TO:

James L. App, City Manager

FROM: Doug Monn, Public Works Director

SUBJECT: Installation of Solar Generation at Library/City Hall

DATE: April 15, 2008

NEEDS: For the City Council to consider approving a lease agreement with Applied
Technologies for installation of solar generation at Library/City Hall

FACTS:

1. Starting from initial design, attention was given to achieving the most efficient
lighting, ventilation and heating methods in the Library/City Hall. Additionally, the
building was audited three times for potential energy savings.

2. Even with energy efficient systems, the Library/City Hall presently consumes
approximately 688,000 kilowatts of electrical energy per year at a cost in excess of
$100,000.00 per year.

3. The building was assessed twice to determine if photovoltaic might lessen energy
costs. Unfortunately, installation would have required a major cash investment with
payback exceeding 25 years at a cost of approximately 22¢ to 25¢ per kilowatt hour.
PG&E annually charges an average effective rate of $0.15.kWh.

4. Recently, energy costs and environmental changes have resulted in solar generation
becoming more cost effective.

5. In January 2008, Applied Technologies Energy Solutions, Inc. approached the City
regarding the potential to retrofit city owned facilities with solar photovoltaic
generation.

6. The attached proposal would provide for installation of a solar system capable of
offsetting approximately 12% of the power needs of Library/City Hall at a lease rate
set at 90% of the kilowatt hour cost assessed by PG&E, with a base no lower than
$0.15/kWh (current rate).

7. To demonstrate the potential and initiate the installation of solar at City facilities,
Applied Technologies Energy Solutions, Inc. has assembled a package that would
allow the installation of a solar generation system at Library/City Hall using a power
purchase program.

8. The Library/City Hall solar array would be roof-mounted below the parapet line
rendering it invisible from the surrounding streets.

9. The roofing material installed at Library/City Hall is nearing its life expectancy. It
would not be prudent to install a PV system over it. Consequently it is
recommended to replace the roof as part of the photovoltaic installation.



ANALYSIS &
CONCLUSIONS:

PoLicy
REFERENCE:

FiscAL
IMPACT:

10. Applied Technologies has included preparation of the roof replacement
specifications and competitive biding. However, the City would effect the roof
replacement as a separate contract with cash (approximately $150,000). The bid and
award will be consistent with Public Contract Code requirements.

Rates charged by PG&E are subject to adjustment (sometimes several times per year).
Since 1970, the compound average growth rate of the cost of electricity was 6.7% per
year. In most rate schedules PG&E also distinguishes between “peak” and “off-peak”
usage, with on-peak usage being up to 3 times more expensive. A solar PV system will
generate most energy during “on-peak” hours and hence contribute disproportional,
positive savings in electricity cost. The Library/Library/City Hall is a PG&E A-6 rate.
As such, the per kilowatt cost paid for the building varies from $0.11/kWh to
$0.38/kWh, averaging $0.15/kWh. The net reduction in power cost to the City for the
Library/Library/City Hall would be $12,384.00 based on an average rate of $0.15/kWh;
however, the actual annual savings should be higher depending on when peak demands
drive the price per kilowatt hour to the annual adjusted high of $0.38/kWh.

Applied Technologies’ “Power Purchase Agreement” allows the City to reduce its costs
and carbon footprint with no upfront cost, having a buy-out option at the end of the
term (10 years) or an extension of additional 10 years at the same conditions.
Competitive bids from Renewable Energy Finance Institutions (EPURON, Tatonka
Bank, Optima Group) were also evaluated as a possible finance source for the project.
They require a minimum system size of $1,000,000 (the proposed system purchase price
will be near $350,000). None of the bids came near the current cost of electricity.
Applied Technologies offered a solution that provided PV power 10% lower than
PG&E'’s rates.

Applied Technologies offers this solution as a corporate citizen of Paso Robles in light
of its newly established renewable energy division, located here in Paso Robles. Applied
Technologies can take advantage of tax credits not directly available to the City
providing the project is approved by April 30t and completed by December 31st 2008
(as the federal tax credits will expire the end of 2008). The only potential risk to the City
should it proceed with the project would be a downward trend in electricity costs below
the $0.15/kWh. The idea of electrical costs going down is a very unlikely, hence
minimal risk to the City.

Long term cost savings and compliance with Assembly Bill 32 are the most significant
motivators for going forward with this project. It also provides a valuable test project
for other alternate future energy deployments.

Economic Strategy; California Global Warming Solutions Act of 2006 (AB32).

Reduced electrical costs for Library/City Hall of approximately 12%.



OPTIONS:

a) Approve Resolution 08-XX , authorizing the City Manager to inter into a lease
agreement with Applied Technologies for re-roof of Library/City Hall and the
installation of a Photovoltaic System, allocating $150,000 from City Facility Repair
Fund to cover the cost of the roof; or

b) Amend, reject, or modify these options.
Prepared by: Doug Monn/Marcus Maedl|
Attachments:

Historic Electricity Rate developments PG&E
Applied Technologies Offer Letter

Tatonka Bank Offer

EPURON Offer

Optima Group offer

City Facilities Off-set and Costs

Public Noticing

Nogak~whE



RESOLUTION NO. 08-XX

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF PASO ROBLES
AUTORIZING THE CITY MANAGER TO ENTER INTO AN AGREEMENT WITH
APPLIED TECNOLOGIES TO PROVIDE A PHOTOVOLTAIC SYSTEM
FOR THE LIBRARY/CITY HALL BUILDING

WHEREAS, City Hall presently consumes approximately 688,000 kilowatts of electrical energy
per year at a cost in excess of $100,000.00 per year; and

WHEREAS, Staff has been evaluating the potential of solar generation of electricity to offset the
power required by City Hall since shortly after the building was constructed; and

WHEREAS, the City’s are long term cost savings and compliance with Assembly Bill 32 are the
most significant motivators for going forward with this project; and

WHEREAS, the only risk the City is taking is that the long term development of electricity cost
might show a downward trend resulting in the cost of solar power becoming more expensive
than grid electricity; and

WHEREAS, the idea of electrical costs going down is a very unlikely situation and hence a
minimal risk to the City;

THEREFORE, BE IT RESOLVED AS FOLLOWS:

SECTION 1. The City Council of the City of El Paso de Robles does hereby approve the
installation of a PV system at the Library/City Hall building and authorizes the City Manager to
enter into an agreement with Applied Technologies for the installation.

SECTION 2. That the City Council does also allocate $150,000 from City Facility Repair Fund,
Account No. 119-910-5452-445 to provide the re-roofing of the Library/City Hall in
conjunction with the installation of a PV system.

PASSED AND ADOPTED by the City Council of the City of Paso Robles this 15th day of
April 2008 by the following vote:

AYES:
NOES:
ABSTAIN:
ABSENT:

Frank R. Mecham, Mayor
ATTEST:

Deborah D. Robinson, Deputy City Clerk
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Applied Technologies Associates ka\ Scientific Drilling International

Research & Development Worldwide Headquarters
3025 Buena Vista Drive 1100 Rankin-Road
Paso Robles, CA 93446 Houston, TX 77073
Tel: 805-239-9100 Donald H. Van Steenwyk Tek 281-443-3300
Fax: 805-239-9101 Chairman & Chief Executive Qfficer Fax: 281-443-3311

March 18, 2008

City of Paso Robles
1000 Spring Street
Paso Robles, CA

RE: Installation of Photovoltaic Solar Energy Systems “90%” Option
Dear Mr. App,

This letter summarizes the proposal Applied Technologies Energy Solutions, Inc. (“ATES”) has
structured in conjunction with its parent company, Applied Technologies Associates, Inc.
("ATA”} to install and operate photovoltaic solar energy systems at multiple locations on your
behalf. Under this proposal, we would enter into a Power Purchase Agreement with the City of
Paso Robles (“the City™), whereby we would sell the electricity produced by the systems to the
City, at agreed upon prices, that would represent a projected savings to the City compared to
current and projected utility prices. ATA and ATES would provide the financing to build and
operate the systems. ATES would design, install, operate and maintain the systems.

This proposal is subject to completion of final surveys and engineering designs by ATES and
review and approval of the final designs by appropriate local and state agencies, and the City. It
is also subject to completion of a mutually satisfactory Power Purchase Agreement, completion
of design, installation and maintenance agreements between ATA and ATES, confirmation of the
statc rebate at $0.22 per kilowatt hour produced for the first 5 years. The rate charged per
kilowatt hour is adjustable on an annual basis and the increase will be set to 90% of PG&E’s rate
increase for the equivalent kWh but at least $0.15/kWh, adjusted for inflation. ATA and/or
ATES may propose alternative structures if the basic assumptions contained herein (including tax
laws pertaining to the transaction and market interest rates) change prior to installation.

We have included a spreadsheet showing the systems® projected annual power output, as well as
projected utility rates and our proposed alternative PPA payments. It also shows projected
energy savings for the City. ATES will provide the systems’ technical designs and projected
performance.

The projected system size, annual power output and subsequent savings are approximations of
the final numbers that may change as a result of the final designs and actual site conditions as
determined by Applied Tech. '

www.ata-sd.com e www.scientificdrilling.com e email: cbarker@ata-sd.com




Power Purchaser:

Power Provider:

~ Vendor:

System Capacity:

Annual System
Output

Projected Installation
Cost

System Ownership

Projected Electricity
Cost $/KWh:

k@’)

The City of Paso Robles

ATA. ATA shall be the owner of the system for federal and state
tax purposes. As such, ATA is assuming it shall be entitled to the
30% Federal Energy Tax Credit, 5-year MACRS depreciation, and
all applicable rebates and incentives.

ATES shall design, install, operate and maintain the system on
behalf of Power Purchaser and Power Provider. Vendor will also
file submissions for state rebates, obtain licensing and permits, and
utility interconnect agreements.

140 KW (DC), 112 KW (AC) on the roof of the public library and
the parking lot of the Public Services Building. Actual System
Capacity will depend on final design and site conditions.

First year - 210,000 KWh (projected). Vendor projects that the
system performance will degrade approximately 0.1% per year
thereafier. Actual Annual System Output will depend on final
design and site conditions.

To be paid by the Power Provider

Power Provider shall own the system and the associated Investment
Tax Credits and other tax benefits, rebates and any renewable
energy credits generated by the system.

$.15/KWh (plus any taxes) the first year. The rate charged per
kilowatt hour is adjustable on an annual basis and the increase will
be set to 90% of PG&E’s rate increase for the equivalent kWh but
at Jeast $0.15/kWh, adjusted for inflation. City will allow ATES to
monitor usage of and generation at the facility equipped with Solar
PV system,

Payments: Power Provider shall bill Power Purchaser 12 equal
monthly payments each year of the Term based on that year’s
Projected System Annual Output. The parties shall reconcile any
deficiencies or additions to the actual annual power production in
the twelfth month. Power Purchaser will make an additional




Term:

Projected Savings

PPA
Documentation;

Governing Law:

.\k@)

payment for any excess production, or shall receive a credit for any
lesser production.

Ten years followed by either a purchase provision or a five year
renewal. Power Provider shall provide early termination and de-
instailation costs.

The attached spreadsheet shows projected annual and cumulative
savings.  Actual savings will depend on final design, site
conditions, and actual utility price increases.

The Transaction is subject to the execution of a mutually
acceptable Power Purchase Agreement, Site Lease, Board
Resolutions, assignment acknowledgements, security filings,
California rebate documentation, satisfactory design, installation,
and maintenance documentation, and other documents associated
therewith. The Power Purchase Agreement shall contain terms and
conditions customary for similar transactions. The parties shall
work in good faith to develop mutually acceptable documentation.
Power Purchaser shall be responsible for insuring the system.

Californmia

ATA is submitting this Proposal as confidential information. If you are in agreement with the
foregoing, please sign below and, in conjunction with ATES, we will commence state
submissions, and survey and design work on your behalf. This proposal shall expire as of March

31, 2008.

Very truly yours,
Donald Van Sfeenwyk

Accepted and Agreed

THE CITY OF PASO ROBLES

By:

Name:

Title:

Date:
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City Facilities Oft-Set and Costs
System annual annual percentage current PPA system sales
Location Size Generation need offset rate starting price in System Price
in kW in kWh $/kWh rate W/STC

Airport Shaded Parking 69 102,000 102,000 100% $0.14 $0.18 $7.40 $510,600.00
Barney Schwartz Park 350 511,000 550,000 93% $0.13 $0.18 $7.40 $2,590,000.00
Centential Park 323 472,000 475,000 99% $0.14 $0.18 $7.00 $2,261,000.00
City Hall 53 83,000 700,000 12% $0.14 $0.18 $6.40 $339,200.00
Golden Hills Water Towers $0.00
Pioneer Museum 11 17,080 17,120 100% $0.17 $0.18 $6.30 $69,300.00
Public Services Bldg 87 127,000 716,000 18% $0.13 $0.18 $7.40 $643,800.00
Train Station 48 69,800 85,000 82% $0.12 $0.18 $7.50 $360,000.00
Veterans Bldg 25 38,000 39,000 97% $0.17 $0.18 $7.50 $187,500.00

Total or Average 966 1,419,880 2,684,120 53% $0.14 $7.11| $6,961,400.00

annual escalation 6% (?) 2% (guaranteed)

approximately 1pound of CO2 is generated per 1kWh of electricity
The systems combined would reduce the city's carbon footprint by 1,377,284 Million pounds per year
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