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Presentation Overview

Federal Mandates for Energy Efficiency

Quick History of Federal ESPC

Alternatives Available to Meet Mandates

Some Objections to ESPC



Federal EE Mandates

EISA 2007 – reduce EI by 30% by 2015

Obama 2/09 – green 75% of buildings

Obama 10/09 – federal GHG reduction

Obama 1/10 – federal GHG target of 28%



Meeting the Goals



Meeting the Goals – 2003-2008

Total of about $3.74 billion invested

Average about $622 million per year
– Direct Appropriations -- $1.73 billion (46%)
– UESC -- $588 million (16%)
– ESPC -- $1.4 billion (38%)



Meeting the Goals by 2015

Need about $8.6 billion total

Average about $1.4 billion per year

Increase of about 225%

Three potential sources
– Direct Appropriations
– UESC
– ESPC



Direct Appropriations

Average ≈ $288 million per year

Range has been $169 M to $469 M

Need almost 5x average to meet goals

Tight federal budget



Wait for Appropriations?

Appropriated projects always cheaper

No real cost to delay project



Appropriated Projects not Cheaper



Don’t Wait, Borrow

“The initial applications of the cost-analysis methods demonstrated in this 
report and the parameterized results only reinforce the traditional 
knowledge in federal energy management: If appropriations are in hand, 
using them to directly fund energy projects results in the lowest life-cycle 
cost, assuming that operating projects are achieved on a short schedule 
and that their savings persist. However, in recent years appropriations 
have been insufficient to directly fund all life-cycle cost-effective retrofit 
projects, and it appears unlikely that Congress will place a higher priority 
on funding such projects in the near future than it has in the recent past. 
Lacking sufficient appropriations, the next best thing in terms of life-cycle 
cost is to finance projects rather than wait for appropriations.” (ORNL at 
68)



Calculating the Cost of DelayCalculating the Cost of Delay



Cash Flow Opportunity CalculatorCash Flow Opportunity Calculator

•• Simple to useSimple to use

•• Illustrates cost of delayIllustrates cost of delay

•• Customers can confirm results Customers can confirm results 

•• AnswersAnswers……
–– How much equipment can be purchased from savingsHow much equipment can be purchased from savings
–– Whether it is better to wait and use future cashWhether it is better to wait and use future cash
–– If money is being lost waiting for better interest rateIf money is being lost waiting for better interest rate



Cash Flow Opportunity CalculatorCash Flow Opportunity Calculator

http://www.energystar.gov/ia/business/bus_financing_cfo_calculator.xls



Uses existing data

CFOC: OverviewCFOC: Overview



CFOC: Investment ValueCFOC: Investment Value



CFOC: Investment ValueCFOC: Investment Value

$1,512,000



CFOC: Simple PaybackCFOC: Simple Payback



CFOC: Net Present ValueCFOC: Net Present Value

$1,042,136 $883,170



CFOC: BreakCFOC: Break--Even PointEven Point

2.2Break-Even Point



15.4%Opportunity Cost if delayed 12 months*

CFOC: Opportunity CostCFOC: Opportunity Cost



UESC

Average ≈ $98 million per year

Range has been $54 M to $139 M

Need huge increase to meet goals

Are utilities really interested?



Are Utilities Enthused about UESC?

Utilities have significant advantages
– Access to all federal facilities
– Non-competitive procurement
– Relatively simple contracting procedures
– Less potential downside than ESPC

Why haven’t they jumped in with both feet?



Are Utilities Enthused about UESC?

Don’t like the energy services business

Don’t like renewables

Don’t like DG or CHP



Don’t Like the Business

Utilities tried and gave up energy services

NStar NGrid Energy East
Exelon Equitable Gas First Energy
Duke Reliant SCE
Oncor Sempra KCP&L
PG&E Xcel PNM



ESPC

Average ≈ $238 million per year

Range has been $46 M to $429 M

About $1.3 billion in 2009

ESCOs have the capacity and interest to 
meet the federal goals



Capacity to Meet Federal Goals



Capacity to Meet Federal Goals



Sources

Evaluation of Federal Energy Savings Performance Contracting— Methodology for 
Comparing Processes and Costs of ESPC and Appropriations-Funded Energy Projects 
(ORNL/TM-2002/150) -- Patrick J. Hughes, John A. Shonder, Terry Sharp. And Melissa Madgett
– March 2003

EPA ENERGY STAR Cash Flow Opportunity Calculator available at the following URL: 
http://www.energystar.gov/index.cfm
c=tools_resources.bus_energy_management_tools_resources

Data on volume of ESPC contracts from FEMP document entitled “do-
awardedcontracts.pdf”
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