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I. INTRODUCTION 
On January 23, 2017, the Committee on Contracts, chaired by Councilmember Helen Rosenthal, and the Committee on Governmental Operations, chaired by Councilmember Ben Kallos, will hold a joint oversight hearing to examine the solar power purchase agreement between the New York City Department of Citywide Administrative Services (DCAS) and Tangent Energy Solutions (Tangent), and discuss the City’s overall solar energy purchasing. Those invited to testify include representatives from DCAS, the Mayor’s Office of Sustainability, and other interested parties.
II. BACKGROUND 
New York City’s Solar Program

As cities around the world seek to mitigate the effects of global climate change, many have committed to concrete sustainability goals to reduce greenhouse gas (GHG) emissions. New York City has pledged to cut emissions 80% by the year 2050 (known as the “80 x 50” initiative).
 For the City to reach this goal, it must reduce energy use across all building sectors by an average of at least 60% from 2005 while increasing the use of carbon free renewable energy.
 Nearly two-thirds of New York City’s GHG emissions are attributed to energy use in buildings, and therefore this has been an area in which the City has given particularly close attention to sustainability goals.

Beginning with PlaNYC in 2007, the City began implementing initiatives aimed at supporting energy efficiency and resiliency.
 To that end, the City piloted small-scale solar programs, including its first Power Purchase Agreement (PPA) in 2012 (discussed further below), tripling its solar portfolio.
 This provided a foundation for future solar programs.
In September 2014, the de Blasio Administration released the One City: Built to Last plan, a ten-year plan designed to improve the energy efficiency of the City’s buildings.
 Among the initiatives announced in the plan was a goal to expand solar power on City rooftops. The plan committed to expanding solar photovoltaic (PV) on the rooftops of public buildings (primarily schools) to 100 megawatts (MW) of solar capacity.
 This was projected to reduce annual GHG emissions by 35,000 metric tons of carbon dioxide equivalent, create 160 construction-related jobs by 2025, and save the City $8 million in annual energy costs.

By the end of 2015, New York City ranked eighth amongst cities in the United States, and first among Northeast cities, for total installed solar capacity (with a combined municipal and private sector total of 84 MW).
 This total is compared to less than 1 MW in 2007.
 The Administration cites several comparative barriers to extensive solar capacity that the City possesses relative to other states and cities, including “a more dense and space-constrained building stock, higher than average installation costs, the prevalence of apartment rentals versus single family home ownership, and historically less availability of state and local incentives…”
 Nonetheless, the City reported that as of year-end 2016, the City had grown its solar portfolio to 53 installations (a total of 8.8 MW), with an additional 15 MW across 88 sites identified and scheduled to commence in early 2017 (discussed further below).
     
Pursuant to Local Law 24 of 2016, enacted by the Council in March 2016, the Administration released the Solar 100: New York City’s Municipal Solar Strategy report in December 2016.
 The Council required DCAS to determine which City building rooftops are appropriate for PV system installation and to submit biennial reports on these installations.
 Solar 100 found that of the 2,008 buildings assessed citywide, 429 were found to be solar-ready (approximately 21% of the City’s current building stock).
 This would provide an estimated 30.58 MW of additional solar capacity, contributing around 30% to the City’s 100 MW goal.

The report further discussed the types of buildings on which it would be the most cost-effective to install PV systems. The estimated system sizes from the assessment (71.3 kilowatts-kW) are smaller in capacity than the average from the City’s 53 existing solar projects (168 kW).
 The assessment indicated that only 105 buildings are capable of holding a system 100 kW or greater, which the Administration considers to be the “ideal” threshold from a cost-efficiency standpoint.
 To target the smaller systems, Solar100 advocates a variety of approaches. According to the report, “[t]he City will make use of a variety of contract mechanisms and resources to maximize pathways to project implementation.”
 One approach is solar projects installed through capital contracts with the New York Power Authority and City agencies, which is estimated to save approximately $1.5 million annually in electricity costs.
 Alternatively, the City plans to rely on third-party ownership models such as PPAs to avoid upfront capital investments.
 The report anticipates that due to the significant number of identified solar-ready sites being small in scale, the City will rely on larger project portfolios to achieve economies of scale pricing for solar projects of all sizes.

DCAS Solar Contracting 
DCAS first issued a request for proposal (RFP) for privately operated solar panel systems in 2008.
 However, the agency did not issue an award due to cost concerns.
 Subsequently, DCAS issued a request for information (RFI) in September 2009.
 In this RFI, the City sought to “gather information on the nature of feasible and economical solar energy projects so as to release a strong and balance RFP that will result in a contract award that is acceptable to both the City and the chosen proposer.”

As a result of this RFI, the City next issued an RFP for solar panels in May 2011.
 The proposed public-private partnership sought proposals from companies to install, own, and operate solar energy systems for 20 years on five City buildings: John F. Kennedy High School and Herbert Lehman High School, both in the Bronx; the Department of Sanitation’s Manhattan District 12 garage; and two locations in Staten Island: the Department of Environmental Protection’s Port Richmond wastewater treatment plant, and the Staten Island Ferry Bay Street Maintenance Building.
 The developer would leverage federal incentives to sell the electricity to the City at a discounted cost.
 This contract was awarded to Tangent in April 2013.
 The agreement proposed to produce more than 2 million kilowatt hours of electricity annually, decrease greenhouse gas emissions by 1,636 metric tons a year, and save the City an estimated $8 million compared to the cost of installing the solar systems through its capital construction program.

DCAS’ 2016 Solar Power Purchase Agreement 

In furtherance of the OneCity initiative, DCAS issued an RFP in November 2015 for a large-scale solar PPA. DCAS proposed to contract with up to five developers to supply electricity generated by PV systems through a long-term PPA.
 The PPA would require the developer to provide electricity services to the City through the design, installation, ownership, and operation of these systems on the rooftops of eighty-eight (88) City-owned buildings.
 The PV system would be designed to provide “maximum” annual electricity generation to be sold to the City over a 20-year period.
 Under the proposed PPA, the contracted entity would provide PV-generated electricity at each building, as well as the necessary equipment and maintenance to ensure that sufficient electricity would be available over the 20-year term.
 The City would be billed monthly by the contracted entity for the electricity generated at the sites.
 Furthermore, the contract is subject to the City’s minority and women-owned business enterprise (M/WBE) program, with a 15% utilization goal attached to the project.

Of the eighty-eight proposed sites, 27 were located in Brooklyn, 21 each were located in Manhattan and Queens, 17 were located in the Bronx, and 2 were located on Staten Island.
 The buildings represented six agencies: DCAS, the Department of Education (DOE), the Department of Cultural Affairs, the Department of Parks & Recreation, NYC Health + Hospitals, and the City University of New York.
 The DOE constituted most of these sites (77).

DCAS initially awarded a $63 million contract to Sun Edison Government Solutions LLC in March 2016.
 However, this proposed agreement was canceled after Sun Edison filed for bankruptcy in April 2016.
 DCAS subsequently awarded the contract to Tangent Energy Solutions, a Pennsylvania-based energy company, who was the second lowest bidder on the initial RFP after Sun Edison.
 The value of the contract is approximately $70.85 million.
 The Administration’s Solar100 report estimates that the Tangent PPA will save the City over $9 million in energy spending over the 20-year term of the agreement.
 When compared to a City capital project approach, it estimates that the PPA will save approximately $60 million in upfront capital expenditures, and $3.6 million in operations and maintenance costs.
 The agreement is expected to provide 15 MW of solar.

Criticisms of the PPA Model
As discussed, the City has entered into a PPA as a means of implementing the goals set forth in One City: Built to Last. Broadly speaking, a PPA is a financial agreement between a buyer seeking to purchase electricity and a developer-seller who generates the electricity for sale through the design, permitting, financing, and installation of a solar energy system on a property.
 The developer-seller will then provide the generated power to the buyer at a fixed rate, typically over a period between 10-25 years.
 During the agreement period, the seller-developer is responsible for the operation and maintenance of the system, while receiving the income from electricity sales and any tax credits or incentives engendered from the system.
 
The Solar Energy Industries Association cites several benefits of the PPA model, including: no or low upfront capital costs to the buyer (as the developer-seller is responsible for procurement and installation of solar panels); reduced energy costs as a result of fixed prices that will only rise at a predetermined rate (typically between 2-5 percent) lower than projected utility price increases; limited risk to the buyer as the developer-seller is responsible for maintenance and operations; and better leverage for utilization of available tax credits, as private developer-sellers can take advantage of credits unavailable to municipal buyers.
 
However, the PPA model has come under criticism from advocates who argue that it fails to maximize the potential public benefits of solar electricity programs. The Climate Works for All Coalition (the “Coalition”)
 issued a report in September 2016 on the City’s solar program, Restart Solar: How NYC Can Renew Its Solar Program to Benefit Workers & Community, which discussed many of these concerns.
 The Coalition called on the City, as it looks to expand its solar program, to “give equal focus to achieving equity as it does to maximizing its solar power capabilities.”

The report first examined the impact on labor as a result of the City’s solar PPA, pointing out that while the PPA is subject to the City’s Prevailing Wage Law, it is not subject to a Project Labor Agreement (PLA).
 Furthermore, it called on the City to tie solar projects to workforce development programs and to establish local hiring requirements for such projects, particularly targeted at disadvantaged communities located near the project site.

The report then discussed several broader issues with PPAs, particularly as they relate to the cost/benefit to the City as purchaser. These include the argument that greater savings to the consumer would result from direct ownership of the system by the purchaser than through a PPA agreement.
 The Coalition states that solar developers typically receive 80% of the benefits of the system.
 It estimates that most solar PPAs result in a mere 2% to 5% savings on energy costs for the consumer.
 Furthermore, according to the report, while private vendors are often able to receive tax credits for installations, this must be balanced against higher borrowing costs in the private market and required profit margins for private solar developers that “remove most of the financial benefit” of the tax credit.
 Additionally, the report argues that the PPA models results in “ripple” effects for other public sector investment, as governments become locked into contract payments with a private company and become limited in flexibility to shift funding elsewhere.

Finally, the report discusses the impact on workers from the use of PPAs. It notes that work that could have been done by public sector workers is privatized, resulting in jobs that are “often more precarious, lower-paying and offer fewer benefits.”
 A system which produces low-income jobs can result in higher costs to government for social services to fulfill essential needs.

The Coalition made several recommendations with the goal of addressing climate change and inequality through a municipal solar program. These include: creating a robust local hire program and pathways to apprenticeship and civil service titles; making all installations subject to a PLA; conducting comprehensive, publicly available cost/benefit analyses of different financing mechanisms; sharing savings from solar installations with the communities and/or sites where the projects occur; requiring a comprehensive audit and assessment of all renewable energy opportunities throughout the public building stock; and prioritizing climate-vulnerable and low-income communities in siting public renewables.

III. CONCLUSION
As New York City continues to expand its solar portfolio and pursue its goal of reducing the City’s GHG emissions, it will consider a number of approaches to achieve these aims in an efficient and cost-effective manner. The City’s solar program is an essential component of its overall sustainability strategy, and while the flexibility to meet its targeted reduction goals is critical, it must also ensure that the program is leveraged to provide opportunity to communities across the City and deliver solar energy in accord with the “guiding principle of equity” cited in the Administration’s OneNYC plan. The Committees will hear from DCAS about the process of developing the agency’s latest solar PPA, the cost-benefit analysis conducted that led the City to select this method for the expansion of the City’s solar program, as well as the City’s strategy for future agreements for solar installations.  
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