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DEPARTMENT OF PUBLIC WORKS
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June 6, 2017

HONORABLE MAYOR AND CITY COUNCIL
City of Long Beach
California

RECOMMENDATION:

Receive supporting documentation into the record, conclude the public hearing, adopt a
Resolution making findings for energy services contracting and authorizing the City

~ Manager, or designee, to execute a Solar Energy Power Purchase Agreement and
Easement Agreement, and any necessary documents and amendments, with PFMG
Solar Long Beach, LLC, for the purchase of energy produced from solar photovoitaic
installations at 11 potential municipal sites within the City of Long Beach, for a period of
25 years, with the option to renew for three additional five-year periods. (Citywide)

DISCUSSION

The City of Long Beach (City) seeks to reduce its carbon footprint and reduce the City’s cost
to purchase energy by increasing the use of renewable energy. The initial studies for this
project started in 2011. The project was bid in early 2014, and approved by the City Council
on December 9, 2014. At that time, the City entered into a Power Purchase Agreement (PPA)
with SunEdison. In April 2016, and before the design efforts were complete, SunEdison
declared bankruptcy. In August 2016, the City sent a notice of termination of the PPA to
SunEdison. Following the termination notice, the Public Works Department worked on hiring
a new provider and selected PFMG Solar Long Beach, LLC (PFMG).

Section 4217.12 of the California Government Code authorizes public agencies to enter into
energy service contracts on such terms as their governing bodies determine are in the best
interests of the agency. A determination must be made after a public hearing that the
anticipated cost to the agency for energy conservation services under the energy services
contract would be less than the anticipated marginal cost to the agency of electrical energy
that would have been consumed by the agency in the absence of those purchases. Staff
solicited proposals and invited four solar providers to propose on the suitability of multiple sites
for installation of solar photovoltaic (PV) systems on February 14, 2017. Three proposals were
received by the response date of March 10, 2017.

City staff evaluated the proposals and determined PFMG is best qualified and offers the best
value in providing PV systems for parking lots at the following 11 potential City sites: Airport
Garage (Lot B), Aquarium Parking Structure, City Place Lot A, City Place Lot B, City Place Lot
C, Emergency Communications and Operations Center, East Division Police Substation, Main
Heailth Building, Long Beach Gas and Oil Headquarters, Pike Parking Structure, and the Public
Works Yard. This determination is based on the documentation submitted by proposers. The
terms will be finalized prior to the execution of the PPA.
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Staff recommends the City Council adopt a Resolution making findings that the proposed solar
project to be installed by PFMG under a PPA and solar site easement agreement will generate
cost savings; award a Power Purchase Agreement to PFMG; and authorize the City Manager,
or designee, to complete negotiations and execute the agreements upon receipt of all
supporting documents. Staff is able to make findings that 1) the anticipated cost to the City
provided by PFMG will be less than the anticipated marginal cost for the same energy that
would have been consumed by the City in the absence of a PPA; and 2) the difference, if any,
between fair market value of the property involved and the actual cost to PFMG is offset by the
benefit received by the City. The anticipated benefits of entering into this PPA include a
projected present value savings of approximately $4.5 million ($9.5 million cumulative over 25
years) (Exhibit A).

The following are key provisions of the PPA:

o Term: 25 years plus the option of three additional five-year renewals. Upon expiration,
the City has the option to have PFMG remove the PV system at no cost to the City, or
the City can purchase the system at fair market value at the time of acquisition.

o System Cost, Operations, and Maintenance: The City is obligated to pay only for the
energy that the PV system produces. PFMG will pay for all other costs and expenses,
as the owner and operator of the PV system. PFMG will pay for all costs and expenses
to finance, engineer, construct, install, commission, repair, maintain and operate the
system for each of the 11 sites.

e Purchase of Energy: The City will purchase 100 percent of all power that is generated
from PFMG’s PV system for the 25-year term at set rates. Each of the sites will undergo
a thorough process of review and vetting among the affected City departments to
determine the final layout and PPA pricing.

o Performance: The decline in annual production of kilowatt hours is expected at 0.70
percent per contract year. PFMG is motivated to generate as much energy as possible,
since payment is based on the amount of energy produced by the system.

o Early Termination: If the City terminates the PPA before the 25-year agreement, the
City shall pay an early termination fee to be made in accordance with the Termination
Values of the PPA. PFMG would remove the system, the City would not have any
ownership rights to the system, and would no longer have the right to purchase any
solar production from the system. It is important to note that in the event the City
contemplates closing any of the sites for which a PPA is executed, it would need to
consider the additional costs of paying the early termination fee, continuing to pay for
the power generated under the PPA, or relocating the system to a different site.

o Option to Buyout: The City may purchase the PV system at each of the sites at the
conclusion of the term by providing written notice to PFMG no later than 180 calendar
days prior to the end of the term. The purchase price will be the greatest of either the
fair market value of each PV system or the Termination Values found in the PPA.
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e Energy Credits and Solar Incentives: All available renewable energy credits (RECs) and
solar incentives, such as rebates, tax credits and other incentive opportunities will be
distributed between PFMG and the City, as applicable.

This matter was reviewed by Deputy City Attorney Linda T. Vu and by Budget Analysis Officer
Julissa José-Murray on May 8, 2017. '

SUSTAINABILITY

The installation of the proposed solar PV system will significantly reduce the carbon footprint
of the affected facilities since their energy usage will be partially, or in some instances, entirely
offset with renewable energy.

To accommodate the PV system in the Main Health Center parking lot, a maximum of 11 trees
may need to be removed. There will be no impact to trees on any of the other sites.

While PFMG is under contract, the City will consider installing solar PV systems at additional
City-owned sites to further leverage the environmental and fiscal benefits of renewable energy
on the City’s behalf.

TIMING CONSIDERATIONS

City Council action is requested on June 6, 2017, to enter into the agreements expeditiously
and leverage available incentive rebates.

FISCAL IMPACT

The proposed PPA first-year rates are anticipated to be below Southern California Edison’s
current rate by $5,547. Therefore, the agreement is anticipated to have an immediate positive
fiscal impact to the City. Total savings are anticipated to grow over time and are estimated by
the Public Works Department (PW) to have a present value of approximately $4.5 million over
the 25-year period of the agreement. Final savings will depend on a variety of factors, including
actual solar production and the growth in costs for utility-provided power over time. The
amount of savings will be credited to the fund paying the electricity bill for the respective
facilities. Approval of this recommendation anticipates a positive impact on the local economy.

SUGGESTED ACTION:

Approve recommendation.

Respectfully submitted,
o e

CRAIG A. BECK “———Zg .
DIRECTOR OF PUBLIC WORKS % /éél-
-
|

RICK H. WEST

TY MANAGER
ATTACHMENTS. EXHIBIT A — FINDINGS
RESOLUTION



EXHIBIT A

System Size in

25 Years Expected

25 Years Expected Saving

First Year Anticipated

Tenth Year Anticipated

Site Address = . 3
KW Saving PRESENT VALUE Annual Saving Annual Saving

ECOC 2990 Redondo 238.5 $304,952.43 $142,612.52 $436.00 $3,964.00

Main Health Dept. Building 2525 Grand 656 $1,315,970.06 $619,888.18 $461.00 $19,227.00
Public Works Yard 2600 Temple 668 $1,221,926.94 $581,220.57 $1,032.00 $18,888.00

East Division Police Sub-Station 3800 Willow 176 $299,186.21 $142,139.65 $467.00 $4,545.00
LBGO Headguarters 2400 E Spring 851 $1,470,879.52 $699,631.77 $652.00 $22,862.00
Airport Parking Garage (Lot B) 4339 Donald Douglas Dr. 736 $1,423,311.62 $682,729.95 $515.00 $24,213.00

City Place Lot A 50 W 6th Street 216 $462,977.84 $223,955.20 $752.00 $8,213.00

City Place Lot B 50 W 5th Street 280 $570,200.08 $273,024.65 $327.00 $9,592.00

City Place Lot C 51 E 3rd Street 150 $308,208.45 $147,894.40 $221.00 $5,268.00

Pike Parking Structure 65 Cedar Ave 539 51,120,767.37 $534,829.35 $298.00 $18,523.00
Aguarium Parking Structure 200 Shoreline Drive S 524 $980,918.74 $473,509.79 $386.00 $17,679.00
Total 5034.5 $9,479,299.25 $4,521,436.04 $5,547.00 $152,974.00
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RESOLUTION NO.

A RESOLUTION OF THE CITY COUNCIL OF THE
CITY OF LONG BEACH MAKING FINDINGS FOR ENERGY
SERVICES CONTRACTING AND AUTHORIZING THE CITY
MANAGER, OR DESIGNEE, TO EXECUTE A SOLAR
ENERGY POWER PURCHASE AGREEMENT AND
EASEMENT AGREEMENT, AND ANY NECESSARY
DOCUMENTS AND AMENDMENTS THERETO, WITH
PFMG SOLAR LONG BEACH, LLC

WHEREAS, the City of Long Beach (“City”) owns and controls real property
upon which the City desires to enter into a solar site easement agreement with PFMG
Solar Long Beach, LLC, a Delaware limited liability company (“PFMG”), to install, operate
and maintain in good repair solar energy systems on specified City sites (“Easement
Agreement”); and

WHEREAS, City desires to purchase the output from the solar energy
systems installed by PFMG at a negotiated fixed rate pursuant to a solar energy power
purchase agreem.ent (“PPA” or “Power Purchase Agreement”); and

WHEREAS, the proposed grant of easements to PFMG and purchase of
energy from PFMG would decrease City’s energy costs as well as City’s dependence on
fossil fuel electric generating resources and promote the generation of electricity from
solar energy systems; and

WHEREAS, Government Code section 4217 et seq. provides that public
agencies may enter into agreements under which the public agency may purchase the
energy generated from the facilities constructed on the public agency’s property under an
agreement so long as certain findings are made by the agency’s governing body; and

i
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WHEREAS, pursuant to Government Code section 4217.12, as a condition
of entering into an energy purchase agreement, the governing body must make a finding
that the anticipated cost to the entity for electrical energy services will be less than the
anticipated marginal cost to the entity of electrical or other energy that would have been
consumed by the entity; and

WHEREAS, Government Code section 4217.12 requires the governing
body of a public entity to also find that the difference, if any, between the fair market
value for the License Agreement and the agreed rent payment, if any, is anticipated to be

offset by below-market energy purchases or other benefits provided under the proposed

| PPA,;

NOW, THEREFORE, the City Council of the City of Long Beach resolves as
follows:

Section 1.  The recitals above are true and correct.

Section 2.  The City Council hereby finds, pursuant to Government Code
section 4217.12, that (i) the anticipated cost to City for electrical energy services to be
purchased by City from PFMG under a PPA will be less than the anticipated marginal
cost to City of electrical or other energy that would have been consumed by the City in
the absence of a PPA; and (ii) the difference, if any, between the fair market value of the
real property subject to the Easement Agreement and the agreed rent, if any, is
anticipated to be offset by below-market energy purchases or other benefits provided
under the PPA.

Section 3.  The City Manager, or designee, is authorized to execute said
PPA and Easement Agreements, and any necessary documents and amendments
thereto.

Section 4.  This resolution shall take effect immediately upon its adoption
by the City Council, and the City Clerk shall certify the vote adopting this resolution.
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| hereby certify that the foregoing resolution was adopted by the City

Council of the City of Long Beach at its meeting of

, 2017

by the following vote: -

Ayes: Councilmembers:
Noes: Councilmembers:
Absent: Councilmembers:

City Clerk
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