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Tariffs for Large Utility  Customers 


Moderator, Autumn Proudlove, Jim Kennerly

Moderator:
Hi, everyone.  Thank you for joining us today.  This is the Green Power Network webinar.  And we’ll give everyone a few more minutes to log in, so while we wait I just wanted to go over a few logistical housekeeping items.  

I want to mention that this webinar will be recorded, so everyone today is in listen-only mode, and you have two options for how you can hear today’s webinar.  In the upper-right corner of your screen there’s a box that says “audio mode” and this will allow you to choose whether or not you want to listen to the webinar through your computer speakers or a telephone.  So select either “use telephone” or “use mic and speakers,” and if you select “use telephone” the box will display the telephone number and the specific audio pin you should use to dial in.

We will have a question and answer session at the end of the presentation, so you can participate by submitting your questions electronically during the webinar.  Please do this by going to the questions pane in the box showing on your screen.  You can type in any question you have over the course of the webinar and we’ll address as many of those questions as we can after both speakers have presented.
I’ve included the link there as well to where the files and webinar will be posted after we’re done here today.  So let’s go ahead and move on to the next slide.  

So I want to introduce our speakers today.  Our presenters are both from the North Carolina Clean Energy Technology Center.  Autumn Proudlove is a Policy Analyst there.  She joined the Center’s energy policy team in January 2014.  She works on the Database of State Incentives for Renewables and Efficiency, also known as DSIRE; as well as the SunShot Solar Outreach Partnerships (SolarOPs).  She received her Master’s degree in Energy Regulation and Law, as well as a Certificate in Climate Law from Vermont Law School.  We’re happy to have Autumn here.
And as well, we have Jim Kennerly, who is a Policy Analyst and joined the Center’s energy policy team in May of 2013.  He focuses mainly on research of government incentives, utility incentives, and regulatory policies affecting clean energy development.  And Jim received a Master of Public Affairs degree from the Lyndon B. Johnson School of Public Affairs at the University of Texas at Austin, and a Bachelor’s degree in Politics from Oberlin College.
So I’m going to turn it over to Autumn and Jim, who will be presenting on a new report that they have.  And like I said, we’ll hold the questions till the end, but go ahead and submit them as they come up during the webinar.  So, Autumn and Jim, we’ll turn it over to you.
Autumn Proudlove:
Great.  Thanks, Jenny, for that introduction.  So we are going to be talking, as mentioned, on a new report about encouraging solar PV development through renewable energy tariffs for large utility customers.   
You can go to the next slide, please.

We’ll start by giving you an overview of the North Carolina Clean Energy Technology Center and our work under the SunShot Solar Outreach Partnership.  Then we’ll go into some of the basics around renewable energy tariffs and the benefits of these tariffs to customers, to the public, to utilities, and also to solar PV as a technology.  Then we’ll go into some of the different design features and characteristics of renewable energy tariffs, and next we’ll discuss two specific utilities that have begun offering these tariffs: Duke Energy Carolinas and Dominion Virginia Power.  And finally we’ll leave you with some key considerations and some emerging practices in renewable energy tariff design and leave some time for questions at the end.  
Go to the next slide.

So the North Carolina Clean Energy Technology Center recently changed its name from the North Carolina Solar Center, and it’s a public service center here at NC State University’s College of Engineering in Raleigh, North Carolina.  And our work is centered on promoting a sustainable energy economy.  We do this through education, demonstration, technical assistance, and other support for clean energy technology practices and policies.  And so Jim and I are both part of the Center’s energy policy team here and we work on DSIRE, the Database of State Incentives for Renewables and Efficiency, as well as the SunShot Solar Outreach Partnership.    
Go to the next slide.

So our work under the SunShot Solar Outreach Partnership, known as SolarOPs, is part of DOE’s larger SunShot initiative, and it aims to make solar cost competitive with other forms of energy by 2020.  So a lot of the focus here is on soft cost reduction, things like permitting, inspections, labor, and customer acquisition, essentially everything but the hardware cost.  And SolarOPs really focuses on local government action to promote solar and reduce soft costs at that level.  So we’ve produced this report as part of our work under SolarOPs and that’s what this webinar will be based off of.  
You can go to the next slide.

A renewable energy tariff is a special type of rate schedule that is offered to a utility’s largest customers.  These customers are often referred to as “key accounts,” they’re some of the utility’s highest energy users and often some of their highest revenue generators, too.  These programs are opt-in programs, they’re totally voluntary, where participating customers pay a premium to get renewable energy rather than the utility’s standard power mix.  And because these participants are paying a premium, the rates of non-participating customers are not affected.  

So under one of these programs the renewable power is obtained in one of two ways, and that’s either through utility-owned generating facilities or through a power purchase agreement, known as a PPA.  This is as an alternative to customer-sited self-generation and also to third-party PPAs.  Oftentimes the sites of these energy-intensive buildings owned by these large customers, they don’t make suitable locations for self-generation, and also there are a lot of states that don’t allow third-party PPAs, so this second option also isn’t available to a lot of customers.  So renewable energy tariffs, a major benefit of them is expanding access to renewable energy for these large customers that aren’t able to take advantage of self-generation or third-party PPAs.  

You can go to the next slide.

As this slide indicates, renewable energy tariffs don’t just benefit the customers that participate in the program, they also provide benefits to the general public, to the utilities that offer them, and to the advancement of solar technology itself and other renewables really.  

You can go to the next slide.  

So while there is some overlap in these benefits for sure, we tried to separate them out in our reports by who primarily sees these benefits.  I’ll start by going through the benefits that are primarily seen by customers and the general public.  The first benefit of renewable energy tariffs is to local governments and general local economic development.  These tariff programs can be designed so that local governments are eligible to participate.  You oftentimes think of just large corporations, but local governments also have large electric loads, so it can be designed so that they can also take advantage of it.  The federal government, as well as any state and local governments, have these lead-by-example programs, where goals are requirements to get a certain amount of their energy from renewable sources.  So these tariffs are really great in offering one way for government entities to meet these goals or to be that example.  

These tariff programs also promote overall economic development within a community, because a lot of these companies, they’ll decide to open up a data center, decide to open up a large facility in a certain area because there’s the renewable energy tariff there, and corporate sustainability is becoming such a concern for many customers and their companies.  So this then creates employment opportunities and it also increases the local tax base.  And renewable energy jobs may also be created because of a local increase in demand for renewables.

The next benefit here is about environmental improvement and the concept of additionality.  Renewable energy tariffs differ from simple renewable energy certificate or REC purchasing programs because the RECs ____ along with the power under these tariffs.  So this is referred to as bundling, and bundling helps to ensure that renewable generation is additional, meaning that it’s new generation and it’s not just purchasing RECs from an existing facility, usually sometimes far away.  And while there are programs such as Green E, that will independently verify additionality, there’s a fee for these types of services.

Environmental benefits also accrue when a customer’s new load is being met with renewables through one of these tariff programs, so this often prevents new dirty generation from being built.
And the next benefit here to customers and the public is that by charging participants for the cost of the energy procured under the tariffs and for any administrative costs of the program, the impact on other rate payers can be minimized or even eliminated in some cases.  So this is consistent with traditional causation principles of rate-making, where those who are responsible for causing the costs should be responsible for paying it.  And it also lends to the acceptability of our renewable energy tariff program.  

And the final benefit here to customers and the public is expanded access to renewable energy.  So as I mentioned earlier, there are just some sites that are just unsuitable for self-generation and some states that don’t allow third-party PPAs, so renewable energy tariffs provide an option for those that fall into those categories.  And there are several reasons why one may opt to participate in a renewable energy tariff over self-generation or over a third-party PPA anyway, but having this option definitely helps provide something to customers that are not able to do either of those other options.

Now going into the benefits to utilities.  For utilities, they are able to take advantage of economies of scale by building large utility scale solar arrays in particular, and citing them in locations that provide the maximum amount of _____ benefits.  So depending on where it’s cited, solar can in particular avoid a greater degree of utility capacity and energy costs.  And oftentimes these avoided expenditures can be passed on to all of the rate payers with the utility.
And utilities also benefit from the increased customer satisfaction and retention.  Large companies are a driving force behind a lot of these tariffs being implemented, so satisfying the request or an option to obtain renewable energy helps keep some of the utility’s largest customers happy.  And there’s also now a big and growing concern among utilities about losing customers to things like self-regulation, even to third-party sales.  So by offering renewable energy themselves, utilities are able to head off a loss of customers and a loss of load.
And now to get into the benefits to solar PV technology itself.  Since or work on this report was done under the SunShot Solar Outreach Partnership we focused in particular on solar through renewable energy tariffs.  Now the first of these benefits is that procuring solar energy through a renewable energy tariff can reduce financing costs.  Self-generation involves medium-to-high transaction costs and a third-party PPA involves high transaction costs.  But under a renewable energy tariff a large amount of this procurement work is assumed by the utility and the utility has expertise in procuring power.  So it helps to lower the customer’s transaction costs, which includes costs associated with administration, site development, and capital financing.

And the second benefit to solar technology is that customer acquisition costs can also be reduced.  And customer acquisition makes a really large portion of the soft cost tax.  So while a renewable energy tariff participation can involve applications, it can involve some paperwork, it can involve some decision-making on the part of the customer, it’s often a much simpler way for the customer to get renewable power than by procuring it themselves.  So the availability and convenience of such a tariff can really serve customers that hadn’t previously considered solar at all or renewables or had considered but didn’t pursue these options because of some resource challenges or some regulatory challenges.  So it really gets customers to actually make that decision.

So I’m going to turn over to Jim now to discuss some of the characteristics and design features of these tariffs.

Jim Kennerly:

Great.  Thanks, Autumn.  If you can go to the next slide.

So just want to talk a little bit about the different characteristics of renewable energy tariffs, because there’s a wide variety of differences across different utilities that have begun to offer these programs, many of them whom are offering them on a pilot basis.  So a lot of these different programs are going to give, you know, as their pilot periods end, is going to give a lot of really interesting data and information to take a look at and to see how to potentially expand these programs or to retool them for future success.

So I just want to talk a little bit about the definitions that are included in some of these tariffs.  We’ll go over where some of the utilities are in the states that have utilities that offer these in a little bit, but first we’ll just talk about the definition of renewable energy.  So typically any tariffs, it tends to match with the state definition of renewable energy or the federal government’s definition of renewable energy.  So our report really got at why solar PV was such a good option in this situation, partly because PV in any of its applications is a very modular resource.  So what that means is that it can be sized in such a way to meet the customer’s need, and potentially if there’s a procurement need in the marketplace the customer can identify the size of the resource they need.  

So typically solar PV is included in the definition of – the state’s definition or the federal government’s definition of renewable energy, and that’s going to be a key resource to consider, especially with the sort of modulary benefits and its cost benefits.

So in terms of eligibility requirements, as we noted earlier, this is mostly a program that’s starting off for some of the largest industrial customers of electric utilities.  These customers in many cases have been taking a look at taking some of their operations offshore or looking for places that have similar lower costs.  But others even are looking at, such as Facebook or Google or data center providers, are looking to green their supplies, given that a lot of their intensive energy needs often draw on some conventional rather than clean resources.  So they tend to be limited to the larger accounts, and for utilities this makes a lot of sense, especially if the larger accounts are considering moving to their service territory, and this is a nice inducement to move to the service territory, or therefore in essence just trying to, you know, encourage them to remain.

The third is how the customer can choose and what the customer can choose in terms of a resource.  So this is an important one, because giving the customer choice is important for ensuring that, you know, the cost-effectiveness of the resource itself.  And often the choice for the customer is for local supplies.  And so if there are options for local supplies it gets into the fourth definition or the fourth characteristic, which is how additional are the environmental benefits of the customer investing in a wholesale, you know, third-party-owned power system and having the utility procure that on their behalf.  So when you have something that’s closer to the load and on the utility system it’s more likely that it’s providing an additional benefit.  And to be able to have the customer choose that enhances the environmental benefit.  

So the fifth one is how the renewable energy certificates and the environmental attributes are treated.  So in different states, based on their renewable portfolio standard requirements, some states – excuse me, some utilities apply the RECs from these kinds of programs to the compliance with the renewable portfolio standards.  So in many cases the customer, if they are paying for the added cost of the renewable resource, are going to want to try and purchase some less-expensive renewable power in general, at least try to go for more cost-effective, larger-scale resources, such as utility-scale solar or larger-scale wind farms.  And so in this situation the REC treatment, if there’s a renewable portfolio standard, can just simply be that the utility can retain the RECs and retire them.  in other cases the customer has the benefit of keeping the RECs themselves and retiring the RECs themselves, so that they can show that they’ve, you know, made a move to be green in that sense, and they’ve made a move to mitigate their own environmental impact and to own that and to make clear that what they’re doing on their facility is environmentally neutral, or at least more neutral.

Other aspects of the program, there’s some – like Duke Energy, for example, has a 700 megawatt cap on the amount that they can procure on behalf of their larger accounts.  And that’s part of their five-year pilot, and I’ll get into that in a little bit.  But the way that these are priced, and I hinted at this earlier, is that the customer pays for the additional amount above what would be considered the wholesale or the PURPA-avoided cost rate, the Public Utility Regulatory Policies Act-avoided cost rate that the utility would have.  So we’ll be getting into that in a minute.  And also there’s various different, you know, requirements around contracting terms and also around reporting to local public utility commissions or to just whomever the regulator of the utility is, whether it’s a local government or a utility district board.

You can go to the next slide please.

So this is just it talks briefly about how renewable energy tariffs are priced.  And I’ll give you guys some good examples on how this works a little bit later in our case studies.  But as you can see there on the left what _____ _____ premium pricing program would look like.  And if, you know, it tends to be the cost of the renewable energy source tacked onto what they would be paying for their normal grid supplied electricity.  So that premium would represent the full cost of the resource.  Now the difference with renewable energy tariffs, and you can see some different examples that use both of these approaches, but with the approaches that we’re looking at in the case study today, they tend to use an approach where if there is an avoided cost payment to the developer who is purchasing the resource – or I’m sorry, selling the resource in the utilities grid, that amount is the savings that can be passed onto the customer so that the net premium price is reduced by the amount of avoided utility costs that are incurred.  So if the utility is avoiding those costs they’re not simply taking them as profit; they’re taking them as – or reduced costs; they’re passing that savings on to the customer.

So by extension, as renewable energy gets less expensive, what these programs can do is ensure that there’s no premium at all in terms of price associated with procuring larger amounts of renewable energy.  And you’ll see in some places, like Texas, there’s actually merchant solar plants that have no premium price whatsoever and they’re actually selling in the wholesale rate.  So if you’re in a place like that there’s actually no particular reason why there would be a premium.
Can you go to the next slide please?

This is just a brief map of states that are beginning to pilot these renewable energy tariff programs.  We do not currently have an exhaustive list in this presentation of the utilities that offer these tariffs or the states that are beginning to offer these programs, but just a quick overview, California has just actually just recently created a program legislatively they’re looking at the CPUC, how to implement a required renewable energy tariff program for larger customers.  And a number of the different larger utilities are working with the CPUC in developing a tariff.  
Obviously many of the states have higher insulation rates in the Southwest, like Nevada and Arizona and New Mexico are looking at this.  Well, the stronger solar states, like Colorado.  Duke Energy certainly has been taking a look at these issues and been looking at how they can retain industrial load, which is something that they’ve been having many challenges with over the years, as many of North Carolina’s industries, such as tobacco or textile processing, has begun to leave the state and go offshore.  And to bring in more industrial load a renewable energy tariff is an excellent inducement.

And if you can go to the next slide I can talk a little bit about Duke Energy, for example.  
So Duke Energy in 2013 filed its Green Source Rider Program.  What really got this going, and many of you may have heard about this in the news, was that Google put out a whitepaper talking about how they wanted to be able to ensure that they were helping to make sure that their operations were as clean as possible, their data center operations in particular were as clean as possible and did not add additional conventional generation to the grid.  And so the way that they wanted to do that was to create these renewable energy tariffs and to offer a program where they could purchase through actual purchases from a reasonably local source a great deal of renewable and clean power.  And so since it’s beneficial for Duke Energy to have what’s called the high load factor, so if they have pretty consistent use of energy, it’s beneficial for Duke Energy to have this tariff because it allows Google to relocate its operations unless they have another high load factor customer.  So it’s really a very beneficial arrangement for these higher load factor customers that are going green and the utility that’s trying to lure them to their service territory.  

So what the customer gets from this is that they get – they will have to pay about – it’s actually in there, that’s 0.02 cents per kilowatt hour for the procured additional renewable energy.  So that not 2 cents, that’s 0.02 cents, and that’s partly because in North Carolina there’s a great deal of utility scale renewable resources and the need for Renewable Energy Certificates, the cost of Renewable Energy Certificates has been driven nearly to zero.  

So in addition they pay a $500.00 administrative fee.  And this is part of what Autumn was talking about in terms of reducing transaction costs.  But also they would pay for the full cost of the renewable energy procured and produced, less the avoided costs that we were discussing earlier.

So what the program basically does is it lets them get fuel credits based on the avoided costs.  So if there is a small amount of added cost they would pay that and then they would also get the benefit at the avoided cost rate plus the added administrative charge for the RECs.  And so in many cases we still haven’t seen some of the data, so some of what I’m saying here is something that we definitely need to observe once some of this information is reported.  But according to what was filed in the North Carolina Utilities Commission, this is what our understanding of the program was.
Can you go to the next slide please?

So let’s just talk a little bit about a neighboring utility, Dominion Virginia Power.  They offered a very similar program, but what they decided to do with the source of the energy from the PGM regional transmission operator area, so what they’re doing is they’re purchasing from PGM, from wholesale renewable energy producers in the PGM territory, you know, just from utility-scale producers they’re producing the RECs and they’re producing the power as well.  And so – and this is a very similar arrangement with Duke Energy.

Something that was interesting about Dominion’s case is that they were able to offset certain portions of the customer’s bill, you know, instead of looking at it from an avoided cost rate perspective what they did was they took certain unbundled portions of the customer’s rate and reduced the customer’s rate as the bill credit, but they still did indeed pass on the premium prices of the renewable energy system.  But the way that this works, it is possible that if there is a resource that is competitive at avoided cost that the customer not be paying more for that energy than what they would normally be paying.  

Can you go to the next slide please?

Oh, in fact, I’m sorry, this is where I will stop and Autumn will continue once again.  Thank you.

Autumn Proudlove:
Thanks, Jim.  So after completing our research on this, we came up with three key considerations for designing renewable energy tariffs so that the greatest amount of benefits that I discussed earlier can be achieved.  The first consideration here is location and siteing of generation.  Many large customers prefer that the generation to be more local; it provides a closer alternative to self-generation, increases awareness of it, it can provide some local economic development benefits.  In Google, for example, they noted in their paper about renewable energy tariffs, that they want to, when possible, undertake efforts near their data centers.  So this really speaks to the desire for these large companies to have local generation.

The siteing of the generation is also really important because by doing this through the utility, the utility is able to site the facility in a location that maximizes its benefits to the grid, resulting in avoided expenditures.  So these avoided expenditures then ultimately benefit all the utility’s rate-payers.

And the next key consideration that we offer is to carefully design the pricing approach so as to eliminate general rate impacts, but also to benefit from solar PV and other renewables cost decline.  So ensuring that the rate of non-participants don’t increase due to a renewable energy tariff program, it lends greatly to its susceptibility.  But also as the cost of solar and other renewables decreases, the premium for participation can also be reduced, as Jim was talking about.  Incorporating a credit for avoided capacity and avoided energy costs into participants’ bills allows this premium to be reduced by the value that this renewable energy generation is providing to the grid.  So this combination of pricing features makes a renewable energy tariff much more appealing to the large customers and it also is not harming other non-participants.

And the final consideration that we’ll leave you with is to design a program that allows for flexibility, for customer input, and for education.  So allowing customers to have an input onto their generation source, their contract price, other decisions that have to be made about the renewable energy selection.  It can encourage greater customer participation and satisfaction and it makes it more of a customized option, so much more close to self-generation or to a third-party PPA and less of a standard one-size-fits-all utility program.  And with solar in mind particularly, educating customers about the different types of renewable energy, it allows them to make an educated decision about which type to go to.  Because they’re allowed to choose in many of these tariffs we want them to make an educated decision, and many participants might choose solar because of some of its unique benefits, but as long as they’re educated then it’s good to have the customer have that option to choose what they would like to pursue.
You can go to the next slide please.

And now we’ll turn it over to any questions that have come in.

Moderator:
Great.  Thanks, Autumn and Jim, for that great overview.  I do have a number of questions that have come in, but please feel free to continue submitting questions throughout the next 20 minutes or so.  

First I just wondered if you guys could maybe make a clarification for us.  We know there are what we traditionally call “green power” programs around the country, that allow residential customers as well as, you know, commercial customers to buy green power.  Can you help us understand some of the differences between those types of programs and what you’re calling a renewable energy tariff?

Autumn Proudlove:
Sure.  So these renewable energy tariffs that we’re referring to specifically are geared at large customers and the green power programs are more open to smaller customers, residential ones, commercial customers, but these are more large industrial, from very large commercial customers.  And it’s a much more customized program, so you have fewer customers participating and the generation is procured or built just for that customer, because they have such significant load.  So that’s really the primary difference here.

Moderator:
Great.  Thanks.  Another question that came in is around RECs.  The question is wondering if you’ve looked at any programs that were RECs from distributed generation, and if there might be a problem with double counting there, for example, if the generator thinks that they are retaining the RECs but the purchaser involved in the renewable energy tariff also thinks that they’re getting the RECs.  Have there been any issues there with I guess confusion about where that REC may go and potential for double-counting?

Autumn Proudlove:
Well, in this paper – in this research we didn’t look at distributed generation and those type of programs; we just looked at the larger renewable energy tariffs utility-scale programs.  I know from some previous research that that’s usually outlined in the tariffs, so that metering tariff or by ______ tariff who retains REC ownership, so it should be clearly outlined, but I’m not sure if there’s an issue there with some utilities.  Jim, do you have any thoughts?

Jim Kennerly:
Yeah, I’ll just say hearkening back to something I said a little bit earlier, in different states, in different places there’s different treatments of how the RECs are used.  So if they’re being retired by the utility to, you know, to count towards their mandatory renewable portfolio standard, I think we’re talking about a very different class of RECs than when the larger customer itself retains the RECs and retires them as something of a statement about their own corporate sustainability.  So I think if they’re reselling them, obviously I mean RECs are a fungible commodity.  I’m sure I don’t have to say that to this audience.  And I think in that situation if there was double counting it would need to be tracked, but it would be tracked via the voluntary markets.  

Moderator:
I have another question sort of about how this model might be applied in different states.  So on the map you showed a number of states that are using or plan to use a renewable energy tariff, and those are all what we consider regulated states with traditional IOU sort of model.  Do you see a way that this concept can be applied in restructured states that have competitive electricity providers?  And if there is an analogous model what would that look like?

Autumn Proudlove:
I don’t see why it couldn’t be implemented in a restructured market.  I see on our maps Texas has a retail competition actually, so we have some examples of utilities there that have implemented such a tariff.  It may involve purchasing power through the wholesale market, our renewable power through there, and then passing it onto the customer.  I honestly can’t give too many details into this right now, but it would be interesting to see if some more of a restructured markets utilities in those locations bring on these programs.

Jim Kennerly:
Yeah, well, being originally from Texas, I can kind of take a stab at it, which is to say so there’s obviously transition and distribution utilities who tend to, you know, be the regulated utilities, just like in the Northeast and Ohio and areas like that.  And those obviously are different from the retail electric providers.  So usually the way a retail electric provider would work, of course, would be as sort of a broker for the power generation that’s in the wholesale market and bring that to the customer.  That being said, they would have to probably – it would probably have to be something of a joint arrangement with the retail electric provider, the procurer of that power from the wholesale market, as well as the transition and distribution utility, to in essence to structure some kind of contract in that similar way.

I think the reason these are tending to be offered in regulated territories is so that, you know, given that utilities are really involved at all levels of the value chain, they’re trying to find ways that do not result in them having stranded costs, and that’s why they’re developing programs like this and are trying to find ways to sort of stay relevant for a lot of these larger companies that are procuring more renewables.

Moderator:
And just another thought on that, could it be possible that in restructured states we see more availability of third-party PPAs than in traditionally regulated states?  Is that true?  And if so, would that be another option or a potentially easier option for a company who wants to source renewables?

Autumn Proudlove:
I am actually bringing up our DSIRE map right now on third-party PPAs.  And it’s looking like in the restructured Northeast, a lot of those states do allow third-party PPAs.  So that’s definitely how I would foresee something like this going on up there; it would definitely be through third-party sales and the utilities are unbundled.  Jim.

Jim Kennerly:
Yeah.  And I’d also say that there is, you know, third-party PPAs, they’re also related to on-site generation in general, so they’re not really related to off-site purchases.  So the two are kind of not exactly related, but I think that there’s certainly a desire, I think, in these regulated utilities to sort of keep as much value inside of the tent as possible.

Moderator:
Great.  Thanks.  I have some other questions focused on additionality.  So the first question is more of a comment really, but, Autumn, I think in your introductory material you were talking about additionality and how if a REC is bundled with electricity will ensure additionality.  I guess there was a comment sort of challenging that notion, saying that additionality is really more than just bundling the REC with the electricity.  So maybe could you clarify that or have a question about that?

Autumn Proudlove:
Sure.  Yeah, it’s true that if it is bundled it could still be coming from an existing source direct _______ with the power.  But what we typically see is that is new generation, and a lot of these renewable energy tariffs, they specify in them that it’s new load of a customer that is going to be covered by this, so the utilities tend to go out and get a third-party developer to build a new solar array or build a new wind farm, or the utility will go out and construct it themselves.  But that is a very good point, it could not be additional.

Moderator:
Okay, thanks.  The second question surrounding additionality is related to carbon offsets.  So the comment is that both presenters talked about the benefit of additionality, additionality as a prerequisite for carbon offsets.  Are you saying that customers would be wanting to obtain carbon offsets for these projects?

Jim Kennerly:
I don’t think the purpose of the program from the utilities’ perspective was to create a carbon offsets program.  I think what they were trying to do was procure renewable energy.  That being said, there’s no reason why they couldn’t be verified as carbon offsets if they were.  But they weren’t intended to be designed by, at least as far as – I mean you don’t recall any tariffs that are intended to be carbon offsets to oil?

Autumn Proudlove:
No, I haven’t seen anything like that.

Jim Kennerly:
Yeah, these are pretty typically energy transactions and REC transactions.

Moderator:
Okay.  Great.  Thanks.  I have another question here focused sort of on how the premium is structured, sort of a comment and a question.  I’ll just go ahead and read it.  “As demonstrated by the number of companies that are achieving cost savings all over the country through direct procurement, many companies are not willing to pay a premium for renewable energy, but utilities by and large are structuring these tariffs as premiums.  These won’t be attractive to commercial and industrial customers if there is a premium.  So the question is what needs to happen to structure these programs without a premium?”

Jim Kennerly:
So this is a great question and I think it’s really the center of the analysis and it’s, you know, sort of the white elephant in the room.  But I think that the – you know, we wanted to look at these, and let me just say this first, you know, this is not necessarily – this is like looking at an option of looking at one option that customers could look at.  In many cases renewable energy, like, you know, on-site generation, is not really an option for some of the largest customers, ‘cause they have the cheapest rates, and so the rate offset is pretty limited.  So I can certainly see this being an option for them and I think it’s probably why it’s appealing for them as well.  But certainly, you know, it could be designed, and I think it would be the Duke and Dominion tariffs, that if there were resources that were at that rate, you know, it could potentially fold in costs or no cost premium whatsoever.

Now if you’re talking about something where there would be savings, that’s more like a community solar program, you know, that has virtual net metering, for example.  And in a way with the bill credits we’re talking about it’s kind of like virtual net metering, but it’s just simply not at the retail rate.  So that’s just something to keep in mind.  You know, again, something to think about too is that if the customer is getting a rate that is competitive with the avoided cost rate or is less than the avoided cost rate, getting billed at the avoided cost rate may actually be a savings relative to their retail rate.  So it’s entirely dependent on the customer’s circumstance.  

Now certainly this is probably something that a lot of utilities are hoping would be, you know, I wouldn’t say an alternative to net metering, but I would say certainly an option relative to net metering that customers can consider and I think that’s certainly – it’s certainly part of their hope.  And I think what we were doing in this analysis, which is seeing how it was done and potentially how it could be done to reduce the soft costs associated with solar PV.  

Autumn Proudlove:
Yeah, and just to add another – tack on a little point to that, a lot of the value – it would be really great to get that premium down and it would definitely encourage participation in these programs.  But right now a lot of the value of them too is to customers that don’t have sites available for self-generation or in that probably more than half of the country where third-party PPAs aren’t allowed.  So it’s for some customers their only option to get renewable power.  So this expands to the access to it in that way.  

Moderator:
Great.  Sort of a forward-looking question for you guys, you know, given the research that you’ve done into these programs, can you talk a little bit about how successful you think they might be in terms of, you know, how many companies will subscribe to them?  And talk also about do you sense that there is interest from utilities in other states in starting up a renewable energy tariff if they haven’t done so already?
Autumn Proudlove:
It’s really these large companies that are driving the force behind these tariffs being offered.  We mentioned Google here in North Carolina was a big reason for the green source rider that Duke is now offering.  But a lot of these programs we’re seeing are also pilot programs, so there’s still a lot to be learned about it.  A lot of the data hasn’t come in yet on how they’re being received, what’s happening under them.  so that would be really interesting to see once these programs pass maybe the one-year mark.  But it is these customers that are driving the force behind them, so if there is that interest then I see them being successful in the future.
Jim Kennerly:
Sure.  And they’ve been designed as pilots in most cases, so I think utilities in the same way are also kind of doing this as an experiment.  Because it isn’t just like any other green power purchasing program, it’s definitely a much more sophisticated endeavor.

Autumn Proudlove:
Yep.  

Moderator:
Yeah, along those lines could you talk a little bit I guess about the risk involved in these programs?  For example, you know, if a utility offers the tariff and they have a solar facility built, but that entire facility isn’t subscribed to, who shares the risk for that generation that’s not subscribed?

Jim Kennerly:
Hmm.  A good question.  

Autumn Proudlove:
Mm-hmm.

Jim Kennerly:
Oh, go ahead.  Sorry.

Autumn Proudlove:
Yeah, that’s a great question.  My first thoughts on this are that there are minimum load requirements to be subscribed to under some of these programs, so the customer must be sufficiently large, have enough load.  And that helps reduce some of the utilities’ risk on that front.  And there are also I believe some I want to say liability requirements attached to these, where the customer is sort of liable for a lot of these costs if they decide to abandon the tariff after a certain amount of time.  So that is also another risk reduction/risk mitigation measure on the utilities’ part.

Jim Kennerly:
Yeah, and just to simply say that there’s a – you know, the nature of the program and the customized nature of the program means that undersubscription really isn’t possible because the resource isn’t going to get built or deployed sans the contract for a certain amount of power.  So that’s just really not going to likely happen unless they’re talking about trying to get contracts or existing resources – you know, existing farms or existing plants.  Because there won’t be – but even then you can still set it up such that – and I think the utilities we looked at have set it up such that there needs to be a set contract before this occurs and for a set amount and for a set price.  

Moderator:
Okay.  Yeah, that makes sense.  or a different way of procuring based on need.  

Another question for you guys, you mentioned the Google example as being sort of a catalyst for establishing your renewable energy tariff.  Do you have other examples of large companies like that, indicating that they’d like to site in a specific utility service territory if there were a renewable energy tariff available?

Jim Kennerly:

You mean other than Google?

Moderator:

Yeah, other than Google.

Autumn Proudlove:
We’ve seen some articles and some material saying that Apple and Facebook are interested.  I don’t have specific utility territories ______ those.  A lot of these tariffs are under consideration and discussions are ongoing, but they’re not public.  So we’re not aware of much of the specific details around that.  

Moderator:
Okay.  I am at the end of our questions, but I do just want to thank you guys and give you a few minutes for any parting thoughts that you might have based on the questions that came in or anything else maybe that you wanted to share with us before we go.  So we have just a couple minutes here, but I’ll turn it back over to you guys for any parting thoughts.  Another, I guess, thing to highlight might be where we could view the report that came out.  

Autumn Proudlove:
Yeah.  Our report is on the North Carolina Clean Energy Technology Center’s website and also on SolarOutreach.org, which is the SolarOPs website.  And we are going to have a poster at Solar Power International next month on renewable energy tariffs, so we encourage you to stop by and check it out and to read our report that’s posted online.  And I want to thank you all for all your questions and for listening in.  We appreciate it.  

Jim Kennerly:
I think that’s it.  Thanks, all, for your time.  

Moderator:
Great.  Well, Autumn and Jim, thank you guys for presenting, and folks on the line, I encourage you to check out their report.  And if you’re at SPI check out their poster.  So thanks, everybody, for attending and enjoy the rest of your day.  

[End of Audio]
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