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CHAPTER 12

IDENTIFICATION, RETENTION, AND USE OF
ENERGY CONSERVATION SAVINGS

1201 OVERVIEW

120101. Purpose. This chapter prescribedinancial management policy and
procedures for the identification, retention, and reuse of energy cost savings as defined in Title 10,
United States Code, section 286tnd PublicLaw 100-456 (FY 1989 NationaDefense
Authorization Act), section 736, as amended (Title 42, United States Code, section 8287 note).

120102. General

A. Appropriated fundghat remain available athe end of the currerftscal
year as a result of energyost savings realized byhe Department oDefenseshall remain
availablefor obligation duringthe following fiscal year tothe extent, and for purposes, provided
by 10 U.S.C. 2865. The purpose thfs extendedavailability is to fund engy conservation
efforts, andother measures specified paragraphs 120401.A. agl, below, from energyost
savings accrued during the previous fiscal year.

B. Energy Savings Performan@Gontracts (ESPC) agefined by Public Law
100-456, section 736, ammended, providethat energy cossavings realized byhe Military
Departments during thérst 5 years of arESPC shall remain availabldéor obligation until
expended. The purpose thiis extendedavailability is to fund energgonservation efforts, and
other measures specified paragraph 120402.A., below, frooost savingsaccrued during the
first 5 years of an ESPC.

1202 RESPONSIBILITIES

120201. The Secretary Bfefense has overall responsibilityr the management of
provisions of 10 U.S.C. 2865 and Public Law 100-456, section 736, as amended.

120202. Secretaries of thhilitary Departments and Directors of Defesgencies
(hereafter referred to as “Component Headshall approve and authorizéunding for
conservation measures, as described in paragraph 120501.A., below, and determapornd
energy cost savings as described in paragraph 120402.C., below.

120203. The Under Secretary Defense (Comptrollerghall, inconsultation with
the General Counsel arttie InspectotGeneral othe Department of Defensieplement policies
and procedures for thedministrativecontrol offunds applicable tohe extendedwvailability for
obligations associated with energgst savingsauthorized by 10 U.S.C. 286thd Public Law
100-456, section 736, as amended.
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120204. The Deputy Under Secretary dfefense (Industrial Affairs and
Installations) Office of the Under Secretary ddefense (Acquisition and Technologghall issue
policies and procedures to:

A. Identify energy conservation prajs suitabldor implementation as
described in paragraph 120401.A., below.

B. Reportamounts of energgostsavings, as described in paragraph
120402.C., below.

120205. The DirectorDefense Finance and Accounting Servisieall provide
manual orautomatedsystems toaccount for andeport on, the extendeavailability of funds
authorized by 10 U.S.C. 2865 and Public Law 100-456, section 736, as amended.

120206. InstallationCommanders shaknsure that energgost savings amounts
carried over into extendeazailability accounts aradministered in accordance withe guidance
provided in subparagraph 120501.A.2. or paragraph 120502.A., below, as applicable.

1203 DEFINITIONS Thefollowing definitions applywith respect to thedentification,
retention and use of energy conservation cost savings:

120301. Extendedvailability. An additional period o&vailability for obligation of
the unobligatedbalances obppropriated fundgast thefiscal year by which suclappropriations
otherwise would have expired. The lengthled period of extendealvailability isdetermined by
the applicable statutory provision:

A. Under 10 U.S.C. 2865nobligated balances #te end of a current
fiscal year as a result of energgstsavings realizedshall remain availabléor obligation for the
following fiscal year in which the funds were appropriated.

B. UnderPublic Law 100-456, section 736, asnended, energgost
savings realized durinthe first 5 years of arESPCshall remain availabléor obligations util
expended.

120302. Extendedwvailability Account. An accounestablished athe installation
level for each appropriation fowhich energycost savings have been identified, andwhich
unobligated balances resulting from such energy cost savings, or a portion thereof, are transferred.
The transfesshall bedocumented on an SF 1151 (Nonexpenditure Transfer Authorization). The
authority to be citedhallbe, asapplicable, 10J.S.C. 2865 oPublicLaw 100-456, section 736,
as amended.

120303. EnergyCost Savings. There ate/o definitions of energycost savings,
determined by the applicable statutory provisions:
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A. Under 10 U.S.C. 2865, energgstsavingsare defined as aeduction
in the cost ofenergy from a baselineost, determined by metering, if available, or by
professionally acceptable engineering models and estimates.

B. UnderPublic Law 100-456, section 736, asnended, energgost
savingsare defined as aeduction in thecost of energy from @asecost establishedhrough a
methodology set forth in an ESP@jlized in an existingdoD-ownedbuilding or facility as a
result of (1) thdease or purchase of operating equipment, improvements, atteeedtion and
maintenance, or technical services{@y theincreased efficientise ofexisting energyources by
cogeneration or heat recovery.

120304. Energysavings Performandgontract (ESPC). An ESPC defined as a
contracting procedure Wwhich aprivatecontractorevaluates, designs, finances, acquirestalls
and maintains energy saving equipminta DoD Componen&nd receives compensation based
on the performance dhat equipmentover an extended period tifne (not to exceed 25 years,
includingoptions). The contract ternsball establish guaranteedavingsamount and determine
thelevel of compensation to be paidde contractorwith theremainder othe savings retained by
the Department of Defense, to b#lized andaccounted for in accordance with the procedures
set forth in paragraphs 120402.A. and 120601.B., below.

120305. Guaranteed Savings. Ismmimum energysavingsamount, established by
the terms of an ESP@nd realized byhe performance of contractor-installed, enesgying
equipmenbver an extended period time. Guaranteedavingsaredivided between an amount
to be paid the contractor, and an amount to be retained by the government, in accordance with the
terms of an ESPC.

1204 PURPOSES FOR WHICH UNOBLIGATED BALANCES RESULTINGROM
ENERGY CONSERVATION MEASURES ARE AUTHORIZED.

120401. “Energy Savings at Military InstallationgTitle 10, U.S.C., section 2865).
Providesthat two-thirds of the portion of thiendsappropriated to the Department Défense
for afiscal yearthat isequal to the amount of energgstsavings realized bthe Department,
shall be extendedbr obligation inthe following fiscal year, in accordance with tretatutory
guidelines described in paragraphs 120401.A. and B., below. Those guidelines identify individuals
who may designate the use of unobligatealances resulting from energgst savings and the
purposes fowhich suchamountsmay beused. Theremainingone-third of the energgost
savingswill not beextended, and thus witlot beavailablefor obligation inthe following fiscal
year.

A. The Department’s implementation of this section requimas one-third of
the amount oenergycostsavings resulting from energy conservation meadueesone-half of
the two-thirds amourawvailable tothe Department under 10 U.S.C. 2865) will be uselg for
specificpurposes. Such purposes aranmplement additional energyonservation measures at
Department of Defendauildings, facilities or installationsThese measures will be designated by
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the cognizant Component Heant,delegated authority (hereafter referred to as “designee”). The
Office of the DeputyUnder Secretary of Defense (Industrdfairs and Installationsyhall issue
guidance for the purposes of identifyiegergy conservation projects.

B. Additionally, as determined iyhe commander of amilitary installation at
which the energy cost savings were realized, the remaining one-third of these savings shall be used
only for:

1. Improvements to existing military family housing units;

2. Any unspecified minor castruction project that wilenhance the
quality of life of personnel; or

3. Any morale, welfare, or recreation facility or service.

C. Energy cost savings amounts irparagraph 120401, abovehall be
transferred to extendeavailability accounts for execution. Accounting for amounts in these
accountsshall be established #te level that facilitatesthe use of the account and provides the
appropriate control and oversight (normally at the installation level).

D. An extended availabilitgpccountshall be establisheldr each appropriation
for which energyconservation savings, as defined by U(5.C. 2865, have beadentified.
Transfers to an extendedailability accountshall bemade using an SF 1151 (Nonexpenditure
Transfer Authorization). Reprogramming actions will not be required.

120402. “Energy Efficiency Incentive” (Public Law100-456, section 736, as
amended). Establishédse purposes fowhich energycostsavings realized by means of BBPC
may beused. These purposes will be determined atnitiéary installation level, within the
guidelines discussed below.

A. Specifically, energyostsavings realized in each tfe first 5 years under
an ESPC may be used as follows:

1. One-half of the amount of such energy cost savimgsbeused for
the acquisition of anyappropriate energy conserving measureniditary installations, including
measures directly not related to the contract that yielded the savings.

2. One-half of the amount of such energy cost savings may be used for
any morale, welfare, or recreatidacility or servicethat normally isprovided with appropriated
funds, or for any minor military construction project funds (as defined in 10 U.S.C. 286%&)lithat
enhance the quality of life of members of the Armed Forces at the military installation at which the
energy cost savings were realized
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B. The portion of the guarantesdvingsdue to the contractor fggayment
shall be included ithe utility requirements submitted gsrt of budget requests for tlength of
the ESPC. The entire amount of guarantsedngs providedor in an ESP(including amounts
for contractpayments and amounts to be retainedhsyinstallation) shall be included in total
utility requirements submitted @srt of theinstallationbudget requests for thiest 5 years of the
ESPC. This conforms withthe intent ofPublic Law 100-456, section 736, asnendedwhich
provides incentive$or energy conservation efforts at thelitary installation level. Under no
circumstancesshall the total of the budget request amounts exceed what would deeare
requested in the absence of an ESPC

C. Not more than 90 dayafter the end of each of thest 5 years, during
which energy savings measures have beaperation under a contract, entered into under an
ESPC, the Component Head concernedjesigneeshall determinethe amount of emgy cost
savings realizedinder the terms of the ESPdliring that year, attributed to energyavings
measures acquired and installed at that installgtimeuant to that ESPCThese savingshall be
reported in accordanoeith guidance issued bthe Office of the Deputy Under Secretary of
Defense (Industrial Affairs and Installations).

D. An extended availability @ountshall be establisheldr each appropriation
for which energyconservation savings have been determureter paragraph 120402.C., above.
Transfers to an extendewtailability accountshall bemade by using an SF 1151 (Nonexpenditure
Transfer Authorization). Reprogramming actions will not be required.

E. Once verified as described paragraph 120402.C., above, eneopst
savings amountshall betransferred to the extendedailability accounts(defined below) for
execution purposes. Accounting for amounts in these accshallsbe established #te level
that facilitates the use of the account, and provides the appropriate control and oversight
(normally at the installation level).

1205 CARRYOVER OF UNOBLIGATED BALANCES RESULTING FROM ENERGY
CONSERVATION MEASURES

120501. “Energy Savings at Military InstallationgTitle 10, U.S.C., section 2865).
As stated in paragraph 120401.A., above, dpplicable Component Head or designeshall
approve additional energy conservation meadreg funded by one-third of energgstsavings
resulting fromthe original energy conservatianeasure(s).Similarly, the installation commander
determinesthe use of the other one-third of the eneoggt savingsfor use as described in
paragraph 120401.B., above. Energy conservation cost savings carryover procedures follow:

A. Procedures

1. Component Head or Designee. The Component Healgsamnee,
shallreceive and evaluate savings measures submitted by installation commanders, and authorize
funding for those other energsavings measures #s& Component Headeemsappropriate, to
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comply with the provisions in subsection 120401, above. The Component Head, or designee, also
shallensure that procedures astablished to provideufficient time tocompute the energy cost
savings, and earmadppropriate unobligated amounts to carry over tddhewing fiscal year.

A Component Headnay delegate theesponsibilitiesor approval of energgavings measures.
Delegations of authority are matters of personal discretidhey shall beexercised by the
appropriate Component Head, and aslinother matters p@ining to the operations of the
Department of Defense, to the authority, direction, and control of the Secreeyjeoke or the
Secretary's designee.

2. Installation Commander. Installation commanders, or their
designeesshall ensure that energgost savings amounts thatre carried over to futuriscal
years, are authorized to be usedy for funding energyconservationnitiatives approved by the
Component Head, or designee, or dther purposespecified inparagraph 120401.B., above.
Installation commanders also shall:

a. Ensure the retention of unobligateithd balances available
at the end of the normal period of appropriatamailability, that are the direct result ehergy
conservation measures. Funds to be carried forward tioltitving fiscal yearsshall bebased
on the most curreratvailableconsumptiordataand represent actual unobligatadds anchot be
based on estimates.

b. Ensure that thanobligated energgostsavings balances at
year-end are carried forward into tHellowing fiscal year, and designate theriginal
appropriation as an extended availability account (see paragraph 120601.A., below).

C. Submit tothe Component Head, alesignee proposed
energy savingprojects for agiven fiscalyearthat are projected to costore than the amount of
funds available to the Commander for that purpose.

d. Implement additional energy conservatiomitiatives
approved by the Component Heau, designee, andther projects aspecified inparagraph
120401.B., above.

120502. “Energy Efficiency Incentive” (Public Law100-456, section 736, as
amended). Astated insubsection 120402, above, unobligabedances, carried forward into
subsequertiscal years aghe result of an ESP@prmally will be administerednd accounted for
at the installation level.

A. Installation commanders, or their designedsll ensure that energyost
savings amounts that are carried forward to subsedfjsegityearsare useanly for the purposes
specified in paragraph 120402.A., above. Installation commanders also shall:

1. Ensure the retention of unobligated approprialialances existing
at the end of the normal period of appropriatamailability, that are the direct result ehergy
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conservation measures. Funds to be carried forward to subsésgcaearsshall bebased on
the most currendvailableconsumptiordataand represent actual unobligafedds andshall not
be based on estimates.

2. Ensure thatinobligated energgost savings balances at year-end
are carried forward into thiellowing fiscal year, and designate tlogiginal appropriation as an
extended availability account (see subparagraph 120601.B., below).

1206 ACCOUNTING FOR ENERGY COST SAVINGS

120601. Energgostsavings amountsThe savings amounts resulting from energy
conservation measures as described in subsections 120401 or 120402, abppl;adde shall
be obligated and recorded against exteralealability accountswhich may beretained into the
following fiscal year(s) in accordance with one of the following procedures, as applicable:

A. In the case otostsavings amounts realized accordance with 10.S.C.
2865, thelesser of(1) two-thirds of theidentified energycost savings or(2) actual (versus
estimated) unobligated fundse to be transferred to an extendaailability account on an
SF 1151 (Nonexpenditure Transfer Authorization), and propedsgled(e.g. FY 1996/1997 for a
FY 1996 account). The authority to be cited for the transfer is 10 U.S.C. 2865. No further
adjustmentshall bemade tothe amounts carried forward once theance is established in the
extended availability account.

B. In the case otost savings amounts realizathder an ESPC, once the
savingsare verified andapproved by the cognizant Component Headasignee (see paragraph
120402.C., above), that amowghiall betransferred to an extendegtailability account on an SF
1151 (Nonexpenditure Transfer Authorization), and propkatheled(e.g., FY 1996/1997 for a
FY 1996 account; FY 1996/1998 for a FY 1996 account in the second year, etc.

. The authority to be cited for the transfer is Public Law 100-456, section 736, as amended.

120602. Refunds or Rebates. Refunds or rebates paid lylitg company as a
result of completion of a utility-approved conservation actigpically a facility project) shall be
credited to thesameaccount fromwhich the conservation actioariginally was funded. Such
amountsmay be extendedor obligation in subsequent year(s), subjectthhe provisions of
subsections 120401 or 120402, above, as applicable.

120603. Cancellation of Appropriation

A. Extended availability accounts established under paragfi&{i##01.D. and
120402.D., aboveshall remain availabl®r expenditure (i.eljquidation of obligationsjor up to
a total of 5 years following the year in which the fuedbker:
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1. Expired for obligatiorpurposes at the end of tlyear of extended
availability, in the case of funds authorized in accordance with 10 U.S.C. 2865; or,

2. Were expended, e case ofunds extended undéne provisions
of Public Law 100-456, section 736, as amended.

B. Under no circumstanceshall funds, extended under 10.S.C. 2865,
remain availabléor expenditure beyonthe end of thesixth year followingthe year in which the
funds would have expired, halde period ofavailability not beerextended. (Foexample, if an
O&M appropriationnormally would expire atthe end of FY 1996, the extendestailability
accountnormallywould expire athe end of FY 1997. Thextended availabilitaccountwould
be availabldor expendituresintil the end of FY 2002, athich time any remainingbligated and
unobligated balances would be canceled.)

C. In order to account properly for such amounts, and egsuanpliance with
future cancellationdates, obligations of extendedvailability funds must beaccounted for
separately from obligations otherfunds,as described in paragraphs 120401.D and 120402.D.,
above.

1207 REPORTING REQUIREMENTS THellowing reporting requirementshall beused to
report the status of extended availability accounts:

120701. Acct Rpt (M) 1002. Special procedures have beeestablished for
reporting extendedvailability obligated and unobligated balances tbe Acct Rpt (M) 1002
(Appropriation Status by Fiscal Year Progrand Subaccounts). These procedures are as
follows:

A. Normal Availability Obligated and Unobligated Balances. Identify and
report as normal.

B. ExtendedAvailability Unobligated Balance. Identify, in column(iTotal
Unobligated Balance), unobligated extendagiilability amounts resulting from energgost
savings at the end of tm®rmalavailability period (e.g., FY 199X/199X+1 or FY 199X/199X+2,
+3, and so ondvailableunobligated amount@hat is,FY 1996/1997, FY 1996/1998&fc., for the
FY 1996 account). The stub enskall identifythe unobligated extendexvailability amount as
“Extended Availability - Energy Cost Savings.” The amount reported shall agree with the amount
reported orine 9.A.1. of the SF 13%ormerly DD Form1176),“Report on Budget Execution”
(see subsection 120702, below).

C. Extended Availability Obligated Balance. Identify, in column e, obligations
incurred against the extendadailability account. The stub entshall identifythose obligations
as to the purpose fowhich the obligations were incurred. Those purposes dEnergy
Conservation Measures” and “Other Purposestiefned in subsection$20401 and 120402,
above. In the case @linds extended under 10.S.C. 2865unobligated amountemaining at
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the end of the extendealailability period, expire for new obligations. the case of funds
extended undePublic Law 100-456, section 736, ammended, funds remaiavailable for
obligation until expendedThe reporting categories for the extendedilability accounts are to
be continued for all applicable fiscal years.

120702. SF 133 (Report on Buddgetecution). At the end of thigrst fiscal year,
useline 9.A.1, “Balance CurrenthAvailable” onthe SF 133, tadentify the amount ogwvailable
unobligated funds that are available for energy savings investfoerdtherauthorizedourposes)
in the following fiscal year(s).

120703. Acct Rpt (TEM) 2108.Transactions reported on the Adept (TFM)
2108 (Year-EndClosing Statement) will be treated in theame manner as a multi-year
appropriation.
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