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INTRODUCTION
Reznick Think Energy, LLC (RTE) is pleased to support the Sweetwater Union High School District
(SUHSD) in the evaluation of a solar photovoltaic (PV) proposal from SunPower Corporation (SunPower)
for Phase 1B and Phase 2 of the currently ongoing PV project. It is our understanding that only about 60%
of the original Phase 1 solar installations were completed due to problems with existing roof structures, and
as a result SunPower has proposed Phase 1B, which consists of replacement projects. Additionally,
SunPower has proposed Phase 2 with the goal of expanding the project onto additional sites and helping
SUHSD take advantage of cost savings that result from the economies of scale of a larger project.
About Reznick Think Energy, LLC
RTE is a consulting firm focusing on renewable energy generation. We assist project developers,
investors, governmental organizations, and consumers and generators of renewable power. Since RTE
was founded in 2000, we have been supporting clients interested in acquiring on-site renewable energy
systems, developing renewable energy projects, purchasing and selling electricity and renewable energy
credits (RECs), expanding and improving their renewable energy businesses, and investing in renewable
energy projects and businesses. Working alongside CohnReznick and Reznick Capital Markets, RTE
offers one of the most comprehensive project advisory platforms in the industry. RTE has assembled a
team experienced in economic, financial and policy analysis; project management; engineering; technology
and resource evaluation; and project feasibility studies.

Our staff of highly responsive, diverse, and specialized consultants has over 70 years of combined
experience in engineering, environmental science, energy, finance, economics, and business
administration. Some of RTE’s accomplishments include:
•
•
•
•
•
•
•

Feasibility analyses of well over 300 MW of PV and over 1,400 site surveys
Procurement and installation of over 25 MW of PV projects in North America
Feasibility analyses of over 20 MW of wind projects and 200 kW of small wind projects
Saved a manufacturing company nearly $6.1M on the cost of their PV system
Developed business plans and marketing strategies for eight PV-related companies
Identified potential finance partners on over 20 MW of solar projects in New Jersey
Managed the North American Board of Certified Energy Practitioners and helped the New
York State Energy Research and Development Authority bring renewable energy businesses
to the state

In addition to the body of work described above, RTE helped SUHSD complete a request for proposals
process and procure the solar photovoltaic projects that have been installed as Phase 1 of this project, and
we are pleased to assist with Phases 1B and 2.
PHASE 1B AND 2 PROPOSAL REVIEW
Reznick Think Energy has reviewed SunPower’s updated proposal from both a qualitative and quantitative
standpoint. It is our understanding that while one version of the proposal was included with the RFP to
which we responded, a slightly updated version will ultimately be presented to the School Board on
January 28th. With that goal in mind, we have reviewed both versions of this proposal, and our results are
summarized below.
Project Overview
System Size
Year 1 Output
Annual Degradation Rate
Contract Term
PPA Rate
Annual PPA Escalator
Utility “Price to Compare”
Projected Utility Escalation Rate
Funding from DG-R Settlement
Projected Savings – Worst Case*
Projected Savings – Expected Case

6,448.44 kW
10,882,602 kWh
0.25-0.50%
20 Years
$0.1475
3.00%
$0.1538 (projected based on proposed rate
structure change which will take effect in 2014)
3.39-4.00%
$1,063,993
$4,500,000
$7,500,000

* Worst case scenario assumes 3.39% utility escalation, 0.50% output degradation, and no REC sales.
Expected and Worst Case scenarios are discussed in the quantitative review section below.

Qualitative Review Comments
• General: SunPower claims to have spent $768,340.52 in design and project management costs
towards rooftop systems in Phase 1 of the project, which never came to fruition due to defects in
the roof systems and errors in the as-built drawings provided by the District’s roofers. While this
number seems somewhat high, we believe that it shows a good faith effort on SunPower’s part that
they have chosen to try to recoup this cost through profits from additional projects rather than trying
to charge the District directly.
•

Contract Term: The original proposal from September 27, 2012, shows that SunPower wished to
extend the contract term to 25 years. However, the updated proposal from January 11, 2013,
shows this being shortened to a 20 year team. We believe that either term would be appropriate for
the District, and we recommend choosing the term that offers the lowest starting PPA rate to the
District.

•

Technology: The concept of moving from rooftop systems to mostly carport systems makes sense
for several reasons. First, it will avoid future potential issues with roof conditions. Second, the
capital cost for carport technologies and solar PV in general has dropped significantly since the
RFP process for Phase 1 of the project, meaning that carports are now cost-effective; whereas
previously, they were much more expensive than rooftop mounted systems. The 327 Watt panels
proposed by SunPower are state of the art, and one of the most efficient solar panels available on
the market. Furthermore, these panels are considered a “Tier 1” product by financiers; in other
words, they are very high quality and have a long track record of success. All proposed racking and
mounting systems are Division of the State Architect (DSA) approved, which will speed the design
approval process.

•

System Size: The RTE team has visited some, but not all, of the proposed sites in person. Based
on this site experience, and the aerial photographs and other documentation provided, we believe
that the proposed system locations appear to be reasonable and feasible. Furthermore, we have
spot checked a few proposed system sizes based on the square footage available, and the
proposed system sizes are reasonable. We do recommend, however, that the District double check
the proposed system locations to ensure that they do not interfere with any portables that are on the
campuses in the parking lot areas, or with any planned future development.

•

Educational Value: Phases 1B and 2 will provide solar learning opportunities to 12 additional
schools and even more students around the District. The educational programs proposed by
SunPower via Project Lead the Way, the Solar Science Academy, and the Teacher Training
Program, appear to be well thought out, and add intangible value to the project.

•

RECs: 100% of the Renewable Energy Certificates (RECs) will be retained by the District, providing
the opportunity to earn Leadership in Energy and Environmental Design (LEED) points, or the
option for future sales. By retaining the RECs, the District also positions itself as a “green powered”
school district, setting a strong example for other school districts across California.

•

Timing: Completion of the project by Q4 2013 is possible, provided the project is approved early in
2013 and begins the permitting process immediately.

•

Energy Usage Offset: The proposed school energy usage offset by solar is reasonable. One
concern we had with Phase 1 of the project was that some of the outputs of the PV systems were
very high, and there was a chance the systems could overproduce if the usage of the school
changed (for example, if portables were removed). The highest percentage in this batch of schools
is 91.6%, but most are much lower than that.

•

Degradation Rate: The 0.25% annual degradation rate proposed by SunPower is somewhat
aggressive. They do have solid support that this degradation rate will easily be met on
Sweetwater’s projects. However, it is not yet industry-standard to assume a rate this low, and there
is no power output guarantee for the project, so for the purposes of this financial analysis, we have
performed a sensitivity analysis showing a range of savings from with degradation from 0.25% to
0.50%. More information on this is included in the quantitative review section.

•

Strength and Experience: SunPower Corporation has long been a leader in the US solar industry.
SunPower both manufactures and integrates solar panels and mounting systems, and will be
installing their own technologies on SUHSD’s schools. SunPower is currently the top ranked US
solar company, according to a report by GTM Research, and has installed more MW of solar in the
1-5 MW project size range than any other company in the US. In other words, they lead the market
in mid-sized projects such as this. Most of SunPower’s manufacturing operations are located in
Malaysia, but they do still maintain some manufacturing in the US, helping to drive US job creation
and the economy. Finally, in April of 2011,
66% of SunPower was purchased by oil
giant Total SA, the 11th largest business in
the world, providing it with a very strong
financial backing.

•

Warranty: SunPower offers a “best in class”
warranty that includes not just the
replacement equipment; it also covers
removal of the bad panel, shipping, and
installation of the new panel for 25 years.
The warranty also combines power and
product coverage, whereas most other
companies have warranty terms for these.
See the diagram at the right for a graphical
explanation
of
SunPower’s
warranty
compared to others in the industry.
Figure 1: SunPower Panel Warranty

Quantitative Review Comments
• General: We believe that the updated Year 1 PPA rate of $0.1475 offered by the January 11, 2013
proposal offers even greater benefit to SUHSD than the original proposal. Furthermore, these
prices are fairly industry-standard for solar projects in Southern California.
•

Rate to Compare: RTE did a thorough analysis of SunPower’s financial model. We reviewed the
analysis of the $0.1538/kWh “rate to compare,” or the projected utility rate that will be offset at each
school site, and felt that SunPower’s assumptions for kWh and kW rates are reasonable. There are
some unknowns in this analysis due to the fact that the 2013-2015 General Rate Case proposed by
San Diego Gas and Electric (SDG&E) has not yet been finalized, but these estimates are based on
the latest pricing that was released and by assessments done by several industry organizations.

•

Annual Utility Escalation: We have assumed an annual utility escalation rate of 4%, with the
concept that the cost of fossil fuels will continue to rise, causing annual utility escalation rates to
increase. RTE updated the numbers from our previous analysis and found that the average annual
escalation over the last 20 years in SDG&E territory was 3.39% per year. After the proposed rate
case is passed, rates are expected to rise by at least 1.5% per year, and probably more. After the
last General Rate Case in 2008, the prices jumped by 6.07% in one year. To show this variation in
potential future utility escalation rates, RTE ran a sensitivity analysis showing a “worst case”
scenario whereby the utility rate escalation remains steady at 3.39%, and compared this to the
expected rate increase scenario of 4%. Our savings results in the Project Overview table above
reflect this sensitivity analysis. On a related note, it is important to be aware of the events that led
SDG&E to request a rate increase, including, but not limited to: the nuclear leak at the San Onofre
power plant, extensive wildfire damage, and a need for additional funding to expand their energy
efficiency programs.

•

DG-R Tariff Settlement: Part of SDG&E’s General Rate Case proposal was to raise the fees for
solar customers. This would include a rate increase and also a new “Network Use Charge.” The
settlement would provide compensation to entities hosting solar systems that relied on switching to
the DG-R rates to help reduce their utility bills. Entities that have rebate applications submitted by
March 2013 (SUHSD’s have already been submitted), and systems installed by December 31,
2013, are eligible for a onetime credit of $0.165/W from SDG&E. This would result in a total of
$1,063,993 which would be paid out as credit on the applicable site’s electricity bill until the total
credit has been paid off.

•

CSI Incentives: SUHSD is eligible for California Solar Initiative incentives at an average rate of
about $0.05/kWh, or a total of about $2.9 million. The application for these incentives has already
been filed and approved.

•

RECs: Because SUHSD does not plan to sell its RECs, we have taken the value of these to zero in
the model. However, if SUHSD did wish to sell the RECs, the value over the term would be around
$300,000, or possibly more if a Renewable Portfolio Standard-based REC market opens in
California (legislation has been in process for at least five years with no results).

Figure 2: Expected Case

Figure 3: Worst Case

CONCLUSION
SunPower’s proposal to SUHSD has the potential to make a positive educational and financial impact.
SunPower has the proven track record to not only finance and build the project, but stand by the project for
the full 20 year contract term. The worst case, most conservative scenario we would expect would result in
roughly $4.5 million dollars in savings over the contract term. A less conservative scenario would result in
returns of over $7.3 million for the District. While it’s impossible to predict utility rates in the future, we
believe that this proposed deal provides a long term, intelligent hedge against rising energy prices.
If you have any questions about this report, please do not hesitate to contact Helen Tocco at (310) 8438272 or htocco@reznickthinkenergy.com.

