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Introduction

o3 Why Energy Saving
~ 19y performance Contracting

 Upkeep of Eight Medical Centers
— 197 Buildings

— 8 Million Square Feet

VISN 7 Energy Savings
Performance

Contracting Overview
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* DOE Super ESPC Program

»-_-’-j}m Project Scope
- « Initial Audit

ECM Selection for Detailed Assessment
— 10 year simple payback or less
— Facility Condition Assessment D'sand F's

Lights, Chiller Upgrades, Motor Replacements,
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Loorgy Contract Cost Details

* 36 Measures
» Contract Price
— $22,318,932

T e
Loorgy Funding Sources

» Medicd Care
— Operating Funds

* $1.8 Million Annual Payment from utility savings
for 8 years
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@M Buy Down Funds

* FundsPrior to Award
— Savesinterest charges
— Owner risk viewed as greater during construction

—~7 Prepayments/
Tg¥ Termination Fees
* When
— Changesin Scope

« Infrastructure changes (continuing minor
improvements, facility closures, etc.)

=03 Why Prepayments
gy Matter to Owner
 Flexibility to use excess funds, thereby not losing

them in an appropriation or fiscal cycle.

* Term of contract can be shortened therefore which
allows 100% of

energy savingsto berealized in

=703 Impact of Prepayment
T9Y to ESCO/Financer

* Finance costs are a pass through expense to
the ESCO making prepayment a neutral
issue for the ESCO.

—=27007 Termination Fees

 Fixed Termination Fees (varies 5% +)
¢ Make-Whole

— Considered to lower investor risk. Owner can use as
basis to lower basis points added to lending rate.

— Useby ernment has not been widely used.
* Whe erest ratesarelow, ri er i

=~z Termination Fees
9y (Cont.)
 Defeasance Option

— Allows for placing pre-payment funds during
performance of contract into an account by the
third-pa_‘ty finm_cier, to be reinvested at a fixed




3 Project Financial
- Ig¥ Decisions
* Planning
— ESPC can cover wide range of measures.
— Decision makers must be involved with
development

»ﬂm Project Financial

~T9¥ Decisions Summary
» Financing projects will cost you, the owner,
money. Don’'t over extend your organization.
— Themore you finance, the moreit costs you.
— Set selection criteriato avoid projects that have high

,-é!m Project Financial
~~T9¥ Decisions (Cont.)
» Compare cost of proposed list of ECM’s to normal
capital spending from appropriated sources.
» Select ECM’ sthat have low risk in becoming
obsolete prior to anticipated payback terms due to




