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Improving energy efficiency as a way of reducing operating costs and greenhouse gas emissions is a key objective in the King County Strategic Plan (KCSP). The 2010 King County Energy Plan (Energy Plan), adopted in October, 2010, provides a detailed roadmap to achieve goals and objectives outlined in the KCSP, builds on the County’s past efforts to improve energy efficiency, and advances the use and production of renewable and greenhouse gas-neutral energy. While all County agencies are encouraged to strive to use energy more efficiently, the Energy Plan is primarily directed toward agencies such as the Department of Transportation, the Department of Natural Resources and Parks, the Facilities Management Division, and King County Information Technology. Not all agencies will have energy investment proposals. 
Improving Energy Efficiency 
The 2010 Energy Plan set the following energy goals, as compared to a 2007 baseline: 
· 10 percent conservation for normalized energy use in facilities and buildings by 2012 
· 10 percent conservation for normalized energy use by vehicles by 2015 
· The proposed 2012 Comprehensive Plan Update builds on these goals, and proposes to extend energy efficiency improvements into future years with goals of: 
· 15 percent conservation for buildings and facilities by 2015 and 20 percent conservation in buildings and facilities by 2020 
· 10 percent conservation for normalized energy use by vehicles by 2015 
Achieving these goals will require County agencies to make investments in efficiency that will produce benefits in terms of reduced climate emissions and operating savings. 
For the development of the 2015/2016 budget, agencies should document where they are investing in energy efficiency and infrastructure to meet the goals of the Energy Plan. Examples of key strategies to improve efficiency include operational changes, behavioral changes, and capital projects. 
Agency budget submittals should address the following questions, if applicable:  
· What are the top five major energy consuming facilities or systems in your agency?
· How is the agency using energy audits to inform identification and prioritization of energy efficiency projects, and what audits will be completed during the 2015/2016 budget cycle?  
· What capital investments will the agency pursue in the next budget cycle to improve energy efficiency and meet energy plan goals?  
· What initiatives is the agency implementing to improve energy efficiency of day-to-day operations? 
· What energy conservation projects or actions have been considered but are not being included in the 2015/2016 budget due to lack of budget and/or staff resources?  
These questions should be addressed in the agency business plan as well as in specific operating and capital budget requests as appropriate. 
Financing / Reinvesting Savings from Energy Efficiency Projects 
There is recognition that to meet the County’s targets, energy efficiency improvements will require increased up-front investment in equipment replacement or other major capital projects that will be offset through long-term operating savings. 
The Energy Plan includes a strategy for funding investment in energy projects:  
“King County will pursue sustainable funding strategies for energy efficiency, renewable energy projects, waste-to-energy projects and greenhouse-gas-reduction efforts. 
Completing the objectives and strategies in this plan and meeting the County’s energy targets will require a commitment to pursuing multiple funding strategies. Grants, loans, and utility rebates provide essential seed money for up-front investments in energy efficiency projects, and the County should seek them aggressively. However, they are not reliable on a long-term basis. The County should also develop a long-term, sustainable framework for validating savings from energy efficiency investments and using a portion of savings to support future investments.” 
In order to support these goals, the county is establishing an Environmental Stewardship and Cost Reduction Fund (ESCRF).

Environmental Stewardship and Cost Reduction Fund

The Environmental Stewardship and Cost Reduction Fund (ESCRF) is being established with the following objectives and goals:

· Objectives
· Demonstrate commitment to environmental stewardship and energy/emissions reductions
· Reduce operating expenses and make operations more resilient to rising energy costs
· Internalize energy conservation into existing operations
· Help finance the installation of energy saving measures
· Implement innovative environmental projects
· Goals
· Achieve energy savings in support of the King County Energy Plan targets
· Reduction of greenhouse gases in support of King County Strategic Climate Action Plan targets
· Achieve cost savings in support of maintaining cost growth at or below the rate of inflation
· Use fund to catalyze identification of projects and fund projects that would not otherwise be funded
· Use fund to educate public and/or employees and institutionalize environmental stewardship

Structure of ESCRF
In support of the above objectives and goals, King County is developing the ESCRF to provide loans to agencies to implement projects/initiatives that result in energy use/cost and/or emission/waste generation reductions.  

Eligibility
Any King County agency may apply for loans from the ECSRF in support of energy use/cost and/or emission/waste reductions.

ESCRF Funding
There are two main options for funding the ESCRF: 1) the General Fund provides seed money to a revolving fund up to a certain amount, agencies receive loans from this seed money, agencies payback loans to the fund to support loans for other projects; 2) King County issues bonds in the dollar amount of projects/initiatives selected for loan award, bond funds are transferred to agencies, agencies pay back the ESCRF, the ESCRF pays back the bond debt.

At this time, we propose that King County issue 10-year bonds to fund the ESCRF.  If the program is deemed successful, additional bond issuances could be implemented to fund projects in following bienniums.

Timing
Below is a timeline for submittal and evaluation of proposals so that applicable projects can be included in the executive proposed 2015/2016 budget.  The ESCRF as well as necessary appropriation authority will be established in the 2015/2016 budget.  If bonding is the funding source for the ESCRF, then the bonds will be issued such that they will be available for distribution to applicable agencies early in 2015.

Loan Repayment
Loan repayment will be accomplished through the charge of a central rate to agencies that receive a loan.  Agencies will pay back loan costs over a 10-year period.  Agencies may elect to pay loans back earlier (in either 3 or 5 years), provided such accelerated payback is approved by the budget director.

Agencies will payback ESCR loans in full including interest costs consistent with bond issuance rates and fund administrative costs.  This payback of funds will be used to retire the bond debt.  Agencies will begin paying loans back as central rates in the biennium immediately following the biennium in which the loan funds are awarded.

Costs Covered
In general, the fund will be used primarily to loan money to cover marginal costs associated with projects or initiatives that involve energy use/cost and/or waste/emission reduction elements.  Borrowing only the marginal amount is consistent with the idea that cost savings will be used to fund repayment as cost savings will likely not cover the entire cost of a project unless the project/initiative relates solely to energy reduction.  However, proposals for loans for entire project costs will be considered, with final approval required from the budget director.  Marginal or total costs that can be supported through loans from the ESCRF are defined broadly and include, but are not limited to: equipment, personnel, consultants and service, administration and overhead, training, and research and development.

Fund Management
The ESCRF fund will be managed and the associated financial plan will be maintained by the Office of Performance, Strategy, and Budget, with support for agencies receiving loans as necessary to update the financial plan and prepare/review budget book documents, quarterly reports, and MPA/high risk/IT governance materials.  

ESCRF funds will be transferred through an interfund transfer to appropriation units with selected projects early in the first year of each biennium.  Revenues and expenditures will be double budgeted, being budgeted in both the receiving agency and the ESCRF.

Decision Criteria
Loans will be awarded consistent with the eligibility criteria and other considerations presented below:  
· Threshold Criteria
· The project/initiative results in the reduction of net energy usage by King County.
· The incremental energy investment costs have a positive Net Present Value (NPV).
· The project/initiative has a payback period that is less than the life of the proposed asset / investment
· There must be funding available to repay the loan in 10 years or less.
· The project/initiative does not violate any labor agreements or MOUs
· Scoring Criteria
· Reduction in energy use, greenhouse gas emissions, solid waste generation, or water use/wastewater generation
· NPV value, payback period, savings to investment ratio
· Other Considerations
· Other environmental impacts, financial benefits, and labor implications
· Political feasibility and implementation risks
· Equity and Social Justice and economic development impacts
· Alignment with other KCSP goals 

Monitoring
To the extent practicable, the DNRP Energy Manager will monitor/collect information on energy use reduction/cost savings associated with projects/initiatives receiving loans.  This information will be provided annually to the ESCR fund manager by June 30 of the following year.  Capital projects resulting or benefiting from ESCRF loans will be subject to existing CIP quarterly/MPA/high risk reporting requirements.  Any IT projects benefiting from the EXCRF will be subject to existing IT governance requirements.  No additional project/initiative monitoring/governance will be formally instituted for ESCRF supported projects/initiatives.

Alternatives to ESCR
As an alternative to securing a loan from the ESCR, agencies are encouraged to identify other creative ways to fund energy reduction/cost savings/emission reduction proposals in the 2015/2016 budget, including but not limited to the following:

· Undesignated Fund Balance:  Using undesignated fund balance to support such projects, including potentially having a negative fund balance in the middle year of the biennium
· Reserves:  Using reserves to support such projects, potentially including having reserves dip below fund management policy recommended levels for a limited time period
· Fees/Surcharges:  Imposing a fee, fuel surcharge, or energy use surcharge whose proceeds would be used on projects or initiatives that support energy use reduction/cost reduction. (This could be done by a department or division, but such fees/surcharges would need to be used within the same fund they are collected.)
 

Process Timeline

	Process Step
	Start 
	Finish 

	Agencies Submit Project Proposal 
	
	July 3, 2014 

	Release Committee Reviews Project Proposals Reviewed 
	July 3, 2014 
	August 1, 2014 

	Release Committee Identifies Recommended Projects and Loan Amounts 
	August 1, 2014 
	August 15, 2014 

	Executive Office/PSB Staff Brief Executive (Potentially Requiring Agency Support) 
	August 15, 2014 
	August 29, 2014 

	Finalize Selected Projects and Loan Amounts 
	
	September 5, 2014 

	Agencies Notified of Project Selection 
	
	September 8, 2014 

	Funds Distributed/Available for Use 
	January 1, 2015 
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Energy Investment Instructions 
[bookmark: _Appendix_D_–][bookmark: _Appendix_E_–]Agencies should document their energy investment efforts in Business Plans as appropriate. Budget changes that impact energy goals should be discussed in the budget submittal as part of the budget change narrative.  Agencies requesting funding as part of the Environmental Stewardship and Cost Reduction Fund program should fill out the ESCRF Proposal Form (Attachment A), including the Life Cycle Cost Analysis worksheet (link to tool is in the proposal form) and submit that with their budget requests.
