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Fund to Reduce Energy Demand for Cities Program

program description
King County established the internal Fund to Reduce Energy Demand Program (FRED Program) in 2014 to overcome a major hurdle for county agencies trying to pursue energy and water conservation projects: securing up-front capital needed to support the initial investment. The FRED Program uses operating savings from reduced energy consumption to pay off internal loans. Projects are required to demonstrate savings, meeting county goals for fiscal responsibility. To date, King County’s internal FRED Program includes 18 completed, or in-development, projects that in total cost approximately $3.5 million and will result in approximately $500,000 in annual savings, including a number of lighting retrofits, a solar panel installation, and some plumbing improvements.   
Cities within King County’s geographic jurisdiction face similar barriers to financing energy and water conservation projects. The County is committed to expanding its internal loan program by inviting city partners to participate in a companion Fund to Reduce Energy Demand for Cities Program (FRED for Cities). Similar to County agencies, participating cities will be required to demonstrate that the projects will save resources and money. Cities will commit to repay the loan through a loan agreement. Extending the successful FRED program to city partners will help to advance progress toward the shared, countywide goal of reducing community greenhouse gas emissions by 80 percent by 2050. 
Program details
Eligibility: Any city within King County may apply for a loan from King County’s FRED for Cities Program in support of energy use and cost reduction projects or renewable energy production projects. Cities may request FRED for Cities funding for the marginal or total costs associated with increasing the energy efficiency of facilities or installing renewable energy systems. Marginal or total costs that can be supported through loans from the FRED for Cities Program are limited to the installation of capitalizable equipment. 
Cities are responsible for the development and implementation of projects, and must pledge to repay the loan regardless of project performance. 
Loan size and terms: The current maximum loan size is $1 million, with terms, limitations, and reporting covenants documented in the loan agreement. Loan term is limited to ten years.
Participating in the program is not a competitive process. The County expects to be able to provide funding for all projects that meet the criteria outlined below.
Project Eligibility Criteria: Eligible projects will demonstrate a positive financial impact and will advance carbon emission reduction goals. Threshold criteria include: 
· The project results in the reduction of net energy usage or production of renewable energy by the city.
· The incremental investment costs have a positive Net Present Value (NPV).
· The project has a payback period that is less than the life of the proposed asset.
· The city has the capacity to develop and implement the project, either with internal resources, or through contract(s) with qualified service providers, or combination. 
· The project does not create other negative environmental, financial, or workforce impacts.
· The project is politically feasible.
· The project has positive or neutral Equity and Social Justice and economic development impacts.
If a city meets the threshold criteria, it may assume FRED for Cities Program funding. However, actual award of funding is still dependent upon completion of the application materials, review of the information, and selection as a qualifying project.
Project Development Process
Identification: King County’s Energy Manager and Energy Policy and Partnerships Specialist assist cities, if needed, in scoping and identification of potential qualified projects. 
Review: After the project scope is developed, and financing amount is identified, the King County FRED for Cities team (Energy Manager, Energy Policy and Partnerships Specialist, Budget Analyst and others) will review the project details, including: 
· Project scope: detailed description of project, including equipment replacement, programs, other costs;
· Expected outcomes: project performance per the Resource Lifecycle Cost Analysis (rLCCA) model; and
· Risk and repayment cash flow.
Payment and Performance: The city will be required to provide a progress report on the project and a performance report on utility savings once the project is completed. The city may provide a utility conservation grant report as a performance report.   
King County’s Department of Natural Resources and Parks (DNRP) will collect installment payments from cities when due. DNRP will deposit those funds into a DNRP managed debt service payment fund. The King County Finance and Business Operations Division will transfer money from that fund to the centralized debt service fund in the month the payment is needed.
Fees incurred by King County for fund management and program administration will be passed on to the borrower cities to be paid semi-annually. These charges will be actual fees not to exceed .2% of the original loan balance.
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