ENERGY SAVINGS PERFORMANCE CONTRACTING
ADDS VALUE TO PUBLIC WORKS PROJECTS
Energy Savings Performance Contracting, or simply performance contracting (PC), shares many similarities with conventional public works design and construction practices.  However, there are some distinct differences between PC and the design, bid, build (DBB) process.  PC can provide many opportunities to an owner installing energy efficiency equipment, which are not otherwise available when using the DBB process.

The advantages to PC for procuring energy efficiency equipment include:

· Third party financing is available, which allows the public building owner to construct projects sooner.  Some public works projects can take as long as six years to complete: identify project and request funding in the first biennium; design in the second biennium; and, construct in the third biennium.  Using PC a similar project can be completed in eighteen months.
· By using third party financing for procuring energy efficiency equipment the owner reserves scarce capital dollars for more pressing building improvements.  Combining third party financing with capital dollars allows the owner to leverage the capital appropriation, essentially doing “more with less.”

· PC maximizes utility financial participation in the project.

· Energy service company (ESCO) selected based on qualifications.  Since the ESCO also provides general contracting services the owner is also selecting the highest qualified general contractor, rather than the low bid contractor.
· Building audit findings must meet owner’s cost effectiveness criteria or owner not responsible for ESCO audit costs.

· There is a single point of accountability from audit through design, construction and commissioning, which reduces the uncertainty of identifying a responsible party when design or construction issues arise.
· Subcontractors can be pre-qualified and only the most highly qualified and reliable subcontractors will be invited to bid the work.

· Owner/ESCO can select other than the low bid subcontractor.
· Owner can specify equipment by manufacturer.

· ESCO guarantees equipment performance and assists owner with warranty issues. DBB requires that equipment is free from defects for one year.  PC guarantees the project functions as designed, maintains specific comfort conditions, saves energy and saves dollars over the life of the contract with the ESCO.
· No change orders unless the owner elects to increase project scope.

· Open book pricing and construction cost reconciliation assure fairest value for the owner.

· ESCO guarantees construction cost and assumes financial responsibility for cost overruns.

· Commissioning is an integral component of PC, not an extra cost.

· The owner has more control over contractor (ESCO) overhead and profit.  O&P is negotiated and multiple markups of subcontractor costs are not allowed.

· ESCO provides a guarantee of energy savings and reimburses owner for any savings shortfalls.

· ESCO’s monitoring and verification (M&V) services provides owner with assurance equipment will perform for the life of the agreement.

Performance contracting is a “value added” process for improving building energy efficiency.
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