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BUDGET & ECONOMIC DEVELOPMENT COMMITTEE

The Budget and Economic Development Committee of the City of Raleigh met in regular session on Tuesday, September 13, 2011, in Room 305 at 11:00 a.m. in the City Council Chamber, Raleigh Municipal Building, Avery C. Upchurch Government Complex, 222 West Hargett Street, Raleigh, North Carolina, with the following present.

Committee




  Staff

Mayor Meeker, presiding


City Manager Allen

Ms. Baldwin



City Attorney McCormick
Mr. Crowder



Assistant Public Utilities Director Waldroup
Ms. McFarlane

Mayor Meeker called the meeting to order and the following item was discussed with action taken as shown.
Item #09-40 – Falls Lake Dam Hydroelectric Project Update.  On October 7, 2009, the Raleigh City Council authorized City staff to request the Federal Energy Regulatory Commission (FERC) for a permit to develop a facility to harness hydroelectric power from Falls Lake.  On June 21, 2011, Council approved a ten-year Capital Improvement Program (CIP) that allocates a total of $300,000 for the initial phases of the project.
On November 19, 2010, the City was awarded a preliminary permit to conduct studies and prepare a license application for a hydroelectric project referred to as the Falls Lake Dam Hydroelectric Project, FERC Project No. P-13623.  A pre-feasibility study has been prepared concurrent with the Pre-Application Document (PAD) to provide preliminary guidance to the City.  The pre-feasibility report indicates the project remains feasible under specific economic conditions.  City staff recommends continued project development, including submittal of the PAD and selection of a final permitting and design team.  The selected consultant will work with the City to develop favorable financing and funding options as well as to prepare environmental and design documents necessary to obtain a FERC license for the constructions and operation of a hydroelectric facility at Falls Lake Dam.  As the project continues to mature, additional project feasibility updates will be provided.

Recommendation:  Confirm submittal of the Pre-Application Document and direct staff to seek proposals for final consultant services.

City Manager Allen pointed out Committee members received a detailed report, talked about the two options that are available and the fact that we need to take this next step to understand some of the issues, true cost of the project, cost benefit, etc.  
Reid Palmer, Hazen & Sawyer indicated he has been working on this study and will be glad to answer questions.  

In response to questions, Assistant Public Utilities Director Waldroup talked about the current income potential that could possibly be generated by the options, how the calculations were made, REC (Reoccuring Energy Credits) multi-revenue options, how the REC could be sold to Progress Energy or existing electric co-ops and the fact that the program is evolving.  He spoke about off-setting energy power, cost/benefit as it relates to solar power versus hydroelectric possibility of bundling, etc.
In response to questions from the Committee, Assistant Public Utilities Director Waldroup talked about the fact that Falls Lake is a multi-use facility.  He talked about the profile of Falls Lake including the water supply storage and water quality storage pointing out one of the City’s biggest concerns is the utilization of the water quality storage.  He also talked about the discretionary use of the Lake by the CORP and the State and how that discretionary use could be increased based on requests or demands.  Mr. Waldroup talked about the genesis of this project pointing out in 2009 a private entity made an application to the Federal Energy Regulatory Commission for a permit to develop a facility to harness a hydro-electric power from Falls Lake.  He indicated in October of 2009 the City Council authorized the staff to ask for a permit which would give us time to analyze and determine best options.  In November of 2010, the City was awarded a preliminary permit to conduct studies and prepare a license application for a hydroelectric project.  Mr. Waldroup talked about work that was done including a sensitivity analysis pointing out the driving forces have to do with bond rates and the value of power at any given time.  He told what factors they used in making their calculations.
In response to questions from Mr. Crowder, Assistant Public Utilities Director Waldroup talked about the life of a turbine, cost benefit analysis, the fact that we are doing a lot of piggy backing on what has been done at Jordan Lake.  The intangibles involved relating to EPA regulations, present rules, possible rule changes, newable energy credits, cost of solar versus hydroelectric power, possible legislative changes, and who would own the transmission lines.  Issues that have to be studied much further such as ownership, operation, and whether it would have to be municipal operated or a third party could be involved were vetted.  The numerous other questions which have to be resolved before the City would know whether or how to move forward were discussed.  It was pointed out the next step is to determine how and if to proceed.  
Mr. Waldroup pointed out the option being proposed has the lowest environmental impact.  He talked about the various issues that have to be looked at and resolved, the regulatory agencies that are involved, what he feels they will look at and consider.  Other points of discussion and questions related to whether there would be a rise in temperature in the lake, how this relates to drought conditions, and how long this next phase or contract would take with Mr. Waldrop indicating 6 to 9 months.  
Whether additional testing would be required, the credits today versus possible credits in the future, impacts of such construction, and whether the cost factors include operational cost was questioned by Ms. McFarlane.  What has been calculated in and the fact that possible additional revenue from REC or additional revenue from carbon, possible EPA changes and additional testing was discussed.  

Mayor Meeker stated what he is hearing is that there are a number of questions dealing with whether this is a viable option for the City to consider but in order to answer those questions, we need to do the next step as recommended by Administration.  Mr. Crowder moved that administration’s recommendation to authorize staff to submit the pre-application documents and notice of intent and authorize staff to being consultant selection for a final evaluation and possible environmental and regulatory permitting, design and construction services be upheld.  His motion was seconded by Ms. McFarlane and a roll call vote resulted in all members voting in the affirmative.
Adjournment.  There being no further business, Mayor Meeker announced the meeting adjourned at 11:40 a.m.

Gail G. Smith

City Clerk
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