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STAFF REPORT
SUBJECT:
This ordinance would appropriate $6.4 million to various operating and capital funds for the implementation of a series of energy saving capital projects and operating programs.
SUMMARY
The proposed ordinance would appropriate a net of $6.4 million, including about $407,000 (backed by Energy Efficiency and Conservation Block Grant funding) in operating programs that promote energy efficiency and conservation, and a net of nearly $6 million in capital projects at the Earlington Building, the Regional Justice Center, and Harborview Medical Center.  The capital projects are anticipated to yield annual energy savings totaling $570,700 as well as one-time revenues of about $550,000 from Puget Sound Energy rebates.
This motion relates to the Council’s Financial Stewardship priority, per Motion 13202.
ANALYSIS
Operating Budget Appropriations





     $407,296
Background:

In 2009, King County was awarded $6.1 million in grants through the Energy Efficiency and Conservation Block Grant (EECBG) program.  Of this total, $5.6 million was appropriated in late 2009.  The remaining grant authority is divided among five projects, with about $407,300 in appropriation authority being requested for 2010 via this appropriation ordinance.  The $407,000 request is backed not only by EECBG funds, but also $30,000 in funding from the City of Seattle and $30,000 from the Puget Sound Clean Air Agency.  The Executive’s transmittal letter indicates that the remaining $110,000 in EECBG funds will be proposed in the 2011 budget process.

The five projects proposed for funding, as shown in Table 1 below, were approved by the U.S. Department of Energy.  

	Table 1

2010 and Planned 2011 Appropriation Requests for EECBG Projects

	
	2010
	2011
	Total

	Localize Sustainable Social Media Program
Develop interactive website to guide individual practices to reduce emissions/conserve energy – e.g., calculate energy use reductions related to food choices, transportation mode choices, etc.
	$30,000
	$30,000
	$60,000

	Energy Technical Professional Training Program
Place up to 5 trainees in King County workplaces and provide training on energy auditing, billing analysis, etc.
	$32,296
	$80,488
	$112,784

	Community Greenhouse Gas Emissions Inventory

Hire a consultant team to update King County’s geographic greenhouse gas emissions inventory and estimate pollution associated with all goods/services used in King County.  (Collaborative effort with City of Seattle and Puget Sound Clean Air Agency.)
	$130,000
	$0
	$130,000

	Green Schools Program

Expand existing King County program by increasing number of schools assisted in implementing conservation practices, provide additional recycling containers and signs, and track savings from reduced energy and paper consumption, etc.
	$125,000
	$0
	$125,000

	New Energy Solutions Consortium Seed Funding
Coordinate Puget Sound New Energy Solutions consortium’s clean mobility and energy efficiency efforts.  Provide technical analysis of transit-oriented developments, electric vehicles and other clean mobility efforts.
	$90,000
	$0
	$90,000

	Total
	$407,296
	$110,488
	$517,784


The Localize Sustainable Social Media Program and Energy Technical Professional Training Program would be housed in the Department of Natural Resources and Parks Director’s Office, the Community Greenhouse Gas Emissions and Green Schools programs would be in Solid Waste, and the New Energy Solutions Consortium coordination project would be in the Department of Transportation’s Director’s Office.

Capital Project Appropriations 
$5,991,530
Background:

In 2006, Facilities Management Division (FMD) began working with the state Department of General Administration’s energy services performance contracting program, which seeks to promote energy efficiency projects by contractually guaranteeing savings for local jurisdictions.  Under this model, an energy services company (ESCO) approved by the state is selected to conduct an investment-grade energy audit, design, construction and commissioning.  The ESCO is the single point of accountability through all phases.

FMD conducted a competitive process among participants in the state program and ultimately selected McKinstry Essention to conduct a series of energy audits of county facilities.  The model also calls for the local jurisdiction using the state program to pay fees to the state for state monitoring/oversight.
Harborview Medical Center Energy Projects




   $677,331
Scope:  This appropriation supports energy projects at Harborview Medical Center, including upgrading automated building control systems, chillers, air handling unit systems, and steam traps.  
Schedule:  The project would take approximately 9 months and is anticipated to be completed in 2011.
Budget:  McKinstry’s proposal estimates the total project cost at $660,811 and sets a guaranteed maximum construction cost of $577,686.  The appropriation proposed by the Executive for this project is $677,331, including county FMD project management costs of about $16,500.  
The energy performance improvements are anticipated to yield annual energy savings of $154,713.  The energy performance will be guaranteed by McKinstry as long as the county opts to pay annual monitoring and verification fees (about $7,900).  The Facilities Management Division anticipates maintaining the guarantee for 3 years.  
Environmental Benefits:  The proposal indicates that the reduction in carbon dioxide emissions from implementing these improvements would be equivalent to removing 121 cars from the road or planting 248 acres of trees.  

Regional Justice Center Energy Projects




    $986,036
Scope:  This project combines a number of smaller existing mechanical and electrical projects at the RJC into a larger package of RJC projects, also using the performance contracting delivery method.  The new projects are referred to as Phase 2 and Phase 3.
Schedule:  The proposal indicates that the entire project can be completed within 6 months, so this project could be completed either late 2010 or early 2011.
Budget:  The total cost for Phase 2 and Phase 3 is proposed at $1,825,874 by McKinstry, including a guaranteed maximum of $1,774,154 in construction costs.  The total cost including county internal costs is $2,010,728 – the county internal costs include costs for Department of Adult and Juvenile Detention escorts, FMD project management and overhead.  Although the total cost is $2.0 million, the net appropriation is only $986,036 after disappropriations for existing projects that would be consolidated.
The utility rebate from Puget Sound Energy is estimated at $554,046 and annual energy savings are expected to be $327,807.  
Environmental Benefits:  The proposal indicates that the reduction in carbon dioxide emissions from implementing these improvements would be equivalent to removing 310 cars from the road or planting 633 acres of trees.  
Earlington Roof and HVAC





    
$4,328,163
Scope:  Appropriations to Major Maintenance Reserve Fund (3421) and the Building Repair & Replacement Fund (3941) are proposed to support a roof and HVAC project at the Earlington Building.  The project includes removal of the existing water source heat pumps inside the building and installation of rooftop units to provide HVAC for the building, as well as a new centralized control system.  The existing non-insulated roof will be replaced with a new insulated roof.  (Note:  Approximately $3 million to support this project is included in a bond request currently before the committee, Proposed Ordinance 2010-0402.)
Schedule:   This project has a short timeframe for completion because construction must be scheduled to accommodate the 2011 elections cycle.  Currently, Elections is operating on a month-to-month basis at the King County International Airport at a lease cost of $91,000 per month.  The project was initially anticipated to be approved in late July with completion in May 2011, allowing Elections to return to Earlington in June 2011, so the project is likely to be behind that schedule by one month if approved by Council in August.  

Budget:  The McKinstry proposal states that the final project cost is estimated at $4,062,759, with a maximum construction cost of $3,662,538.  Note that McKinstry guarantees the construction cost will not exceed this amount.  The overall appropriation for the Earlington project is $4,328,163.  

The $265,000 difference between McKinstry’s proposed cost of $4.1 million and FMD’s appropriation request of $4.3 million includes internal county staffing costs and contingencies.  Facilities Management Division indicates that it included a contingency of more than 5 percent ($202,986) on the guaranteed maximum construction cost for unforeseen circumstances that may arise during the project.
· Policy Option:  Council may wish to amend the proposed ordinance to remove this contingency, as McKinstry’s proposed cost also included a contingency to cover any additional construction costs.  Note that the other projects in this appropriation request do not include any additional contingency on the guaranteed construction cost. 

McKinstry estimates annual energy savings of $88,521 based on the guaranteed performance improvements.  The Executive anticipates paying the monitoring and verification fees ($8,200) for one year, in which case the performance guarantee would extend for only one year.  McKinstry estimates the county would receive a one-time energy rebate of $200,000 from Puget Sound Energy.  

Note that the annual energy savings ($88,521) are low relative to the other ESCO projects being proposed and compared to the total capital cost including internal county costs ($4.3 million).  FMD provided a net present value analysis that shows that the project has essentially a neutral cost-benefit ratio – in other words, the project is “a wash” comparing costs to benefits.  However, the need to replace the roof and the tight timeframe for moving Elections back into the building appear to support moving forward with the project as planned.  

· Policy Option:  Given that the ESCO performance contracting model does entail reduced competition, the Committee may wish to request that FMD develop criteria for when it is appropriate to use this model.  The Budget Leadership Team may wish to consider placing a proviso on FMD’s 2011 budget requesting a report on these criteria.
Environmental Benefits: The proposal indicates that the reduction in carbon dioxide emissions from implementing these improvements would be equivalent to removing 66 cars from the road or planting 136 acres of trees.  
STRIKING AMENDMENT

Council staff has prepared a striking and title amendment in the event the committee wishes to remove $202,986 in contingency for the Earlington project.
REASONABLENESS
Pending the committee’s decisions on removing contingency from the Earlington project as reflected in the amendments discussed above, it would be a reasonable and prudent business decision for the committee to take action on Proposed Ordinance 2010-0409.  Given the timeframe for completing the Earlington project, the Chair may wish to expedite this item to the Council’s August 23rd meeting.
ATTACHMENTS
1. Proposed Ordinance 2010-0409
2. Transmittal Letter, dated July 14, 2010
3. S1, Striking Amendment

4. T1, Title Amendment

INVITED
· Dwight Dively, Director, Office of Management and Budget

· Sid Bender, CIP Budget Supervisor, OMB
· Bobbie Faucette, Budget Analyst, OMB

· Glenn Evans, Capital Planning and Development Manager, Facilities Management Division
· Stephen Swinburne, Project Manager, Facilities Management Division
· Maureen Thomas, Project Manager, Facilities Management Division
· John Willenbacher, Energy Manager, Facilities Management Division
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