000 (5 4. 575 630.76
17| 11/1/2011| % 457563076 | 13.345.69 | § 45000000 | 5 4.138.976.35
18 | 12/1/2011| 5 4.138.976.35 | 5 12,072.01 | 50000000 (5 3.651.048.37
19 | 1/1/2012| 5 365104837 | 5 1064889 | 5 35000000 5 3.311.697.26
20 2M/2012| 5 3.311.697.26 | 5 9.659.12 | § 45000000 | & 2,871.356.38
21| 320125 287135638 | 5 8.374.79 | % 300.000.00 | & 2.579.731.16 5({300.000.00)
22 | AM/2012|§  2.579.731.16 | $ 72422 | 5 25000000 | 5 2,337,255.38
23 | 5/1/2012)| % 2.337.255.38 | § 5.816.99 | & 350000005 1.994.072.38
24 | 6/1/2012] 5 199407238 | § 5.5816.04 | 5 300.00000(35 1,699,855 42
25| 7M/2012| 5 169988842 | 5 495801 | % 20000000( 5 1,504 84643 [ E SEQ Fee
26 | 5/1/2012)| 5 150484643 | 5 438914 |5 150.000.00 | 5 1,359,235 56
27 | 9/1/2012]| 5 1.359.23556 | 5 3.964.44 | 5 1,663.200.00 5 0.00 5 500000 5
28
29 [Tatal § 320780595 12.000,000 00 REFFiniks oe et b
30 | supplement payments
| to Contractor and SEOQ
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Ready ESPC Pricing & Financing for State and Local Grantees EE [0 |

- | B pridngand ... /7 http:/fpart...

25 | ESPC Technical Assistance Team eere.energy.gov

= [ Movell Gro... @ 4 Micosa...

Yy
s Start

E DD 8 % @

B 3 Micoso... -




ESPC Cash Flow Analysis

U.S. DEPARTMENT OF

ENERGY

Energy Efficiency &
Renewable Energy

ESPC Financials Spreadsheet Generic 10-4-10 v1 [Compatibility Mode] - Microsoft Excel

Insert Page Layout Formulas Data Review View
~ £
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it | Project Name: Sample ESPC CASH FLOW AMALY SIS - NET FINANCING
z ESPC with: (ESCO Name])
2 Project Number- This Sample spreadsheet containing four Tabs depicts an ESPC project that is financed up front, the funds are
4 Updated: HEIHEIHEER put into an interest bearing Escrow accountfrom which payments are made to the ESCO on a monthly basis
5 during construction, based on work completed. The Lease-Purchase loan is less then wha tis owed the to the ESCO
3 because the interest earne on the Escrow account makes up the difference. This is referred to as NET-FINANCING
T
g Finance Details Remarks
| Tazx Ezxempt Lease Loan | £ 11,373,213 | Capital cost, plus SEO fee, less BLF loan
L Interest accrued| & E02,23E | before first payment [Capitalized Interest)
1 Escrow Interest Earned| # 20,78
2| FPayback Amount| $ 11981455
L Interest Rate 408
" | ESCO Capital Cost| $ 12,000,000
15 Total ESCO award| § 15,748,280 | Capital cost plus maintenance and monitorring For 13 urs
L Capital Funds| % - From agency
LG HLF Loan| # 00,000 |includes £200,000 for SEO Project Management
L= Period [yrs.] 13 Fayments due at the beginning of every & month period I .I
13 Energy Cost Escalation [per yr] 0
20 Labor Cost Ezcalation [per yr] 24
21 Total Savings - Total Cost =Net Cash Flow
2z | CASH FLOW ANALYSIS
23 «——SA¥INGS —— COSTS > W
24 ear ESCO Service & Tokal E=t. Loan FLF ESCO ESCO SEO Guarantee| Total Rlet
25 Guaranteesd Contract!Fepai Savings Fayment P ayment Service M&EY P e W Letter of Agency Cash Flow
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27
23 | 1 + 1500000 | # 1200000 [ % 1620.000 | % 1144439 | ¢ 70000 | & 150,000 | % 50000 | ¢ 20000 | & 22000 | $ 1486433 | # 133.561
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3 4 + 1500000 | # 127345 | % 1627345 | % 1144439 | & BEO0D | & 19007 | # 53060 | $ 21224 | & 29057 | 1493895 | & 135447
BF: 5 + 1500000 | % 129892 | % 1829892 | % 1144438 | & 50000 | & 194538 | % G412z | & 21643 [ & 23057 | & 1494204 [ £ 135685
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34 T i 1500000 | 136133 | % 1636139 | # 1144438 | & 45000 | & 202709 | & GE308 | $ ZEEE3 | & 29057 | & 1GOOSE | & 135003
35 | g 3 1500000 | # 137842 | % 1837842 | % 1144438 | & 40000 ) & 206763 | & 67434 | § Z2ET4 | & 23057 | & 1G00TET | & 137076
36 3 k3 1.500,000 | 140533 | ¥ 1640583 | § 1144438 | & 35000 | & 210893 | 62583 | $ 23433 | % 29057 | # 1500610 | £ 133083
37 10 k3 1.500,000 | 140583 | § 16405583 | § 1144438 | & 35000 ) & 216107 | & 6O.766 | § 23902 | ¢ 29057 [ ¢ 1G0FZER | 3 133230
38 1 k3 1.500,000 | M3l | & 14zl | # 1,144,439 k3 21943 | § B05960 | $ 24330 | % 29057 | ¢ 1478344 | & 166067
| 12 k3 1500000 | ME2T | 1846273 | 1,144,439 k3 223807 | B20689 | & 24867 [ & 23057 | ¢ 1494433 | % 161,840
40 | 12 + 1,500,000 | 149,206 | § 1649206 | § 1,144,433 Ed 2zgzed | & B3Hz | & 26365 [ ¢ 23057 | ¢ 1490806 [ 153549
4 14 k3 -
4z 15
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U.S. DEPARTMENT OF Energy Eﬁ’iciency &

EN ERGY Renewable Energy

Questions?

DOE Team Lead
Chani Vines: chani.vines@ee.doe.qov

ESPC Technical Assistance Team Contacts

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

ESPC Pricing & Financing for State and Local Grantees
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