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ARTICLE

Alberta’s renewable electricity program: purchase options for businesses
Not a  day goes by wi thou t  a  co rpo ra t i on  m aki ng  news by com m i t t i ng  to  use  renewab l e  e l ectri ci ty.  M any Fortune  500  com pan i es have  worl dwi de
renewab l e  e l ectri ci ty ta rge ts as pa rt  o f  the i r co rpo ra te  susta i nab i l i ty p l ans.  T here  a re  severa l  ways an  A l be rta  busi ness can  acqu i re  renewab l e  energy.

What you need to know

Busi nesses i n  A l be rta  can  acqu i re  renewab l e  e l ectri ci ty th rough  exi st i ng  g reen  power op t i ons f rom  re ta i l e rs,  buyi ng  e l ectri ci ty d i rect l y f rom  a
renewab l e  genera to r o r pu rchasi ng  i ts own  renewab l e  e l ectri ci ty p ro j ect .

T he  si m p l est  way fo r a  busi ness owner to  buy renewab l e  e l ectri ci ty i s to  use  o ff -the -she l f  g reen  o r renewab l e  power op t i ons tha t  re ta i l e rs cu rren t l y
o ffe r i n  A l be rta .

Busi nesses can  acqu i re  renewab l e  e l ectri ci ty i n  A l be rta  d i rect l y f rom  a  renewab l e  genera to r th rough  a  Power Purchase  Agreem ent.

A busi ness owner can  choose  to  have  the i r own  p ro j ect  to  genera te  renewab l e  e l ectri ci ty on  a  sm a l l  sca l e  usi ng  A l be rta ’s m i cro -genera t i on  ru l es o r
on  a  l a rge r u t i l i ty sca l e .

Purchase options for businesses

As the  cost  o f  wi nd  and  so l a r power genera t i on  decrease  and  the  p ri ce  on  ca rbon  em i ssi ons p l aces upward  p ressure  on  e l ectri ci ty p ri ces,  com pan i es a re
com m i t t i ng  to  use  renewab l e  e l ectri ci ty fo r econom i c reasons,  as we l l  as fo r co rpo ra te  susta i nab i l i ty p l ans.  Fo r exam p l e ,  i n  Ju l y 2020  M i croso f t
announced  i ts si ng l e -l a rgest  renewab l e  energy i nvestm en t wi th  US energy f i rm  So l  System s to  he l p  the  o rgan i za t i on  m ee t i ts goa l  o f  sh i f t i ng  to  100  pe r
cen t  renewab l e  energy by 2025  and  becom i ng  ca rbon  nega t i ve  by 2030 .

Accord i ng  to  B l oom bergNEF, fu rthe r evi dence  o f  th i s phenom enon  i s tha t  co rpo ra te  pu rchases o f  renewab l e  e l ectri ci ty j um ped  44  pe r cen t  i n  2019  to
19 .5  GW, up  f rom  13 .6  GW i n  2018  and  6 .2  GW i n  2017 .

T here  a re  th ree  m a i n  ways fo r a  busi ness i n  A l be rta  to  acqu i re  renewab l e  e l ectri ci ty:

Use  exi st i ng  g reen  power op t i ons f rom  re ta i l e rs;

Buy e l ectri ci ty d i rect l y f rom  a  renewab l e  genera to r (the  co rpo ra te  PPA);  and

Own a  renewab l e  e l ectri ci ty p ro j ect .

Use existing green power options from retailers

T he  si m p l est  way i s to  use  the  o ff -the -she l f  g reen  o r renewab l e  power op t i ons tha t  A l be rta  re ta i l e rs cu rren t l y o ffe r.  A l be rta  a l ready has com pet i t i on  i n
the  re ta i l  segm ent o f  the  p rovi nce ’s e l ectri ci ty m arke t  and  the re  a re  a  num ber o f  re ta i l e rs who  o ffe r a  g reen  power op t i on .

Green  e l ectrons wi l l  no t  com e to  the  o ff i ce  o r p l an t  o f  the  busi ness,  as the  busi ness wi l l  con t i nue  to  d raw i ts power f rom  the  g ri d  l i ke  eve ry o the r
consum er i n  A l be rta .  However,  these  re ta i l e rs genera l l y en te r i n to  con tracts to  pu rchase  the  renewab l e  bene f i ts o f  a  renewab l e  p ro j ect ’s e l ectri ci ty –
Renewab l e  Energy Cert i f i ca tes (RECs) –  tha t  a re  ce rt i f i ed  by an  i ndependen t  body.  Re ta i l e rs then  se l l  the  RECs to  custom ers who  wan t the  g reen  power
op t i on .  T he  RECs’ acqu i si t i on  cost  i s bund l ed  wi th  the  e l ectri ci ty cost  to  de te rm i ne  the  fu l l  cost  to  the  busi ness.  T he  re ta i l e r then  re t i res the  RECs so
tha t  no  o the r consum er can  use  the  sam e one .  T he  ne t  e ffect  i s tha t  the  busi ness i nd i rect l y supports renewab l e  e l ectri ci ty p ro j ects by acqu i ri ng  the
RECs tha t  i ts re ta i l e r has pa i d  to  ge t  f rom  a  renewab l e  e l ectri ci ty p ro j ect .

T h i s REC approach  i s si m i l a r to  how re ta i l e rs and  u t i l i t i es i n  o the r j u ri sd i ct i ons o ffe r g reen  power op t i ons to  the i r e l ectri ci ty consum ers.  I t  has been
go i ng  on  i n  d i ffe ren t  j u ri sd i ct i ons fo r abou t  20  years and ,  as fa r as we  know, the  A l be rta  g reen  p roduct  o ffe ri ng  i s no t  un i que .

However,  re ta i l e rs i n  o the r j u ri sd i ct i ons have  a t tem pted  to  b rea the  new l i fe  i n to  the  t rad i t i ona l  REC m ethod  o f  p rovi d i ng  g reen  power.  T he  re ta i l e r
sta rted  to  i den t i fy p roposed  l oca l  renewab l e  e l ectri ci ty p ro j ects tha t  needed  f i nanci ng  he l p .  I t  then  en te red  i n to  l ong -te rm  agreem ents wi th  the  best
p ro j ects and  so l d  i ts g reen  power op t i on  to  custom ers on  the  basi s tha t  they were  he l p i ng  these  i den t i f i ed  p ro j ects becom e a  rea l i ty.  In  o the r words,  the
re ta i l e r pe rsona l i zed  the  RECs and  crea ted  a  tang i b l e  connect i on  be tween  the  g reen  power consum er and  the  l oca l  p ro j ects.  T he  re ta i l e r used  RECs as
a  way fo r i ts custom ers to  he l p  l oca l  p ro j ects becom e f i nanced  and  bu i l t  –  a  g reen  sa l es sto ry tha t  m i gh t  resona te  wi th  som e busi ness consum ers i n
A l be rta .

Buy electricity directly from a renewable generator (the corporate PPA)

Busi nesses can  acqu i re  renewab l e  e l ectri ci ty i n  A l be rta  d i rect l y f rom  a  renewab l e  genera to r.  However,  a l l  e l ectri ci ty tha t  i s no t  consum ed on  si te  i n
A l be rta  m ust  be  exchanged  i n  the  A l be rta  Power Poo l .  T h i s pu rchase  and  sa l e  o f  e l ectri ci ty canno t  be  a  b i l a te ra l  po i n t-to -po i n t  sa l e  bu t  i nstead  needs
to  be  st ructu red  as e i the r a  f i nanci a l  PPA o r a  physi ca l  PPA, as i t  i s ca l l ed  i n  A l be rta ,  com p l e ted  by way o f  Ne t  Se t t l em en t Instruct i ons (NSI).  Bo th  a re
syn the t i c t ransact i ons i n  the  sense  tha t  ne i the r resu l t  i n  the  actua l  de l i ve ry o f  e l ectrons by the  renewab l e  genera to r to  the  busi ness,  wh i l e  de l i ve ry o f
the  renewab l e  e l ectri ci ty i s no t i ona l  on l y.

ttps://about.bnef.com/blog/corporate-clean-energy-buying-leapt-44-in-2019-sets-new-record


A f i nanci a l  PPA (o f ten  ca l l ed  a  con tract  fo r d i ffe rences) i nvo l ves a  f l ow o f  cash  be tween  the  renewab l e  genera to r and  the  busi ness.  T he  fo l l owi ng  a re
som e f i nanci a l  te rm s tha t  the  pa rt i es m i gh t  nego t i a te ,  though  the  te rm s o f  each  f i nanci a l  PPA wou l d  be  ta i l o red  to  m ee t each  si de ’s busi ness
ob j ect i ves:  

T he  busi ness and  renewab l e  genera to r ag ree  on  a  te rm  and  a  quan t i ty o f  e l ectri ci ty.  T h i s cou l d  be  a  f i xed  am oun t,  be  a l l  o f  the  p ro j ect ’s
genera t i on  o r be  based  on  the  busi ness’s e l ectri ci ty consum pt i on ,  pe rhaps wi th  a  m i n i m um  vo l um e. T he  busi ness cou l d  acqu i re  the  RECs re l a ted  to
the  renewab l e  e l ectri ci ty.  T he  pa rt i es then  ag ree  on  a  p ri ce  pe r M Wh, wi th  pe rhaps an  esca l a to r/ i ndexa t i on  ove r the  te rm , ca l l ed  the  st ri ke  p ri ce .
T he  busi ness ag rees tha t  i f  the  st ri ke  p ri ce  fo r the  con tracted  vo l um e o f  e l ectri ci ty fo r one  hour i s g rea te r than  the  poo l  p ri ce ,  then  i t  wi l l  pay the
renewab l e  genera to r the  d i ffe rence .  S i m i l a rl y,  the  renewab l e  genera to r ag rees tha t  i f  the  st ri ke  p ri ce  fo r one  hour i s l ess than  the  poo l  p ri ce ,  i t  wi l l
pay the  busi ness the  d i ffe rence .  A t  the  end  o f  each  m on th ,  the  aggrega te  ne t  hourl y d i ffe rence  i s ca l cu l a ted  and  pa i d  by one  pa rty to  the  o the r.

T here  i s no  physi ca l  exchange  o f  power be tween  the  busi ness and  renewab l e  genera to r.  T he  genera to r wou l d  se t t l e  wi th  the  A l be rta  E l ectri c System
Opera to r (AESO) and  be  pa i d  d i rect l y by the  AESO fo r the  renewab l e  e l ectri ci ty i t  de l i ve red  to  the  g ri d  based  on  the  hourl y poo l  p ri ces.  S i m i l a rl y,
the  busi ness wou l d  se t t l e  and  pay the  AESO fo r the  e l ectri ci ty i t  consum ed f rom  the  g ri d  based  on  the  hourl y poo l  p ri ces,  though  a  busi ness cou l d
en te r such  a  f i nanci a l  PPA wi thou t  havi ng  any opera t i ons i n  A l be rta .  T he  pa rt i es then  se t t l e  am ongst  them se l ves by one  pa rty payi ng  the  o the r an
am oun t rep resen t i ng  the  aggrega te  ne t  hourl y d i ffe rence  be tween  the  ag reed  upon  stri ke  p ri ce  and  poo l  p ri ces i n  tha t  m on th .

Bo th  pa rt i es have  converted  the  f l oa t i ng  poo l  p ri ce  fo r e l ectri ci ty i n  A l be rta  i n to  a  f i xed  p ri ce  fo r the  te rm . T here fo re ,  assum i ng  the  busi ness i s
cred i tworthy;  a  f i nanci a l  PPA cou l d  p rovi de  the  renewab l e  genera to r wi th  the  p ri ce  ce rta i n ty o r hedge  i t  needs to  f i nance  a  new renewab l e  p ro j ect
to  m ake  i ts p ro j ect  bankab l e .  T h i s m akes a  f i nanci a l  PPA wi th  a  busi ness o r co rpo ra t i on  an  a l te rna t i ve  to  pa rt i ci pa t i on  i n  A l be rta ’s Renewab l e
El ectri ci ty Prog ram  (REP),  wh i ch  cl osed  to  new app l i ca t i ons i n  June  2019 .  T he  f i nanci a l  PPA i s m uch  l i ke  the  Renewab l e  E l ectri ci ty Support
Agreem ent tha t  the  AESO o ffe red  i n  the  REP bu t  wi th  a  co rpo ra te  o r busi ness coun te rpa rty i nstead  o f  the  AESO.

By con trast ,  the  physi ca l  PPA com p l e ted  by way o f  NSI i n  A l be rta  i s si m p l y a  twi st  on  the  f i nanci a l  PPA and  no t  a  t rue  physi ca l  sa l e  o f
e l ectri ci ty.  T h i s avo i ds the  renewab l e  genera to r and  the  busi ness f rom  separa te l y havi ng  to  se t t l e  wi th  the  AESO f i rst  fo r the  con tracted  e l ectri ci ty
be fo re  se t t l i ng  the  d i ffe rence  wi th  each  o the r.  Instead ,  the  pa rt i es se t t l e  d i rect l y be tween  them se l ves fo r the  con tracted  vo l um es a t  the  fu l l
con tracted  p ri ce .  T he  AESO i s no t  p rovi ded  wi th  the  ag reed  p ri ce  i n  the  reg i ste red  NSI,  j ust  the  M W so l d  i n  o rde r fo r i t  to  “ne t” aga i nst  the  actua l
m e te red  vo l um es o f  each  pa rty.  We genera l l y on l y see  th i s type  o f  physi ca l  PPA from  genera to rs wi th  l a rge  cred i tworthy consum ers o f  e l ectri ci ty i n
A l be rta  who  can  m ee t the  cred i t  requ i rem en ts o f  the  genera to r.

B l uEarth  Renewab l es’ 29  M W Bu l l  Creek Wi nd  Faci l i ty i s an  exam p l e  o f  an  A l be rta  renewab l e  e l ectri ci ty p ro j ect  tha t  was f i nanced  and  constructed
usi ng  co rpo ra te  renewab l e  PPAs. In  tha t  case ,  25  ru ra l  A l be rta  schoo l  boards cam e toge the r th rough  the  A l be rta  Schoo l s Com m od i t i es Purchasi ng
Consort i um  to  en te r i n to  25 -year co rpo ra te  renewab l e  PPAs wi th  B l uEarth  fo r the  e l ectri ci ty f rom  tha t  renewab l e  e l ectri ci ty p ro j ect .

Bu l l  Creek shows how a  consort i um  o r coopera t i ve  can  be  fo rm ed  o f  sm a l l e r consum ers to  genera te  the  e l ectri ci ty dem and  to  m ake  a  co rpo ra te
renewab l e  PPA feasi b l e .  Sm a l l  and  m i dsi zed  com pan i es can  do  these  dea l s.

Own a renewable electricity project

A busi ness can  a l so  choose  to  own  i ts own  p ro j ect  to  genera te  the  renewab l e  e l ectri ci ty i t  wan ts to  acqu i re  i n  A l be rta .  T h i s can  be  done  on  a  sm a l l
sca l e  usi ng  A l be rta ’s m i cro -genera t i on  ru l es,  o r on  a  l a rge r u t i l i ty sca l e ,  e i the r a l one  o r as pa rt  o f  a  j o i n t  ven tu re .

A l be rta  m ade  changes to  i ts m i cro -genera t i on  ru l es i n  2016 ,  wh i ch  p rovi de  i ncen t i ves fo r renewab l e  e l ectri ci ty p ro j ects o f  up  to  f i ve  M W. T he  changes
a l so  pe rm i t  a  m i cro -genera t i on  p ro j ect  to  se rvi ce  ne i ghbori ng  bu i l d i ngs o f  an  owner - fo r exam p l e ,  bu i l d i ngs owned  by a  un i ve rsi ty,  a  l a rge  fa rm  o r a
m un i ci pa l i ty.  T hese  m i cro -genera t i on  ru l es a l l ow busi nesses to  genera te  the i r own  e l ectri ci ty and  se l l  any su rp l us e l ectri ci ty d i rect l y i n to  the  g ri d .  T he
Al be rta  i ncen t i ves i ncl ude  subsi d i zi ng  i n te rconnect i on  and  l oad  se t t l em en t costs and  i nsta l l i ng  a  f ree  ne t  b i -d i rect i ona l  m e te r fo r a  m i cro -genera to r.

I f  the  m i cro -genera t i on  a  busi ness i nsta l l s i s so l a r pho tovo l ta i c (PV) and  the  custom er i s a  m un i ci pa l i ty,  the  busi ness m ay be  ab l e  to  take  advan tage  o f
the  A l be rta  M un i ci pa l  So l a r Prog ram .

Of cou rse ,  i f  the  busi ness i s l a rge ,  i t  m ay wan t  to  own  a  l a rge r renewab l e  e l ectri ci ty p ro j ect  i n  A l be rta .  IKEA and  Suncor a re  two  busi nesses tha t  took
tha t  rou te .

In  January 2017 ,  IKEA announced  i t  had  pu rchased  i ts second  wi nd  fa rm  i n  A l be rta ,  the  88  M W Wi n te ri ng  Hi l l s Wi nd  Farm  near Drum he l l e r,  fo r $119 .6
m i l l i on  f rom  T ransAl ta  and  Teck Resources.  IKEA bough t  i ts f i rst  46  M W wi nd  fa rm  i n  P i ncher Creek i n  2013 .  IKEA now has the  ab i l i ty to  p roduce
renewab l e  e l ectri ci ty i n  A l be rta  tha t  i s m ore  than  fou r t i m es the  to ta l  e l ectri ci ty consum ed a t  i ts 12  Canad i an  sto res.  IKEA con tracts ou t  the  opera t i on  o f
these  wi nd  fa rm s to  a  th i rd  pa rty opera to r.  Wi th  these  two  wi nd  fa rm s,  IKEA i s cl ose r to  ach i evi ng  i ts worl dwi de  ta rge t  o f ,  by 2030 ,  p roduci ng  m ore
renewab l e  e l ectri ci ty than  wha t  i t  consum es.

S i m i l a rl y,  Suncor owns a  share  o f  the  30  M W Ch i n  Chu te  Wi nd  Farm  and  the  30  M W M agra th  Wi nd  Farm  i n  A l be rta ,  and  a l so  has two  A l be rta  wi nd
pro j ects under deve l opm ent l i sted  on  the  AESO Pro j ect  L i st .  

Final thoughts

Cl i m a te  change  i s h i gh  on  co rpo ra te  agendas a round  the  worl d .  Num erous com pan i es a re  m aki ng  com m i tm en ts to  i m prove  susta i nab i l i ty p ract i ces by
acqu i ri ng  renewab l e  e l ectri ci ty.  I t  i s a l so  sta rt i ng  to  m ake  econom i c sense .

A l be rta  has som e o f  the  best  wi nd  and  so l a r resources i n  Canada .  I f  you  l ook a t  the  AESO Pro j ect  L i st,  you  wi l l  see  tha t  exce l l en t  l oca l ,  na t i ona l  and
i n te rna t i ona l  deve l opers have  abou t  120  renewab l e  e l ectri ci ty p ro j ects under deve l opm ent i n  A l be rta .  T here fo re ,  i t  seem s tha t  the re  i s po ten t i a l  fo r
m arri ages to  be  m ade  i n  A l be rta  be tween  renewab l e  deve l opers and  busi nesses seeki ng  renewab l e  e l ectri ci ty.  Yes,  the  econom i cs have  to  work and
the re  a re  p ri ce ,  consum pt i on ,  va ri ab l e  genera t i on ,  cu rta i l m en t ,  coun te rpa rty,  co l l a te ra l  secu ri ty and  regu l a to ry ri sks to  be  we i ghed  bu t  the re  a re  g rea t
op t i ons,  as we l l  as exce l l en t  p ro fessi ona l ,  f i nanci a l  and  i ndustry expert i se  ava i l ab l e  i n  A l be rta  fo r busi nesses to  acqu i re  renewab l e  e l ectri ci ty.

By:  B i l l  Woodhead,  Pe te r A .  Bryan
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