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NEET Workgroup 6, Direct Application Renewables subgroup Phase 2 Assignment
Participants and Process

The final participants in the DAR Subgroup were Todd Currier, Tim Scanlon, Katherine Rossokha, Grant Ringel, Eugene Rosolie, Bill Drummond, Tom O'Connor, Tim Stearn and Dave Robertson.  Participants were primarily utility and agency representatives. 

We met 5 times via phone conferences to discuss the Phase 1 question from the Executive Committee, ie, to share information about the treatment of DAR within various types of energy efficiency programs, with a focus on the policies underlying these. It was determined that there are no significant policy barriers which prevent the coordinated delivery of DAR with conservation, although in actual practice the application of cost-effectiveness tests at the measure level dampens this opportunity. This dialogue quickly progressed into a more foundational question, which is whether the NW wants to encourage customer-sited renewables. All participants on the subgroup were in favor of increasing the deployment of small-scale customer-sited renewables as a way to reduce grid energy consumption in the region. We discussed the effect of greater of renewables on energy efficiency and concluded that energy efficiency stood to benefit from coordinated delivery of conservation and renewables to customers. The problem statement and recommendations developed represent this viewpoint. Throughout August and September, DAR participants provided information, performed research and collaborated on writing sections of the workgroup documents including the recommendations. 

Findings of Phase 1 research and recommendations were presented at full Workgroup 6 meetings and at the October 3rd Executive Committee meeting and comments were taken, considered and addressed. In addition, the priority recommendations were reviewed, discussed and decided to be moved forward by the full Workgroup 6 prior to submission to the Executive Committee. 
Harmonization of Policies and Program Structure with Market Trends, Technical Best Practices, Emerging Technologies 

Problem Statement 
The rise of the green building and integrated design movements along with the availability of emerging technology and growing public awareness of the societal and individual impacts and costs of energy are creating widespread public interest in deploying clean distributed generation. This interest is sparking an unprecedented investment of private capital in comprehensive energy projects in buildings which cross the lines of conservation, efficiency and renewable generation. From the perspective of the end user, these measures all have initial capital cost and all reduce their electricity or gas bills. From the perspective of many in the design community and some policy makers promoting or mandating zero energy building goals, these energy efficient buildings of the future will include distributed renewable generation whenever possible.  
Simultaneously, the commercialization status and relatively low current deployment of direct application renewables (DAR) creates questions and challenges around best practices in system integration and performance in buildings. and on-going concerns about cost-effectiveness. We lack current and accurate information about what is most cost-effective to the consumer, the utility and the system. In addition, conservation funding standards such as the Total Resource Cost test applied at the measure level hurt DAR in the same way that they disadvantage some other conservation measures which are more costly but feasible from the customer’s perspective.  
Harmonized policies, incentives and regulation should encourage everyone to innovate and get to a common goal - energy services that minimize costs to individuals, the environment, utility, system. By continuing to create policies and programs which are difficult to navigate or which actually dis-incentivize customer investment in comprehensive approaches to achieving energy savings, the energy policy community fails to serve customer demand or to capitalize on these occurring market forces to meet public policy goals. 
Recommendations: See “NEET Workgroup 6 Recommendations, 12/1/08”
NEET Workgroup 6, Direct Application Renewables subgroup Phase 1 Assignment

Question from Executive Committee: "To what extent are direct application renewables in the residential, commercial, industrial and agricultural sectors considered energy efficiency and funded through energy efficiency programs?" 
Definitions: 

Direct Application Renewables is defined differently in various places. Although the term is not common, when used it is most often associated with distributed generation, specifically in grid interconnected or islanded customer-sited renewable energy systems which are sized primarily to serve load at the site. (multiple sources, including Assessment of the Potential for the Direct Application of Renewable Resources. Staff Issue Paper, NWPC, 1989 and the US DOE). 

In SB 1149, Oregon appears to be using the term DAR to mean thermal applications only. There is a sense that thermal systems fall through the cracks of most renewable energy incentive structures and so should be covered in conservation programs. Renewable thermal energy is typically not eligible for incentives through RPS or Net Metering. 

Renewable Energy is defined with some variation in most state RPS’ due to the unique availability of resources and political and economic interests in states. The renewable quality is always derived from the characteristics of the “fuel” or resource, not from the type or efficiency of conversion or application/ use of energy. It is this quality which is separated from the electricity produced in an “unbundled” REC. Regardless of state definitions via RPS, there is a hierarchy of desirability of various renewable fuels which is reflected in tiered incentives and in the value and demand for RECs in the voluntary markets. RECs are not available for renewable thermal energy that is not used to produce electricity, such as solar hot water or the useful heat recovered in a biomass chp system. 

Issues for Consideration
Harmonization of Policies and Program Structure with Market Trends, Technical Best Practices 

The rise of the green building and integrated design movements along with the availability of emerging technology and growing public awareness of the societal and individual impacts and costs of energy are creating widespread interest and action in deploying clean distributed generation. This interest is sparking an unprecedented investment of private capital in comprehensive energy projects in buildings which cross the lines of conservation, efficiency, demand response and renewable generation. By continuing to create policies and programs which dis-incentivize comprehensive approaches to decreasing the negative impacts of power generation, the energy policy community fails to serve customer demand or to capitalize on these occurring market forces to meet public policy goals. 

Renewable CHP bridges the RE and EE definitions
Biomass and biogas cogeneration systems in institutional, municipal, agricultural and industrial applications are common and still increasing sources of renewable energy. The systems provide both renewable electricity and offset a tremendous amount of steam or hot water, and therefore clearly provide conservation benefits. Most renewable energy incentives do not account for the benefits of this conservation, although it appears that Oregon is trying to bridge this gap through organizational cooperation between EE and RE program administrators at the Energy Trust. 

Impacts of RE Incentives: RPS, Net Metering and Tax Credits

RPS – Given RECs as the compliance mechanism, RPS typically does not include well-designed ways for customer-sited renewables to participate. Customer sited systems are small and so is the value of unbundled RECs, so the cost of participation may not be compelling to owners. Aggregators may step in to fill this gap, but smaller systems (< 1 MW) will probably not be compelling for aggregators either. This dynamic removes a key incentive for utilities to support customer-sited renewables, as they will probably not be able to use these projects to comply with aggressive RPS mandates. 

Net Metering - Although funded and administered through a rate mechanism, net metering fills the incentive gap for smaller customer sited renewable electricity systems and also provides a levelization from the site perspective of intermittent resources such as solar and wind. Net metering provisions also create much more complexity in considering what is behind the meter and what is entering the grid. This dynamic creates a lot of complexity when considering RE as conservation or EE at a site, but is not dissimilar to considering demand response. Typically, net metering provides a very compelling boost to project economics. 

Tax Credits – Federal and state, flat amount or % of costs, may be applicable on a project by project basis. Most production tax credits such as the federal solar and wind PTCs do not apply to customer sited systems who are serving their own loads but only apply to merchant generators. Many tax credits provide both customer-sited RE and EE incentives. 
Regional Status of DAR as EE

	
	Reference
	Type of energy efficiency program 
	DAR as Conservation?
	Subject to Conservation Cost-effectiveness test? 

	BPA
	CRC Imp-lementation Manual, Section 9, April 2008
	Incentive program 
	DAR was just moved from conservation to separate renewables option in 2008.  
	No 

	WA
	RCW 54.16.280, RCW 35.92.360
	Low interest loan program administered by public utilities
	Specifically calls our customer-sited renewables as a type of conservation. 
	Yes 

	OR
	SB 1149, Section 3
	Systems benefit charge, administered by ETO in separate conservation and renewables incentives programs.
	Establishes systems benefits charges, allocates 63% to conservation, 19% to renewable resources. Renewables generating electricity considered renewable resources. Renewables in thermal applications considered conservation. Biomass chp considered both and allocated to separate programs according to power/ heat ratio of system.
	Yes for thermal renewables.

No for electric generators. 

	OR
	BETC
	State tax credit
	Both RE and EE funded together
	Yes

	OR
	SELP
	Low interest loan program
	Both RE and EE funded together
	Yes

	ID
	Idaho Office of Energy Resources
	
	No. Regulatory treatment of EE and renewables are different, as EE has been made revenue neutral for utilities while RE is considered a generating resource. 
	No

	MT
	MT DEQ
	
	No. Universal Systems Benefit Charge funds both separately. 
	No

	BC
	2007 BC Energy Plan
	Conservation Goal – 50% of new capacity 
	Yes, clean distributed generation is included under “conservation”
	N/A


Region
Northwest Power Act
The 1980 Pacific Northwest Electric Power Planning and Conservation Act’s section 839 (d) Conservation Measures: Resources
 says that “The Administrator shall aquire such resources through conservation, implement all such conservation measures and aquire such renewable resources which are installed by a residential or small commercial consumer to reduce load”. (839d (a) (1)) . There are a number of other supporting references to customer sited renewables as conservation resources throughout section 839d. 

BPA Conservation Rate Credit
The Conservation Rate Credit’s treatment of DAR recently changed when solar thermal and solar PV were clearly included within the list of eligible projects in the renewables option (CRC-CAA Implementation Manual, Section 9, April 2008). These had formerly been included within the conservation program. This change is expected to be unfavorable for these DAR systems, as they are now in competition with more cost-effective, larger scale renewable power projects for a much more limited amount of total available funding. The exclusion of these measures in the conservation section also creates a challenge in program delivery, as home owners and businesses are asked to rework integrated energy efficiency project packages to back out the energy savings associated with DAR elements. 
Washington

RCW 54.16.280 and RCW 35.92.360 
Energy conservation plan — Financing authorized for energy conservation projects in structures or equipment — Limitations.
     Findings -- Intent -- 2002 c 276: "The legislature finds that energy conservation can take many useful and cost-effective forms, and that the types of conservation projects available to utilities and customers evolve with time as technologies are developed and market conditions change. In some cases, electricity conservation projects are most cost-effective when they reduce the total amount of electricity consumed by an individual customer, and in other cases they can be cost-effective by reducing the amount of electricity a customer needs to purchase from an electric utility.

     The legislature intends to encourage and support a broad array of cost-effective energy conservation by electric utilities and customers alike by clarifying that public utilities may assist in the financing of projects that allow customers to generate their own electricity from renewable resources that do not depend on commercial sources of fuel thereby reducing the amount of electricity a public utility needs to generate or acquire on their customers' behalf." [2002 c 276 § 1.]

Substitute Senate Bill 5101

 

In 2005, the Washington State legislature passed Substitute Senate Bill 5101, which outlines an incentive program for solar, wind and anaerobic digesters.  The bill provides a tax break (dollar for dollar) for incentive payments made by electric utilities that are in accordance with the provisions of the bill.  The qualifying incentive payments, which are capped at $2,000 per year per utility customer installation are based on the measured output of the energy system.  It is a true production incentive - the amount of incentive in any given year is the actual measured system output for that year in KWH multiplied by fifteen cents.  That fifteen cent rate adjusts higher and lower depending on whether the system that produces the energy is made with qualifying Washington State-produced components.  Payment will not be made for power generated after June 30, 2014, but systems put in today qualify for the payment each year until 2014.  Therefore, a system that began producing energy on July 1, of this year will be able to receive the payments for six full years (which could be as much as $12,000, depending on the output of the system), but those who wait will receive their payments for a shorter period of time.
 

Utilities are not required to offer incentives under the program.  However, each dollar they spend on the incentives is credited against their utility tax to the state, so the cost of the incentives themselves is passed on to the taxpayers of the state.  The utility still has to cover its own administrative and marketing costs, which can range from relatively modest to significant, depending on the approach the utility takes to implementing the effort.  Many utilities are offering the program, and over 650 systems have been reviewed under the effort to date.  A large majority of those systems are solar PV systems.
 

A quick review of the numbers suggests that the incentive, because it is capped at $2,000 per year, will probably not induce people to develop anaerobic digesters, large solar or large wind systems - it just isn't enough to induce larger projects.  For that reason, there have been efforts to either move the cap up from $2,000 per year or develop an alternative incentive for larger renewable energy systems.  So far, none of these efforts has been successful.
Oregon

SB 1149 
Section 3, regarding establishment of Public Purpose Funds, allocates 63% of funds to be used for conservation and market transformation and 19% of funds to be used for new rewnewable energy resources. The law defines renewable resources as any renewable energy system which generates electricity. Although not explicitly called out in the law, renewable energy which does not involve the generation of electricity, specifically thermal applications, are considered conservation and funded as such by the Energy Trust. For renewable applications which provide both electricity and useful thermal energy, as in biomass or anaerobic digester gas cogeneration, an analysis of proportions of electrical and thermal generation from the system is performed and incentive funding/ program support is divided according to these proportions. 
Idaho

There is currently no specific policy or statutory language in Idaho regarding direct application renewable or customer –sited renewables as energy efficiency or conservation. They are treated different regulatorily in Idaho – conservation has been made revenue neutral for utilities, while renewable are considered generation resources. The focus is on utility scale renewables. 

One interesting sidebar comment was that the paradigm shift they’re experiencing in Idaho is in looking at EE as a generating resource for purposes of IRPs etc, rather than considering RE as conservation. The consideration of EE as a resource brings up major concerns for them in M&V of EE resources for purposes of power planning.  

Montana

Renewables are considered supply and not conservation in MT. The Universal Systems Benefits Charge funds separate programs for renewables and conservation. The cost-effectiveness criteria for EE presents a barrier to the consideration of customer sited renewables as EE. 
British Columbia
Renewables are considered supply by BC Hydro. BC Hydro is currently developing a distributed generation strategy for direct application (customer-sited) renewables, but at this time does not have any incentive-based programs for direct application renewables. BC Hydro currently has net-metering provisions in the Tariff. However the uptake of it has been slow mainly due to high cost at the customer side and other barriers. Among other barriers to customer-sited renewables, particularly for municipalities, is the issue of concurrent authority, whereby municipalities in BC cannot require measures above the provincial building code (i.e. similar to a Merton Rule in the UK). Another policy barrier is related biomass projects and is due to a provincial requirement to have a certified power technician 27/7 to monitor the boiler, even if it can be monitored remotely (which is how many biomass projects operate in Europe). 

2007 BC Energy Plan 
1. Set an ambitious conservation target, to acquire 50 per cent of BC Hydro’s incremental resource needs through conservation by 2020.

Government has set a goal to reduce the growth in electricity demand so that, by 2020, 10,000 GWh of currently forecast needs will be met through demand reduction measures. This may include energy efficiency, conservation, and other demand side solutions like load displacement, fuel switching (e.g. solar hot water heating) and small distributed generation (e.g. net metering.) To put this goal in context, it represents about 20 per cent of the 52,000 GWh of electricity BC Hydro required in 2006 to meet the needs of British Columbians. This conservation target will be accomplished through BC Hydro aggressively pursuing and then exceeding its existing target to meet one-third of its forecast increase in requirements through demand reduction. In addition, new government policies and programs will support BC Hydro and other electricity and natural gas utilities in further reducing demand growth. This may involve clarifying the criteria the British Columbia Utilities Commission uses in its oversight of utility rates and other utility efforts designed to promote conservation. BC Hydro developed a plan to do so, and this plan is currently undergoing the regulatory review. DG is not a significant source of savings. http://www.energyplan.gov.bc.ca/PDF/BC_Energy_Plan_Conservation.pdf) 

Establish a standing offer for clean electricity projects up to 10 megawatts.

The Province wants to facilitate the development of distributed clean electricity generating projects in British Columbia to support its goal of self-sufficiency and help promote B.C. innovation. The Province is concerned about the size of the administrative burden for small project proponents to bid on BC Hydro calls. For this reason, this policy directs BC Hydro to develop a program, in consultation with stakeholders, to purchase, continuously or in regular offer windows, electricity from projects with a capacity of 10 MW or less. The Standing Offer will allow small projects to sell power to BC Hydro at a fixed price and with standard contract terms and conditions. A Standing Offer Program would be in addition to planned Calls for Power from larger projects. The Program design will be subject to the review and approval of the BCUC.
http://www.energyplan.gov.bc.ca/PDF/BC_Energy_Plan_Electricity.pdf

BC Hydro developed such program for 0.05-10MW: http://www.bchydro.com/info/ipp/ipp51323.html. In this case DG suppliers are mostly Independent Power Producers who have developed at least three generation plans, rather than customers) 

Appendix 1: A Quick Sample of WA Resources for DAR
Beyond Waste - state's direction for waste - cradle to cradle

http://www.ecy.wa.gov/beyondwaste/ 

King County EnviroStars

http://www.envirostars.com/ <http://www.envirostars.com/> 

Northwest Pollution Prevention Resource Center

http://pprc.org/about/ <http://pprc.org/about/> 

By Product synergy

http://www.nbis.org/
http://www.nbis.org/documents/NewsUpdate.doc 

King County Materials Exchange

http://www.govlink.org/hazwaste/business/imex/ 

http://www.evergreenrecycling.com/
David Lahaie is one of the world leaders in turning waste to wealth.

Technical Resources for Engineering Efficiency http://www.ecy.wa.gov/programs/hwtr/tree/index.html
TA for small companies

Saving Water Partnership - rebates

http://www.savingwater.org/ 

Energy Star Northwest - rebates - design http://www.northwestenergystar.com/
Better Bricks - design assistance for new buildings http://www.betterbricks.com/ 

Other resources

http://www.ecy.wa.gov/programs/hwtr/tree/resource.html 

� Northwest Power Act, 6 (e)(1). 94 Stat. 2714
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