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PREFACE 
 

How to Use Link Features in this Guidance Document 

This document is presented in two parts. First, there is the main narrative. A 
straight read through will cover basic procedures that apply to a Utility Energy 
Service Contract (UESC) project. The second part is the appendices, which 
contain acronyms, definitions, and procedural guidance compilations of specific 
details, samples, and examples. Because this is a lengthy document, the following 
useful features have been included to help digital users get to the information they 
need: 

• Table of Contents links – moving to the place you want to go:   

o Place the cursor on a chapter or section name.  

o Press Ctrl+click. 

o The view should jump to that portion of the document. 

o To return to the Table of Contents, press Alt+left arrow. 

o When finished, Ctrl+Home will return you to the cover page. 

• External hyperlinks will take you to an external website: 

o Example: https://www.wbdg.org/continuing-education/femp-courses 

o Press Ctrl+click. 

o This will take you to training opportunities.  

• Internal hyperlinks will take you from a simple word or phrase to a definition, 
a more extensive explanation of its use or purpose, or procedural guidance 
in an appendix. When finished, it is easy to return to where you were. 

o Example: Notice of Intent to Pursue  

o Hover the cursor over the link, and press Ctrl+click. 

o This will take you to the sample letter to use when a notification action 
is required. 

o When finished, press Alt+left arrow to return to where you were before. 
 
This document is approximately 71 pages long. Using these link features should 
greatly reduce the time it takes to find the guidance you need. 

  

https://www.wbdg.org/continuing-education/femp-courses
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FOREWORD 
 
The leverages third-party financed investments in support of energy security, 
energy resilience, and mission assurance to maintain secure access to energy 
resources, which are critical to mission execution. 

In response to increased utilization of the Utility Energy Service Contract (UESC) 
vehicle and changes in statute and policy, the Army undertook a review of its use 
of the UESC program. The purpose of the review was to strengthen policies and 
streamline their execution to improve the overall UESC program. The results of the 
reviews culminated in the development of this updated policy guidance. 

The Energy Act of 2020 (Division Z, Pub. Law 116-260, Consolidated 
Appropriations Act of 2021) amends/updates the existing National Energy 
Conservation and Policy Act (42. U.S.C. 8251-8262) to improve the overall Federal 
energy management program. The two most important items related to 
implementation of this guidance document are: 

1. Not later than October 1, 2022, to the maximum extent practicable, begin 
installing in Federal buildings owned by the United States all energy and water 
conservation measures determined by the Secretary to be life-cycle cost-
effective.    

2. Each Federal agency shall use performance contracting (namely Energy 
Savings Performance Contracts or UESCs) to address at least 50 percent of 
the measures identified above. 

A UESC is a contract for the design, acquisition, installation, testing, and, where 
appropriate, operation, maintenance, repair, resilience, and hardening of an 
identified energy conservation measure (ECM) or series of ECMs at one or more 
locations. Well-thought-out ECMs improve the resilience of operations [See 
Department of Defense Instruction (DoDI) 4170.11 Chapter 3(d)]. Ensuring third-
party financed energy investments at Department of Defense (DoD) installations 
are performing as guaranteed or planned demonstrates good stewardship and 
confirms that the Department continues to make good business decisions.  

A UESC is a tool that Army facility managers can use to assure resilient 
operation status, improve facility energy performance, and reduce energy 
consumption with minimal upfront cost while ensuring resilient and secure energy 
infrastructure operations. Applied with care and consideration, a UESC can help 
facility managers: 

• Save energy and water and reduce costs. 

• Help meet environmental requirements. 

• Reduce equipment breakdowns and emergency repair requests. 

• Provide better, more productive living and working conditions. 

• Enhance energy and water security. 

• Increase the efficiency of industrial processes. 

• Improve energy and water resilience.  
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Title 10, U.S.C., Sec 101(e) has codified the following definitions: 

(6) ENERGY RESILIENCE— 

The term “energy resilience” means the ability to avoid, prepare for, 
minimize, adapt to, and recover from anticipated and unanticipated energy 
disruptions in order to ensure energy availability and reliability sufficient to 
provide for mission assurance and readiness, including mission-essential 
operations related to readiness, and to execute or rapidly reestablish 
mission-essential requirements. 

(7) ENERGY SECURITY— 

The term “energy security” means having assured access to reliable 
supplies of energy and the ability to protect and deliver sufficient energy to 
meet mission-essential requirements. 

(8) MILITARY INSTALLATION RESILIENCE— 

The term “military installation resilience” means the capability of a military 
installation to avoid, prepare for, minimize the effect of, adapt to, and 
recover from extreme weather events or from anticipated or unanticipated 
changes in environmental conditions that do, or have the potential to, 
adversely affect the military installation or essential transportation, 
logistical, or other necessary resources outside of the military installation 
that are necessary in order to maintain, improve, or rapidly reestablish 
installation mission assurance and mission-essential functions. 

The primary purpose of a UESC is to assure that initiatives in total save 
energy as stipulated by 42 U.S.C., Chapter 91, Subchapter VII, Section 
8287. The Office of the Deputy Chief of Staff, G-9 (DCS, G-9), developed a 
Process Improvement Plan to review all aspects of the UESC process. A 
UESC is a partnership between a utility, an installation, and a contracting 
office. To better understand the issues of each partner, the DCS, G-9 
conducted meetings with each partner separately, identified key issues and 
concerns, and documented successes and areas for improvement. A 
Process Action Team was formed with members of the DCS, G-9, 
Headquarters – Installation Management Command (HQ IMCOM), U.S. 
Army Corps of Engineers (USACE), and UESC partners to review the 
information gathered and to prepare guidance and information for the 
Installations. Authorization to participate in utility programs is found in 10 
US Code Section 2913. 

This document provides the guidance developed as a result of the PIP and 
Army Audit Agency recommendations from audits of Energy Savings 
Performance Contract (ESPC) and UESC projects. Comments related to 
this document are always welcome. Comments should be addressed to: 

Department of the Army  
Deputy Chief of Staff, Installation (DCS, G-9)  

https://www.law.cornell.edu/uscode/text/42/8287
https://www.law.cornell.edu/uscode/text/42/8287
https://www.law.cornell.edu/uscode/text/10/2913
https://www.law.cornell.edu/uscode/text/10/2913
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Attn:  DAIN-ODF  
600 Army Pentagon 
Washington, DC 20310-0600 

If considering a potential project, use the following chart to determine if the UESC 
is the best approach. 

 

Figure 1. Performance Contracting GO/NO GO Flow Chart 
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Figure 2. UESC Task Order Award Process Flowchart 
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 Introduction 

1.1 Purpose 

The Department of the Army (DA) can use Utility Energy Service Contracts 
(UESCs) to meet its energy security, mission readiness, and installation resilience 
goals while implementing equipment upgrades to reduce energy consumption, 
lower water use, reduce energy bills, install renewable energy systems, and utilize 
other items in support of continued access to sources of energy and water. 

UESCs allow utilities to provide their federal customers with energy and water 
efficiency improvement projects, renewable energy projects, and demand 
reduction services, including project evaluation, financing, design, acquisition, 
installation, maintenance, and other associated services. UESCs are an 
alternative procurement method used to take advantage of utility sector expertise 
and capital so that energy and water resilience goals can be achieved. Under the 
terms of the UESC, the utility’s project costs can be paid directly from savings 
resulting from project implementation, agency funding, or a combination of the two. 

This document establishes guidelines for UESCs as authorized by Federal 
Acquisition Regulation (FAR) Part 41, 10 U.S.C. 2866 Water Conservation at 
Military Installations, 10 U.S.C. 2913 Energy-Saving Contracts and Activities, and 
the Energy Policy Act of 2005 (EPAct 2005). The purpose of this document is to 
outline Army policies and procedures to encourage application of UESCs and 
clarify ambiguous guidelines. The Office of the Deputy Chief of Staff, G-9 (DCS, 
G-9) may update or add to this guidance as required. For the purposes of this 
guidance, an installation is defined as any individual installation, group of 
installations within the same utility service area, or other facility (hospital, clinic, 
etc.) that implements a UESC. 

1.2 Applicability 

This guidance applies to all Army activities related to UESCs and standardizes the 
implementation of a UESC project. This document provides implementing 
guidance and is not meant to supersede any existing statute or regulation. Users 
of this document are encouraged to take the free training on UESCs offered by the 
Department of Energy, Federal Energy Management Program (DOE FEMP).   

1.3 Background 

As directed by Public Laws, Executive Orders, and Army Regulation 420-1, Army 
installations must find ways to ensure mission readiness while becoming more 
energy, water, and fuel efficient. The important concept is that the UESC is a 
performance contract under which reducing the consumption of energy, water, and 
fuel or their cost constitutes performance. These measurable results normally 
relate to a percentage reduction relative to a predetermined base year or 
benchmark.   

For reference, example Army UESC projects can be found in Appendix G. 

https://www7.eere.energy.gov/femp/training/
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1.4 UESC Project Parameters 

The General Services Administration (GSA) is setting overarching contract 
conditions for Federal customers to abide by when exercising the UESC option by 
awarding an individual Areawide Public Utility Contract (Areawide Contract or 
AWC) with a utility. The DA has issued the following contract conditions, but they 
cannot override more restrictive conditions of the Areawide Contract: 

• The maximum contract term of a UESC authorization is 25 years (10 U.S.C. 
2913 and 48 CFR 241.103(2)). 

• The net present value of the bundle of energy and water efficiency 
measures comprising the UESC must be greater than zero. 

• The maximum simple payback period for a single energy conservation 
measure (ECM) within a project bundle is 40 years, based on the National 
Institute of Standards and Technology (NIST) life-cycle costing period for 
Federal buildings. There may be exceptions made for measures such as 
resilience. 

The current list of available Areawide Contracts is available on the GSA page. 

Note: Defense Logistics Agency – Energy (DLA) also has contracts with utilities 
and energy providers, but these contracts are fundamentally different than 
Areawide Contracts. The DLA contract relates to the quantities and price of energy 
delivered to an installation. The Areawide Contract creates the utility/customer 
relationship focusing on service. A UESC is a service contract, not an energy 
purchase contract. An additional difference is the term of the agreement. An 
Areawide Contract is awarded for 10 years, while DLA Energy contracts are 
normally issued for 2 to 3 years. 

Any future revisions made to these project parameters resulting from a 
Congressional action, Executive Order, or an Office of the Secretary of Defense 
(OSD) ruling will be distributed by DCS, G-9, the proponent of the UESC program 
and this guidance, to the DA commands as appropriate. 

Project economic analyses will be completed by the Requiring Activity and 
provided to the Contracting Officer (KO) before contract award using the Building 
Life-Cycle Cost v5 Program and the most recent discount factors and escalation 
rates in the Annual Supplement to Handbook 135 developed by the National 
Institute of Standards and Technology. The 2020 update to the Handbook 135 is 
available at:  

https://www.nist.gov/publications/life-cycle-cost-manual-federal-energy-
management-program. 

The nominal escalation rate for each utility from the NIST Energy Escalation Rate 
Calculator (EERC) tool shall be used to determine energy escalation rates to be 
used for the project because this tool provides projection over the term of the task 
order.  The “carbon pricing scenario” that is aligned with current Federal policy at 
the time of use is the scenario that shall be selected to inform the calculation.  
Exceptions to this may be possible. In cases where utility rates have 
been contractually established and are available at the time of entering into a 

https://www.gsa.gov/real-estate/environmental-programs/energy-water-conservation/gsa-areawide-public-utility-contracts
https://www.dla.mil/Energy/
https://gcc02.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.nist.gov%2Fpublications%2Flife-cycle-cost-manual-federal-energy-management-program&data=04%7C01%7CBrian.Boyd%40pnnl.gov%7Ceb380a28f5364423447208d8979f5bdc%7Cd6faa5f90ae240338c0130048a38deeb%7C0%7C0%7C637426057984692982%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=XpitU00ONbg6fAIHI6pKE6XN3eiIqtjdGT%2BqoK%2F80Qk%3D&reserved=0
https://gcc02.safelinks.protection.outlook.com/?url=https%3A%2F%2Fwww.nist.gov%2Fpublications%2Flife-cycle-cost-manual-federal-energy-management-program&data=04%7C01%7CBrian.Boyd%40pnnl.gov%7Ceb380a28f5364423447208d8979f5bdc%7Cd6faa5f90ae240338c0130048a38deeb%7C0%7C0%7C637426057984692982%7CUnknown%7CTWFpbGZsb3d8eyJWIjoiMC4wLjAwMDAiLCJQIjoiV2luMzIiLCJBTiI6Ik1haWwiLCJXVCI6Mn0%3D%7C1000&sdata=XpitU00ONbg6fAIHI6pKE6XN3eiIqtjdGT%2BqoK%2F80Qk%3D&reserved=0
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performance contract, these rates should be used instead of the nominal 
escalation rate to calculate performance period payments. For example, if a site 
has entered into a power purchase agreement (PPA) for a period of years within 
its Energy Savings Performance Contract's (ESPC’s) term, the PPA rates should 
be used to calculate savings under the ESPC during the period covered by the 
PPA.  
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 Organizational Responsibilities and Relationships 

2.1 Assistant Secretary of the Army (Installations, Energy and 
Environment) 

The Assistant Secretary of the Army (Installations, Energy and Environment) (ASA 
(IE&E)) is the principal adviser to the Secretary of the Army on matters related to 
Army installations’ energy and water security and sustainability. The ASA (IE&E) 
is responsible for setting the strategic direction for and ensuring that Army efforts 
related to installations, including Army real estate, energy and water security and 
sustainability, and environment, safety, and occupational health are executed 
consistent with laws, regulations, and policy. 

ASA (IE&E) responsibilities include taking the following actions: 

1. Establish the strategic direction for facilities investment; military construction; 
installations; Army real estate; and energy and water security and 
sustainability. 

2. Provide strategic guidance and supervision for policies, plans, and programs 
for facilities investments, military construction, and energy and water security 
and sustainability. 

3. Supervise and facilitate the development and management of Army 
installations, including facilities investments to support readiness, design, 
construction, physical security, and critical infrastructure. 

4. Ensure that energy and water risk, renewable energy, operational energy 
efficiency, green procurement, and installation management issues are 
appropriately addressed by materiel developers, integrated into acquisition 
program planning and documentation, and addressed as risk areas during 
milestone decision reviews. 

5. Develop policies and supervise the development of Army policies, plans, and 
programs. 

6. Develop and supervise the application of performance goals, metrics, and 
measures for assessing program performance and improvement consistent 
with the Secretary of the Army’s strategy and guidance. 

7. Approve cancelation of solicitations (after Notice to Proceed), termination of 
Task Orders (after award), and waivers to not have to go through full Realty 
Governance Board process. 

 
The ASA (IE&E) monitors the UESC program through the Annual Army Energy 
Report (http://army-energy.hqda.pentagon.mil/reporting/report.asp) and various 
other reports. 

http://army-energy.hqda.pentagon.mil/reporting/report.asp
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2.2 Office of the Deputy Chief of Staff, G-9 Installations (DCS, G-
9) Headquarters, Department of the Army 

The DCS, G-9 responsibilities include the following actions: 

1. Serve as the Army’s UESC program proponent with responsibility for 
developing UESC guidance and providing general oversight. 

2. Issue UESC guidance to Army commands and components. 

3. Designate a DCS, G-9 Program Manager to champion and manage the UESC 
program and be the primary DCS, G-9 point of contact (POC) for UESC issues.  
The DCS, G-9 POC for UESC is Randy Smidt or as subsequently changed in 
writing by the DCS, G-9. 

4. Include the UESC program management duties in the employee’s 
performance standards and annual performance evaluation. 

5. Ensure that the DCS, G-9 and personnel from all commands involved with 
UESCs are adequately trained. The DCS, G-9 is not responsible for funding 
this training. Training courses are available from the Department of Energy 
that cover the basics of UESCs. See Section 2.8 for minimum training 
requirements. 

6. Develop and maintain program guidance to standardize implementation of the 
UESC program and to resolve procedural issues.   

7. Identify and establish Army UESC program goals and associated resource 
requirements. 

8. Participate in Federal coordination meetings.  

9. Act as the Army POC to facilitate discussions with utilities. 

10. Monitor the UESC program to identify all issues impeding the timely and 
successful implementation of the UESC program. 

11. Include the UESC program in the Army Energy and Water Campaign Plan for 
Installations in support of the Army Energy Strategy for Installations. 

12. Maintain a list of known Army Project Facilitators with UESC experience. (See 
Section 2.7, Project Facilitator, for additional information.) 

13. Prepare, maintain, and disseminate “lessons-learned” reports to program 
participants. 

14. Inform the ASA (IE&E) of UESC efforts by providing a quarterly UESC status 
spreadsheet of all planned and ongoing UESC projects, regardless of 
investment value.   

15. Approve award of UESC projects over $15M in cancelation ceiling (investment 
value plus financing acquisition cost), and notify the ASA (IE&E) after receiving 
the request for approval to award. 
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2.3 Army Commands 

The Commanders of Army Land-Holding commands, Army Service Component 
commands, and direct reporting units shall appoint a Command UESC Program 
Manager, in writing, to champion and manage the command’s UESC program.  
The UESC program management duties shall be included in the employee’s 
performance standards and annual performance evaluation. 

The Command UESC Program Manager shall have overall authority and 
responsibility for execution of UESC guidance and general oversight and ensure 
personnel involved with UESCs are adequately trained (the DCS, G-9 is not 
responsible for funding this training). See Section 2.8 for minimum training 
requirements. The DCS, G-9 shall be advised whenever there is a change in 
Program Manager personnel assignment. Furthermore, Commands shall: 

1. Encourage installations to use the UESC contracting method when 
considering energy efficiency improvements or installation of renewable 
energy systems. UESC may not be available to all installations if utility service 
providers do not offer UESC. By statute, 50% of CEWE-identified measures 
must be implemented through ESPC or UESC. 

2. Utilize ESPCs and UESCs to the greatest extent possible, incorporating them 
into an overall strategic approach to resourcing installation management 
objectives, in addition to appropriated funding. 

3. Holistically strategize facility R&M requirements, resilience requirements, and 
energy and water conservation measure (ECM) opportunities to maximize the 
value of energy savings. 

4. Coordinate with the installations on UESC project identification, analysis, and 
execution procedures and activities as needed. 

5. Coordinate with the Resources Division to provide UESC resource 
requirements and ensure installation budgets are sufficient to pay for UESC 
contractual obligations, including technical and contracting support. (U.S. 
Army Corps of Engineers – Huntsville Center [CEHNC] provides its services 
on a reimbursable arrangement.) 

6. Administer, coordinate, and review UESC projects, as appropriate. 

7. Approve award of UESC projects under $15M in cancelation ceiling 
(investment value plus financing acquisition cost), and notify the DCS, G-9 of 
award of any UESC project within 10 days after award. 

8. Secure approval from the Deputy Assistant Secretary of the Army (Energy and 
Sustainability) (DASA (E&S)) before canceling a project after the Notice of 
Intent to Proceed has been issued. Cancelation requests shall be submitted 
via memorandum through the chain of command to the Deputy Chief of Staff, 
G-9 (DCS, G-9) for submittal to the DASA (E&S). The memorandum shall be 
signed by a General Officer or Senior Executive Service member from the 
responsible Command. 

9. Assist installations to obtain resources and technical support. 
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10. Ensure installation-level agreements are established with appropriate utilities, 
as required. 

11. Coordinate with the DCS, G-9 to identify and resolve guidance/technical 
issues concerning UESC projects. 

12. Provide UESC input to the Annual Energy Management and Resilience Report 
(AEMRR) as per annual AEMRR reporting guidance. Commands to validate 
data in the Army Energy and Water Reporting System (AEWRS) Energy 
Manager’s database. Other UESC reports will be provided to the DCS, G-9, 
as required. 

2.4 Installations 

Installation responsibilities include the following actions: 

1. Follow the procedures provided in this UESC guidance document. 

2. Installation/Garrison Commander/The Adjutant General (TAG) responsibilities 
include the following actions: 

a. Follow the required reporting requirements (see Section 6.1). 

b. Utilize ESPCs and UESCs to the greatest extent possible, incorporating 
them into an overall strategic approach to resourcing installation 
management objectives, in addition to appropriated funding. 

c. Holistically strategize facility R&M requirements, resilience requirements, 
and energy and water conservation measure (ECM) opportunities to 
maximize the value of energy savings. 

d. Appoint an installation UESC Program Manager in writing to champion and 
manage the UESC program at the installation. The UESC program 
management duties should be included in the employee’s performance 
standards and annual performance evaluation. Installations should ensure 
that personnel involved with UESCs are adequately trained and resourced.  
See Section 2.8 for minimum training requirements. 

e. Establish a UESC team for each project. The team should include all key 
installation staff, including, but not limited to, those listed in Section 3.2 of 
this document, as well as the Project Facilitator (Section 2.7), if applicable. 

f. Include UESC status updates as an ongoing performance management 
review item. 

g. Issue a Report Award Notification within 10 days of receiving the award. 

h. Retain an electronic copy of all final contract documents (task order [TO], 
signed contract, and supporting documentation) and any contract 
modification documents. 

3. UESC team (Section 3.2) responsibilities include the following actions: 

a. Determine the UESC type/method to be used (Section 3.3). 

b. Actively participate in the following actions: 
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1) Select the utility, as required (Section 3.2). 

2) Identify and evaluate the project, considering results and 
recommendations from the Comprehensive Energy and Water 
Evaluations and Installation Energy and Water Plans. 

3) Conduct feasibility and engineering reviews, develop the Maintenance 
Plan, review and concur on the Performance Verification and/or 
Performance Assurance Plan, review and concur on the financing 
package, award the delivery/TO, and administer the contract. 

4) Resolve contract changes. 

c. Retain documentation and justification for energy and water savings 
baselines, including any adjustments to the baseline and verification 
methods used to determine the savings for the life of the UESC. 

d. Submit candidate projects to the appropriate command UESC POC for 
review and concurrence. 

e. Perform all functional and engineering reviews at the installation to ensure 
proposed projects meet installation requirements, including, but not limited 
to, master planning, safety, legal, energy security, energy resilience, 
cybersecurity, environmental, and engineering. As appropriate, these 
reviews may be completed by contractor staff on behalf of and in 
conjunction with the installation staff. 

f. Review and approve the project development and review schedule with the 
utility. Establish milestone dates and manage project-related issues with the 
utility to achieve scheduled milestones. 

g. Retain the services of a Project Facilitator, as appropriate. 

h. Consider having team members either attend or review archived UESC 
training presentations given at Energy Exchange or Army training sessions. 

i. Monitor all aspects of pre- and post-award utility performance. (The 
Program Manager is responsible for determining post-acceptance savings 
levels and advising the KO of these levels.) This also includes performing 
quality assurance inspections to verify ECM installation to ensure 
equipment has been installed in accordance with the scope. 

j. Perform verification inspection to confirm the equipment and materials meet 
the contract and conform with the existing equipment on site. If the 
Directorate of Public Works does not have the staff to perform this function, 
ensure that the Project Facilitator supports this requirement. 

k. Retain electronic copy of all final contract documents (TO, signed contract, 
supporting documentation, deliverables, and annual reports) and any 
contract modifications. 

l. Within no more than 30 days after award, input UESC data into the AEWRS 
Energy Manager’s database to support the AEMRR. 
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4. Assume responsibility for equipment ownership, operation, maintenance, and 
repair at the end of contract or as negotiated in the contract. These 
responsibilities should be included in the contract (e.g., negotiating ownership 
after contract completion may lead to disputes). Also, when considering life-
cycle issues, there should be a clear responsibility for operation, maintenance, 
and repair once the contract closes. 

2.5 Contracting Agencies 

Contracting agencies provide Installation-, Command-, and Region/Major 
Subordinate Command-level UESC project support, as appropriate. CEHNC, DLA 
Energy, and Mission and Installation Contracting Command (MICC)–Fort Sam 
Houston have been used in the past in addition to local contracting offices. 

Contracting Agency responsibilities include the following actions: 

1. Be the central POC for the contract, project, and/or TO as appropriate.   

2. Conduct the utility selection process in coordination with the requesting 
installation and command. Provide justification for the selection. 

3. Develop and present training workshops, as required, for the Contracting 
Officer’s Representative and other installation-level personnel.    

4. Provide legal and contract support and/or consultation services.  
Additional services may be made available by the Contracting Agency but 
are not mandatory. 

5. Develop a schedule for project development in collaboration with the 
installation and utility. Gain written concurrence from all parties. 

6. Work with the installation to develop and disseminate performance metrics 
for the utility before award, refine the measurement and verification (M&V) 
and Performance Assurance process, require the utility to provide valid 
and measurable performance reports, and provide regular performance 
evaluation and process improvement discussions with the installation and 
utility to assist them in improving their customer satisfaction rating. 

7. Provide cost projections/estimates for UESC/technical services and report 
all actual project-related expenditures as requested by the installation, 
Command, or DCS G-9. 

8. Provide post-TO award contract administration and assistance for the life 
of the contract. (This is a cost that an installation will pay). 

9. Provide reports to DCS G-9 as requested. 

10. Execute, administer, and close out contracts, as applicable. 

2.6 Utilities 

The utility provides Energy Management Services (EMSs) (usually through 
subcontractors) via an executed contract with the Government, which is further 
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clarified through TOs. Performance-based expectations for the utility may include 
their performance of the following actions: 

1.  Ensure overall project success (project development, execution, 
commissioning, performance period services as included in the contract, and 
overall project performance). As the prime contractor, the utility has overall 
responsibility for the project. This includes primary responsibility for areas such 
as safety, quality, and performance. 

2.  Participate in the project development and review schedule with installation 
UESC team members to establish roles, responsibilities, and milestone dates 
and manage project-related issues, as necessary, to achieve scheduled 
milestones and expectations. 

3.  Coordinate with the installation UESC Program Manager to develop 
projects within DCS, G-9 guidelines and command program milestones.   

4.  Provide training for personnel at installations, as required. 

All serving utilities, including cooperatives and utility privatization (UP) contractors, 
can enter into UESC agreements with the installations they provide services to.  
UESC is not limited to only commodity-providing utilities. UP service providers may 
be considered distribution-only utilities for the purpose of executing UESCs. The 
UP contract may need to be amended to allow this work. UESC work may only be 
performed in Federal facilities, not on privatized utility systems (or other privatized 
assets such as RCI Housing) that are no longer Federal real property. 

2.7 Project Facilitator 

A Project Facilitator is often helpful, but not required,1 when an installation is 
considering a UESC. The Project Facilitator should report to the installation UESC 
Program Manager and can contribute during all phases of the project. Project 
Facilitators are experienced in the range of technical, financial, contracting, and 
legal aspects that are a part of the UESC process.   

There are two primary questions that should be addressed when considering 
whether a Project Facilitator should be used:   

• Is there staff available to manage and lead a UESC to completion2 as a 
priority project?   

• Do installation staff have the necessary expertise regarding potential 
energy (including renewables) and water efficiency technologies, financing, 
contracting, and legal aspects of UESCs? 

If the answer to both questions is “Yes,” then the site should verify the availability 
and commitment of resources to facilitate the UESC in-house. Otherwise, adding 
a Project Facilitator to the team is highly recommended. 

 
1 Project Facilitators are required for Energy Savings Performance Contracts (ESPCs). 
2 Throughout a UESC project, there will be the need to coordinate with multiple organizations and 
to respond to their requests in a timely manner. 
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The responsibilities of a Project Facilitator include the following actions: 

1. Provide regular project updates to the installation UESC Program Manager. 

2. Support the UESC Program Manager when meeting with utilities new to 
UESCs to explain the program and encourage them to become involved. 

3. Assist the installation and utilities in working together and furthering their 
business relationship to develop a contract to perform energy or water projects 
in accordance with this document. 

4. Stay involved throughout the UESC process to ensure a successful project 
outcome and assist with further project development, if necessary. 

5. Evaluate the Maintenance Plan, Performance Verification Plan, and/or 
Performance Assurance Plan for technical adequacy. 

6. Provide a business case review of the TO proposals and financing plan. 

The following resources are available to the Project Facilitator:   

• The CEHNC and U.S. Army Mission and Installation Contracting Command 
are the preferred sources of contracting services and project management.  
CEHNC project managers may be used to fulfill the role of Project 
Facilitator. 

• DOE national laboratories are sometimes funded by DOE FEMP to initiate 
UESC agreements between Army sites and their serving utilities. National 
laboratories may be contracted to provide the Project Facilitator. 

• DOE FEMP can also provide a Federal Project Executive, but the 
installation must fund this through an Interagency Agreement with the DOE 
Golden Field Office. (For more information about Federal Project 
Executives, go to https://www.energy.gov/eere/femp/federal-project-
executives-espc-uesc-and-espc-enable-projects.) 

• The Defense Logistics Agency – Energy offers contracting services.   

• GSA’s Federal Supply Service offers a schedule for Energy Management 
Support and Services under Special Item Numbers 871 202 (Energy 
Management and Program Strategies) and 871 211 (Energy Consulting 
Services). 

• Resource Efficiency Managers (REMs), where already in place or where 
obtained through the GSA 871 208. 

 

https://www.energy.gov/eere/femp/federal-project-executives-espc-uesc-and-espc-enable-projects
https://www.energy.gov/eere/femp/federal-project-executives-espc-uesc-and-espc-enable-projects
https://www.gsa.gov/about-us/organization/federal-acquisition-service/office-of-general-supplies-and-services
https://www.gsa.gov/about-us/organization/federal-acquisition-service/office-of-general-supplies-and-services
http://www.gsaelibrary.gsa.gov/ElibMain/sinDetails.do?executeQuery=YES&scheduleNumber=03FAC&flag=&filter=&specialItemNumber=871+202
http://www.gsaelibrary.gsa.gov/ElibMain/sinDetails.do;jsessionid=5E5B38FE0311FBB62E7AE95A45522D51.node1?executeQuery=YES&scheduleNumber=03FAC&flag=&filter=&specialItemNumber=871+211
http://www.gsaelibrary.gsa.gov/ElibMain/sinDetails.do?executeQuery=YES&scheduleNumber=03FAC&flag=&filter=&specialItemNumber=871+208
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2.8 Training  

Personnel involved with UESCs shall be adequately trained to perform UESC-
related duties, including due-diligence. The DCS, G-9 is not responsible for 
funding this training. The Department of Energy has free training available online 
at: https://www7.eere.energy.gov/femp/training/curriculum-filter/espc-uesc-
appropriations-project-development. 
 
The following courses constitute the minimum training requirements for UESC 
personnel: 

Title Level Length CEUs 

UESC On-Demand Webinar Series: Phase 
1 - Acquisition Planning  

Introductory 1 hour 0.20 

UESC On-Demand Webinar Series: Phase 
2 - Utility Selection and Preliminary 
Assessment 

Introductory 1 hour 0.20 

UESC On-Demand Webinar Series: Phase 
3 - Project Development 

Introductory 1 hour 0.20 

UESC On-Demand Webinar Series: 
Phases 4 and 5 - Project Implementation 
and Construction and Post-Acceptance 
Performance 

Introductory 
 

0.20 

UESC On-Demand Webinar Series: UESC 
Introduction Part 1 - Overview and 
Background 

Introductory 1 hour 0.20 

UESC On-Demand Webinar Series: UESC 
Introduction Part 2 - Legislation and 
Contracting 

Introductory 1 hour 0.20 

UESC On-Demand Webinar Series: Special 
Topic - Performance Assurance for Utility 
Energy Service Contracts  

Intermediate 1 hour 0.20 

https://www7.eere.energy.gov/femp/training/curriculum-filter/espc-uesc-appropriations-project-development
https://www7.eere.energy.gov/femp/training/curriculum-filter/espc-uesc-appropriations-project-development
https://www.wbdg.org/continuing-education/femp-courses/fempodw051
https://www.wbdg.org/continuing-education/femp-courses/fempodw051
https://www.wbdg.org/continuing-education/femp-courses/fempodw052
https://www.wbdg.org/continuing-education/femp-courses/fempodw052
https://www.wbdg.org/continuing-education/femp-courses/fempodw052
https://www.wbdg.org/continuing-education/femp-courses/fempodw053
https://www.wbdg.org/continuing-education/femp-courses/fempodw053
https://www.wbdg.org/continuing-education/femp-courses/fempodw055
https://www.wbdg.org/continuing-education/femp-courses/fempodw055
https://www.wbdg.org/continuing-education/femp-courses/fempodw055
https://www.wbdg.org/continuing-education/femp-courses/fempodw055
https://www.wbdg.org/continuing-education/femp-courses/fempodw050
https://www.wbdg.org/continuing-education/femp-courses/fempodw050
https://www.wbdg.org/continuing-education/femp-courses/fempodw050
https://www.wbdg.org/continuing-education/femp-courses/fempodw054
https://www.wbdg.org/continuing-education/femp-courses/fempodw054
https://www.wbdg.org/continuing-education/femp-courses/fempodw054
https://www.wbdg.org/continuing-education/femp-courses/fempodw056
https://www.wbdg.org/continuing-education/femp-courses/fempodw056
https://www.wbdg.org/continuing-education/femp-courses/fempodw056
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 Utility Energy Service Contracting Procedures 

3.1 Basic Philosophy 

A successful UESC requires recognition and acceptance of the unique aspects of 
the contract relationship and mutual commitment from the Government and the 
utility to become true partners in the enterprise. Both parties must enter the 
contract in good faith. A UESC is a long-term relationship. The utility and the 
Government must both be aware of the specific goals and objectives of the 
proposed project(s). For this reason, the goals and expectations should be specific 
and well-documented. A UESC can be an effective tool for achieving resilience 
and energy reductions in Federal facilities, but to maintain the program’s viability, 
cost-effectiveness, and functionality, diligence must be exercised, and a spirit of 
genuine partnership must exist. 

The UESC process requires strong communication and cooperation among 
installation personnel and between the installation and utility. A successful project 
should lead to many others, so it is critical to work openly and be knowledgeable 
about all aspects of the process. 

3.2 Starting a UESC Program at an Installation 

Discussions leading to a UESC may be initiated by either a utility or the installation.  
It is important to involve all participating installation personnel as soon as the 
installation knows a UESC will be pursued. The process should go more smoothly 
if organization, team involvement, and documentation begin early. Starting early 
also helps win management approval. Below are steps for initiating a UESC 
program: 

1. FORMING THE UESC TEAM. The Garrison Commander’s/TAG’s appointed 
UESC POC should identify key players in the UESC process and assign roles 
and responsibilities. Everyone involved should be informed of the process as 
soon as it begins, should be kept informed throughout the project, and remain 
focused on the ultimate project goals. Depending upon the project scope, the 
following groups should be involved or represented: 

• upper management or other decision-makers 

• Director of Public Works/Construction & Facility Management Officer 

• energy managers 

• engineers 

• environmental officers 

• building operators/managers 

• Contracting Officers 

• procurement personnel 

• legal representatives 

• utilities budget managers 

• tenants 
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• maintenance staff 

• security officers 

• information technology staff (including Network Enterprise Command staff 
and Signal Command staff who need to be engaged in cybersecurity 
requirements) 

• master planning staff 

• utility partners 

• Project Facilitator (if used) 

• REM (if on-site). 

2. BRIEFING THE UESC TEAM. The UESC POC should explain the UESC 
process to the team and provide documentation for reference purposes.  
Documenting the process and establishing a Project Documentation Plan will 
help personnel joining the team later in the process (because of turnover or 
other reasons) understand the plan more quickly and thoroughly. It will also 
help current team members understand their specific roles in achieving the 
project goals. Ensure there is mutual understanding across the team about 
each person’s role and significance in the process. 

3. TEAM CONSIDERATIONS. The team needs to identify site goals, needs, and 
potential conflicts and work to gain approval and support from management 
and other participants. Items that should be specifically addressed include the 
following: 

• current energy and water goals, including Army-wide directives  

• critical mission sustainment requirements 

• energy security and resilience goals 

• other site goals, including infrastructure, operational, safety, comfort, 
environmental, or other improvements 

• budget and financial concerns 

• environmental constraints 

• cybersecurity concerns 

• possible conflicts with current or planned construction and demolition 
projects 

• master planning 

• technical feasibility 

• unique facility issues, including tenant involvement 

• potential mission impacts  

• changes in operation and maintenance (O&M) practices and their potential 
implications for the current O&M/base operations support contracts. 

4. COLLECTING DATA. The UESC team should gather information about the 
installation and areas where energy or water efficiency needs improvement. 
Collect utility use and cost data and meter readings from at least the past two 
years, building automation system trend data (when available), building 
equipment lists, O&M records identifying failing or troublesome equipment 
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and/or high frequency of trouble calls, and previous energy and water audit 
information. Recommend utilizing the results and recommendations from 
recent Comprehensive Energy and Water Evaluations or Installation Energy 
and Water Plans to guide the selection of the proposed measures. Prioritize 
the list of needs and potential improvements. This information will be used in 
the development of the utility contractor selection process. 

The quadrennial building evaluations required by the Energy Independence 
and Security Act (EISA) Section 432 or by Comprehensive Energy and Water 
Evaluations (CEWEs) may help provide much of this information. DOE is 
expected to require that these audits identify efficiency measures and make 
this information readily available, providing an easy starting point for UESC 
development. 

5. ENERGY ACT OF 2020 COMPLIANCE. In compliance with the Energy Act of 
2020, performance contracting shall be used to implement at least 50 percent 
of the cost-effective ECMs identified within CEWEs. ECM implementation shall 
occur not later than 2 years after the date of CEWE completion. Applicable 
ECMs are those that are life-cycle cost-effective, as determined by evaluating 
an individual measure or a bundle of measures with varying paybacks. 
Bundling of measures is the Army’s preferred approach, in conformance with 
Section 2837 of the National Defense Authorization Act for Fiscal Year 2018, 
to maximize the investment value of energy savings 

6. SELECTING THE UTILITY. If only one serving utility holds an active GSA 
Areawide Contract for Public Utility Service and it offers Energy Management 
or Energy-Related Service Contracts, then a sole source procurement is 
possible. Otherwise, in accordance with FEMP’s Utility Energy Services 
Contracts Lessons Learned, “if there is more than one serving utility company 
offering utility energy services (for example, a gas company and an electric 
company), the Federal Acquisition Regulations and good fiscal management 
would require the Government to evaluate each utility and select the one that 
provides the best value.” 

To ensure that competition in procurement requirements is satisfied, the UESC 
Program Manager should work with the KO to develop a utility contractor 
selection plan. The plan should, at a minimum, do the following: 

• Determine the installation’s priorities/preferences for: 

o potential technology applications and/or energy and water projects to 
ensure that the installation’s needs are addressed,   

o economic criteria (i.e., contract term, financing rates, acceptable ECM 
and project simple paybacks, and O&M), 

o potential contract methods (Section 3.3).   

Contact the serving electric, natural gas, and water utilities by sending a “Letter 
of Interest to Serving Utilities” to identify potential utility interest or by other 
preferred means of communication developed between the installation and 
serving utilities.   

https://energy.gov/sites/prod/files/2013/10/f4/uescs_lessons_learned.pdf
https://energy.gov/sites/prod/files/2013/10/f4/uescs_lessons_learned.pdf
https://www.energy.gov/eere/femp/downloads/letter-interest-serving-utilities-electric-natural-gas-and-water-template
https://www.energy.gov/eere/femp/downloads/letter-interest-serving-utilities-electric-natural-gas-and-water-template
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In the event that more than one serving utility indicates an interest in partnering 
with the installation, address how the selection process will be used to justify 
final award. This selection plan should identify evaluation factors and their 
relative scoring weights. 

If a UESC is the preferred project execution by an installation but no utility 
offers UESC programs, contact your command UESC program coordinator for 
options/input. 

The utility contractor selection plan should be reviewed and approved by the 
installation legal department before contacting utilities. For sample selection 
planning documents, consult the Utility Energy Service Contracts Guide (see 
Utility Selection Evaluation Factors Sample on page 24 of the hyperlinked 
resource). 

7. HOLDING UTILITY MEETINGS. The UESC Program Manager, and other 
UESC team members as appropriate, should meet with or talk to all serving 
utilities (electric, gas, and water) and ask what services each offers or would 
be willing to offer. Ask about their experience with UESCs and if they would 
be willing to enter into an agreement with the installation, or if they have an 
existing agreement that may be used. Ask about available incentives, rebates, 
and other utility services such as Load Response/Demand Response that may 
be offered in addition to UESCs. All coordination with a utility can improve the 
relationship between the installation and utility, which in turn can benefit the 
UESC and implementation. 

FEMP considers the Power Marketing Administrations (PMAs)—Bonneville 
Power Administration (BPA), Southeastern Power Administration, 
Southwestern Power Administration, and Western Area Power 
Administration—and the Tennessee Valley Authority (TVA) to be utilities. The 
PMAs are part of DOE, while TVA is a Federally owned electric utility 
corporation. 

Exploring the available options from all serving utilities will increase the 
likelihood of creating a successful and financeable project because 
competition can lead to better prices and offers. This exploration can begin 
with getting an understanding of a utility’s previous UESC experience or 
through discussions with other Federal entities in the area or with the utilities 
themselves. This process allows the UESC team to make an educated 
decision regarding the utility partner they select for a UESC agreement. 

FEMP has an interactive resources database that lists what incentive 
programs can be found by state at http://energy.gov/eere/femp/energy-
incentive-programs. These listings are not guaranteed to be completely 
accurate and up to date because program offerings are adjusted annually, so 
meeting directly with your utilities is still essential. The utilities may have 
already worked with the Army or other Federal agencies to complete efficiency 
projects, which would be beneficial but is not a requirement. 

https://energy.gov/eere/femp/downloads/utility-energy-services-contracts-guide-0
https://www.energy.gov/ea/power-marketing-administrations
http://energy.gov/eere/femp/energy-incentive-programs
http://energy.gov/eere/femp/energy-incentive-programs
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3.3 Potential Contract Methods 

UESCs can be acquired through a variety of procurement pathways. A UESC can 
involve a multi-year relationship to promote positive project results and a mutually 
beneficial business relationship.  

1. AREAWIDE CONTRACTS (AWCs). AWCs are available at most large 
installations. The GSA has established Areawide Public Utility Contracts 
(referred to as an Areawide Contract or AWC) with specific utilities to describe 
how a Federal agency can acquire utility service (electricity, natural gas, 
and/or water), EMSs, and/or interconnect renewable energy systems within 
the utility’s service territory. A current list of AWCs can be downloaded from 
http://www.gsa.gov/ / portal content/184627. Look for a “DSM” (Demand-Side 
Management) notation in the Utility Service(s) column. The basic AWC is for 
the delivery of a product (electricity, natural gas, water, etc.). DSM denotes a 
collection of EMSs, which includes the UESC possibility. 

AWCs are essentially indefinite-delivery/indefinite-quantity contracts. While an 
AWC spells out general terms and conditions, there are exhibits that act as 
TOs in which specific actions are described and financial commitments are 
obligated. AWCs must be renewed at least every 10 years, but a UESC can 
be initiated at any point within the contract life and can continue beyond the 
current AWC expiration date. 

A UESC implemented under an AWC is required to reduce energy or water 
consumption or demand for most of the work completed. The measures taken 
must improve real property (i.e., buildings, fueling stations); changes to 
vehicles, for instance, are not allowed under an AWC. 

2. BASIC ORDERING AGREEMENT (BOA). BOAs are available at all 
installations and are used to establish general terms and conditions. A BOA is 
not a contract. A Delivery Order placed under a BOA constitutes general terms 
and conditions and details the services to be delivered. The BOA lists who can 
use the agreement to issue orders, specifies when an order becomes a 
binding contract, describes the method of price determination and payment 
procedures for the project, provides delivery terms and conditions or specifies 
how to determine them, and indicates how disputes are handled. Each BOA 
is reviewed at least annually to incorporate any new regulations, but changes 
are not retroactive to previously placed TOs. 

Installation services typically use BOAs. If a BOA is in place for an installation’s 
utility instead of, or in addition to, an AWC, it is most convenient to establish 
UESCs using an Army BOA. 

3. AGENCY MASTER AGREEMENT (AMA)/MODEL AGREEMENT. AMAs are 
available at all installations and are like a BOA in that they are an agreement 
between the Army and the utility that individual installations can access via 
TOs. The AMA does not contain requirements for what must be included in 
the contract or when it must be reviewed and revised. It is agency-specific, so 

http://www.gsa.gov/portal/content/184627
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the Army can choose to include provisions or requirements that are 
appropriate for installation-specific purposes. 

A template for an agreement between a Federal agency and a utility company 
for the implementation of ECMs and DSM services and explanations for the 
agreement can be found at 
https://energy.gov/eere/femp/downloads/agreement-template-energy-
conservation-and-demand-side-management-services. 

4. SITE-SPECIFIC CONTRACT. Site-specific contracts are also established 
between an agency and utility but are intended for use at a single installation.  
Without a template or required inclusions, putting together a site-specific 
contract can take more time but can be beneficial for special situations. For 
instance, a site-specific contract has been used when both a Federal Power 
Marketing Administration (such as BPA) and the local utility were used under 
a UESC. Ideas and language can still be borrowed from the model agreement 
or other contract methods to write the site-specific contract. 

3.4 Performance Assurance 

UESCs differ from ESPCs in several ways. One principal difference is that while 
ESPCs legally require the contractor to guarantee savings, UESCs do not, by law, 
have this same requirement. While UESCs may include savings guarantees on a 
case-by-case basis, the process of documenting and assuring savings in a UESC 
is required and called Performance Assurance. Performance Assurance is a 
method or process of validating the achievement of the proposed benefits of a 
project over the life of the contract. 

During the Investment-Grade Audit (IGA) process,3 both parties (the Army 
installation and the utility) will need to determine the appropriate approach to 
documenting that the ECM implementation will achieve the desired outcomes 
throughout the term of the contract. The best projects are those that improve 
security and resilience, maintain mission readiness, and reduce overall resource 
(energy and water) consumption.   

Once the implementation phase begins, the complexity of the Performance 
Assurance process will depend on the detailed information available from installed 
monitoring and reporting systems, utility billing data, and whether site staff are fully 
trained to manage the new ECM technologies. If any of these functions will not be 
sufficient to meet expectations, then the utility may be tasked to perform more 
aggressive Performance Assurance activities. 

Once the ECMs are installed, they will undergo a Commissioning review as part of 
project acceptance and the results will be documented in a report. Additionally, a 
new project shall be created in the UESC section of AEWRS to document the 

 
3 Sometimes referred to as a Feasibility Study or Detailed Feasibility Study. 

https://energy.gov/eere/femp/downloads/agreement-template-energy-conservation-and-demand-side-management-services
https://energy.gov/eere/femp/downloads/agreement-template-energy-conservation-and-demand-side-management-services
https://www.energy.gov/eere/femp/performance-assurance-planning-utility-energy-service-contracts
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commissioning.4 Refer to Section 6.5.9, UESC, in the current AEWRS User 
Manual. 

UESCs are services contracts and do not always require M&V depending on the 
ECM. However, if the stated purpose of the UESC is to save energy and/or water, 
or if the UESC is financed, energy-saving measurements are required by EISA 
2007 and the Office of Management and Budget as part of the management of the 
project and for reporting to the Department of Defense (DoD). This measurement 
may or may not be linked to a savings guarantee and therefore should be 
appropriate for the purpose. M&V linked to a performance guarantee will by nature 
be more rigorous than if the purpose is just a simple check and if savings are being 
achieved by the project. The approach to implementing energy- and water-saving 
measurements should be established during the project planning process with the 
utility and UESC team. The energy- and water-saving measurement can be as 
simple as verifying proper ongoing operations and confirming that the ECMs will 
deliver their desired performance over the life of the agreement. The intent is to 
confirm that the post-installation conditions are still producing the energy savings 
as originally intended. This can be accomplished by recommissioning every 2 
years or through ongoing O&M with documentation of the performance of the ECM 
to ensure expected energy/water cost savings are being achieved over the lifetime 
of the contract term. 

Depending on the ECM, spot or short-term metering may be sufficient to 
characterize the baseline condition, with metering of one or more variables after 
retrofit installation. It is appropriate to use spot or short-term measurements in the 
post-installation period to determine savings when variations in performance are 
not expected. When variations are expected, it is appropriate to measure factors 
continuously during the post-installation period. Continuous monitoring of 
information can be used to improve or optimize the operation of the equipment 
over time, thereby improving the performance of the retrofit. 

Whole facility meter, utility meter, or submeter data analysis procedures are 
available that verify the performance of retrofit projects.5 Because utility meters are 
the basis for utility costs, analysis of baseline and post-retrofit utility bills (or other 
whole facility meter data) may sometimes be an appropriate way to determine 
savings. Savings are determined through analysis of utility or metered data 
(therms, fuel oil, kilowatts, kilowatt-hours, etc.) and the independent variables that 
affect energy consumption. Whole building metering (M&V Option C) utilizing 
advanced meters is best used for larger renovation projects with systems that 
affect the majority of energy usage in the building. 

 
4 Refer to DOE guidance on commissioning at www.energy.gov/eere/femp/commissioning-
federal-buildings 
5 Whole facility savings should be weather-corrected according to DOE Whole Building Option B. 

http://www.energy.gov/eere/femp/commissioning-federal-buildings
http://www.energy.gov/eere/femp/commissioning-federal-buildings
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Regardless of the approach, an energy-saving measurement strategy should be 
developed at the start of the project planning. Here are links to UESC training 
opportunities:  

• https://www.wbdg.org/continuing-education/femp-
courses/femplw01262021 

• https://www.wbdg.org/continuing-education/femp-courses 

State Public Utility Commissions may require their regulated utilities to verify 
energy savings resulting from projects that have received utility incentives as part 
of an energy efficiency program. For example, Pacific Gas & Electric is required to 
provide/verify energy savings for projects that receive incentives paid from rate-
payer funds. Further, these projects are subject to audits by the California Public 
Utilities Commission, and Pacific Gas & Electric may be subject to penalties if the 
energy savings are not realized. 

Utilities with commissioning programs may provide incentives to the customer if 
the deficiencies discovered during commissioning are corrected. 

If a savings guarantee is permitted and the project desires to include a guarantee, 
the M&V should be more rigorous and follow the same DOE M&V protocol (as 
referenced in Section 3.4.2 below) as would be done for an ESPC project when a 
guarantee is required. 

If a guarantee is not desired, the payment schedule for the project should set a 
limit of 85 percent of projected savings to be used for payments as a risk mitigation 
measure. If a guarantee is used, the payments may be as high as 95 to 99 percent 
of projected savings as appropriate for the particular ECM and level of confidence. 

The use of an ECM Performance Assurance Checklist is encouraged (see Section 
3.4.1). This checklist is intended to support the KO and technical representative 
during installation, performance testing, and acceptance. Ideally, checklist items 
will be included in the TO statement of work and fully developed in the IGA6 report 
to ensure that implementation and performance meet the design intent. The 
completed checklist would be used in ECM and project acceptance efforts and 
then become part of the contract documents file. 

3.4.1 ECM Performance Assurance Checklist 

In coordination with the utility-developed Performance Assurance plan, this 
checklist provides guidance to ensure that implementation and performance meet 
design intent. While detailed, the checklist only provides a rough structure and will 
not account for all aspects of every ECM. The steps are categorical and activities 
within each category are project- and ECM-dependent.   

For each ECM: 

1. Document the purpose/goal of the measure (design intent or basis of design). 

 
6 Sometimes referred to as a Feasibility Study or Detailed Feasibility Study. 

https://www.wbdg.org/continuing-education/femp-courses/femplw01262021
https://www.wbdg.org/continuing-education/femp-courses/femplw01262021
https://www.wbdg.org/continuing-education/femp-courses
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2. Confirm the ECM was installed, commissioned, and performs as designed. 
Update AEWRS. 

3. At the end of 1 year, recommission the ECM and document the findings. 
Update AEWRS. 

4. Document that agreed-to staff operations training was provided. If instructional 
manuals are provided, document their receipt and where they are 
stored/located. If additional training is required, document at time of its 
provision. 

5. Document maintenance, repair, and replacement activities performed by the 
utility partner. 

6. Document follow-on inspections or verifications performed by contractor or site 
staff over the term of the contract. 

7. Document identified performance variation needing correction and the 
recommissioning steps taken. 

3.4.2 Measurement of Energy Savings 

Measure the savings to verify that desired ECM performance is being achieved.  
The level of M&V must be appropriate to the stated purpose. For financed projects 
and projects with associated savings guarantees, ongoing periodic savings 
verification must be performed. For simple projects with no guarantee, this may 
take the form of checking billing or AEWRS data or an OPTION A type 
measurement option per DOE M&V guidance 
(https://www.energy.gov/eere/femp/downloads/mv-guidelines-measurement-and-
verification-performance-based-contracts-version). For a project with an 
associated savings guarantee, a more rigorous M&V approach will be desired, 
likely aligned with DOE M&V Options A, B, or C as appropriate to the ECM and the 
proportion of savings from the respective ECMs. If the utility cannot or is not willing 
to offer a savings guarantee, the project may be able to obtain a savings guarantee 
through an Energy Services Company (ESCO) subcontractor if the utility has 
subcontracted out the implementation. This will, however, add additional cost to 
the project and raise the financing rates available for the project. Any M&V plans 
shall be documented as part of the overall Performance Assurance plan regardless 
of whether a guarantee is included or not. 

3.5 Maintenance, Repair, and Replacement (Formerly Known as 
Operations and Maintenance Activities) 

In accordance with the 20 November 2018 OSD Policy on Energy Savings 
Performance Contracts and Utility Energy Service Contracts, assumption of 
maintenance, repair, and replacement (MR&R) for all ECMs shall be carried out 
by the utility partner and subcontracting ESCO in a UESC. Exceptions to the OSD 
policy should only be permitted on a case-by-case basis, and any Army location 
desiring to assume responsibility for the MR&R of an ECM must provide 
justification and request a waiver in a memorandum for approval before award by 
Command G-4 if below the $15M cancelation ceiling threshold or by ADCS, G-9 if 

https://www.energy.gov/eere/femp/downloads/mv-guidelines-measurement-and-verification-performance-based-contracts-version
https://www.energy.gov/eere/femp/downloads/mv-guidelines-measurement-and-verification-performance-based-contracts-version
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above the $15M cancelation ceiling threshold. The memorandum shall be 
documented as part of the DFS/IGA. The request memorandum must be signed 
by the Installation Commander or a commanding officer and must be submitted 
along with the request for approval to award. DCS, G-9 must submit to the Office 
of the Deputy Assistant Secretary of Defense for Energy (ODASD(E)) as part of 
the quarterly reporting to OSD after the contract has been awarded.   

3.6 Cybersecurity 

UESCs must include a cybersecurity plan for ECMs and energy resilience projects 
that include the installation or modification of Operational Technology (OT) in 
accordance with the U.S. Army Network Enterprise Command and U.S. Army 
Environmental Command G-6, among others. OT encompasses Platform 
Information Technology, Control Systems, or FacilityRelated Control Systems. 
Cybersecurity for OT shall be incorporated in accordance with Unified Facilities 
Criteria (UFC 4-010-06), “Cybersecurity of Facility-Related Control Systems”, 
September 2016; "Supply Chain Materiel Management Regulation” (DoD 
Instruction [DoDI] 4140.0 l); DoD FAR Supplement Clause 252.204-7012, 
“Safeguarding Covered Defense Information and Cyber Incident Reporting”; the 
DoD Cybersecurity 8500 series of directives and instructions; AR 380_27 
Tempest, AR_530_1 OPSEC, AR25-2_Army Cybersecurity; AR 525-15 Software 
Reprogramming for Cyber Electromagnetic Activities; and AR70-75 Survivability of 
Army Personnel and Materiel. All ECMs and energy resilience projects must 
adhere to the Army’s existing cybersecurity policy and guidance. The utility partner 
shall assess OT installed and operating under the UESC throughout the life of the 
contract in accordance with DoD and the Army's cybersecurity policies and 
methodologies, and, where necessary, execute appropriate action in adherence 
with the FAR, the FAR Supplement, and the above references to ensure the 
cybersecurity of these systems. 

3.7 Additional Considerations 

This section includes additional considerations an installation should consider 
when pursuing a UESC. They include: 

1. FUEL-NEUTRAL APPROACH.  In the early stages of discussing UESC goals 
with a serving utility, emphasis should be placed on a fuel-neutral approach to 
implementing projects. That is, the utility should be willing to (1) consider 
improvements for all sources of energy (including solar and other renewables), 
as well as for water savings, and (2) determine the most cost-effective projects 
considering all sources of energy, even though the utility may only sell 
electricity or only sell natural gas, as part of the delivery service agreement 
with the installation. 

If a technology is cost-effective and results in energy-saving resilience 
improvements, it should be considered without regard to maintaining the 
existing fuel source. For example, a retrofit of an aging oil-fired boiler should 
consider a natural gas boiler (including the cost of running a gas line if 
necessary) and an electric boiler in the life-cycle cost (LCC) analysis and make 
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the final selection of the fuel based on the LCC analysis and greenhouse gas 
emission reduction goals. 

If a serving utility prefers to only offer UESC services for the commodity they 
sell, the installation should consider also working with a utility that provides the 
alternative commodity(s) so that projects can be implemented for all 
commodities. 

2. PARTNERING. Treat your utility partner with respect and professionalism.  
Make all relevant facility information available and work with the utility as they 
develop projects for the installation. Make the utility aware of the installation’s 
overall master plan, consider providing on-site facilities for their personnel, 
provide access to all relevant site facilities, and introduce them to key 
players/offices. 

Do not ask the utility to provide proposals on projects that you do not intend to 
follow through with. This is a waste of the utility’s resources and may result in 
a soured relationship between the installation and the utility. It could also 
potentially raise claims for development costs if the project is canceled. 

Respect the utility’s business needs while meeting the installation’s mission 
objectives. Choose projects that both parties are interested in pursuing, rather 
than implementing projects that are not beneficial to the installation or that 
push the utility beyond their comfort level. Work with other utilities or project 
implementation methods if necessary to maintain a good relationship while 
meeting installation needs. 

For a large UESC (over $15 million investment value), it is recommended that 
a formal “partnership” development training exercise be held in conjunction 
with the kickoff meeting or early in project development. This training has been 
successfully used on large ECM implementation projects and can rapidly 
develop an atmosphere of joint effort on the project objectives, resulting in 
significantly improved communication and a mutually beneficial approach to 
problem solving. 

In addition, it is useful for the parties to discuss and determine the path forward 
given various scenarios: (1) the project exceeds expectations, (2) the project 
meets expectations, (3) the project does not fully meet expectations, but still 
saves energy and provides ancillary benefit, and (4) the project does not meet 
expectations and uses more energy than before. By clearly mapping out and 
defining future scenarios, future difficulties can be mitigated. 

3. BUNDLING. Bundling different efficiency measures—energy, water, 
resilience, and renewables—can combine long-term payback measures with 
short-term payback measures to produce a comprehensive portfolio of 
projects. When bundling efficiency measures, the entire group of measures 
must have a net present value greater than zero. While there is not a maximum 
simple payback period for the project bundle, individual efficiency measures 
may not have a simple payback of more than 40 years, based on the NIST 
life-cycle costing period for Federal buildings. There may be exceptions made 
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for measures such as resilience. Each individual ECM must only be life cycle 
cost-effective. 

The installation should take advantage of bundling opportunities to maximize 
the project’s overall effectiveness. Combining measures allows an installation 
to get the most out of each contract by minimizing transaction costs and 
optimizing energy and water savings. It creates the potential for interactive 
effects and combined savings because of the different projects working 
cooperatively. This approach may enable more attractive financing because 
diversification will lower the perceived risk for the financing company and 
larger projects may in some cases lower financing costs. 

The longest-life measure in the bundle drives the maximum length of the 
contract. The contract cannot exceed the industry-recognized life cycle of the 
longest-life measure in the bundle. At period end, the future value for all 
measures must be greater than zero. 

All equipment with a life cycle shorter than the contract term should be 
replaced during the contract so the future value at the end of the contract is 
greater than zero. For instance, if one measure in a UESC has a life of 10 
years and another has a life of 7 years, the contract has a maximum length of 
10 years. If the finalized contract has a life of 10 years, the equipment with a 
life of 7 years must be replaced before the contract ends in the tenth year. 

4. ENERGY ESCALATION RATES. Energy escalation rates for CONUS ESPCs 
will use the nominal escalation rate for each utility as calculated by the Energy 
Escalation Rate Calculator (EERC). The “carbon pricing scenario” that is 
aligned with current Federal policy at the time of use is the scenario that shall 
be selected to inform the calculation. Exceptions may be made 
in cases where utility rates have been contractually established and are 
available at the time of entering into a performance contract, these rates 
should be used instead of the nominal escalation rate to calculate 
performance period payments. For example, if a site has entered into a PPA 
for a period of years within its ESPC’s term, the PPA rates should be used to 
calculate savings under the ESPC during the period covered by the PPA. 

5. OTHER. A UESC can be used for a variety of purposes, including obtaining 
the services of a REM. A REM finds and implements utility projects on an 
installation or group of installations. The project savings and acquisition of 
additional funds resulting from implementation of projects can be used to offset 
the REM’s salary. In these cases, the project savings should exceed the 
overhead cost of the REM. 

A UESC can also be used to obtain funds for efficiency projects associated 
with other construction projects. If a renovation or other construction project 
(except Army military construction) is planned but does not include energy or 
water improvements, a UESC can be used to add measures to the current 
scope of work. This is an ideal way to minimize on-site disturbances and 
potentially save construction costs. 



DA Guidance to Implement a UESC 

 

Page 25 of 81 
 

While rushing through the project process is not recommended, it is important 
to remember that there are costs associated with prolonging the time required 
to complete the project. Delays in project implementation result in lost energy 
and cost savings, staff turnover, and higher personnel costs. 

Conditions at a particular site, other than technical or contract-specific issues, 
may be of critical concern in the individual acquisition plan. Examples of such 
issues include the need for specialized environmental remediation, concern 
about potential mission changes (Base Realignment and Closure Action, A-
76, etc.), the potential for privatization of utility systems, possible future utility 
rate changes, and the potential effect of electricity industry restructuring issues 
on the economics of the proposed actions. The acquisition team must consider 
all relevant issues when making the “best value” determination for their 
installation and mission tenant organizations. 
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 Management and Execution 

4.1 General Principles 

This guidance provides an approach for successfully implementing UESCs within 
the DA. The principles underlying this approach are as follows. 

1. Foster improved partnerships and improved communication between 
Government and utility partners. Make sure the team is involved early and kept 
informed throughout the process. Be prepared, involved, and communicate 
openly throughout the process. 

2. Partner with DOE/FEMP, CEHNC, or DLA Energy for services to provide 
access to a group of experts, independent of the DA and the utility, for 
installation and direct reporting unit staff to call upon for help and guidance. 

3. Ensure implementation and rigorous use of project management plans and 
schedules by all partners in the UESC process to assure timely project 
implementation and realized savings. 

4. Provide strong installation- and command-level emphasis and support 
individual projects and overall program objectives at the installation level. 

5. Highlight and strengthen general awareness of program objectives at the 
command level. 

6. Provide required oversight to ensure program requirements are completed 
and standards are met and documented. 

7. Provide technical and alternative financing contracting instruction and follow-
up support for program participants. 

8. Provide active lessons-learned forums to provide the latest feedback and 
guidance to program participants. Lessons learned and/or case studies could 
be on the Army Energy Program website and/or presented at the annual Army 
Energy Managers Training and shared with FEMP for distribution to other 
agencies. 

9. Allow program flexibility for aggressive and innovative UESC implementation. 

10. Consider sound business judgment and what is in the best interest of the 
Government. As a final check, consult with your Staff Judge Advocate 
General, Command UESC Program Manager, or the DCS, G-9 UESC 
Program Manager. 

11. Streamline the UESC process to maximize its effectiveness and ensure timely 
execution. 

4.2 Project Concept, Approach, and Implementation 

This section provides the “how-to” guidance for implementing a UESC. The 
standard DOE FEMP UESC process is shown in Figure 3, and a checklist is 
available in Error! Reference source not found..  Figure 4 shows the UESC 
process timeline as executed by USACE-Huntsville. 

https://www.asaie.army.mil/Public/ES/oei/
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Figure 3. UESC Task Order Award Process Flowchart 
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Figure 4. USACE-Huntsville UESC Task Order Award Process Flow and Timeline 

1. PROJECT INITIATION. A UESC project will begin with a Preliminary 
Assessment (PA) of the installation facilities and affected resources by the 
utility or the utility’s subcontracted ESCO. The flowchart above represents how 
an installation would process these actions under a GSA Areawide Contract.  
An Energy Management Services Agreement is a TO for a PA and possible 
IGA. This PA may be a first attempt at identifying projects, or it may be a 
verification of installation-identified projects. A PA is typically offered by the 
utility at no cost to the installation—this should be documented along with the 
PA request. The PA request should document the expectations, cost (if any), 
site conditions, security issues, and the fact that the PA carries no obligations 
of further work. The installation should make their wants and needs clear to 
the utility at the onset, before the kickoff meeting. 

The expectations in the PA request need to detail what the installation will do 
to facilitate the UESC process, how the utility will meet the needs of the 
installation, and what the PA report or other resulting products will include. For 
instance, before the kickoff meeting, the utility should review historical energy 
and water consumption and costs and may evaluate rate schedule options.  
While the rate schedule should be familiar to both the installation and utility, 
the utility may need to examine rates for other utilities and how the rates will 
affect project savings. The drivers for the utility (demand savings mostly) and 
the drivers for the installation (consumption and cost savings mostly) need to 
be evaluated and articulated. The installation should gather and consolidate 
facility data, drawings, previous studies or surveys, ECM implementation and 
demolition plans, and other data collected during the UESC team formation to 
provide to the utility before the kickoff meeting. 
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2. KICKOFF MEETING. During the kickoff meeting, the installation and utility 
need to clarify their expectations. This is meant to be a very open process, 
and each party should disclose and be willing to discuss all pertinent topics. 
The success of the project depends upon open communication and a 
partnership approach. 

After clearly defining each party’s role in the UESC process, continue with a 
group discussion of the goals for the installation, the site, and the project. 
Identify and rank priorities such as energy/water reduction, demand 
management, energy and water security/resilience, upgrading equipment, 
reducing maintenance cost, etc. 

Project guidelines or boundaries also need to be discussed. These boundaries 
are usually guided by the willingness of the installation to consider the type of 
project a utility is willing to propose. There are three primary boundaries:   

• potential project buildings and/or sites  

• potential measures  

• simple payback ranges that the installation is willing to consider. 

Regardless of the boundaries, the utility and the installation need to agree on 
the buildings, facilities, systems, and/or sites that can or should be included in 
the PA report. Installation Energy and Water Plans and CEWEs can be 
sources for this information. The PA—the equivalent of an ASHRAE level II 
audit—itself can also be used to satisfy the CEWE requirement for the 
buildings included in the project if a CEWE has not already been completed. 
The IGA/DFS—the equivalent of an ASHRAE level III audit—can also be used 
for the CEWE requirement for the buildings covered in the project.   

While the actual final measures will not be known at the time of the kickoff 
meeting, there are probably opportunities that both parties either expect or 
desire to see in the proposal, or that will not be considered. Attention might be 
given to aging infrastructure, resilience objectives, a comprehensive 
approach, inclusion of renewables, etc. 

The use of simple payback as a determining factor in UESC projects is a useful 
discussion item. Because the concept has been used as a limiting factor for 
both contractors and agencies, the issue of simple payback should be 
discussed both in terms of individual measures and the comprehensive project 
proposal. 

There are also project requirements and limitations regardless of the scope 
and buildings included in the proposal. These include contract length, amount 
of investment, funding and fiscal law considerations, MR&R, cybersecurity 
requirements, escalation, early buyouts, codes, and environmental 
requirements. 

The contract length will be an important issue for both the Army and for the 
utility to establish very early in the process. The acceptable range must be 
discussed before proposal development to ensure that an unacceptable 
proposal is not delivered after several months of work. Unnecessary limitations 
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should be avoided if possible because the project will decrease in scope and 
proposed measures if the limitations are too restrictive. Longer repayment 
terms may be needed for more “difficult” projects, and shorter terms may be 
possible for simpler projects. 

The amount of project investment (installed cost) is not limited in the UESC.  
The first estimate of project size should be discussed to ensure that the 
proposed project cost will be acceptable to the installation.   

The potential scope should be discussed in terms of options for MR&R on the 
installed measures and affected systems. OSD policy requires that the utility 
must perform the MR&R for the life of the contract unless a compelling reason 
to do otherwise is approved, as detailed in Section 3.5. The installation will 
assume responsibility for equipment ownership, operation, maintenance, and 
repair at the end of the contract or as negotiated in the contract. Setting the 
expectation in advance will make the first proposal more accurate relative to 
the final project. 

If savings from O&M efficiencies (a legitimate source of savings under UESC) 
are to be included in the project cost savings, the current O&M practices 
should be discussed so the utility has a realistic feel for the level of new or 
potential cost savings that can be included in the project. 

Over time, costs may escalate. The subject of whether savings should escalate 
over time because of projected utility cost increases or inflation of O&M 
savings should be discussed during the kickoff meeting and included in the 
agreement. Another escalation point will be the costs for MR&R, ongoing 
commissioning, savings assurance, or other services provided by the utility 
during the contract term. If the intention of the utility is to escalate any of these 
costs in the initial or final proposal, this intention should be discussed, and a 
preliminary escalation should be disclosed in the initial proposal/PA. 

A project site may have certain codes or regulations in place that may have 
cost or feasibility impacts on potential measures. For instance, contaminated 
groundwater may prohibit installation of open-loop ground source heat pumps, 
but not closed-loop ground source heat pumps. These issues can be 
discussed at the initial kickoff meeting based on an anticipated set of 
measures. If there are potential environmental concerns (e.g., asbestos, 
hazardous waste disposal, etc.), they should also be discussed. 

The project timeline is not only the final ECM implementation schedule, but 
also the timeline expected for development of the proposal into a signed 
contract. Contract development could take 6 to 8 months. The elements of this 
timeline are critical for efficient proposal review and setting of expectations for 
measuring project development progress. The primary purpose is to keep the 
development of the proposal on track and always pointed at the best 
acceptable project for the installation. Consistent and regular communication 
is a key to success. Items that should be designated and agreed upon during 
the kickoff meeting include the following. 
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• Utility milestones are those items that the utility is committed to delivering 
based on the UESC proposal process or on internal plans used by the utility 
to keep their proposal development process on track and aimed at the right 
target. 

• The installation milestones are those points in the proposal process where 
a general level of acceptability needs to be indicated to keep the proposal 
process on track. These points may include management support for 
project scope and size, facility technical manager acceptance of potential 
project direction, and planned review times for interim reports on 
development of the proposal. 

• While no fiscal obligation is incurred until the IGA7 TO is awarded, there 
are points in the process where nonbinding understanding may occur.  
These points may include intent to award notification, indication of 
agreement of measures, etc. The impacts of changing attitudes and 
uncertain direction should be discussed to develop a common level of 
understanding of the importance of direct communication. 

Each of these topics should be explored during the kickoff meeting and 
recorded with meeting minutes and documentation of key decisions. A 
preliminary agreement does not need to be reached during the kickoff 
meeting. These items are expected to be discussed in full over the course of 
the project, and a conclusion that accommodates both parties’ needs will be 
met. However, agreement does need to be reached regarding the PA process 
and what is expected of each party, as well as the desired outcome and 
decision points. 

3. THE PRELIMINARY ASSESSMENT. After agreeing on the expectations at the 
kickoff meeting, the installation and utility representatives should prepare to 
conduct the building or site walk-through. Involve key team members to meet 
with the utility representatives and show them around, even if the utility is 
familiar with the site. Saving the utility time by being prepared and supportive 
fosters a good working relationship and ultimately saves the Government time 
and money. At the kickoff meeting, the installation and utility should discuss 
options offered by the utility and review all expectations and team discussion 
items. During the walk-through, the utility team should observe the operations, 
use, and conditions of the toured buildings and systems, including but not 
limited to building envelope, O&M practices, energy systems, and water 
systems. The installation’s O&M standards and any concerns should be 
discussed, and the potential for renewable energy systems should be 
examined. 

After the walk-through, the utility may ask for additional information from the 
installation and will then write up their findings in a PA report. The PA report 
will establish a baseline for existing building and equipment conditions, which 
should be agreed upon by the installation. It will also recommend measures; 
outline a Project Management Plan, Performance Verification Plan, and M&V 

 
7 Sometimes referred to as a Feasibility Study or Detailed Feasibility Study. 
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Plan (if required); and estimate savings, costs, and paybacks, including 
incentives. 

Once the installation receives the PA report, the UESC team should review it 
to make sure that it has credible assumptions, analysis, and calculations and 
is technically sound. Make sure that it provides solutions to the site’s problems; 
supports the mission need; appropriately interfaces with environmental 
considerations, life, health, and safety issues, fire codes, and as-built existing 
building conditions; and all requests are met. Keep in mind this is a PA and 
small changes can be made before the final proposal, but make sure the 
installation mission and other nonnegotiable items are not negatively affected.  
The report should represent a mutually beneficial relationship between the 
installation and utility. Consider the utility’s report and recommendations, 
technical capabilities (or partner’s technical capabilities), and other 
qualifications, and decide whether to move forward or not with the UESC 
project. Negotiate if necessary, and then approve the PA to have the utility 
conduct an IGA. 

4. INVESTMENT-GRADE AUDIT. The IGA8 is a more detailed assessment of 
the site’s condition and recommended measures, detailing the technical and 
economic viability of the improvements. The installation issues a TO and writes 
a statement of work (SOW) based on the PA report to clarify all expectations 
and submits it to the utility. The utility, funded by the installation (directly or 
through the Implementation TO, if implemented), completes the IGA with a 
finalized baseline that documents existing building and system conditions and 
characteristics, as well as the details of the recommended measures. These 
details should include the following: 

• assumptions made 

• detailed description of evaluation 

• estimated implementation costs 

• cut sheets and schematics 

• estimated energy, cost, and maintenance savings with calculations 

• interactive effects of building systems and between measures 

• cybersecurity compliance 

• maintenance, performance verification, Performance Assurance, and M&V 
plans (if required)  

• O&M for start-up and ongoing requirements 

• LCC analysis 

• environmental benefits and actions related to regulations. 

The IGA will also have a detailed cost estimate, for each measure, including 
the following: 

• labor 

 
8 Sometimes referred to as a Feasibility Study or Detailed Feasibility Study. 
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• rental equipment 

• installed equipment (itemized) 

• other materials 

• subcontracts 

• taxes 

• engineering services 

• project management costs 

• performance bond 

• overhead rate 

• authorized profit 

• rebates and incentives 

• M&V or Performance Assurance 

• MR&R 

• O&M 

• commissioning. 

Although some of these items were included in the PA report, with further 
investigation the utility may further refine some details or realize some 
previous assumptions were mistaken. Therefore, while the IGA should be 
based on the PA report, all information and calculations need to be verified 
and more completely documented. The typical outcome of the IGA is at least 
30 percent design for all the ECMs, but more detailed design may be 
necessary in some cases. Keep in mind that requesting or requiring design 
levels above 30 percent will likely result in a higher IGA cost from the utility. 
The IGA will also explain procedures required for the installation to acquire 
rebates and incentives or to accomplish other UESC project items not supplied 
by the utility. 

The utility must use a competitive procurement process when choosing 
contractors, examining all proposed contractor costs, and comparing each 
against the potential value for all potential contractors. In this way, the 
Government receives the best value of service for its cost. 

The Performance Assurance Plan ensures the utility is responsible for proper 
installation, operation, and performance of all the ECMs in the UESC. The 
Performance Assurance Plan should be understandable and detailed enough 
to verify performance and savings. The Performance Assurance Plan should 
provide for performance assurance based on measured data at start-up and 
before the end of the warranty period, plus assessment and resolution of 
performance discrepancies, O&M training for site staff at ECM implementation 
and throughout the contract period, and periodic inspections and verification 
of appropriate O&M performance. After delivery and acceptance by the 
Government, ensure that the warranty is in effect once the risk of loss transfers 
to the Government. 
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When M&V are included in the project, the level of M&V appropriate for the 
project measures and desired by the installation, but not beyond what is cost-
effective, should be explicitly detailed in the Performance Assurance Plan.  
This includes methods and procedures for data gathering and analysis and a 
clearly defined baseline for energy or water consumption. See Section 3.4 for 
more details. 

The Maintenance Plan is also critical to achieving the estimated savings and 
ensuring that the new equipment continues to operate properly throughout its 
lifetime. The Maintenance Plan should include maintenance schedules, 
responsibilities, and requirements for after implementation, including training 
of installation staff. Effective O&M should be supported with training, 
documentation, and maintenance strategies. The Maintenance Plan should 
identify O&M procedures that improve energy efficiency and optimize 
equipment and control systems. 

The installation will then evaluate the study. Each member of the UESC team 
needs to review the study in full, paying particular attention to their individual 
area of expertise. At a minimum, the following items should be checked and 
should be mostly consistent with PA estimates: 

• inclusion of requested measures 

• inclusion of measures for water and renewables 

• fuel-neutral measures 

• accurate savings calculations 

• use of utility rate schedule when calculating savings 

• interaction of measures 

• reasonable costs 

• reasonable assumptions 

• competitive bidding of subcontractors 

• reasonable financing rate and contract term 

• proposed project is cost-effective (e.g., savings exceed payments)  

• financial impacts of early buyouts, if allowed 

• accurate baseline 

• appropriate M&V/performance verification 

• MR&R 

• clear responsibilities 

• adequate consideration of site-specific issues 

• adequate consideration of environmental benefits and issues. 

As part of the evaluation and economic review, the installation needs to obtain 
an independent Government estimate. This is required and is helpful for 
negotiations. The estimate can be performed by the installation UESC team or 
another Federal entity not associated with the utility. All projects must be life 
cycle cost-effective in accordance with 10 CFR 436A. 

https://www.law.cornell.edu/cfr/text/10/part-436
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The utility should openly respond to all questions and concerns and share 
details with the installation. All risks and responsibilities for controlling risks 
should be specifically listed and assigned. Risks may include delays, 
equipment performance, or interest rates. 

If the installation approves the IGA9 and agrees to all included details (after 
negotiations), the project can move forward to design. Comments from the 
installation will be incorporated during the engineering and design phase. If 
there is no agreement or approval, the installation must pay the utility the 
specified IGA fee (as previously agreed upon) but is not required to take any 
further steps with this UESC project. 

5. ENGINEERING AND DESIGN PACKAGE. As with the IGA, the results of the 
previous step become part of the SOW for the next step. The utility and the 
installation review the IGA/SOW and decide which measures to pursue at what 
cost. Assuming all goes well, the installation issues a TO for the engineering 
and design of the UESC project. The TO should include an implementation 
package with price proposal according to installation-specific requirements, 
engineering and design services, price, and payment information. The utility 
will then develop a full set of plans and detailed specifications. 

The results of this phase should be 100% design, with plans, specifications, 
drawings, a detailed price proposal, and an ECM implementation schedule for 
each measure consistent with the IGA. Performance Assurance, MR&R, and 
M&V Plans should also be included. The ECM implementation schedule 
should incorporate planned service interruptions, environmental compliance, 
quality control, and measure installation sequence. 

The installation UESC team must review the design and plans, paying close 
attention to performance verification. Requests for resubmittal of design 
documents should be accommodated by the utility but are typically an 
additional cost. However, satisfaction with the project plans before ECM 
implementation begins is essential. 

The last step is negotiating the price proposal. The price proposal includes the 
following: 

• ECM implementation cost 

• apply available rebates or incentives to reduce costs 

• safety and quality considerations 

• MR&R 

• cybersecurity considerations 

• financing cost over the term of the loan 

• any optional item costs (which are non-required costs) 

• project management and overhead costs 

• interest rate 

 
9 Sometimes referred to as a Feasibility Study or Detailed Feasibility Study. 
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• loan amortization schedule  

• termination schedule. 

Make sure to identify the details of the financing costs and what they include 
for negotiation purposes. The utility’s profit is also somewhat negotiable, 
although the installation must be reasonable and use concrete comparisons 
as negotiating factors. 

Use of subcontractors can increase cost dramatically, and their costs can have 
the highest degree of variability. Make sure the utility uses a competitive 
process in choosing contractors, per Federal requirements. 

Once the price proposal is agreed upon, the installation can choose whether 
to move forward with the project. If the installation decides not to continue, any 
outstanding Government fiscal obligations must be delivered to the utility.  
Otherwise, the KO finalizes the contract to begin the ECM implementation and 
installation phase. 

6.  IMPLEMENTATION AND INSTALLATION. The final design becomes the 
SOW for the ECM implementation phase. The installation must review and 
discuss the SOW, agree on measures, and negotiate costs with the utility. The 
KO then issues a TO initiating the ECM implementation and installation phase.  
The TO details installation expectations and requirements, schedule 
information, and a termination schedule. 

The next step is a pre-ECM implementation meeting. Installation UESC team 
members meet with the utility to review the final ECM implementation package, 
project schedule, installation, and inspection. The final ECM implementation 
package should include the following: 

• plans and specifications 

• cybersecurity compliance, if required 

• final Performance Assurance Plan 

• commissioning plan 

• recommissioning plan 

• final MR&R Plan 

• final M&V Plan, if required 

• equipment submittals 

• ECM implementation schedule. 

Once the ECM implementation and installation plans are approved, ECM 
implementation can begin. The installation monitors ECM implementation, and 
the utility notifies the installation of milestones, including when each measure 
is ready for testing and performance verification. 

Once the measure is installed, the utility provides hands-on training to facility 
management and maintenance personnel including, but not limited to, the 
following: 

• start-up 
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• normal and emergency modes of operation 

• shutdown procedures 

• seasonal changeover 

• manual and automatic control 

• Energy Management and Control System sequencing, strategies, 
operation, and programming 

• documentation of equipment, maintenance procedures, health and safety 
issues, and commissioning. 

The utility is responsible for commissioning the completed work.  
Commissioning verifies equipment performance and proper installation and 
minimizes future problems. 

7. PROJECT COMPLETION AND ACCEPTANCE. When a measure is 
completed, it must be accompanied by the following documentation: 

• O&M manuals 

• performance/testing/commissioning results 

• inventory of spare parts (i.e., lamps, ballasts) 

• as-built drawings 

• training manuals 

• safety and quality considerations 

• warranties. 

Per contract requirements, the utility notifies the installation of the completion 
of measures, and the installation determines whether the work has been 
completed to their satisfaction. The installation will then notify the utility of 
project acceptance in writing, and the project is complete. However, the utility 
will continue MR&R, M&V, training, or other activities per contract 
requirements throughout the contract term. The installation should also remain 
involved and conduct and review periodic performance verifications and 
perform commissioning to optimize energy efficiency. 

When a measure is completed, the original audit results may be used to 
implement additional measures, or a new audit can be requested to pursue 
new measures. 

4.3  Headquarters – Department of the Army Notification 

As part of the oversight of the UESC program, DCS, G-9 requires that all Army 
installations, commands, or locations provide two notifications of progress for 
UESC projects. These are the Notification of Intent to Pursue a UESC and the 
Notification of Award. 

The first notification is a “Notice of Intent to Pursue a UESC Project.” This notice 
should be submitted to DCS, G-9, through the appropriate Land-Holding 
Command once the installation receives the IGA, but not less than 30 days before 
approving the IGA., 
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The second notification, the “Notification of Award of a UESC Task Order,” must 
be submitted to DCS G-9 within 10 days after receipt of the award.   

All notifications shall be routed through respective command channels. See 
Section 6.1 for more details about notification requirements. APPENDIX C 
provides sample notification letters. 

Note: the KO will have separate FAR reporting responsibilities. 

4.4  Approval 

The appropriate approving official for a UESC project is dependent upon the total 
dollar amount obligation or cancelation ceiling cost, as determined by the amount 
needed to repay the utility plus the total of the interest payments for the term of the 
contract. Appropriate Land-Holding Command leadership (Army Materiel 
Command/IMCOM, United States Army Reserves, and Army National Guard 
[ARNG]) will review and approve all UESC projects costing less than $15M 
cancelation ceiling. The respective Land-Holding Command will notify DCS, G-9 
before awarding a UESC TO.   

For UESC projects costing more than $15M cancelation ceiling, the Land-Holding 
Command leadership will review and provide initial approval and must notify DCS, 
G-9 for final approval before awarding the TO for implementation. 

For ARNG UESC projects $15M cancelation ceiling or greater than on state-owned 
facilities and that have an agreement support code with Federal support, the 
ARNG will follow National Guard Regulation (NGR) 5-1, National Guard Grants 
and Cooperative Agreements. Installations will follow notification procedures, but 
approval authority will be coordinated between TAG and the U.S. Property and 
Fiscal Office. 

UESC projects submitted for review and approval will be evaluated based on the 
documentation listed in Section 6.1. 

4.5  Risks and Responsibilities 

There are risks that each party undertakes when entering a UESC agreement.  
Each risk may be mitigated by taking appropriate actions. Some risks are listed 
below, with suggestions for mitigation actions. 

1. Financial 

• Interest rates: During all phases of a utility-financed project, interest rates 
will change with market conditions. Higher interest rates will increase the 
project cost, financing/project term, or both. The timing of the contract/TO 
signing may affect the available interest rate and project cost. 

• Utility prices: For calculating savings, the value of the saved energy or water 
may be constant, change at a fixed inflation rate, or float with market 
conditions, including fuel charges. If the value changes with the market, 
falling prices place the installation at risk of failing to meet expected cost 
savings, which may result in a shortage of funds with which to repay the 
utility. If rates rise, there is a small risk to the installation that the utility’s 
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budget is not sufficient to pay both utility bills and the UESC bill. If the value 
of saved energy or water is fixed (either constant or escalated), the 
installation risks making payments greater than the actual cost savings.  
Both the installation and the utility need to clarify how future rates will be 
treated. 

• ECM implementation costs: The utility is responsible for determining ECM 
implementation costs and defining a budget. The installation assumes no 
responsibility for cost overruns unless it is at fault. However, if ECM 
implementation estimates are significantly greater than originally assumed, 
the utility may find that the project or measure is no longer viable and drop 
it before the contract is awarded. Clarify design standards and the design 
approval process (including changes) and how costs will be reviewed. 

• Performance Assurance costs: The installation assumes the financial 
responsibility for Performance Assurance costs directly or through the 
utility. Follow the Performance Assurance Plan. 

• Non-energy cost savings: The installation and the utility may agree that the 
project will include savings from recurring and/or one-time costs. This may 
include one-time savings from avoided expenditures for projects that were 
appropriated but will no longer be necessary. Including one-time cost 
savings from projects that are planned, but not paid for, entails some risk to 
the installation. Recurring savings generally result from reduced O&M 
expenses or reduced water consumption. These O&M and water savings 
must be based on actual spending reductions. Clarify sources of non-
energy cost savings and how they will be verified. 

• Delays: Both the utility and the installation can cause unforeseen delays.  
Failure to implement a viable project in a timely manner costs the installation 
in the form of lost savings and can add cost to the project (e.g., ECM 
implementation interest, re-mobilization). Clarify the schedule and how 
delays will be handled. 

2. Operational 

• Operating hours: The installation generally has control of the operating 
hours at their facilities. Increases and decreases in operating hours can 
show up as increases or decreases in “savings” depending on the M&V 
method (e.g., operating hours multiplied by improved efficiency of 
equipment vs. whole building/utility bill analysis). Follow the M&V Plan. 

• Load: Equipment loads can change over time. The installation generally has 
control over hours of operation, conditioned floor area, and intensity of use 
(e.g., changes in occupancy or level of automation). Follow the M&V Plan. 

• Weather: Several energy efficiency measures are affected by weather.  
Follow the M&V Plan to ensure expected savings are achieved as an 
average over the years to normalize for weather effects. 

• User participation: Many ECMs require user participation to generate 
savings (e.g., control settings). The savings can vary, and the utility may be 
unwilling to invest in these measures. Clarify what degree of user 
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participation is needed and use monitoring and training to mitigate risk.  
Consider M&V to confirm the capability to save (e.g., confirm that the 
controls are functioning properly). 

3. Performance 

• Equipment performance: The utility has control over the selection of 
equipment and is responsible for its proper installation, commissioning, and 
performance. The utility has responsibility to demonstrate that the new 
improvements meet expected performance levels, including specified 
equipment capacity, standards of service, and efficiency. Clarify who is 
responsible for initial and long-term performance, how it will be verified, and 
what will be done if performance does not meet expectations. 

• Operations: Responsibility for operations is negotiable, and it can affect 
performance. Clarify responsibility for operations, the implications of 
equipment control, how changes in operating procedures will be handled, 
and how proper operations will be assured. 

• Maintenance, repair, and replacement: Responsibility for MR&R for all 
ECMs shall be carried out by the utility partner and subcontracting ESCO in 
accordance with OSD policy. Exceptions should only be permitted on a 
case-by-case basis, and any Army location desiring to assume 
responsibility for the MR&R of an ECM must document the rationale for 
doing so in a memorandum. 
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 Resource Requirements 

5.1 Funding 

Within the UESC process, several expenses will be incurred by the Government 
before awarding the contract and when administering the contract. Expenses are 
those normally incurred during the contracting process and include cost items such 
as engineering support, economic analysis, contracting, and legal counsel.  
Whether work is performed by the installation or is transferred to another agency, 
an expenditure of funds to develop a project will be required. These costs must be 
factored into the economic analysis for determining whether to pursue the UESC, 
or if a project is economical. 

If a utility conducts an IGA and/or preliminary engineering and design work and it 
is decided to not go through with the project, payments must be made for the 
unused studies or preliminary work, as previously agreed upon by the installation 
and utility in the approved TO if the TO is included with project financing rather 
than funded upfront. 

Rebates must be obtained through reimbursement. Funds must be available to 
make the payment upfront, and the rebate amount will be returned to the 
installation when available. The UESC team must be careful about how to receive 
the rebate check from the utility; if it is not directly deposited into an account 
established for utilities or utility projects, it will likely be used elsewhere. Therefore, 
rebates cannot always be counted on to reduce project capital costs. 

When awarding a UESC TO, the installation must have adequate funds available 
for payment of the anticipated payments for the balance of the fiscal year (FY) that 
the contract is awarded. However, because performance period and payments on 
financed projects do not begin until after the implementation period and project 
acceptance, payments rarely start at the time of award. Available funding related 
to cancelation charges of a multi-year contract is not required at the time of the 
award. 

Programming and obtaining funding for project development, award, and 
execution is a command/installation responsibility. When the funding package is 
developed, it should follow the basic guidelines for costs and savings identified in 
the procedural guidance. These costs and savings must be forwarded to the 
Utilities Account Manager to ensure the funds stay in the installation utilities 
account to cover the contractor’s costs and preserve the savings split between the 
installation and the utility. All UESC-related payments for project development, 
Project Facilitators, and pre-award and post-award services will be charged to the 
utility account. The savings from the UESC project are not to be diverted from the 
utility account until the contractor is paid in full.   

Buydown payments allow the use of Government funds (appropriated or non-
appropriated) to reduce the contract length at any time during the contract term if 
such funds are available. DCS, G-9 recommends that installations use available 
funds to buy down in the form of a one-time cost avoidance (or lower the financed 
amount) a new contract with long payback measures, rather than buy out (or pay 
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off the termination cost of) an old one. This recommendation follows the ASA 
(IE&E) Policy Memorandum of August 10, 2020, Policy on Termination for 
Convenience of Army Energy Savings Performance Contracts and Utility Energy 
Service Contracts and Buy-Outs of Utility Energy Services Contracts, which states 
that buyouts of UESCs may be appropriate in certain cases, depending on the 
needs of the installation. However, they should be used sparingly because they 
present the Army with several short- and long-term disadvantages, including the 
following: 

• In some cases, ownership of the equipment would transfer to the Army, 
along with responsibility to manage all aspects of the projects including 
operation and MR&R of equipment. 

• The project’s performance would depend entirely on how the Army operated 
and managed the project, such that savings would not be achieved if the 
Army were unable to sustain full and proper project management. 

• The Army would be liable for the termination payment, which, depending on 
the contract terms, may include all remaining capital principal in one lump-
sum payment. This would be a significant budget impact compared to 
amortized annual payments, which are spread over a period of time. 

• There could be implications for future Army UESCs if terminations for 
convenience and buyouts are not used sparingly. 

For these reasons, any proposal for a termination for convenience or a buyout of 
a UESC with an original project value greater than $15 million shall be reviewed 
by the Office of the Deputy Assistant Secretary of the Army for Energy and 
Sustainability for approval. 

5.2 Staffing 

Implementation of the UESC program should be accomplished using existing 
resources. Each activity involved in the program must obtain necessary staffing to 
accomplish the project objectives. It is envisioned that the UESC program will use 
personnel who are currently working in existing facilities management programs 
(e.g., energy conservation). Personnel involved in the UESC program will generally 
require additional training to become knowledgeable about UESC procedures. The 
Project Documentation Plan can assist with training and shall be made available 
to all involved personnel. The command/installation may elect to obtain 
reimbursable support from other activities to meet UESC program personnel 
requirements. All involved personnel shall be involved in the process from the 
beginning. 

5.3 Project Financing (if Required) 

While the utility is responsible for obtaining the financing, the installation should 
also be knowledgeable about the financing process. The installation should be 
satisfied with the utility’s efforts to secure the best possible financing agreement 
available. All contracts will require the utility to compete among financial institutions 
for the best financing deal, report the results of this competition, and justify their 



DA Guidance to Implement a UESC 

 

Page 43 of 81 
 

selection to the Government. Open communication should exist among the 
installation, the utility, and the financing company. 

A UESC can be partially or fully financed. If partially financed, an installation can 
pay for the other part with appropriations, rebates, or other available funds. 

Certain projects may be better suited for obtaining outside financing, while others 
may not attract financiers. Measures that use proven technology are inexpensive 
to implement and are cost-effective for the types of low-risk projects for which 
outside financing is easily obtained. When financing is not available, using 
appropriations is the next option. 

Many factors influence how an interest rate is adjusted by a finance company.  
Comparing rates from potential lenders and knowing how the rates were 
determined allows the installation to identify all costs involved and determine which 
costs included in the interest rate are valid or unavoidable. In addition, financing 
should come directly from the finance company and not have fees added by the 
utility. Some factors that influence an interest rate include perceived risk, length of 
the agreement, and the inclusion of cost savings guarantees. 

As discussed, projects using proven technology and with short-term paybacks are 
more easily financed because they appear to be less risky investments. Limiting 
the repayment schedule to 10 to 15 years can help keep the interest rate low.  
Additionally, many utilities are not allowed by state commissions to guarantee cost 
savings. Also, requiring this guarantee can add 2 to 3 percent to an interest rate. 
On the other hand, these types of guarantees with M&V programs can assuage a 
financial company’s sense of risk in the investment even though contract language 
can stipulate that performance guarantees with a utility are not related to the 
repayment plan with a finance company.   

Other factors that may influence financing companies include bundling measures, 
using standard terms and conditions, and making sure the project is attractive.  
The use of bundling measures is a portfolio risk management strategy that can 
obtain a lower interest rate. 

Using standard terms and conditions and standard language can reduce confusion 
among the involved parties, in turn minimizing the time and cost needed to develop 
a contract. Standard language that covers buydown, prepayment, and termination 
(for convenience or otherwise) is recommended for the same reasons. 

If a financed project has a high interest rate (multiple percentage points higher than 
available rates), a suitably long period remaining on the financing term, terms and 
conditions allow refinancing, and a triggering event such as a modification to add 
additional work, then an installation may want to investigate and consider 
refinancing the project. 

5.4 Cost Reimbursement from Benefited Tenants 

Installations seeking cost reimbursement from tenants benefiting from the UESC 
project shall negotiate with the tenants a separate reimbursement baseline 
contract, or intra/inter-service support agreement (ISSA), for the recovery of their 
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share of the UESC costs and savings in advance of the project award. The 
reimbursement of UESC savings shall conform to DoD and Army reimbursable 
policies. The ISSA shall be negotiated as soon as the UESC contractor payment 
baseline is established. Tenant reimbursement should correlate with 
improvements performed in tenant spaces. For proper coordination, the tenant 
should be included in the project development stages and at a minimum should be 
advised of the proposed project and related benefits before the work begins. 

The value in the utility contract that is attributed to a reimbursable customer will 
become part of their monthly assessment unless the customer provided in writing, 
before award of the UESC, that they choose not to participate in the UESC. In that 
case, the Government may choose to complete those measures that benefit the 
reimbursable customer in the best interest of the Government. Existing 
reimbursable customers who do not want to contribute can buy out the value 
attributed to them by providing such a request in writing to the KO and then make 
arrangements to buy down that portion of the UESC. All reimbursable customers 
are responsible for complying with Federal energy and utility reduction 
requirements. If they opt out of reimbursement for the value of benefit to them, they 
are accountable for achieving the annual reduction goals on their own. Failure to 
achieve the annual energy reduction goals in any 2-year contiguous FY period 
allows the installation to require them to participate in either a UESC or an 
appropriated-fund utility reduction program. They would then be required to pay 
their portion. The tenant will have the right to buy out those measures at any time 
to fund the improvements on their own but will be required to meet the 2-year 
contiguous FY period Federal requirements. 

5.5 Payments 

During the initial planning phase, before any project decisions are made, the 
installation must identify or create an account from which the utility will be paid.  
Funds may need to be redirected from O&M, tenant, or other accounts to this 
account to pay the UESC bill.   

Aggregate annual payments by an installation to the utility during contract years 
may not exceed the amount that the installation would have paid for utilities 
(including operation, maintenance, repair, and other ancillary costs) without the 
contract. Payments must be arranged to match the current budget, taking into 
consideration rate increases that may reduce the amount of available funds.  
Furthermore, the budget in future years must not be reduced based on reduced 
energy consumption. The same budget (or an increased budget if rates increase) 
is needed to provide funds with which to repay the utility. 

If savings are not realized, payments may exceed savings. Payments can be 
adjusted accordingly but doing so increases overall project costs and lengthens 
the term of the agreement. Include a clause in the contract to address this from the 
beginning if it might be an issue. 
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 Reporting Requirements 

6.1 Reporting Requirements 

Reporting requirements are derived from three primary sources:   

• Legislation (mandated) 

• Army leadership (mandated)  

• Special reports (generally unscheduled, one-time reports).   

Most reports are routine, but formats may vary from year to year. 

The installation must submit the mandated reports listed below at the specified 
intervals (please note that these internal reporting requirements may differ from 
contractually required reports). 

1. “NOTIFICATION OF INTENT TO PURSUE A UESC TASK ORDER.” 

INTERVAL: Once. 

Submitted to DCS, G-9, through higher HQ once the installation receives the 
IGA and at least 30 days before accepting the IGA. The notification shall consist 
of a letter indicating project intentions and a list of project information, as 
described in the sample letter in Appendix C. 

2. “REQUEST FOR PROJECT APPROVAL” (Formerly known as NOITA) 

INTERVAL: Once. 

Submitted to higher HQ, as appropriate, before award of a UESC TO. UESC 
projects submitted to higher authorities for review and approval must include, 
and will be evaluated based on, the following minimum documentation.  

• Description/scope of the project indicating boundaries, technologies, and 
utility/installation responsibilities. Include maps and other supporting 
documentation to clearly identify the location of the project, what is to be 
accomplished, and overall responsibilities of the utility (operation, 
maintenance, etc.). 

• Installation's requirement for the project. Identify potential benefits, as well 
as costs/problems to be faced without the project. 

• Statement regarding the absence of appropriated funds. 

• Length of contract term. 

• Installation's capability with respect to administering the project. Identify who 
will be performing the inspection, quality control, performance, etc. 

• Ability to isolate the proposed UESC project savings from other ongoing 
energy-saving initiatives. 

• Ability to establish an accurate baseline. 

• Ability to monitor savings. 

• Estimated savings that the UESC will generate and how they will be divided 
between the utility and the installation. 



DA Guidance to Implement a UESC 

 

Page 46 of 81 
 

For ARNG UESC projects using state contracting vehicles, ARNG will follow 
NGR 5-1. 

The request shall consist of a letter indicating project intentions and a list of 
project information, as described in the sample letter in Appendix C. 

 

3. “NOTIFICATION OF AWARD OF A UESC TASK ORDER” 

INTERVAL: Once. 

Submitted to DCS, G-9, through the chain of command after final negotiations, 
review, and TO award have occurred. Reporting of UESC projects to appropriate 
command HQ should be done as soon as possible. Appropriate command HQ 
is required to notify DCS, G-9 of the award of any UESC project within 10 days 
after the award. Notification shall consist of a letter indicating project intentions 
and a list of project information, as described in Appendix AC. 

4. “ARMY ENERGY AND WATER REPORTING SYSTEM’S (AEWRS’) ENERGY 
MANAGER’S DATABASE” 

INTERVAL: Annually (within 30 days of award). 

Reported in AEWRS as an Energy Projects/Contracts entry within 30 days after 
award to support the Army Annual Energy Report. When reporting in AEWRS, 
all the cost data must be completed. A project cost becomes a cost when it is 
obligated (at award), not later when it is actually paid. These costs are needed 
to calculate the project’s investment value, which is reported in the Army Annual 
Energy Report, and to track progress toward the OSD annual alternative 
financing investment goal. 

Detailed information about the AEWRS reporting steps is included in Appendix 
C. 

5. “ANNUAL ENERGY MANAGEMENT AND RESILIENCE REPORT” 

INTERVAL: Annually. 

Submitted to higher HQ for all active UESCs being performed on the installation 
through AEWRS. 

6. "ANNUAL REPORTING TO CONGRESS AND THE PRESIDENT” 

INTERVAL: Annually. Submit to higher HQ the status of energy savings 
performance contracts and UESCs, including the following data elements 
(as per 42 U.S.C. §8258(b)): 

1) the quantity and investment value of the contracts for the previous year 

2) the guaranteed energy savings or, for contracts without a guarantee, the 
estimated energy savings for the previous year compared to the 
measured energy savings for the previous year 

3) a forecast of the estimated quantity and investment value of contracts 
anticipated in the following year for each agency 
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4) a comparison of the information described in subparagraph (1) and the 
forecast described in subparagraph (3) in the report of the previous year 

 

5) if applicable, the reasons for any differences in the data compared in (4). 

Table 1 below provides an overview of the reporting requirements at the different 
stages of the UESC process. 

Table 1. UESC Reporting Requirements 

SIMPLIFIED UESC PROJECT MANAGEMENT ACTIONS 

CONTRACTING ACTIONS Chapter 6:  REPORTING REQUIREMENTS 

Acquisition Planning 

Not applicable  
Start Discussion with Contracting Office 

Consider Procurement Requirements 

Develop a Plan of Action 

Utility Selection and Preliminary Assessment   

Notification of Opportunity   

Selection and Notification Process   

Authorize PA   

Review PA Report 

INTERVAL: Once. Submitted to DCS, G-9 through 
higher headquarters once the installation receives 
the PA and at least 30 days before accepting the 
PA.     

GO/NO GO Decision   

Propose/IGA10 – Award Not applicable 

Authorize IGA  

Interval: Once.   

Review Draft IGA Reports 

INTERVAL: Once. Submitted to DCS, G-9 through 
higher headquarters as appropriate after review and 
concurrence has occurred at the installation level 
and the installation has decided to award an UESC 
TO, just before final negotiations   

Negotiate Final Project Components   

Authorize Project Installation Award INTERVAL: Once. Submitted to DCS, G-9 through the 
chain of command after the TO is awarded.   

Project Implementation - Acceptance 

Not applicable 
  

Hold Post-Award Meeting 

Review Final Design and Construction Process 

Authorize Construction and Implementation 

Review Commissioning Report 

 
10 Sometimes referred to as a Feasibility Study or Detailed Feasibility Study. 
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SIMPLIFIED UESC PROJECT MANAGEMENT ACTIONS 

CONTRACTING ACTIONS Chapter 6:  REPORTING REQUIREMENTS 

Perform Post-Installation Maintenance and 
Verifications 

Acceptance of As-Built Components 

Post-acceptance Performance Period Not applicable 

6.2 Frequently Requested Information  

The following data are typically requested and should be maintained in a separate 
database, not just in the individual project file, to make future reporting easier. 

Location – Installation name, state, POC, phone number, and email. 

Contract Vehicle Used – Contract method used. 

Utility Name – Company name (legal name, Federal ID number, POC, address, 
phone number, and email). 

Project Facilitator – Identify who performed this role and what organization they 
worked for.  

TO Award Date – Award date of TO (or contract award date). 

Project Acceptance Date – Date ECM implementation was completed and project 
was accepted. Acceptance begins the performance period, and payments begin. 

TO (or Separate Contract) Completion/Termination Date – Date of TO (or 
separate contract) completion or early termination (buyout). 

Technologies Implemented – General list of technologies implemented. 

Total Investment – Present value of the total project cost. 

Utility Investment – Present value of the dollars the utility invests. 

Contract Length – Total contract length (in years), including the ECM 
implementation period. 

Scheduled Payments – Total of regularly scheduled contract payments during the 
reporting period. 

Non-Scheduled Payments – Total of extra, early, or non-scheduled contract 
payments during the reporting period. 

Annual Savings – Savings ($, MMBtus, M gallons of water, and emissions metric 
ton equivalent of CO2 (MTCO2e)) during the reporting year. 

Utility/Government Split of Savings – Percent split of savings between the utility 
and the Government. 

Life-Cycle Savings – Total savings over the life of the TO (or separate contract). 

Buyout – Was the TO (or separate contract) bought out during the reporting period? 



DA Guidance to Implement a UESC 

 

Page 49 of 81 
 

Performance Verification or M&V Methods Used – How savings are measured 
and verified. 

Lessons Learned – Any issues that were encountered and how they were 
reconciled. Any barriers that were noted that limit/prevent further use of UESCs and 
recommendations for removing them. 

Uses of Government Share of Savings – How did the Government use its portion 
of the savings, if any. 

Level of Satisfaction with Utility – How satisfied is the installation with the 
performance of the utility during the reporting period. 

Special or Unusual Events or Circumstances – Examples of this include a change 
in scope (additions, deletions, or modifications), change in mission, or change in 
pricing (rate changes). 
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APPENDIX A  
– 

Abbreviations and Acronyms 
 
AEMRR Annual Energy Management and Resilience Report 
AEWRS Army Energy and Water Reporting System  
AMA Agency Master Agreement 
ARNG Army National Guard 
ASA Assistant Secretary of the Army 
AWC Areawide Contract 
BOA Basic Ordering Agreement 
CEHNC U.S. Army Corps of Engineers – Huntsville Center 
CEWE Comprehensive Energy and Water Evaluations 
CFR Code of Federal Regulations  
COR Contracting Officer's Representative 
DA Department of the Army 
DCS, G-9 Deputy Chief of Staff, G-9  
DLA Defense Logistics Agency 
DoD Department of Defense 
DOE Department of Energy 
DSM Demand-Side Management 
ECM Energy Conservation Measure 
EMS Energy Management Service 
ESCO Energy Service Company 
ESPC Energy Savings Performance Contract 
FAR Federal Acquisition Regulation 
FEMP Federal Energy Management Program  
FY Fiscal Year 
GSA General Services Administration  
HQ Headquarters 
IE&E Installations, Energy and Environment 
IGA Investment-Grade Audit11 
KO Contracting Officer  
LCC Life-Cycle Cost 
M&V Measurement and Verification 
MR&R Maintenance, Repair, and Replacement 
NIST National Institute of Standards and Technology 
O&M Operations and Maintenance 
OSD Office of the Secretary of Defense 
OT Operational Technology 
PA Preliminary Assessment 
POC Point of Contact 
PPA Power Purchase Agreement 

 
11 Sometimes referred to as a Feasibility Study or Detailed Feasibility Study. 
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QASP Quality Assurance Surveillance Plan 
REM Resource Efficiency Manager 
SOW Statement of Work 
TAG The Adjutant General 
TO Task Order 
UESC Utility Energy Service Contract 
UP Utility Privatization 
USACE United States Army Corps of Engineers 
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APPENDIX B  
–– 

Definitions of Applicable Terms 

Added premium – The added premium is the number of basis points (basis point = 
1/100 of a percentage point) that, when added to the index rate for a task order (TO) 
project, equals the total project interest rate (a fixed annual percentage). The entity 
providing the capital to finance a project, which may be the contractor or a third party, 
can recover financing expenses either in the added premium or as a separate 
Financing Procurement Price. In most cases, contractors use project financing 
capital from third-party financiers, and the added premium is a pass-through 
expense from the third-party financier. In such cases, the contractor may recover 
the cost of arranging third-party financing through the Financing Procurement Price. 

Adjusted energy baseline – An energy baseline that has been adjusted to 
compensate for factors that would have changed energy consumption in the 
absence of any energy conservation measures (ECMs; i.e., factors affecting the 
baseline energy use beyond the contractor’s control). Examples of such factors 
include increases or decreases in conditioned or illuminated space, changes in 
occupancy or building use, facility renovation, or extremes in weather. 

Annual measurement and verification (M&V) – The term annual M&V means a 
procedure including, but not limited to, verification of the achievement of guaranteed 
energy, water, and related cost savings and energy unit savings resulting from 
implementation of ECMs and a determination of whether an adjustment to the 
energy baseline is justified by conditions beyond the contractor's control. 

Applicable financial index – The financial index upon which the index rate, the first 
component of the project interest rate, is based—namely, the 10-year Treasury 
Security. No other index is authorized at this time. 

Areawide Public Utility Contract  – The General Services Administration (GSA) 
establishes long-term (10-year) Government-wide contracts with regulated public 
utility companies across the United States to provide access to and ease of ordering 
and managing utility service needs. The services include electricity, natural gas, 
water, wastewater, and steam. These services can be ordered directly from the GSA 
Areawide Public Utility Contract contractor who can serve your facility. 

Cancelation ceiling (cost) – The maximum cancellation charge that the contractor 
can receive in the event of cancellation. The cancellation charge is the amount of 
unrecovered costs that would have been recouped through amortization over the full 
term of the contract, including the term canceled. 

Commissioning – Commissioning is a quality assurance process used to verify that 
a building performs according to the original design and intent and meets the needs 
of the owners and occupants. Federal agencies are required to make sure building 
systems and equipment are commissioned in new construction and existing 
buildings. Commissioning involves the procedures undertaken, generally by the 
contractor, to assure that ECMs and building systems perform interactively in 
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accordance with design documentation and intent. See “FEMPs Commissioning 
Guide for ESPC as a good reference. 

Construction finance charges – The contractor's costs of financing the price of 
construction or ECM installation. A contractor may not require construction financing 
for a specific TO. If a contractor does not require construction financing for a specific 
TO, this cost element would be zero. This cost element shall be included in the 
Financing Procurement Price (not as a direct cost or implementation expense). 

Contracting Officer (KO) and Contracting Officer's Representative (COR) – The 
following three definitions are provided to distinguish among the U.S. Department of 
Energy (DOE) and ordering agency KO and COR.  

• Ordering Agency Contracting Officer refers to the ordering agency KO, 
who is responsible for award and administration of TOs. 

• Ordering Agency Contracting Officer's Representative refers to the 
ordering agency COR, who is responsible for technical direction and 
administration of the TOs. 

• GSA Contracting Officer refers to the GSA CO responsible for award and 
administration of the Utility Energy Service Contracts (UESCs). 

Delivery percentage – See Implementation Delivery Percentage or Post-
Acceptance Performance Period Delivery Percentage. 

Direct costs – The cost of installed equipment, material, labor, and supervision 
directly or immediately involved with project implementation. 

Energy baseline – The amount of energy that would have been consumed 
annually without implementation of ECMs based on historical metered data, 
engineering calculations, sub-metering of buildings or energy-consuming systems, 
building load simulation models, statistical regression analysis, or some 
combination of these methods. 

Energy conservation measure (ECM) – A measure that is applied to an existing 
Federal building or facility that improves energy efficiency, is life cycle cost-effective 
under Title 10 of the Code of Federal Regulations Part 436, Subpart A (10 CFR Part 
436, Subpart A), and involves energy conservation, cogeneration facilities, 
renewable energy sources, improvements in operation and maintenance (O&M) 
efficiencies, or retrofit activities that result in energy, water, or related cost savings.   

For the purposes of this definition, “improves energy efficiency” is not limited to a 
more efficient use of energy or a reduction in energy demand. The definition also 
includes renewable energy as a direct replacement for conventional energy fuels, 
resulting in the Government’s reduced usage of conventional energy sources.  
Another inclusion is O&M efficiency improvements that are realized when O&M 
costs for a facility are reduced because of the energy efficiency improvement(s). 

Energy cost savings – A reduction in the cost of energy, water, and related O&M 
expenses from a base cost established through a methodology set forth in a UESC 
project used in Federal buildings or facilities as a result of (1) installation of ECM(s), 

https://www.energy.gov/eere/femp/downloads/2008-doe-idiq-espc-commissioning-guidance
https://www.energy.gov/eere/femp/downloads/2008-doe-idiq-espc-commissioning-guidance
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(2) the lease or purchase of operating equipment, improvements, altered O&M, or 
technical services, or (3) the increased efficient use of existing energy sources by 
cogeneration or heat recovery. Energy cost savings are generally recurring 
savings—savings that occur year after year. However, one-time energy cost savings 
may come from energy savings greater than the guaranteed savings, either during 
the post-acceptance performance period or during the implementation period. 

Energy-related cost savings – Energy-related cost savings are generally 
recurring reductions in expenses (other than energy costs) related to energy-
consuming equipment and generally affect operations, maintenance, renewal, or 
repair expenses related to equipment. One-time energy-related cost savings can 
result from avoided expenditures of O&M, repair and replacement, or capital 
expenditures funds for projects (e.g., equipment replacement) that, because of the 
UESC project, will not be necessary. The contractor shall comply with the latest 
version of How to Determine and Verify Operating and Maintenance (O&M) 
Savings in Energy Savings Performance Contracts. 

Energy resilience – The term “energy resilience” means the ability to avoid, prepare 
for, minimize, adapt to, and recover from anticipated and unanticipated energy 
disruptions in order to ensure energy availability and reliability sufficient to provide 
for mission assurance and readiness, including mission-essential operations related 
to readiness, and to execute or rapidly re-establish mission-essential requirements. 

Energy security – The term “energy security” means having assured access to 
reliable supplies of energy and the ability to protect and deliver sufficient energy to 
meet mission-essential requirements. 

Escalation rate – The escalation rate is the rate of change in price for a particular 
good or service (as contrasted with the inflation rate, which is for all goods and 
services). When determining escalation rates, the contractor shall comply with the 
latest version of the Federal Energy Management Program’s (FEMP’s) Guidance 
on Utility Rate Estimations and Weather Normalization in an ESPC. 

Estimated energy cost savings – Estimated energy cost savings are the 
contractor-estimated energy cost savings in dollars per year for each ECM and equal 
the estimated energy savings multiplied by the established energy prices in 
appropriate units. For ECMs with multiple energy type impacts, the energy cost 
savings equal the sum of the products of the energy savings by energy type and 
established energy prices. The established energy prices are based on the energy 
tariffs or rate schedules in effect at the time the project is being developed. Because 
energy cost savings occur each year after ECMs are implemented, they are a 
recurring cost savings. 

Estimated project value – The estimated implementation price of a UESC TO 
project. 

Financing procurement price – The financing procurement price consists primarily 
of capitalized construction period interest and includes any cost for the service of 
arranging the project financing. 
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Guaranteed annual cost savings – Not applicable to a UESC. See Performance 
Assurance. 

Implementation delivery percentage – A portion of the total implementation price 
expressed as a percentage that includes the project costs for design, project 
management, performance bonds, commissioning and training, M&V services, 
implementation overhead, and implementation profit. This percentage is calculated 
using the TO Schedule 6, Project Implementation Pricing Worksheet and is applied 
to the sum of the ECM direct costs identified on the eProject Builder-generated TO 
Schedule 2, Implementation Price by ECM. 

Implementation expense – Implementation expenses are typically the sum of the 
direct and indirect costs of all tasks required to install ECMs. Implementation 
expenses do not include financing costs, profit, or any expenses incurred during the 
performance period. 

Implementation period – The implementation period is the period between the date 
of the TO award and the date that all ECMs are operational and accepted by the 
Government. If additional ECMs are added to the TO by modification, the 
implementation period for such additional ECMs shall be from the date of the TO 
modification, incorporating the additional ECMs to the date all additional ECMs are 
operational and accepted by the Government. 

Implementation profit – Implementation profit is typically applied to the total direct 
and indirect expenses for project development and all ECMs in TO Schedule 2.  

Implementation price – Implementation price typically comprises the sum of project 
development and all proposed ECM direct expenses, indirect expenses applied to 
the sum of direct expenses, and profit applied to the sum of total project direct and 
indirect expenses. 

Indefinite-Delivery/Indefinite-Quantity contract – A contract for property or 
services that does not procure or specify a firm quantity of property or services (other 
than a minimum and possibly a maximum quantity) and that provides for the 
issuance of TOs for the delivery of the property and services during the specified 
ordering period of the contract. 

Index rate – The index rate is the interest rate for the financing period of a specific 
TO project, based on the contractor's proposed applicable financial index. The 
added premium negotiated for a TO project is added to this rate. 

Indirect cost – Any allowable expense not directly identified with a single, final cost 
objective but can be identified as being associated with two or more cost objectives 
or the entire project. 

Interest rate spread (above the Treasury Rate) – The fixed annual percentage 
rate that, when added to the applicable financial index (i.e., 10-year U.S. Treasury 
Bill) constitutes the total annual percentage finance charge, or project interest rate, 
that the contractor will charge the Government on the borrowed amount. This 
spread usually incorporates factors for investment risk, expected inflation, liquidity, 
and maturity. It does not include finance processing fees. An interest rate spread 
can also be referred to as an added premium. 
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Investment-Grade Audit (IGA) – A site survey, which may include but is not limited 
to a detailed analysis of the energy cost savings and energy unit savings potential, 
building conditions, energy consumption, and hours of use or occupancy for a facility 
for the purpose of preparing technical and price proposals. This can also be referred 
to as a Feasibility Study or Detailed Feasibility Study. 

Key subcontractor – A subcontractor that has unequivocally committed to 
providing services to the prime contractor in support of any awarded TOs for the 
period of performance of the contract. 

Life-cycle Cost Analysis (LCCA) – An economic method of project evaluation in 
which all costs arising from owning, operating, maintaining, and ultimately disposing 
of a project. 

Measurement and Verification (M&V) – The process of measuring and verifying 
energy, water, and related cost savings. 

Military installation resilience – This term means the capability of a military 
installation to avoid, prepare for, minimize the effect of, adapt to, and recover from 
extreme weather events, or from anticipated or unanticipated changes in 
environmental conditions that do or have the potential to adversely affect the military 
installation or essential transportation, logistical, or other necessary resources 
outside of the military installation that are necessary to maintain, improve, or rapidly 
re-establish installation mission assurance and mission-essential functions. 

Notice of Intent to Pursue– This notifies DCS, G-9 of intent to pursue a UESC.  
The KO may issue one on beta.sam.gov. 

Notice of Intent to Proceed (NOITP) – This notifies the utility and DCS, G-9 of 
intent to proceed from a UESC Preliminary Assessment to a Detailed Feasibility 
Study.   

Notice of Intent to Award (NOITA) – A written notice issued by the ordering agency 
to notify the contractor that the ordering agency intends to award a TO for an UESC 
project. 

Performance Assurance – An approach to ensuring savings in a UESC. See 
Performance Assurance Planning for UESC. 

Post-Acceptance Performance Period – The period (typically in years) from the 
date a UESC TO project is operational and accepted by the Government to the end 
of the TO's contract term. 

Post-Acceptance Performance Period Annual (or Regular Interval) M&V – This 
M&V, conducted at least annually, involves the contractor and the ordering agency 
verifying that the installed equipment/systems have been properly maintained, 
continue to operate correctly, and continue to have the potential to generate the 
predicted savings. This ensures that the M&V monitoring and reporting systems are 
working properly and allows for fine-tuning of measures throughout the year based 
on operational feedback. 

Post-Acceptance Performance Period Delivery Percentage – A portion of the 
total post-acceptance performance period price expressed as a percentage that 

https://www.energy.gov/eere/femp/performance-assurance-planning-utility-energy-service-contracts
https://www.energy.gov/eere/femp/performance-assurance-planning-utility-energy-service-contracts
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includes overhead costs and profit for the post-acceptance performance period only.  
This percentage is applied to the sum of the annual post-acceptance performance 
period expenses. 

Post-Acceptance Performance Period Expenses – Direct costs (without 
contractor delivery percentages) of all tasks required to maintain energy-saving 
performance after Government acceptance of installed ECMs. These expenses shall 
not include any indirect costs, financing costs, profit, nor any expenses incurred 
during the implementation period. 

Post-installation M&V activities – Post-installation M&V consists of 
measurements, inspections, and other activities designed to verify the achievement 
of annual energy cost savings performance guarantees provided by the contractor. 

Preliminary Assessment (PA) – A feasibility study that may include, but is not 
limited to, an evaluation of energy cost savings and energy unit savings potential, 
building conditions, energy-consuming equipment, and hours of use or occupancy, 
for the purpose of developing preliminary technical and price proposals before 
issuance of a NOITP for a TO project. Although a PA may include a technical 
concept and price assessment, it is not a binding offer and does not include the text 
of a financing agreement. The accuracy of the costs and savings estimates will be 
further refined in the proposal after the IGA. 

Project development – Includes all work activities that occur after the ordering 
agency issues a NOITP. Work activities may include all direct costs associated with 
the development of an IGA, including but not limited to site visits and inspections, 
meetings, calculations, project costing, baselines, and M&V development. 

Project square footage – Project square footage is the total square footage of a 
building in which ECMs are installed by a contractor, or of the buildings in which 
energy usage and sources are affected by installed ECMs. 

Project interest rate – The project interest rate is the sum of the index rate and 
added premium for a specific TO project. 

Proposal – A proposal is a written, binding offer from a contractor that includes 
technical and price proposals and the text of any financing agreement (including a 
lease acquisition). 

Quality Assurance Surveillance Plan – The Quality Assurance Surveillance Plan 
(QASP) is a Government-developed document used to determine if the contractor’s 
performance meets the performance standards contained in the TO in terms of 
timeliness, accuracy, and completeness. The QASP should ensure early 
identification and resolution of performance issues to minimize impacts on mission 
performance. Authority for issuance of the QASP is provided under Part 46 of the 
FAR. This acceptance is to be executed by the Contracting Officer, Contracting 
Technical Representative, or a duly authorized representative. The QASP 
establishes procedures for how this assessment/inspection process will be 
conducted. It provides the detailed process for a continuous oversight process that 
answers the following questions: 

What will be monitored? 
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How will surveillance be conducted? 

Who will conduct the monitoring? 

How will surveillance efforts and results be documented? 

Recurring energy-related cost savings – Recurring energy-related cost savings 
are ongoing or annually recurring reductions in energy-related expenses that are 
budgeted and allocated annually, such as lowered costs for ongoing O&M, repair, 
or reduction in demand and/or energy rates. These savings must be actual savings, 
i.e., there must be an associated reduction in the money that the Government was 
currently spending or planning to spend. O&M and repair costs for tasks currently 
being performed by the Government or by a contractor hired by the Government are 
energy-related cost savings if the UESC contractor assumes the task, reduces the 
task, or eliminates the task. The Government will determine whether a UESC 
contractor-proposed task assumption, reduction, or elimination will be considered a 
recurring energy-related cost savings. 

Renewable Energy Credits (RECs), also known as Tradable Renewable 
Certificates – A market mechanism that represents the environmental benefits 
associated with generating electricity from renewable energy sources. Rather than 
functioning as a tax on pollution-causing electricity generators, as traditional carbon 
emissions trading programs do, RECs function as a nongovernmental subsidy on 
pollution-free electricity generators. 

Task Order (TO) – The obligating document that provides the details and 
requirements for the order of a UESC project. 

Task Order (TO) project – The complete package of ECMs included in a TO for a 
building, facility, site, or agency. Investment and project financing are provided by 
the contractor to implement an ECM project, which includes aggregation or bundling 
of individual ECMs, resulting in energy, water, and related cost savings for the 
facility. 

Task Order Request for Proposal (TO RFP) – A document prepared by the 
ordering agency to communicate the ordering agency’s requirements to the 
contractor. The document incorporates all agency, site, and project-specific 
standard procedures, functional requirements, terms, and conditions (not already 
addressed in the contract). 

Task Order Term – The term of a TO issued against this contract is defined as the 
sum of the implementation and post-acceptance performance periods negotiated 
with the ordering agency. The maximum TO term is 25 years from the time the TO 
is awarded. 

Technology Category – ECMs shall be categorized based on the type of system 
and equipment involved in the project. The miscellaneous category shall be used for 
applications where the ECMs are not identified by the other categories. 

Total Post-Acceptance Performance Period Expenses – The sum of all 
expenses incurred during the post-acceptance performance period. 
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Energy Efficiency Certificates – Tradable attributes similar to RECs that represent 
the value of energy not used (conserved) at facilities. Energy efficiency certificates 
represent the contractual right to claim the environmental and other attributes 
associated with electricity generated by a renewable energy facility. They may be 
traded independently from the energy. 
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APPENDIX C  
– 

Sample Notification and Request for Approval Letters 

 
SAMPLE OF NOTICE OF INTENT TO PURSUE 

Installation Letter Head 

 
OFFICE SYMBOL                    Date 

 
MEMORANDUM THRU  

Headquarters, <<Insert Command>>, ATTN: <<Insert Office Symbol>>, <<Insert 
Address>>, City, STATE ABBREVIATION  ZIP CODE-5 DIGITFOR Department of 
Army, Deputy Chief of Staff,  Installation (DCS, G-9) ATTN: DAIN-ODF, 600 Army 
Pentagon, Washington, DC 20310-0600 

 
SUBJECT:  Notice of Intent to Pursue Issuance of a Task Order against a UESC 
Contract 
 

1. The purpose of this memorandum is to notify higher headquarters that we are 
pursuing the award of a UESC Task Order with (Name of the Utility) under GSA 
Contract # (enter specific contract number). 

2. We are in the (initial kickoff meeting, Preliminary Assessment, development 
Request for Proposal, etc.…) phase of the project.  The attached data sheet 
provides preliminary information about the project and projected values we have at 
this time.   

3. Point of contact for this action is Mr. John Doe, (703) 555-4531, email 
john.doe@us.army.mil.  

 
 
 
 
 
Encl               COL R. U. Sure  
                  Garrison Commander/The Adjutant General 

FORT XYZ   
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DATA SHEET FOR TASK ORDER BEING PURSUED 

 

Location – Installation name and state. 

Contract Vehicle Used – Contract method used, according to Section 3.3. 

Utility Name – Company name, POC, phone number, email. 

Project Facilitator – Name of individual serving this role and what organization they 
represent. 

Discussion with Utilities – Was discussion held with several utilities or was the 
utility selection based on an existing utility relationship? 

Projected Date of Award – Estimated date of award. 

Projected Installation Completion Date – Estimated date the implementation 
period ends and the payment period begins. 

Technologies to be Implemented – General list of technologies to be 
implemented. 

Total Investment – Present value of the total project cost. 

Utility Investment – Utility’s present cost of implementing the project. 

Projected Annual Termination Schedule – Schedule of projected annual 
termination liability costs that the Army would incur if the Government decides to 
terminate the UESC before the utility investment is completely amortized. 

Projected Contract Length – Total contract length (in years), including ECM 
implementation period. 

Projected Annual Savings – Savings ($, MMBtus, gallons, and emissions). 

Projected Life Cycle Savings – Projected total savings over life of the task order. 

Performance Verification or M&V Methods Used – How will savings be measured 
and verified? 
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SAMPLE OF REQUEST FOR APPROVAL TO AWARD 

Installation Letter Head 
 

OFFICE SYMBOL        Date 

 
MEMORANDUM THRU  

Your Region Engineer Office, ATTN: Region ESPC Program Manager 

Headquarters, Installation Management Command, ATTN: IMPW-E, 2261, Suite 
2400, 2405 Gun Shed Road, Fort Sam Houston, TX  78234-1223  

FOR Department of Army, Deputy Chief of Staff, Installation (DCS, G-9) ATTN: 
DAIN-ODF, 600 Army Pentagon, Washington, DC  20310-0600 

SUBJECT: Request for Approval to Award a Task Order against a UESC Contract 
 

1. The purpose of this memorandum is to request from Assistant DCS, G-9 approval 
for (Contracting Agency) to award a UESC Task Order (or modification as 
appropriate) to (Name of Utility) in the amount of $ 0.0M on behalf of (Installation). 

2. Additional information on the project is provided in Enclosures.  

3. Our point of contact for this action is Mr. John Doe, (703) 555-4531, email 
john.doe@us.army.mil.  

 
FOR THE COMMANDER 
 
 
 
 
Encl                                 COL R. U. Sure  
                                    Garrison Commander 

FORT XYZ 



DA Guidance to Implement a UESC 

 

Page 63 of 81 
 

Enclosure 1 
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SAMPLE OF NOTIFICATION OF UESC AWARD 

Installation Letter Head 
 

OFFICE SYMBOL                    Date 

 
MEMORANDUM THRU  

Headquarters, <<Insert Command>>, ATTN: <<Insert Office Symbol>>, <<Insert 
Address>>, City, STATE ABBREVIATION Zip Code-4 DIGITS   

FOR Department of Army, Deputy Chief of Staff,  Installation  (DCS, G-9) ATTN: 
DAIN-ODF, 600 Army Pentagon, Washington, DC 20310-0600 
 
SUBJECT:  Notice of Award of a Task Order against a UESC Contract 
 

1. The purpose of this memorandum is to notify DCS, G-9 that (Name of 
Installation) awarded a UESC Task Order to (Name of Utility) in the amount of 
$0.0M on behalf of (Installation). 

2. Additional information on the project is provided in Enclosure.  

3. Our point of contact for this action is Mr. John Doe, (703) 555-4531, email 
john.doe@us.army.mil.  

 
FOR THE COMMANDER 
 
 
 
 
Encl               COL R. U. Sure  
                  Garrison Commander/The Adjutant General 

FORT XYZ 
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DATA SHEET FOR TASK ORDER BEING AWARDED 

• Location – Installation name and state. 

• Contract Vehicle Used – Contract method used, according to Section 3.3. 

• Utility Name – Company name, POC, phone number, email. 

• Project Facilitator – Name of Project Facilitator and their organization. 

• Date of Award – Actual date of award. 

• Total Contract Award Amount – Total contract award value of UESC (sum 
of contractor payments for debt repayment, M&V, and other negotiated 
performance period services). 

• Description/Scope of the Project – Project boundaries and 
utility/installation responsibilities. Clearly identify the overall responsibilities 
of the utility (operation, maintenance, etc.). 

• Technologies to be Implemented – General list of technologies to be 
implemented. 

• Total Investment – Total cost of project implementation. 

• Utility Investment – Utility’s present cost of implementing the project, 
amount privately financed under the UESC, and the finance cost. 

• Contract Length – Total contract length (in years) including ECM 
implementation period. 

• Projected Annual Savings – Savings ($, MMBtus, gallons, and emissions).  
Amount of guaranteed cost savings relative to the baseline spending and 
how are they to be divided between the utility and the DA. 

• Projected Life Cycle Savings – Projected total savings over the life of the 
TO. Include a comparison of the status quo life cycle cost (if the 
Government did not implement the TO) and the life cycle cost of 
implementing the TO.  

• Performance Verification or M&V Methods Used – How will savings be 
measured and verified? 

• Lessons Learned – What issues were encountered and how were they 
overcome? What barriers were noted that limit/prevent further use of 
UESCs, and what are recommendations for removing them? 
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APPENDIX D  
– 

Reporting UESC Information in AEWRS 

 

From: ARMY ENERGY AND WATER REPORTING SYSTEM – User/Reporter 

Manual, Version 1.6 

1. When the “Notice of Intent to Pursue” letter is sent,  

a. CREATE a new UESC project.  (See Sec 6.5.2.2. Figure 171.) 

b. SELECT UESC in the “Projects” drop down box, and CLICK “Add New 
Project.” 

c. When the Preliminary Assessment Task Order is issued to the utility, BEGIN 
to ADDRESS the UESC Data Entry and Reporting Requirements (See 
Sections 6.5.9 through 6.5.9.2, pages 184–187.) 

2. After the initial installation verification is completed, CREATE a new project in 
the UESC section in AEWRS and ENTER information in the required fields (as 
indicated below). 

Basic project information: 

o Utility 

o Contracting agency 

o Master agreement (Y/N) 

o Project title, description, location, contractor  

o Contact information for: 

▪ Utility provider 

▪ KO/COR 

▪ Contracting officer 

Milestones: (See Section 6.5.9.3) This entry must be completed within 30 days 
of receiving the award 

o Contract number 

o TO number 

o Dates of key project milestones 

▪ Request for Proposal release 

▪ ESCO selected* 

▪ Final proposal 

▪ Contract award 



DA Guidance to Implement a UESC 

 

Page 67 of 81 
 

▪ Acceptance 

Cost details: 

o Interest rate 

o Term length 

o Resilience project (Y/N) 

o Pre-performance period costs 

▪ TO development 

▪ TO ECM implementation 

▪ Commissioning 

▪ ESCO’s markup* 

▪ Utility rebates 

o ECM implementation period interest 

o Pre-performance period payments 

o Pre-award contract admin costs 

o M&V cost 

o O&M cost 

o Government UESC overhead costs 

o Prepayments 

Additional cost and savings details: 

o Total contract award value 

o Total contractor payment over term 

o Total guaranteed utility cost savings 

o Total guaranteed O&M cost savings 

o Projected annual energy savings 

o Projected water savings 

ECMs: For each ECM, enter data on type, size, cost, savings, and related 
information.  

Savings: For each utility type, enter data on estimated savings, price, and escalation 
rate.  

3. Annually, at the end of each FY during the performance period, ENTER the 
following performance data for the previous year: 

Fiscal year 

Total actual annual payments to contractor 
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Contract administration costs 

Reported annual energy savings 

Estimated annual energy savings 

Reported annual cost savings 

Shortfall resolution.  

 
Note: When asked for ESCO information in a UESC action, use the name of the 
utility. A utility may have hired an ESCO-identified firm as a subcontractor but 
AEWRS only requires information pertaining to the UESC contractor, which is a 
utility. 
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APPENDIX E  
– 

DOE FEMP UESC Planning and Document Development 
Checklist 

 

Phase 1: Acquisition Planning  2-4 weeks 

 Task Resources 

  
Agency develops initial project scope and limited 
acquisition plan 

• Limited Acquisition Plan –Template 

  
Agency drafts initial Justification & Approval (J&A) if 
required 

• J&A – Sample 

 

Phase 2: Utility Selection & Preliminary Assessment (PA) 4-6 weeks 

 Task Resources 

  Agency surveys eligible serving utilities • Letter of Interest – Template 

  Agency provides fair consideration of utilities • Utility Selection Evaluation Factors  

  Agency selects utility and notifies all utilities of selection • Utility Selection Letter – Template 

  Agency issues an authorization/task order for PA 

• Energy Management Services 
Agreement – Sample 
Letter of Request for PA – Template 

• PA SOW – Template 

  Utility conducts PA and agency reviews PA • eProject Builder (ePB) 

 

Phase 3: Project Development 12-16 weeks 

 Task Resources 

  
Agency issues an authorization/task order for Investment-
Grade Audit (IGA) 

• Letter of Request for IGA – Template 
• GSA Sample –  
• Notice to Proceed to IGA – Sample  

 

Utility conducts IGA and develops IGA report 
• Develops technical scope for firm-fixed price with 

ECMs sufficiently detailed to acquire competitive 
subcontractor bids 

• Utility solicits bids from subcontractors 

• eProject Builder (ePB) 

 Utility develops Performance Assurance Plan 
• Performance Assurance Planning – 

Guide 

 Agency reviews IGA and Performance Assurance Plan • eProject Builder (ePB) 
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Agency develops statement of work and initial TO for 
installation 

• FAR Clauses for UESCs 
• Standard Form 26 – Sample  
• Task Order for Design and Installation – 

Sample 
• Performance Assurance Considerations 

for TO Language 

 
Agency completes “business clearance” or 
“recommendation to award” 

• Business Clearance Memorandum – 
Sample 

 
Agency requests and utility provides proposal with firm-
fixed price, subcontractor bids, and financing 

• Letter Requesting a Firm-Fixed Price – 
Template   

 

Agency and utility finalize task order for installation 
• Negotiate final technical scope and cost  
• Agency indicates agreement to finance terms 
• Utility provides final proposal, and agency 

updates task order to reflect negotiations 

 

 

Agency awards task order for UESC and reports project 
information to FEMP and GSA 

• For contracts valued above $13.5 million (for 
Civilian Agencies), agency provides written 
notification to Congress 30 days before award 
(DoD, NASA, and Coast Guard only notify 
Congress of contracts above $135 million) 

• On day of award, agency CO publicly announces 
projects awarded over $4 million (unless 
otherwise stated by agency acquisition 
regulations) 

• UESC Project Reporting – Template 

 

Phase 4: Implementation and Construction Installation Period 

 Task Resources 

  Utility finalizes design and Performance Assurance Plan  

  Utility installs ECMs, and agency provides oversight  

  
Utility commissions ECMs and submits commissioning 
report 

• Performance Assurance Planning – 
Guide 

  
Agency reviews commissioning report and verifies 
performance 

• ECM Performance Verification 
Checklist – Sample 

  Utility provides O&M training to agency staff 
• Performance Assurance Planning – 

Guide 

  Agency accepts project • Letter of Final Acceptance – Template 
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Phase 5: Post-Acceptance Performance Term of Contract 

 Task Resources 

  Utility submits invoices, and agency makes payments 
• Invoice Approval and Payment Process 

– Template 
• UESC Invoice – Sample 

  
Utility or agency executes O&M, MRR, and recommissioning 
according to the Performance Assurance Plan and TO 

• Performance Assurance Planning – 
Guide 

  Agency closes out the contract at end of term  
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APPENDIX F  
– 

Financial Management Regulation12 

IDENTIFICATION, RETENTION, AND USE OF ENERGY AND WATER 
CONSERVATION SAVINGS 

 

1.0 GENERAL (1201) 

1.1 Purpose (120101) 

This chapter prescribes financial management policy for the identification, 
retention, and use of energy and water cost savings. The Congress has enacted several 
measures pertaining to energy security within the Department of Defense (DoD), to 
provide instruction and guidance for the receipt and use of incentives and water cost 
savings from utilities for water conservation; the availability and use of energy cost 
savings; energy savings contracts and activities; energy conservation construction 
projects; the use of renewable forms of energy and energy efficient products in military 
construction and facility repair and renovation projects; the sale of electricity from 
alternate energy and cogeneration production facilities; and for the DoD activities’ 
participation in programs for management of energy demand or reduction of energy 
usage during peak periods. 

1.2 Authoritative Guidance (120102) 

1.2.1. Title 10, United States Code, section 2866 (10 U.S.C. § 2866) “Water 
Conservation at Military Installations,” provides that funds attributable to water cost 
savings realized under the provisions of that section must be used as prescribed in 
subparagraphs 1.3.2.1 and 1.3.2.2, provided that such use under subparagraph 1.3.2.1 is 
for water conservation activities. Neither 10 U.S.C. § 2866 nor any provision in the 
Department’s appropriations acts, however, provide for the extended availability of such 
funds. Accordingly, such funds are available only for the period for which they were 
originally appropriated. 

1.2.2. 10 U.S.C. § 2912, “Availability and Use of Energy Cost Savings,” provides 
that an amount of funds appropriated to DoD for a fiscal year that is equal to the amount 
of energy cost savings realized by the Department, including financial benefits resulting 
from shared energy savings contracts pursuant to 10 U.S.C. § 2913, “Energy Savings 
Contracts and Activities,” must remain available for obligation until expended, without 
additional authorization or appropriation. The amount that remains available for obligation 
must be used as follows: 

1.2.2.1. One-half of the amount must be used for the implementation of 
additional energy conservation and energy security measures, including energy resilience 
and energy conservation construction projects, for buildings, facilities, or installations of 
the DoD, or related to vehicles and equipment of the DoD, which are designated, in 
accordance with regulations prescribed by the Secretary of Defense, by the head of the 
department, agency, or instrumentality that realized the savings; and

 
12 From DoD 7000.14-R, Volume 12, Chapter 12 (Updated October 2019) 

https://uscode.house.gov/view.xhtml?req=(title%3A10%20section%3A2866%20edition%3Aprelim)
http://uscode.house.gov/view.xhtml?req=(title%3A10%20section%3A2912%20edition%3Aprelim)
http://uscode.house.gov/view.xhtml?req=(title%3A10%20section%3A2913%20edition%3Aprelim)
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1.2.2.2. One-half of the amount must be used at the installation at 
which the savings were realized, as determined by the commanding officer of 
such installation consistent with applicable law and regulations, for (a) 
improvements to existing military family housing units; (b) any unspecified minor 
construction project that will enhance the quality of life of personnel; or (c) any 
Morale, Welfare, and Recreation (MWR) facility or service. 

1.2.3. 10 U.S.C. § 2913, provides that the Secretary of Defense must 
develop a simplified method of contracting for shared energy savings contract 
services that will accelerate the use of these contracts with respect to military 
installations and will reduce the administrative effort and cost on the part of DoD 
as well as the private sector. The Secretary may provide for the direct negotiation 
(by departments, agencies, and instrumentalities of DoD) of contracts with shared 
energy savings contractors that have been selected competitively and approved 
by any gas or electric utility serving the department, agency, or instrumentality 
concerned. 

1.2.4. 10 U.S.C. § 2914, “Energy Resilience and Conservation 
Construction Projects,” provides that the Secretary of Defense may carry out a 
military construction project for energy resilience, energy security, or energy 
conservation, which has not been previously authorized, using funds appropriated 
or otherwise made available for that purpose. When a decision is made to carry 
out a project under this section, the Secretary of Defense must notify the 
appropriate congressional committees of the decision. The project may then be 
carried out only after the end of the 14-day period beginning on the date the 
notification is received by such committees in an electronic medium. 

1.2.5. 10 U.S.C. § 2915, “Facilities: Use of Renewable Forms of energy 
and Energy Efficient Products,” provides that the Secretary of Defense must 
encourage the use of energy systems using solar energy or other renewable 
forms of energy as a source of energy for military construction projects for energy 
resilience, energy security, or energy conservation (including military family 
housing projects), and facility repairs and renovations, and ensure, to the 
maximum extent practicable, the use of energy efficient products in facility 
construction, repair, and renovation. The Secretary concerned must require that 
the design for the construction, repair, or renovation of facilities (including family 
housing and back-up power generation facilities) must include consideration of 
energy systems using solar energy or other renewable forms of energy, and 
require such energy systems be installed if consistent with the energy 
performance goals and energy performance master plan for the Department and 
is shown to be cost effective. Additionally, the Secretary of a military department 
may grant exceptions to otherwise applicable square foot and cost per square foot 
limitations. 

 10 U.S.C. § 2916, “Sale of Electricity from Alternate Energy and 
Cogeneration Production Facilities,” provides that the Secretary of a military 
department may sell, contract to sell, or authorize the sale by a contractor to a 
public or private utility company of electrical energy generated from alternate 
energy or cogeneration type production facilities which are under the jurisdiction 
(or produced on land which is under the jurisdiction) of the Secretary concerned. 

http://uscode.house.gov/view.xhtml?req=(title%3A10%20section%3A2914%20edition%3Aprelim)
http://uscode.house.gov/view.xhtml?req=(title%3A10%20section%3A2915%20edition%3Aprelim)
http://uscode.house.gov/view.xhtml?req=(title%3A10%20section%3A2915%20edition%3Aprelim)
http://uscode.house.gov/view.xhtml?req=(title%3A10%20section%3A2915%20edition%3Aprelim)
https://uscode.house.gov/view.xhtml?req=(title%3A10%20section%3A2916%20edition%3Aprelim)
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The sale of such energy must be made under such regulations, for such periods, 
and at such prices as the Secretary concerned prescribes  consistent  with  the  
Public  Utility  Regulatory  Policies  Act of 1978, and 16 U.S.C. § 2601, “Findings: 
Public Utility Regulatory Policies.” (Revenues from the sale of electricity must be 
deposited and utilized in accordance with section 4.0.) 

1.2.6. 10 U.S.C. § 2919, “Department of Defense Participation in Programs 
for Management of Energy Demand or Reduction of energy Usage During peak 
Periods,” provides that the Secretary of Defense, the Secretaries of the military 
departments, the heads of the Defense Agencies, and the heads of the other 
instrumentalities of the Department are authorized to participate in demand 
response programs for the management of energy demand or the reduction of 
energy usage during peak periods conducted by any of the following: an electric 
utility; an independent system operator; a State agency; or a third party entity 
(such as a demand response aggregator or curtailment service provider) 
implementing demand response programs on behalf of an electric utility, 
independent system operator or State agency. Financial incentives received from 
such entity must be (a) received as a cost reduction in the utility bill for a 
facility; or 
(b) deposited into a fund established under 10 U.S.C. § 2919(c) for use, to the 
extent provided for in an appropriations Act, by the military department, Defense 
Agency, or instrumentality receiving such financial incentive for energy 
management initiatives. 

2.0 DEFINITIONS (1202) 

The following definitions apply with respect to the identification, retention, 
and use of energy conservation cost savings: 

2.1 Energy Savings Performance Contracts (120201) 

An Energy Savings Performance Contract (ESPC) is a contract between 
the Federal government and an energy service company (ESCO) that allows 
agencies to accomplish energy projects for their facilities without up-front capital 
costs and without Congressional appropriations to pay for the improvements. The 
ESCO designs, implements, and arranges financing for an energy savings project 
that meets the Federal agency’s needs. The ESCO guarantees that the 
improvements will generate savings sufficient to pay for the project over the term 
of the contract (up to 25 years). If the energy conservation measures installed by 
the ESCO do not deliver the guaranteed energy savings, the agency pays only 
an amount equal to the verified, not guaranteed, savings for that period. The 
ESCO must immediately determine the reasons for the under achieved energy 
savings during that period. If it is determined that the ESCO-installed and 
maintained equipment and controls malfunctioned, then the ESCO must 
immediately correct the malfunction. If it is determined that the ESCO-installed 
and government-maintained equipment and controls malfunctioned, the 
government may be required to pay the guaranteed savings to the ESCO for that 
period. After the contract ends, any additional cost savings accrue to the agency. 
The additional savings are transferred to an extended availability account, in 

http://uscode.house.gov/view.xhtml?req=(title%3A16%20section%3A2601%20edition%3Aprelim)%20OR%20(granuleid%3AUSC-prelim-title16-section2601)&f=treesort&edition=prelim&num=0&jumpTo=true
http://uscode.house.gov/view.xhtml?req=(title%3A10%20section%3A2919%20edition%3Aprelim)%20OR%20(granuleid%3AUSC-prelim-title10-section2919)&f=treesort&edition=prelim&num=0&jumpTo=true
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accordance  with  section 3.0 for use as indicated in subparagraph 1.3.2. An 
ESPC is an alternative financing tool to reduce energy use, modernize aging 
equipment, reduce maintenance costs, and deploy energy efficiency and 
renewable energy technologies. See DoD Instruction 4170.11, Installation 
Energy Management, for further details on ESPC. 

2.2 Energy Cost Savings (120202) 

Energy cost savings, for the purposes of 10 U.S.C. § 2912, are savings 
realized as the result of a reduction in the cost of energy as measured against 
budget documentation, which is determined by metering (if available) or by other 
methodology, such as professionally acceptable engineering models and 
estimates, as determined appropriate by the Component Head. The Component 
Head or designee may define the types of energy commodities to be included in 
their programs (water is not included as a commodity for this purpose, per 
subparagraph 1.3.1). Energy cost savings could refer to funding remaining after 
an energy bill is paid or to additional unobligated funding made available in an 
amount equivalent to avoided cost from energy not consumed during the previous 
fiscal year. 

2.3 Extended Availability of Funds (120203) 

Except as stated in subparagraph 1.3.1, pursuant to 10 U.S.C. § 2912, 
savings realized by DoD and transferred to an extended availability account, 
including financial benefits, remain available for obligation until expended in 
accordance with subparagraph 1.3.2, without additional authorization or 
appropriation. 

2.4 Cost Effectiveness (120204) 

An energy system using solar energy or other renewable forms of energy is 
considered cost effective if the cost difference between the original investment 
cost of that energy system, and the original investment cost of an energy system 
not using renewable energy sources can be recovered over the expected life of 
the facility. 

2.5 Extended Availability of Funds Account (120205) 

This is an account established for each appropriation to which identified 
energy cost savings and unobligated balances resulting from such energy cost 
savings, or a portion thereof, are transferred. The balances in this account remain 
available for obligation until expended. The Military Department realizing the 
savings must retain, until expended, an equivalent amount of funding in the 
extended year account, using appropriately established financial management 
accounting codes to separate the funding (50 percent of the savings amount for 
the military department and 50 percent for the  installation)  to  ensure  use  in  
accordance  with subparagraph 1.3.2. 

2.6 Component Head or Designee (120206) 

The Secretary of a military department, the Director of a defense agency, 
an individual designated to act for the Secretary of a military department, or the 

https://www.esd.whs.mil/Portals/54/Documents/DD/issuances/dodi/417011p.pdf?ver=2019-04-15-094505-563
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Director of a defense agency for the purposes of executing the duties, functions, 
and responsibilities set forth in this chapter. When a provision is applicable only 
to the military departments, reference is made to the Secretary concerned, or 
designee. 

3.0 ENERGY SAVINGS AND INCENTIVES RECEIVED FROM UTILITIES 
(1203) 

3.1 Extended Availability from Energy Savings (120301) 

Energy savings amounts having an extended availability must be 
transferred to extended availability accounts for execution. 

3.1.1. An extended availability account must be established for each 
appropriation for which energy cost savings have been identified and for which a 
period of extended availability is to be established. 

3.1.2. Transfers to extended availability accounts must be made by a 
Standard Form  (SF) 1151, “Nonexpenditure Transfer Authorization," or other 
authorized Service-specific method that incorporates all SF 1151 requirements 
(see Volume 14, Chapter 1, subparagraph 010206.B.6). Reprogramming actions 
will not be required in the case of such transfers. 

3.1.3. Accounting, appropriate controls, and oversight for amounts in 
extended availability accounts must be established at the level that use the 
accounts; this will be at the installation, Military Department, Defense Agency, 
and/or Office of the Secretary of Defense level. 

3.2 Financial Incentives (120302) 

Financial incentives received from gas or electric utilities under 10 U.S.C. 
§ 2913 are not considered energy cost savings. These incentives are credited to 
the installation’s accounts used for operations and maintenance and remain 
available for the same purposes and the same period as the appropriation to 
which they are credited. Such incentives are refunds or rebates received as a 
check and deposited in the accounts used for operations and maintenance; they 
are not credits to the utility bill. 

4.0 REVENUES FROM THE SALE OF ELECTRICITY (1204) 

4.1 Sale of Electricity (120401) 

Proceeds from sales of electricity from alternate energy and cogeneration 
production facilities under 10 U.S.C. § 2916 must be credited to the appropriation 
account currently available to the military department concerned for the supply of 
electrical energy. The Secretary concerned or designee determines the accounts 
to which such proceeds must be credited. (See Treasury’s Federal Account 
Symbols and Titles: The FAST Book for current accounts.) In the case of 
proceeds from the sale of electrical energy generated from any geothermal 
energy resource, 50 percent must be credited to the appropriation account, and 
50 percent must be deposited in a special account per the guidelines that are 
described in 10 U.S.C. § 2916(b)(3). 

https://www.fiscal.treasury.gov/reference-guidance/fast-book/
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4.2 Use of Proceeds from the Sale of Electricity (120402) 

Subject to the availability of appropriations for this purpose, proceeds 
credited may be used to carry out military construction projects for energy 
resilience, energy security, or energy conservation, under the energy 
performance plan developed by the Secretary of Defense under 10 U.S.C § 
2911(b), “Energy Policy of the Department of Defense,” including minor military 
construction projects for energy resilience, energy security, or energy 
conservation, authorized under 10 U.S.C. § 2805, “Unspecified Minor 
Construction,” which are designed to increase energy conservation. 

4.3 Congressional Notification (120403) 

4.3.1. Before carrying out an unspecified minor military construction 
project for energy resilience, energy security, or energy conservation, described in 
paragraph 4.2 using proceeds from sales under paragraph 4.1, the Secretary 
concerned must notify the appropriate committees of Congress of the project. For 
energy conservation projects, the notification must include the justification and 
cost estimate, the expected savings-to-investment ration, payback estimates, and 
the project’s measurement and verification cost estimate. For energy resilience or 
energy security, the notification must include the rationale for the project, and 
known vulnerabilities. The project may then be carried out only after the end of 
the 14-day period beginning on the date the notification is received by Congress 
in an electronic medium pursuant to 10 U.S.C. § 480, “Reports to Congress: 
Submission in Electronic Form.” 

4.3.2. In accordance with the reporting parameters detailed in 10 U.S.C. § 
2914, not later than 90 days after the end of each fiscal year (beginning with fiscal 
year 2017), the Secretary of Defense must submit to the appropriate committees 
of Congress a report on the status of the planned and active projects carried out 
(including completed projects). 

5.0 BUDGETING FOR ENERGY COST SAVINGS (1205) 

The portion of the guaranteed savings due to the contractor for payment 
under ESPCs must be included in each military department’s utility requirements 
submitted in budget requests for the length of the ESPCs entered into by that 
military department. The entire amount of guaranteed savings provided in ESPCs 
(including amounts for contract payments and amounts to be retained by 
installations) must be included in total utility requirements submitted as part of 
budget requests for the first five years of ESPCs. The total of the amounts 
requested must not exceed those that would have been requested in the absence 
of ESPCs. The Secretary concerned, or designee, must specify the procedures 
for identification of such amounts by installations, facilities, or operating locations 
at which ESPCs for that military department are in existence. In accordance with 
the Office of Management and Budget (OMB) Circular A-11, Appendix B, 
“Budgetary Treatment of Lease-Purchases and Leases of Capital Assets,” the 
costs of ESPCs may be scored on an annual basis, consistent with the guidance 
provided in OMB Memorandum M-98-13, “Federal Use of Energy Savings 
Performance Contracting,” and OMB Memorandum M-12-21, “Addendum to 

http://uscode.house.gov/view.xhtml?req=(title%3A10%20section%3A2911(b)%20edition%3Aprelim)
http://uscode.house.gov/view.xhtml?req=(title%3A10%20section%3A2911(b)%20edition%3Aprelim)
http://uscode.house.gov/view.xhtml?req=(title%3A10%20section%3A2805%20edition%3Aprelim)
http://uscode.house.gov/view.xhtml?req=(title%3A10%20section%3A480%20edition%3Aprelim)
https://www.whitehouse.gov/wp-content/uploads/2018/06/app_b.pdf
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OMB Memorandum M-98-13 on Federal Use of Energy Savings Performance 
Contracts and Utility Energy Service Contracts.”    

6.0 CAPTURING BALANCES AVAILABLE FOR USE RESULTING FROM 
ENERGY CONSERVATION MEASURES (1206) 

6.1 Installation Commanders (120601) 

6.1.1. When carrying over unobligated balances resulting from energy 
conservation, Installation Commanders or their designees must ensure energy 
cost savings amounts carried over for use beyond the fiscal year for which they 
were originally appropriated are authorized to be used only for funding initiatives 
specified by 10 U.S.C. § 2912 (see subparagraph 1.3.2). Installation 
Commanders must also: 

6.1.2. Ensure that unobligated fund balances available at the end of the 
normal period of appropriation availability that are the direct result of energy 
conservation measures are identified based on the most current available 
consumption data and represent actual unobligated funds remaining in the 
appropriation accounts. 

6.1.3. Ensure that the unobligated energy cost savings balances at year-
end are carried forward for use beyond the fiscal year by transferring the funds to 
the extended availability of funds account. 

6.1.4. Submit to the Component Head or designee proposed energy 
savings projects for a given fiscal year that are projected to cost more than the 
amount of funds available to the Commander for that purpose. 

6.1.5. Implement additional energy conservation initiatives approved by 
the Component Head, or designee and other projects as specified. 

6.2 Component Heads (120602) 

The Component Head or designee must receive and evaluate savings 
measures submitted by Installation Commanders, and authorize funding for those 
other energy savings measures as the Component Head or designee deems 
appropriate. The Component Head or designee must also ensure that procedures 
are established to provide sufficient time to compute the energy cost savings and 
identify the savings amounts to be transferred to the extended availability of funds 
account. 

7.0 ACCOUNTING FOR ENERGY COST SAVINGS (1207) 

7.1 Title 10, United States Code, Section 2912 (120701) 

The energy cost savings amounts realized in accordance with 10 U.S.C. § 
2912 remain as unobligated balances available for obligation at the end of the 
fiscal year. 

7.2 Unobligated Balance Transfers (120702) 

Unobligated balances covered by paragraph 7.1 must be transferred to 
extended availability accounts on an SF 1151 or other authorized Service-specific 
method that incorporates all SF 1151 requirements (see paragraph 3.1). The 

http://uscode.house.gov/view.xhtml?req=(title%3A10%20section%3A2912%20edition%3Aprelim)%20OR%20(granuleid%3AUSC-prelim-title10-section2912)&f=treesort&edition=prelim&num=0&jumpTo=true
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authority to be cited for the transfer is 10 U.S.C. § 2912. No further adjustments 
to the amounts carried forward are permitted once the balance is established in the 
extended availability account. 

8.0 REPORTING REQUIREMENTS (1208) 

The standardized Service-specific reporting methods (e.g., the Army’s 
General Fund Enterprise Business System) or the following requirements must 
be used to report the status of extended availability accounts: 

8.1 Accounting Report (Monthly) 1002 (120801) 

The following special procedures have been established for reporting 
extended availability obligated and unobligated balances on the Accounting 
Report (Monthly), (AR(M)) 1002, Appropriation Status by Fiscal Year Program 
and Subaccounts: 

8.1.1. Normal Availability Obligated and Unobligated Balances Identify and 
report as usual. 

8.1.2. Extended Availability Unobligated Balances 
Identify, in column F (Cumulative Unobligated Balance), 

unobligated extended availability amounts resulting from energy cost savings at 
the end of the normal availability period (e.g., FY 200X/200X+1 or FY 
200X/200X+2, +3, and so on) and available unobligated amounts (that is, FY 
2018/2019, FY 2018/2020, FY 2018/2021 for the FY 2018 account). The stub 
entry, column a (Budget Activity) identifies the unobligated extended availability 
amount as “Extended Availability - Energy Cost Savings.”   The amount reported 
must agree with line 2201 of the    SF 133, “Report on Budget Execution” (see 
paragraph 8.2). 

8.1.3. Extended Availability Obligated Balances 
Identify, in column e, obligations incurred against the extended 

availability account. The stub entry must identify those obligations as to the 
purpose for which the obligations were incurred. The reporting categories for the 
extended availability accounts must be continued for all fiscal years with 
remaining obligated balances against the extended availability account. 

8.2 Standard Form 133 (120802) 

At the end of the first fiscal year, use line 2201, “Unob(ligated) Bal(ance): 
Apportioned: Avail(able) in the current period” on the SF 133, to identify the 
amount of available unobligated funds that are available for energy savings 
investments (or other authorized purposes) in the following fiscal year(s). 
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APPENDIX G  
– 

References 
 

1. Public Law 109-58, Energy Policy Act of 2005 or EPAct 2005  

2. Public Law 110-140, Energy Independence and Security Act of 2007j. 42 U.S.C. 
8287, National Energy Conservation Policy Act, Title VIII, Section 801 to 804 

3. Public Law 116-260, Energy Act of 2020 or EA 2020 

4. 10 U.S.C. 2913 – Energy savings contracts and activities  

5. 10 U.S.C. 2866 – Water conservation at military installations  

6. 10 CFR 436, Subpart B, Final Rule on Energy Savings Performance Contracts  

7. 48 CFR 15 (FAR Part 15) Federal Acquisition Regulations System, Contracting 
by Negotiation  

8. 48 CFR 23.2 (FAR Subpart 23.2), Energy and Water Efficiency and Renewable 
Energy  

9. 48 CFR 1.102 (FAR 1.102), Guiding Principles for the Federal Acquisition 
System  

10. Frequently Asked Questions About Federal Utility Energy Service Contracts,   
(available on the DOE website at http://energy.gov/eere/femp/frequently-asked-
questions-about-federal-utility-energy-service-contracts    

11. DoD Instruction 4170.11, Installation Energy Management  

12. DoD Instruction 6055.17, Installation Emergency Management 

13. Executive Order 13834, Efficient Federal Operations  

14. AR 420-1, Army Facilities Management 

  

http://energy.gov/eere/femp/frequently-asked-questions-about-federal-utility-energy-service-contracts
http://energy.gov/eere/femp/frequently-asked-questions-about-federal-utility-energy-service-contracts


DA Guidance to Implement a UESC 

 

Page 81 of 81 
 

APPENDIX H  

Case Studies 

Pueblo Chemical Depot, Colorado 
Utilizing an Areawide Contract with Black Hills Energy, $9.2M worth of 
improvements to their electric infrastructure were implemented via the UESC 
process. The task order was issued in March of 2016 by the U.S. Army Corps of 
Engineers, Huntsville District. Mr. Greg Shinaut led the Black Hills Energy Team.  
Payment was a combination of financing and agency buydown funds.   

Army Reserve 63rd Readiness Division 
Utilizing an Areawide Contract with CenterPoint Energy, an IGA was completed 
covering 14 U.S. Army Reserve Command sites across Arkansas, Oklahoma, and 
Texas. The Army Mission and Installation Contracting Command in San Antonio 
issued the task orders. Mr. Hayes Kinslow represented the 63rd RSC. Mr. Calvin 
Roberts was the CenterPoint Energy lead. Nearly $3M worth of ECMs are expected 
to be implemented with a combined payback period of 13 years. 

Redstone Arsenal, Alabama 
Utilizing a Basic Ordering Agreement with the Tennessee Valley Authority, Redstone 
Arsenal has executed three task orders for $34M worth of energy improvements via 
the UESC process. 


