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LG:
Hi.  Good afternoon, everyone.  Thanks so much for joining the webcast.  My name is Leigh-Golding DeSantis and I support the DOE’s Technical Assistance Program as the Mid-Atlantic Regional Coordinator.  I am so excited to be on this webcast today.  We have some great TAP experts as well as some grantees that are going to share their experiences with you.  Before we jump into the presentation, let me go over a little bit about the Technical Assistance Program.  
TAP is managed by a team of the Department of Energy’s Weatherization and Intergovernmental Program Office of Energy Efficiency and Renewable Energy.  TAP provides state, local, and tribal officials the tools and the resources needed to implement successful and sustainable clean energy programs.  This effort is aimed at accelerating the implementation of Recovery Act projects and programs, improving their performance, increasing the return on and sustainability of Recovery Act investments, and building clean energy capacity at the state, local, and tribal levels.  

TAP offers a wide range of resources, including one-on-one assistance; an extensive online resource library that’s located at the Department of Energy’s Solution Center; the facilitation of peer exchange, best practices and lessons learned.  TAP technical assistance providers can provide short-term, unbiased expertise in energy efficiency and renewable energy technology, program design and implementation, financing, performance contracting, and state and local capacity building.  In addition to providing one-on-one assistance, we’re also available to work with grantees at no cost to facilitate peer-to-peer matches, workshops, and training.  

We also encourage you to utilize the TAP blog.  This is a platform that allows states, cities, counties, and tribes to connect with technical and program experts and share best practices.  The blog is frequently updated with energy efficiency or renewable energy-related posts, and we encourage you to utilize the blog, ask questions of our technical experts, share you success stories, best practices or lessons learned, and to interact with your peers.  Requests for direct technical assistance can be submitted online via the Technical Assistance Center or by calling 1-877-EERE-TAP.  Once a request has been submitted, it will be evaluated to determine the level of assistance and the type of assistance that will be available and provided, so please don’t hesitate to utilize that portal.
Just a little bit about an upcoming webcast, so please join us tomorrow for the next July webcast.  It’s called An Introduction to Using Community-Wide Behavior Change Programs to Increase Energy Efficiency.  This is Part 1 of a two-part series.  I also want to highlight that the webcast that you are watching now, we are going to have a Part 2 as well, again on power purchase agreements.  If you would like to submit suggestions on what you would like to see covered in that second part once you’ve watched this webcast, we’re always open to hearing those.

And I’m just going to go ahead and jump into the presentation now.  Your agenda is up on the screen here.  First we’re going to have Darin Lowder who will cover what PPAs are, how they’re negotiated, multiple ways that they are financed, and they’re going to cover key concerns of local governments including sharing risk and specific concerns for public customers.  Next we’re going to hear from Salt Lake County whose project will begin construction in August of this year, and about how they determined the financing method that got them the lowest cost per kilowatt hour, show us a timeline on their project implementation, and then also cover the financial, political, and the market factors that affected their project.

Then we’re also going to hear from Rick Toyle of Talbot County, Maryland, who is going to share some of his tips for putting out an RFP, project management, and then also how he negotiated a system that will produce 890 kilowatts annually and will save the county $1.6 million over their 20-year contract.  Also, at the end we’ll reserve about 30 minutes for our Q&A session, and if you have questions at any time during the presentations please type them into the Q&A box.  You’ll see that on your screen.  And then during the Q&A session I will read your questions, and please feel free, also, to address them to specific presenters, if you’d like, throughout the presentation.
Without further ado, let’s jump into this.  Darin.

Darin:
Thanks, LG.  I appreciate that.  As we talk about PPAs and Power Purchase Agreements, I sometimes find that the term PPA is a loaded term that means a lot of things to a lot of people. So I think before we get too far into the details, we wanted to talk a little about exactly what we mean by that term.  In fact, as you mentioned, we have a couple of examples of some local governmental grant recipients that have either successfully negotiated or are in the process of navigating negotiating and finalizing power purchase agreements, in both cases today for solar projects, but they can be used for other technologies as well, obviously.

Why don’t we jump into a few of the foundational issues of power purchase agreements.  What is it?  Local governments are very familiar with certain arrangements like lease arrangements or lease financings, where it’s a way of acquiring an asset or of managing an asset.  Those entities are often a little bit flummoxed at what a power purchase agreement is exactly.  In essence, it’s a service agreement.  It’s not a purchase agreement of an asset.  It’s a purchase of services of the delivery of electricity in most cases.  And it’s a well-established tool for separating the benefits, the burdens of the ownership of a power-generating asset or a thermal-generating asset, separating that from the asset’s output, the electricity or heat, for example.


Under the power purchase agreement, in contrast to a long-term lease, for example, the ownership, control, and operation of the asset generally resides with the provider or owner of the project, while under a lease the customer and the lessee typically has operational and maintenance responsibilities.  There is also different tax treatment for leases versus PPAs and some different rules that they have to live under to make sure that they are treated the way that they are intended to be treated.

In essence, the PPA is a way of private entities maintaining that system behind the meter on a public customer’s site, and it typically involves a long-term contract.  That’s what makes it financeable.  That’s what allows third parties to provide the funds for the project to be built and to be operated.  And the private ownership enables the tax benefits to be realized as well, in full.  So if you look at the structure on the screen, there are other parties involved.  This is a simplified structure.  
Essentially, the two boxes in the middle row, the project developer and owner and the host customer, are the key participants.  The project developer takes the risk of operating of the system, typically takes the performance risk.  In other words, the way these are normally structured, if the project does not produce electricity, that the customer has no obligation to pay for what has not been delivered, but the project developer is still generally on the hook for paying any debt service that it has or repaying any loans and so on.  
Depending on the state that you’re in and the level of the incentives, the utility or other solar renewable energy credit buyer can be a key financial player in the project in that those subsidies or revenue streams are generally fundamental to making the deal work, and to making the pricing work in the way that it’s structured.  
Obviously the government’s involvement at federal, state, or local level, there are a number of incentives, the most significant being the 30 percent investment tax credit through the Stimulus Bill has been able to be taken and claimed in the form of a grant from the Treasury, so a check rather than a tax credit.  And again, that’s equal to 30 percent of the total cost of the project.  There are also accelerated depreciation benefits that accrue to the tax owner.

Under different scenarios, PPAs can be structured in ways that are not very appropriate for public projects.  As an example, when the commercial solar developer signs an agreement with a department store, for example – a Kohls or a Macys – those are often set up so that if the project developer, or the commercial installer and developer, doesn’t take any further action, if they don’t end up developing the project.  There is typically very little penalty, and I think that in that case the customer’s really not doing anything else with that space and they’re not really out much in expenses or in alternatives.  
That’s really not the case here, where a recipient may be dealing with grant deadlines, they may be dealing with other rules and guidelines that have specific timelines attached, that would make it difficult for them to have the timeline slip significantly.  So, under the obligations, in these agreements, typically the provider does have the obligation to finance, construct, operate the project, and deliver the output.  And it is possible to specify minimum outputs with various penalties accruing.  Those are often difficult to obtain.  There are some developers that are uncomfortable with that for a number of reasons, but that is possible to do.  
And then the customer generally has the obligation to take all of the power that’s produced by that system.  The ownership of the renewable energy credits, or the solar renewable energy credits or certificates, depending on where you are and how they’re referred to, is really a negotiable issue.  That’s not fundamentally tied to either party, and that can be structured as part of the incentive, which I think Rick will address later.  In the Salt Lake County example, Greg Folta, I think wanted to touch a little bit on how their project was structured.  We’re going to get into more of a case study with them, but as we talk through some of the issues of negotiating power purchase agreements, which they’re really in the thick of right now, I think Greg has some insights into how the fundamentals of their economics of the deal tie into that process.  Greg, do you want to touch on that a little bit?

Greg:
Yeah.  Thanks, Darin.  I thought it would be helpful to run through briefly sort of a summary of what our project is, and it will help as we go through with the context of the rest of these slides.  We had several different sources of funds for our project – the Department of Energy earmark, EECBG grant, the use of QECB, Qualified Energy Conservation Bonds, and then also, because of the location of this project, it’s eligible to receive new market tax credits, so we had the net proceeds from the new market tax credit investor, and then our PPA partner is also making an equity investment in this project.  
So we pooled all those various sources of funds together, and then under the terms of our PPA, the County will lease our roof of the Salt Palace to a special purpose entity that was created by the equity investor, and that entity will have the system constructed and they’ll own the system, and then the County will pay for the power generated by the system.  We start out at 7.5 cents per kilowatt hour, which is approximately the full cost of our power to us today, and then that increases over the first seven years by about two percent a year, and then it goes up to a higher but fixed rate in years 8 through 20 of our agreement.  
Our economic benefits of this are based on reduction in demand charges.  We know there will be reduction in demand charges, so to the extent that that occurs, we’ll receive greater economic benefit, and also, inflation rate of future traditional power.  And so, the estimated benefit to the County, as far as financial benefit goes, is anywhere from break even to as much as potentially $2 million in net present value over the course of 20 years, depending on those factors, reduction in demand and the inflation rate.  But then we receive other benefits as well – jump-starting the solar energy industry in Utah, which has been not very existent to this point, and economic development related to that, and then also education and convention business potential and other benefits as well.  That’s kind of a summary of our transaction.  
So related to the obligations, that we agree to pay and use whatever power is produced.  There is no net metering anticipated, so in other words, we’re going to be using all the power.  There is not going to be a time where any of this power is going back out to the system.  There is not going to be any excess power produced.  And as far as the recs go that were mentioned on the previous slide, the County is buying some of those recs and the investor is also selling some recs to other entities.  So Darin, did you want to go on with the next slide?
Darin:
Yes.  Thank you.  I think that will help with giving some context to your comments.  So again, why would you choose a PPA?  In addition to the economic issues, this essentially moves the obligations of the responsibility for constructing, developing, operating the project, and it takes it completely off balance sheet.  So if bonding capacity, for example, was a problem, that helps in that process, enabling the private parties to receive the tax incentives, and then, as a result, to have the customer indirectly benefit so that the pricing can be passed along, which is the case, I think, in both of the examples today.  
And then as Greg pointed out, enabling renewable energy project development that’s not already taking place.  The total solar capacity in the state of Utah at this point is well less than one megawatt, and this project is going to be over 2-1/2 megawatts.  I think all of those are reasons that were relevant in this case.  How does this happen?  Obviously it can be done through competitive procurement processes – an RFP or kind of a multiple stage, Request for Qualification followed by RFP, Request for Proposal – and some alternatives to work through energy performance contracting as well.


In terms of risk-sharing, the issues that come up in the public context – and again, Salt Lake is a good example of this – the Salt Palace, the convention center in downtown Salt Lake is the site for this project and I think it’s the most valuable piece of public property that the County owns.  It generates a great deal of revenues, it’s very visible, so the risk to that property, the risk of the project being halfway completed and then stalled out on the roof of that property, whether you meet all the timelines, whether the project site us usable throughout the construction period and after, and then financial risks in the future of not meeting those targets.  Anything else on that, Greg, that you wanted to touch on?

Greg:
Yeah.  I was just going to talk a little bit about how we handled some of these issues, specifically.  As far as the risk to public property, the provider will have insurance to cover damage to the building, and we also have existing warranty, continuing warranty on the new roof that we put on the building.  Project completion, the investor will commit additional dollars to ensure the project is completed.  As far as the schedule risk and losing financial incentives, when we talk about the timeline for this project a little bit later on you’ll see it’s a pretty lengthy timeline.  
Part of that was a product of the original investor.  We had an investor originally on this project that we wound up needing to drop and switching to a different investor, and we found that in the PPA that we had with them originally, the draft of it, we didn’t really have a definite way out of the agreement, and that caused us to have some struggles with moving on.  So it’s important to try to establish deadlines, or at least landmarks to prevent losing financial incentives, as is says on the slide.


And then as far as loss of use of project site by customer, in the current PPA that we’re negotiating and finalizing, the provider is responsible for liquidated damages to the extent that they’re not covered by insurance, if we were to lose some business days, as far as the use of the convention center.  And then on the insulation, we agree that we won’t construct or permit anything blocking the sun from coming in during the course of this PPA, and we won’t allow others to do that to the extent that we have control over that.  So those are just some of the ways that we’ve shared the risk between us and the provider on our PPA.
Darin:
Thanks, Greg.  And again, this touches on the kinds of issues that are somewhat unique to public customers.  Any entity that has done a lot of contracting with public bodies, or that has done financing with public bodies is going to be familiar with a lot of these.  Most of the contracts are going to become public, including, in Salt Lake’s case, all of the pricing data and some of that commercial information, so that needs to be clear to people going in.  In terms of non-appropriation risk, where there is a possibility that the public body decides in the future not to allocate money to make the payments, obviously there are huge consequences for that.  And then various liability issues and some taxation issues.  Again, these are all familiar to companies that have contracted with public entities, and it shouldn’t be a big issue, but the more that’s made clear in the RFP, obviously, the faster these issues can be resolved.  

I don’t think there’s much more to say on that.  I guess I would move on to the tax issues.  Even though federal tax issues – as we said, to get a tax credit, obviously you need to pay taxes.   While that’s not the direct problem or concern of the public body, I think it is important to be clear that it’s a key part of the fundamental economics, and it’s important that the process recognizes that.  For example, some deadlines under the current incentives, for various technologies, for the 1603 U.S. Treasury Grant, that construction needs to start by the end of 2011, and there are some rules about what “commence construction” means.  
And again, that’s the primary responsibility of the developers to make sure that occurs, but the customer wants to make sure that they’re aware of that, aware of the other tax incentive deadlines.  Again, the construction for these technologies need to be completed by end of 2012 for wind, 2013 for things like biomass, landfill gas, waste energy, and 2016 for solar.  So those are going to be considerations that go through and float through the documents as well.

We could skip a couple of slides up to the financing slide.  Again, Greg, you may have some thoughts on this, in terms of what the County’s had to deal with.  The folks who are providing the funds, whether as a lender or as an equity investor, are typically going to require a number of rights in the agreements before they’ll lend money to the project.  Some of those include the right to step in and complete the project if the constructor contractor doesn’t do so sufficiently; the ability to assign the power purchase agreement to another provider, in similar cases; and the ability to secure their interest in the property through various liens.  
Those can present some challenges to public bodies, where in some cases you cannot place a lien on the real property; you typically can’t do that on something like the Salt Palace, even though you could potentially on the project on the roof.  Anyway, Greg, I don’t know if you had something add there.  These things have certainly come up.
Greg:
Correct, and part of it comes up on the next slide as well, related to challenges that we’ve had with owning of the property – or maybe it was on the previous slide – where we actually lease land that the Salt Palace is on from another entity, so we’ve had to work through those ownership issues. And where we’ve had bond financing for the Salt Palace facility, we have issues related to resolving the liens, et cetera, related to the bond financing.  So those are all issues that we have had to work through and are continuing to work through in trying to finalize our PPA.
Darin:
Great.  So the next slide on business terms – this is a little bit backwards.  Obviously you want to get these nailed down at the beginning.  Before you move to the technical issues you really want to make sure everyone is in agreement on, Is there an output guarantee?  What’s the pricing for the power?  How big is the system going to be?  Is there any flexibility and leeway?  Did the customer have a big concern about the size of the system versus the pricing?  What are the access rights?  How is this going to be purchased, potentially?  All of these are issues that it’s helpful to have a clear idea of what is desired from the customer side, and then it’s a lot easier to come to resolution.


Again, these things vary.  Again, Greg, in your case, the kinds of terms and where the purchase options come through, the County may have had an idea up front and had some flexibility in where they ended up on that.

Greg:
Yeah, that’s true.  As far as the pricing goes, there is not an output guarantee in our PPA.  We pay only for what is produced.  But the system owner, their cash flow depends on producing at or near the levels that they expect.  So they start with a certain kilowatt hours produced by the system and there is a degradation factor each year.  Of course, it’s revenue to them, as we pay for the power, so it’s important to them that they actually do produce at that level, so that kind of indirectly creates an output guarantee, I think.  
And then as far as the system size, we originally went out to bid an RFP on this a year ago, or a little over a year ago, and were asking for potential investors and partners on this to match our DOE earmark of about $618,000, at a minimum.  At the same time, we set the price that we wanted to pay at 7.5 cents per kilowatt hour, as we talked about, because of political and other factors.  And so really the system size became the key variable for the selection, so that had an impact on the size of the system, with us going with a larger system.  
And then with our original partner we had anticipated a purchase option at the end of seven years.  With this current partner, it’s more likely that will be not until after 20 years, although we still do have options for that.  As far as the completion goes, our investor will commit dollars to ensure that the completion happens, as opposed to having performance bonds.  And then the interconnection costs we’re still working on with our local utility.  They are just competing studies to determine what, if any, interconnection costs we have, and we have an agreement in the PPA that the provider will pay up to a certain amount, and then if it’s above that, the County will pay for that.  So we’re hopefully getting close to resolving those interconnection issues with our local utility.
Darin:
Right.  I think it would be helpful to talk in a little more detail about the project that the County is undertaking.  Obviously we’ve alluded to that there are some real challenges and have been some real challenges in Salt Lake County’s environment for doing solar power, and I think that’s one of the things that the County wanted to address was to figure out how to show that these projects could be done there in Utah and that those challenges could be overcome.  One of the issues is very cheap power relative to the rest of the country.  As you said, 7.5 cents is what the convention center paid per kilowatt hour.  It’s about double that in some place like New Jersey.  In downtown L.A. it can be triple that.  In making solar competitive, that’s an underlying challenge.


Not a lot of deep subsidies.  There is no state renewable energy certificate market.  And then when the project began in 2008, the utility insisted that there was no third-party ownership of power projects possible in the state, so having a private partner was difficult, and the pricing that the utility would offer didn’t get you there.  On the other side, on the assets, they’re outlined in the next slide, Salt Lake County has a AAA credit rating.  They had substantial amount of Qualified Energy Conservation Bond allocations and DOE grants, and as Greg mentioned, the convention center was in an area eligible for low-income tax credit called New Market Tax Credit that could be combined with the other incentives.  
The mayor and other folks in the City Council were supportive of the project.  And that led to a financing study, on the next page, which I’ll touch on just briefly, just to make the point that the County wanted to make sure they understood the optimal financial structure for the project.  They did this in a way that is somewhat uncommon in that they looked at all the alternatives first and modeled them out to figure out which structure would give the best pricing.  As they went through that, essentially the optimum case – if you look at the bottom right-hand corner – the cheapest option was a private ownership structure combining multiple incentives.  
Now, the deal that they ended up was substantially better than that for a number of reasons that we’ll get to in a minute, but the approach they took was guided by the results of that study.  On the next slide you can see the time line for this.  I think Kimi Barnett, who is the environmental coordinator for the County, has been involved through almost all of this process and can speak a little bit to the timing on it.  Kimi?
Kimi:
Sure.  Thanks, Darin, and I hope this time line isn’t as scary as it may seem for some people, and I think the title says it all.  It is a marathon and we are coming to the end of this.  And certainly, which has already been talked about, we had many challenges that I think others may not have to face.  As you can see, we started this journey in 2008 with our financing study, and this was really the first time a lot of us here at Salt Lake County heard this funny little concept called a power purchase agreement.  We all had to really educate ourselves and our Council and our different divisions in here on what this power purchase agreement was and why we wanted to do this.  
As Darin also mentioned, a big problem that we had here at Salt Lake County and in the state of Utah was power purchase agreements were not allowed under state, so that was hurdle number one.  We needed to get some legislative changes to allow Salt Lake County to enter into this, which we were able to do.  In 2010 we were incredibly shocked that we were actually able to get legislation through.  The legislation is very limiting.  It is only for non-tax-paying entities.  Nevertheless, Salt Lake County was able to move forward and release its RFP for this project, which was incredibly exciting.  Again, as Greg and Darin have talked about, we did have some changes in our original project partners. 
The financing of this is incredibly complicated, so we did have some hiccups along the way, which is why it has taken this long.  But here we are.  We are close to closing our new market tax credit financing, which is a very lengthy and complicated process, and construction will begin this year.  We’ll be having a big party when that happens.  So again, we have some additional barriers here at Salt Lake County that we had to overcome, big barriers, legislation, education, but now that we’ve gone through this process, I think if we were to do it again, we would do it a lot shorter.  We know what we’re doing now.  And luckily, we had Ballard Spahr and specifically Darin Lowder along this entire journey.
Darin:
Thanks, Kimi.  If we could back up one slide I can just clarify a couple of the acronyms there that probably are not very clear.  The CREBS are some low-cost bonds that were available public entities.  The NMTC is a new market tax credit, and essentially what that provides is for very low-cost funding for the project.  The ITC is the investment tax credit, so the private tax benefits.  
Essentially, the new market tax credits and the qualified energy conservation bonds, again, since the project started in 2008, as Kimi mentioned, the County did a number of things to improve the situation, the federal government did a number of things to improve the situation, and the market jumped in, so the baseline costs, our lowest case scenario of $6.00 a watt, the components are now cheaper than that.  They’ve dropped significantly.  There were some rules that did not allow you to have low interest, anything-below-market-rate bonds that were dropped, so now we can incorporate qualified energy conservation bonds with interest rates of something like 2.5 percent into the project.  
Those didn’t even exist when that study was done.  Then, the DOE Energy Efficiency Conservation Block Grant funds, the expansion of new market tax credit, and the creation of the TAP program, the Technical Assistance, the County has received a great deal of assistance through that program.  So all of those things combined into what is outlined on the next slide as the successful project RFP, which was a year ago, at this point, when the RFP was issues and awarded, and they’ve been able to work with the winning bidder and some other financing partners and some really top-flight financing folks who are getting this through fruition.  
So again, the 2.5 megawatt, a little over 2.5 megawatt system at the price that they needed to get start, that was politically viable with the project that’s scheduled to close in the next few weeks, and should be completed next year.  It’s really an amazing accomplishment in that area that will be a huge step forward for the industry and for the state and renewable energy.  LG, you might want to jump straight to the Talbot County case study if you like and we can come back to the fundamentals after that, if that’s helpful.

LG:
I think the slides are just catching up with me here.  You should see them in just a second.  There we go.

Rick:
Thank you, LG.  Again, my name is Rick Toyle and I happen to the Director of Parks and Recreation in Talbot County, Maryland, and I’ll make the assumption that you can hear me because obviously you’re on the listen mode only.

LG:
Rick, we can hear you.

Rick:
But I would say, going into this process, you will find that there is no one perfect way, in my opinion, to do it, but there are lessons learned that you can share with one another and other people around the country and people within your own state, depending on where you live.  I wouldn’t, at any time, feel alone, and if you do, you’re probably going to find that you’re going to make as many mistakes as others have made.  These are only the things that I learned from the process.  
We do have a system that is in place, a system that is built and it is operating, and the building that I’m sitting in right now, it is fully operating that building.  It’s a 72,000 square foot community center, very multipurpose facility on 57 acres, that has two sheets of ice in it.  We do have a full hockey rink and the southernmost curling rink in the United States, so it’s a very unique facility in and of itself.  If it can do it here, it probably can do it anywhere.


The local climate is a very rural area on the eastern shore of Maryland.  The population is only 37,000 people within the county.  We have a greater than national average in income.  It is one of the wealthiest counties per capita in the country, and that means that obviously the people have a great deal of funds, and the demographics proved that out in the fact that we have a much greater than national average in age.  It is not a retirement community.  It is not a gated community.  It is a public government agency that I work for, and it is a regular population.  However, we have 602 miles of coastline in our county, the most in the state, and the most east of the Mississippi River, and we believe probably the most in the country.


The folks who live here, similar to California, have put in, many decades ago, within its charter, almost like Proposition 13 in California where we have a tax cap, and a very rigid one.  And each time it has come up for referendum, it has been overwhelmingly shot down to get rid of that tax cut.  So in my situation as an administrator within the community, in the Department of Parks and Recreation, which is often the area they cut first if they need funding to help people, and rightfully so with public services such as police, fire, rescue, or people who are in need of things such as food, water, and shelter, we find ourselves challenged and we end up in a very competitive place.  
So I sought out this measure and sought out ways to complement our building and its cost, and to try to be greener and leaner with using solar power.  I have used it on scoreboards and we have used it on other areas, too, but we had done much smaller things.  These were very small projects, although very noticeable.  Our lighting in our parking lots were wind and solar hybrids and they were saving us a lot of small amounts which added up to a great deal. However, we had to look at other things, and I had to ask myself, when I looked into this process, “Are we going to buy or sell the power?”  
In other words, we had a lot of land.  We could put the solar array out of anywhere from 500 KW to 3 megawatts.  What did we want to do?  We had to decide how we were going to do it.  We had to decide whether a power purchase agreement was right for us, and I had to do some research on that.  We also had to look at, when we created a power source, what did that mean to the community and the land that it was going to be on, because we had families, children, lots of things to consider.  And in a hybrid situation, were we going to do all solar or were we going to some wind, or were we going to do both like we had done with our parking lot lights, but on a grand scale?  So we had to ask those questions, but in the end we did know we wanted to do it cleaner; we knew we wanted to do it greener; and we wanted it to be sustainable, if we were going to invest in this process of going through all this work and education within the community.

And then the question is, which RFP is right for me?  I’d written quite a few RFPs over the years, but I hadn’t written one in this particular venue, this idea of using green power.  The green approach we took was our building already had geothermal well loops within it, 350, and we had a lot of other things that we used, as I said, throughout the county and our park system, our public pools, and also our golf course, we do a lot of those things.  But we wanted to make sure that this was going to complement our building.  The building had just undergone a $10 million renovation, so the building was basically brand new, and we didn’t want to do anything to the building, as well, that was going to cause problems for us long-term.  
So we decided that the financial advantages outweighed the risk.  We felt that we were willing to take the risk, and I say risk not only from a financial perspective but also the risk from a political perspective. You will be looked at oddly when you bring this forward, in some cases.  I know I was, here on the very conservative eastern shore, I can tell you that there are folks that, if you have a pick-up truck that’s newer than 20 years old, then you’re doing something wrong.  Be aware that sometimes the fiscally conservative approach leads to those risks, politically. 


So we decided to use the RFP in a competitive process to be able to answer our critics, to make sure they knew we did this fairly and competitively, and it worked really well.  You can see here that the RFP that we put out, we had an ad that we posted it publicly in the paper, which every says, “Well, that’s standard.”  Well, not necessarily, but you want to be as public – not just because the RFP, you want to attract investors – but you want to be as public as you can so the public starts talking about this process, so it’s open and people know what’s going on, and so you can assist them in the education component.


We found that a lot of times this ad and other things that were in the paper was basically good advertising for us about the project in and of itself.  It was one of the cheapest ways to get the word out, so that people started calling and inquiring about the process and what we were trying to accomplish.  We also placed it, obviously, in trade magazines and other things, and we did get six very large competitive companies.  The RFP was written with very specific standards and performance standards.


We required that when you’re picking your partner you want to be clear about the experience you expect from that partner.  We required that you had to have built a 500 KW system or larger – I’ll explain why in a minute.  The ability level – what kind of ability did they have and overall talent, and was that talent in-house or was it something they were going to use a lot of third parties to develop the engineering that would go into this system.  You want the engineering to be very good up front, and I think that’s the best we could get, because a 500 KW system right now is producing at a rate of 890 KW that it will put out over the year, which is phenomenal with the components and the design.


You want to make sure that they’re financially stable.  You want to do some very thorough background check on whether they have the resources with third-party investors that are behind screen, and make sure it’s a two-way mirror, that you know what’s going in and what’s going out, and how much money they do or really don’t have.  The legal background – do they have the legal team to walk you through some of the things they want to do, and is your legal team strong enough, and if not, you need to hire – and it will be worth the money up front, to retain somebody who has experience of this expertise and this area, because if you don’t, it could mean a big difference on the other end of this investment.


You want to take a team approach in bringing together the key people in your agency or in your company, or whoever you surround yourself by.  You will miss things alone.  Don’t do this alone.  No one person, from experience I can tell you, it’s too in-depth and you want to form a committee that will work with you and support you, and then when it comes time to educate elected officials and other people, they can stand behind you, and they can be used as references as to why you did what you did.


And then communicate clearly where the goals are of what you want to do with your RFP and why you’re doing it, and who your partner is and communicate with them through the RFP process, and what kind of partner you’re looking for.  That way, you’ve got that to fall back on on the other end, because there are times when things will come up.  You will not agree on everything.  And if it’s clearly outlined in the RFP, or clearly outlined in all the things you started with from day one with your partner, they’ll probably be much more amenable to working it out.  And if you pick a good partner anyway, you will find that will be the case.


Our arrangement is we have a host customer, which is us, Talbot County.  It was mentioned by Darin earlier in the process, for tax reasons. The different is a lessee versus a host customer that is just giving an easement on land, for them to occupy, to operate and maintain a turn-key system, which is what we have, a turn-key system.  The system owner is NautilusSolar, who we’re working with out of New Jersey, a very good company.  Mercury Solar Systems was the contractor that installed the system on-site for Nautilus, and then we also have repair and maintenance outlined clearly in the RFP and in our agreement with our partners, and Mercury will be doing that for Nautilus as well.  
So we have a direct contact for any emergencies or needs that might come up, and we have outlined that in our RFP.  We wanted to have that arrangement so we weren’t working with somebody and not knowing who they were or where they were coming or going.  Especially where we have families and children running around, we wanted to know consistently who was operating or being involved with our property, from a liability perspective.  That’s our arrangement, similar to the one that Darin and those folks mentioned earlier.  I find it is working well for us so far and has been positive.

You can see our system was laid out on a property of 57 acres that I had mentioned.  The roadway that you can see is there is Route 50 that goes from Maryland all the way to the West Coast, the famous Route 50.  That highway goes to Ocean City, Maryland, and the Atlantic Ocean for us, and it’s east- and west-bound.  It goes to the Chesapeake Bay Bridge.  We’re about 20 miles from the Bay Bridge, and we’re right on the highway.  This was a highly visible and political project.  The project was intended to be that way by the Governor’s Office of the State of Maryland.  They wanted to make sure that people knew about sustainable energy.  
It is a public building that faces Route 50.  I’d like to believe it’s one of the nicer community centers in all of Maryland, and one of the best in Delmarva.  It does not detract from it.  You’ll get weird questions.  One of the questions I got was, “Will it reflect light onto Route 50, blind drivers, and cause a 150-car pileup?”  Please don’t laugh but those are the questions, publicly, you’ll get, so communication is central.  You can see from the slide that the system takes up three to five acres.  It was originally $500,000 we got for the system in a grant that we used to leverage.  
I’ll get to that in a minute, but you can see the layout of these things.  It’s important how you put it, because we have athletic fields and many things.  We have thousands of users a week that come and go out of this facility. It’s centrally located within the county and it’s the only particular community center within the whole region, for three counties.


It’s a 550 kW system and the specifications are there.  As you can see, there’s a summary of the design of 184 strings.  The Schott panels that were used are American-made and we did everything under the Davis-Bacon Act and we had compliance with that.  In your RFP you will want to require the vendor to take care of all of that paperwork so you don’t get bogged down with it.  That is huge if you have any grants.  Make sure any kind of paperwork that has to be done, they bear the burden.  They bear the burden of the legal process.  
The interconnection agreement – they bear the burden of that.  They bear the burden of the cost of interconnection at the end when you hook up your system to the grid.  If there is metering or anything that you need for hardware, they bear the burden of that.  Just like, at your house, when you plug in your alarm clock or radio, the electric company, you pay them one price to put it together and you just plug in, so you’ve got to kind of think of it that way.


We took a results-driven approach.  We believe we’re going to save between $1 to $1.6 million in savings.  We were paying 14 cents a kilowatt hour because of demand and load charges, on top of our normal rate of 9 cents per kilowatt hour, from a local cooperative electric company.  We are going to, instead, be paying 0.069 cents a kilowatt hour in the first year and then we have a 3 percent escalator for 20 years of the system, at which time we can remove the system completely off our land, buy the system outright from the person, or we can renew the contract and have the technology updated.  
We have a second project that was built into the RFP.  We didn’t make it a one-project RFP.  Our RFP was written so that we could do multiple projects, and once we awarded the bid, we didn’t have to keep going back out to bid, because we didn’t feel that we wanted to do that nine times, if we did it over the next 20 years.  We have the option to but we don’t have to, which meant that when money became available for grants and other projects fell by the wayside in Maryland, we got an additional $300,000, which equals another 300 kW for our water treatment plant located 20 miles from here, and I’m wrapping up that project as well.  We also believe that it will allow community growth in the green industry.  It shows we’re welcoming to it.  We are not getting inquiries from manufacturers to see if they would want to locate here to produce, in some empty warehouses and things that we have, so our stock will be filled.  
Our economic development director is thrilled, so you may want to involve them in this process.  We believe the project will outlast the political climate of the naysayers because it is a 20-year project.  Keep that in mind.  And ancillary grants are becoming available, and the reason they’re becoming available is because they see that we’re committed and we can get a project done on time, so we’re getting other projects like geothermal projects that we already had, we’re getting additional ones, and additional ones from the state grants.


Lessons learned.  I want to talk to you real quick about what we did.  We learned that RFPs are the foundation for the final result, that PPAs are unique for governmental agencies, as you’ve heard earlier in this discussion.  But I want to tell you that what we did was also unique in that we took $550,000 and we leveraged it against driving down the price of the power.  We wanted the money saved, knowing it was in the locked-in price of the overall term of 20 years of paying for the power.  
We’re not going to pay even close to 20 years from now what we were currently paying for kilowatt usage because of all the loads and charges.  That’s huge to a government agency because you’re locking in and knowing your budget costs.  If you know you use a million kilowatt hours a year or 1.2 million kilowatt hours a year, you know what that costs you for the next 20 years and you can build it into your budget and be sustainable.

We also made sure that the REC credits that we were getting, the SRECs, we felt they were commodities, that we didn’t know what their actual value would be, and there was too much risk and too much long-term expertise involved for a small, rural community to monitor that and play that game.  So we sold those as part of it, to drive down the price to the developer and they are taking that long-term risk and they are taking that expertise on their shoulders.


We found that sharing information works with everybody, and works wonders.  I took a bunch of RFPs that I found from around Maryland and the rest of the country, and I looked at what they had done, and then I made my own RFP and worked with the committee I discussed earlier to make sure we had what worked best for us.  Plan out your roles as far as your partner and internally, how you’re going to operate your project manager, your project management, your timeline, those things, and with your county executive or whoever your CEO is, who is going to do what, because it becomes very important as you go through it.  
Your timeline – be realistic, but you need to set one so people know when it will be in place because your interconnection agreement at the other end, that’s critical, so they dovetail together.  So once you’ve built, you’re producing power immediately, and your vendor will want to do that, because they immediately can hook up.  If they can do that, they can start making money from you if you’re buying all the power or if you’re reverse-net metering.  Either way, it’s to their advantage to get hooked up as soon as possible.  Require project management meetings in the RFP.  Critical to getting that timeline done.  Require experience as a factor.  
Like I said, have they built a system, instead of somebody who’s local, who’s an engineer, who’s built 10 kW systems that are residential or 25 kW systems which are typical commercial ones in a lot of places, like retail stores, like Kohls or something.  You need one that will produce your power that you need and require that.  Make sure the interconnection is executed on the front end.  I called our power provider because we nobody in the area that even had solar power, never mind something this big.  It took them almost eight months to figure out how they were going to do this agreement and also how they were actually going to physically interconnect and order the parts so they were available.  
And make sure that you understand that partners, in my opinion, give equally to the process, and you have to understand that the provider of the power has certain legal requirements and certain complicated financial bundling of this whole process, especially with the SRECs and other things you might involve.  It’s a huge process for them.  It’s not simple.  Even though they’re experts, be prepared to give a little on timelines or a couple of days or a week here or there for them to review legal things, because it doesn’t happen as quickly as just calling up your local electric company and saying, “Hook me up next Thursday between the hours of 8:00 and noon.”  It doesn’t work that way.  This is a much more important thing, so I urge you to make sure you’re prepared to give to get in some cases, and to not get frustrated.


So in Talbot County those are the things we did and learned.  Those are some of the things that I can pass along.  If there are other things that you would like to inquire, I’m sure you’ll have questions, we’d be happy to help in any way we can.

LG:
Great.  Thank you so much, Rick.  I think since we have a half a hour left, I’d like to present some questions.  I’ve gotten some of your questions in the chat box.  Please feel free to continue sending them, but I’m going to start with the ones we’ve received so far.  This is a common one and maybe Darin, this is one for you.  Is there a big difference between arranging PPAs in different states?

Darin:
I don’t think I would say there’s a big difference in terms of what is going to go into the PPA.  Again, the biggest structural issues that go into those documents have more to do with standard financing considerations and tax issues, so they need to be clear that it’s a service agreement and not a lease, from the IRS’s perspective.  Those rules are the same everywhere.  It needs to make sure that the owner qualifies as the owner under the federal tax rules; those are the same in every state.  Where you would see some difference, I think, are in areas like various types of liabilities, things like indemnification, waving sovereign immunity.  
Those are things that are going to be particular to specific states or county government rules.  Also issues of open records, to what extent is the transaction governed by things like a state version of FOIA.  I know Utah has a very strong version of that.  New Jersey has a very strong version of that.  So those kinds of things would be different in different states.  I think in terms of obligations, how long the term can be, that might vary by state as to what they’re authorized to do, but most of them would not be substantially different.  The body of it would be the same.
LG:
Great.  Darin, maybe this is for you again, or some of the others on the call.  How can PPAs be used if the RED payments don’t pencil out?  Because there is uncertainty with the RED pricing.  This seems to be another common question.

Darin:
Both of the entities here treated them differently, and maybe part of the answer in just a second might be for Salt Lake County to explain their structure which is somewhat unique as well.  There are RED bundlers out there.  There are brokers who will do long-term, essentially monetize that.  The whole exercise is an exercise in monetizing future benefits.  It’s an up-front, big capital cost that’s throwing off various benefits – environmental benefits, electricity for the next 20, 25, 30 years – and so it’s all about finding ways to monetize those up front.  And you’re going to take a discount.  
The more uncertainty – if you bring a broker in they’re going to need a cut for the risk that they’re taking.  And in the long term, recs are very uncertain.  They are subject to changes in regulatory structures and rules in legislation.  I think most financing parties don’t put a lot of weight on RED values outside of a fairly short-term window, and that may vary by state but I would say anything beyond about five to eight years, unless you have a specific supply agreement for them, they’re not going to put a lot of weight in them.


The other side of that is, in both of the cases today, in both Talbot County and Salt Lake County, they used grant funds to some extent replace or supplement the value of recs, and that may mean you have a smaller system than you would have had otherwise if you have grant funds.  If you don’t have grant funds or substantial recs, it’s very tough to make it pencil.  And then, I think you have to look from the business side at whether you can sell this on the green benefits and maybe price hedging down the road, where the price might be higher today but the models show that it’s going to match up and save money in the long run.  It’s much tougher, though.  Again, Salt Lake had a unique structure that they put in place.

Greg:
A couple of things about recs here in Salt Lake County, as I mentioned earlier, the management of the Salt Palace agreed basically with the idea of purchasing relatively small amount of the recs during the first ten years of the PPA, and they’re excited about that possibility.  Kimi, I don’t know if you wanted to add something about that, as far as the recs?
Kimi:
No, just that the Salt Palace is excited to have that option to sell to our conventions who can then actually say, “We are running on clean energy,” so that will be a huge selling point and marketing tactic for us.

Greg:
Great.  And then throughout there are other recs that our partner, the PPA system owner will be selling, and as part of the New Market tax credit structure, there is some debt that’s left after year 7 when the New Market tax credit investors drop out of the transaction.  There’s some debt that’s left.  The investor has guaranteed the purchase of those recs.  So I think their intent is that they will sell those recs and those recs will have value going forward out there in years 8 through 20 of this agreement.  But basically the provider, the system owner, is taking that risk on because they’re guaranteeing the purchase of those recs.  The investor will purchase those recs if they can’t find somebody else to purchase them.  We at Salt Lake County are not on the hook for that risk related to those recs out there in future years.

Rick:
I think it’s important, too, to remember that, depending on the resources you have available in order to monitor or do any of those things, and the expertise, again, it’s about risk.  If you need the SRECs to offset and balance some other item that you are, in your county producing through non-clean energy, you need to retire the SRECs.  That’s one thing.  But in our case, we didn’t need to retire them – we had other ways of dealing with that – so it was more valuable to us to use them as a part of the package deal of, okay, we have this grant that will help drive down the initial price per kilowatt hour of the cost of buying the power, which was good, but then also we had those as an extra carrot, so to speak, to make it a better competitive bid.  
We outlined it in the RFP that that’s what we were going to do with the SRECs.  They came with the deal, and then they could then assume that risk or responsibility.  One of the reasons why the size of the system we were doing, but also the package we put together attracted some very large, competitive companies from all over the country, that bid on our particular project.  We wouldn’t have gotten that, probably, otherwise.

LG:
Thanks.  I just want to let everyone know, I’m getting a few questions about whether or not this audio and the presentation is going to be available.  It will be available on the Solution Center, the same place where you can see where the webinars are posted.  It will be available there as well, both the audio and the presentation.


Thank you so much.  Let’s jump to another question here.  We’re getting a few questions about both, Darin, the financing report that you mentioned as well as where others can access RFP language.  I’ll mention that.  The Technical Assistance Program has an RFP library that’s hosted both on the NASEO and the NACO sites, the National Association of State Energy Officials and National Association of Counties’ websites, and you can feel free to send me an e-mail.  Content information will be available, and I can get you in touch with those sites if you want to search the RFPs there.  Rick, I think I have yours as well, so if we get questions about that we could send it out.  But other suggestions from the presenters.

Rick:
I saw who was awarded the grants previously, maybe some other types of grants related to this subject matter and I contacted them and they were more than willing to share theirs.  And they also shared with me some things they did wrong, the things they unfortunately learned from, and how not to do it.  Like Maryland has a Maryland Association of Counties and the Maryland Municipal League, and I contacted both of their executive directors and then they referred me to people who were more knowledgeable than I was at the time, obviously, and it really helped.  
So sometimes reaching out to the National Association of Counties, your state agency, and your municipal leagues or your associations really helps, because then they can send you them and/or you can talk directly with whichever purchasing agent or clerk of the works, or engineer, whoever did the RFP.

Kimi:
This is Kimi with Salt Lake County, and I just want to mention that all of our RFP, all of our agreements, once they’re finalized, they are all public record, so we are more than happy to share those documents.

LG:
Thank you.

Greg:
On a similar note on the financing study, I think the County’s been very open with allowing that to be out, and that’s public as well, so we can provide a copy of that full study for posting as well, to the DOE site.

LG:
Great.  Another question here.  How do you get around the usual termination for lack of appropriation clause, which is usually constitutionally mandated?

Greg:
Salt Lake County, the system owner is has been concerned about that, and we continue to talk about that.  We are required to do the non-appropriation, as you said.  They want the ability to be able to keep operating the system and sell the power back to the grid if the non-appropriation clause were ever activated.  It’s a practical matter.  The chances that we would actually invoke the non-appropriation are extremely slim.  It would be not a good financial move for us to actually do that, but we are required by law to have that in there.  So we’re working on those provisions in the PPA that would allow the owner to continue to operate the system and sell the power otherwise, in the rare event that that non-appropriation clause were to be invoked.

Darin:
You can also split the PPA and the access agreement into two different parts, so that you can have an easement or a lease or other access to the site.  But again, that agreement is going to be subject potentially to the same thing, so it’s a little bit circular.  To some extent, it’s there.  You can’t completely avoid its existence, but you can figure out, I think, in the discussions with the other side, what you can do to mitigate that, to the extent you can, just as Greg mentioned, being able to operate that.  But usually those non-appropriation clauses are required to essentially say not only do we have the right no not appropriate, but when we do so it’s not a default; you can’t charge us a termination fee or any kind of penalty.  It’s a big issue, but it’s an issue that’s somewhat universal.  It’s there for any public partner.

Rick:
Right.  So I think the private partners, they just need to get comfortable with that.  When they first hear it and see it, it sounds not very good to them, but I think as we talk about it with the and they understand it better, they get more comfortable with it, and then we work through solutions with them that everybody is satisfied with.

Darin:
And I think providing as much information on that in the RFP as you can is one way to alleviate that. Make clear where that authority is, where the requirement comes from, exactly what the language might look like.

LG:
Thanks.  Darin, could you just quickly go over the financing mechanisms that we didn’t get to, maybe reiterate some of those financing mechanisms for PPAs?

Darin:
Sure.  Are you thinking of the alternatives or the fundamental issues?  Essentially you have a few alternatives.  In terms of financing, if you’re doing a power purchase agreement with a third party, it is possible to just simply require, as I think Talbot County did, that the provider brings their financing, and they are likely to use a combination of debt financing and some equity financing, and some of that’s related to tax benefits, and they’ll get the best deal that they can.  In some cases, having a large provider as a partner helps with that process because they have better access to capital than some smaller players might.


If the public entity is looking at alternatives, it’s certainly possible for them to own it themselves, and there are some very low-cost sources of debt out there, if they’re comfortable doing that and if they have the ability to do that.  Again, in places where you have tax caps or debt caps, than can be difficult to get beyond a debt ceiling.  You might suspect that might be a little tricky sometimes.


So that’s out there but, as we saw in that study, it tends to be the most expensive way to do it, but it’s certainly simpler.  I mean, other alternatives that I think Salt Lake County looked at or Talbot County looked at are just making space available for other parties, so essentially leasing that space and receiving revenues but not really having any other benefit from the solar project directly, or other renewable energy project.

And then, it’s also possible to incorporate this with an energy performance contract or an energy-savings contract structure, where a lot of municipalities have agreements with an energy services company, a provider of a large company like a Honeywell or a Siemens or Ameresco are a few examples of those types of companies that essentially finance projects by sharing some of the savings that their projects will produce.  They typically provide guarantees of how much those savings will be, so that you can use bond financing in the structure.  
And there are a number of options that are possible through that mechanism.  It’s a little bit complicated.  Other things like insulation and HVAC improvements are a lot faster payback than solar, for example.  It is a tool that’s out there but it certainly has drawbacks to it.  But if you’re in a hurry, ____ be a lot faster procurement process if you already have a master contract in place.  So some of it depends on the timeline, some of it depends on the debt that the public bodies will need to take on, and the level of risk or involvement that they want.  
We worked with a municipality that was leasing a landfill to a third party for a solar project, and the City wasn’t going to do anything other than lease the space, but they were encouraging that project.  So it depends on the level of involvement and the amount of benefits, I think, and the amount that they’re willing to put in.  I don’t know if anybody has anything to add.
LG:
Is there a quick resource that you can suggest that folks could go if they wanted to see a summary, although I guess it’s going to be in these slides as well?

Darin:
Well, there is actually a financing playbook that’s on the TAP site, and maybe we can put a link to that when we post the presentation.  But it’s a pretty comprehensive playbook that actually talks about the bond tools that are available, it talks about the tax benefits and what they look like and what some of the basic rules are, and I think this presentation probably goes into more depth on the details of a PPA, but I think there is some reference to energy performance contracts in that as well.  That’s fairly comprehensive.  That’s a pretty substantial publication.

LG:
And it would also be safe to say that if you are entering into a contract with a company that does PPAs, they’re going to have this information available for you.

Darin:
Right.  And I guess to echo what Rick said, when you’re looking at this, if it’s the first time you’re doing this, just figure out how you’re going to get access to the experience you need, whether that’s through talking to folks at DOE, whether it’s through your in-house resources, both from technical, legal, and financial perspectives, or whether it’s looking at outside consultants.  I would wholeheartedly agree with Rick.  You’re going to save a lot of heartache and shorten the list of mistakes by talking with folks who have done this before, and there are a lot of people out there who fit that bill.

Rick:
I also think it’s important that people understand what they’re financing, when it comes to the finance piece of it.  When we decided not to put the typical rooftop or roof-mounted units on our structure, and we decided to go with a ground-mounted system, it allowed us to finance more panels and a greater system.  It was actually cheaper.  So when we did our RFP as well, part of the financing piece was giving your partner flexibility to tell you what a ground-mounted system, what a canopy-based system that would go over parking areas, or a rooftop or a combination thereof, what the financial impacts were to how much power you could get out of the system on the other end.  
And so you have to decide whether you want to give an easement on, like we did, five acres, which was already in crop production – I leased it because we weren’t using it for something else, except I had farmers start to come in.  So you’ve got to look at what you’re financing and weigh it out against it.  I was only getting about $1,800 a year for the five acres in farm agreement.  Well, I’m saving thousands and thousands of dollars of energy cost by using that land this way.  So you can explain to your elected officials, “Hey, I’m not trying to put agriculture out of business but I do need to save this money and so do you,” and also, “This is what we’d be financing with this wonderful grant that we got.  It’s how we’re leveraging it, where we’re getting the most for our money by putting it on the five acres with the least amount of financial and fiscal risk.”  
So I think you’ve got to ask yourself, “What am I financing?” and a lot of folks don’t always look at what their options are.  Don’t pen in your prospective vendors or bidders by saying, “I only want this.”  Because if you don’t have to do that, they might be able to offer to you a much better financial package.

LG:
Can anyone speak – or Darin, this is probably a question for you – about the legislative process on getting PPAs approved?  The question is, I think under 20 states allow third-parties’ ownership/energy sales.  What’s the time effort that goes into getting PPAs approved?
Darin:
That’s definitely going to vary by state.  There are some places where it’s ___ a local level.  So in Utah, I think the same is the case in Maryland, it’s just treated as a private contract.  It’s not treated as something under the jurisdiction of the Public Service Commission or the Utilities Commission.  And so in both of those cases, I think the approval – I can’t speak to Talbot County, specifically, but I know in Salt Lake County that approval goes through the County political leadership, so the Mayor and the Council have to sign off on the key agreement or the key terms.


In places like Arizona – and I’m trying to remember the current status – they had had a requirement for Corporation Commission approval of power purchase agreements.  They’ve made some changes that I think have either allowed them or allowed them without approval for nonprofit entities, basically.  So it varies substantially state by state, but for the most part, certainly the most active marketplaces like California and New Jersey and Maryland and some of those other states, they tend to treat these as just bilateral contracts, and they’re specifically exempted.  
Colorado and California, for example, have specific exemptions for single customer agreements like this, or for agreements that are structured to serve no more than the load of the site that they’re on – so if they’re not looking like they’re operating like a public utility, where they’re designed to serve other people.  And a lot of states also have exemptions for circumstances in which you’re providing power to apartment buildings, an owner can provide power to his tenants in a lot of states, exempt from the public utility’s rules.  
It really is a state utilities rule issue, and part of it is just bringing that regulation regime into – I wish we could say bring it into the 21st century; it’s almost bringing it into the 20th century – but it’s just working within the that rule structure, and that’s usually where it resides.  It’s typically addressed under the definition of what a public utility is, and if you’re outside of that then usually the only approval would be on a local government basis.
Rick:
Yeah, in Talbot County as well, Maryland was part of a process, I think, where they decided they wanted to get into this game a lot heavier, so they had to loosen it up, and it is treated that way, where it’s private contract and then local government – in this case the county government of Talbot County – and the provider.  There are limitations as to, and we are subjected to the same permitting processes of like an electric company, though.  
So we still have to submit a whole bunch of permits and other things, and you’ll want to make sure all those permits and all those things that might be impacted, like civil site permits, historical permits, agriculture impact – Maryland has more reviews, internally, in its state structure and through the Utilities Commission than many places, I would imagine.  But you want to make sure all those things that would be hoops that you’d have to jump through if you were going to be a utility company, almost, or receiving power in a larger quantity from a utility company, you want to check those out, and that’s where that legal team expertise comes in, because you want to make sure you put those in your timeline or they can really screw you up.

Darin:
It’s also one place where if you are the permitting authority you have a leg up.

Rick:
Yeah, that’s true.  And in this case in Maryland it’s dual.  But I would just be very careful of that.  Those permits and other things, they can be quite the hurdle to overcome.

LG:
I’d like to pose just this one last question to each of our grantee presenters.  Can you summarize in one or two sentences the main benefits of the PPA to a city or a county?

Rick:
Yeah, I would say for us, Talbot County is the benefactor of cleaner energy through a process that will long-term benefit us as the world changes towards being the pilot program of overall growth.  It will allow us to grow in ways, and provide better services to our citizens by not having tied up senselessly money that would have been used on energy costs.

Greg:
And for Salt Lake County, I think I would say access to these other federal incentives that we would not have access to directly ourselves as a county, and also the ability to fix our power price over a long term, which allows us benefits that we receive through that.

LG:
Great.  Thanks.  There are more questions on the line, and I just want to acknowledge that we have received them, and we will follow up on them, but I think in the interest of time, it’s 2:30, so we will end here.  Thank you so much.  The presenters were great.  You presented such great information and great lessons learned, and I think tips for those other local cities and counties that are interested in pursuing this.  Darin, thank you for your expertise, and everyone have a great day.

Darin:
Thank you.

[End of Audio]
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