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T/?9/VS/T Report No: 
Meeting Date: 

Alameda-Contra Costa Transit District 

STAFF REPORT 
TO: Operations Committee 

AC Transit Board of Directors 

FROM: David J. Armijo, General Manager 

SUBJECT: MMA Solar Panel Contract Buyout 

ACTION ITEM 

RECOMMENDED ACTION(S): 

14-083 

April 9, 2014 

Consider receiving a report and approving the buy-out of a District contract with MMA ACT 

Power, LP for the solar power systems that provide solar energy at Divisions 4 and 6. 

EXECUTIVE SUMMARY: 

The District entered into a contract with MMA ACT P.ower, LP in May 2007 to purchase power 
generated by the PV solar system installed and owned by MMA at the District's Seminary and 
Hayward facilities. The contract term extends for 20 years from the date the equipment was 
placed in service (May 2007). At the end of the 72nd month of the operations (April 30, 2013), 
the contract provided the District with three options moving forward. 

1. Maintain the existing relationship "As-Is" with escalated energy costs per contract. 
2. Exercise the buyout option at the greater of market value or the termination value 

and continue to consume the power generated by the system. 
3. Terminate the contract paying MMA the termination value and abandoning the 

system. 

A financial analysis was prepared to determine which of the three options would mm1m1ze 
energy costs the greatest over the remaining 14 years of the contract with MMA. This report 
compares these three options and recommends that the District move forward with option #2 to 
exercise the buyout option with MMA and continue to consume the power generated by the 
system. The results of the analysis show that by choosing option #2 the payback period would 
be realized in 9 years, 3 months and any energy generated from that point would be without 
cost to the District. However, the recommendation to choose option #2 is based on the agency 
having the system physically inspected and tested by a solar system expert to confirm its long
term viability. 
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BUDGETARV/FISCALIMPACT: 

The cost ofthe contract buyout with MMA is $1,507,762 and is approved in the District capital 

budget. The funds are District Capital but counted as excess match against an FTA grant. They 

are the 'Federal interest' from the early retirement and sale of 71 federally funded NAB I buses. 

BACKGROUND/RATIONALE: 

In February 2006, the AC Transit Board of Directors authorized the General Manager to enter 

into a Solar Services Agreement with Powerlight Corporation, granting a rooftop easement at 

the D4 Seminary facility and the D6 Hayward facility for the construction of solar photovoltaic 

panels (see Attachment 5- GM Memo 06-032). The contract required AC Transit to purchase 

the power produced by these PV solar panels at a predetermined contract price. The contract 

term was 20 years from the date placed in service but there was a buyout/ termination option 

at the end of the 72"d month of operations. A financial evaluation comparing Powerlight rates 

in the proposed project with projected PG&E rates for electricity over the life of the contract 

was prepared by District staff. The evaluation reported that PG&E rates increased an average 

of 8% per year in the preceding 20 years and if the trend continued would be higher than the 

Powerlight rates over the 20 year contract period. Staff also reported that photovoltaic cells 

would generate clean electricity and reduce the District's dependence on the PG&E power grid. 

As such, the evaluation recommended that the General Manager and Board of Directors 

approve the capital project and contract. later, Powerlight assigned its interests in the project 

to MMA ACT Power, LP and ultimately the contract for the Solar Services was between AC 

Transit and MMA. 

The cost paid to MMA per kWh at commissioning, in May 2007, was $0.136 and increased a 

modest 3% each year, for 6 years, to $0.1576 in April 2013. To determine how the District has 

fared so far under the contract with MMA, we prepared a comparative historical analysis 

between the amounts paid to MMA from June 2007 to January 2014 (or since the systems 

commissioning) and what it would have cost for the same amount of energy in that time period 

from PG&E. The results of the historical cost analysis show that from 2007 to 2014, the District 

paid an estimated $88,687 more to MMA for the electricity the solar panel system produced 

than if it had purchased the same amount of electricity from PG&E in that time period (see 

Attachment 1). The actual PG&E rates for electricity in this time frame were much lower than 

the projected rates in the District financial evaluation and hence the cost differential. 

In May 2013 and per the terms of the contract with MMA, the kWh rate jumped 36.3% to 
$.215/kWh- this is approximately 50% higher than current PG&E rates for electricity. The kWh 
rate will increase 6.5% every year until the contract expires in 2027, at which time the District 
will then own the solar panel systems and the energy it produces at D4 and D6 outright. The 
District also has the option of immediately buying out the contract with MMA for a fee of 
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$1,507,762. If the buyout is exercised the District would have the option of continuing to run 
the solar system and using the energy it produces or completely shutting down the system and 
purchasing energy from PG&E at grid power rates. 

The District must determine whether to: 

1. Continue purchasing energy/electricity produced by the solar panel systems on a 

monthly basis from MMA (i.e., accept the higher than market rates for the duration of 

the contract period); 

2. Have the system inspected by a solar system expert to determine if it is physically 

sound and will remain productive over the remaining years of the contract. If the 

results of this inspection are favorable, exercise the buyout option and pay $1,507,762 

termination fee to MMA and own the system and all the electricity it produces going 

forward (this may result in a savings but will not increase the cost of the service going 

forward) or; 

3. Pay MMA the $1,507,762 termination fee and then abandon the system entirely (the 

agency would still be required to pay PG&E rates going forward). 

ADVANTAGES/DISADVANTAGES: 

This report evaluates the options associated with the 72 month buyout/termination provision 
and compares them to the alternative of maintaining the existing relationship. The report and 
financial analysis prepared makes a provision for performance degradation, annual operations 
and maintenance expenses, as well as a provision for inverter replacement at the mid-life of the 
system. A complete analysis of the three options shown above follows with a recommendation 
for proceeding with the most beneficial option to the District. 

BUSINESS ANALYSIS 

Option 1 

Leave the contact "As-Is" and continue to purchase energy at the escalated rate prescribed in 

the contract. Beginning in May 2013, the kWh cost of energy increased to $0.215 and will 

escalate 6.5% annually by contract. 

Benefits - Continuing to maintain the contract "As-Is" continues to offer the benefits that are 

currently available to the District. 

1. Continued availability of renewable energy at a pre-determined rate that is known to 

the District. 

2. Insulation from Operations and Maintenance costs and issues. 

3. Insulation from system failure and repair costs and issues. 

4. No capital cost outlay. 
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Costs- Continuing to maintain the contract "As-Is" will have a dramatic impact on the electricity 

utility costs at both the D4 Seminary facility and the D6 Hayward facility. 

1. Operating costs will increase. Electric costs increased 36.4% (from $.157 to $.215) on 

May 1, 2013. 

2. Operating costs will continue to increase over time by the rate of 6.5% per year for the 

next 14 years. 

Risks- for this option are very low except for the negative impact on operating costs over time. 

Option 2 

Have the system inspected by a solar system expert to determine if it is physically sound and 

will remain productive over the remaining years of the contract. If the results of this inspection 

are favorable, exercise the $1,507,762 MMA buyout option in the contract and continue to 

consume the power generated by the system. 

A cash flow analysis modeling the buyout of the system was prepared with the results shown in 
traditional dollars (see Attachment 2) and also present value dollars (discount rate of 3.5%- see 
Attachment 3). The analysis compares the option of continuing to purchase energy/electricity 
produced by the solar panel systems on a monthly basis from MMA; exercising the $1,507,762 
buyout option with MMA and owning the system and all the electricity it produces going 
forward; or pay MMA the $1,507,762 termination fee and then abandoning the system. 

The financial analysis results estimate that by exercising the $1,507,762 buyout with MMA and 
owning the energy it produces going forward that the payback should be realized in 
approximately 8 years, 2 months in traditional dollars (1'' quarter of fiscal year 2022-23) and in 
9 years, 3 months (1'' quarter of fiscal year 2023-24) in present value dollars. Over the life of 
the contract, we estimate that the District will save $763,016 in present value dollars by 
exercising the buyout option with MMA. Therefore, this business analysis is recommending 
option #2 as the preferred option. 

Benefits - The key benefits of moving forward to exercise the $1,507,762 buyout option with 

MMA and continue to consume the power generated by the system are directly related to 

operational cost savings. 

1. Reduced operating costs during the remaining life of the PV solar system. In the 

attached financial analysis, we estimate that the District could save $763,016 (in present 

value $$) by paying the contract buyout fee to MMA. There would be no cost to 

operations for the use of the power generated by this system. 

2. The funding for the buyout of the MMA contract was approved in the current AC Transit 

capital budget. 

Costs- Provisions need to be made for the cost associated with the capital purchase as well as 

the operations and maintenance ofthe system. 
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1. An initial cash outlay of $1,507,762 for the contract buyout to MMA. 

2. Operations and Maintenance expense of $15,000 for the first year then escalated 3% 

per year are included in the financial analysis. 

3. A provision has been made in the analysis to provide $135,172 for inverter replacement 

at the mid-life of the system. 

4. PV solar panels have 18 years remaining on their manufacturer's warranty. No other 

warranties are in effect. 

5. Hire a solar system expert to inspect the system and determine that it is physically 

sound and will remain productive over the remaining years of the contract. 

Risks - The greatest risk with exercising the buyout option and in effect owning the system 

would be if the system degrades faster and produces significantly less electricity than expected. 

This would mean that the benefits of energy produced would be diminished and the 

introduction of replacement costs from PG&E at grid power rates. 

The US Department of Energy shows the average degradation rate for these solar systems is 
0.5% annually; this value was incorporated in the financial analysis. A comprehensive review of 
the system performance over the last 7 years was conducted to evaluate the overall health of 
the system and to determine if a more aggressive degradation schedule should be adopted. The 
system has shown no definitive degradation over the past 7 years so no additional performance 
declines have been programmed in the financial analysis. 

Option 3 

Exercise the termination clause of the contract paying MMA the $1,507,762 termination value 
and abandoning the system. This option is not viable because it would cost the District the 
same capital expense to abandon the system as it would to buy the system and continue using 
the energy produced. 

Benefits-There are a few benefits to this option, none of which are fiscally tangible. 

1. No operations, maintenance or repair costs. 

2. Roof tops would be freed of PV solar equipment. 

Costs- The district would be obligated to pay MMA the termination value of $1,507,762 if the 

election to terminate the contract was selected. This is likely the same value that the District 

would be obligated to if the District were to elect to purchase the system. 

1. Termination value of $1,507,762 paid to MMA. 

2. All power purchased from PG&E up to the projected system output at the grid power 
rates for the following 14 year period. 
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ALTERNATIVES ANALYSIS: 

The preferred and recommended solution is option 112, to exercise the buyout option of 

$1,507,762 and continue to consume the power generated by the system. 

The business case financial analysis indicates that option 112 is the preferred fiscal selection. 
The initial capital cost of $1,507,762 plus any additional costs to the project will be recovered in 
8 years, 2 months in traditional dollars and in 9 years, 3 months in present value dollars. 
Effectively, any power utilized from this system after the payback period is reached is without 
cost to the District or need to purchase from the PG&E energy grid. 

There are variables associated with the recommended solution. The primary risk factor is the 
system production over time. Since the District is paying a fixed price for whatever production 
the system can generate, the average cost per kWh is based solely on the production of the 
system. The value of the system purchased can be maximized if we are able to minimize the 
amount of supplemental power that we have to buy from the grid. 

Key issues in maximizing the system output include proactive operations and maintenance 

provided by an outside vendor, timely system repairs as part of the O&M contract, and a 

reasonable level of online performance monitoring. Also, the District should consider hiring a 

solar panel system expert to inspect the systems at D4 and D6 and determine its current 

physical condition and estimate future maintenance costs and viability over the next 14 years. 

If results from the expert analysis are favorable, the District should consider paying the 

$1,507,762 buyout fee to MMA. If the system continues to produce energy at current levels 

and maintenance costs remain low, we estimate that the District would save $763,016 (in 

present value$$) by paying the contract buyout fee to MMA. 

PRIOR RELEVANT BOARD ACTIONS/POLICIE 

GM Memo 05-237a- Authorization to Negotiate Solar Services Contract (12/7 /2005) 
GM Memo 06-032- Approval of Solar Services Contract (2/1/2006) 
GM Memo 06-229- Update on Solar Services Agreement (10/4/2006) 

ATTACHMENTS: 

1: Analysis of MMA vs. PG&E Rates for Electricity from FY 2008- FY 2014 

2: Comparison of MMA Contract Options 

3. Projected Cash Flow Analysis of MMA Contract Buyout 

4. GM Memo 05-237a- Authorization to Negotiate Solar Services Contract (12/7 /2005) 

5. GM Memo 06-032- Approval of Solar Services Contract (2/1/2006) 

6. GM Memo 06-229- Update on Solar Services Agreement (10/4/2006) 
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Department Head Approval: 
Reviewed by: 

Prepared by: 

David J. Armijo, General Manager 
Denise C. Standridge, Interim General Counsel 
lewis G. Clinton, Chief Financial Officer 
Alan Parella, Internal Audit Manager 
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Analysis of MMA vs. PG&E Rates for Electricity 14-083 Attachme nt 1 
From FY 2008-2014 

(1-2=3) {3x4 = 5) 

1 2 3 4 5 

Name of Vendor PG&E MMA Tota l Net 

Vendor ID 10593 12420 Net MMAKwh Change 

(Average Rates) (Fixed Rates) Change Billed in Dollars 

FY 2008 

$0.1126 $0.1360 -$0.0234 827,935 $ (19,344.05) 
Tota l Average Rate $0.1126 $0.1360 -$0.0234 827,935.44 $ (19,344.05) 

FY 2009 

$0.1255 $0.1400 -$0.0145 702,287 $ (10,197.72) 

Total Average Rate $0.1255 $0.1400 -$0.0145 702,287.29 $ (10,197.72) 

FY 2010 

$0.1336 $0.1443 -$0.0107 743,158 $ {7,935.46) 

Total Average Rate $0.1336 $0.1443 -$0.0107 743,157.89 $ (7,935.46) 

FY 2011 

$0.1474 $0.1486 -$0.0012 741,093 $ (881.89) 

Total Average Rate $0.1474 $0.1486 -$0.0012 741,093.19 $ {881.89) 

FY 2012 

$0.1468 $0.1531 -$0.0063 769,091 $ (4,873.38) 

Total Average Rate $0.1468 $0.1531 -$0.0063 769,091.00 $ (4,873.38) 

FY 2013 

$0.1397 $0.1577 -$0.0180 708,097 $ (12,734.23) 

Total Average Rate $0.1397 $0.1577 -$0.0180 708,097.00 $ (12,734.23) 

FY 2014 

(thru Jan 2014) $0.1490 $0.2150 -$0.0660 495,974 $ (32,720.28) 

Total Average Rate $0.1490 $0.2150 * -$0.0660 495,974.00 $ (32, 720.28) 

Total Gain (Loss) 4,987,635.81 $ (88,687.01) 

* Per contract, rates went up t o $.215/kWh beginning in May 2013 and will increase 6.5% every year until termination of contract in 2027. 
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Assumptions 
Annual Power Degradation Rate 
Annual MMA Price Escalation Rate 
Annual O&M Escalation Rate 
Current Average PG&E Rate /kwh 
Estimated PG&E Escalation Rate 

Maintain Contract As-Is 
Projected Generation (kWh) 
MMA Price (/ kWh) 

Annual Cost of Power from MMA 
Cumulative Cost of Power from MMA 

Purchase the System 
Capital Cost 
Operations & Maintenance 
Inverter Replacement 

Annual Cost of Purchase 
Cumulative Cost of Purchase 

Tennlnate the Contract 
Capital Cost 
Average PG&E Rate per kwh 
Cost of Power from PG&E 

Annual Costto Terminate 
Cumulative Cost to Terminate 

Payback Period - 8 years 2 Months 

MMA Buyout Analysis 3 Options with Graph 

0.50% 
6.50% 
3.00% 
$0.125 
3.00% 

Comparisons of MMA Contract Options 
PV Solar Systems at Seminary and Hayward 

Issue: There are three options open to AC Transit In this Power Purchase Agreement. The options are: 
1) Continue as-Is. 2) Purchase the System. 3) Terminate the contract and buy a like amont of 
power from PG&E 

Goal: Make the contract election that best minimizes the costs associated with this contract. 

2014·15 ~0 1 5·10 2016-17 20 17-18 2018-19 2019-20 2020-21 2021 -22 2022-23 2023·2~ 202~ 25 2025-26 2026·27 
. Year l Yt~.H2 Y"ar3 Year4 YearS Ye.u6 Ye.u7 YearS Year9 Year10 Ye.u1 1 Year 12 Year13 

769,734 765,885 762,056 758,246 754,454 750,682 746,929 743,194 739,478 735,781 732,102 728,441 724,799 
0.229 0.244 0.260 0.277 0.295 0.314 0.334 0.356 0.379 0.404 0.430 0.458 0.488 

176,250 186,768 197,913 209,723 222,239 235,501 249,554 264,446 280,227 296,950 314,670 333,448 353,347 
176,250 363,017 560,930 770,654 992,892 1,228,393 1,477,947 1,742,393 2,022,621 2,319,570 2,634,241 2,967,689 3,321,035 

1,507,762 
15,450 15,914 16,391 16,883 17,389 17,911 18,448 19,002 19,572 20,1 59 20,764 21,386 22,028 

135,172 

1,523,212 15,914 16,391 16,883 17,389 17,911 153,620 19,002 19,572 20,159 20,764 21,386 22,028 
1,523,212 1,539,126 1,555,516 1,572,399 1,589,788 1,607,699 1,761,319 1,780,321 1,799,892 1,820,051 1,840,814 1,862,201 1,884,229 

1,507,762 
0.125 0.129 0.133 0.137 0.141 0.145 0.149 0.154 0.158 0.163 0.168 0.173 0.178 

96,217 98,608 101 ,058 103,569 106,143 108,781 111,484 114,254 117,094 120,003 122,985 126,042 129,174 

1,603,979 98,608 101,058 103,569 106,143 108,781 11 1,464 114,254 117,094 120,003 122,985 126,042 129,174 
1,603,979 1,702,586 1,803,645 1,907,214 2,013,357 2, 122,138 2,233,622 2,347,876 2,464,970 2,584,973 2,707,959 2,834,000 2,963,174 

7,000,000 

6,000,000 

5,000,000 

4,000,000 
- continue As-Is 

- Purchase the System 
3,000,000 

- Terminate 

2,000,000 

1,000,000 

4 6 10 11 12 13 14 15 16 17 18 19 20 

212112014 11:07 AM 
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Assumptions 

Annual Power Degradation Rate 
Annual MMA Price Escalation Rate 
Annual O&M Escalation Rate 
Discount Rate (Social ROll 

0.50% 
6.50% 
3.00% 
3.50% 

Analysis of MMA Contract Buyout 
Projected Cash Flow Analysis of MMA Contract Buyout 

Discounted Cash Flow Payback Analysis 

Sources of Cash 
Projected Generation (kWh) 
MMA Price (I kWh) 

Avoided Power Cost MMA 

Uses of Cash 
Cap~al Cost 

Total Sources 

Operations & Maintenance 
Inverter Replacement 

Total Uses 

Net Cash Flow 
Cumulative Cash Flow 

Discounted Cash Flow • 
Cumulative Discounted Cash Flow 

Sources of Cash 
Projected Generation (kWh) 
MMA Price (/ kWh) 

Avoided Power Cost MMA 

Total Sources 

Uses of Cash 
Capital Cost 
Operations & Maintenance 
Inverter Replacement 

Total Uses 

Net Cash Flow 
Cumulative Cash Flow 

Discounted Cash Flow • 
Cumulative Discounted Cash Flow 

Payback Period· Traditional Cash Flow = 
Payback Period • Discounted Cash Flow = 

2014-15 2015-1G 2016-17 ~017 - 111 20IIJ I~ 20 1~ -ZO 2020-21 2021 -22 2022-23 2022·23 
YcJr 1 Yc~r 2 Yc<Jr J Year -1 Yt:dr 5 YetJr G Year 7 Yc<Jr 8 Yc~1r 9 Year 10 

769,734 765,885 762,056 758,246 754,454 750,682 746,929 743,194 739,478 735,781 
0.229 0.244 0.260 0.277 0.295 0.314 0.334 0.356 0.379 0.404 

176,269 186,788 197,935 209,746 222,263 235,526 249,581 264,475 280,258 296,982 

176,269 186,788 197,935 209,746 222,263 235,526 249,581 264,475 280,258 296,982 

1,507,762 
15,450 15,914 16,391 16,883 17,389 17,911 18,448 19,002 19,572 20,159 

135,172 

1,523,212 15,914 16,391 16,883 17,389 17,911 153,620 19,002 19,572 20,159 

(1,346,943) 170,874 181,544 192,864 204,874 217,616 95,961 245,474 260,686 276,823 
(1,346,943) (1,176,068) (994,525) (801 ,661 ) (596,787) (379,172) (283,211 ) (37,737) 222,949 499,773 

(1 ,346,943) 159,513 163,742 168,070 172,498 177,030 75,425 186,416 191,274 196,245 
(1 ,346,943) (1,187,430) (1,023,688) (855,618) (683,120) (506,090) (430,665) (244,249) (52,976) 143,269 

2024-25 2025-26 2026-27 2027-28 2028-29 2029-30 2030-31 2031 -32 2032-33 2033-34 
Ycar11 Ycar12 Ycar 13 Ycar14 Y~~1r1S Yc.u16 Ycar17 Ycar 18 Year19 Ycar20 

732,102 728,441 724,799 721 ,175 717,569 713,981 710,411 706,859 703,325 699,808 
0.430 0.458 0.488 0.519 0.553 0.589 0.627 0.668 0.711 0.758 

314,705 333,485 353,385 374,474 396,820 420,500 445,594 472,185 500,362 530,221 

314,705 333,485 353,385 374,474 396,820 420,500 445,594 472,185 500,362 530,221 

20,764 21 ,386 22,028 22,689 23,370 24,071 24,793 25,536 26,303 27,092 

20,764 21,386 22,028 22,689 23,370 24,071 24,793 25,536 26,303 27,092 

293,941 312,098 331,357 351 ,785 373,451 396,430 420,801 446,648 474,060 503,130 
793,714 1,105,812 1,437,169 1,788,954 2,162,405 2,558,834 2,979,635 3,426,284 3,900,343 4,403,473 

201,334 206,541 211 ,871 217,326 222,909 228,623 234,472 240,458 246,585 252,856 
344,603 551,144 763,016 980,342 1,203,251 1,431,874 1,666,346 1,906,804 2,153,389 2,406,245 

6 Years 2 Months 
9 Years 3 Months 

MMA Buyout Analysis Cash Flow Traditional and Discounted 2/21/2014 11:07 AM 
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I ACTION MEMO I 14-083 Attachment 4 

AC TRANSIT DISTRICT 
Board of Directors 
Executive Summary 

Committees: 
Planning Committee 
External Affairs Committee 

Board of Directors 

D 
D 

X 

GM Memo No. 05-237a 

Meeting Date: December 7, 2005 

Finance Committee 
Operations Committee 

Financing Corporation 

D 
D 

D 

SUBJECT: HOLD PUBLIC HEARING ON DECEMBER 7, 2005, AT 2:00 P.M. IN 
THE BOARD ROOM, 1600 FRANKLIN ST., OAKLAND, TO CONSIDER 
ADOPTION OF RESOLUTION NO. 05-040 MAKING THE 
APPROPRIATE FINDINGS UNDER GOVERNMENT CODE SECTION 
4217.12(a) AND AUTHORIZING THE GENERAL MANAGER TO 
NEGOTIATE ENERGY SERVICE CONTRACT(S) FOR THE 
INSTALLATION OF PHOTO-VOLTAIC/SOLAR POWER GENERATION 
AT THE HAYWARD AND SEMINARY FACILITIES AND AUTHORIZING 
THE FILING OF A NOTICE OF EXEMPTION UNDER THE 
CALIFORNIA ENVIRONMENTAL QUALITY ACT 

RECOMMENDED ACTION: 

BOARD ACTION: Approved as Recommended [xl 
Approved with Modification(s) [ I 

Other [ I 

President Wallace opened the public hearing. No one appeared to speak for or against 
the proposal. The public hearing closed. 

The record will show that written public testimony was received from Patrick Haggarty in 
support of the proposal. 

MOTION: PEEPLES/HARPER to adopt revised Resolution No. 05..040 as presented 
[Staff will bring the contract back to the Board for final review.] (5-0-0-2). 

Ayes: 

Noes: 
Abstain: 
Absent: 

Director Peeples, Vice President Harper, Directors Jaquez, Bischofberger, 
President Wallace - 5 
None -0 
None -0 
Directors Hayashi, Kaplan- 2 

The above order was passed on 
December 7, 2005. 

Rose Martinez, District Secretary 

~--------------------
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GM Memo No. 06-237a 
Subject: Hold Public Hearing on December 7, 2005, at 2:00P.M. in the Board 

Room, located at 1600 Franklin St., Oakland, To Consider Adoption 
of Resolution No. 05-040 Making the Appropriate Findings Under 
Government Code Section 4217.12(A) and Authorizing the General 
Manager to Negotiate Energy Service Contract(s) for the Installation 
of Photo-VoltaiciSolar Power Generation at the Hayward and 
Seminary Facilities and Authorizing the Filing of a Notice of 
Exemption Under the California Environmental Quality Act 

Date: December 7, 2005 
Page 2 of6 

D Information Only D Briefing Item 1:81 Recommended Motion 

Hold the Public Hearing and after receiving the testimony consider the adoption of 
Resolution No. 05-040 for December 7, 2005 

Fiscal Impact: 

If the Board approves this project it is expected to reduce the District's PG&E expenses 
at Divisions 4 and 6, the amount of the savings will depend on the fluctuation in PG&E 
rates. There are no capital outlay costs. 
BackqroundiDiscussion: 

Information Since Setting of Public Hearing 

At the November 9, 2005 Board meeting the motion to set the public hearing modified 
the original staff recommendation to change the authorization from the General 
Manager entering into an energy service contract, to the General Manager negotiating 
an energy service contract. It was the direction of the Board to bring the negotiated 
contract back to the Board for its approval. The title of this memo and the content of the 
resolution have been amended to reflect the Board's direction. 

Since the Board's action on November 9, 2005, setting the public hearing on this matter 
for December ih, the necessary public notices of the public hearing have been 
published in a variety of newspapers (Hayward Daily Review, Argus, Oakland Tribune, 
Alameda Times-Star and the San Francisco Chronicle), including ethnic newspapers El 
Mundo and Sing Tao Daily. 

In addition, Newsweek, in its November 21, 2005 issue, ran an article on Ten Eco
Friendly Companies. Number 8 on the list was Powerlight. A copy of that portion of 
the article regarding Powerlight is attached, as is their PowerPoint presentation 
received at the Board's November 9th meeting. 

Content of GM Memo 06-237 Received at the November gl!! Board Meeting 

Section 4217.12 is part of the Energy Conservation Contracts chapter of the 
Government Code. It authorizes a public agency, after holding a noticed public hearing, 
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GM Memo No. 05-237a 
Subject: Hold Public Hearing on December 7, 2005, at 2:00 P.M. in the Board 

Room, located at 1600 Franklin St., Oakland, To Consider Adoption 
of Resolution No. 05-040 Making the Appropriate Findings Under 
Government Code Section 4217.12(A) and Authorizing the General 
Manager to Negotiate Energy Service Contract(s) for the Installation 
of Photo-Voltaic!Solar Power Generation at the Hayward and 
Seminary Facilities and Authorizing the Filing of a Notice of 
Exemption Under the California Environmental Quality Act 

Date: December 7, 2005 
Page 3 of6 

to enter into an Energy Services Contract (ESC). Prior to entering into such a contract 
the Board must lind that the "anticipated cost to the [District] for thermal or electrical 
energy or conservation services provided by the energy conservation facility under the 
contract will be less than the anticipated marginal cost to the public agency of the 
thermal, electrical, or other energy that would have been consumed by the [District] in 
the absence of those purchases." 

Historically, solar power projects packaged with energy conservation retrofits, such as 
lighting efficiency upgrades, have been capital intensive and required the use of low 
interest loans available through the State and had long term paybacks of 15 years or 
more. However, the recently enacted Federal Energy Bill created new incentives for 
solar power projects by making rebates and substantial tax incentives available for 
private investors and solar power generators. This makes it financially attractive for AC 
Transit and other public agencies to consider a Power Purchase Agreement (PPA). 
This agreement includes zero capital outlay for the District and long term fixed pricing 
for power purchases. 

On November 17, 2004, the Board of Directors directed staff to continue investigating 
the feasibility of solar power at District facilities. During the past year, staff has met with 
the Vote Solar Initiative of San Francisco and several energy service companies to 
determine the feasibility of photovoltaic (PV) systems. 

The staff is considering an 850-Kilowatt combined system for Hayward Division 6 and 
Seminary Division 4. Project rebates from PG&E and the CEC are available for $3.50 
per watt and up to 50% of the project value or a maximum of $3.5 Million. 

It is anticipated that photovoltaic cells will generate clean electricity during peak hours 
and reduce the District's dependence on utility power, reduce energy costs, and take 
the District one step closer to becoming a "green" business. 

As noted previously, recent federal tax law changes and California Energy Commission 
rebates have now made it attractive to consider entering into a Power Purchase 
Agreement (PPA) that would allow a third party to finance, purchase, install, and 
maintain photovoltaic/solar systems at District properties in exchange for a 20-year 
contract with the District to purchase power. Tax benefits for the investors make it 
possible to price the solar-generated power competitively with PG&E rates, but with a 
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fixed annual escalator that is considerably lower than the historical PG&E rate increases 
(3% vs. 8% per year). 

Coincidental to the tax law changes, the District also received funding approval for the 
state-funded Self-Generation-Incentive-Program (SGIP) rebates. This program is 
funded by the California Energy Commission and administered by PG&E. A condition 
of the rebate program is that the District enter into a contract to install a solar system 
within 60 days of the date of confirmation from PG&E. Although this confirmation 
occurred in mid-October the staff is requesting an additional 60-day extension in order 
to have until February 2006 to meet the contract requirement. A failure to enter into a 
contract by this date will result in the forfeiture of the District's program deposits of 
$14,700. 

Government Code Section 4217.12 permits, notwithstanding any other provision of law, 
the entering into an energy service contract. Although Section 4217.16 allows a public 
agency to request proposals from qualified persons, it does not require the use of that 
process. The Board will recall that it was through the use of these provisions that the 
District selected and entered into an energy conservation contract with Chevron for the 
construction of the hydrogen fuel cell reformer at Division 4. 

Staff, based on its aforementioned investigation into solar energy, is recommending that 
the General Manager be authorized to enter into a long-term (20-year) contract for fixed 
price solar power purchases, including fixed percentage annual increases. [By action of 
the Board on November 9, 2005, staffs recommendation was modified to read '1hat the 
General Manager be authorized to negotiate a long-term (20-year) contract for fixed 
price solar power purchases, including fixed percentage annual increases. The 
negotiated contract to be returned to the Board for its approval.] The Power Purchase 
Agreement rates would be structured to reflect current PG&E rates. The proposed 
contract would include vendor provided capital for the estimated $6 Million construction 
costs for both locations. State-funded rebates provided by the SGIP reduce project 
costs to a level that allows solar power to be priced competitively. The agreement may 
include an option to purchase additional solar equipment for the District's other facilities 
if funding becomes available. 

Staff met with a number of companies during its investigation, staff is recommending 
contracting with Powerlight (based in Berkeley) because: (1) there is a deadline 
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associated with entering into a contract for the work and the loss of SGIP funding; (2) 
Powerlight has the experience; and (3) it is most familiar with the project having 
assisted the District in developing detailed power consumption studies, conducting roof 
audits to properly size systems, and obtaining the SGIP rebates for Divisions 4 and 6. 

Powerlight has extensive experience with large-scale solar generation projects for 
state, county, municipal and other public agencies nationwide, including several high
profile projects for Alameda County. If the District contracted with Powerlight it would 
complete the design and engineering for the project, obtain all necessary permits, and 
secure third party investors. Powerlight also would be responsible for the installation, 
operation, and ongoing maintenance of the solar power generation systems over the life 
of the contract. If the system is inoperable for any reason, AC Transit will purchase 
power seamlessly from PG&E. All monitoring, inspections, and maintenance costs 
would be included in any proposed rate structure for power purchases. 

Finally, it is recommended that when the Board acts on this item it authorizes the filing 
of a Notice of Exemption and any other filing required under the California 
Environmental Quality Act. The project is categorically exempt under Guidelines 
Section 15301 . 

Prior Relevant Board Actions/Policies: 

Board Policy 350, Section II, Paragraph D. 
GM Memo No. 04-329 

Attachments: 

Draft Resolution No. 05-040 

Approved by: 

Prepared by: 

Rick Fernandez, General Manager 
Joe DeProspero, Chief Maintenance Officer 
Deborah McClain, Chief Financial Officer 
Kenneth C. Scheidig, General Counsel 
Craig Michels, Facilities Maintenance Manager 
Rich McManus, Facilities Project Manager 
Kenneth c. Scheidig, General Counsel 
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Attachment to GM Memo No. 05-237a 

8 A Very Light Touch 
Powerlight: Making solar systems pay off for homeowners, businesses and 
governments 

Some men root for their local sports teams, others for individual athletes. 
Dan Shugar's allegiances belong to the two solar-powered Mars rovers, Spirit 
and Opportunity. The rambling robots, designed to last just 90 days, 
continue to thrive In their 20th month of exploration on the Red Planet. 
Shugar, president of the solar-installation firm Powerlight, roots for the 
rovers because they're symbols of the reliability and durability of harnessing 
energy from the sun. He checks NASA Web sites to follow their progress and 
cheers when they overcome adversity. "There were predictions that the 
rovers wouldn't make it through the first winter, but they are still going 
strong. I think that is just fabulous," he says. 

A recent report by the renewable-energy group Worldwatch found that grid
connected solar, the world's fastest-growing energy technology, expanded by 
60 percent annually from 2000 to 2004. Few companies are better positioned 
to drive and benefit from that growth than PowerLight. The 120-employee 
firm, which occupies two floors in an old Heinz ketchup plant in Berkeley, 
Calif., doesn't make the photovoltaic panels that capture the sun's energy, 
but it buys them from manufacturers like Japan's Sharp and Sanyo, and 
America's Evergreen Solar and SunPower. Then It Integrates them Into Its 
electrical rooftop systems and takes the financial case for solar to the 
marketplace. "They have had an aggressive approach to getting solar 
projects built. It is much less of a technology play, but it's important if we 
are ever going to realize the benefits of solar power," says Dan Reicher, a 
former assistant secretary of energy at the Department of Energy. 

The company was founded in 1991, but for the first 10 years, early adopters 
bought solar cells mostly for the environmental benefit and an opportunity to 
jump on the green bandwagon. Today Powerlight sells to businesses, 
governments and homeowners who want a consistently priced source of 
energy to hedge against the uncertain future of electricity prices and 
nonrenewable fuel sources. Customers usually borrow to pay for the upfront 
installation costs, which are defrayed by state and federal subsidies aimed at 
reducing carbon emissions. Then they pay back the loan at a fixed rate. So 
while the price of electricity trends upward, Powerlight customers share a 
sublime certainty about what they'll be paying for their plugs. Over the last 
two years, big corporations like FedEx, Johnson Johnson and Lowe's Corp. 
have installed Powerlight's systems. 

Proponents of other sources of energy have trouble making the same 
consistency claims. Nuclear, gas and coal-fired plants all have moving parts 
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that need regular, and sometimes unscheduled, maintenance. As Shuga r 
says, "We have a pretty good feeling the sun will be shining with the same 
intensity two decades from now." Exact electricity output can even be 
predicted using satellite data that track solar radiation. Photovoltaic 
technology Is so reliable now that Powerllght guarantees Its panels for 25 
years. In an uncertain energy market, that degree of certainty is as welcome 
as sunshine. 
-Brad Stone 



153

DRAFT 

ALAMEDA-CONTRA COSTA TRANSIT DISTRICT 

RESOLUTION NO. 05-040 

A RESOLUTION MAKING THE APPROPRIATE FINDINGS UNDER GOVERNMENT 
CODE SECTION 4217.12(a) AND AUTHORIZING THE GENERAL MANAGER TO 
NEGOTIATE ENERGY SERVICE CONTRACT(S) FOR THE INSTALLATION OF 

PHOTOVOLTAIC/SOLAR POWER GENERATION AT THE SEMINARY AND HAYWARD 
OPERATING DIVISIONS (4 AND 6); AND TO FILE A CEQA NOTICE OF EXEMPTION 

AND ANY OTHER DOCUMENTS AS MAY BE NECESSARY 

WHEREAS, the Alameda-Contra Costa Transit District (AC Transit or District) operates 
four operating divisions (2, 3, 4 and 6) for the provisions of bus services to the residents within 
its approximate 360 square mile service area stretching from the City of Richmond in the north 
to the City of Fremont in the south; and 

WHEREAS, the costs for operation and maintenance of these facilities are not grant 
funded and are the financial obligation of AC Transit; and 

WHEREAS, AC Transit's finances have been stretched thin over the past four years due 
to the national and state recessions, and even with the passage of Measures AA and BB by the 
voters in Special Transit District One, the recent increase in gasoline and diesel prices (Which 
are predicted to continue to rise as fossil fuels become more scarce) is having, and is expected 
to continue to have, a significant impact on the District's budget; and 

WHEREAS, AC Transit has investigated for the past year the ability to reduce its 
electrical costs by the generation of electricity at its facilities using solar electric systems, but the 
cost benefits did not exist until recent Federal and state legislation made the project feasible; 
and 

WHEREAS, AC Transit proposes to enter into an energy service contract with 
Powerlight Corporation, for the purchase, installation, operation and maintenance of a 
photovottaic/solar electrical system (the System), at AC Transifs existing Seminary Avenue bus 
facility (Division 4) and Hayward bus facility (Division 6), with the option of placing the System at 
other facilities if legally possible under this resolution and subject to available funding; and 

WHEREAS, in accordance with the requirements of Government Code section 
4217.12(a) and Board Policy No. 163, notices of the public hearing to authorize the General 
Manager to enter into an energy service contract was published in the Oakland Tribune, the 
Alameda Times Star, the Hayward Daily Review, the Argus, Sing Tao Daily and the San 
Francisco Chronicle on November 23 and November 30, 2005, The notice was also published 
in El Mundo on December 1 , 2005; and 

WHEREAS, a public hearing was held in the Board Room at AC Transit's General 
Offices on December 7, 2005, where any and all individuals who wished to were afforded the 
opportunity to address the Board of Directors on the proposed action listed; and 

Resolution No. 05-040 Page 1 
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WHEREAS, upon close of the public hearing, the Board of Directors considered and 
deliberated on the information received from the public and the various written and oral reports 
received from District staff on this matter; 

NOW, THEREFORE, the Alameda-Contra Costa Transit District Board of Directors does 
resolve as follows: 

SECTION 1, Determines thatthe anticipated costto AC Transit for the electrical energy 
provided by the photovoltaic cells to be installed under the energy service contract(s) with 
Powerlight Corporation (the Corporation) at the District's facilities, particularly at Seminary 
(Division 4) and Hayward (Division 6), will be less than the anticipated marginal cost to AC 
Transit of other energy sources that would have been consumed by AC Transit in the absence 
of this agreement for the following reasons: 

1. AC Transit is only beginning to recover from a severe fiscal crisis due to the 
recent national and state recessions; the cost of electricity has continued to rise 
at a faster rate than inflation; and it is anticipated that the cost of electricity will 
continue to increase in the foreseeable future. Therefore, the ability to obtain 
electricity from a system of photovoltaic cells at a lower price than conventional 
electricity is important to the financial health of the District. 

2. As a consequence of the recently enacted Federal Energy Bill, as well as 
California Public Utility Commission (CPUC) rebates under the Self-Generation
Incentive-Program it is now feasible for a third party to finance, purchase, install 
and maintain photovoltaic/solar systems at District properties in exchange for a 
long term Power Purchase Agreement that would provide AC Transit with solar
generated power competitive with PG&E rates, but with a fixed annual escalator 
that is considerably lower than the historical PG&E rate increases. 

3. The information contained in GM Memo No. 05-237, which is incorporated herein 
by reference, sets forth, together with the Whereas clauses to this resolution, the 
rationale for the Board's action. 

SECTION 2. Authorizes the General Manager to negotiate the proposed energy 
services contract consistent with the terms identified in GM Memo No. 05-237, subject to 
approval by the Board of Directors. 

SECTION 3. Determines that the installation of the System at the Districfs facilities, is 
exempt from the California Environmental Quality Act (CEQA) under Section 21080(b)(9) oft he 
California Public Resources Code and Section 15301ofthe CEQA Guidelines as an addition to 
existing public facilities and structures, construction and the use of which will involve negligible 
or no expansion of existing uses of the existing facilities, for the following reasons: 

1. The System will use the roofs of the existing structures for the placement and 
collection of solar energy. No new buildings or structures of any magnitude are 
required for the System. 

Resolution No. 05-040 Page2 
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2. The System is essentially a passive electrical generator. Any machinery required 
to recover the electricity from the System are small in size and will not be 
noticeable from other equipment in use at the facilities. 

3. The proposed additional unit would have no aesthetic impacts. The facilities are 
already developed as bus operations yards and are located in industrial areas. 

4. There will be no impact on agricultural resources since the location ofthe System 
is on existing structures within large, existing facilities in industrial areas. 

5. There will be no air quality issues associated with the proposed System because 
it is a passive collector of solar energy to create electricity. 

6. The proposed System would not have any impact on biological resources, 
including wildlife resources as defined in Section 711.2 of the Fish and Game 
Code because of the setting of the facilities in which it will be located, as 
described in the previous items. 

7. The System does not create a significant hazard to either the public or the 
environment for the reasons set forth above and its construction will comply with 
all applicable codes. 

SECTION 4. Determines that contracting with Powerlight Corporation is appropriate for 
the following reasons: 

1. The Corporation has installed eighty percent (80%) of the large scale 
photovoltaiclsolar systems in the Bay Area for public entities and private 
companies. 

2. The Corporation meets the requirements for a "qualified energy service 
company" according to the criteria set forth in Public Utilities Code Section 388. 

3. Government Code Section 4217.11, et seq., does not require public bidding for 
an energy conservation contract. 

4. The Corporation is familiar with the District's needs since it has worked with the 
District to identify the size and scope of the System required to service the 
District's various facilities. 

I 

5. In order to preserve state funding which has been secured, the District must 
enter into an energy conservation contract no later than mid-February 2006. To 
devise a Request For Proposals, distribute it, evaluate the responses and 
negotiate a contract would likely be difficult given this time frame. 

SECTION 5. Authorizes the General Manager, the General Counsel or such other 
members of staff, as appropriate, to take all actions necessary to prepare and file a CEQA 
Notice of Exemption and a Certificate of Fee Exemption for the contract and the related 
activities with the County Clerk of Alameda County and to take all other measures required 
under CEQA related thereto. 

Resolution No. 05-040 Page3 
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SECTION 6. This resolution shall become effective immediately upon its passage by 
four affirmative votes of the Board of Directors. 

RESOLUTION NO. 05.()40 WAS PASSED AND ADOPTED this 7'h day of December 
2005. 

Joe Wallace, President 

Attest: 

Rose Martinez, District Secretary 

I, Rose Martinez, District Secretary for the Alameda-Contra Costa Transit District, certify that the 
foregoing Resolution was passed and adopted at a Regular Meeting of the Board of Directors held on 
the ]!h day of December 2005, by the following roll call vote: 

AYES: DIRECTORS: 

NOES: DIRECTORS: 

ABSENT: DIRECTORS: 

ABSTAIN: DIRECTORS: 

Rose Martinez, District Secretary 

Approved As To Fonn: 

Kenneth C. Scheidig, cpeneral Counsel 

Resolution No. 05-040 Page4 
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Marco Garcia 
Major Accounts 

... 

POVV E R L 1 G liT® 
SOLAR ELECTR I C SYSTEMS 

Solar Electric PV Syste111s 

AC Transit 
Nov. 9, 2005 
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AGENDA 

> About Photovoltaics 

> Powerlight Overview 

) • Rooftop PV projects 

> PowerGuard 

© 2005 Power Light Corporation 
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The History of Photovoltaics 

> The photovoltaic effect was 
discovered by Henri Becquerel 

> PV was first used to power the 
Vanguard space satellite 

> 1970's energy crisis generate 
interest in renewable power 

> Emergence of grid-connected 
applications began in 1990s. 

© 2005 Power Light Corporation 

1880 

1940-1950 

PV Effect first observed by Henri 
Becquerel in solution. 

W.------- Discovery of PV effect in solids. 

~------- Seleniwn PV produced with 1-2% efficiency 

~------- 1950 Single crystal PV breakthrough: 
the "Czo<:hralski Method" (CZ) 

1954 ~------- PV cell produced with 14% efficiency 

1958 

1970's 

1980's 

1990's 

late 1990's 

Vanguard space satellite uses PV array to power 
radio. Commercial space applications of PV begins. 

Enermr crisis - interest in terrestial applications 
of PV begins. 

Explosion of PV for telecom use 

Emergence of grid-connected applications as 
higheSt growtfi PV sector. 
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PV Technology Fundamentals 
The Photovoltaic Effect 

> Sunlight excites electrons in PV 

> Excited electrons concentrate on 
one side of cell 

> Concentration of charge creates 
polarity 

> Connecting positive and negative 
sides across a circuit creates 
electricity 

© 2005 Power Light Corporation 
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Clean, Reliable On-site Generation 

> Financially prudent 
1 ) Zero fuel costs 
2) Financial hedge against fuel price 

increases 
3) Coincident with expensive 
. . "peak'~ electricity 

> Reliable 
1) Proven 
2) 25-yr. warranties on power 
3) Virtually no maintenance 

© 2005 Power Light Corporation 

> Clean 
1 ) Zero emissions, 

1 00% renewable 
2) Over-the-counter 

permitting 

> Positive Publicity 

. - ~- - - -
_,. . ...... .... -

.. ...~·-,_ PhOk>voltaic Bas-ics · 
,...;;_ · .c.r - - - - . 
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Powerlight is a Worldwide Leader in Commercial-Scale 
Grid-connected PV Systems 
> Focus: 

> PV systems manufacturer 

> Large scale turnkey solutions provider 

> Founded 1991 - based in Berkeley, Alameda County, CA 

> High growth 
> 140°/o average growth per year since 1997 

> INC 500 listed for the past four years, #38 in 2004 

> Over 300 PV systems installed 

> Solid technology base - 50 US and international patents 

© 2005 Power Light Corporation 
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Examples of Customers 

ChevronTexaco 

_7 DTE Energy 

© 2005 Power Light Corporation 
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®TOYOTA 

® TARGET 

~ 
WHOLE 
fOODS 
MARK[T 

MAUNA LANI RESORT 

© 2005 Power Light Corporation 
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220 kW, Neutrogena, Ca. 1180 kW, Santa Rita Jail, Ca. 

175 kW, Parker Ranch, Hawaii 40 kW, Fetzer Vineyards, Ca. 220 kW, Arden Realty, Ca. 

186 kW, Tompkins Library, NY 127 kW, US Postal Service, Ca. 
- - - -

© 2005 Power Light Corporation 
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Traditional Flat-Roof Solar Mounting Systems are Problematic 

© 2005 Power Light Corporation 
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.. 

Power~u_arq_proyides the best mounting solution for commercial 
rooftop installations 

© 2005 Power Light Corporation 
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Example 
Projects: 

1 .18 MW PV + EE 
Alameda County 
California 

Largest rooftop 
System in the US 

© 2005 Power Light Corporation 
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Example 
Projects: 

688 kW PV + EE 
Moscone Center 
San Francisco 

Lighting Retrofit 

© 2005 Power Light Corporation 
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FedEx Express Oakland Hub 904 kW + EE 

© 2005 Power Light Corporation 
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City of 
Oakland 
•Ice Center 
•MSC 
1130 kWp 

-
© 2005 Power Light Corporation 
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Chabot Space & Science Center - Oakland, CA 

© 2005 Power Light Corporation 
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Cal State East Bay University, Hayward, CA, 1050 kW 

~~-~-"":. --'.--:. .... -~-:-- .:::.-= - - - ··-- . -· - - - _:""" ~.--.::..::..:.. .... ,..__ . -
~~..:.;:;JI""'"~ .,..- -

.,-...:: ":._ ·. r-- ~ . . 
- "' I \ ' 

.. -"' I \ , 
/ . 

© 2005 PowerLight Corporation 



174

Cal State East Bay 

© 2005 Power Light Corporation 
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University of California, Berkele , CA 

© 2005 Power Light Corporation 
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City of Vallejo: City Hall & Public Library 332 kW 

--· - -~ -· . -- - . ·- - . . - - -----

© 2005 Power Light Corporation 
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• 

Martinez Administration Building, Contra Costa County 

. . .. - .. 

© 2005 Power Light Corporation 
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P 0 W E R L 1 G 1-1 T ., 
PowERLIGHT CoRPORATION 
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© 2005 Power Light Corporation 
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CAL STATE 
I 

© 2005 Power Light Corporation 
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Installation of Inverter System 
Power cables exit from array 

Terminal Box 

Combiner Box 

DC Disconnect 

Inverter 

Electrical Control Room 

© 2005 Power Light Corporation 

Rooftop Solar Array 

Safety Switch 

Data AcQuisition System (OAS) 

lso1atron Transformer 

AC Disconnect 
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The Moscone Center Dedication, March 18, 2004 

© 2005 Power Light Corporation 
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850 kW PV system over its 25 year life cycle 

CONSERVE NATURAL RESOURCES: IMPROVE AIR QUALITY: 

Oil: 
55,900 barrels, or 

Coal: 
25 million lbs., or 

Natural Gas: 
324 million cubic feet 

EQUIVALENT TO: 

Removing 1,300 cars: Planting 1,920 acres 
of trees 

© 2005 Power Light Corporation 

Smog: 
1o,ooo lbs. N Ox 

Acid Rain: 
9,ooo lbs. S02 

Global Warming: 
13 million lbs. C02 

Power for over Soo 
homes during the day 

.. - ...... _~~·:;,...,-- -- ._-~ 
)- ,.... ~ - ._, 

eowerG~!!€_Corp_~r~tto~ . 
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California Electric Rates 
Residential, Small Business and large Business Sectors 

1970 to 2003" 
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Con1poun6ed Annua ~ Gro\•vttl Rates 

Norni naf e~ectricity· prjce i ncr.eas,e [ '197 0 - 2003] 
Sn1all BlJsiness CAGR = 7.2~ .. o 
Large B lJs ~ness c la..c; R = 8 . 3~<"o 

Inflation (CPI) [197·1- 2003]: 
CACR = l1. Oq/ -· · ;l ..... - . 0 

.A.ve year-over-·}.rear increase= 4.£~q .. c. 
Lo\•vest 5-yr CA GR { ··1 9~~6-2003] = 2. 5%~ 

l n~lat i on-adjusted electrjcity price jncrease p 970 - 2003] 
Srnall: Business CACiR = 2. O~ .. o 
Large Bus~ ness CAG R = 3. ·1 q .. b 

© 2005 PowerLight Corporation 
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ACTION MEMO I 14-083 Attachment 5 

AC TRANSIT DISTRICT 
Board of Directors 
Executive Summary 

Committees: 
Planning Committee 
External Affairs Committee 

Board of Directors 

SUBJECT: 

D 
D 

X 

GM Memo No. 06-G32 

Meeting Date: February 1 , 2006 

Finance Committee 
Operations Committee 

Financing Corporation 

0 
0 

0 

Authorize the General Manager to enter into a Solar Services Agreement with 
Powerlight Corporation. 

RECOMMENDED ACTION: 

D Information Only D Briefing Item X Recommended Motion 

Authorize the General Manager to enter into a long term (20 year) energy services 
contract with Powerlight Corporation to purchase power generated by photovoltaic I 
solar power generating systems, owned, operated, and maintained by Powerlight 
Corporation, at AC Transit's Seminary (Division-4) and Hayward (Division-6) facilities. 
The District would also receive an option to buy the system after five (5) years at an 
attractive price. 

Fiscal Impact: No capital outlay for the District. Systems will be furnished, 
installed, operated, and maintained by Powerlight Corporation in exchange for 
the District's commitment to purchase power generated by the photovoltaic 

BOARD ACTION: Approved as Recommended [xl 
Approved with Modification(s) [ I 

Other 

MOTION: PEEPLES/KAPLAN to approve agreement as presented (7-0-0-0). 

Ayes: 

Noes: 
Abstain: 
Absent: 

Directors Peeples, Kaplan, Wallace, Jaquez, Hayashi, Vice President 
Bischofberger, President Harper- 7 
None -0 
None -0 
None -0 

The above order was passed on 
February 1, 2006. 

Rose Martinez, District Secretary 

l I 

By __________________ ___ 
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GM Memo No. 06-032 
Subject: Authorize General Manager to enter into a Solar Services Agreement with 
Powerlight Corporation 
Date: February 1, 2006 
Page 2 of3 

systems at negotiated rates. Potentially significant utility savings relative to 
PG&E market rates. 

If the Board approves this project it is expected to reduce the District's PG&E expenses 
at Divisions 4 and 6. The amount of savings will depend on changes in utility rates. 
There are no capital outlay costs unless the buyout option is exercised after year five of 
the contract. 

BackqroundfDiscussion: 
The Board held a public hearing on December 7, 2005 to consider adoption of 
Resolution No. 05-040 making the appropriate findings under Government Code section 
4217.12(a) and authorizing the General Manager to negotiate energy service contracts 
for the installation of photo-voltaic I solar power generation at the Hayward and 
Seminary facilities and authorize the filing of a Notice of Exemption under the California 
Environmental Quality Act. At the hearing the Board gave the General Manager the 
following directions: 

1. Negotiate a contract and bring it back to the Board for its approval. 
2. The benefits to the District from solar power purchases should meet the statutory 

requirements for better costing than otherwise available. 
3. Seek to minimize the risk to the District whereby the rate of return reflects the actual 

differential between solar power purchases and anticipated PG&E rates. 

The price for a turnkey solar electric system would be $6,597,960 if the District were 
buying the system outright. Although the basis for economic justification is a cost 
comparison with current and projected PG&E rates, this remains a capital project with 
fixed investment costs over the life of the contract. Only recently, due to new Federal 
tax credits and high project rebates have the cost of solar power projects (without other 
energy efficiency upgrades) been comparable to the current utility rate. In addition, 
five-year accelerated depreciation applicable to this project makes it possible to offer 
the District an attractive buyout option after five (5) or more years. The buyout price 
after five (5) years is $1,770,870 and decreases annually thereafter. 

Items influencing price structure include Cost of Capital and Projected Operating and 
Maintenance costs. Powerlight proposed a rate per kilowatt hour of 13.6 cents with an 
annual rate escalation of 3%. This is competitive with the 2006 PG&E average rate 
which is now 13.15 cents/kWh after a recent 6% increase. Also, because much of 
Powerlighl's electricity is generated during peak periods, the District will buy less 
electricity from PG&E during peak periods which exceed 15 cents/kVI/h and during 
twelve "Critical Peak Pricing" days every summer which can exceed 60 cents/kWh. 
The agreement requires the District to pay Powerlight only for power generated which 
will fluctuate from month to month and will depend heavily on the weather. There is no 
fixed monthly payment as in a traditional capital contract. Powerlight's investors 
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GM Memo No. 06-032 
Subject: Authorize General Manager to enter into a Solar Services Agreement with 
Powerlight Corporation 
Date: February 1, 2006 
Page 3 of3 

require a fixed rate of return over the life of the contract which cannot be guaranteed if 
rates are tied to fluctuating PG&E pricing. Although the negotiations included 
discussions to try and tie the electric rate under this contract to PG&E rates, the 
contractor said they would not be able to attract the required investors. 

During the past twenty years PG&E rates have increased an average of eight percent 
(8%) per year. Staff believes that a fixed price contract with pre-determined annual 
escalators provides protection against potentially significant increases in utility market 
rates. The District and Powerlight have agreed in principal on pricing, escalation, 
buyout option and other major issues while negotiations continue on general terms and 
conditions. 

II is imperative that the Board approve the essence of the contract, the price for power, 
since this agreement needs to be signed and given to PG&E no later than February 11 . 
Thus, lime is of the essence and as noted above the final details are still in discussion. 

Prior Relevant Board Actions /Policies: 

Board Policy 350, Section II, Paragraph D. 
GM Memo No. 04-329 
GM Memo No. 05-237a 
Resolution No. 05-040 

Attachments: 

None 

Approved by: 

Prepared by: 

Date Prepared: 

Rick Fernandez, General Manager 
Joe DeProspero, Chief Maintenance Officer 
Deborah McClain, Chief Financial Officer 
Kenneth Scheidig, General Counsel 

Craig Michels, Facilities Maintenance Manager 
Lynda McBroom, Contract Specialist 

January 24, 2006 
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AC TRANSIT DISTRICT 
Board of Directors 
Executive Summary 

Committees: 
Planning Committee 
External Affairs Committee 

Board of Directors 

I ACTION MEMO I SR 14-083 Attachment 6 

GM Memo No. 06- 229 

Meeting Date: October 4, 2006 

D Finance Committee 0 
D Operations Committee 0 

~ Financing Corporation 0 

SUBJECT: UPDATE ON SOLAR SERVICES AGREEMENT AND RATIFICATION 
OF ASSIGNMENT OF THE SOLAR SERVICES AGREEMENT TO A 
FINANCIAL INVESTOR 

RECOMMENDED ACTION: 

D Information Only D Briefing Item ~ Recommended Motion 

Ratify the Assignment of the Solar Services Agreement to MMA ACT Power, LP 

Fiscal Impact: 

No capital outlay for the District. The system will be furnished, installed, operated, and 
maintained by Solar Star 1, LLC and its financial investor in exchange for the District's 
purchase of power generated by the photovoltaic systems at negotiated rates. Potential 
utility savings relative to PG&E market rates. 

Backaround/Discussion: 

At the February 1, 2006 meeting, the Board authorized the General Manager to enter 
into a long term (20 year) energy services contract with Powerlight Corporation to 
purchase power generated by photovoltaic/solar power generating systems installed 

BOARD ACTION: Approved as Recommended [ ] 
Approved with Modification(s) [ ] 

Other 

[To be filled in by District Secretary after Board/Committee Meeting] 

The above order was passed on 

-------· 2006. 

Rose Martinez, District Secretary 

[ ] 

By _________ _ 
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GM Memo No. 06-229 
Subject: Update on Solar Services Agreement and Ratification of Assignment of 

the Solar Services Agreement to a Financial Investor 
Date: October 4, 2006 
Page 2 of3 

and maintained by Powerlight Corporation (GM Memo No. 06-032). The project 
envisioned the installation of solar panels at the maintenance facilities located at 
Divisions 4 (Seminary) and 6 (Hayward). Under the contract, the District can purchase 
the system after year 6, or continue to purchase solar power, depending on which 
option is deemed most cost effective to the District. 

Pursuant to Board authority, the General Manager executed a Power Purchase 
Agreement (PPA) with Solar Star 1, a limited liability corporation created by PowerLight 
for this project. The next step in the project called for Powerlight to find a third party 
investor to finance the purchase and installation of the photovoltaic/solar systems at 
Divisions 4 and 6. This proved more time consuming than initially anticipated. 
However, Powerlight has now secured financial backing for the project. The financial 
investor is MMA ACT Power, LP, a limited partnership set up and run by MuniMae, a 16 
billion dollar energy and real estate management company headquartered in Baltimore, 
Maryland (Attachment A). The financial arrangement calls for the Solar Services 
Agreement between Solar Star 1 and the District to be assigned to the investor 
(Attachment B). 

Other delays in finalizing the deal involved the inspection and evaluation of the existing 
roof systems and building structures at Divisions 4 and 6. Most of the roofs are 
approaching the end of their useful lives. The ability of the roofs to support the solar 
panels originally planned for the project was questioned. A number of alternatives were 
evaluated including a lighter weight mounting system, a different style photovoltaic 
panel, and early replacement of the roofs before installing the photovoltaic/solar 
systems. Staff ultimately made the decision to reduce the size of the system from 
approximately 850KW to 530KW, to reduce the stress on the roofs. This necessitated 
an adjustment in the potential buyout cost, and amendment of the Solar Services 
Agreement to reflect the change in the event the District elects to purchase the system 
after year 6. 

Because the size of the solar services system has been reduced, the buyout cost is 
lower. The buyout cost after year 6 in the original agreement (the "Termination Value") 
was $1,770,870, and has been adjusted downward in the Amended Agreement to 
$1,279,934. . However, with the involvement of the financial investor, further 
accommodations were necessary. To secure the tax benefits of the arrangement for 
the financial investor, the buyout cost for the purchase of the system by the District 
cannot be a fixed price, and must be stated in the Solar Services Agreement as "the 
greater of Fair Market Value or the Termination Value." This new wrinkle potentially 
increases the District's cost exposure should the Fair Market Value exceed the 
Termination Value at the time of purchase. To cap the District's exposure, the District 
negotiated a "side letter" with Powerlight. Under the side letter agreement, any 
"excess" cost of the Fair Market Value over the Termination Value will be "shared" by 
the District and Powerlight up to a total of $400,000 (District excess capped at 



195

, 

GM Memo No. 06-229 
Subject: Update on Solar Services Agreement and Ratification of Assignment of 

the Solar Services Agreement to a Financial Investor 
Date: October 4, 2006 
Page 3 of 3 

$200,000). To the extent that the excess Fair Market Value exceeds $400,000, 
Powerlight will pay the additional excess. 

Even with the adjustments to the project size, the District still plans to install solar arrays 
at both the Seminary and Hayward divisions, and anticipates long-term savings in 
energy costs. The amount of savings will depend on changes in utility rates. The target 
date for completion of installation and system start-up is mid March 2007. 

In order to meet the system start-up deadlines established by the PG&E Self
Generation Incentive Program (SGIP), and for the financial investor to qualify for the 
energy rebates and tax credits, it was essential for the District to have fully executed 
agreements in place by the end of September 2006. For that reason, the General 
Manager approved and executed the Assignment Agreement on September 291

h, 

subject to Board ratification. 

Prior Relevant Board Actions/Policies: 

GM Memo No. 06-032 
GM Memo No. 05-237a 

Attachments: 

Attachment A: Description of Financial Investor 
Attachment B: Draft Assignment and Assumption Agreement 

Approved by: 

Prepared by: 

Date Prepared: 

Rick Fernandez, General Manager 
Kenneth C. Scheidig, General Counsel 
Carol Babington, Assistant General Counsel 
Craig Michels, Facilities Maintenance Manager 
September 29, 2006 
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