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SUBJECT

Proposed Ordinance 2018-0229 would authorize the Executive to enter into an interlocal cooperation agreement with the state of Washington to provide energy and utility conservation project management services.  The agreement is intended to improve the efficiency for King County agencies seeking to contract with Energy Service Companies (ESCOs).

SUMMARY

Under Proposed Ordinance 2018-0229, King County would enter into an agreement with the state of Washington in order to enable County agencies to use ESCOs from a list of companies already qualified by the state Department of Enterprise Services Energy Program to complete energy efficiency projects.  The County would compensate the state for project management services based on a schedule contained in the agreement – for example, the project management fee for a project with a total value of less than $20,000 would be $2,000, while the fee for a project with a value of more than $5 million but less than $6 million would be $66,000.[footnoteRef:1]    [1:  The project management fee would range from 1.1 percent to 10 percent of the total project value with lower percentage fees for higher cost projects and higher percentage fees for lower cost projects.  The agreement also specifies termination fees for projects that do not proceed and fees for measurement and verification services.] 


According to Executive staff, the County would benefit from the state's pre-screening of firms, assistance with managing the contractor, and minimal lead time needed to establish a project.  The agreement would extend through December 31, 2023.  This is the Committee’s first discussion of this legislation and staff analysis is ongoing.

BACKGROUND 

In 2015, the Council approved the King County Strategic Climate Action Plan (SCAP)[footnoteRef:2], which set countywide goals of reducing greenhouse gas emissions and establishing goals and strategies, including goals and strategies related to County building and facilities energy use.  The plan called for County agencies to "identify and implement cost effective energy efficiency projects in existing buildings and new construction projects."   [2:  Motion 14449] 


Revised Code of Washington (RCW) 39.35A authorizes municipalities to procure services under performance-based contracts for water conservation, solid waste reduction, or energy equipment and services, and to negotiate a contract with the firm that submits the best proposal.  Performance-based contracts are contracts for which the payment obligation under the contract is set as a percentage of energy, water or solid waste cost savings attributable to the contract or guaranteed by the entity to be less than the cost savings.  

According to Executive staff, the proposed legislation would enable the County to enter into an agreement with the state under RCW chapter 39.34 (the Interlocal Cooperation Act) by which the state would act as the County’s project manager on specified energy savings projects.  Under the agreement, the County would give the state authority to execute contracts, on behalf of the County, with ESCOs selected by the County.   

ANALYSIS

Proposed Ordinance 2018-0229 would authorize the Executive to enter into an interlocal agreement with the state Energy Program.  The County would compensate the state for project management services based on a schedule contained in the agreement – for example, the project management fee for a project with a total value of less than $20,000 would be $2,000, while the fee for a project with a value of more than $5 million but less than $6 million would be $66,000.[footnoteRef:3]    [3:  The project management fee would range from 1.1 percent to 10 percent of the total project value with lower percentage fees for higher cost projects and higher percentage fees for lower cost projects.  The agreement also specifies termination fees for projects that do not proceed and fees for measurement and verification services.] 


According to Executive staff, the County would benefit from the state's pre-screening of ESCOs, assistance with managing the contractor, and minimal lead time needed to establish a project.  The agreement would extend through December 31, 2023.  

Executive staff indicate that entering into the agreement would enable County agencies to quickly procure ESCO services.  In particular, the Facilities Management Division (FMD) plans to implement energy projects for FMD-managed buildings as soon as possible to take advantage of a Seattle City Light incentive for light emitting diode (LED) lighting that is scheduled to end August 1, 2018.  City Light offers rebates to business customers that are customized based on the specific projects proposed.  

The Department of Natural Resources and Parks indicates that it intends to request budget authority as part of the 2019-2020 biennial budget process for the following energy-related projects:

· Enumclaw Transfer Station energy conservation retrofit
· Enumclaw Transfer Station solar installation
· Vashon Transfer Station solar installation
· Shoreline Transfer Station energy efficiency

Appropriation authority for two additional projects (Bow Lake energy efficiency and a Brightwater solar project) could be requested for 2019-2020 or later. 

Analysis of the proposed legislation is ongoing.  In particular, staff is reviewing whether compliance with RCW chapter 39.34 is required for the parties to enter into this type of contractual arrangement, and thus necessitate authorization by the Council before the Executive can execute the agreement.  

ATTACHMENTS

1. Proposed Ordinance 2018-0229 (and its attachments)
2. Transmittal Letter
3. Fiscal Note
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2. Sarah Calvillo Hoffman, Energy Manager, Department of Executive Services
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