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SUBJECT:
Approval of Revisions to AISD’S Participation in the Third Texas LoanSTAR Program for Utility Cost Reduction Building Improvements and Interlocal Agreement with Austin Energy Services for Engineering and Project Management Services (EL-9)

PRESENTER:
Dr. Edward Fuentes, Chief Operations Officer




Management Division




Curt Shaw, Director




Construction Management Department




RECOMMENDATION

That the Board of Trustees amend its approval of AISD’s third participation in the Texas LoanSTAR Program from an originally approved level of $2,500,000 million to a new level of $4,535,000 million, and that the administration be authorized to execute the attached requisite Memorandum of Understanding with the State Energy Conservation Office (SECO).  Likewise, that the Board of Trustees approve continuation of the Interlocal Agreement, with Austin Energy Services for Engineering and Project Management services. 
BACKGROUND INFORMATION

On February 24, 2003, the Board of Trustees approved AISD’s participation in the third cycle of the Texas LoanSTAR Program for utility cost reduction building improvements.  The estimated value of the improvements and corresponding approved low-interest loan amount was $2.5 million.  Subsequent to Board action, AISD and Austin Energy conducted a survey of the District’s facilities to determine which school locations could best benefit from and qualify for energy efficiency lighting renovation work.  The survey yielded candidate projects in excess of the $2.5 million loan.

An inquiry to the State Energy Conservation Office (SECO) that administers the Texas LoanSTAR Program revealed that adequate funds could be made available to AISD to accomplish all the identified lighting renovation projects.  The revised total cost, and corresponding  LoanSTAR loan amount, is $4,535,000.  These funds are available for the program until August 31, 2003, by which time all the qualifying projects must be approved and funds reserved.

AISD’s Chief Financial Officer has been apprised of the proposed increase in the scope of the proposed work and the increase in the loan and is prepared to make the accommodating financial adjustments to the program and the payback of the loan, which would be funded by utility cost savings and utility rebates,

The remaining “BACKGROUND INFORMATION” is included hereafter as historical reference for Board members.

The State of Texas, through the Texas LoanSTAR Program of the State Energy Conservation Office (SECO), has made funds available in the form of low-interest loans to Texas school districts, public institutions and municipalities for programs that will reduce utility costs.  Available funds for the LoanSTAR Program result from oil overcharge monies recovered by the federal government and distributed through the states.

Entities can apply for the loans after qualifying feasibility studies have been completed by contracted consultants and approved by the SECO. Austin Energy Services (AES), formerly the City of Austin Environmental and Conservation Services Department (ECSD), will be the contracted consultant in this case.  The loans, at a 3.0% interest rate, must be repaid within ten (10) years from utility cost savings and utility rebates.  The borrower is also responsible for the engineering and audit costs that are included in the loan amounts.  These loans offer an attractive alternative to financing large projects through long-term bonds or commercial third-party financing.

Representative utility energy/cost-reducing projects for AISD in this third cycle of the LoanSTAR Program include renovation of lighting systems in 41 main buildings and 620 portable buildings, installation of energy management control systems in 620 portable buildings and other improvements that will result in lower operating costs over the lifetime of the equipment.  State funding for this program is expected to continue in future years.

In its first year of participation (1995), AISD was eligible for and borrowed $2 million in loans for its program, the work for which was completed within three years of receipt of the loan.  That loan was repaid in 2002, three years ahead of schedule.  The second round of participation, also for $2 million, begun in 2000, and consisting of six HVAC chiller replacements and 37 campus lighting renovations, is nearing completion with a closing date of July 2003. The first payment will be due August 2003. The Texas LoanSTAR Program has proven to be well suited for AISD’s ongoing energy- management programs. The Construction Management Department previously identified for replacement 32 HVAC chillers over 20 years of age, and another 15 under ten years of age, for conversion to non-ozone-depleting refrigerants.  This work is part of the federal mandate to eliminate ozone-depleting gases, (CFC’s: chlorofluorocarbons) which are potentially responsible for damaging the protective layer of the atmosphere, and allowing the entry of high levels of harmful ultra-violet rays. Seven of the older units were replaced under the 1995 LoanSTAR program, and others were replaced under the 1996 Bond Program.  An additional six chillers were replaced in the 2000 LoanSTAR Program.  

In addition to using more environmentally friendly refrigerants, the replacement of the older chillers will improve HVAC system efficiency and reduce overall operating costs.

The lighting program is designed to improve the quality of lighting in the schools while taking advantage of the newer electronic technologies which will eliminate Polychlorinated Biphenyl (PCB) containing ballasts, also a federal mandate, and reduce electric loads and utility costs.  Work will include fixture replacement, lamp and ballast replacement and the addition or modification of lighting fixture reflectors and lenses.  Twenty-one schools were wholly or partially relighted under the 1995 LoanSTAR program and four others have since been completed.  Other lighting work is being completed in coordination with the 1996 Bond Program efforts.

Continuing the lighting program coincidental with the installation of energy management controls in 600 all-electric portable classroom buildings will also ensure that the payback in utility savings can be accomplished in the prescribed ten-year period.  Other site-specific energy savings measures will be taken to complement these major efforts to optimize recovery of the investments and make AISD more energy efficient

With the conclusion of this LoanSTAR Program, the entire Austin Independent School District will have been relighted and many other energy improvements made.

ADMINISTRATIVE CONSIDERATION

The SECO LoanSTAR Program requires each institution to enter into a legal agreement through a Memorandum of Understanding (MOU) (see Exhibit “A”) to assure performance of the contract within the stated parameters.  The approval of the MOU would continue in effect until either party decides to withdraw. 
All screening audits must be completed within 120 days of approval of the MOU by SECO, and initial activities are currently being implemented by the Construction Management Department.

ACTION REQUIRED

Board approval.
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