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Removing barriers to innovation: Xanterra
Parks & Resorts gaining scale in on-site
solar power generation.
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DEATH VALLEY, UNITED STATES. SUMMER, 2009. Andrew N. Todd,
president and chief executive officer of Xanterra Parks & Resorts, strolled
along the 5,740 solar panels installed by Xanterra at the resorts the company
operates in Death Valley National Park. He felt proud and accomplished.

Three years earlier, Todd had publicly recognized that financing and installing
one of the largest privately-owned zero-emission renewable energy systems
in the sunniest part of the United States looked like a lost battle for Xanterra.
However, Todd’s adamant determination to succeed on the project led to
its completion and allowed Xanterra to gain scale in its on-site renewable
power generation strategy.

Background

Xanterra is the largest park concessionaire in the United States. The
privately held company operates hotels and lodges, restaurants, stores, golf
courses, marinas and passenger trains at national and state parks such as
Yellowstone, Grand Canyon, Death Valley, Rocky Mountain and Crater Lake,
among others. As of 2008, Xanterra had over 8,000 seasonal employees and
received 18 million visitors annually.

In September 2004 Xanterra became the first hospitality company to join
the WWF Climate Savers program. Climate Savers was founded in 1998
by WWF as a platform to enable companies to join forces in committing
to more ambitious reductions in their greenhouse gas emissions and to
transform industry’s more customary incremental and/or passive approach
toward climate change action.

Xanterra’s commitment as a WWF Climate Savers company is to reduce
CO, emissions to 10% below their 2000 emissions by 2015. The approach
the company adopted to achieve the emission reduction goal focuses on
establishing on-site renewable energy generation systems, mainly solar,
at properties operated by the company. Energy efficiency also plays an
important role, through a combination of measures such as the installation
of energy management control systems at hospitality facilities, seasonal shut-
down of systems, education programs aiming to change employees’ behavior
regarding energy use, extensive lighting retrofits and efficiency upgrades
of equipment.

The goals established by Xanterra with Climate Savers are part of a set of
broader environmental goals set by the company in 2004, the Xanterra’s
2015 Environmental Vision goals (refer to Exhibit 1).

Chris Lane, Xanterra’s vice-president of environmental affairs, explained that

the company’s commitment to environmental leadership is core to the very
nature of the company’s underlying business; that of operating natural parks.
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He commented:

If you're not a leader in environmental management, you're not going to last very
long in this business. Environmental performance is one of the key performance
measures evaluated by our client, the National Park Services.

Breaking down skeptical mindsets

As of 2004, the company was aware that achieving their 2015 Environmental
Vision goal would call for “giant steps” and the company began to seek
opportunities for large scale reductions on both CO, emissions and dependence
on fossil fuels. Todd explained that installing the largest privately-owned zero-
emission renewable energy system in the country at one of the properties
operated by Xanterra seemed to be their best bet.

Death Valley, the sunniest place in the United States, was a natural choice
for a large scale solar power system. Furthermore, Death Valley had built
up a solid record as an ideal testing ground for innovative products and
systems. According to Xanterra sources:

It's a good place to test environmental climate change related technologies. When
a product survives the 120 °F heat, high winds, and dust storms found only in
Death Valley, you know it will work any place!

In 2004 a project to build a 220 kW solar photovoltaic energy system at the
Death Valley was presented to Xanterra senior managers. Reactions were
mixed given the poor economic performance of the project. With mounting
skepticism in the managerial ranks regarding technical and financial aspects
of the project, things were put on hold. In Xanterra’s 2005 corporate
sustainability report, Todd stated:

One of the biggest environmental setbacks of the year was our inability to finance
and install a 220 kW solar energy system in the sunniest place in the country;
Death Valley. While we lost that battle, | vow not to give up on this project
because | know that weaning our company off fossil fuels could be the most
important environmental achievement we could ever accomplish.

Following Todd’s public recognition of setbacks on the project and pledging
to strive for its successful completion, Lane actively focused on learning
from the setback and removing existing barriers that prevented Xanterra from
building large-scale solar photovoltaic systems.

In 2007 a much larger solar PV system, a one-megawatt project, was
presented to senior managers and ownership. Although they were positive
regarding the purpose of the project - taking Xanterra to a leadership position
in on-site renewable generation - they were skeptical about the magnitude of
the project and the level of technical expertise required. Managers questioned
the reliability and durability of solar panels, the cost of maintenance and
resistance to Death Valley’'s tough weather conditions that include high winds
and extreme heat. In addition, with a total investment stake of close to 8.5
million dollars, the management team was still uncertain about the economic
viability of the project.

Lane explained that solar projects can be quite diverse depending on size
and location. A project’'s economic viability can also change significantly in
proportion to the availability of public incentives. Solar projects often require
tailor-made solutions for major technical, operational and financial challenges.
He recalled many a late or sleepless night during his search over several
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Since Death Valley has a dusty environment
with very little precipitation, the accrued
dust on the panels was a major issue
that could affect their efficiency. To keep
maintenance costs down, the company
developed a technology to clean the panels
using minimal manual labor.

The pay-back time calculated for the same
project few years earlier was between 10
and 12 vyears.

months for cutting-edge technology, anticipating and solving operational
problems and calculating and recalculating pro-forma reports.

For example, on the technical side, Lane had to find solutions to reduce the
system vulnerability to wind storms. Since Death Valley is often hit by strong
wind storms (at times over 100 miles per hour), the danger of potential
damage to the solar panels had to be eliminated. To mitigate this risk,
Xanterra would install a system to monitor wind velocity and automatically
flatten the panels once a certain wind speed was exceeded.

On the operational side, the project also faced challenges such as the
development of a cost-efficient panel cleaning system - thus avoiding higher
maintenance costs draining the project’s financial feasibility?. Additionally, non-
native date palm trees covered the site where the system would be installed.
Rather than cutting them down, Xanterra salvaged 144 trees, replanting them
on site and chipping less healthy trees for landscaping projects on site.

Through careful planning, fiscal incentives - 30% tax credit and accelerated
depreciation - from the federal government and State of California Solar
Initiative, use of a solar PV tracking system that captures up to 40% more
solar rays, and the unique climate of the Death Valley that has more sun than
any place in the US, Lane managed to reduce the return on investment to
roughly five years®. With solid financial figures and more innovative technical
solutions, skepticism to the project dissipated and Lane got the green light
to start planning the development of the system in March 2007.

Reaping the rewards

In July of 2008, Xanterra succeeded in taking their renewable energy portfolio
to a new level as the Death Valley solar photovoltaic energy system went
fully operational. The system is the size of five football fields and generates
on-site energy of more than 2.2 million kWh per year.

The Death Valley solar system saves 832 tons of CO,-equivalent per year,
representing more than 4% of total company reductions in any one year. The
project is also the first of its kind in this business sector. According to Todd:

This system (at the time) is not only the largest renewable energy system in the
country amongst all private companies, it is also the largest in the entire tourism
industry, the entire Department of Interior, and of any national park concessioners.

The learning curve with the project has been steep, giving Xanterra a unique
hands-on knowledge of the challenges and rewards of building and operating
large scale solar photovoltaic power systems.

Lane noted that many people think that a solar project is simply putting up
panels. However, he explained that there are some operational and technical
aspects of this kind of project that become apparent only once it is fully
operational. With regard to the shortcomings, he stressed that suppliers
and consultants usually do not mention several challenges that can bring
substantial additional costs:

No one talks about dust covering panels, heat reducing generation, ongoing
maintenance costs, replacement of parts such as inverters that break or overheat,
panels being broken by rocks, hail, or golf balls and how to cope with that,
the adverse effect of wind on the system, seasonal shade; these are all issues
that affect solar panels and these factors inhibit the maximization of electricity
generation.
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4 The device automatically adjusts the panels
according to the location of the sun so
that there is maximum exposure to light
at all times. This increases the solar panel
efficiency by 30% bringing the total output
to 100% of company’s local requirements
during daytime. In addition, the system is
100% operational once the sun comes up
and it works full capacity until the sun sets.

;L’am'

PARKS & RESORTS®

Lane mentioned the roughly 40% increased generation of the system due
to the sun tracking device!, which he recommends to anyone considering
implementing a large scale solar system.

Last but not least, both Todd and Lane see the project as one of the
pinnacles of their careers. As put by Lane:

When | am long gone in 50 years, it will still be generating clean, renewable and
free electricity while making profits for the company”.

What is next for Xanterra?

In 2007, the company issued a Climate Change Action Plan, which was a
starting point to aggregate all the measures and strategies related to the
reduction of greenhouse gas emissions. Xanterra internally assessed the
likelihood of meeting short and long-term climate goals. The assessment
showed that the company had already exceeded its Climate Savers goal in
2007, by reducing emissions by 17% in absolute terms (refer to Exhibit 2 for
facts & figures on Xanterra’s CO, emissions and energy use).

However, Lane noted that this is not the end of the line for Xanterra’s efforts
in reducing its carbon footprint. From now on every saving will be more
difficult, since all the “low hanging fruit” has been harvested. In addition, it
is clear to Xanterra that reaching a target is different from maintaining it.
Simple issues, such as an unusually hot Summer or decreasing efficiency of
the solar system, affect emission levels. This is where he sees the role of
Climate Savers becoming even more critical:

WWEF “keeps our feet to the fire” through corporate peer pressure and by ensuring
that the company is accountable for its own objectives.
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Exhibit 1

¢ Xanterra’s 2015 Environmental Vision Goals

Xanterra’s 2015 Environmental Vision Goals*

Fossil Fuels Decrease fossil fuel usage by 30%.

Renewable Energy Increase usage of renewable energy to provide 7% of total electricity consumed.

Emissions Decrease greenhouse gas (CO,) emissions by 30%.

Solid Waste Divert from landfill 50% of all generated solid waste .

Sustainable Cuisine Increase purchases of sustainable food items to 50% of all company-wide food
expenditures.

Transportation Achieve company-wide CAFE (corporate average fuel economy) standard of 35 miles
per gallon (EPA rated combined city and highway) for all passenger vehicles (under
10 persons) purchased annually.

Hazardous Waste Generate zero hazardous waste.

Water Decrease water usage by 25% (baseline year 20083).

*All goals use a baseline year of 2000 except where specifically noted otherwise.

Source: http://www.xanterra.com/long-term-environmental-goals-371.html
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Exhibit 2

Facts and Figures — Xanterra’s energy use and CO, emissions
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FSC

Mixed Sources
Product group from well-managed
forests and other controlled sources

96 Forest Stewardship Council

WWF’s mission is to stop the degradation of the planet’s
natural environment and to build a future in which humans
live in harmony with nature, by:

e conserving the world’s biological diversity

e ensuring that the use of renewable natural
resources is sustainable

e promoting the reduction of pollution and
wasteful consumption

for a living planet’

Climate Business Engagement Unit
WWF International

climatesavers@wwfepo.org
www.panda.org/climatesavers
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