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The Committee on Energy and Commerce, to whom was referred
the bill (H.R. 2689) to amend the National Energy Conservation
Policy Act to encourage the increased use of performance con-
tracting in Federal facilities, having considered the same, report fa-
vorably thereon with an amendment and recommend that the bill
as amended do pass.
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SECTION 1. SHORT TITLE.

This Act may be cited as the “Energy Savings Through Public-Private Partner-
ships Act of 2014”.

SEC. 2. FINDINGS.

Congress finds the following:

(1) Private sector funding and expertise can help address the energy efficiency
challenges facing the United States.

(2) The Federal Government spends more than $6 billion annually in energy
costs.

(3) Reducing Federal energy costs can help save money, create jobs, and re-
duce waste.

(4) Energy savings performance contracts and utility energy service contracts
are tools for utilizing private sector investment to upgrade Federal facilities
without any up-front cost to the taxpayer.

(5) Performance contracting is a way to retrofit Federal buildings using pri-
vate sector investment in the absence of appropriated dollars.

(6) Retrofits that reduce energy use also improve infrastructure, protect na-
tional security, and cut facility operations and maintenance costs.

SEC. 3. USE OF ENERGY AND WATER EFFICIENCY MEASURES IN FEDERAL BUILDINGS.

(a) ENERGY MANAGEMENT REQUIREMENTS.—Section 543(f)(4) of the National En-
ergy Conservation Policy Act (42 U.S.C. 8253(f)(4)) is amended—

(1) by redesignating subparagraphs (A) and (B) as clauses (i) and (ii), respec-
tively and by moving the margins 2 ems to the right;

(2) by striking “Not later than” and inserting the following:

“(A) IN GENERAL.—Not later than”; and

(3) by adding at the end the following new subparagraph:

“(B) MEASURES NOT IMPLEMENTED.—Each energy manager, as part of the
certification system under paragraph (7) and using guidelines developed by
the Secretary, shall provide an explanation regarding any life-cycle cost-ef-
fectivedmeasures described in subparagraph (A)(i) that have not been imple-
mented.”.

(b) REPORTS.—Section 548(b) of the National Energy Conservation Policy Act (42
U.S.C. 8258(b)) is amended—

(1) in paragraph (3), by striking “and” at the end;

(3) in paragraph (4), by striking the period at the end and inserting “; and”;
an

(3) by adding at the end the following new paragraph:

“(5) the status of each agency’s energy savings performance contracts and
utility energy service contracts, the investment value of such contracts, the
guaranteed energy savings for the previous year as compared to the actual en-
ergy savings for the previous year, the plan for entering into such contracts in
the coming year, and information explaining why any previously submitted
plans for such contracts were not implemented.”.

(c) FEDERAL ENERGY MANAGEMENT DEFINITIONS.—Section 551(4) of the National
Energy Conservation Policy Act (42 U.S.C. 8259(4)) is amended by striking “or ret-
rofit activities” and inserting “retrofit activities, or energy consuming devices and
required support structures”.

(d) AUTHORITY TO ENTER INTO CONTRACTS.—Section 801(a)(2)(F) of the National
Energy Conservation Policy Act (42 U.S.C. 8287(a)(2)(F)) is amended—

(1) in clause (i), by striking “or” at the end;

(2) in clause (i1), by striking the period at the end and inserting “; or

(3) by adding at the end the following new clause:

“(iii) limit the recognition of operation and maintenance savings asso-
ciated with systems modernized or replaced with the implementation of
energy conservation measures, water conservation measures, or any se-
ries of energy conservation measures and water conservation meas-
ures.”.

(e) MISCELLANEOUS AUTHORITY.—Section 801(a)(2) of the National Energy Con-
1servation Policy Act (42 U.S.C. 8287(a)) is amended by adding at the end the fol-
owing:

2

; and

“(H) MISCELLANEOUS AUTHORITY.—Notwithstanding any other provision
of law, a Federal agency may sell or transfer energy savings and apply the
proceeds of such sale or transfer to fund a contract under this title.”.

(f) PAYMENT OF CoSTS.—Section 802 of the National Energy Conservation Policy
Act (42 U.S.C. 8287a) is amended by striking “(and related operation and mainte-
nance expenses)” and inserting “, including related operations and maintenance ex-
penses”.
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(g) ENERGY SAVINGS PERFORMANCE CONTRACTS DEFINITIONS.—Section 804(2) of
the National Energy Conservation Policy Act (42 U.S.C. 8287¢(2)) is amended—

(1) in subparagraph (A), by striking “federally owned building or buildings or
other federally owned facilities” and inserting “Federal building (as defined in
section 551 (42 U.S.C. 8259))” each place it appears;

(2) in subparagraph (C) , by striking “; and” and inserting a semicolon;

(3) in subparagraph (D), by striking the period at the end and inserting a
semicolon; and

(4) by adding at the end the following new subparagraphs:

“(E) the use, sale, or transfer of energy incentives, rebates, or credits (in-
cluding renewable energy credits) from Federal, State, or local governments
or utilities; and

“(F) any revenue generated from a reduction in energy or water use, more
efficient waste recycling, or additional energy generated from more efficient
equipment.”.

PURPOSE AND SUMMARY

H.R. 2689, the “Energy Savings Through Public-Private Partner-
ships Act of 2013,” was introduced by Representatives Gardner (R-
CO) and Welch (D-VT) on July 16, 2013. The legislation facilitates
the use of energy savings performance contracts (ESPCs) and util-
ity energy service contracts (UESCs) to utilize private sector in-
vestment to upgrade the energy and water efficiency of Federal fa-
cilities without any up-front cost to taxpayers. The bill helps to re-
duce Federal energy costs, while saving money, creating jobs, and
reducing waste.

BACKGROUND AND NEED FOR LEGISLATION

As the nation’s single largest energy consumer, the Federal gov-
ernment spends more than %7 billion annually on its energy costs.!
Energy efficiency improvements can reduce this expenditure, as
well as help agencies acquire necessary infrastructure and equip-
ment. In 2007, the Energy Independence and Security Act required
Federal agencies to perform energy audits of their facilities.2 To
date, with 77 percent of covered facilities audited, almost $11 bil-
lion worth of potential life-cycle cost-effective energy conservation
measures have been identified.3

ESPCs and UESCs are a proven method by which Federal agen-
cies can increase efficiency, thereby reducing energy costs. In both
cases, an approved contractor designs and installs systems and
equipment to reduce the energy consumption of a Federal facility
and gets paid back through savings on utility bills that result from
the project over a stipulated period of time. By law, and on a nego-
tiated basis, the government never pays more than it would have
paid for utilities if it had not entered into the ESPC. Using an
ESPC or UESC in the Federal government eliminates the need for
appropriated dollars for equipment replacement and for operations
and maintenance of such energy consuming equipment.

For over 20 years, performance-based contracts for energy sav-
ings have provided upgrades to Federal buildings, including the
House and Senate Office Buildings and the U.S. Capitol. According

1Dr. Timothy D. Unruh, Program Director, U.S. Department of Energy, Federal Energy Man-
agement Program, “ NAESCO: Meeting Enhanced Energy Consumption Reduction and Perform-
ance)Objectives at Federal Facilities through Strategic Use of ESPCs and UESCs,” (Mar. 18,
2014).

2Energy Independence and Security Act of 2007, Pub. L. No. 110-140, 432 (2007).

3U.S. Department of Energy, Federal Energy Management Program, “EISA Compliance
Tracking System Reports and Data.”
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to the Federal Energy Management Program, approximately 600
performance contracts worth $5.3 billion have been awarded
throughout 25 Federal agencies and in 49 States. These projects
have resulted in energy savings valued at $13.1 billion, of which,
approximately $10.1 billion went to repay project investments, ac-
cruing a net savings of $3 billion to the Federal government.4 Fur-
ther, a June 2013 Oak Ridge National Laboratory study found that
under an ESPC, Federal agencies are saving an average of almost
twice as much energy as is guaranteed by the contractor.5 In addi-
tion to generating energy and dollar savings, years of deferred
maintenance at Federal facilities are successfully addressed by
ESPC retrofits at no additional cost to taxpayers.

ESPCs also are used in State and municipal buildings, as well
as in schools, hospitals and universities. All 50 States have stat-
utes authorizing energy savings performance contracting. While
utilization varies across each State, the U.S. Energy Services Com-
pany (ESCO) market—which is principally comprised of ESPC ac-
tivity—exceeds $5 billion annually.6 In the past twenty years, U.S.
ESCOs delivered about $45 billion in projects paid from savings,
$50 billion in energy and maintenance savings—guaranteed and
verified, 400,000 person-years of direct employment, $30 billion of
infrastructure improvements in public facilities, and 450 million
tons of CO2 savings at no additional cost.”

Greater utilization of ESPCs has been impaired by administra-
tive delay and process issues within Federal agencies, some of
which are the result of ambiguity in the underlying law. H.R. 2689
seeks to eliminate administrative roadblocks by clarifying certain
provisions of the law to reduce confusion resulting from statutory
ambiguities. In addition, the legislation requires additional report-
ing requirements, thus ensuring improved transparency.

Supporters of the Legislation

The following entities have provided letters in support of H.R.
2689: Federal Performance Contracting Coalition, National Associa-
tion of Manufacturers, U.S. Chamber of Commerce, and U.S. Green
Building Council.

HEARINGS

The Committee on Energy and Commerce has not held hearings
on the legislation.

COMMITTEE CONSIDERATION

On April 29 and 30, 2014, the Committee on Energy and Com-
merce met in open markup session. During the markup, an amend-
ment in the nature of a substitute was offered and adopted by a
voice vote. The Committee ordered H.R. 2689 favorably reported to
the House of Representatives, as amended, by a voice vote.

4U.S. Department of Energy, Federal Energy Management Program, “Awarded ESPC
Projects.”

5(0ak Ridge National Laboratory, “Beyond Guaranteed Savings: Additional Cost Savings Asso-
ciated With ESPC Projects,” (Mar. 2013).

6U.S. Department of Energy, Weatherization and Intergovernmental Programs Office, “Cur-
rent Size and Remaining Market Potential of U.S. ESCO Industry,” (Sept. 2013).

7National Association of Energy Service Companies, “The ESCO Story.”
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COMMITTEE VOTES

Clause 3(b) of rule XIII of the Rules of the House of Representa-
tives requires the Committee to list the record votes on the motion
to report legislation and amendments thereto. There were no
record votes taken in connection with ordering H.R. 2689 reported.
A motion by Mr. Upton to order H.R. 2689 reported to the House,
as amended, was agreed to by a voice vote.

COMMITTEE OVERSIGHT FINDINGS

Pursuant to clause 3(c)(1) of rule XIII of the Rules of the House
of Representatives, the Committee made findings that are reflected
in this report.

STATEMENT OF GENERAL PERFORMANCE GOALS AND OBJECTIVES

H.R. 2689 facilitates the use of energy savings performance con-
tracts (ESPCs) and utility energy service contracts (UESCs) to uti-
lize private sector investment to upgrade the energy and water effi-
ciency of Federal facilities without any up-front cost to taxpayers.
The bill helps to reduce Federal energy costs while saving money,
creating jobs, and reducing waste.

NEW BUDGET AUTHORITY, ENTITLEMENT AUTHORITY, AND TAX
EXPENDITURES

In compliance with clause 3(c)(2) of rule XIII of the Rules of the
House of Representatives, the Committee finds that H.R. 2689,
would result in no new or increased budget authority, entitlement
authority, or tax expenditures or revenues.

EARMARK, LIMITED TAX BENEFITS, AND LIMITED TARIFF BENEFITS

In compliance with clause 9(e), 9(f), and 9(g) of rule XXI of the
Rules of the House of Representatives, the Committee finds that
H.R. 2689 contains no earmarks, limited tax benefits, or limited
tariff benefits.

COMMITTEE COST ESTIMATE

The Committee adopts as its own the cost estimate prepared by
the Director of the Congressional Budget Office pursuant to section
402 of the Congressional Budget Act of 1974.

CONGRESSIONAL BUDGET OFFICE ESTIMATE

Pursuant to clause 3(c)(3) of rule XIII of the Rules of the House
of Representatives, the following is the cost estimate provided by
the Congressional Budget Office pursuant to section 402 of the
Congressional Budget Act of 1974:



U.S. CONGRESS,
CONGRESSIONAL BUDGET OFFICE,
Washington, DC, September 24, 2014.

Hon. FRED UPTON,
Chairman, Committee on Energy and Commerce,
House of Representatives, Washington, DC.

DEAR MR. CHAIRMAN: The Congressional Budget Office has pre-
pared the enclosed cost estimate for H.R. 2689, the Energy Savings
Through Public-Private Partnerships Act of 2014.

If you wish further details on this estimate, we will be pleased
to provide them. The CBO staff contact is Megan Carroll.

Sincerely,
DouGLAS W. ELMENDORF.

Enclosure.

H.R. 2689—Energy Savings Through Public-Private Partnerships
Act of 2014

Summary: H.R. 2689 would modify agencies’ authority to enter
into energy savings performance contracts (ESPCs), a specific type
of long-term contract used to procure equipment and services to
conserve energy in federal buildings. The bill also would specify
new energy-related reporting requirements for federal agencies.

CBO estimates that enacting H.R. 2689 would increase direct
spending; therefore, pay-as-you-go procedures apply. Over the
2015-2024 period, we estimate that direct spending for contractual
commitments to pay nonfederal vendors for energy conservation
measures implemented pursuant to this bill would amount to $450
million. CBO also estimates that reductions in Federal agencies’
energy costs attributable to investments in energy-related services
and equipment procured through contracts authorized under H.R.
2689 would total $210 million over the next 10 years (and addi-
tional amounts in subsequent years). In addition, CBO estimates
that discretionary spending for certain services related to those
contracts would total $10 million over the next five years. Enacting
H.R. 2689 would not affect revenues.

CBO believes that allowing agencies to enter into ESPCs without
appropriations in advance to cover the costs of the acquired equip-
ment or services creates direct spending authority. However, the
Administration does not treat ESPCs that way in the budget. Rath-
er, agencies record payments to the vendors as coming from annual
appropriations, usually spread out over many years. In the budget,
those costs are offset, at least in part, by whatever reductions in
annual energy costs are generated by the investments. Under that
budgetary treatment, because it usually takes many years before
the annual costs of the equipment or services fall below the annual
savings, the federal government generally does not realize signifi-
cant amounts of net savings in appropriations until after the 10-
year period covered by CBQO’s cost estimates.

H.R. 2689 contains no intergovernmental or private-sector man-
dates as defined in the Unfunded Mandates Reform Act (UMRA).

Estimated cost to the Federal Government: The estimated budg-
etary effects of H.R. 2689 are shown in the following table. The
costs of this legislation fall primarily within budget functions 050
(defense), 270 (energy), and 800 (general government).
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Basis of estimate: For this estimate, CBO assumes that H.R.
2689 will be enacted near the start of fiscal year 2015. CBO esti-
mates that amending agencies’ authority to enter into ESPCs
would increase direct spending by $450 million over the next 10
years. That upfront increase in ESPC-related spending would lead
to a reduction in agencies’ energy-related costs, which are generally
paid from discretionary appropriations, as well as some additional
discretionary spending for certain services related to those con-
tracts.

Budgetary treatment of ESPCs

ESPCs are a form of third-party financing, in which private par-
ties pay for the design, acquisition, installation, and in some cases,
the operation and maintenance of energy conservation equipment
(generally referred to as energy conservation measures) in federal
buildings.! Because the government does not pay for the equipment
at the time it is acquired, the vendor borrows money from a non-
federal lender to finance the investment on behalf of the federal
agency. With such private financing, agencies can pay for energy
conservation measures and related financing costs over time on the
basis of the anticipated and realized reductions in energy costs.
Upon entering into an ESPC, the government effectively commits
to make payments to a vendor in future years to cover the costs
of equipment and services as well as interest costs on the vendor’s
borrowing to finance upfront costs. (Since the vendor faces higher
borrowing costs than the U.S. Treasury, total interest payments for
an ESPC will be higher than they would be if the government fi-
nanced the acquisition directly with appropriated funds.)

Entering into such legally binding agreements constitutes a com-
mitment of government resources without appropriations to cover
all of the resulting costs. Thus, in CBO’s view, the authority to
enter into contractual agreements for third-party financing of en-
ergy conservation measures is a form of direct spending.2 Con-
sistent with long-standing practice, CBO’s cost estimates for legis-
lation providing such authority show budget authority in the year
or years when commitments are expected to be made in the
amount of the estimated net present value of those contractual
commitments. Estimated outlays stemming from such commit-
ments are spread across the period during which the vendor is ex-
pected to construct, manufacture, or purchase the asset on behalf
of the federal government.

Agencies, however, generally do not follow the procedures that
CBO views as appropriate for recording an ESPC in the budget and
that are the basis for this cost estimate. In agency budgets, the ini-
tial commitment of governmental resources is not shown as an obli-
gation requiring upfront budget authority. Rather, the payments to
the vendor, which are usually spread out over many years, come
from annual appropriations and are recorded as outlays over the
full duration of the contract, offset, at least in part, by whatever
annual savings are generated by the investments.

1For more on third-party financing, see Congressional Budget Office, Third-Party Financing
of Federal Projects (June 1, 2005).

2For further details on the principles that govern CBO’s analyses of long-term contracts such
as ESPCs, see Congressional Budget Office, letter to the Honorable Fred Upton on the budg-
etary impact of energy savings performance contracts (July 1, 2011).



Direct spending

H.R. 2689 would make a variety of changes to the ESPC statute.
In particular, the bill would:

e Permit agencies to use, sell, or transfer energy incentives,
rebates, or credits (such as renewable energy certificates) as a
means of making payments to vendors under ESPCs; 3

e Expand the definition of “energy conservation measure” to
include the acquisition of energy-consuming devices and sup-
port structures (such as appliances located within federal
buildings); and

¢ Require federal agencies to include, in estimating energy
savings attributable to an ESPC, anticipated forgone operation
and maintenance expenses related to energy conservation
measures financed under the contract.

Taken together, CBO expects that the proposed changes would
result in an increase in the use of ESPCs to finance energy-related
investments. In particular, we expect that authorizing agencies to
use incentives such as renewable energy certificates to finance con-
tract payments would increase the use of ESPCs for projects involv-
ing renewable energy technologies. Under current law, agencies’
authority to use such incentives to pay for contract costs is uncer-
tain in light of a 2013 decision by a federal contract appeals board.*
As a result of that decision, CBO expects that under current law
federal agencies are unlikely to pursue ESPCs that involve renew-
able energy technologies as a significant component. In addition,
CBO expects that other definitional changes in H.R. 2689 would re-
sult in additional projects going forward that would not be under-
taken under current law.

Based on information from the Department of Energy (DOE),
particularly related to the potential magnitude of renewable energy
projects that are likely to be pursued through ESPCs if agencies
were explicitly permitted to use incentives such as renewable en-
ergy certificates to fund contracts, CBO estimates that incremental
increases in direct spending under H.R. 2689 would total $450 mil-
lion over the 2015-2024 period. On average, CBO expects that
agencies would use ESPCs to acquire new energy conservation
measures at an upfront cost of about $50 million a year, with most
of that amount supporting investments in renewable energy tech-
nologies.

CBO’s estimate of direct spending reflects an amount equal to
the cost of energy conservation measures as installed (about $35
million a year), plus the net present value of the portion of bor-
rowing costs attributable to contract interest rates that would ex-
ceed U.S. Treasury interest rates (about $15 million). (Borrowing
costs equivalent to the amount of Treasury interest that would be
paid if the equipment was financed with appropriated funds are
not included in our estimate because, for the enforcement of Con-
gressional budget rules, changes in Treasury interest costs are not
counted as a cost or savings related to any particular legislative

3Renewable energy certificates represent the rights to the nonpower renewable and environ-
mental attributes of electricity generated from renewable resources. Such certificates, and other
similar incentives and rebates, can be sold separately from the underlying units of physical elec-
tricity.

4 Honeywell International Inc., Armed Services Board of Contract Appeals No. 57779 (August
7,2013).
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provision.) CBO’s estimate of outlays reflects its judgment as to
when equipment or services would be provided—for equipment,
typically over a three-year period.

Spending subject to appropriation

ESPCs permit federal agencies to pay vendors for energy con-
servation measures and related financing costs over time on the
basis of anticipated and realized reductions in energy costs, which
are generally paid from annual appropriations. Typically, an ESPC
vendor develops a baseline estimate of energy consumption that
would occur in the absence of energy conservation measures and
estimates the reductions in energy consumption and energy costs
that would result from an ESPC-funded project. Such reductions in
energy-related costs are used to set the annual payments to the
vendor for the services and equipment provided under the ESPC.
According to DOE, the average term of those repayments under an
ESPC is 17 years—that is, it takes about 17 years, on average, for
the government to realize sufficient savings to cover the contrac-
tual payments due to the vendor.5

CBO anticipates that ESPC-funded projects under H.R. 2689
would, on average, have payback periods in line with that histor-
ical experience. On that basis, we estimate that reductions in en-
ergy-related federal costs attributable to such contracts would total
$210 million over the next 10 years.

In addition to contractual commitments through ESPCs that
CBO categorizes as direct spending, CBO estimates that discre-
tionary spending for certain services related to ESPCs under H.R.
2689 would total $10 million over the next five years. Typically,
when using an ESPC, an agency agrees to make payments for serv-
ices related to the operation and maintenance of newly installed
equipment. Such agreements include measurement and verification
activities to confirm that the equipment produces savings as guar-
anteed by the contract. Because the government can opt out of
those services at any time, such contract costs are discretionary.
For this estimate, CBO assumes that the cost of such services
would total about 2.5 percent of the value of the overall contract.
Assuming appropriation of the necessary amounts, CBO estimates
that discretionary spending for optional ESPC-related services
would total less than $500,000 in 2015 but would gradually in-
crease as new contracts are entered into each year and payments
on older contracts continue.

If the funding for ESPCs was recorded as direct spending (as
shown in the above table), any reductions in energy and related
costs could be used to reduce discretionary spending by the affected
agencies. However, because agencies do not record commitments
under ESPCs upfront and instead record the payments to vendors
as discretionary spending over the course of the contracts, we ex-
pect that savings from reduced energy costs over the first 17 years
azvould be roughly offset by the costs of contract payments to ven-

ors.

Pay-As-You-Go considerations: The Statutory Pay-As-You-Go Act
of 2010 establishes budget-reporting and enforcement procedures

5 Information provided to the Congressional Budget Office by the U.S. Department of Energy,
Federal Energy Management Program, June 2014.
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for legislation affecting direct spending or revenues. The net
changes in outlays that are subject to those pay-as-you-go proce-
dures are shown in the following table.

CBO ESTIMATE OF PAY-AS-YOU-GO EFFECTS FOR H.R. 2689, AS ORDERED REPORTED BY THE
HOUSE COMMITTEE ON ENERGY AND COMMERCE ON APRIL 30, 2014

By fiscal year, in millions of dollars—

2014—  2014—
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2019 2024

NET INCREASE OR DECREASE (—) IN THE DEFICIT

Statutory Pay-As-You-Go
Impact ..o, 0 15 35 50 50 50 50 50 50 50 50 200 450

Intergovernmental and private-sector impact: H.R. 2689 contains
no intergovernmental or private-sector mandates as defined in
UMRA and would impose no costs on state, local, or tribal govern-
ments.

Estimate prepared by: Federal costs: Megan Carroll and David
Newman; Impact on state, local, and tribal governments: J’nell L.
Blanco; Impact on the private sector: Amy Petz.

Estimate approved by: Theresa Gullo, Deputy Assistant Director
for Budget Analysis.

FEDERAL MANDATES STATEMENT

The Committee adopts as its own the estimate of Federal man-
dates prepared by the Director of the Congressional Budget Office
pursuant to section 423 of the Unfunded Mandates Reform Act.

DupPLICATION OF FEDERAL PROGRAMS

No provision of H.R. 2689 establishes or reauthorizes a program
of the Federal Government known to be duplicative of another Fed-
eral program, a program that was included in any report from the
Government Accountability Office to Congress pursuant to section
21 of Public Law 111-139, or a program related to a program iden-
tified in the most recent Catalog of Federal Domestic Assistance.

DISCLOSURE OF DIRECTED RULE MAKINGS

The Committee estimates that enacting H.R. 2689 specifically di-
rects no rule makings within the meaning of 5 U.S.C. 551 to be
completed.

ADVISORY COMMITTEE STATEMENT

No advisory committees within the meaning of section 5(b) of the
Federal Advisory Committee Act were created by this legislation.

APPLICABILITY TO LEGISLATIVE BRANCH

The Committee finds that the legislation does not relate to the
terms and conditions of employment or access to public services or
accommodations within the meaning of section 102(b)(3) of the Con-
gressional Accountability Act.
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SECTION-BY-SECTION ANALYSIS OF THE LEGISLATION

Section 1. Short title

This section provides the short title of the “Energy Savings
Through Public-Private Partnerships Act of 2014.”

Section 2. Findings

This section sets forth various findings regarding the use of en-
ergy savings performance contracts and utility energy service con-
tracts to reduce Federal energy costs.

Section 3. Use of energy and water efficiency measures in Federal
buildings

Section 3(a) amends Section 543(f)(4) of the National Energy
Conservation Policy Act (NECPA) by adding a new section requir-
ing Federal energy managers to provide, as part of their compli-
ance certifications, an explanation regarding any life-cycle cost-ef-
fective energy-saving or water-saving measures that have not been
implemented.

Section 3(b) amends Section 548(b) of NECPA by adding a new
Department of Energy (DOE) reporting requirement on the status
of each Federal agency’s energy savings performance contracts and
utility energy service contracts, the investment value of such con-
tracts, the guaranteed energy savings for the previous year as com-
pared to the actual energy savings for the previous year, the plan
for entering into such contracts in the coming year, and informa-
tion explaining why any previously submitted plans for such con-
tracts were not implemented.

Section 3(c) amends Section 551(4) of NECPA by revising the
term “energy conservation measures” to include energy consuming
devices and required support structures.

Section 3(d) amends Section 801(a)(2)(F) of NECPA by prohib-
iting Federal agencies from limiting the recognition of operation
and maintenance savings associated with systems modernized or
replaced with the implementation of energy conservation measures,
water conservation measures, or any series of energy conservation
measures and water conservation measures.

Section 3(e) amends Section 801(a) of NECPA by adding a new
subsection (H) to permit the sale of renewable energy credits, re-
bates and other similar incentives to fund energy savings perform-
ance contracts.

Section 3(f) amends Section 802 of NECPA to further clarify that
reduced operation and maintenance expenses resulting from energy
or water conversation measures implemented through an ESPC
shall be treated as energy or water savings for purposes of ESPC
financing.

Section 3(g) amends Section 804(2) of NECPA by revising the
definition of “energy savings” to reference Federal buildings as de-
fined in Section 551 of NECPA. This section also amends the defi-
nition of “energy savings” to include (1) the use, sale, or transfer
of energy incentives, rebates, or credits (including renewable en-
ergy credits) from governments or utilities; and (2) any revenue
generated from a reduction in energy or water use, more efficient
waste recycling, or additional energy generated from more efficient
equipment.
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CHANGES IN EXISTING LAW MADE BY THE BILL, AS REPORTED

In compliance with clause 3(e) of rule XIII of the Rules of the
House of Representatives, changes in existing law made by the bill,
as reported, are shown as follows (existing law proposed to be omit-
ted is enclosed in black brackets, new matter is printed in italic,
existing law in which no change is proposed is shown in roman):

NATIONAL ENERGY CONSERVATION POLICY ACT

* * & * * * &

TITLE V—FEDERAL ENERGY INITIATIVE

* * *k & * * *k

PART 3—FEDERAL ENERGY MANAGEMENT

% % * % % % s
SEC. 543. ENERGY MANAGEMENT REQUIREMENTS.
(q) * * *
% % % % % % %

(f) USE oF ENERGY AND WATER EFFICIENCY MEASURES IN FED-
ERAL BUILDINGS.—

* * *k & * * *k

(4) IMPLEMENTATION OF IDENTIFIED ENERGY AND WATER EFFI-
CIENCY MEASURES.— [Not later thanl]

(A) IN GENERAL.—Not later than 2 years after the com-
pletion of each evaluation under paragraph (3), each en-
ergy manager may—

[(A)] (i) implement any energy- or water-saving
measure that the Federal agency identified in the
evaluation conducted under paragraph (3) that is life
cycle cost-effective; and

[(B)] (ii) bundle individual measures of varying
paybacks together into combined projects.

(B) MEASURES NOT IMPLEMENTED.—Each energy man-
ager, as part of the certification system under paragraph
(7) and using guidelines developed by the Secretary, shall
provide an explanation regarding any life-cycle cost-effec-
tive measures described in subparagraph (A)(i) that have
not been implemented.

* k * & * k *

SEC. 548. REPORTS.
(a) kock sk
(b) REPORTS TO THE PRESIDENT AND CONGRESS.—The Secretary
shall report, not later than April 2 of each year, with respect to
each fiscal year beginning after the date of the enactment of this
subsection, to the President and Congress—
(1) * * *

* * *k & * * *k
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(3) the extent and nature of interagency exchange of infor-
mation concerning the conservation and efficient utilization of
energy; [and]

(4) the information required under section 161(d) of the En-
ergy Policy Act of 1992[.1; and

* * & * * * &

(5) the status of each agency’s energy savings performance
contracts and utility energy service contracts, the investment
value of such contracts, the guaranteed energy savings for the
previous year as compared to the actual energy savings for the
previous year, the plan for entering into such contracts in the
coming year, and information explaining why any previously
submitted plans for such contracts were not implemented.

* * * & * * *k

SEC. 551. DEFINITIONS.

For the purposes of this part—

* k & & * k &

(4) the term “energy conservation measures” means meas-
ures that are applied to a Federal building that improve en-
ergy efficiency and are life cycle cost effective and that involve
energy conservation, cogeneration facilities, renewable energy
sources, improvements in operations and maintenance effi-
ciencies, [or retrofit activities] retrofit activities, or energy con-
suming devices and required support structures;

* k *k & * k *k

TITLE VIII—-ENERGY SAVINGS
PERFORMANCE CONTRACTS

SEC. 801. AUTHORITY TO ENTER INTO CONTRACTS.
(a) IN GENERAL.—(1) * * *
(2)A) * * *

* * *k & * * *k

(F) PROMOTION OF CONTRACTS.—In carrying out this section,
a Federal agency shall not—

(i) establish a Federal agency policy that limits the max-
imum contract term under subparagraph (D) to a period
shorter than 25 years; [or]

(i) limit the total amount of obligations under energy
savings performance contracts or other private financing of
energy savings measuresl.]; or

* £ * * * £ *

(iii) limit the recognition of operation and maintenance
savings associated with systems modernized or replaced
with the implementation of energy conservation measures,

water conservation measures, or any series of energy con-
servation measures and water conservation measures.

* * *k & * * *k
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(H) MISCELLANEOUS AUTHORITY.—Notwithstanding any
other provision of law, a Federal agency may sell or trans-
fer energy savings and apply the proceeds of such sale or
transfer to fund a contract under this title.

* * k & * * k

SEC. 802. PAYMENT OF COSTS.

Any amount paid by a Federal agency pursuant to any contract
entered into under this title may be paid only from funds appro-
priated or otherwise made available to the agency for fiscal year
1986 or any fiscal year thereafter for the payment of energy, water,
or wastewater treatment expenses [(and related operation and
maintenance expenses)l, including related operations and mainte-
nance expenses.

* * * * * * *

SEC. 804. DEFINITIONS.
For purposes of this title, the following definitions apply:
(1) * * *
(2) The term “energy savings” means—
(A) a reduction in the cost of energy, water, or waste-
water treatment, from a base cost established through a
methodology set forth in the contract, used in an existing
[federally owned building or buildings or other federally
owned facilities] Federal building (as defined in section
551 (42 U.S.C. 8259)) as a result of—

(G) * * *

(i) the increased efficient use of existing energy
sources by cogeneration or heat recovery, excluding
any cogeneration process for other than a [federally
owned building or buildings or other federally owned
facilities] Federal building (as defined in section 551
(42 U.S.C. 8259)); or

ES * k ES & k *k

(C) if otherwise authorized by Federal or State law (in-
cluding regulations), the sale or transfer of electrical or
thermal energy generated on-site from renewable energy
sources or cogeneration, but in excess of Federal needs, to
utilities or non-Federal energy users[; and];

(D) the increased efficient use of existing water sources
in interior or exterior applicationsl.];

(E) the use, sale, or transfer of energy incentives, rebates,
or credits (including renewable energy credits) from Fed-
eral, State, or local governments or utilities; and

(F) any revenue generated from a reduction in energy or
water use, more efficient waste recycling, or additional en-
ergy generated from more efficient equipment.

* * k & * * *k

O
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