REGIONAL MUNICIPALITY

P.O. Box 1749
Halifax, Nova Scotia
B3J 3A5 Canada

Item No. 10.2.1

Halifax Regional Council

December 13, 2011
TO: Mayor Kelly and Mgnbgrs of Halifax Regional,Council
SUBMITTED BY: _ - Ondinal Signed f
Councillor Barry Dalrymple, Chair, Environment and Sustainability
Standing Committee
DATE: December 1, 2011
SUBJECT: Solar City — Solicitation Approval
ORIGIN

The Environment and Sustainability Standing Committee December 1, 2011 meeting.

RECOMMENDATION

It is recommended that Halifax Regional Council:

1. Direct staff to issue a competitive Request for Proposals (RPF) for the supply and
installation of solar hot water panels and consulting services for the Solar City Initiative;

2. Direct staff to finalize a contribution agreement with the Province of Nova Scotia to
support the Solar City Initiative development and implementation and increase the
Sustainability Communities Reserve (Q127) by the corresponding amount
(approximately $50,000); and

3. Using the principles approved in the February 8, 2011, recommendation by Regional
Council, direct staff to:
1) finalize the business case; and
2) undertake a full analysis of the financial, technical and contractual risk in parallel to
the RFP process.
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BACKGROUND

A staff report dated October 19, 2011 outlining the Solar City Initiative was before the
Environment and Sustainability Standing Committee during their December 1, 2011 meeting for
consideration.

Additional information can be reviewed in the attached October 19, 2011 staff report.

DISCUSSION

The Environment and Sustainability Standing reviewed the October 19, 2011 staff report and
passed a motion to forward the recommendations outlined in the report to Regional Council.

BUDGET IMPLICATIONS

The Budget Implications to this report are outlined in detail in the attached staff report of
October 19, 2011.

FINANCIAL MANAGEMENT POLICIES/BUSINESS PLAN

This report complies with the Municipality’s Multi-Year Financial Strategy, the approved
Operating, Project and Reserve budgets, policies and procedures regarding withdrawals from the
utilization of Project and Operating reserves, as well as any relevant legislation.

COMMUNITY ENGAGEMENT

The Environment and Sustainability Standing Committee meetings are open to the public.

ALTERNATIVES

No alternative were provided by the Environment and Sustainability Standing Committee.
However, alternatives are identified in the attached October 19, 2011 staff report.

ATTACHMENTS

Staff Report dated October 19, 2011.

A copy of this report can be obtained online at hitp://www.halifax.ca/council/agendasc/cagenda. html then choose the appropriate
meeting date, or by contacting the Office of the Municipal Clerk at 490-4210, or Fax 490-4208.

Report Prepared by: Krista Vining, Legislative Assistant, Municipal Clerks Office, 490-6519
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TO: Chair and Members of Environment and Sustainability Standing Committee

Original Signed

SUBMITTED BY: ,
Phil Townsend, Director, Planning & Infrastructure
DATE: October 19, 2011
SUBJECT: Solar City — Solicitation Approval
ORIGIN
e October 25, 2010, Energy and Underground Services Committee: Community Solar
Project
e November 2, 2010, Regional Council Recommendation Report: Community Solar
Project

e February 8, 2011, Regional Council Recommendation Report: Community Solar Project
e September 8, 2011, Environment and Sustainability Committee Info Report: Contractual
Update

RECOMMENDATION
1t is recommended that Halifax Regional Council:
1. Direct staff to issue a competitive Request For Proposals (RFP) for the supply and
installation of solar hot water panels and consulting services for the Solar City Initiative;

2. Direct staff to finalize a contribution agreement with the Province of Nova Scotia to
support the Solar City Initiative development and implementation and increase the
sustainability Communities Reserve (Q127) by the corresponding amount (approximately
$50,000); and '

3. Using the principles approved in the February 8, 2011, recommendation by Regional
Council, direct staff to:
1) finalize the business case; and
2) undertake a full analysis of the financial, technical and contractual risk in
parallel to the RFP process.
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BACKGROUND

On February 8, 2011, Regional Council directed staff to:

1. Accept the results of the community consultation efforts and conclude that: residents support
this project and further work on this project requires on-going industry consultation;

2. Direct staff to investigate and apply for funding, grants, loans, and rebates required to
proceed with a financially viable community solar project; and

3. Accept the principles and conditions used to develop a financially viable business model, as
outlined.

Over the last 8 months, Halifax Regional Municipality (HRM) staff has progressed the assembly
of the business case and financial model for Solar City. The initial financial assumptions in the
project concept are generally consistent with today’s current model (costs, savings, grants/
rebates available). In order to proceed further with the business case development, actual
industry costs (that confirm the economic benefits from the scale of the initiative) need to be
validated through a competitive solicitation.

Economic development, community engagement, and environmental lenses are also being used
to assess the Solar City initiative merits, and continue to be refined. These benefits, although
significant, for the most part are looked at as secondary benefits of the initiative and are not part
of the business case, as the direct cost/benefits/risks to the municipality and homeowners are

easier to quantify.

As previously outlined, some of these external spin-off benefits include:

s over 75,000 person hours of employiment;

e 30-40 new green collar jobs;

e $250-$700 in annual savings per resident;

s reducing 2,000 tonnes of CO¢/year;

» the pilot proving out a strategic financing mechanism for future sustainable energy
opportunities (i.e. increased residential energy efficiency, natural gas distribution, increased
use of other renewable technologies); and

* branding of HRM as Canada’s first Solar City.

DISCUSSION
Risk Analysis:

HRM staff has been working on designing a program that reduces the financial, technical and
contractual risks to the homeowner and the municipality. A great deal of these risks are well
understood from direct experience. HRM staff has been exploring the options regarding how
these risks should flow through to the industry partners through contractual arrangements. HRM
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has had productive dialogue and collaboration with industry over the last eight months. Staff is
confident that a contractually, low risk procurement is possible. A risk management and analysis
has been initiated, and will continue to be refined and updated through the project development,
implementation, and post construction phases (see Attachment 1).

Due to the complexity of the RFP and risk management measures to be put in place, it is likely
that there will be an extended procurement phase. There is a desire to most likely partner with
two or three companies to implement the initiative. This will also create a need to harmonize the
contractual agreements (so there is consistency in costs and quality to homeowners regardless of
supplier). The RFP and contract development is anticipated to be up to 6 months in
duration.

Business Case Development:

The costing from industry is a key input into the business case. As discussed in prior reports,
there are also multiple funding partners for the project (Federal, Provincial, Federation of
Canadian Municipalities (FCM), etc.). Due to timing issues (in particular with FCM and other
Federal sources), staff has not filed any formal Federal funding applications. When these are
filed and approved, they will also have a significant positive impact on the business case. The
Province of Nova Scotia continues to be very supportive of the Solar City initiative. Beyond the
legislative amendments they have already enacted, the Department of Energy has committéd to
assist in further development and implementation costs as attested by the letter of support from
Minister Charlie Parker (Attachment 2).

In developing the pilot project business case, staff is also balancing an objective that the
initiative can be run sustainably over the long run. These funding partners can significantly
reduce or eliminate any financial risk of the pilot to the municipality, and lower costs to the
homeowner. However, it would be considered a failure to have a successful pilot underwritten by
low interest financing and grants but not be able to make a case beyond the pilot phase.

Staff is recommending that the business case and funding partner agreements continue to be
worked on in parallel to the RFP procurement. A future recommendation report will include the
award to the successful proponents and the finalized business case with budget impacts.

The current timeline for the project is:

Items Completed

¢ November 2010: Regional Council directed staff to look at the Solar City concept;

e December 2010: Consultation, Province of Nova Scotia Adopted Enabling Legislation;

» February 2011: Staff presented results of Consultation, initial Business Model and
Regional Council approves guiding principle;

o May 2011: An Industry Expression of Interest was issued, and over the summer staff held
several joint collaborative industry meetings; and

o September 2011: E&S Committee updates on Solar City developments (financing,
industry).
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Items to be Completed

November 2011: Launch RFP procurement for Industry partners (suppliers/installers/ 31
party quality control);

February 2012: Secure financing partner commitments;

March 2012: HRM Regional Council award of contracts to vendors and approves updated
Business Model;

April 2012: Industry and HRM ramp up of program and initiates screening criteria;

May 2012: Suitable installations commence and homeowners sign agreements;

Summer 2013: Pilot program assessment reported to HRM Regional Council; and

Fall 2013: Pilot program installations completed.

There is one more key decision point for Regional Council:

March 2012: Approve final Business Model and funding and RFP award: this is a Go/No
Go decision

The RFP will clearly stipulate that the awarding of a contract is fully dependent on:

1.

2.

3.

Successful external funding and financing;
Acceptance of the final offering by the required number of homeowners; and

Regional Council satisfaction of the final business model including the level of financial,
technical and contractual risk.

Principles adopted February 2011 for developing a viable HRM Financial and Business
Model:

User pay;

No costs borne by general taxpayer;

Financially self-sustaining;

Priced such that there is a reasonable contribution to either the Energy Efficiency or
Sustainable Communities Reserve to act as seed money for future projects and act as a
risk reserve;

Priced such that the energy savings justify the homeowner’s annual payment over a
reasonable and acceptable term;

That overhead/administrative costs are fully recaptured;

That HRM is successful in an application to the FCM Green Municipal Fund (GMF) for a
$5 million low interest loan and an additional grant, or comparable from another funding
agency;

That HRM is successful in securing minimum grants and rebates required to provide a
viable business model; and

The supply price received from vendors is within the range needed to make the program
financially viable.
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The project is being established in a similar concept to the Energy and Underground Services
Reserve and Sustainable Communities Reserve, which have enabled significant HRM progress in
corporate Energy and Environmental initiatives without impact on the general tax rate.

BUDGET IMPLICATIONS

There have been no external consulting costs incurred to date.

Costs to complete the Recommendations within this report will be funded from the Provincial
contribution. It is not expected that further development costs will exceed $50,000 prior to the
targeted March 2012 final approval of the Solar City initiative by Regional Council.

There may be budget implications related to financial, technical and contractual risks, however,
these will not be fully known until the final business case and RFP process is completed. Any
budget implications as the result of financial, technical and contractual risks will be fully
articulated in the Regional Council report seeking final approval and may include additional
recommendations and/or options.

FINANCIAL MANAGEMENT POLICIES / BUSINESS PLAN

This report complies with the Municipality’s Multi-Year Financial Strategy, the approved
Operating, Project and Reserve budgets, policies and procedures regarding withdrawals from the
utilization of Project and Operating reserves, as well as any relevant legislation.

COMMUNITY ENGAGEMENT

There has been extensive community and industry engagement on this project as per the
discussion section.

ALTERNATIVES

1. Wait until all funding partners have been confirmed. The FCM GMF has been closed
since February 2011, and is not accepting new applications until December 2011. Similar
issues exist with other Federal funding partners. This approach would delay the Solar
City Initiative by another year; or

2. Regional Council may wish to direct staff to include the Solar City Initiative within the
2012-13 budget process. The budget implications of providing solely municipal financing
at 4.5% for the $8M pilot are unknown; or

3. Regional Council may wish to direct staff to cease investigating this project.
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ATTACHMENTS

Attachment 1: Risk Management Analysis Solar City
Attachment 2: September 30, 2011 letter from Minister of Energy Charlie Parker to Mayor Kelly

A copy of this report can be obtained online at http://www halifax.ca/commcoun/cc.html then choose the appropriate
Community Council and meeting date, or by contacting the Office of the Municipal Clerk at 490-4210, or Fax 490-

4208. .

Report Prepared by: Julian Boyle, P.Eng,, M?ager Strategic Energy Policy and Initiatives, 476-8075

Original Signed

Report Approved by Rich'a;'d MacLellan, Manager, Energy & Environment, 490-6056

Oriqinal Signed

Financial Approval by:
James Cooke, CGA, Director of Finance/CFQ, 490-6308
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Solar City Risk Management Analysis

Attachment 1

g Project Phase Assumptions TKey Risk identified [Probability  limpact  |Mitigation Strategies Division  |Name  JActionitem Status
fficient fi {grants/l foans)
Have multiple funding partners incial and/ar federal
1 Development HRM can source sufficient funding. {rom federal and/or provinctal sources, leading to a Medium High ave multiple fundi gapnd/ur FC;:;“‘" fat fe Yes Qpan 18
stafled project. 3
insufficient locat capacity or expertise, leading 1o Meetings with industry, NSCC and the province 1o heip evaluate
Sufficient local Industry capacity expertise for poor quality and/ar defayed installaticn. This may N capacity and ability to deliver mmp.up strategy. Implement
2 Development s Madium Low - : N Yos Open 8
program. iead to dissatisfied homeawvners and damage to contract language flexibility regarding quantity of work {L.e.
HRM's reputation, 'standing offer' cantractst.
Insufficient HRM staff exists during development.
Sulficient and qualificd HRM stalf duriny leading to less than bullet-proof business casa, High enough corporate impertance to ensure sufficent staff.
3 Development < i ¢ & pullerproct b - Medium High £h sRough carp " ’ Yes Open 2
development stage. delayed Impiementation, termination of progam Other 7 isto delivery of program.
and/er damaged HRM reputation.
Insufficient HRM staff exists duning implementation,
Sufficient and qualificd HAM staff dunny lsading to improper contract administratiol Incorporate administration costs into business case. Incorporate
4 Consteuction i g st e feadiag ta improp tdministratian, Medium High i i i Yes Open 18
implementation period. and HAM third-party contracting assistance.
reputation.
Suficent focal industry Canacity expertise for ";z"‘m"i',‘: ("3'/“‘;"‘” g ‘::l';‘:‘"" 'E\ffi‘“g fo Can limit number of instaliations thraugh reduction of size of
U Deal C xpertise uality 3 or detayed 1 N s . . .
5 Construction l pacity exp p a N v an v Hlon, Tiis may Medium High pilot program. Contracts to have a pedormance bond. HiM can Yes Open 0
program. izad ta dissatisfied hameowners and damage to .
. hire additional contractor(s).
HRM's reputation.
Contractors must ensure that lomeowners ace not too clase to
N Contractors will perform work with due diligence Contractas{s} and/or nomeowner(st are injured " A y
& Construction and the utmost cancern f fe & stalfation praced tow High the working arca. Ct will possess i Yes Open 12
nd the ern for safety. uang mstadation pl ure. far these potential issues,
- will have Actual | b is i Ensure transferrisk to ‘s and/ar
7 Constructian caverage. ” resulting 1 exposuse of HAM to costly clalms in case Low High homeowner's insurance palicy, as they are normally responsible Yos Open 5
- of incident{sl. for accepting this type of risk.
Contracts will be based on an average cost per instalation. As
Casts agreed upon in contracts include all Actuat instaliati Jor carmmy " per signed contracts, any budget surplus or deficit [per
8 < y and fabiour for tumkey ol nstaflation o c:‘,;:m issonng casts Medium | Medium | installation or averall) is the responsibliity of the contractars. Yos Open 9
i 3 e .
systems, excee: HAM can hire additional contractars. Well defined screening
criterfa wilHimit contractor exposure.
Choase oniy expenenced prolessionals ta uadertake
i mstaliations through the AFP grocess. Include a performance
G will deliver on N "
et andfor 1018 may nat meet . . bond In tontract structure. Work closely with cantractors te
9 Construction cammitments. This s critical in order Lo preserve ~ Medivm Medium IR A Yes Open 9
HAM's regutation and chsare clieat satisfaction. deadiines as set out in the contracts. ensure construction afe on track.
fea " progress to all Third party validation of QC.
lined and ¢ design and i 3
Changes to federal andfor provincial budgets feads Disclosure to homeowners and HAM best efforts 1o mitigate.
oS 10 icGoral and NC(3] {2 B - ’
1 Canstruction Predictable federal and provincial funding. & o N i g High tow Campress timeline from homeowner signing contract ta Yes Open 10
to changes in homeowner's costs.
completing mnstaliatian,
e " Damage coused to home as 3 result of incorrect Transfer risk to contractor's aad/or homeowne('s msurance
v nece:
1 Construct flort d‘l king any work | ssa:: 1o Identif Installation and/or operation af solar thermal systerm Low Mediem policy, as they are normally n a position to accept this type of Yes Gpen s
nstruction priorto undertaking '?v work In arder o identily {l.e, structurat damage 1o roof and/or water um ¢lsk. Irmplement nigoraus screentng criteris in partnership with
and address potential issues that mav arise. .
damage, wining, elc.). thitd party
C an 1
Contracts will be signed with b GD, d _h" ta mee " Rigarous RFP sefection process. include performance bond for s
12 Construction contractual commitments, resulting w financral Llow Medium Yes Open
sound tompanses, N fapour and mataral in contracts,
Tiability for HRM.
Sufficient contract admunistration HRM staff
fnsufficiont H f s, iadi dissatisfied .
13 Past. during ¥ peniod and HRM Finance nx: clent HEM “"d f awists Mn“mﬂ to l“a, ! tow Medium (nearparate administration costs into bustness case, 3
” . . an:
bitling staff during multi-vear collection peniod.
Oevetopap process that b
risk mimmiration as a key element of awarding contracts.
it doli | Supplinrs and/or contractess may supply aad/ar Limit the number of initial Installations with each cantractor
Cnr‘uractnr;\vn ever :“ cm\hmm:'k mstall sysiems of inconsistent quality, of not be until those projects are commissianed. Have third party
< of C : "
13 Post-construction _:":'fmm:mi uring ¢ pcr:Rtur.\ phase. i s " atound to provide support dunng warranty phase tow Medium and of Have third pany QC Yes Open B
criticatin grdersa p::_sc‘vﬂ ) ‘M s{n:pu(a o an and beyond, This could negatively impact safar processes in place in order to identify and address issues before
ensure lient satisfactian. system's and HRM's they become widespread. Development of a project
handbook including quality cantrol fards, bast
practice tooks, checkiists aad templates.




“[Praject Phase

Assumptions Key Risk Identified Probability  [impact tAitigation Strategies Name Action Ttem Tstatus
HAM has already secured leplsistive authority for first llen
rights. As part of eligibility criteria, applicants must passa
. scracning test companent that cnsures their credi standing &
Homeowners do nat gav bill for solar system, - N L
15 Post-construction Homeowners will pay for salar systems. ) . tovs tow zeceplable. The probability and impact of this risk is low Yes QOpen 2 4
creating financlal liability for HRM. "
because approximately 1000 houscholds will be involved - this
reduces risk through diversification because of the slim chance
that many will missp
" Systams will by fessionally designed and installed. installess
{Homeowners will recognize the value and benefits] Homeowners will not be aware whether or act the " v ‘? l_ e pr,c i v © an
16 Post-construction of solar hot Water systems <olar svstem 15 operating carrectt High Medium vaifl provide training to homeownes, An optional metering Yes QOpen 3 15
o 3 e '
¥ P s " sakitlan will be developed 10 educate the homeowner.
Some homeownars wili not be aware of the
of salar system and expect
Homeawners will recognise the value and benefits | ) d d 4 tire process.
17 Past-construction & more thaa the system cn deliver, thus potentialv High tow an entee p Yes Open 2 10
of solar hot water systems. . Scale will allow others to leara {rom each other.
harming HRM's ceputation and requinng
perfarmance evaluation and/for servicing.
Hame il e the an fits] it dfor i ing co: too high, ation of bullet-proof busmess case and full di 1 to
18 Post-canstruction awners will recognitse the value and bene: Construction °f‘ {ar financing su are too high, Medium Medium Cre: of bullet-p: s se and full disclosu Yes Open a 12
of sotar hot water systems. thus potentially harming HRM's reputation, homeowners.,
Educate homeowners abaut limitations of solar system and
b An aptionaf salution will be
Savings tao low, thus requiring perfarmance deveioped to educate the homemener, Rigorous screening,
Homeowners will recognise the value and benefits] evaiuation and/or servicing and potentially harmin criteria and QC set out in the tendering process and applicd
19 Post-construction G N ndf N pote v i Medium Medium a . &P Fp by Yes Open 4 12
of soiar hot water systems. HRM's reputation, Worst case scenano of default by cantractor, HAM and third party. Homeowners will be
homeawnet. ible for and costs, with
af fme five year foll . HAM will not 2ssume
Hability for padformance of systents,
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September 30, 2011 B

Mayor Peter Kelly

Halifax Regional Municipality
PO Box 1749

1841 Argyle Street

Halifax, NS B3J 3A5

Dear Mayor Kelly:

The purpose of this letter is to confirm the Province's support for HRM's Solar City
project. This is an exciting opportunity for the Province and HRM to work collaboratively
to develop cleaner energy sources in the province. This project provides many potential
benefits for Nova Scotians and addresses in an innovative manner, the need for
increased sustainable energy for residential consumers.

Implementation of the Solar City project positions HRM as a leader in Canada for
providing an innovative costing arrangement for the public. HRM's on bill financing
program which covers all upfront costs for homeowners to install solar water systems
and arranges all of the government rebates and installers is an example of innovation at

its best.

The Solar City project aligns with our objectives for cleaner energy. For example, our
Renewable Electricity Plan commits the Province to a clear legal requirement of 25 per
cent renewable electricity supply by 2015, using made-in-Nova-Scotia sources and 40%
by 2020, including regional electricity supplies. By supporting the Solar City Project we
are also supporting cleaner energy supplies for water heating and embarking, with you
on an exciting path of understanding how your model could eventually be used for other
sustainable energy investments.

We are looking forward to seeing how barriers to using solar hot water can be reduced
by using the on bill financing and reliable installers’ features of the program. These
unique incentives will contribute to the project’s success and the results will be valuable
in considering future projects. The Government of Nova Scotia is committed to this
project and will support 1000 installations for your solar hot water program.
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We are prepared to draw up a contribution agreement outlining this support. Please
have your officials work with our staff to discuss the details and structure the
agreement. The main contact for the Nova Scotia Department of Energy is Bruce
Cameron, Executive Director, Sustainable & Renewable Energy (ph: 424-2288 or
cameronb@gov.ns.ca ). We are strong supporters of this program and look forward to
working with you.

Yours sincerely,

v Original Signed

Charlie Parker
Minister



