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EXECUTIVE SUMMARY OF EVALUATION

1 Background

This document summarizes the third review effort to evaluate the measurement & verification (M&V) conducted in Super ESPC projects
. These reviews are part of FEMP’s effort to ensure and improve the quality of projects implemented under the Super ESPC program.

The Post-Installation and Annual Measurement & Verification (M&V) Reports document the verified savings of a Super ESPC project partnership between the Federal agency and the respective ESCO. Nexant examined thirteen reports from twelve projects to determine the quality, accuracy, and adherence to the contracted M&V plans. 

Energy and cost savings for Super ESPC projects are determined through implementation of the project specific measurement & verification plan included in the awarded delivery order. The negotiated M&V plan defines how the savings will be determined. Once implemented, the ESCO issues performance reports for each project. Savings are initially projected in a Post-Installation Report based on the actual as-built conditions. Ongoing project performance is then periodically reported in Annual Reports. It is important to note that the savings guarantees for Super ESPC projects are for total cost savings for an entire project, and the guarantee is not on a measure – by– measure basis.

These ongoing review efforts have been encouraged by recent evaluations by the Army Audit Agency (AAA) and interest expressed by the Office of Management and Budget (OMB) regarding the performance of projects in the Super ESPC program. The General Accountability Office (GAO) is currently evaluating the scoring of the Super ESPC program and is interested in assurance of the realized savings. Additionally, the 2001 FEMP Customer Survey results indicated some FEMP participants perceived their savings to be lower than expected.

2 Overview

A total of thirteen (13) Super ESPC performance reports were reviewed (5 Post-Installation and 8 Annual Reports) to evaluate the fulfillment of contracted M&V activities and to address the quality of the reporting. 

Each project was reviewed with the the objective of answering the following questions:

· Were the guaranteed savings for the project met?

· Were all activities required by the M&V Plan in the contract followed?

· Were the correct utility and escalation rates used?

· Was all of the necessary information included in the submittal?

· Were variations between the proposed and the reported savings explained? 

· Did the report provide useful feedback on the performance of each measure?

· Did the report verify the potential of the ECMs to save in future?

· Did the report identify problems that caused savings shortfall or may cause savings shortfall in the future?

Preference in selecting projects for this review was given to those projects awarded after March of 2001 issued under the latest IDIQ contract.  A few of the projects evaluated were awarded previously since many of the projects awarded under the 2001 IDIQ were still under construction. Post-Installation reports were included in this review effort to look at the most recent projects, which had not yet been performing for a year. This provides a more meaningful look at the M&V activities and reporting being conducted on the newest Super ESPC projects. Additionally, reviewing the Post-Installation Reports provides the benefit of looking at the reporting of initial M&V activities conducted immediately after project completion.  There are many projects that only conduct post-retrofit measurements as part of the acceptance process, which are used for the duration of the performance period as the basis for calculating savings. 

All reviews conducted are included in the Appendices: Appendix A contains the Post-Installation M&V Report reviews and Appendix B contains the Annual Report reviews. Table 1 shows a summary the projects reviewed and their relevant information. 

Table 1: Super ESPC Projects Reviewed

	DOE Region
	Agency
	Delivery Order #
	ESCO
	Facility
	Location
	Award Date
	Type of Report
	Guaranteed Savings Year 1
	Reported Savings Year 1

	C
	VISN 17
	57
	Johnson Controls
	South Texas Veterans Health Care System 
	San Antonio, Kerrville & Corpus Christi, TX
	7/13/01
	Post-Install M&V
	$682,220
	$778,755

	C
	HHS
	58
	Johnson Controls
	Indian Health Services
	Aberdeen, SD
	8/1/01
	Post-Install M&V
	$334,704
	$348,045

	NE
	VISN 1
	61
	Select Energy (HEC)
	Dept. of Veterans Affairs
	West Haven, CT & Newington, MA
	9/5/01
	Post-Install M&V
	$751,501
	$593,810

	W
	DOE
	74
	Johnson Controls
	Nevada Operations Office NNSA/NV
	Las Vegas, NV
	11/30/01
	Post-Install M&V
	$134,342
	$143,676

	W
	NASA
	76
	Johnson Controls
	Ames DO-2
	Moffat Field, CA
	3/29/02
	Post-Install M&V
	$231,211
	$235,902

	MA
	USDA
	27
	NORESCO (ERI)
	National Agricultural Library
	Beltsville, MD
	2/1/00
	Annual M&V
	$124,373
	$124,373

	W
	DOI-BIA
	32
	Sempra
	Sherman Indian School
	Riverside, CA


	6/29/00
	Annual M&V
	$209,045
	$209,045

	W
	NASA
	35
	Johnson Controls
	 Ames D0-1
	San Francisco, CA
	8/21/00
	Annual M&V
	$197,358
	$197,809

	MA
	NGA
	41
	NORESCO (ERI)
	National Gallery of Art
	Washington, DC
	11/2/00
	Annual M&V
	$365,719
	$377,319

	W
	DOE
	44
	Johnson Controls
	INEEL Research Center
	Idaho Falls, ID
	1/22/01
	Annual M&V
	$89,811
	$92,383

	W
	GSA
	48
	Johnson Controls
	Green/ Wyatt Federal Building

	Portland, OR
	2/21/01
	Annual M&V
	$87,649
	$158,410

	NE
	VA
	50
	Johnson Controls
	VA Medical Center
	Providence, RI
	3/2/01
	Annual M&V
	$102,506
	$102,772

	TOTALS:
	
	
	
	
	
	
	
	$3,310,440
	$3,362,300


The 12 projects reviewed correspond to total guaranteed annual cost savings of  $3.3 million. Reported Year 1 savings for these projects exceeded the guaranteed amount by 1.5%.

3 Evaluation Criteria

Most of the projects reviewed were contracted under the latest version of the Super ESPC IDIQ, dated March 2001. The overall requirements for reporting of measurement and verification activities are defined in Section C.4.2 of the IDIQ, which are shown in Table 2.

These contract provisions provide direction to the ESCOs and agencies about what is expected during the performance period. However, the actual information and activities to be provided in the project’s performance reports are set during the negotiation phase and detailed in the M&V plan
. The reports will contain essentially what was negotiated during the award process, although the reporting formats typically adhered to the IDIQ guidance.  More prescriptive reporting requirements are in the process of being included in the next revision of the Super ESPC IDIQ, the release of which is expected during the first quarter of 2005.

Table 2: M&V Reporting Requirements in IDIQ Contract

	Excerpts from 2001 Super ESPC IDIQ Section C.4.2

	3.
The Contractor shall prepare and submit a Post-Installation M&V report, to verify that installed ECMs demonstrate the potential to deliver the guaranteed annual energy and energy-related cost savings specified in the awarded delivery order.  The contents of the Post-Installation Report will be as specified in the Specific M&V Plan approved by the Government and included in the delivery order.  The Post-Installation M&V report shall be submitted in accordance with the schedule provided in the Specific M&V plan.

	4.
The Contractor shall prepare and submit an Annual M&V Report (or other period agreed to in the specific M&V Plan) including data and calculations that provide evidence that continued ECM performance achieves the guaranteed annual energy and energy-related cost savings in the delivery order. The contents of the periodic M&V report should include ECM performance measurements, calculations and adjustments to baselines as applicable and agreed to in the specific M&V Plan.  Annual (periodic) M&V reports shall be submitted in accordance with the schedule provided in the specific M&V Plan.


These reports were evaluated using the following criteria:

Executive Summary

· Was a brief project description provided?

· Were guaranteed and verified (or projected) savings shown, broken out by energy and O&M? Broken out by measure or measure type?

· Where energy units, energy costs, and contracted unit costs shown?

· Where any savings adjustments required?

· Was a summary of any O&M activities provided?

· Are there any outstanding issues that need to be addressed by either party?

Report Body (For each Energy Conservation Measure)

· Was a brief overview of each measure provided?

· Was a brief overview of the M&V plan provided?

· Were equations, stipulated values, deficiencies and any adjustments adequately described?

· Were measured values provided?

· Were O&M activities, deficiencies, and basis for savings described?

· Were contracted and current utility rates
 provided?

Overall

· Was the savings guarantee met?

· Were the correct utility rates used? 

· Was the intent of the M&V plan followed?

· Was the information complete or were other documents required (Final Proposal, M&V Plan, Post-Installation Report) to understand the report?

· Was documentation readily available for each project?

The IDIQ does not require every item listed here; some of these items were included to see what additional information was being offered that would help provide a comprehensive picture of the benefits being provided. 

Additionally, project review check sheets are included in each project review. The content of these check sheets was developed based on the reporting requirements proposed for the 2005 revision of the Super ESPC IDIQ. This evaluation step was included to indicate if these reports are meeting the reporting requirements developed for the new IDIQ.

3.1 Review Process

The appropriate ESCO was supplied a draft copy of each review included in the Appendices for their comment. In some cases, additional information was provided which resolved some questions. These reviews will also be provided to the appropriate DOE representative.

4 Findings

Detailed findings for each project are included in the Appendices.

4.1 Savings Guarantee

All of the performance reports reviewed met the contracted cost savings guarantee. One project
 appears to have a savings shortfall, but in actuality the project was split into two phases that had not yet been completed. In this case, an explanation was provided as to why the guarantee was not met as well as what steps are being taken to rectify the situation. 

4.2 M&V Plan Adherence 

Most of the reports provided information and confirmed activities that were consistent with the intent of the M&V Plan. In some cases, not all performance period activities were executed as prescribed.

4.3 Quality of Report Contents

The quality and presentation of the information in the Post-Installation M&V and Annual M&V Reports were closely related to the quality and completeness of the M&V Plan, which defines what post-installation and annual verification activities will be conducted and reported.

The quality of the M&V reports were reviewed varied, but most were found to be adequate, although almost all were missing some details. These details are needed to decisively confirm savings calculations. 

The quality of the performance reports shows clear improvement with delivery order number, indicating better reporting on recent projects.

It is important to note that in general, these performance reports are not expected to compare the Super ESPC project’s savings to the site’s overall current energy use
. Tracking and reporting a site’s actual utility’s rates and overall energy use is not included in most ESPC projects. ESPC performance reports are not intended to address the question “If I’m saving energy, why don’t I see it in my utility bills?” Although this is a commonly asked question, the information required to answer this question is usually not available to the ESCO and is generally outside the scope of an ESPC project. Often, a site energy manager or a consultant is required to address this issue by providing a more comprehensive look at a site’s overall use of energy. 

A detailed discussion of the report contents included in the reviewed performance reports follows.

4.3.1 Executive Summary

The Executive Summary of an ESPC performance report is the first— and in some cases only— section to be read. It should contain the essence of the project’s performance: what was saved (in units and cost), was the guarantee met, were any adjustments required, are there any outstanding issues that need to be addressed. Overall, all of the Executive Summaries reviewed do present a concise picture of the project, list the verified and guaranteed savings in tabular or graphical form, and point out any deficiencies and outstanding issues that need to be addressed. 

What these summaries consistently do not do is report the contracted utility rates used to calculate the savings. Inclusion of the contracted utility rates is critical in these performance reports. This information is needed so the agency may compare them to their current utility rates. 

4.3.2 Report Body

There was significantly more variation in the quantity and quality of information presented in the report bodies than in the Executive Summaries. Report bodies focused on savings for each individual measure since Option C
 was used in only one case and Option D was not used at all. For each measure, typical information provided included a brief measure description and how that measure saves energy, a brief summary of the M&V activities performed, measurement results (if any), and discussions of any deficiencies noted. Some reports simply provided deviations from stipulated values where observed and little else. 

The summary of the measure and how savings are to be generated along with the required M&V activities are usually sufficient to not require referring back to the proposal and M&V plan for the details. The more complete reports show tables of savings by fuel type for each measure and show simple equations used to calculate the savings. 

4.3.3 Utility Rate Information

The presence of contracted utility rates in the body of the reports was missing from 3 of the project reports, while they were included but buried for the other 10 projects. Lacking this information makes it difficult to see how energy savings translate to cost savings or to see what the contracted rate currently in effect is. This is one of the most consistent and fundamental weaknesses found in the reports. 

“Contracted” utility rates are the agreed upon utility rates for the ESPC that will be used to calculate the ECM level and total energy cost savings. The terms “current” or “actual” utility rates are used to refer to the utility rates implemented between the agency and any Utility supplier.

4.3.4 Supporting Documentation

Supporting documentation contained in the reports varied significantly. Some Annual and Post-Installation reports were essentially complete, others required referring back to the Final Proposal including the M&V Plan, Financial Schedules, or both. The number of pages was not necessarily related to completeness with some very short reports (~20 pages) being essentially complete while others exceeding 100 pages required referral back to the Final Proposal and Schedules
. It was primarily the utility rate schedule and escalation rates that were left out of the reviewed reports, but not always. In one case
, there was a one-time O&M savings claim of $390,000 that was listed only as a footnote in a financial schedule with no other supporting documentation or explanation included anywhere, including the Final Proposal.  

Measured values, where relevant, were often provided, either in summarized form or as raw data. Relevant measured values included lighting power and illuminance levels, lighting operating hours, boiler economizer temperatures, and boiler efficiency measurements. Usually a synopsis of the M&V approach was provided that made referring back to the M&V Plan unnecessary. This approach was quite useful as it placed the measurements and calculated results in context. 

Stipulated values (e.g. operating hours) were not as diligently reported and often did require referring back to the M&V Plan in the Final Proposal for the actual values. Lacking this information makes it difficult to see how the savings are derived. 

4.3.5 Operations and Maintenance Savings

Operations and maintenance (O&M) savings were claimed for 10 of the 12 sites reviewed, and amount to about $470,000 per year, which is about 14% of the overall cost savings. The O&M savings in these projects were exclusively stipulated. Some are based on real service contracts being terminated; others on documented activities that will be reduced or eliminated. The basis for O&M savings is usually stated but rarely has performance period verification activities assigned to the ESCO

O&M activities are usually outlined and described in separate O&M documents, training manuals, and reports. In cases which the ESCO has accepted the O&M responsibilities, a summary of this information would be expected in the Annual M&V Reports. 

4.4 Conclusions & Recommendations

The quality and presentation of the Post-Installation and Annual Reports is closely related to the quality and completeness of the M&V Plan included in the individual contract. 

Where stipulations were extensively used, the Post-Installation and Annual reports simply re-stated the stipulated values and offered little new information in the way of inspection results or facility changes. When measurements were used to either calculate the savings or validate performance, the reports provided greater detail and thoroughness. 

The consistent weakness in most reports was the inability to determine the contracted utility rates in effect for the performance year, a weakness that will only be more apparent with time if not addressed.  This shortcoming also does not allow the Agency to compare their actual utility rates with those used to value the project’s savings, which may potentially vary considerably in the later performance years.

The results of this study have resulted in the following recommendations:

· Appendix materials from performance reports, which often include the engineering analyses and supporting data, need to be included in the electronic reports.

· Utility rates applied to value the energy and water cost savings need to be explicitly stated in all performance reports.

· Supporting information on construction period cost savings should be included in the Post-Installation M&V Reports.

· Site energy managers should be evaluating information on a site’s overall energy use and how it relates to an ESPC project, unless this task is specifically included in a delivery order.

· Installation sign-off sheets or project acceptance documentation should be included or referenced in the Post-Installation M&V Reports.

� Previous evaluations by Nexant include those conducted on thirteen (13) projects in 2003 and seven (7) projects in 2000.


� Only Year 1 savings are included, but Year 1 and Year 2 M&V Reports were reviewed for this project.


� Reporting requirements may sometimes be required by the DO RFP.


� “Contracted” utility rates are the agreed upon utility rates for the ESPC that will be used to calculate the ECM level and total energy cost savings. The terms “current” or “actual” utility rates are used to refer to the utility rates contracted between the agency and any Utility supplier.


� VA Medical Centers in West Haven CT and Newington MA


� Of the twelve projects reviewed, only one was contracted to provide utility bill analysis.


� Option C is a utility bill analysis and does not consider the savings from individual measures. Option D involves use of a computer model, which may look at an entire facility.


� One report is 114 pages long but doesn’t even include a summary of the current savings, only a restatement of the guaranteed amounts. This is an older project (awarded February 2000) and is not representative of the newer projects. 


� See review of BIA Sherman
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