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| WHO WE ARE

TerraVerde Energy
‣ An independent energy advisory firm
‣ Feasibility, project development, and asset management services 
‣ Solar, battery storage, and energy efficiency
‣ 10 years: $390 Million in projects 
‣ Solar: 70 MWs, Battery: 13 MWs, Energy Efficiency: 300+ buildings 
‣ CEC & NREL Projects, working with CCAs developing software and 

programs to incentivize implementation of DERs



| WEBINAR SERIES

Did you miss part 1:

BEST PRACTICES IN MANAGING SOLAR ASSETS?

Find the recording at lgsec.org/events

Today’s Session:

HOW TO ASSESS & EXECUTE A PPA BUYOUT



AN INTRODUCTION TO SOLAR

POWER PURCHASE AGREEMENTS



| AN INTRODUCTION TO SOLAR PPAs

‣ The system is owned, operated, and 
maintained by a third party, your PPA 
Provider

‣ They sell your agency the energy 
produced by the system

‣ They also harvest the rebates (CSI), 
incentives (ITC), and RECs connected 
to the system



| PPA RATES & ESCALATORS

These agreements have stated energy 
rates, and often include rate escalators



| PPA RATES & ESCALATORS

These agreements typically include options to for the power 
purchaser (your agency) to buy the system.

The windows for these buyouts typically begin after the 6th

year, based on IRS requirements around the ITC



SOLAR PPA BUYOUTS

WHY CONSIDER?



| WHY CONSIDER A PPA BUYOUT?

‣ Bottom line, in many cases, a buyout can 

save your agency money

‣ The cost of solar has dropped considerably, 

lowering the market value of these systems

‣ Your PPA rate likely has an escalator, and you 

may be upside down relative to your 

avoided energy costs

‣ In some cases, agencies have had difficult 

experiences with their PPA providers, and 

want to break away



SOLAR PPA BUYOUTS

HOW TO APPROACH



| HOW TO APPROACH A PPA BUYOUT

1. Review Your Existing Power Purchase Agreement
2. Explore Your Options for Sources of Capital for the Purchase
3. Assess the System’s Current Condition
4. Understand the Costs & Risks of Ownership
5. Analyze the Financial Benefit of a Buyout
6. Reach an Agreement with Your Provider on the Buyout Price



| STEP 1: REVIEW YOUR EXISTING AGREEMENT

‣ Power Purchase Rate & Escalator - Are you 
upside down?

‣ Buyout Options & Procedures - Are you 
able to buyout your provider? What steps 
have they outlined?

‣ Purchase Amount / Valuation Process -
How will the purchase price be 
established?



| STEP 2: EXPLORE FINANANCIAL OPTIONS

‣ Cash
‣ Certificate of Participation (COP) Financing
‣ Tax Exempt Loan
‣ Bond
‣ A new PPA Provider



| STEP 3: ASSESS THE STATE OF YOUR SYSTEM

‣ Physical Condition of the Solar Facility -

What (if any) deferred maintenance, repairs, 

or upgrades may be needed? 

‣ System Performance - To what extent is the 

solar project producing the amount of 

electricity guaranteed in the warranties on 

the panels and inverter?

‣ Request a maintenance log from the PPA 

provider, along with warranties? Are they 

still intact (maintenance requirements)?



| STEP 4: UNDERSTAND COSTS OF OWNERSHIP

‣ Will the inverters need to be replaced? 

How soon? Cost?

‣ What other repairs are required to bring 

the system back into optimal working 

condition

‣ What will the strategy be for managing the 

system (monitoring, preventive 

maintenance, corrective maintenance, 

performance analysis & reporting) 

‣ How much will it cost to insure?



| MANAGING SOLAR ASSETS

‣ Performance Monitoring
‣ Preventive Maintenance: annual 

inspections & maintenance
‣ Corrective Maintenance: outages, 

underperformance, soiling
‣ Energy & Financial Performance Analysis



ANNUAL REPORTS

Financial Performance



ANNUAL REPORTS

Energy Performance



ANNUAL REPORTS

Annual Inspection



ANNUAL REPORTS

Maintenance Record



| STEP 5: ANALYZE FINANCIAL BENEFIT

FINANCIAL MODEL THAT ACCOUNTS FOR

‣ PPA rate / escalator

‣ Projected solar performance (factoring 

degradation)

‣ Cost of capital

‣ Asset management & module washing

‣ Inverter Replacement

‣ Insurance

‣ Revenues from REC sales



EXAMPLE BUYOUT ANALYSIS



| STEP 6: REACH AGREEMENT ON PRICE

SYSTEM VALUATION CONSIDERATIONS
No single valuation methodology should be 
employed to value an aging/operating asset; 
rather, a “blend” of methodologies should 
be employed to consider key variables 
related specifically to aging/operating 
assets.



| DETERMINING FAIR MARKET VALUE

‣ Income Approach – value based on the capitalization of the net 

earnings or cash flows expected from the property, discounted to 

adjust for time value of money

‣ Market “Comps” Approach – value based on analysis of recent sales 

of comparable property

‣ Cost Approach – value based on the proposition that an informed 

purchaser would pay no more for property than the cost of 

producing a substitute property with the same economic utility  



ONE FINAL THOUGHT

BEFORE Q&A



| ONE FINAL THOUGHT BEFORE QUESTIONS

“REFINANCING YOUR PPA”
A new transaction type, engaging a new PPA Provider
to provide you with the cash needed to buyout your

existing provider and offer you a PPA with better rates & terms



david@terraverde.energy | (415) 272-1014

Thank You! If you’re interested in…

‣ Copies of this presentation

‣ An example asset management reports

‣ “Top 5 Ways Solar Owners Lose Money”

‣ Continuing this conversation


