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Overview

F

lorida’s public agencies are required to use a Request for Proposal (RFP) when procuring energy performance contracts.  An RFP is used to solicit and invite proposal submissions by ESCOs who are capable of implementing EPC projects. The following is a step-by-step description of the procurement process.  (A sample RFP is included in Appendix C.)

1. ESCOs Written Proposals: The ESCOs written response to the RFP is the first step in this process.  The written response includes information on the corporate background and technical qualifications of the ESCO, past EPC projects, and client references.  This additional information will be used to investigate, evaluate, score, and rank the responses.  The combined written proposal scores along with client references will be used to shortlist the three highest ranking firms.

2. Oral Interviews of Shortlisted ESCOs: Oral interviews are a good way to gather additional information from competing ESCOs.  This allows the agency to review each ESCOs project approach and it gives the ESCOs an opportunity to respond to questions from the evaluation team. 

3. ESCO Selection: Final selection is the last procurement step.  Selection of the best-qualified ESCO should be based on the cumulative scores of the written proposals, client references, oral interviews, and consensus of the evaluation team.  The highest ranked ESCO is typically recommended for selection.

After receiving the necessary administrative approvals for project commencement, an energy audit agreement is executed which authorizes the ESCO to conduct a complete technical and economic analysis of the facility(s).  This investment-grade energy audit produces the ESCOs final list of energy improvements for installment, a description of services they 

will provide, complete contract terms and conditions, a project timetable, and all energy cost savings projections associated with the project.  

It is important for the agency to independently review and verify the results of the energy audit conducted by the ESCO.  Whether technical consultants or in-house technical personnel verify the audit results, all components of the proposed and final technical scopes of the project should be thoroughly reviewed prior to final contract execution.  Information gathered in this phase provides the basis for the final scope of work and services negotiations, and for final contractual terms and conditions.  Please bear in mind that the agency is responsible for the cost of the energy audit if they are unable or choose not to proceed with the final EPC contract.  If the agency decides to proceed with the project, the cost of the audit will be rolled into the project financing and amortized over the project term.  Each ESCO’s cost for conducting the audit should be disclosed in their written RFP response document.

Figure 2-1 compares a conventional competitive bid and spec procurement with a competitive EPC procurement.
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Comparison of Conventional Bid and Specification

vs. EPC Procurement
	Conventional Bid & Spec Procurement
	Energy Performance Contracts: Competitive Negotiations for Professional Services

	· Requires several years to secure sufficient funds to implement comprehensive energy projects

· Piecemeal approach to bidding and managing separate project components results in high staff costs

· Multiple contracts with multiple vendors can result in conflicting project requirements

· No guaranteed energy savings

· Comfort and operating standards usually are not offered by equipment vendors

· Incremental project implementation misses savings design opportunities

· Energy projects must compete for limited budget resources with other improvement projects

· No direct incentive for building staff to reduce energy costs

· Limited staff expertise and resources may put project performance at risk

· Underfunded operations and maintenance typically result in wasted energy
	· All funds needed for a comprehensive energy project are readily available

· Lower staff costs and quicker completion of a comprehensive project

· Single contract with single point accountability for project performance

· ESCO guaranteed long-term energy savings

· Energy performance contracts typically contain explicit comfort and operating standards

· Comprehensive project implementation maximizes savings design opportunities

· Energy projects are funded with utility bill savings
· ESCO payments are tied to achieving energy cost savings over the contract term 

· ESCO provides ongoing technical expertise to insure project performance

· EPC projects generate energy cost savings to finance the operation and maintenance required to sustain long-term project performance


Preparing the Request for Proposals (RFP)

A

n RFP should define the project scope, project schedule, procurement process, evaluation criteria, special contractual terms and conditions, and corporate and technical information to be submitted by the ESCO in their response.  In addition, the RFP should clearly state that achieved energy cost savings must pay for all project costs for the duration of the contract. This requirement establishes the economic bottom-line and financial performance requirements of the installed project.  

Information requested in the RFP should include certain information from the ESCOs.  The type of information can be found in Figure 2-2.
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An RFP needs to have sufficient information about the project to attract ESCOs’ interest.   One primary purpose of the RFP is to give form and substance to the project and to create ground rules by which competing ESCOs have to subscribe.

The Sample RFP located in Appendix C addresses the essential components common to most EPC arrangements.  This sample has been designed for flexibility and is easily customized to accommodate specific project needs and agency requirements.  Project-specific procedures and information on the following topics -- site visits, project schedule and evaluation criteria -- need to be included in the final RFP.  

Site Visits

Most ESCOs will want to tour the facility and interview facility staff prior to submitting their written proposal. These site visits should be scheduled after the RFP is issued, but before responses are due.  The facility should be available for scheduled tours for a specified period of time.  It is recommended that each responding ESCO be scheduled to tour the site(s) separately.

Project Schedule

A project schedule should be developed that identifies specific procurement dates and activities.   Figure 2-3 is a representative sample project schedule that is contained in the Sample RFP (Appendix C).  The project schedule will help ESCOs understand the facility(s) procurement schedule and can serve as a guideline for keeping the project on-track.
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Evaluation Criteria
It is important to specify the evaluation criteria to be used for ranking competing ESCOs.  The Sample RFP specifies a detailed list of the criteria. They are grouped into four major categories: 1) Prior Experience, 2) Approach to Project Management, 3) Technical Capabilities & Expertise, and 4) Financial Strength.  These categories are useful in aggregating evaluation data and for the presentation of rankings.
Project Terms and Conditions

The Project Terms and Conditions, contained in Attachment C of the Sample Model RFP, describes the minimum conditions required of the selected ESCO for project implementation.  The provisions described in the attachment cover the basic technical and legal elements that should be included in a performance contract.  This attachment can easily be customized to incorporate all the project-specific technical and legal requirements and any agency policies that require ESCO compliance.

Technical Facility Profile
A technical description of the project facility(s) needs to be prepared and attached to the RFP as an appendix.  An ESCO will need enough technical details about the facility to assess and design opportunities for a successful project.  At a minimum, a brief description of the premises and all major energy-using equipment should be provided. Several years of past utility consumption data, preferably by fuel unit and cost, also should be included.  Instructions for preparing this technical facility profile are located in Appendix D.

Evaluation Team Identification

It is important to identify members of the evaluation team early in the procurement process to receive their input during the development of the RFP scope and to keep them informed of the project progress.  The members also need to be made aware of the evaluation timetable so they can schedule sufficient time to review written proposals, check client references, and participate in oral interviews.  An evaluation team can involve any number of agency personnel, including but not limited to:

· Facility/Operating Engineers

· Maintenance Staff

· Purchasing Agent

· Energy Manager/Designated Project Manager

· Administrative/Financial Manager

· Legal Counsel

· Technical Advisors/Consultants
However the team is assembled, it is important to include individuals involved with daily facility operations during the entire procurement and evaluation process.

The role of this evaluation team will be to review and evaluate the proposals of competing ESCOs in order to select the most qualified company to implement the EPC project.  It is likely that evaluation team members will have varying degrees of expertise and interests with regard to the project.  Selecting a diverse technical, financial and legal team allows them to share evaluation tasks (e.g., client reference checking, reviews of sample energy audits and financial statements, etc.) and offers them the opportunity to address a wider variety of concerns and issues.
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 …the RFP must clearly state that achieved energy cost savings must pay for all project costs for the duration of the contract.




















Experience with implementing performance contracting arrangements





Understanding of and experience with energy measures likely to be installed





Financial stability and experience with project financing





Background and EPC experience of all project personnel assigned to the project





Performance record of past directly-managed EPC projects managed by the project team who will be assigned to the agency's project





Calculation methods used to compute base-year utility use and project savings





Savings measurement and verification and project monitoring methods





Proposed approach toExperience with ongoing maintenance and other services





Proposed structure for the savings guarantee and ESCO fee payments





Technical energy audit cost 





Training services for the facility staff





Sample investment-grade technical energy audit, project commissioning plan, maintenance plan, and customer savings report 




















Activity								           Timeframe





Advertise RFP	Week 1





Site Visit	Weeks 2-4





Proposals Due	Week 6





Written Proposals Reviewed/Evaluated	Weeks 7-11





Oral Interviews/Presentations	Week 12





Anticipated Board Approval Date	Week 14





Technical Audit, Project Analysis, and Contract Negotiations Begin	Week 16





Audit Report Submitted 	Week 32





Anticipated Date for Contract Signing & Presenting Final Contract	Week 40
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