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Sarah Zaleski:
I’d like to introduce Lee Ledesma who comes again to us from the City of Aspen and we’re really thrilled to have Lee today because she has some great experience with the City of Aspen ad their municipal utility and how they came up with some long term goals and then really looked at a portfolio of options and how they could put the really realize those goals and move forward with actionable programs and policies and really pull together a pretty cool portfolio of funding in order to move towards those goals.  So with that I will turn it over to Lee.
All right.  Well thank you and good afternoon.  So again I’m Lee Ledesma with the City of Aspen and I’m hoping to get all of you thinking about some possible ways to finance your energy goals and strategies.  So my presentation will touch briefly on two foundational goals that have defined the City of Aspen’s renewable and efficiency projects for the past decade and then give you examples of several types of options that you could possibly use to finance renewable or efficiency goals within your own organization and community.

So the list of options I’ll be covering today include a policy option, an energy savings performance contract option, a bond option, a grant option, an on bill financing option, a rate option and then just discussing a little bit about a partnership option.  So the first City of Aspen goal that has driven quite a bit of progress on renewables is our goal to be 100 percent renewable by 2015.  As you can see from this pie chart we are currently at 42 percent hydro, 30 percent wind, 26 percent coal and gas and 2 percent nuclear.  So for next year we will be bringing online the Ridgway hydroelectric plant.  We’ve partnered with tri-county on this and we will be adding another 14 percent hydroelectric to our purchase power mix which will bring our renewables up to 89 percent of our 100 percent goal so then we’ll be at – excuse me – 56 percent hydro, 30 percent wind, 12 percent coal and gas and 2 percent nuclear.  
The second goal that has really shaped the actions by the City of Aspen and the city council is the canary goal, as in canary in the coal mine which was first supported by city council in 2004.  So in 2004 the City of Aspen calculated its baseline community wide emissions inventory and then in 2007 the city council adopted the canary action plan which commits to reducing community emissions 30 percent by 2020 and 80 percent by 2050 and this is below the 2004 baseline.  Now this shows updates to the progress towards this goal.  We’ve updated the emissions study in 2007 and 2011.  

So as you can see this chart shows that all emission categories excluding ground transportation have decreased or remained flat since the 2004 initial baseline.  So from 2004 to 2007 we realized a 2 percent reduction in emissions and then from 2007 to 2011 another 4 percent reduction so so far we’ve got 6 percent towards our 30 percent reduction goal by 2020.  And as an aside this particular goal also created a separate canary division that started out with one and a half full time employees and it was jointly funded by the general fund, the water fund and the electric fund.  Now we’re up to two and a half full time employees and it has turned into a 50/50 split between the water and electric utility.
So now onto financing options.  The first option I wanted to discuss is one based on policy.  And I do want to apologize.  Some of these slides have a lot of information in them and I just thought it may be helpful or useful to you in the future not to have to maybe take so much, so many notes.  So I did put a lot of information on here and I’ll try to skim through it quickly.  So in 2007 the first renewable energy mitigation program in the country or I think maybe worldwide was started by the City of Aspen and Pitkin County.  When programs operate under municipalities and counties that have adopted efficient building codes and now as of 2010 we’ve also added commercial developments as well as residential construction to this particular program.

 So __ it’s the world’s stiffest tax on energy use and the way it works is that homes larger than 5000 square feet pay fees for excess energy use or install onsite renewables so most of the rent fees are collected on outside uses and the majority of those come from heated snow melt driveways.  Obviously there are a lot of large homes that go up in the area and I did hear of one case, not to get off topic here of rent fee in the spring of this year that was $540,000.00 just for one residence.  So again this is the way – is a way for the city and the county to offset high energy users and if the homeowners have an option of either paying that fee or installing renewable.  

And as an example for PV, every KW installed you get 600 – I mean $6,421.00 towards the rent fee.  Solar water heaters count at $244.00 per square foot.  Geothermal heat pumps can offset it by $6.84 per 1,000 BTUs and these funds are collected by the community development department and then managed by a nonprofit, the community office of resource efficiency otherwise known as CORE and they hand out energy efficient grants, renewable grants.  They manage the energy smart program and they also have a very robust rebate program.  In 2010 as an example there was $65,000.00 given out in rebates with a leveraging of 4,500 tons of CO2 savings over the product lifetime.  And since this was started in 2000 the fund has accumulated an awarded actually more than $8 million.  
All right.  The next example has to do with energy performance, energy savings performance contracts so in 2008 the city took a look at 14 of its city facilities and awarded a contract to McKinstry which they are known as a DBOM which stands for Design, Build, Operate and Maintain.  So they kind of do the whole scope of a project.  So they initially did audits on these particular 14 buildings to look for technology based and management based solutions to reduce or eliminate the carbon footprint and two years later we signed the performance contract with them for a total project cost of $1,307,000.00.  There was about $93,000.00 worth of rebates insides that contract amount.  They both went to the city and McKinstry so our overall contract with them was for a little over $1.2 million.  The city’s financed through McKinstry $441,000.00 using a tax exempt municipal lease purchase agreement and then the remaining $785,000.00 was financed through our capital project program.  
The contract schedule we pay 20 percent at start of construction, then one month it was 15 percent, the second month 25 percent was due, the third month 25 percent was also due and then at the project closeout we completed the contract with the final 15 percent.  So just some high level statistics on this particular financing option.  The first year we had over $62,000.00 worth of avoided costs.  The financing interest rate was five percent.  The contract term was 12 years.  The calculations used to calculate avoided costs and benefits was 6.78 escalation rate in energy.  ONM at three percent, service escalation at 3 percent and then our annual lease payment at 5 percent interest.  It ended up being $652,000.00 over a 12 year life and their services of measurement and verification services at 3 percent was a little over $70,000.00.  So our savings on this on the utilities side was over $1 million for the 12 year life of this contract.  There was three percent savings for the first three years on operations and maintenance of $12,000.00.  So our total avoided costs in were over $1 million with annual net benefit of $325,000.00.  
Another option that we have used not too long ago was a general obligation bond.  So in 2008 we took out $5.5 million of general obligation bonds for the construction of the new hydroelectric facility.  The interest rates on those bonds range from 3 to 4.85 percent and the proceeds from the bonds are to be used to design, construct and equip the Castle Creek hydroelectric facility.  So some of those bonds are maturing on or after December 2019 and they are subject to redemption prior to maturity at the city’s option and with just the principal amount plus the accrued interest.  So another very effective way of financing some of our pricier renewable projects.
I know this was mentioned at the beginning of the presentation about grants not being a wasted effort and I have to say that a city staff applies for a lot of grants.  Maybe we only get a tenth or fifth of the ones we apply for depending on the category but certainly worth the time and effort.  So I’ve got two examples here of grants we’ve received on renewables.  The first one was a matching grant so in 2009 from the Colorado energy office formerly known as CO we received $150,000.00 for materials on a solar PV project actually at our water treatment campus.  We had already installed 21 KW in 2008 so the 2011 grant was for phase 2 and phase 3 of that project for another 71 KW and that is completely installed an operational.  I did put the link up here so that you can access daily, weekly, monthly, annual solar production at the water campus site but on average it’s about 140 to 150 KWH per year.  Again a great example of a matching grant for a renewable project.  
A non-matching grant that we’ve received recently also and just completed the test well on was a $50,000.00 grant from – also from CO to drill a geothermal test well and that test well was completed this year for an approximate cost of $273,000.00.  I believe we ended up going as deep as I think 1500 feet and these geothermal resources – this test well will lead hopefully to five high capacity production and injection wells for future operation.  So we’re quite excited about that project and again receiving that additional funding from the Colorado Energy Office really helped us out.  
So on bill financing, this program I just came up with this year so I’m the project manager on that.  It is not in place.  It has been presented to the utilities agency and the finance department and has received approval.  It will not go in front of city council until the first of the year.  I’m letting them get through the budget process right now but what this deals with is the efficiency and renewable measures that our customers, both residential and commercial customers, cannot afford to install without some financial help.  So it’s the more complex expensive projects for their property that they may need assistance with.  
So my thoughts on this program starting out with a quarter of a million next year with an additional quarter of a million the following year.  It will be first come first serve basis.  The main focus which I think will lead to the success of this project is that we’re going to make it very easy for customers, contractors and city staff.  There’s no income qualifications.  All they need is 12 months of paying their utility bill on time.  There’s over 20 renewable and efficiency products that qualify for this program.  Again the customer answers a couple questions when they call in.  They can get one proposal or 20 proposals from contractors and then they just choose whichever one they like.  They send it to us with their deed.  We help them fill out the application.  We fill out a promissory note.  Usually – I mean the turnaround time is expected to be four or five days.  We send them the approval, the contractor starts the work and we inspect it and release the check to the contractor.  
So again we’ve got a lot of hopes for this particular program continuing with our high level of energy efficiency participation by the community.  And just a little bit more details on that.  So the loans would range from $1,000.00 to $25,000.00, 5 percent interest rate.  Energy audits would be required for certain products such as windows and solar.  The loans would be paid back on their monthly utility bill with a $30.00 minimum.  Can you still hear me?  Ok.  Good.  The loan would be recorded and we’d operate the rebate program concurrently with this to reduce the amount financed and again there’s quite a long list of qualifying renewable and efficiency products.  And this slide just demonstrates the types of products customers would probably use this program for.  Again as the products get more complex or expensive then this is where the on bill financing would kick in and keep pushing those properties to increase their renewable and efficiency.  
The other thing that I think Aspen has been very progressive on is creating rate structures that fund not just efficiency programs but renewables.  So in 2005 we created a three tier system that actually funded a brand new efficiency division within the utilities.  So we started acquiring $150,000.00 in both water and electric that was aimed just at efficiency programs and to manage that $300,000.00 annual efficiency and conservation budget we hired one a and a half full time employees.  There is now three people in that particular division.  In 2009 council approved a four tier inverted block rate for both water and electric and for both residential and commercial customers.  
As far as I know I think we are the only utility I’ve been able to find on the electric side that has a tiered rate for commercial customers so I think again our rate structure is very progressive and then we are very good at utilizing those funds for our renewable and efficiency programs.  So after that 2009 rate adoption what was created was an additional $350,000.00 per year to fund renewable energy projects such as solar PV, micro turbines, geothermal, electric vehicle charging stations and then to purchase additional hydroelectric generation.  So our rate objectives were and continue to be creating a rate structure that encourages efficient use of our resources that creates a stable log term funding source for our efficiency projects, our conservation activities and educational opportunities and also funding for new renewable energy projects.  
And I just wanted to show you what our rate structure is so this is up to date and again I’m not going to go through it but it is interesting to note that on the electric side out of 58 electric companies in the state of Colorado we are the 5th lowest so I think that we’ve managed to do a lot and still remain very reasonable on the market as far as the rates we charge our customers.  And on the water side there’s not a lot of rate studies that we can use for comparison but I did do one locally.  Out of ten water utilities in the area we are second to the lowest so again I think that we have managed to encourage conservation, fund efficiency and renewables and also stay extremely reasonable from a customer’s standpoint in our rate structures.

 And again a lot of these rates have funded quite a lot of different types of efficiency programs over the years and this slide just gives a recap of what those programs have managed to accomplish both on the residential and commercial side.  Overall we’ve got annual residential savings of about 894,000 KWH which equates to about $155,000.00.  On the commercial side that program started a little bit after the residential program so we’re up to $195,000.00 of annual savings to our customers and that equates to about 955,000 KWH per year.  
One of the challenges we’re facing now is and a recent analysis this year even though we’re growing at a rate of 2 percent as far as new customers we are decreasing in actual KWH use by 1.9 so our overall energy use reduction per account is 3.9 percent annually and that has been occurring since 2008 so there are some revenue challenges associated with that but to me that really highlights the success of our programs because that is considerable level per year that we’ve been able to sustain and while I know we’re focusing on energy I did want to just point out real quickly that on the water side of operations we also have had very amazing results on our conservation and efficiency efforts.  Right now we’re using or selling about the same level of water we did in the 1970s.  Our water service area has more than tripled the size, the physical boundaries.  Our number of connections are 2 and a half times more and again we’re selling and our customers are using the same amount of water as they did in the 19 – mid 1970s.  
Just to go over where we are with those two goals that I mentioned at the beginning so we have a gap of about 8.5 million KWH right now between what our customers are consuming and how much renewables are in our purchase power portfolio.  Again I think we’ve got three different possible renewable projects in the queue so this just stops at the ones that will be online by 2014.  So again since our goal is 2015 we’re hoping to close the gap here in the next two years and also we’ve got another 26 percent emission reduction to get to by 2020.  
So finally I know that a lot of you are coming from different types of organizations or perspectives and I just – I really want to encourage all of you to talk to your local utilities.  I mean we’ve had so many cases of customers or groups coming in wanting to do efficient or renewable projects and we’ve been able to either partner with them or finance the whole project ourselves.  I mean we’re in the middle of doing LED lighting replacement on all of our kind of antique looking downtown streetlights and that was something that was brought up by several community members and we took hold of it and we’ve got all the labor costs, the material costs and we’re taking care of that whole project out of the utility capital funding so I just would like to encourage you to find out what your local utility is doing and see what they can help you accomplish in the areas of efficiency and renewables.  All right.  Thank you.
Sarah Zaleski:
Thank you so much Lee.  That was – there was a lot in that presentation, a lot of great information but just really want to congratulate you and your colleagues work in Aspen.  I mean you guys set some pretty aspirational goals that are really making meaningful progress towards those and all while keeping your rates really competitive and kind of keeping that equity piece in mind so it’s just a great case study for us to learn from.  Thank you.

You’re welcome.  
[End of Audio]
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