Table Summary of Successes and Challenges on

Alternative Financing (AF)

	SC Laboratory


	Successes and Positives


	Challenges



	ANL


	· State of Illinois provided funds to ANL for the construction of the Guest House valued at $19M.  This project was completed in 1996.

· State is providing funds for the Center for Nanoscale Materials Facilities valued at $36M.  Design started in FY02 and construction is scheduled for completion in FY04.
	· Federal Energy Management Program (FEMP) review of energy saving projects has taken over one-year. ($1.6M Lighting in six buildings & $2.2M steam pipe insulation, lighting, HVAC upgrades and window replacement)

· FEMP should formalize official policy for development and signing delivery orders for third party financed projects.  There is a lack of official, definitive DOE requirements to utilize AF contracting vehicle.

· DOE should reverse certain newly instituted policies for Utility Energy Services Contract (UESC) type contracts which are making the use of such contracts less attractive.

	Ames


	· The Laboratory uses a space rental agreement with Iowa State University (ISU) that allows the Laboratory to utilize space in existing ISU buildings without long term lease commitments.  Significant utility infrastructure is provided by ISU and existing Laboratory buildings are maintained in excellent condition which decreases the need for using alternative financing for facility and infrastructure replacement.

· The Laboratory is receiving energy auditing services from the Iowa Department of Natural Resources at no charge that may identify candidate projects for shared energy saving financing.
	· Very tight state funding situation

· Relatively low electrical rates make justification for energy projects more difficult

	BNL


	· Brought Natural Gas line into the BNL Central Heat Plant at no out-of-pocket cost to DOE valued at $1.2M in 1997, resulted in $2M in energy saving due to the duel fuel (oil & gas) capability.
	· Applicability and requirements of OMB Circular A-11 is unclear.  Circular A-11 provides a scoring methodology for assessing budget authority and outlays to be used by federal agencies as they enter into a contract for the purchase, lease-purchase, capital lease, or operating lease of an asset.

· Proposed project to replace Housing at BNL is currently being reviewed under OMB Circular A-11.

· BNL site and location of proposed Energy Sciences Building is remote from industries and reduces flexibility for commercial leasing, thus increases risk to private developers.

	FNAL


	· Very successful in completing 42 energy related projects valued at $60M through AF.  Project includes replacement of chillers, energy & water equipment, and modifications to utility distribution systems.
	· Experience with FEMP’s review process has taken over a year for approval.

· FEMP’s new guidance (based on DOE legal opinions of October 3, 2002 and interim draft policy guidance of January 2003) requires more extensive guarantees and transferred more risk to the contractor.

	LBNL


	· DOE leased land back to the University of California (UC) where a 60,000 sf. Research Office Building is under final negotiations to be built.  Approval by the UC Regents is anticipated in FY04.  The building is valued at $25M.
	· Geographical factors limit options and minimize interest by developers.  (i.e. steep hillside & site stability; limited site access; limited parking & public transportation; separated from the town by the University restricts commercial options)

· The state is deeply in debt and there are 10 campuses, all competing for UC’s limited funds eliminating hope for further opportunities.

	ORNL


	· Completed an Energy Savings Performance Contract (ESPC) to replace lighting and water conservation equipment valued at $300K.  An annual energy savings of 450,000kW is anticipated.

· Detailed Energy Survey (DES) is started on another project to replace pumps, eliminate once-through cooling water valued at $9M.  It is anticipated that there will be an annual saving of $1.2M.

· DOE transferred 6 acres of land to UT-Battelle Development Corporation (UTBDC) to allow for a build-to-lease arrangement.  A three building lab and office complex totaling 350,000 sf will be open for occupancy Sep 2003.  This project is valued at $66M including saving from vacating old, high maintenance facilities.

· The State of Tennessee provided funding for the construction of the Joint Institute for Computational Sciences and the Oak Ridge Center for Advanced Studies Building on land deeded to the State by DOE.  These two buildings total 50,000 sf are valued at $10M and completion is anticipated in Jan 04.  It is anticipated that a similar arrangement with the State is being finalized for two additional buildings (Joint Institute for Biological Sciences and Joint Institute for Neutron Sciences) valued at $26M.
	· Labor Union issues such as Davis-Bacon wages could affect the economics of the projects

· Local electric rates are relatively low making justification for energy projects more difficult

· Need for DOE to continue support of property transfers by deed

· Anticipate future reduction in funding support by the State of Tennessee

	PPPL


	· Investigating opportunities with Princeton University for the construction of new offices
	· Concern about an increase and a long “mortgage”

· An upfront DOE investment is necessary.  Princeton University will only contribute a portion of the building construction cost.

· Currently, all site improvements are the responsibility of DOE.  Only the property is leased.  The addition of leased site improvements may complicate financial accounting of the maintenance and repairs to the facility.

	PNNL


	· PNNL has over a decade of experience with AF of facilities and energy saving facility equipment.

· AF facilities (construct-to-lease) are about 25% of PNNL’s 2M gross sf complex.

· 6 ESPC projects valued at $13.5M, of which 4 projects worth $10.2M have been paid off, so currently yielding significant savings.

· Attempting to apply lease to own financing knowledge recently gained at ORNL to reducing cost of currently leased facilities on Battelle owned land and to provide a future new facility needed at PNNL.

· The M & O, Battelle owns 240 acres of prime land adjacent to PNNL enabling AF opportunities
	· Need mechanisms to facilitate a leased-to-own approach.  If the need for a facility is long term, it will result in substantial savings over a commercial lease.  The mechanism(s) need to address:

· Minimizing risk to financing institution/investors to provide access to cost effective financing.  To reduce risk for both the contractor and financing institution need to provide assurances of obligation passing to a successor contractor and lease continuance preference for long-term lease agreements.

· Making lease-to-own cost fully allowable (i.e. including interest in lease payment).

· Need to compensate contractors for taking on risk/exposure to attain reduced lease cost beyond that normally expected under an M&O contract.  (Essentially contractor becomes a developer, which is scope outside a normal M&O contract)

· ESPC evaluation criteria and approval rules, as provided by DOE-HQ-EERE-FEMP-Departmental Energy Management Program, need to be known in advance.  Additionally, more flexible interpretation of the ESPC rules by the Department could facilitate alternative financing approaches under consideration.

	SLAC


	· User Lodging Facility – DOE leased land back to Stanford University (SU) where SU is completing a 33,000 sf / 112 rooms lodging facility.  Valued at $10M, it is due to open July 2003.  SU will operate, maintain, as well as retain ownership of the facility.

· Kavli Astrophysics & Cosmology Institute – Through donations, a 25,000 sf office and laboratory building will be completed by 2005.  The building is valued a $10M.

· Energy Savings Project – In FY02, California Energy Commission contributed $91.2K in combination with funding from FEMP to replace lighting as part of Phase I of a three-phase project.

· Other AF projects in planning include a 3,000 sf Structural Molecular Biology Center & the X-ray Lab for Advanced Materials through donations
	· Losing Oakland Service Center - will lose contacts with DOE FEMP and California Energy Commission, must then rely on Chicago Operations Office to take up the challenge for third-party financing on energy projects
· Private sector often requires up-to-date infrastructure before investing or taking over DOE utilities.  If DOE performs these upgrades, DOE might as well continue to manage the infrastructure itself.
· Insufficient profit motive, incentive or interest to developers
· Utilities would rather keep SLAC as a customer.
· Payback is too long.
· Risk to private companies/investors is too high, especially in current economy.
· Little or no State funding.
· Need a centralized DOE program to develop a DOE market for Alternative Financing.
· DOE leases SLAC land from Stanford University.  Extend/compete contract period is too short to interest alternative financing sources (i.e. utilities).  It is probably not in DOE's best interest to increase contract period.

· Supporting utilities to these AF facilities is normally the responsibility of DOE.  Funding will have to come from the already strained General Plant Projects (GPP) account.

	TJNAF


	· City of Newport News provided $200K to reroute Laboratory’s entrance to improve safety in 1990

· Commonwealth of Virginia provides $700k annually plus salaries for 13 staff at TJNAF to support DOE research and operations (Total Valued at $2M)

· Virginia Associated Research Campus (VARC) Building and Forestry Building (37,937 sf) – Commonwealth of Virginia leases this space to DOE at $1/yr. in support of DOE’s research.  Started in mid 1980’s as part of establishing TJNAF, valued at $700K annually.

· Jefferson Lab Residence Facility - $1.3M lodging facility funded by City of Newport News, Commonwealth of Virginia, and Southeastern Universities Research Association (SURA) on SURA property adjacent to TJNAF.  (Mid 1990’s)

· Free Electron Laser Facility – Commonwealth of Virginia provided $3.6M to construct a building to house a new DOE program in 1997.

· Various energy savings projects were funded by the Bonneville Power Administration (BPA) valued at approximately $3.9M to replace chillers, air condition, controls and lighting.
	· Tighter Budget – City of Newport News and Commonwealth of Virginia have been extremely supportive of TJNAF, but with tighter budgets, it is questionable if they will continue with the support at the previous levels.

· Longer Paybacks – It will be increasingly difficult to achieve a reasonable payback on future AF ventures because most of the opportunities with a reasonable payback are already in process.

· Increased Operating Costs – AF options that include paying interest and overhead on the cost of the new facilities places a heavy burden on future operating costs.  This is particularly true for expansion projects that do not have associated energy or maintenance savings from the removal of old buildings and /or inefficient systems.
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