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Financing  Structure:    Third  Party  Op-ons

	
   Operating Lease 
◦  Host pays fixed periodic 

fee, equivalent to expected 
energy production 

◦  Host carries “technology 
risk” 

◦  Lessor takes all tax credits 
◦  Lessor responsible for 

O&M cost 
◦  End-of-term cost is “fair 

market value” 
 
 
A 

	
   Capital Lease 
◦  Host pays fixed periodic 

fee, equivalent to expected 
energy production 

◦  Host carries “technology 
risk” 

◦  Lessor takes no tax credits 
◦  O&M may be Host’s 

responsibility 
◦  End-of-term cost is nominal 

A 

	
   Power-Purchase Agreement 
◦  Host pays only for energy 

produced   
◦  Eliminates “technology risk” 
◦  Hedges against fluctuating 

utility and energy market 
costs 

◦  PPA provider responsible for 
O&M cost 

◦  More complicated 
agreement, difficult to work 
for smaller projects 
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Financing  Structure:    PPA  Structure

	
   A.	
  	
  Nego;ated	
  Agreement	
  
◦  Dura*on,	
  prices,	
  deliverables,	
  etc.	
  

	
   B.	
  	
  Energy	
  Deliveries	
  
◦  As	
  metered	
  

	
   C.	
  	
  Regular	
  Payments	
  
◦  Purchase	
  the	
  energy	
  generated	
  
◦  Nego*ated	
  price	
  and	
  schedule	
  

	
   D.	
  	
  Export	
  Excess	
  Energy	
  to	
  Grid	
  
◦  Through	
  local	
  u*lity	
  

	
   E.	
  	
  Receive	
  regular	
  U;lity	
  Services	
  
◦  Con*nued	
  rela*onship	
  

U;lity	
  
§  Provides	
  regular	
  
electricity	
  service	
  

§  Provides	
  net	
  metering	
  
§  May	
  reset	
  PLC/NSPL	
  to	
  
reflect	
  on-­‐site	
  peak	
  
genera*on	
  capacity	
  	
  

Host	
  
§  Receives	
  power	
  from	
  
on-­‐site	
  PV	
  system	
  and	
  
u*lity	
  

§  Pays	
  developer	
  for	
  
delivered	
  electricity	
  

Developer	
  
§  Coordinates	
  finance,	
  
design,	
  	
  construc*on	
  
on	
  Host’s	
  site	
  

§  Captures	
  all	
  incen*ves	
  
§  Monitors	
  and	
  
maintains	
  PV	
  system	
  

A.	
  Agreement	
  

B.	
  kWh/kW	
  deliveries	
  

C.	
  Regular	
  Payments	
  

D.	
  Excess	
  kWh	
  

E.	
  Regular	
  kWh/kW	
  services	
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Procurement  Process:  Stages

	
   Purpose	
  
◦ Allows	
  public	
  sector	
  buyer	
  to	
  
beder	
  control	
  the	
  procurement	
  
process	
  

	
   Benefits	
  
◦  Focuses	
  expedi*ng	
  RFP	
  process	
  
◦  Sets	
  appropriate	
  internal	
  
expecta*on	
  

	
   Requirements	
  
◦  Internal	
  staff	
  resources	
  
◦  External	
  Engineering	
  Review	
  
◦ Board	
  coordina*on	
  

9.	
  	
  Contract	
  Execu;on	
  
Nego*ate	
  final	
  PPA	
  language	
   Board	
  Ac*on	
  

8.	
  	
  Go	
  /	
  No-­‐Go	
  Decision	
  
Review	
  IPA	
  Results	
   Decide	
  to	
  proceed	
  

6.	
  	
  Selec;on	
  
Best	
  and	
  Final	
  Offers	
   Condi*onal	
  Selec*on	
  

5.	
  	
  Scoring	
  
Focus	
  on	
  Value	
  and	
  Risk	
   Sedle	
  on	
  top	
  proposers	
  

4.	
  	
  Interviews	
  
Start	
  with	
  most	
  expensive	
   Iden*fy	
  what’s	
  missing	
  

3.	
  	
  Receive	
  and	
  Review	
  Proposals	
  
Focus	
  on	
  Ques*ons	
   Focus	
  on	
  Value	
  

2.	
  	
  Issuance	
  
Finalize	
  solicita*on	
  documents	
   Distribute	
  Request	
  for	
  Proposals	
  

1.	
  	
  Prepara;on	
  
Set	
  project	
  goals	
  and	
  preferences	
   Assemble	
  team	
  and	
  data	
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Procurement  Process:    Tools

	
   Site	
  Assessment	
  Tools	
  
◦ MS	
  Excel	
  workbook	
  to	
  compare	
  direct	
  purchase,	
  lease,	
  and	
  PPA	
  costs	
  

	
   Model	
  Solicita;on	
  
◦  Focuses	
  on	
  Power	
  Purchase	
  Agreements	
  
◦  Checklist	
  for	
  internally-­‐generated	
  materials	
  
◦  Core	
  solicita*on	
  documents	
  and	
  respondent	
  forms	
  

	
   Model	
  Agreements	
  
◦  Can	
  be	
  amended	
  to	
  meet	
  internal	
  requirements	
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Case  Study:    Illinois  Sanitary  District

	
   Ini;al	
  Project	
  
◦  Ini*ally	
  iden*fied	
  10	
  poten*al	
  sites	
  	
  
◦  Ground-­‐	
  and	
  roof-­‐mounted	
  systems	
  

	
   Economic	
  Evalua;ons	
  
◦  Using	
  very	
  conserva*ve	
  assump*ons	
  
◦  2	
  vacant	
  sites	
  eliminated	
  
◦  6	
  remaining	
  sites	
  showed	
  poten;al	
  
◦  3	
  ground	
  sites	
  had	
  the	
  best	
  poten;al	
  
(assuming	
  a	
  1%	
  per	
  year	
  increase	
  in	
  grid	
  
electricity	
  supply)	
  

◦  Current	
  site	
  electricity	
  costs:	
  $0.069/kWh	
  
◦  Electricity	
  supply	
  (volume	
  related	
  elements	
  
only)	
  

◦  Distribu;on	
  (volume-­‐related	
  elements	
  only)	
  
◦  Taxes	
  (volume-­‐related	
  elements	
  only)	
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  ($/kWh)4	
   PPA	
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Case  Study:    Illinois  Sanitary  District

	
   Bid	
  Results	
  
◦  Lead	
  bidder	
  combined	
  the	
  three	
  ground-­‐
mount	
  loca*ons	
  into	
  a	
  single	
  offer:	
  
◦  kW	
  AC	
  Capacity:	
  1,360.80	
  
◦  kWh	
  AC	
  Output	
  Year	
  1:	
  	
  1,805,509	
  
◦  kWh	
  AC	
  Output	
  20-­‐Years:	
  	
  	
  34,394,955	
  
◦  Total	
  Area	
  Requirement:	
  	
  208,200	
  sq.	
  f.	
  

◦  Also	
  included	
  u*lizing	
  badery	
  storage	
  to	
  
improve	
  system	
  func*onality	
  

	
   Economics	
  (20	
  Year	
  PPA)	
  
◦  Fixed	
  price	
  without	
  escala*ons	
  
◦  SRECs	
  sold	
  at	
  $100:	
  	
  $0.049/kWh	
  	
  
◦  SRECs	
  sold	
  at	
  $0:	
  	
  	
  	
  	
  	
  	
  $0.059/kWh	
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Key  Ques-ons

How	
  does	
  management	
  define	
  value?	
  
◦  Sebng	
  a	
  long	
  term	
  hedge,	
  meet	
  policy	
  objec*ves	
  

	
  	
  
What	
  is	
  the	
  targeted	
  price	
  to	
  meet	
  or	
  beat?	
  
◦  Current	
  market	
  price,	
  some	
  level	
  of	
  escala*on	
  over	
  *me?	
  

	
  	
  
What	
  is	
  the	
  op;mal	
  project	
  size	
  and	
  other	
  characteris;cs	
  
◦  Loca*on,	
  dura*on	
  
	
  
What	
  level	
  of	
  investment	
  is	
  management	
  willing	
  to	
  make?	
  
◦  Staff	
  *me,	
  capital,	
  property	
  op*ons	
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Discussion

Thank	
  you	
  for	
  your	
  *me	
  and	
  considera*on	
  
	
  
Mark	
  Pruid	
  –	
  The	
  Power	
  Bureau	
  	
  	
  |	
  	
  	
  markjpruid@thepowerbureau.com	
  	
  	
  |	
  	
  	
  219.921.3828	
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