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Metropolitan King County Council

Utilities Committee

STAFF REPORT

	Agenda Item:
	
	Name:
	Peggy Dorothy

	Proposed No.:
	2003-0170
	Date:
	May 20, 2003

	Attending:
	Kevin Owens, Energy Manager, King County Department of Natural Resources and Parks


SUBJECT: A MOTION establishing policy direction for leveraging the energy potential of King County’s asset base and waste streams to increase revenues, reduce operating costs and capture untapped energy resources from the county’s waste streams in an environmentally conscious manner.
SUMMARY:  Proposed Motion 2003-0170 would establish policy for the Department of Natural Resources and Parks directing the department to work proactively to develop “green” energy resources (resources that have benefits for the environment), improve energy self-sufficiency, and decrease the department’s reliance on energy purchased from an unpredictable and volatile electricity market.  
On April 8th, the Utilities Committee was briefed on the impact of the local, regional and national energy situation on the Department of Natural Resources and Parks operating expenses.  The committee heard about financial pressures at Bonneville Power Administration, Puget Sound Energy and Seattle City Light that are anticipated to lead to higher electricity prices in the future.  The committee heard about new market management strategies that may be imposed by the federal regulatory agencies and the potential impact on the county’s energy costs.

On April 22nd, the Committee considered Proposed Motion 2003-0170, a motion to establish energy policies for the Department of Natural Resources and Parks.  Proposed Motion 2003-0170 would direct the department to work proactively to develop “green” energy resources (resources that have benefits for the environment), improve energy self-sufficiency, and decrease the department’s reliance on energy purchased from an unpredictable and volatile electricity market.  The chair of the committee held the motion until this meeting to allow committee members a chance to review and consider any amendments to the motion.

Amendment 1:  There is an amendment proposed for committee consideration which would provide direction concerning the potential costs and benefits of programs and projects that would implement the energy policy. The amendment was not finalized at the time the staff report was completed, so it will be distributed at the Utilities Committee meeting.

The Proposed Motion has no reference to the costs of the projects and programs that the department would undertake to implement the energy policies.  Amendment 1 would require that these types of programs and projects provide a documented net benefit to ratepayers, and would require the department to provide a written financial evaluation of the projects it would undertake.  Benefits could include:

· environmental benefits; 
· benefits to public health; 
· improved public safety;

· operational efficiencies; 
· improved utilization of waste materials that the county is required to manage;

· development of a renewable resource; and 

· protection of the county from unpredictable and volatile market events.

BACKGROUND:  The Department of Natural Resources and Parks is the largest consumer of electrical energy in the county.  This is mostly because of the large energy needs of the Wastewater Treatment Division, particularly at the county’s two wastewater treatment plants.  In 2002, the DNPR agencies consumed 56% of the county’s electricity needs.  WTD alone consumed 49% of the county’s total electricity.  The DNRP estimates the energy consumption for 2003 will be similar to 2002, anticipating a less than 5% increase in energy costs.

Brief History
In the northwest, electricity generation is done mostly by hydroelectric plants, with the balance done by natural gas, coal, nuclear and renewable resources.  Bulk transmission through high voltage conductors is predominantly provided in the northwest by the Bonneville Power Administration.  Distribution is provided at the retail level by utilities such as Seattle City Light and Puget Sound Energy.  

King County is primarily a retail customer served by Seattle City Light and Puget Sound Energy.  In 2000 and 2001, a “perfect storm” in the West Coast energy markets caused the county to reconsider this role.  Deregulation of the power industry in California opened the way for market manipulation of price and supply that impacted the entire West Coast.  In addition, severe weather in California and Washington resulted in higher demand and further reductions in power supply to meet the unusual demand.  The problems created by the energy market manipulation and the drought in 2001 combined to throw the market into disarray and to create very volatile and expensive energy prices.

The county reexamined its role as an energy customer and began to look for ways to be proactive with regard to the prices it pays and where it receives its energy supply.  The DNRP in particular took steps to become more self-reliant in meeting its energy needs.  The Department began to evaluate energy sources utilizing untapped departmental assets and waste streams to decrease its reliance on the marketplace.

Proposed Motion 2003-0170

The Department of Natural Resources and Parks has been working on a strategic energy initiative since the energy crises of 2000-2001.  The energy goals of this initiative are:

1. To transition from a passive buyer of energy to a serving utility;

2. To be proactive and energy self-reliant;

3. To isolate county operations from the volatility and unpredictability of external energy markets; and 

4. To build a solid foundation for continued affordable municipal services.

To complete this energy initiative, the executive transmitted for council approval Proposed Motion 2003-0170 establishing policy direction and priorities for use, purchase and generation of energy by the Department of Natural Resources and Parks.  
Proposed Motion 2003-0170 contains six major statements of policy direction for the Department of Natural Resources and Parks:

A. King County is directed to promote and expedite projects and operation initiatives at DNRP that leverage the energy potential of its asset base and waste streams to increase revenues, reduce costs and capture the value of untapped energy resources in an environmentally responsible way.  

B. The county will insure stable, predictable and affordable municipal services through a heightened degree of energy self-sufficiency.

C. The county will leverage the energy value of methane gas to provide a cost-effective source of either electricity or natural gas.

D. DNRP shall evaluate agricultural and livestock waste streams for the potential to extract energy value.

E. The county shall participate on the local, regional and national levels with regulatory agencies, governments, utilities, trade allies and suppliers to manage the county’s energy use, supply and generation.

F. The DNRP will adopt sustainable design and development to incorporate concepts that minimize long-term impacts to the environment.  The DNRP intends to use the “Leadership in Energy and Environmental Design Rating System” to rate the sustainable performance of King County’s buildings and to guide project design.
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