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COMMITTEE ACTION

On August 31, the Environment and Transportation Committee approved Proposed Substitute Ordinance 2010-0152 as amended, with a “do pass” recommendation.

SUBJECT

An ordinance relating to achieving greater energy efficiency in capital improvement projects; and adding a new section to K.C.C. chapter 4.16.  
2010 COUNCIL PRIORITIES

Proposed Ordinance 2010-0152 furthers the Council’s “Environmental Sustainability” priority by encouraging energy efficiency in capital improvement projects. The proposed ordinance also furthers the Council’s “Financial Stewardship” priority by encouraging the County to seek all potential financial incentives available from utility companies. 
SUMMARY

The proposed ordinance establishes requirements for Capital Improvement Projects (“CIP”) that include at least $250,000 of costs for powered equipment to ensure that the County is considering energy efficiency options, taking advantage of financial incentives available from utility companies, and tracking the energy savings and rebates from those projects. This ordinance was heard in the Environment and Transportation Committee on May 11, 2010 at which time the Committee directed staff to prepare an amendment, responding to issues raised at that meeting.  An amendment has been prepared that expands the scope of the proposed ordinance to ensure that the County is also considering options for greenhouse gas reductions in projects where feasible.
BACKGROUND

Utility Companies Offer Financial Incentives for Energy Efficient CIP Projects 
Similar to the incentives and rebates offered to individual consumers, private and public sector utility customers can also benefit from rebates and financial incentives for projects that save energy.  For example, when installing a new heating, ventilation, and air conditioning (“HVAC”) system at a County facility, the County may qualify for rebates from a utility company if the new HVAC system meets certain energy efficiency standards. These types of financial incentives can help to offset the additional cost, if any, for selecting a more energy efficient alternative. 
The County has benefitted from such financial incentives many times.  For example, utility incentives are expected to cover 70 percent of the costs for a recent upgrade of the HVAC system at the Regional Justice Center.  Of the $1.1 million project cost, the expected rebate from Puget Sound Energy is $800,000.  This project will result in ongoing savings because the energy costs for operating the HVAC system are reduced. 

However, selecting the most energy efficient equipment is not always the most cost-effective solution if the incremental cost for achieving the additional energy savings is greater than the expected operational savings and available financial incentives. 
Under King County’s current capital improvement procedures, there are no mechanisms in place to ensure that the County is consistently: (1) doing the analysis to determine the most cost effective and energy efficient alternative, (2) seeking out financial rebates from utility companies, or (3) tracking the energy savings and rebates the county receives.
ANALYSIS

Proposed ordinance 2010-0152 is intended to encourage greater energy efficiency in CIP projects that include at least $250,000 of costs for powered equipment.  This dollar threshold was included in order to ensure that an energy efficient analysis is done on those projects that are most likely to have opportunities for achieving greater energy efficiencies.

Proposed Ordinance 2010-0152 promotes energy efficiency by requiring:

1)  The contractor
 consider options to achieve a reduction in energy usage of at least ten percent below levels that would be achieved under existing building code requirements. 
2) The contractor identify all available financial incentives from utilities.
3) A financial analysis of the incremental cost to achieve greater energy efficiency. 
4) Reporting on energy savings achieved and total incentives received.  The proposed ordinance requires the Executive to prepare written procedures outlining the methodology and process by which a project manager reports on the overall energy reduction to be achieved as a result of the projects.  The written are to be transmitted to Council by July 1, 2010.
This proposed ordinance was heard in the Environment and Transportation Committee on May 11, 2010 at which time, action was delayed in order for staff to research and address issues raised at that meeting.  A striking amendment ("striker"), sponsored by Councilmember Phillips, was heard and adopted by the Committee on August 31, 2010. 
The most significant change proposed by the striker is that the scope of the proposed ordinance is expanded to ensure that the County is also considering options for greenhouse gas reductions in projects where feasible. The striker adds references to the reduction of greenhouse gas emissions throughout the legislation.

The striker also includes the following changes:

· Provides more direction for project managers in reviewing the various options to achieve energy efficiency and greenhouse gas reductions.  Lines 89-94 establish a goal of selecting the alternative that meets the county’s operational needs and that will result in a reduction of energy usage and greenhouse gas emissions and for which the life-cycle cost analysis of the incremental project cost demonstrates that there would not be an additional cost to the County. The striker allows for an alternative to be selected even if it not meet all of these goals, but the reasons for that selection must be documented. 
· Changes to reporting requirements. The striker makes the following changes to the reporting requirements: 

1) adds a requirement that the initial reporting on the actual energy and greenhouse reduction achieved as a result of a project include a comparison with the projected reductions (See lines 102-106),
2) adds a requirement for ongoing monitoring of the project’s actual versus projected energy usage and greenhouse gas reduction for at least three years, using the County’s energy accounting software or other measurement tools as appropriate (See lines 108-110), 
3) adds a requirement that projects for which there are no reasonable alternatives available for reducing energy usage or greenhouse gas emissions also need to be identified (See lines 114-118), and 

4) adds language clarifying that a summary of the reporting and monitoring results be transmitted to Council (See lines 118-119). 
The intent of these changes in reporting requirements is to provide some specificity in the type of data that is collected, while also providing the Executive flexibility to develop the reporting process and schedule. The striker also includes the flexibility to structure the ongoing monitoring efforts based on the size and complexity of the project. 
· Clarifies which CIP projects are affected.  The striker clarifies that the required energy analysis only applies to those projects for which there are reasonable alternatives available for reducing energy usage by at least 10 percent and reducing greenhouse gas emissions. This change was made to ensure that resources will not be spent on the required analysis if there are no reasonable options available.  (See lines 53-56)  
· Language changes throughout the ordinance in order to clarify intent and make it consistent with commonly used terminology and practices for this issue.
The striking amendment is supported by the Executive, Seattle Steam, Puget Sound Energy and Seattle City Light.  The striking amendment has also been reviewed by the Prosecuting Attorney’s Office.
Fiscal Impact

Executive staff have noted that although Proposed Ordinance 2010-0152 may result in higher up-front costs for energy efficiency analyses and equipment purchase, it is anticipated that savings due to energy efficiency over the long run will result in a net positive financial benefit to the County.  The ordinance also includes a provision for the use of life cycle cost analysis to ensure that the County will not incur increased costs over the life of the project when energy efficiency and any applicable rebates are factored in. 
� In this case the contractor refers to that entity which will be providing the design for the construction project.  
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