CITY OF NEW BEDFORD

JONATHAN F. MITCHELL, MAYOR

September 17, 2015

City Council President Brian K. Gomes
Honorable Members of the City Council
133 William Street

New Bedford, MA 02740

Dear Council President Gomes and Honorable Members of the City Council:

I am submitting for your approval an ORDER authorizing the Mayor to enter into
a master lease agreement in an amount not to exceed $13,505,000 for the financing of the
costs of energy conservation measures and facility improvement measures to various
municipal buildings and facilities pursuant to the Master Energy Management Services
Agreement between the City and Siemens Industry, Inc.

133 WILLIAM STREET * NEW BEDFORD, MA 02740 + TEL. (508) 979.1410 + Fax (508) 591.6189




OFFICE OF THE CFQO

ARI J. SKY
CHIEF FINANCIAL OFFICER

CITY OF NEW BEDFORD

JONATHAN F. MITCHELL, MAYOR

September 17, 2015
TO: Mayor Mitchell
FROM: Ari J. Sky, Chief Financial Officer£3—
SUBJECT: ESCO Phase 1 Financing Package
Over the past year, the City has been working closely with Siemens Industries to develop an
energy management program that will reduce overall energy consumption by updating the City’s
property infrastructure. On February 26, the City Council approved the Energy Management

Services Agreement (EMSA), which authorized the City to begin detailed facility audits and
develop a package of measures for financing,

The intention of this program is to implement improvements on a multi-phase basis, beginning

with Phase 1, which will provide for the replacement of HVAC plants, lighting improvements

and other efficiency measures at 10 municipal buildings and 9 schools. The overall cost of Phase

1 will be about $14.9 million, of which $1.4 million will be funded by utility rebates. In several |
cases, these improvements will be very timely, as they will allow the City to replace failing i
boilers before the winter sets in. A summary of the project elements is attached. i

The next step involves the identification of financing for the project. Given the nature of the

program, we decided to explore the possibility of tax-exempt municipal lease financing, which

will allow the City more flexibility in terms of the draw schedule and will improve transparency

by assigning lease costs directly to the departments’ operating budgets as an offset to reduced ‘
energy expenditures.

The City conducted a solicitation for lease proposals. We received bids from six banks to
finance the Phase 1 project. The most favorable proposal came from First Niagara, which
offered to provide $13,505,000 at a 2.68% rate over a 15 year term, with no prepayment penalty.
Siemens estimates that, if approved, Phase 1 activities should be complete by early 2017,
Conservatively, the lease purchase agreement will provide a net cash flow benefit of about $1.6
million over the course of the 15-year term, and an estimated $1.3 million annually beginning in
FY 2031,

We also took a number of actions to ensure that the City is fully protected in the event of any
delays in project implementation or other unforeseen issues. Specifically:



1. Reductions in energy consumption are guaranteed up to 95% of the estimated savings,
The contract will also guarantee that Siemens will direct additional resources to the
project if needed to maintain schedule and will make the City whole for any shortfall in
energy savings resulting from delays in implementation.

2. To ensure that the City captures all savings, metering and verification will be based on
pre- and post-implementation measurements, as opposed to modeled savings, and
commissioning of the project will be conducted by a team separate from the group will
perform the initial installation.

3. The lease-purchase note will be structured with no prepayment penalty, and the first ful]

debt service payment will not be due until April 1,2017. In addition, the repayment
structure escalates over time, thereby allowing the City’s debt service costs to
approximate anticipated future Energy costs.

The combination of financing structure and performance guarantees is intended to ensure that the
City has sufficient recourse in the unlikely event of a savings shortfall. Asa result, I believe that
the project contains adequate protections against potential liability and represents a strong
opportunity to address significant facility infrastructure issues. I respectfully request that the
proposed note be submitted for the September 24, 2015, City Council meeting,

Thank you for your consideration.




CITY OF NEW BEDFORD

CITY COUNCIL
September 24, 2015

AN ORDER TO AUTHORIZE THE MAYOR TO ENTER INTO A MASTER
LEASE AGREEMENT IN AN AMOUNT NOT TO EXCEED $13,505,000 FOR THE

BUILDINGS AND FACILITIES PURSUANT TO THE MASTER ENERGY
MANAGEMENT SERVICES AGREEMENT BETWEEN THE CITY AND
SIEMENS INDUSTRY, INC.

WHEREAS, the City of New Bedford (the “Lessee™) is a political subdivision of The
Commonwealth of Massachusetts (the “Commonwealth”) and is duly organized and
existing pursuant to the Constitution and laws of the Commonwealth;

WHEREAS, pursuant to applicable law, the City Council of the Lessee (“City
Council”) is authorized to acquire, dispose of and encumber real and personal property,
including, without limitation, rights and interests in property, leases and easements
necessary to the functions or operations of the Lessee;

WHEREAS, the City Council hereby finds and determines the execution of a lease-
purchase agreement (the “Equipment Lease”) in the principal amount not $13,505,000
(the “Principal Amount™) for the purpose of acquiring the energy conservation
measures and facility improvement measures to be designed, procured, instafled,
implemented and monitored pursuant to the Master Energy Management Services
Agreement between the City and Siemens Industry, Inc., approved by the City Council
on February 26, 2015, and to be described more specifically in the Equipment Lease
(collectively, the “Property™), is appropriate and necessary to the functions and
operations of the Lessee;

WHEREAS, First Niagara Leasing, Inc. (the “Lessor”) is expected to act as the Lessor
under the Equipment Lease;

NOW, THEREFORE, BE IT ORDERED BY THE CITY COUNCIL OF THE CITY
OF NEW BEDFORD AS FOLLOWS:

Section 1. The Lessee hereby determines that it has evaluated the financing
alternatives and that entering into the Equipment Lease with the Lessor and financing
the acquisition of the Property thereby is in the best interests of the Lessee.




Section 2. The Lessee is hereby authorized to acquire and install the Property (the
“Project”) and is hereby authorized to finance the Project by entering into the
Equipment Lease. Any action taken by the Lessee in connection therewith is hereby
ratified and confirmed.

Section 3. The Mayor, the Treasurer and the Chief Financial Officer (each, an
“Authorized Representative™) acting on behalf of the Lessee are hereby authorized to
negotiate, enter into, execute, and deliver the Equipment Lease in a form that the
Mayor, Treasurer and the Chief Financial Officer shall deem in the best interests of the
City. Each Authorized Representative acting on behalf of the Lessee is hereby
authorized to negotiate, enter into, execute, and deliver such other documents,
contracts and agreements related to the Equipment Lease (including, but not limited to,
an escrow agreement) as the Authorized Representative deems necessary and
appropriate.

Section 4. By a written instrument signed by an Authorized Representative, said
Authorized Representative may designate specifically identified officers or employees
of the Lessee to execute and deliver agreements and documents relating to the
Equipment Lease on behalf of the Lessee.

Section 5. The aggregate original principal amount of the Equipment Lease shall not
exceed the Principal Amount and shall bear interest as set forth in the Equipment
Lease and the Equipment Lease shall contain such an option to purchase by the Lessee
as set forth therein.

Section 6. The Lessee’s obligations under the Equipment Lease shall be subject to
annual appropriation or renewal by the City Council as set forth in the Equipment
Lease.

Section 7. It is hereby determined that the purpose of the Project is an object or
purpose permitted under the laws governing the Lessee.

Section 8. Each Authorized Representative is further authorized to take such actions
and execute such documents as may be necessary to ensure the continued status of the
interest on the Equipment Lease authorized by this order as excludable from gross
income for federal income tax purposes pursuant to Section 103 of the Code.
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City of New Bedford
Energy Performance Contract Phase 1 Cost Summary

Ty £ 5 S e = ECE R ARra Eed i B
1 City Hall Lighting $133,928 $29,302 $104,625 $13,267
2 City Hall Bullding Envelope $50,005 30 $50,008 $4,170
3 City Hall Aerators $571 $3ge $273 $461
4 City Hall Plug Load Controllers $20.868 $2,943 $17,825 $1,368
5 City Halt Transformers $16,659 59,047 $6,712 $4,580
8 City Hall Fan Coit Unit Upgrades $697,334 £0 $667,334 $2,819
7 City Hall Bailer & Chiller Piant Cantrols $145,782 $0 $145,782 $2 483
8 City Hall Beiler Regl ant, Fuel Conversion 288,454 $30,000 $268,454 $52,353
8 City Hall Replace Chillez $365,183 $4,086 $391,117 $5,354
e = = e

10 Fire Station B Lighting $10,648 $98,373 $2,275 $3,810
i1 Fire Station 8 Building Envalcpe 516,119 30 $18.119 $1,085
12 Agrators & Showerheads {$739) $805 ($1,544) $873

Howlend Green Library

&b,
$25,257

36,263

$18,994

$2,836

14 Howland Green Liorary Building Envelape $14,939 30 §14,938 $1,176
15 Howland Green Library Aerators $34 $77 ($43) $76
16 Howland Green Library Plug Load Controllers 1,745 5309 §1,438 $143
17 Howland Green Library Replace Chiller & AHU with VAV $313,853 $1,606 $312,247 $1,512

Howland Green Library

Lawler Library

BMS: Install DRG on New System

Lighting

$53,819

$0

$53,.819

$884

§13.977 $6,618
20 Lawler Library Building Envelops $5,610 $0 35610 $523
21 Lawier Library Aerators $8 $40 {532} $51
22 Lawlar Library Plug Load Controllers $1,208 $207 $1,000 $o5
23 Lawler Library Htg & Cly Smart Tstats {$1,181) $2,638 ($3,817 $1,085
24 Main Library Lighting 485,761 $16,332 $48,428 $7,357
25 Main Library Building Envelope $13,042 50 $13.,042 $1,844
26 Main Library Aerators $120 $352 {$231) $261
27 Mairs Library Plug Load Contyollars $5,543 §991 $4,552 3457
28 Main Library BMS: Retro-CX Pneumatics 520,335 $0 $20,335 $1,313
29 Zaiterien Theater Lighting 345,241 $13,675 $31,565 $6,181
an Zaitericn Theater Building Envelope $50,940 $0 $50,840 $4,516
A Zeitericn Theater Aerators $1,182 $63B $544 §740
33 Zeaitericn Theater Steam Trap Repiacement $8,305 85,716 $2,590 $2,468
34 Zeiterien Theater Steamn Pipe and Valve Insulation $5,148 $1,080 $4,058 $471
35 Zsiteticn Theater Repiace Elecsiric Caontrols w/ DDC $112,289 $15,719 $96,570 $6,341
B Zeitericn Theater Replace GE Furnaces §265,949 30 $266,949 $1,678
s - = i e S e
a7 Zeitarion Garage Lighting $89,488 $19,031 $50,457 $8,781
38 DPI| Adminfstration Lightin: $69,893 $16,163 $53,730 37,418
39 DP1 Administration Building Envelope $58,186 $0 $58.188 $3,285
40 OP1 Administration Agrators 5323 $158 $1685 3175
41 DPt Administration Piug Load Controllers $6,414 $1,213 7,201 $560
42 DP! Administration Bailer Replacement $178,266 $8,000 $170,266 $1,505
DPI Administration 30
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44 PRAB Lighting $253,766 $70616 $183,150 $32,063
45 PRAB Bullding Envelope $134,361 $0 $134,381 $9,607
48 PRAB Plug Load Contratlers §$18,139 35,170 $11,969 $2,847
47 PRAB | Aeratars $1,711 $20 $1,691 $275
43 PRAB Steam Piping/Fitting Insulation $52,269 $17.648 $34,621 $8,300
49 PRAB Steam Trep Ragpl mant $154,757 $18,550 $138,207 $3,867
50 PRAB Burner Replacement $208,245 $2,894 $205,381 48,624
51 PRAB Repair/Repiace Unit Ventilators $38,553 30 $39,553 ($5,821)
52 PRAB Install TRVs $0 $205,217 $5,750
53 New Bedford High Seheol  |Lighting $1,088,088 $218,334 $669,602 §99,320
54 New Bedford High Scheol  [Buileing Envetope $503,328 50 $503,328 32,453
&5 New Bedferd High School  [Plug Load Controllers $42,005 $9,658 $32,348 $4.455
56 New Bedferd High School | Transformers $124 304 $48,832 $75,762 $22,440
57 New Bedford High School  |Aerators $2,456 $7,693 ($5,236) $8,422
58 New Bedferd High Schoal Pipe Insulation $508 $695 {566} $214
59 New Bedfoerd High School  |Upgrads Water-Cooled Fauntain 117,680 ] $117.860 87,798
50 New Bedford High School  |Upgrade Water-Cooled Walk-in $177,3a0 $0 $177,380 $10,493
61 New Bedferd High School Install Pool-Pak & Dehumidification $522,756 30 $522,756 $1,987
= = - e : ==
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62 Keith Middle Schazl Lighting §636,130 $121,453 $514,676 $55,193
B3 Kelth Middle School Building Envelope $129,514 $0 $129.514 $9,206
64 Keith Middle School Plug Load Contrellers $70,785 $14,286 556,508 $8,582
B5 Keith Middle Schooi Agrators 32,747 $1,180 $957 $1,302
66 Normandin Middle School  |Lighting $499,858 §123,207 $376,851 $55,998
BY Nomnandin Middle Scheol  |Building Envelope $6B,772 $0 $08,772 $7,972
68 Normandin Middle Scheg!  |Plug Load Controllers $43,736 $6,975 $36,761 $3,218
[ii:] Nomnandin Middle Schoot  |Transformers 598,237 $16,248 $78,989 37,497
70 Normandin Middle School  |Aerators 5402 §1,315 ($913) $1,438
il Roosavelt Middte School Lighting $607,520 $129,718 $477,803 $58,802
72 Roosavelt Middis Schaol Building Envelope $203,490 30 $203,490 §13,162
73 Roasavelt Middle Schaol Plug Load Controllers $38,533 $8,481 $30,062 $3,913
74 Roosevelt Middte School Transformers $115,028 $31,843 $B3,165 $14,6093
75 Roosgvelt Middle School Aerators $2,631 $2,008 $526 52,168
768 Gomes Elementary Scheal  |Lighting LEDs $462,257 $62,230 $400,026 $28,371
77 Gomes Elamsntary School  |Building Envelope $116,485 $0 $116,465 $7,242
78 Gomes Elementary Schoal  |Plug Load Controllars $2,341 $1,403 $938 647
78 Gomes Elementary School  |Transformers $75,622 $14,057 61,565 $6,486
BO Gomes Elementary School  |Aerators $2,487 $2,883 {$3986) $3,136
81 Gomes Elementary Schoot  |Bailer Plant Contrals $52,431 $9,748 $42,684 $3,500
82 Gomes Elementary School  |HVAC Equip Repairs $126,664 $0 $126,664 30
83 Hathaway Elementary School |Lighting $57,327 314,817 $42,510 36,718
a4 Hathaway Elementary School |Plug Load Contralers $8,469 $1,857 $6,612 857
85 Hathaway Elemantary Schoot |Aerators $236 $540 {$304) $622
B6 Hathaway Elementary Schoot |Boiler Reptacement, Fuel Conversion $281,353 $20,000 $261,363 15,088
B7 Hathaway Elementary Schaol {Bailer Plant Controls $60,348 $0 $60,346 $1,406
athaway HVAC Equip Repai $38,762 50
T TS o o e S HEh RS = = =
89 HayMac Elsmentary School  |Lighting $468,901 $72,478 §3n6.422 $32,883
a0 HayMac Elementary School  |Building Envelope $42,530 $0 $42,530 23,443
291 HayMae Elementary School  {Plug Load Cantrollers $8,793 $1,228 §7,565 $567
92 HayMac Elementary School  [Transformers $62,116 310,422 $51,685 $4,808
Cost Summary Page 2




HayMa:: Elam.eniary School

Aeralors

#1,680

" §2,690

' ($i.01n)

04 HayMac Elementary Schoal Upgrade MAU in Boiler Room $83,565 0 $83,586

95 HayMac Elementary School Bailer Plant Controls $33,968 $21,823 512,048 7,892

96 HayMac Elementary School HVAG Ecuip Repairs $110,054 $0 " $110,054 $0

= = = s : - o 3 E = ; ‘-'_‘" 5 - H e 5

a7 Parker Zlemantary Schenl _[Lighting $121,023 §22,509 $95,094 §10,438
£8 Farker Elementary Setgol Plug Load Controllsrs $5,054 52,416 §2,638 $1.115

99 Perker Elementary School  |Aerators $1,268 $1,003 $175 #1160
100 Parker Elementary School  {Boiler Plant Controls $57,148 $0 $57,148 %1,188

101 Parker Elementary School  |HVAG Equip Repairs $50,208 30 60,208 $0

02 Pulaski Elemsm;ry Schaal Lighting $309,860 $68,839 $240,021 $31,846
103 Pulaski Elementary Sehool Building Envelope $78,463 30 $78,483 $5,286
104 Pulaski Elementary Schoal Plug Load Controllers $9,568 #1,104 $B,454 $508
105 Pulaski Elementary School Transformers $26,843 $5.574 $20,269 $2,572
108 Pulaski Elemantary Schaol Aerators $1,326 $1,898 (8571) $1,980
107 Puiaski Elementary School  |Boiler Plant Controls $45,196 $11,765 $33.431 $3,722
108 Pulaski Elementary School  |HVAC Equip Repairs $73,608 SD_ $73.806 $0

T _ s Boilar Raprlaaefnent & ins-!;aﬁationéf L © .y =
108 Facility Oparations acdiianal radiators in offics suaces $136,155 30 $136,155 $0
ik, 2 TF= & = I 2 hi = E= =- ',ﬂ = = : 5, I = Z i 2 _- =
110 BMS Infrastructure, AdNav Energy Manegement System $147,176 $0 $147,176 0
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