The webinar will start momentarily....

Advanced UESC Training: Day 1 - Contracting
August 9, 2022 | 1:00 PM - 4:00 PM (EDT)
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Webinar Disclaimer

NOTICE: This webinar, including all audio and images of participants and
presentation materials, may be recorded, saved, edited, distributed, used
internally, posted on DOE’s website, or otherwise made publicly available. If
you continue to access this webinar and provide such audio or image
content, you consent to such use by or on behalf of DOE and the Government
for Government purposes and acknowledge that you will not inspect or
approve, or be compensated for, such use.
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Webinar Logistics

Issues with Connection or Audio?

Contact: wbhdg@nibs.org

@ Poll Everywhere

Call in for the best audio connection! Join presentation

Ensure your phone/computer is muted
throughout the webinar

Join

Slides will be sent prior to and following webinar

Questions will be addressed during Q&A breaks

— Send to all panelists in the Q&A window
www.pollev.com/Icrow118

— Didn’t have time for your question? Contact us
through the FEMP Assistance Request Portal
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https://www7.eere.energy.gov/femp/assistance/
http://www.pollev.com/lcrow118
mailto:wbdg@nibs.org

IACET-Certified Continuing Education Units (CEU)

To Receive IACET-Certified CEUs:
e Attend the training in full-no exceptions

* Within six weeks of the training (before September 20!):
— Complete the assessment (a minimum score of 80% is required)

— Complete an evaluation of the training

o,

Access the UESC Training Assessment and Evaluation

Day 1 - https://www.wbdg.org/continuing-education/femp-courses/femplw08092022

Day 2 - https://www.wbdg.org/continuing-education/femp-courses/femplw08112022

For logistical questions related to the webinar or evaluation, email Elena Meehan at elena.meehan@ee.doe.gov.
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FEMP Instructor Introductions

Tracy Niro Deb Vasquez Philip Voss Russ Dominy  Jeff Gingrich

Program Lead Technical Project Lead  Senior Project Leader Former Navy CO/KO Project Manager
FEMP Utility Program NREL NREL Boston Government Services NREL
DOE/FEMP

FEMPg  T*NREL

Federal Energy Management Program NATIONAL RENEWABLE ENERGY LABORATORY
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Training Agenda

Day 1 - Contracting

* Contracting Officer Responsibilities
 UESC Pricing Proposal Review

* Determining Price Reasonableness
 Contract Management

* Resources and Q&A

Day 2 - Technical Project Development
* Decarbonization Considerations

* Project Risks & Mitigation Strategies

* Performance Assurance Planning
 Resources and Open Discussion
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Day 1 Objectives

Upon completion of this course,
attendees will be able to:

* List key Contracting Officer responsibilities
for UESCs;

 Evaluate UESC proposals to ensure fair and
reasonable pricing;

 Develop audit-ready procedures for UESCs;

e Utilize FEMP resources—tools, templates,
training, and expertise—available for
developing a UESC.
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DOE Federal Energy Management Program

Mission
The Federal Energy Management Program (FEMP) works
with its stakeholders to:

* Enable federal agencies to meet energy-related goals
* |dentify affordable solutions
* Facilitate public-private partnerships

* Provide energy leadership to the country by identifying and leveraging
government best practices
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Performance Contracting

Since 1998, performance contracts have helped agencies
reduce costs, energy intensity, and GHG emissions of their facilities.

Over $11.45 billion in project investments awarded
(DOE ESPC IDIQ, ESPC ENABLE, UESC)
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Estimated over Estimated over Estimated over

41.9 trillion BTU 91,600 2.8 million

reduced annually job-years metric tons CO,e"
(direct jobs) reduced annually

*Using eGrid 2019 values, inclusive of awarded projects through FY2021
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2021 was a Record Year for UESC Investment

UESC Project Investments by Fiscal Year Awarded

$450
$400
$350
$300

$250

Millions

$200
$150

$100
) ||||| ‘||||I IIIII ||||| |||||| |||||
$

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

(@)

o

U.S. DEPARTMENT OF ENERGY OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY



FEMP Announcements and Upcoming Events

« Climate Smart Buildings Initiative:

— Will establish agency emissions reductions targets )

delivered through performance contracting
FACT SHEET: White House Takes Action

— Aims to increase investments from performance contracts on Climate by Accelerating Energy
1R Efficiency Projects Across
to $12 billion a year by 2030 Federal Government

STATEMENTS AND RELEASES

 New FEMP FAQs related to EA2020 Performance
Contracting Requirements |

— Federal ESPC Frequently Asked Questions on the Scope of e 5

to better meet ag,

42 U.S.C. § 8287 et. seq. (37-40) S

partnership with the private sector to upgrade

overnment-Wide Initiative Will Reduce Federal Energy

Costs, Create Jobs, and Cut Emissions
Today, the Biden-Harris Administration announced the

rnize Federal buildings

good-paying jobs,

. Through this

ing

Federal buildings — paying for today’s needed renovations

with tomorrow’s energy savings without requiring upfront

* Feds-Only Performance Contracting Workshop
(Aug. 10, 2022)
— Learn about Energy Act of 2020 performance contracting Read the full White House
requirements and strategies for meeting new energy goals Fact Sheet

— Register here
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https://www.energy.gov/sites/default/files/2022-07/espc_faq_42-usc-8287-0622.pdf
https://www.zoomgov.com/meeting/register/vJItfuCqqjkoHg3rKxc6Jh3UA0u-0PMzVlQ
https://www.whitehouse.gov/briefing-room/statements-releases/2022/08/03/fact-sheet-white-house-takes-action-on-climate-by-accelerating-energy-efficiency-projects-across-federal-government/

Energy Exchange 2022

° | |
) Ener
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f
Save the Date!
October 25-27, 2022 | Cincinnati, OH

 Theme: Advancing Federal Infrastructure through
Innovation

* Sessions on UESCs and other federal energy programs
* Includes Pre-Conference UESC Workshop on October 24
* For more information, go to: energy-exchange.com

CINCINNATI, OHIO
OCTOBER 25-27, 2022
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https://www.energy-exchange.com/

Federal Utility Partnership Working Group (FUPWG)

Save the Date!

May 3-4, 2023 | Washington D.C. area Visit the FEMP Website to
Sign Up for Updates

 Led by FEMP to cultivate lasting partnerships
between federal agencies and utilities for
improved energy and water management.

Ig’:"\

Federal-Utility Collaboration
e Seminars typically held once or twice a year

* Includes training and sessions led by industry
experts

* Knowledge sharing around new technologies, Presentations from
best practices, and approaches to achieving Past Seminars
energy goals
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@ < FEMP Advanced UESC Training Visual settings {:C:‘} Edit < >

@ Respond at PollEv.com/lcrow118

Have you attended a UESC training before?

Yes No

No Yes
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0 £ FEMP Advanced UESC Training Visual settings {@} Edit { p:

¢ When poll is active, respond at PollEv.com[lcrow118

What is your role as related to UESCs (contracting officer, energy manager, project facilitator, utility, ESCO, financier, etc.)

Ut Mo responses received yel. They will appear here...
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@ < FEMP Advanced UESC Training Visual settings {%} Edit 4 >

& When poll is active, respond at PollEv.com/lcrow118

Are you familiar with eProject Builder?

Yes - |'ve used it for a UESC ... Somewhat - I've heard of it bu... No - I've never used it

ed i® for a UESC ar ESPC
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What is a UESC?

A limited-source contract between a federal agency and serving
utility for energy and water infrastructure improvements.

Agency pays

Agency energy utility from b 8
and related cost savings

budget (normal money to

Utilit
appropriations) /\ y consfru:t
projec '

Utility

L h
oGt MG e
ﬂ = savings Utility

repays lender
from agency
payments

Energy improvements Utility constructs
create cost savings project using
for agency i i

financing
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Key Features of the Contract

Objective: Achieve energy savings & related benefits

 Energy Conservation Measures (ECMs) must produce
measurable energy, water, or demand reduction

* Multiple sites/facilities may be included in a single task order

* Performance Assurance Plan is required - may include O&M,
repair & replacement

 Contracts are firm-fixed-price
 Max contract term is 25 years (starting with contract award)

 Agencies may use 100% financing or any combination of
financing and appropriations

— Obtaining project financing is the utility’s responsibility

— Agency makes UESC payments through energy savings and/or
available agency funds

U.S. DEPARTMENT OF ENERGY OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY



Energy Conservation Measures (ECMs)

ECMs must produce measurable energy,
water, or demand reduction.

* Boiler and chiller upgrades * Electric motors/drives

* Energy management * Refrigeration
control systems « Renewable Energy
 Commissioning/Retro- Systems
commissioning « Water and wastewater
. Building envelope e FElectrical peak
« HVAC shaving/load shifting
e Chilled/hot water, steam * Rate adjustments
distribution « Appliance/plug load
e Lighting and lighting reductions
control improvements « Energy consuming devices

and support structures

U.S. DEPARTMENT OF ENERGY OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY



The UESC Project Development and Implementation Process

Acquisition * Agency effort to define the initial project scope and acquisition strategy

Planning

 Utility Selection
* Preliminary Assessment (PA)
* PA Review and Decision to Continue

Utility Selection &

PA

Investment Grade Audit (IGA) and Performance Assurance Plan
UESC Task Order and Award

Notice to proceed to final design and construction

Project
Development

. * Final Design and Construction
Implementation * Commissioning and Performance Verification
and Construction * Project Acceptance

Invoicing & Payments

Post-Acceptance _ _ _
Performance assurance services and reports as assighed in task order

Performance

U.S. DEPARTMENT OF ENERGY OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY
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Contracting Officer (CO) Responsibilities

Overall CO responsibilities for UESCs:

e Authorizes the federal agency to enter into, administer, or terminate
the contract

 May bind the Government only to the extent of the authority delegated
to them

 Ensures all requirements of law, executive orders, regulations, and all
other applicable procedures, including clearances and approvals,
have been met

* Ensure contractors receive impartial, fair, and equitable treatment

 Request and consider the advice of specialists in audit, law,
engineering, information security, transportation, and other fields, as
appropriate

* Designate and authorize in writing in accordance with agency
procedures, a contracting officer's representative (COR)

U.S. DEPARTMENT OF ENERGY OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY
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The CO plays a critical
role in keeping the

project on schedule
through timely reviews
of submittals and
consistent engagement
with the agency team.




CO Responsibilities: Acquisition Planning

e Acquisition
Planning Responsibilities:

* Review the acquisition history of supplies and services

* Ensure acquisition has a description of supplies, including, when
necessary for adequate description, a picture, drawing, diagram, or
other graphic representation

* Ensure acquisition plan is approved at levels commensurate with
agency procedures

Best Practices - Early engagement with site staff:
* Discuss/evaluate contracting options (UESC, ESPC, etc.)

* Form team early and ensure all reviewers/approvers are informed on
the procurement

U.S. DEPARTMENT OF ENERGY  OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY




CO Responsibilities: Utility Selection and PA

Responsibilities:

Utility Selection & * Notify eligible utilities of UESC opportunity - Letter of Interest
PA and Sources Sought Notice on SAM.gov

* Lead utility selection efforts

 Evaluate/select contract mechanism (AWC if available, BOA,
master agreement, other)

* Provide utility with Notice to Proceed for PA

* After PA review, issue Notice to Proceed for IGA or notify utility
that the site is not moving forward

U.S. DEPARTMENT OF ENERGY  OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY




CO Responsibilities: Project Development

Responsibilities:

* Participate in IGA kick-off meeting and progress reviews
— Includes regular status meetings and periodic workshops
— Engage legal and other reviewers as necessary

* Issue TO RFP and lead process to award:
— Determine fair and reasonable pricing and document price analysis

Project
e Development — Lead negotiations with utility and issue Price Negotiation Memorandum

— Coordinate with subject matter technical experts
— Ensure outstanding technical/price issues are addressed prior to award
— Issue/finalize J&A (when applicable)

* Award contract
— Provide award letter
— Congressional and public announcements

U.S. DEPARTMENT OF ENERGY
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CO Responsibilities: Implementation & Construction

Responsibilities:

* Participate in construction kick-off meeting

* Approve contractor submittals

 Coordinate with COR/construction manager on any changes
* Execute modifications (if any)

 Execute acceptance modification

G Implementation
and Construction

U.S. DEPARTMENT OF ENERGY OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY




CO Responsibilities: Post-Acceptance Performance

Responsibilities:
« Coordinate with onsite COR

— Verify completion of performance period services and performance
assurance activities

 Approve payment invoices
* Execute payment modifications
* Execute modifications due to contract changes (if any)

 Perform contract closeout procedures
— Notify utility that TO is physically complete (FAR 4.804-4)

— Complete equipment title transfer from utility if not transferred at
acceptance

e Post-Acceptance — Submit CPARs evaluation
Performance

U.S. DEPARTMENT OF ENERGY OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY
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UESC Proposal Contents

Technical information Pricing information

* Executive Summary/Project Overview * Task Order financial schedules
 ECM descriptions * Financing summary
* Energy, water, and cost savings * Supporting cost information

calculations by ECM

 Performance Assurance Plan
-  ECM Performance Measurement

- Operations, maintenance, repair and
replacement requirements and
responsibilities

- ECM training

* Project management plan
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UESC Pricing Review

Elements of UESC Pricing
Task Order (TO) Financial Schedules

Price Review Strategies

Determining Price Reasonableness

Disclaimer: It is not the objective of this training to provide definitive pricing
advice. Rather, DOE FEMP is providing best practices and educating on the components
that go into the pricing of these projects. Agencies should follow their agency-specific
guidelines and requirements for making price reasonableness determinations.
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Cost Elements of a UESC

* PA (typically provided at no-cost), IGA with Performance
Assurance Plan, and other costs through TO award

Project Development

Costs of Goods & Services * Direct construction costs by Energy Conservation Measure (ECM)

* Overhead & Profit for implementation expenses and performance
period services

* Financing procurement costs, interest

Performance-Period Services  Contract administration and performance assurance services

U.S. DEPARTMENT OF ENERGY  OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY



Implementation Price Impacts on TO Payments

Total Agency Payments Total Agency Payments
Over Contract Term Over Contract Term

140% 100% 121%
- -
100% Performance Period Service

80% 41.6%

60% 28.1% Financing-Related Costs

40% Implementation Price

20%

Avg. Implementation Price
plus 10%

—

0%

Data: Avg. DOE IDIQ ESPCs
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Pricing Review - Preliminary Assessment

A Preliminary Assessment (PA) is a high-level, broad energy assessment
(“Level | Audit”) to describe existing conditions and identify potential
energy efficiency, distributed energy and water opportunities

Utility Selection &
PA

Pricing Review Considerations
* Costs and savings in PA are very rough estimates

 Goalis to ensure general feasibility of ECMs

— Unrealistically low estimates: may determine later that high-
priority ECMs must be dropped

— Unrealistically high estimates: high priority ECMs may not
appear feasible

* Use of eProject Builder (ePB) is recommended to
summarize results
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Pricing Review - IGA and Task Order Proposal

The Investment Grade Audit (IGA) is a detailed engineering
analysis, design, and cost estimate that serves as the
technical foundation for the UESC task order proposal

Pricing Review Considerations

e Project * Includes ECM implementation costs, savings calculations, and
Development performance period costs (performance assurance activities)

 Goal is to determine final ECM package and ensure savings
exceed payments over the life of the contract

* Includes financing proposal (at least 3 bids recommended)

* Require use of ePB when possible

U.S. DEPARTMENT OF ENERGY  OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY




IGA Pricing and Supporting Details

IGA Price - summary of expenses for project
development through task order award

IGA Expenses

e Project * Field work for IGA
Development * Preliminary design activities (required to set project price)

* Project management
* Subcontracts (if any)
* Equipment for metering, monitoring, etc.

* Travel and expenses

U.S. DEPARTMENT OF ENERGY  OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY




Evaluating Costs Using Task Order Financial Schedules

Task order schedules are used to easily summarize
project data and provide answers to critical questions:

« What ECMs are in the project? e (a) (b) (c) (d)
- fechnology Ldiegory Implementation Cost | Mark-up (Overhead | Applied |Implementation Price
* How much does each ECM cost and save? " Diecy & rof) inceniives | PDF +[a%b] ¢
- Project Development Price (PDP)-Technical Energy Audit and Project Proposal $400,000
Building Automation
*  When and how much are payments? Systems/Energy Monagement 2,500,000 $500,000 $150000 | 52850000
« What will the price be to terminate the contract? crlerPlont Improvemen® e P | o] e
Appliance/Plug load reductions $1,000,000 $200,000 $1,200,000
May also be used to compare different project Electric Motors and Drives $],200,000 5240,000 $]50,000 SI,Z?G,ND
Scena rios- Distributed Generation $8,000,000 $1,400,000 $9,600,000
. . . Refrigeration $1.500,000 $300,000 $1,800,000
« How would an interest rate change impact a project?

« How would a capital contribution impact the project m
(reduce term, increase ECMs, benefit resilience, etc.)?

* How would project be impacted by additional

» v »
performance assurance services? ePrOjEClBUIlder

U.S. DEPARTMENT OF ENERGY  OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY




eProject Builder (ePB)

Secure web-based energy project tracking/reporting
* Free tool maintained by LBNL for U.S. DOE

 ePB enables contractors and their customers to securely:

Preserve and track project information in perpetuity
Develop project scenarios using standardized calculations

Output financial schedules, M&V reports, analysis on portfolio
of projects

Compare proposed projects against historical ones

e Utility (or ESCO) may populate data and submit
documentation for approval

« FEMP recommends use of ePB, but it’s important to check
your agency policy

U.S. DEPARTMENT OF ENERGY OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY
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eProjectBuilder

eprojectbuilder.lbl.gov

Need Help?
epb-support@Ibl.gov

On-Demand Training
ePB for UESCs: Enhancing Project
Comprehension and Transparency

with eProject Builder



https://eprojectbuilder.lbl.gov/
mailto:epb-support@lbl.gov
https://www.wbdg.org/continuing-education/femp-courses/fempodw067

Recommended TO Financial Schedules

Summary Summary of basic project information - Overall costs & financials, capitalization

Conceptual cost savings and payments in PA;

Cost Savings and Payments Detailed estimate of cost savings and payments in IGA/proposal

Implementation Pricing (by ECM) Installed cost, description, technology category and scope of each ECM
Performance Period Cash Flow Cash flow for every performance year

First Year Estimated Cost Savings by ECM Year 1 energy and cost savings for each ECM

Cancellation Ceilings In accordance with FAR Part 17.1 for multi-year contracts

Annual Dollar Savings Escalation Rates Escalation rate for each utility and all performance years
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Project Summary - Basic Project Information

Example Summary Information
ePB Summary Schedule

What should be included?

Total Implementation Price $20,200,000

PLUS Financing Procurement Price- * High-level snapshot of key project
capitalized construction period $400,000 . .

inferest ($)"* information

PLUS Financing Procurement Price- $20,000 — Contact information and general site
other expenses ($) o

LESS Implementation Period $200,000 characteristics

e Tl s ' — Project capitalization summary and overall
Total Amount Financed (principal] $20,420,000 ) P u y
Bonded Amount $15,400,000 costs

start dd?j’re of Performance Period 5/28/2022 _ Financing summary

Project Financial Summary

Overall savings (energy and water)

ﬁgpﬁ;‘j“‘mme‘j Energy Savings 45,292 « Backup information should be provided in
Annual Estimated Water Savings 90.000 accompanying task order financial

(kGall :

Total Estimated Cost Savings $32,041,581 schedules

Total Guaranteed Cost Savings $0

Total Payments $30.4621,647
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Annual Cost Savings and Payments

Example Annual Costs & Payments
ePB schedule 1u

(a) ()
Implementation Period : -
Estimated Cost Savings® Paymenis* H
(Year0) $200,000 $200,000 What ShOUId be IHCIUded?
Performance Period » . Annual Dollar Savings Retained
(Year) Estimated Annual Cost Savings Annual Payments . .
by Cust

- a— a— B  Implementation/construction
2 $2,323,979 $2,323,978 $1 . .
3 $1.32508 31328047 3 period cost savings and payments
4 $1.364,003 51,364,002 31
9 $1,400,944 $1,400,943 $1
5 $1,438,897 $1,438,896 51 ° I
E baseey aEeg : Performance period annual cost
8 $1.517.956 $1.517.955 31 H
; AR EAIE A savings and payments (for each
10 $1,601,414 $1,601,413 %1
17 $1,644,870 51,644,869 5] year Of Contract)
12 $1,689,521 51,689,520 31
13 $1,735,398 $1,735,397 %1
14 $1,782,538 $1,782,537 $1 ° H H
= L= e c Annual savings retained by agency
16 $1.880.744 $1.880.743 $1
17 $1.931.884 51,931,883 31
18 $1,984,433 $1,984,432 %1
19 $2.038,430 $2.038,429 $1

Total Pedformance Period: 531,841,581 531,841,582 519
Total Implementation & Pedformance Period Total Payments {c+f)

532,041,562
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ECM Implementation Pricing

What should be included?

Typical Direct Implementation « Individual ECM name/number
Costs for UESCs

* Final design

* Direct implementation cost

«  Project Management * Mark-up (overhead and profit)

* Sub-contractor costs * Incentives (when applicable)
e Utility self-performed work

e Other direct purchases _
Back-up detail for all costs should be

included in price proposal (detail for labor,
materials, all other direct costs)

 Performance and payment bonds
e« Commissioning and training
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ECM Implementation Pricing - Example

Example - ePB Schedule 2a
(a) (b} (c) (d)
ECM
ECM - Technology Category® ECM No. ECM Description — Title* ECM Size Coverage | Llocation
[72) Implementation Cost | Mark-vp (Overhead &| Applied Implementation Price
(Direct)* Profit) Incentives PDP + [a+b] - ¢
Project Development Price (PDP)-Technical Energy Audit and Project Proposal $£400,000
Building Automation 499 SF 3000 13
Systems/Energy Management 143 Building EMIS ) &0.00% e $2,500,000 S500,000 $150,000 52,850,000
\ points 101,150
Control Systems (EMCS)
. ' Plants ¥ and 101,150,
Chiller Flant Imprevements 122 Three ?00-tcn centrifs 7 40.00% 175 200 $2,600,000 5520,000 $240,000 52,840,000
T3,
Appliance/Plug load reductions |A-8 Misers, computer equipment | 3200 ponts 20 00% 101,150, $1.,000,000 5200,000 51,200,000
Electric Motors and Drives 191 WFDs 1860 drives 100.00% 101,130 $1,200,000 5240,000 $1.50,000 51,290,000
T3,
Distributed Generation DE23 CHP FO0kowar 100.00% 101,150, $8,000,000 51,400,000 59,600,000
: R
Refrigeration R-9 Upgrade and replace 43refig | yo000% | 101,150, $1,500,000 $300,000 $1,800,000
refirigeration units units o
TOTALS: 514,800,000 53,340,000 5540,000 520,200,000

U.S. DEPARTMENT OF ENERGY
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Performance Period Pricing

Example - Year 1

: : . o
Performance Period Expenses What is typically included?

(from eFB Schedule'3) « Management/Administration costs
Management/Administration : $25,000 . . .
Operation $30,000 * Operations and Maintenance (labor/materials,
Maintenance $5,000 if assigned in TO)

Fepair and Replacement

Ferformance Assurance i * Repair and Replacement (labor/materials)

Other PP Expense 1: Other $300

Sl e o 3300 « Performance assurance services assigned in TO
SUBTOTAL Befors Application of $92,800

Mark-up ' .

Mark-up (Overhead & Profit %) 20.00% ° Mark-up (Overhead and prOflt)

Mark-up (Overhead & Profit-$) . $18,540.00

'I!ETAL Performance Penod Price $111,340

U.S. DEPARTMENT OF ENERGY  OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY



Annual Cash Flow

Example - Performance Period Cash Flow (ePB Schedule 3) Years 13-25 not visible

Implementation

Term (year) . 1 2 3 4 5 & 7 8 9 10 11 12 Totals
Period (Year O

Principal Repayment $423,055 $1,505,599 $556,404 $409,932 $4646,305 $725.653 $788,109 $853.807 $922,899 $995,529 $1.071,854 $1.152,041 $20,420,000
Performance Pericd Incentives

Debt and Other Payments $50.000 $1,000,000 $1,050,000

Service/Performance|Dollar savings retained by
50,000
Pociod Paymonts |cottomer 3 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

Interest ($) $435.093 $615,983 $595.034 $547,227 $490.835 $459,137 $424,945 $388.132 $7.383.795

Total Debt Service (a) $2.140,692 $1.172,387 $1,204,966 $1,272,880 $1,344,642 $1,382,036 $1,420,474 $1,459,986 $27,803.795

Operation $30,000 $31,212 $31,835 $34,460 $35,149 $35,852 $36,569 $37,300 $773,487
NMaintenance $5,000 $5,202 $5,306 $5.743 $5,858 $5.975 $6,095 56,217 $126,513
Repair and Replocement $0 $0 $0 $0 $0 $&5,000
ement and Verification $32,000 $36,759 $37,494 $38,244 $39,009 $39,789 $825,090
Performance Period |2ther PP Expense 1: Other $300 $300 $300 $300 $300 $300 $56,300
Eot Other PP Expense 2 Other $500 $500 $500 $500 $500 $500 $500 $500 $500 $500 $500 $500 $10,500
i:"ffj:l- Before Application of $92,800 $94,640 $96,517 $98,431 $100,384 $102,375 $104,406 $106,479 $108,592 $110,748 $112,948 $115,191 $2,453,881
Mark-up (Overhead & Profit %) 20.00% 20.00% 20.00% 20.00% 20.00% 20.00% 20.00% 20.00% 20.00% 20.00% 20.00% 20.00%
Mark-up (Overhead & Frofit-§) $18,560.00 $18,928.00 $19,303.00 $19,686.00 $20,077.00 $20,475.00 $20,881.00 $21,296.00 $21,71800 | $22,15000 | $22.59000 | $23,038.00 $490,777
TOTAL Psrformancs Period Prics $111,360 $113,568 $115,820 $118,117 $120,461 $122,850 $125,287 $127.775 $130310 $132,898 $135,538 $138,229 $2,944,658

b

TOTAL - ANNUAL PAYMENTS

(a)+(b) $200,000 $1.221.218 $2,254,260 $1,288,207 $1.323,083 51,358,916 $1,395.730 51,433,555 $1.472.417 51,512,344 $1,553,372 $1,595,524 $1.638,835 $30,621,647

(Performance
Period)

Debt Service Performance Period Expenses

Annual principal and interest payments Management/Administration costs

Planned one-time payments (ex.- avoided equipment Operations and Maintenance
replacement costs) Repair and Replacement

Performance period incentives (ex.- demand response Performance assurance services assigned in TO
payments)

Mark-up

U.S. DEPARTMENT OF ENERGY OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY




Annual Estimated Cost Savings by ECM

Example - First Year Estimated Cost Savings (ePB Schedule 4)

= -
ECM Baseline Energy and Non-energy Consumption 3] b2 cl c2 di d2 ela e2a e2b 2?;3;4}2:) b2+c2+d2 h i i 1= g+itj+k m n=mil
et | yezateZb
elb
. Other
. Baseline . . . . . Dther Dther N Total .
Base!lr!e electricit Baseline Baseline Use: Elecuic Electic Elecuic | Flectric Natural gas | Natural gas| Savings Savings Savings Total energy Water Water | D&M cost Estimated Implementatio | Simple
ECHM . electricity natural 3 ) energy energy demand | demand . : Type 2 energy . . 3 annual cost i
Short Description Heating Oil - . N y savings savings Type 1. Type 1 - cost savings | savings | savings . n price Payback
Number use gas use savings savings savings | savings A . d | Purchase | savings N savings
demand Heating Oil| Heating Oil d Steam savings
[k'Whiyr] | (kWimo] |(MMBrulyr) [MMEBtulyr] [k'wWhiyr) [$1yr] [kW!mo) [$1yr) [MMBrulyr) [$lyr) [MMBtulyrl [$1ur] [$lyr] | (MMBtulyr] [$ur] [Kgallur] [$lyr] [$lyr] [$lur] $ [years]
roject peuelopment Frice [POP)-Technical Energy Audit $500,000
nd Project Propasal
143 )Building EMIS 37.047 37.042 1,600,000 $120,000 $30,000 [8.300] -$43.600 3,100 $30,000 $40.000 5,253 #130.200 $130.200 $2.850.000 14.35
12.2 | Three 300-ton centrifs 3,150,000 1.000.000 £73.000 $15.000 3412 #90,000 $30.000 $2,560.000 3178
f-5 | Misers, computer equipment 15,356,000 1.200.000 £50.000 3,000 4,034  $50,000 $40.000 $120,000 $1,200,000 10.00
131 JVFDs 11,666,000] 500 20,000 30,000 300,000 £60.000 50 $1,500 710 $4.260 1,065 $13.435 $23,233 4 546  $108, 758 $108, 755 $1,230,000 1186
0G-23 |CHP 7,000,000 $450,000 $75,000 1432 £75.000 25,316] $600,000 $600,000 $3,600,000 16.00
RB-3 Upgrade and replace refiiger ation units 400,000 $30.000 1,365  #30.000 20,000 #120,000 $150.000 #1.800,000 12.00
TOTALS: 36,362,000 500 o7.047 67,042 $12,100,000| $815.000 3.050 | $121.800 -7.990 -$45,540 11,537 $144 435 | $63.233 | 45,292 |$1.098.365| 20,000 | $120.000 | $40,000 | $1.255,968 | $20.200.000 16.04

U.S. DEPARTMENT OF ENERGY

Individual ECM hame/number
Baseline energy and water use

What should be included?

Energy and water savings
— Electric (kWh/yr and $/yr)
— Natural gas (MMBtu/yr and $/yr)
- Water (Kgal/yr and $/yr)

OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY

Related O&M savings
Other non-energy cost savings

Total estimated annual cost savings ($/yr)

ECM Simple payback (implementation price

+ annual cost savings)




Cancellation Ceilings

Cancellation ceilings establish the maximum termination liability for a specific

time period (year and month of contract)

Includes remaining principal of total amount financed plus any prepayment charges

End of Pedformance

Period (Yeur) 1 2 3 4 5 8 7 8 9 10 1 12

Project Acceptance $1,409000 | $1.338550 | $1.271,623 | $1.208,04] $1,147,639 | $1,090.257 | $1.035744 §983,957 £934,759 £388,021 £843,420 £801,437
1 $1,268.100 | $1.204,695 | $1,144450 | $1.087.237 | $1.032875 £981,232 $932,170 $885,562 £841,283 $799,219 £759,258 $721,295
2 $1,141,290 | $1.084226 | $1,030014 £978,514 £929,588 £883,108 $838,953 $797,005 £757,155 $719,297 $683,332 $649,166
3 $1,027,141 £975,803 $927,013 $880,462 £834,629 £794,798 755,058 $717,305 $681,440 $447,348 $614,999 $584,247
4 £924 445 £878,223 $834,312 £792,594 $752.9846 £715,318 $479,552 $445,574 $613,294 £582,631 £553,499 $525,804
5 $832,000 $790,400 $750,880 $713,334 $477,670 $643,786 $411,597 $581,017 £551,984 £524,348 £498,149 $473,242
6 $748,800 $711,340 $475.792 $642,003 $409,903 $579,407 $550,437 $522.915 $494,749 $471,931 $448,334 $425918
7 $673,920 $640,224 $408,213 £577,802 £548,912 $521,467 $495,393 $470,604 $447,093 £424,738 $403,501 $383,324
g $508,528 $576,202 $547,392 $520,022 $494,021 $449,320 $445854 $423,551 £402,383 £382,244 $353,151 $344993
E] £545875 £518,582 $492,653 $448,020 $444,619 $422,388 $401,259 $381,205 £362,145 £344,038 $324,834 $310,494
10 £491,268 $466,724 $443,387 $421 218 $400,157 £380,149 $351,142 $343,085 $325,930 £309,634 $294,152 $279.445
11 £442159 $420,051 $399,049 £379,094 $340,141 $342,134 $325,028 $308,774 $293,337 $278,671 $264.737 $251,500
12 £397,.943 $378,044 $359,144 £341,187 $324,127 $307.921 $292.525 $277,899 $264,004 £250,803 $238,243 $224,350
13 358,149 340,241 323,229 307,068 291,715 277,129 263,272 250,109 237,603 225723 214,437 203,715
14 322,334 306,217 290,906 276,361 262,543 249,414 236,945 225,098 213,843 203,151 192,993 183,344
15 290,101 275594 261,816 248,725 236,289 224,474 213,251 202,588 192,459 182,838 173,694 165,009
16 241,091 248,034 235,634 223,853 212,660 202,027 191,926 182,329 173,213 164,552 158,325 148,508
17 234,981 223,232 212,071 201,467 191,394 181,824 172,733 164,096 155,892 148,097 140,692 133,857
18 211,483 200,909 190,844 181,321 172,255 163,642 155,440 147,687 140,302 133,287 124,623 120,292
12 190,335 180,818 171,777 163,188 155,029 147,278 139,914 132,518 124,272 115,959 113,981 108,263
20 171,302 162,736 154,600 148,870 139,526 132,550 125,922 119,626 113,845 107,543 102,565 97,436
21 154,171 144,443 139,140 132,183 125,574 119,295 113,330 107,664 102,280 97,166 52,308 57,693
22 138,754 131,817 125,226 118,564 113016 107,365 101,997 96,897 92,052 87,450 83,077 78,923
23 124,879 118,635 112,703 107,068 101,715 98,429 91,797 57,208 52,847 78,705 74,770 71,031
24 112,391 106,771 101,433 £96,361 $91,543 84,766 82,618 78,487 74,562 70,834 47,293 43,928
25 £101,152 $96,094 $91,290 £84,725 $82,389 $78,269 £74,356 $70,638 $67,106 $43,751 $60,563 £57,535

Example - Cancellation Ceilings Table (ePB Schedule 5)

DEPARTMENT OF ENERGY  OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY




Escalation Rates

U.S. Energy Information Administration: Average Retail Prices of
Electricity

 Agency typically accepts energy price risk iy

12

 Down sides to both over- and under-estimating
— Over-estimates: payments > savings

10

— Under-estimates: reduce scope, longer term

®» Reduced scope leaves site more exposed to increases in
energy rates 2

Cents per Kilowatt-hour

= |onger term leads to greater interest costs 0

1960
1962
1964
1966
1968
1970
1972
1974
1976
1978
1980
1982
1984
1986
1988
1990
1992
1994
1996
1998
2000
2002
2004
2006
2008
2010
2012
2014
2016
2018

 Solution = Energy Escalation Rate Calculator

(EERC)

— Calculates average escalations given location _ _
and term of contract “Conservative” escalation

rate is an accurate one -
NOT an artificially low one

e Residential Commercial e |ndustrial

— Standard for setting escalation rates for federal
performance contracts

U.S. DEPARTMENT OF ENERGY  OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY


https://pages.nist.gov/eerc/

Evaluating Utilities and Escalation Rates

|4 EERC — O *
File Help
Percent of Energy Cost Savings
Fuel Type Weight (%)
Coal ]
Distillate il 0
ot O “ « Al t ted f
Natural Gas 100 energy ypes accoun e Or
Residual 0 ..
Total 100 — Electricity, natural gas, water, sewer, propane, etc.

Fuel Rate Information

 Baseline utility rates properly documented

Location: |FL |+

or: ® Commercia . c
- @L“mm | e Escalation rates appropriate and
documented
Contract Term
Start Date: 2020 | =
Duration: 18 | »

Carbon Pricing Policy
Policy Option: |MNo carbon price -

Annual Energy Escalation Rate

Inflation Rate (%): 2.20

Real: 1.53
Nominal: 3T

U.S. DEPARTMENT OF ENERGY OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY



Don’t Hesitate to Ask Us Questions!

Send questions to all panelists in the Q&A window
Or submit your questions through the FEMP Assistance Request Portal

U.S. DEPARTMENT OF ENERGY  OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY 51


https://www7.eere.energy.gov/femp/assistance/

Enjoy the Break!

(We'll resume shortly)




@ < FEMP Advanced UESC Training Visual settings {%} Edit 4 >

& When poll is active, respond at PollEv.com/lcrow118

When should a contracting officer begin participating in UESC discussions
with site staff?

a. When the UESC task order is... b. After the site selects a ut... . During the acquisition plan... . d. After the utility completes. ..
d. Alhter the utility completes a preliminary assessment &. When the UESC task onder is ready o be awanded
. During the acquisition planning procass B After the site selects a utility partner

U.S. DEPARTMENT OF ENERGY  OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY




0 < FEMP Advanced UESC Training Visual settings {:C:‘} Edit < >

& When poll is active, respond at PollEv.com/lcrow118

What is the name of the secure, web-based system developed for the
Department of Energy to easily summarize project data and develop task
order financial schedules?

a. eProposal Builder  b. eProject Builder c. eProject Book  d.Federal Compliance
Tracking System

U.S. DEPARTMENT OF ENERGY  OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY



@ < FEMP Advanced UESC Training Visual settings {%} Edit 4 >

& When poll is active, respond at PollEv.com/lcrow118

eProject Builder TO Schedules are the exact same for UESC and ESPC and
can be used interchangeably?

True

False

U.S. DEPARTMENT OF ENERGY  OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY
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Pricing Evaluation

Contracting Officer’s Responsibilities:

* Responsible for determination of fair and reasonable pricing

« Establish pre-negotiation objectives before negotiation of any pricing action
* Lead negotiations (if required)

 Documents the contract file with principal elements of negotiated agreement

U.S. DEPARTMENT OF ENERGY OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY




Fair and Reasonable Pricing

* Applies to all price components (ECMs, performance-period services, and
financing costs)

* Adequate price competition necessary for CO to exempt a firm-fixed-price
contract from requirement of certified cost and pricing data (FAR 15.403-1)

 CO may request advice and assistance of other experts to ensure appropriate
analysis is performed

* Obtain necessary documentation from utility to make reasonableness
determination

Where lack of legislation or other authority, FAR requirements apply.
For pricing of UESCs : FAR 15.404 (Proposal Analysis)

U.S. DEPARTMENT OF ENERGY OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY



Supporting Information from Utility on Pricing

* Agency specifies required level of detail
— Project development costs
— Implementation-period pricing
— Performance-period expenses

 Utility Price Proposal
— TO financial schedules

— Subcontract pricing is valuable information
= Agencies should require information on competition of subcontracts (3 bids recommended)

= FAR 15.404-3 requires utility analysis of subcontract prices included in proposal

— Price build up for cost elements (if other price analysis techniques are insufficient)

U.S. DEPARTMENT OF ENERGY OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY




Review Strategy

e Start with TO financial schedules
— Pricing summarized in financial schedules

* Look for reasonableness, consistency, and back-up documentation on:
— ECM implementation price
— Performance-period expenses
— Financing, financing procurement price

* Verify total price is complete and reflects appropriate implementation costs

 Make sure performance-period services are consistent with Performance
Assurance Plan requirements

U.S. DEPARTMENT OF ENERGY  OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY




Proposal/TO Pricing Review

Costs must be transparent, and should be traceable

Follow agency policies and procedures for price reasonableness assessment
— Review prime contractor analysis of subcontract pricing (FAR 15.404-3)

Document results of analysis

Open communication is critical
— Within review team and with utility

U.S. DEPARTMENT OF ENERGY OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY




Price Analysis Methods - FAR 15.404-1(b)(2)

Comparison of proposed prices received in response to the utility’s solicitation
* First preference in FAR, but UESC is with one prime contractor (utility)
 Competition of subcontractors for best value

* Review prime contractor analysis of subcontract pricing (FAR 15.404-3)

Comparison of proposed prices to historical prices paid
* Must ensure apples to apples comparison

* Prior price must be valid basis for comparison

* May require adjustments to account for differences

* Escalate specific prices to current dollars

U.S. DEPARTMENT OF ENERGY OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY




Price Analysis Methods (cont’d)

Parametric estimating application of rough yardsticks

« Ex: $/MBtu (boilers), $/fixture (lighting), $/ton (chillers), etc.

* Extension of comparing past prices/cost estimating relationships

e Site or agency data from previous projects preferred

e Prices not always transferable due to equipment size, location, site specific requirements

Comparison with competitive published price lists, market price similar indexes
* May require significant adjustment for direct comparison

Comparison of proposed price with Independent Government Cost Estimate (IGCE)

« RSMeans or similar method for specific ECMs
* Requires estimator to have complete proposal, understand scope

U.S. DEPARTMENT OF ENERGY OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY




Price Analysis Methods (cont’d)

Comparison of proposed prices with prices obtained through market research from
same or similar items

* May not provide valid comparison due to site specific variances

* May be helpful in combination with parametric estimating tools (i.e., $/kW, $/tons cooling, etc.)

Analysis of data other than certified cost or pricing data provided by the offeror
e Often requires analysis of individual cost elements

* Focus on large item costs, obtain pricing detail on remaining items sufficient to determine fair and
reasonableness

* May require technical support for individual elements

U.S. DEPARTMENT OF ENERGY OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY




Cost Analysis and Technical Analysis

* Review separate cost elements and detailed backup provided by utility
— Required to analyze ECMs if no other data to provide comparison exists or applicable

* Require minimum information from utility needed to determine price
reasonableness

 CO may seek opinion of individuals with specialized knowledge of equipment or
services being procured

— Labor mix and effort

— Equipment selection and sizing

— Construction period timeline

— Performance period requirements

U.S. DEPARTMENT OF ENERGY  OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY
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Price Competition - Start with ECM Pricing Summary

(a)

(b)

(c)

(d)

ECM
ECM - Technology Category™® ECM Nao. ECM Description - Title* ECM Size Coverage | Llocation
(%) Implementation Cost | Mark-up (Owverhead &| Applied Implementation Price
(Direct)* Profit) Incentives PDP + [a+b] - ¢
Project Development Price (PDP)-Technical Energy Audit and Project Proposal $&00,000
Building Automation 499 SE 3000 13
Systems/Energy Management 143 Building EMIS ) &0.00% S $2,.500,000 S500,000 $1.50,000 52,850,000
, points 101,150
Control Systems (EMCS)
. i Plants ¥ and 101,150,
Chiller Plant Imprevements 122 Three 00-ton centrifs 7 40.00% 175 200 $2,500,000 S520,000 $240,000 52,840,000
T =
Appliance/Plug lood reductions |A-8 Misers, computer equipment | 3200 ponts 20.00% 101,150, $1,000,000 5200,000 51,200,000
Electric Motors and Drives 19.1 WFDs 180 drives 100.00% 101, 150 $1,200,000 5240,000 $150,000 51,290,000
T =
Distributed Generation DG-23 CHP 700k 100.00% 101,150, $8,000,000 51,400,000 59,400,000
X . Upgrade and replace 45 refrig LS
Refrigeration B-% = . i i 100.00% 101,150, $1,500,000 5300,000 51,800,000
refirigeration units units o e
TOTALS: 516,800,000 53,340,000 5540,000 520,200,000

U.S. DEPARTMENT OF ENERGY

OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY




Review Subcontractor Competition

Utility should provide details of subcontractor bids and selection rationale
* List of companies requested to bid
e Summary chart (example below)

* Detailed bid letters from each

* Rationale for best value to government if not selecting low bid

Subcontractor

Example Subcontractor Bid Summary

Engineering /

Removal /

Name Business Type Equipment Consultants Installation e P&P Bond TOTAL
Chiller Sub 1 Large $1,687.000 - $395,000 $95,000 $32,655| $2,209,655
Chiller Sub 2 Smalll/Disadyv $1,480,000 $108,000 $297,000 $88,000 $29.595| $2,002,595
Chiller Sub 3 Small $1,140,000 $75.000 $370.,000 $55.000 $24,600| $1,664,600
Chiller Sub 4 Small WO $1,560,000 $94,000 $324,000 $83,000 $30,915| $2,091,915

U.S. DEPARTMENT OF ENERGY

OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY




Costs Must be Traceable

Transparency and traceability help keep the review process moving!

For each ECM:

* Selected subcontractor bid + other utility costs for installation must add
up to ECM’s proposed implementation cost

— Supporting details should be provided for costs to complete ECM design and
installation, post-installation performance verification, commissioning, and training

— Only require information needed to make price reasonableness determination

* Any other utility costs included in markup should be transparent

U.S. DEPARTMENT OF ENERGY OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY




Example 1: Parametric Estimating - Chillers

FAR 15.404-1: “Application of rough
yardsticks...”

* Agency’s previous chiller project costs:
— $176,000 to replace 200-ton chiller
— $392,000 to replace 800-ton chiller

 Based on this info, what’s a
reasonable price for 500-ton chiller?

U.S. DEPARTMENT OF ENERGY OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY
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Comparison with Similar Projects

Price Comparison - LED Lighting
(Similar Scope, Size, Location, and Date)

$10,000,000 =
a n n
DE‘ « Datafrom previous agency prOJects
z #L000000 EH;SE‘ — May include appropriations, UESC, ESPC, other
T% . oo = funding sources
-E $100,000 D‘mg AA — Use same region and similar facilities
g . — Ensure same technology used for comparison
= a 0 ESPC Projects
= $10,000 - 5 ‘EFP A Appropriations-funded projects e FEMP may be able tO Su pport
= Your Project anal)’SiS
$1,000
10,000 100,000 1,000,000 10,000,000 100,000,000

kWh savings per year

U.S. DEPARTMENT OF ENERGY OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY




Supporting Information - Construction

'

l " |

U.S. DEPARTMENT OF ENERGY OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY

Implementation Period Pricing -

Summary of design and construction

pricing allocated per ECM

Equipment and material costs (major
components broken out separately)

Final design

Project management

Installation labor

Startup and commissioning

O&M training (labor)

Post installation performance verification
Overhead and profit

72



Supporting Information - Performance Period

Performance Period Pricing - Summary of performance period expenses
* Project management, contract administration (labor)
* Operations (if required)

 Maintenance (labor/materials)

 Repair and replacement (labor/materials)

 Performance Assurance (performance
verification, recommissioning, etc.)

* Training (labor)
* Overhead and profit

U.S. DEPARTMENT OF ENERGY OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY



Performance Period Pricing (UESC)

Example - Performance Period Cash Flow (ePB Schedule 3)

Debt

Service/Performance

Period Payments

Performance Period

Expenzes

Annual Caszh Flow
(Performance
Period)

Term (year)

Frincipal Fepayment

Performance Pericd Incentives
and COther Payments

Dollar savings retained by
customer

Interest (§)

Total Debt Service [a)

Management/Administration

Operation

Maintenance

Fepaoir and Replocement

Measurement and Verification

Other PP Expense 1: Other

Crther PP Expense 2: Other

SUBTOTAL Befare Apphcation of
Mark-up

Mark-vp {Overhead & Profit 72)

Mark-up [Overhead & Profit-§)

TOTAL Perforrmmance Penod Prics
(b}

TOTAL - ANNUAL PAYMENTS
(a)+(b)

Implementation

5200.000

1 2 3 4 5 6 7
$423,055 $1,505,599 $556,404 $409,932 $466,305 $725,453 $788,109
$50,000 $1,000,000
$50,000 $0 $0 $0 $0 $0 $0
$484,803 $435,093 $415,983 $595,034 $572,150 $547,207 $520,159
$1,109,858 $2,140,692 $1,172,387 $1,204,966 $1,238,455 $1,272,880 $1,308,248

$25,000

$25,500

$£26,010

$24.530

$27.081

$27.602

$28.154

$30,000

$30.600

$31.212

$31,836

$32,473

$33.122

$33.784

$3.000

$3.100

$3.202

$3.306

$3.412

$3.520

$3.630

$0

$0

$0

$0

$0

$0

$32,000

$32.640

$33,293

$33,259

$34,633

$35,331

$36,038

$300

$300

$300

$300

$300

$300

$300

$500

$500

$500

$500

£500

$500

$500

$92,800

$94,640

$94,517

$98,431

$100,384

$102.375

$104,406

20.00%

20.00%

20.00%

20.00%

20.00%

20.00%

20.00%

$18,540.00

$18.928.00

$19.303.00

$19.684.00

$20,077 .00

$20,475.00

$20,881.00

$111,340

51,221,218

$113,548

52254260

$115,820

51.288,207

$118.117

51.323.083

$120,461

51.358,914

$122,850

51.395.730

$125,287

51,433,555
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Review of Performance Period Pricing

e Start with year 1 proposed price
* Review supporting information, alighment with year 1 activities

 Ensure O&M, R&R costs consistent with level of effort described in
performance assurance plan

* Ensure performance assurance costs are consistent with plan
— Parameters agreed to in final proposal are monitored throughout performance period
— Price reflects level of effort in performance assurance plan

 Ensure major repairs accounted for throughout performance period (if
required by TO)

* Performance period services may differ by ECM

« Compare to other UESCs or ESPCs with similar ECMs

U.S. DEPARTMENT OF ENERGY  OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY
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Financing Review
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Financing Selection Review

Utility should Require Utility

solicit at least comparable selection with

agency review

3 financing financing
offers offers

Investor Deal Summary (IDS)
Standard Financing Offer (SFO)

* Review Investor Deal Summary (IDS)* to ensure accuracy

 Review Standard Financing Offers (SFO)* and utility financier selection
— Utility selects financier based on best value
— Agency CO reviews

*Use of IDS and SFO is recommended for UESCs but not required

U.S. DEPARTMENT OF ENERGY OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY



https://www.energy.gov/eere/femp/downloads/2008-investor-deal-summary-template-idiq-attachment-j-11
https://www.energy.gov/eere/femp/downloads/standard-financing-offer-template-idiq-attachment-j-12

Financing Selection Review (continued)

 Ensure all finance costs have no
utility markup added

* Understand details of financing
to ensure best value Costs &

Financials

 Get help as needed
— Ask questions of the utility

— Ask your Project Facilitator or
contact a Federal Project Executive
for assistance

Finuncing Terms

Applicable Fnancial Index

Like-term Treasury bond

Performance Period [years) 19
Index Rate® 2.00%
Added Premium (adjusted for tax 1.50%
incentives)® )
Project Interest Rate [sum of two 3.50%
above inputs) )
Financing lssue Date

(mm/dd/yyyy] 5/28/2021
Project Award Date (mm/dd/yyyy)* 5/28/2021
Effective Through [mm/dd vy

Primary Type of Financing (choose Loan (Utility]
from list)

secondary Type of Financing "
[choose from list] Appropriation/Cash
Payment Timing*® Beginning

U.S. DEPARTMENT OF ENERGY  OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY




What is Financed?

* Project development costs (IGA)
— Unless paid for separately

e ECM costs
— Equipment, installation, and commissioning, incl. mark-ups

* Financing procurement price (FPP)
— Pass-through fee charged by financier
— Includes construction-period interest (majority of FPP)
— Accounts for effort to arrange financing

 Minus any up-front payments (usually at project acceptance)

— Construction period savings, incentives (e.g., from utility), agency
capital contribution

U.S. DEPARTMENT OF ENERGY OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY

Services

Project
Investment
(Principal)




Components of the Interest Rate

* |ndex interest rate — largest component Total Interest Rate

— Represents prevailing cost of money in long-term
borrowing market

— Based on U.S. Treasury rates
— Changes day to day

* Premium — basis points added to index rate (1%
= 100 basis points)
— Financier’s costs (legal fees, administration, etc.)

— Financier’s perception of risk (main factor)

* Finance costs are pass-through - no markup or Web sources for rates:

fees by any other name! *  www.bloomberg.com
« www.federalreserve.gov/
releases/h15/current

U.S. DEPARTMENT OF ENERGY OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY



http://www.bloomberg.com/
https://www.federalreserve.gov/releases/h15/

FEMP Financing Resources

* |nvestor Deal Summary: format for summarizing project
and soliciting financing offers

» Standard Financing Offer: format for financing offer

 Guidance Regarding Refinancing, Restructuring, or
Modifying Loan Agreements Entered into by an ESCO
Under a Federal ESPC: guidance on refinancing
performance contracts

On-Demand Training
Financing For UESCs: Ensuring The
Best Value For The Government

U.S. DEPARTMENT OF ENERGY OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY


https://www.energy.gov/eere/femp/downloads/2008-investor-deal-summary-template-idiq-attachment-j-11
https://www.energy.gov/eere/femp/downloads/standard-financing-offer-template-idiq-attachment-j-12
https://www.energy.gov/eere/femp/downloads/guidance-regarding-refinancing-restructuring-or-modifying-loan-agreements
https://www.wbdg.org/continuing-education/femp-courses/fempodw070
https://www.wbdg.org/continuing-education/femp-courses/fempodw070

Putting it All Together
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Putting It All Together

* Price Negotiation Memorandum (FAR 15.4 06-3)

— Memorializes results of price analysis
— Establishes government’s initial and final negotiation positions
— Needed to prepare for negotiations

* Elements of the Memorandum
— Purpose of the negotiation
— Name, position, and organization of all participants
— Statement with exception to requirement for certified cost/price data

U.S. DEPARTMENT OF ENERGY OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY




Putting It All Together (cont’d)

 Summary of Contractor’s proposal
— Table with all major cost elements
— Details and analysis of each element including price breakout for each ECM
— Government’s negotiation objective/position
— Where based on cost analysis, summary shall address each major cost element

— When based on price analysis, summary to include source and type of data used to
support determination

* Significant facts/considerations controlling establishment of pre-negotiation
objectives and negotiated agreement

» Basis for profit or fee pre/post negotiation (FAR 15.404)

 Documentation of fair and reasonable pricing

U.S. DEPARTMENT OF ENERGY  OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY



Price Review Strategy Summary

« Step 1 - Assess quality and completeness of price data, starting with
financial schedules

» Step 2 - Use benchmarking or parametric analysis where possible

» Step 3 - Analyze cost elements of items if competition, benchmarking,
other analysis techniques unavailable

« Step 4 - Document analysis results, develop pre-negotiation objectives

« Step 5 - Work with utility to get to reasonableness determination for areas
In question

« Step 6 - Document results of negotiation; gain approvals to make award

U.S. DEPARTMENT OF ENERGY OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY




Negotiations

* Agency contracting and technical teams work together
— CO leads negotiation, awards TO

— Technical team assists with price/cost recommendations as requested

= May be helpful for technical team to provide a government estimate for project cost (may be agency-
specific requirement)

= QOr updates original gov't estimate as required by agency recommendations to CO

* Go into negotiations with intent to come to mutual agreement

* Update timeline to award realistically

U.S. DEPARTMENT OF ENERGY  OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY




Key Takeaways/Best Practices

 CO responsible for determining price reasonableness
— Follow FAR and agency policies / procedures

e Start with TO financial schedules

* Costs must be traceable across task order schedules, and supported by
sufficient pricing detail

 Be familiar with full scope of work
« Communicate with utility as needed

 Get technical and other help as needed
— Agency COR, Project Facilitator, FEMP

Document price analysis at every step and retain all documentation for
contract file!

U.S. DEPARTMENT OF ENERGY  OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY
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Ongoing Contract Management

Recommended information to manage contract

Summary of project details
— Period of performance, current contract value, contract type
— Background on the scope of work
— Awarded TO, including TO Schedules
— Contract deliverables
— Method for monitoring performance and savings

/

* Required performance assurance documentation ,.";,_
e

* Personnel %

— Contract management team members; their authorities,
responsibilities, and limitations

/

— Key utility personnel and plan for turnover

« Communication protocols e

* Invoicing procedures

U.S. DEPARTMENT OF ENERGY  OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY



Ongoing Contract Management (continued)
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U.S. DEPARTMENT OF ENERGY OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY

Designate primary contact responsible for:

* Leading contract management through end of
term

* Maintaining continuity of documentation and
awareness of the UESC through end of term

Agency contract management planis a
FEMP best practice

* Prepare and finalize plan at TO award
 Update and keep it current

* Follow the plan!



Ensuring Your UESC is Audit-Ready

An audit-ready project is one that
maintains complete and up-to-date
contract files:

* Includes all relevant project documents from
acquisition planning through post-award
performance

Memorializes key decisions and
administrative actions

Records review and acceptance of post-
installation and performance period reports

Why is it important?

Ensures contract terms and conditions
are met and in compliance with agency
goals & regulations

Prepares agency in event of an audit

— UESC auditing authority = Government
Accountability Office (GAO) and agency
inspectors general

— Congress can review any federally funded
project

Assists with project continuity and helps
mitigate effects of staff turnover

U.S. DEPARTMENT OF ENERGY OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY



@ < FEMP Advanced UESC Training Visual settings {:C:‘} Edit < >

& When poll is active, respond at PollEv.com/lcrow118

Cost elements of a UESC price proposal include all of the following
EXCEPT:

Financing Performance-Period Services Project Development . Acquisition Planning Costs of Good & Services . Mark-Up (Overhead & Profit)

Mark-Up (Overhead & Profit) Financing

b

Acquisition Planning Project Development

Costs of Good & Services Performance-Period Services

U.S. DEPARTMENT OF ENERGY  OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY




@ < FEMP Advanced UESC Training Visual settings {:C:‘} Edit < >

& When poll is active, respond at PollEv.com/lcrow118

When utilizing subcontractors for ECM implementation, it's
recommended that utilities solicit at least bids and include cost

details for comparison in the price proposal.

1 2 3.4

4 1

3 . 2
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@ < FEMP Advanced UESC Training Visual settings {:C:‘} Edit < >

& When poll is active, respond at PollEv.com/lcrow118

It is acceptable for the utility to add mark-ups to financing costs for
UESCs.

True False

False True

U.S. DEPARTMENT OF ENERGY  OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY




@ < FEMP Advanced UESC Training Visual settings {%} Edit 4 >

& When poll is active, respond at PollEv.com/lcrow118

What aspects of UESC contracting or price evaluation would you like FEMP to address in future trainings?

Top
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UESC Resources

 UESC Website - access everything from
resources to case studies and webtools

* UESC Project Development Resources -
downloadable guides, templates, and tools
listed by topic and project phase

* On-Demand Training - learn at your own
pace (CEUs available)

* Step-by-Step Implementation Process

U.S. DEPARTMENT OF ENERGY OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY



https://gcc02.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.energy.gov%2Feere%2Ffemp%2Futility-program-and-utility-energy-service-contracts-federal-agencies&data=04%7C01%7CJeffrey.Gingrich%40nrel.gov%7Caab5d18ce1304d34070a08d9e709a249%7Ca0f29d7e28cd4f5484427885aee7c080%7C0%7C0%7C637794850848569890%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000&sdata=Y2vQkjyQJpIkikXRd39%2FBeJq%2BIyeV34Xoq%2BRHYFhmTg%3D&reserved=0
https://gcc02.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.energy.gov%2Feere%2Ffemp%2Fresources-implementing-federal-utility-energy-service-contracts&data=04%7C01%7CJeffrey.Gingrich%40nrel.gov%7Caab5d18ce1304d34070a08d9e709a249%7Ca0f29d7e28cd4f5484427885aee7c080%7C0%7C0%7C637794850848569890%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000&sdata=2Pen8ivlS%2FuGZolXpvfe3a8g1j0gyhsfLiAnCCwnWw4%3D&reserved=0
https://gcc02.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww7.eere.energy.gov%2Ffemp%2Ftraining%2F%3Fkeyword%3D%26topic%255B%255D%3D167&data=04%7C01%7CJeffrey.Gingrich%40nrel.gov%7Caab5d18ce1304d34070a08d9e709a249%7Ca0f29d7e28cd4f5484427885aee7c080%7C0%7C0%7C637794850848569890%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C3000&sdata=lkYWhjpbAFwKyD1UHRJWp0wPs3WAJ5alomU5louNP3g%3D&reserved=0
https://www.energy.gov/eere/femp/process-procuring-federal-utility-energy-service-contract

UESC Webinars and On-Demand Training

Live and on-demand webinars can be Click Her? fo View the
accessed through the FEMP Training FEMP Training Catalog
Catalog T R

Enter keywords

CEUs Offered? O Energy Eschange @ Utility Energy Service Contract (UESC) Advanced Training, Day 1 - Contracting

 Courses are hosted by the Whole Building

B TOPIC ?g‘: :\fg: Day one of the Advanced UESC Training presents topics aimed at assisting agency

" . .
D es I n G u I d e we bs I te 3 hours. staff, utilities. and energy service companies (ESCO) in the development and

Select Al 04CEY axecution of UESCs. Major topics in this webinar include legal and contracting

Awards considerations, project audit preparedness, and contract risk assessment and

* Continuing Education Units (CEUs) available

Data Centers

mitigation.

Distributed Enargy
° To ics i n CI u d e. Energy Management 6 Utility Energy Service Contract (UESC) Advanced Training, Day 2 — Technical Project
[} Development and Implementation
Energy Savings Performance Ceontracts
LIVE ONLINE Advanced

Energy-Efficient Products and Technologies Bug 11, 2022 . R . - o -
: This course provides federal agencies and utility partners with higher level training that

- 7 = pa rt U ESC Ba S i CS O n - D e m a n d We b i n a r S e ri eS Energy-Saving Technologies ;?::!‘ = will help promote successful implementation UESCs for the federal government. UESC

Fleets o4cEY training is an important step in promoting and enabling the use of federal performance

contracts, implementing energy efficiency projects, and reducing the consumption of
Guiding Principles

— Advanced t0p|CS such as performance o energy in federal buildngs
assurance, financing, utility rate analysis, e |
decarbonization considerations, and more! |

Laws and Requirements

Integration Planning

ON-DEMAND Intermediate
i ; 1.5 hours . . . ) . . .
Operations and Maintenance Ry This webinar provides an overview of onsite and offsite energy procurement strategies

Renewable Energy such as parformance contracting, power purchase agreements, and offsite electricity

supply arrangements
Reporting and Data pply g

Resilience Planning

Filter courses by Utility Program and UESCs 8ty P iy sy Seros G

Water Efficiency o Decarbonization Considerations: Performance Contracting

ON-DEMAND Intermediate
1.5 hours — . .. . - - -
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https://www7.eere.energy.gov/femp/training/?keywords=&topic%5B167%5D=167

eProject Builder (ePB)

Secure web-based energy project tracking/reporting

. Free tool maintained by LBNL for U.S. DOE m
 ePB enables contractors and their customers to securely: -
— Preserve and track project information in perpetuity ePrOjEClBUIlder
— Develop project scenarios using standardized calculations eprojectbuilder.lbl.gov
— Qutput financial schedules, M&V reports, analysis on portfolio
of projects Need Help?
— Compare proposed projects against historical ones epb-support@Ibl.gov

« Utility (or ESCO partner) may be desighated “project builder”
to populate project data and submit documentation for
approval

On-Demand Training
ePB for UESCs: Enhancing Project
Comprehension and Transparency

with eProject Builder

« FEMP recommends use of ePB but it’s important to check
agency policy (ex. - DOD policy may not allow it)

U.S. DEPARTMENT OF ENERGY OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY



https://eprojectbuilder.lbl.gov/
mailto:epb-support@lbl.gov
https://www.wbdg.org/continuing-education/femp-courses/fempodw067

FEMP Support and Technical Assistance

FEMP provides UESC training and project FEMP Assistance Request Portal

support at no cost to federal agencies: Submit questions and support requests

* Project guidance and discussions with Federal Sioigzeners | Federal Energy Management Program
Project Executives (FPES)

FEMP Assistance Request Portal

Need help meeting a federal energy management goal or requirement? Can't find a document or tool? The Federal

* Tailored training for federal agencies and utilities Erecy Marageert rogam (FEN) canhel.
* Technical assistance provided by DOE National Labs Ask FEMP a Question
. . . Ask FEMP a guestion by completing the fields below. A FEMP staff member will contact you with an answer soon.
 Federal Utility Partnership Working Group S
» Strategic Partnership Meetings with utilities — .

Email Address *

Enter your email address.

@)

Message *

Learn More
Download Scope of Support Document

Briefly describe the assistance you need from FEMP.

U.S. DEPARTMENT OF ENERGY OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY



https://www7.eere.energy.gov/femp/assistance/
https://www.energy.gov/eere/femp/federal-project-executives-espc-uesc-and-espc-enable-projects
https://www.energy.gov/eere/femp/federal-and-utility-collaboration
https://www.energy.gov/sites/default/files/2022-04/femp-utility-team-uesc-scope-support_0422.pdf

Taking the First Step

Talk to the FEMP Federal Project Executive (FPE)
in your region for assistance.

Tom Hattery
Northeast Region
202-256-5986
thomas.hattery@ee.doe.gov

Southeast Region

Doug Culbreth
Southeast Region
919-870-0051
culbrethcd@ornl.gov

Western Region

Scott Wolf
Western Region
360-866-9163

energy.gov/eere/femp/energy-savings-performance-contract-federal-project-executives-0 wolfsc@ornl.gov

U.S. DEPARTMENT OF ENERGY OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY


https://energy.gov/eere/femp/energy-savings-performance-contract-federal-project-executives-0
mailto:culbrethcd@ornl.gov
mailto:wolfsc@ornl.gov
mailto:thomas.hattery@ee.doe.gov

Don’t Hesitate to Ask Us Questions!

Send questions to all panelists in the Q&A window
Or submit your questions through the FEMP Assistance Request Portal
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Looking Ahead to Day 2

Don’t forget to register!

www.wbdg.org/continuing-education/femp-courses/femplw08112022

Agenda: Technical Project Development and Implementation

 Decarbonization considerations

* Project risks & mitigation strategies
— Project development
— Implementation
— Performance period

 Performance assurance considerations
— Requirements
— Recommendations

U.S. DEPARTMENT OF ENERGY OFFICE OF ENERGY EFFICIENCY & RENEWABLE ENERGY



http://www.wbdg.org/continuing
http://www.wbdg.org/continuing-education/femp-courses/femplw08112022

IACET-Certified Continuing Education Units (CEU)

To Receive IACET-Certified CEUs:
e Attend the training in full-no exceptions

* Within six weeks of the training (before September 20!):
— Complete the assessment (a minimum score of 80% is required)

— Complete an evaluation of the training

O

Access the UESC Training Assessment and Evaluation

Day 1 - https://www.wbdg.org/continuing-education/femp-courses/femplw08092022

Day 2 - https://www.wbdg.org/continuing-education/femp-courses/femplw08112022

For logistical questions related to the webinar or evaluation, email Elena Meehan at elena.meehan@ee.doe.gov.
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Thank You!
t sNREL

Federal Energy Management Program NATIONAL RENEWABLE ENERGY LABORATORY
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