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TO OUR COUNCIL
OVERVIEW

This is a summary of various activities conducted by the City of Ellensburg Energy Services Department
during 2017. This annual report summarizes energy sales statistics, Bonneville Power Administration
(BPA) conservation, natural gas fuel switching and marketing efforts and the voluntary renewable energy
rate offering. A high level overview of major accomplishments for the light and gas departments is also
included.
In 2016 as part of our Tier 2 decision rebates were authorized and offered for fuel switching from electric
heat to natural gas as well as installing natural gas appliances in new construction as a way to minimize
future purchases of the more expensive Tier 2 power supply. Results of those efforts are included in this
report.
Incentives to install private rooftop solar was authorized by Council for 2017-2018. The incentive was
$1,000 per kW of system size up to a maximum of $5,000 per customer. The 2017 budget of $75,000 was
committed by the first of April to 15 systems.
Energy efficiency (EE), broadly defined, means using less energy to provide the same, or often superior,
energy services. EE is most commonly thought of as technologies that reduce energy use relative to
traditional technologies, such as LED lighting and high efficiency appliances and heating and cooling
equipment. LED lighting has played a huge part of Ellensburg’s EE achievements this past year. Ductless
heat pump installations are picking up as the price to install comes down.
A renewable energy product was created in 2015 to market the output of the Renewable Energy Park to
our customers. At the end of 2017, 112 of the 375 units of renewable energy and 8 units of donations are
presently subscribed for. Proceeds go to a dedicated fund and will be used for maintenance and renewable
energy education.

FINANCIAL HIGHLIGHTS

2017 was the third year of the new stepped block residential retail rate structure for light and natural gas
and a transition year for Bonneville Power wholesale power rates. Further analysis of energy sales is
broken down by utility later in this report.
Energy sales are primarily driven by weather for both the electric and natural gas utilities. 2016 ended
with a prolonged warm fall, then winter hit in December. January 2017 was the coldest in 37 years;
February was the coldest in 28 years. The January to April period in 2017 recorded 3,945 degree days. The
last year with that level of winter was 1956, which recorded 4,037 degree days. Electricity commodity
sales ended the year up 8% and natural gas commodity sales were up 18% for the year.
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Natural gas marketing and fuel switching efforts to minimize future Tier 2 power purchases and provide
the lowest cost energy options for our customers resulted in 54 rebates totaling $68,150 paid of the
$250,000 combined available budget, $21,550 of which were for 23 fuel switching projects.
Light emitting diodes or LED’s have revolutionized lighting from small screw in lamps to stadium lights.
The technology continues to advance and the cost of equipment continues to come down. LED lighting
upgrades improved lighting quality, reduced energy consumption and heat output for 54 of our customers
in 2017. $342,688 in projects were reimbursed by BPA in calendar year 2017, of that $340,288 was
lighting upgrades.
The latest summary information for the Northwest Power and Conservation Council is 2016. Northwest
utility system achieved energy-efficiency improvements of 275 aMW in 2016, far surpassing the 185 aMW
first-year efficiency milestone in the Seventh Northwest Power Plan, Northwest Power and Conservation
Council staff reported at the Council’s Oct. 10 meeting. Overall, the 2016 savings are equivalent to what
184,000 average Northwest homes would have used, a result largely due to lighting efficiency
improvements, especially from the growing market for LED lights. Most of the residential and commercial
savings, 65 percent, came from improved lighting efficiency, predominantly LEDs. The 2016 efficiency
gains bring the region’s total cumulative energy savings since 1978 to 6,300 aMW— 2.5 times the average
annual output of Grand Coulee Dam This cumulative efficiency represents 24.7 million metric tons of CO2
not released, the equivalent of taking 5.28 million cars off the road for one year. 1
1 Source:

Northwest Power and Conservation Council

https://www.nwcouncil.org/media/7491318/2.pdf

LOOKING AHEAD

Energy Services will be busy over the next two years completing several capital improvement projects for
both the light and natural gas distribution systems. Electric distribution feeders and gas mains will be
extended on Bull Road south of the Freeway to interconnect with the existing systems on Canyon Road.
Feeder/Main extensions will also be completed on Bender, Bowers, Umptanum, Highway 10/SR97, and
some new developments.
The West University Way project proposed will be a major financial impact to both light and gas utilities.
Both utilities will be required to relocate their existing infrastructure and make new service connections to
all the customers in the project boundary. There is no outside funding available for these costs so it will
come from our rate payers.
October 1, 2017 began the next rate period with BPA and purchase of a second MW of Tier 2 committed to
back in 2012. BPA is delivering 0.418 aMW out of 2 aMW purchased based on the forecasted need. The
remaining amount is remarketing at $25.20/MW which is applied against 1 MW purchased at $51.65 and 1
MW purchased at $46.75. In October the net cost of 0.418 MW (305,040 kWh) of Tier 2 was $0.14338 per
kWh. All in cost for power in October was $0.04325/kWh. Our forecast shows a range of $.03653 to
$0.04896 per kWh for FY2018. We are locked into this situation for the remainder of the rate period which
ends September 30, 2019. Starting October 1, 2019 we will start receiving 1 MW of Tier 2 purchased from
Chelan PUD at $33.46 MW. October 2019 also brings the end of the Residential Exchange Program credit of
$310,000 per year.

Page 3 of 16

2017 Energy Services Department Report

Capital projects, expiration of the residential exchange credit and the BP20 rate increase will again raise
our light fund expenses for 2019 and beyond putting additional upward pressure on our rates.
Upcoming BPA things to watch; 1) BPA spill rate resulting from the March 27, 2017 U.S. District Court for
the District of Oregon ruling ordering “increased spill” for the Snake River dams. Potentially a 2% rate
increase for Ellensburg. 2) A cost recovery adjustment clause or CRAC (which is a temporary rate increase)
to increase BPA’s low financial reserves. , 3) monitor how/if BPA will participate in an energy imbalance
market that California created. All important issues to monitor in the next year as they all can significantly
affect our wholesale power costs.

ENERGY SALES STATISTICS
WEATHER
Heating degree days (HDD) are an objective record of weather conditions. A small increase in degree days
has a profound impact on energy consumption. In the first quarter of 2017 we had 3,383 HDD’s a 20%
increase over the same period of 2016. First quarter energy sales were up 12% for electric and 18% for
natural gas. 2017 ended with 7,075 HDD’s compared to 6,153 HDD’s for 2016 and well above the five-year
average of 6,378 HDD’s. 2017 had a 13% increase in degree days which was reflected in 18% increase in
natural gas and 8% increase in electricity sales for the year. City utility taxes generated from higher energy
sales contributed $74,636 extra to the general fund above the budgeted amount in 2017.
We closely follow temperature forecasts for the natural gas utility as we need to nominate natural gas into
the pipeline in advance to match our daily burn rate. During the extreme cold of January 2017 our natural
gas utility set a new burn rate record while keeping homes and business warm in subzero weather. The
below chart shows the burn rate in red and degree days in purple illustrating how locked together
temperature and our burn rates are. The green line is the nomination into the pipeline, which to some
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extent is a reaction to a forecast accurate or not. The bottom blue line is our fixed forward contract gas that
was partially curtailed on the 18th due to pipeline conditions.

This chart shows how cold January of 2017 was compared to past history and the large swing from January
2015.
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Here is a look at the long term history of Ellensburg’s annual heating degree days. Notice the swing from
2015 a warm winter to 2017 a colder winter. There are some peaks as recently as 1985, 1992 and 1996
but the overall trend is downward (warmer winters).

LIGHT FUND
BPA completed the two-year wholesale rate case - BP18 and released the final record of decision by the
administrator July 27, 2017. The overall rate increase was 5.4% for power and a 0.7% decrease for
transmission. In this rate case Ellensburg’s 3.4% overall forecasted increase was not the highest among the
BPA public utility customers for the FY2018–2019 period. Looking back just 8 years Ellensburg’s BPA
wholesale power rates have increased 28%. Looking forward BPA is forecasting another 43% in rate
increases over the next 10 years.
90 new services were connected in 2017 bringing the total actively billing meters to 9,702. Wholesale
energy purchases increased to 218,715,059 kWh well above the budgeted 205,772,598 kWh primarily
driven by the cold weather in January, February and December. Retail kWh sales ended the year at
214,261,739 kWh up 8% with a corresponding increase in revenue billed up 10%. Total line losses were
very low at 2% (the difference between purchased and metered sales billed) which is very good or in other
words we are billing 98% of what we purchase. Other utilities will have line losses as high as 12%.
The Helena Ave Substation was completed late summer of 2016 and served loads all winter. Troubles with
some of the equipment caused the station to be offline for a period in the 2017 summer months. They were
resolved and the station was placed back into service before the 17-18 winter heating season. East
Ellensburg substation received a long awaited upgrade with a circuit switcher and control system
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installation that was completed fall of 2017. In addition 2 of the 4 getaways were rebuilt increasing
reliability to CWU and others served from East Ellensburg.
In 1998 BPA was increasing the cost to provide transformation of 115 kV to 12.5 kV for utilities. The City
chose to purchase the two large distribution transformers serving Ellensburg that were sitting in BPA’s
yard for $365,000 vs: paying an ongoing expense for every kWh delivered. We have paid $1,250 per year
for the ground in BPA’s substation under the transformers per a 20 year agreement. In 2008 the first
distribution transformer transition at Dolarway was completed removing a 1945 transformer from service
in the BPA substation. It was replaced with a new distribution transformer in the City’s substation and
included space to set a second transformer. This year BPA is renegotiating the rental charge for the
ground under our transformer in their yard at an undetermined rate. Replacing that second transformer
by placing a new transformer in the City’s Dolarway substation is the next big project. Based on the current
capital improvement plan the timeframe to complete this work is from 2020-2022.
No major new sub-divisions were built in the City limits this year but several of the existing ones had
additions to them increasing the lots available to build on. The west interchange roundabout required all
utilities to relocate outside the circle, Bull Road utility work is in the final design phase and will go to
construction next year, utility extension past University Auto on SR97 is about to begin, the gaps in Bowers
Road utilities are being connected to complete that project and tree trimming was completed in November.
Power outages caused by rodents are down this year with the installation of rodent guards on several
affected transformers. The Light Dept. is nearing full deployment of radio read meters or ERT’s. That has
been ongoing since the first ones were installed in 2006. With full ERT deployment reading time is reduced
and the billing process efficiency is improved.

GAS FUND
78 new services were connected in 2017 bringing the total actively billing meters to 4,664. Wholesale
energy purchases increased to 7,859,680 Ccf well over the 7,365,965 Ccf budgeted, again driven by colder
weather. Retail Ccf sales ended the year at 8,156,565 Ccf up 10% over budget. Billed rate revenue ended
the year up 14% compared to 2016.
Nobles Americas, the new provider for natural gas asset management services, proved to be a valuable
partner in the first 3 quarters of 2017. This critical service keeps natural gas flowing to our gate at the
lowest possible cost. Nobles Americas was acquired by Mercuria Commodities Canada Corp. on September
29, 2017. Mercuria Commodities is an international corporation of Cyprus and Switzerland with an office
in Houston. They are learning how to accommodate our needs under the asset management agreement.
The natural gas utility is a much more hands on process to procure wholesale energy than the light utility.
The City’s risk management strategy for purchasing natural gas continues to be hedging approximately
50% of its November-March burn in fixed forward contracts. Typically, we purchase a portion of the
winter supply a couple years out to guard against sudden spikes. We have completed multiple fixed
forward purchases through March of 2020 at this time.
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Following fixed forward purchases, the balance of our annual supply consists of gas daily market purchases
and storage capacity. This year we added an interruptible storage contract at Jackson Prairie located near
Chehalis Washington to the mix. Under a pay if you use it tariff this was an effort to reduce the premium
paid for gas daily during weather driven price spikes and proved valuable in the 1st quarter of 2017. Dollar
cost averaging of Nov-Mar fixed forward contracts, possible monthly index purchase, storage capacity and
the least cost basin gas daily supply has provided the best weighted average cost of gas. That provides an
acceptable level of risk and rate stability for our customers.
Wholesale natural gas costs had dropped in 2015, came back up a little in 2016 and dropped again in 2017.
Looking back at 2017 our overall all-inclusive wholesale cost of natural gas delivered to our gate was
$0.4001 per Ccf compared to $0.4937 per Ccf in 2016. Retail natural gas rates are based on a fixed
distribution charge set by Council plus the cost of gas purchased and utility taxes. Long term wholesale gas
prices are very stable or trending down a little.

Williams Northwest Pipeline
Late in 2016 a rate settlement was reached between the shippers and Northwest Pipeline. This is a once
every 5 year or so process in which the pipeline negotiates with the shippers the transport rate to move
natural gas on the pipeline. Staff participated in multiple negotiation meetings and was able to preserve
our small customer preferential rate as a result. A settlement was reached with the shippers and then
Northwest Pipeline filed it with the Federal Energy Regulatory Commission (FERC) early in 2017.
Unfortunately, FERC lost its quorum when 4 of the 5 commissioners resigned under the new Trump
administration. It took until August to regain enough members to have a quorum so FERC could do
business. The Northwest Pipeline rate case was approved in one of the first actions taken by FERC when
new appointees made a quorum.
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The map below shows an overview of the pipeline and major points. We have several long term firm
transportation contracts with receipt points at Sumas at the Canadian Border, Opal Wyoming and Clay
Basin Utah that date back to 1957. We have long term contracted storage capacity at Clay Basin in Utah,
Plymouth LNG and Jackson Prairie both in Washington. The Kemmerer compressor on the Rockies side
and Chehalis compressor on the Canadian side are major constraint points which cause our gas supply to
get cut during extreme weather events. When this happens we must replace that gas with gas from the
opposite side of the system such as Sumas or our newest contracted capacity, Jackson Prairie (JP)
interruptible storage capacity. We inject into JP prior to a cold snap then pull it back out during the cold
snap at a lower cost than the weather driven day prices.

Clay Basin underground natural gas storage facility is located in the north east corner of Utah. It is a
depleted gas field that was developed in 1976 into a storage facility with 44 wells injecting and
withdrawing natural gas from a sandstone formation 5,600 to 5,800 feet underground. Total working
capacity is 54,581,000 MMBtu or roughly 70 times the total annual natural gas purchases of Ellensburg.
We inject low cost day gas (up to 127,800 MMBtu’s) during the summer months and pull that natural gas
back out during the winter months when day gas prices are much higher. In 2017 the weighted average
cost of natural gas in Clay Basin November 1st was $2.54. Placing a value on the Clay Basin capacity is tough
as it varies from year to year based on the differential of summer to winter pricing. For example;
November/December 2017 day prices averaged $2.70 MMBtu which is low for that time of year. The first
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week of January 2018 they jumped up to $4.60, February of 2014 averaged $7.18 per MMBtu with a one
day spike to $27.13 per MMBtu. Clay Basin storage gas in another way we stabilize our retail natural gas
rates for our customers.
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This chart is provided to illustrate how Ellensburg compares to other delivery points on the Williams Northwest Pipeline - Wenatchee
Lateral.

Wenatchee Lateral 2017 Total Nominations
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TIER 2 POWER SUPPLY
2017 was our 4th year of receiving 1 aMW of Tier 2 power. Beginning October 1, 2017 a 2nd MW of Tier 2
was purchased but not delivered. It was committed to in 2012 as part of our energy forecast done by BPA.
Through 2016 our overall load had not grown, instead due to conservation, weather and other variables it
had gone down somewhat. In 2017 energy sales have increased partially due to the colder weather in the
1st quarter and December. In 2017 more of our Tier 2 purchase was remarketed than we received. Overall
our net cost of Tier 2 power is $113 per MW in 2017 compared to our $38 per MW Tier 1 power. While we
are conserving energy and installing additional solar capacity, it compounds the cost problem of Tier 2
supply under the rigid Tiered Rate Methodology power supply contract with BPA.

ENERGY EFFECIENCY AND CONSERVATION STRATEGY
Energy Services role in the 2017-18 Energy Efficiency and Conservation Strategy objectives was to provide
informational handouts and tips with energy bills, targeted especially to University students. The City’s
web page was updated in 2017. The home page has links to the Renewable Energy product and there is
extensive information on conservation under the Energy Services section. Bill stuffers are not effective as a
large percentage of customers especially students pay online. We do not know who the students are as
there is no check box to identify them when they apply for service. We are working on a list server through
CWU to promote energy conservation via email.
The banner on the Ellensburg reusable carryout bag sponsored by the conservation and education funds
are shown below. The images will appear on the bags and be an ongoing reminder for supporting
renewable energy.
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BPA ENERGY CONSERVATION PROGRAM
57 projects were completed and paid out between January 1, 2017 and September 30, 2017, the end of the
BPA rate period. A final CY2017 submittal to BPA was made in December for 3 additional projects under
the BP18 rate period. The total paid out to customers in CY2017 was $387,183 for an annual energy
savings of 1,523,139 kWh under the BPA program. The municipal street lights were changed out to LED’s
this year. That project was not submitted to BPA for reimbursement but we did claim the energy savings as
self-funded by the City. Total annual energy savings from the street lights is 1,393,342 kWh/yr. Another
large project was the ultraviolet disinfectant lights LED upgrade project at the waste water treatment plant.
These lights treat the effluent discharge of the plant and are on 24x7x365. 608 incandescent lamps were
replaced with 120 LED lamps reducing energy consumption by 44%. We were able to provide $24,484 in
BPA funding to assist that project. Total annual energy savings achieved in CY2017 was 3,916,481 kWh.
Residential - DHP,
Insulation, LED's
1%

Municipal Street
Lights
43%
Commercial Lighting
55%

Commercial
Refrigeration
1%

There were enough signed projects to fully utilize our BPA Energy Efficiency funding by September 30,
2017 however, some of the larger projects did not complete on time leaving us with an unused budget
balance that could not be carried forward. As a recipient of other utilities funds in the past we decided to
donate $25,000 of our budget to Ferry County Public Utility District who had a need for additional funding.
This left us with a smaller budget balance of $4,565 which could be carried forward into the BP18 budget
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cycle. Together with the $479,000 BP18 budget we have $483,565 for the BP18 rate period to incentivize
energy efficiency upgrades including several kinds of heat pumps.
Ellensburg has a long history of conservation project completion dating back to 1985. Historically we have
not provided incentives to install heat pumps as a conservation measure. Heat pumps are a more efficient
use of electricity compared to resistance heat but they create new electric consumption during summer
months while providing air conditioning. As part of the 2016 Tier 2 Supply decision Council directed staff
to begin providing all the types of heat pump incentives BPA offers. That has been launched with
information circulated to HVAC installers and added to our conservation webpage. A total of 3 ductless
heat pumps were paid rebates in CY2017.
The City has been working with HopeSource to weatherize low income senior and low income disabled
customers of the City since 2014. HopeSource expressed an interest in expanding conservation efforts to
more than just the low income senior and low income disabled rate class customers and for more than just
weatherization. BPA’s Energy Efficiency program has several other measures available including ductless
heat pumps that offer incentives at higher level for qualified low income households. A new agreement was
adopted by Council in January of 2018 which will enable a larger group of low income customers to receive
assistance installing ductless heat pumps and weatherization measures.
At the end of 2017 we have 36 projects we are working with for various conservation projects including 2
ductless heat pumps.

RENEWABLE ENERGY
Incentives to install private rooftop solar was authorized by Council for 2017-2018. The incentive was
$1,000 per kW of system size up to a maximum of $5,000 per customer. The 2017 budget of $75,000 was
committed by the first of April to 15 systems with a capacity of 305 kW. 7 additional systems were
installed without incentives totaling 102 kW. The total increase in solar capacity in 2017 was 407 kW
bringing the total solar generating capacity in the City’s distribution system to 959 kW. Annual kWh
generation is estimated at 1,390,500 kWh.
Renewable Energy Park
Since the expansion (Phase 3) was energized in April of 2017 through December 31, 2017 it has produced
164,228 kWh. Total generation for Phases 1, 2 & 3 totaling 304 kW at the Renewable Energy Park in 2017
was 231,497 kWh with a wholesale value of $9,385. In 2016 the overall average consumption of all
residential customers was 8,844 kWh per year. That includes residences with natural gas as their primary
or partial space and or water heating source. 231,497 / 8,844 = about 26 residences and 0.11% of our BPA
purchases for that period.
On July 6, 2016 a Voluntary Renewable Energy Rate was created in Ordinance 4706 to market the output of
the Community Solar facility. This was to provide a self-funding mechanism to provide renewable energy
education and maintain the solar facility. An application was created, promotional material added to the
City’s webpage and a checkbox was added to our utility service application to receive renewable energy.
117 units are presently subscribed for with a total revenue of $2,435 in 2017.

Page 14 of 16

2017 Energy Services Department Report

NATURAL GAS MARKETING PLAN SUMMARY
Conservation funding for our natural gas customers is derived from retail rates and has been focused on
natural gas marketing efforts, fuel switching and incentives for developers to install natural gas appliances
in construction of new homes since mid-2014. This has been a successful effort to help minimize Tier 2
power purchases by converting some electric heating appliances to natural gas and promote the least cost
energy option for our customers. Council authorized funding to continue in the 2017-18 budgets.
Of the 871 new single family homes built inside the City limits in 2017, 29 were all electric and 58 were a
combination gas & electric2. 23 customers installed gas appliances as a result of the Fuel Switching rebate
program and 20 new natural gas services were installed outside the City limits in 20172.
There were 54 residential and commercial rebates paid out as of December 31, 2017.




New construction rebates
Fuel Switching rebates
Gas equipment efficiency upgrade rebates

$28,200
$21,550
$18,400

The natural gas utility installed 366 new services since 2010 yet the number of meters actively billing has
been on a downward trend. Active residential customer count at the start of 2017 was 3,837. 78 new
services were installed in 2017 but at the end of the year the actively billing services only increased by 66
to 3,903 residential services3.
1 Community

Development December 2017 Permit Report Summary
Energy Services Work Orders
3 Billing System Statistics
2

Respectfully submitted by Shan Rowbotham
Energy Services Power & Gas Manager
January 18, 2018
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CONTACT INFORMATION

LARRY DUNBAR
DIRECTOR

SHAN ROWBOTHAM
POWER & GAS MANAGER

BUDDY STANAVICH
RATE ANALYSIS

Tel 509-962-7226
dunbarl@ci.ellensburg.wa.us

Tel 509-962-7251
rowbothams@ci.ellensburg.wa.us

Tel 509-962-7225
mstanavich@ci.ellensburg.wa.us

City of Ellensburg
Energy Services Department
501 N Anderson Street
Phone 509-962-7124
www.ci.ellensburg.wa.us
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