The R.P. Delio Power Partners ESPC Process

Driving best practices in Energy Efficiency &
Sustainability Programs

A PRIMER ON ENERGY SERVICE PERFORMANCE CONTRACTING
Enhanced energy efficiency, and sustainability, in today’s climate of
environmental concerns and rising energy prices, has become a top priority for
industry,businesses and institutions nation-wide.
By upgrading to more energy-efficient infrastructure for your facilities you can
lighten the energy load on your balance sheet. Reduced energy consumption,
direct bill savings, reduced maintenance load and other, wider ‘collateral’
benefits demand significant upfront capital expenditure. It’s not an easy
equation to square, particularly in today’s capital-constrained environment.
R. P. Delio & Company, however, can square off that asymmetry, bridge the
capital gap, and accelerate the bottom-line benefits of modern building envelope,
heating, ventilation, air conditioning, exhaust, refrigeration, lighting, and complex
industrial process systems like reverse osmosis and wastewater treatment to
name a few. We accomplish this through our Power Partners ESPC platform.

ENERGY EFFICIENCY, ENERGY GENERATION – OR BOTH?
Modern technologies, and novel financial approaches, have unlocked new
pathways for organizations to take control of their energy usage – and so their
bills. Each of the two basic choices – upgrading your facility’s systems, while
continuing to purchase power as before, or switching to on-site generation
from renewable power sources – have pluses and minuses. We offer solutions
to both. We have our Waypoint Power PPA platform, for integrated energy selfgeneration solutions, and our Power Partners ESPC platform, for rolling energy
efficiency and sustainability programs into a zero upfront cost package.
The best approach begins from a common core of analysis – a solution
methodology called Energy Service Performance Contracting (ESPC). An initial
analysis is performed, and a solution advised and selected, based on a thorough
analysis of the specifics of your facilities – and a firm grasp of your organization’s
situation and needs.You may opt to complete the ESPC process through the
owning of the upgraded facility systems, financing this through the realized
reduction in power costs. You may opt for a PPA approach, where we own and
operate the on-site generating system, and you buy power at a guaranteed
reduced rate. Or it may be appropriate to consider a blended approach –
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realizing the benefits from on-site generation maximized by a concerted effort to
reduce energy use, as afforded by the Power Partners ESPC platform.
For more information on R.P. Delio & Company’s Power Purchase Agreement
approach, Waypoint Power PPA, take a look here: http://www.rpdelio.com/sites/
default/files/documents/COLLAT-RPD-162-PPA-Services-012413_3.pdf.

ENERGY SERVICE PERFORMANCE CONTRACTING – THE PROCESS
There are normally three parties involved in the ESPC process – the organization
requiring upgraded facilities; the turn-key provider of the energy-efficiency
solution; and an independent adviser, retained to ensure the energy services
agreement is appropriate, and to advise the organization throughout the initial
steps of the ESPC process.
The turn-key provider of the energy efficiency solution is called the Energy
Services Company, or ESCO. According to the National Association of Energy
Service Companies (http://www.naesco.org/resources/esco.htm), an ESCO “is a
business that develops, installs, and arranges financing for projects designed to
improve the energy efficiency and maintenance costs for facilities over a seven to
twenty year time period.” It is a role that R. P. Delio & Company has specialized
in, with our core competencies in energy auditing and efficiency, project
management and financing.

ASSURING ESPC SUCCESS
The ESPC approach really begins with a fundamental understanding, at the
executive level, of the business case for implementing energy efficiency
measures – and of the balance sheet benefits of avoiding upfront expenditure,
especially where capital budgets are constrained. This prerequisite is often
overlooked, and can result in malformed, or even failed ESPC solutions.
R. P. Delio & Company can help here, too, by acting as an advisor to the
organization’s CFO. Or by engendering a deeper understanding of how sustainability
improves the bottom-line, through tailored executive awareness-raising programs.
We can also provide recommendations for this critical role, where you would prefer
to contract R. P. Delio & Company directly, in our role as ESPC solution-provider.
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Once there is the organizational driver for ESPC, assured by the management
‘buy-in’ for it, the Power Partners ESPC process continues with a top-level
assessment of your needs. Your energy profile must be thoroughly understood
before initiating any upgrade, and will involve the following steps:

The audit will include:
1. An full energy audit of the clients’ energy usage and rates
2. An audit of the site, system, services provided, and recipient’s consumption
3. An assessment of local, municipal, state and federal cost reducing incentives

1. HIRE A PROCUREMENT CONSULTANT
This is recommended, in order to provide vital, independent advice, and
assistance with the procurement procedures, financing models, energy services
agreements and necessary documentation. The gains, in terms of a well-formed
and appropriate ESPC solution, and the greater confidence this generates,
is well worth the cost. This is a role R.P. Delio & Company are happy to play,
where a separate entity is chosen as the ESCO.
2. SELECT AN ENERGY SERVICE COMPANY (ESCO)
The ESCO acts as project developer for a wide range of tasks, and assumes the
technical and performance risk associated with the project. Typically, it offers
the following services. These services are bundled into the project’s cost and
are repaid through the dollar savings generated.
>> develop, design, and arrange financing for energy efficiency projects

4. Review of future plans (for example, master planning, which can be provided
as a separate service )
5. Recommend follow-up projects of a non-energy basis , collected during
the audit
4. RECEIVE AND EVALUATE THE AUDIT REPORT
R. P. Delio & Company’s audit/analysis report will contain its technical and
economic recommendations. Specifically, it will include:
1. Recommendations for improving the client’s energy-profile
2. Non-energy cost savings from
–– Process improvements
–– Procurement efficiencies
–– Operational changes

>> install and maintain the energy efficient equipment involved

3. Initial system design

>> measure, monitor, and verify the project’s energy savings

4. Modeling of electricity usage

>> assume the risk that the project will save the amount of energy guaranteed.

5. Projections for your anticipated energy cost savings

R. P. Delio & Company is an experienced and proficient partner for the ESCO
role, as delivered through our industry-defining Power Partners ESPC platform.

The client will evaluate the audit/analysis report in accordance with the terms
of the Audit Agreement and makes its decision to commit or not commit to an
Energy Services Agreement (ESA).

3. COMMIT TO AN AUDIT AGREEMENT
As ESCO, R. P. Delio & Company will perform an investment-grade energy audit
of the system and the areas/structures is services, at the client’s expense.
In many states this audit is required before an ESCO can guarantee rates.
It is a detailed and comprehensive audit/analysis that addresses all of the
technical and economic factors relevant to the installed systems and serviced
areas and structures. When the audit is completed, R. P. Delio & Company
will present a list of technical recommendations for repair and upgrade. Those
recommendations frame the work that will be accomplished under an Energy
Services Agreement. Other parts of the Audit Report estimate project costs and
stipulate the savings that the ESCO will guarantee.
The audit itself is similar to an engineering study prior to design and
construction, and the costs usually are about the same. But an audit such as
this contains much more technical and economic detail, thereby setting up for
a much faster project start-up, once given the go-ahead. Payment for these
audits is not normally required by R. P. Delio & Company, until the first progress
payment is requested.
The client will still be liable for the audit’s cost, however, if the decision, after
reviewing the audit report, is to not proceed. There is usually a provision in the
Audit Agreement to cover such an outcome. Therefore, it is best not to enter
into an Audit Agreement unless you are committed to accomplishing the project.
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5. COMMIT TO AN ENERGY SERVICES AGREEMENT (ESA)
The ESA will contain provisions for finishing the system upgrade design,
construction and installation provisions, and provisions for testing the new
system. It will also define limitations to be placed on performing projects of
a similar scope with other parties. The final step is R. P. Delio & Company’s
certification of the system and the client’s acceptance of a fully operable and
functioning energy usage system.
The steps to be followed under the ESA include
1. Assigning Project Manager
2. Setting up the Construction and Installation Team
3. Pre-construction Safety Planning for Team
4. Finishing the system design
5. Constructing and Installing
6. System test and certification
7. Handover to Client
8. Monitor & verify
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6. SAVINGS MONITORING AND VERIFICATION
Once the project is completed, a process will be set in place to make sure that
the savings guaranteed by R. P. Delio & Company are actually realized. The cost
for this phase will be determined by which verification process you select. In
most cases, the ESA has a provision that the energy savings achieved by the
project cover the costs of ongoing savings measurement and verification.
Concerns over the costs to complete the project, and assurance that the
projected savings will be realized, are addressed by:
1. The confidence coming from an Investment-Grade Energy Audit.
This a very detailed and extensive engineering and economic study of
the area,structure, facility, systems, and organization. It is the basis upon
which R. P. Delio & Company’s savings guarantee is placed. Further, an
appropriately agreed Agreement will require of R. P. Delio & Company the
guarantee that the realized energy savings meets or exceeds the cost of the
project. We will be contractually liable for the shortfall should the guaranteed
savings not be realized.

2. Putting a Measurement & Verification (M&V) Plan in-place. It’s
essential that the ESA includes a M&V Plan. It describes the pre- and postproject energy measurement methodology, how that energy will be valued
(calculations and rates), and who participates. This Plan, and the techniques
discussed and used in its fulfillment, are highly specialized. This is another
reason why most clients employ a professional with the requisite knowledge
and training to review it.
Further details on this subject are provided under the article “Familiarize
Yourself with the IPMVP [International Performance Measurement and
Verification Protocol]” at http://www.evo-world.org/.
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