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PART 1 
SITUATION ANALYSIS

Distributed Energy Resources – or DER – is an emerging category that encompasses energy 
supplies that aren’t produced by traditional large centralized fossil fuel plants. These include 
onsite and offsite renewable sources, such as wind and solar, as well as energy storage, demand 
response and demand management activities. 

Incorporating DERs into an energy strategy presents organizations with an opportunity to 
optimize their energy strategies for cost efficiency, reliability, security, and to reduce their 
environmental impact. But, like any business, the benefits can be significantly variable 
depending on your type of business, geographic distribution and business priorities. DERs can 
work for your business as long as you pay careful attention to five key considerations: 

1. Understand stakeholder priorities
2. Identify constraints early
3. Be ready for a marathon
4. Financial risks in grid supply
5. Today’s opportunities

Incorporating DERs into your portfolio is a process, and if you start now you’ll take advantage 
of many near-term opportunities, such as federal tax credits or state and local incentives. On 
the other hand, renewables require a long-term commitment to capital expenditures and 
the cost curve is falling each year as renewables—and their accompanying financial cases—
go mainstream. This guide will help you at least consider whether DERs are right for your 
organization, when to make the investment, and how to make a strong business case for DERs. 

https://www.ecova.com/
https://www.ecova.com/
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FINANCIAL OPPORTUNITY
Over the last few years, the financial benefits of renewables—in particular solar—has been an 
unknown. Solar success is often location-dependent, with some incentives and markets stronger 
than others. Returns on investment tend to be better in some areas, while in others the 
returns are manageable enough for companies to begin incorporating them into their energy 
strategies. In Ecova’s report, 2016 Energy and Sustainability Predictions: Findings from Leading 
Professionals, we found that:

As we watch the emerging trends, there are strong financial opportunities ahead which will 
help open the way forward for more companies. In particular, solar photovoltaic (PV) costs are 
dropping by about 10 to 15 percent annually (see figure 1), and these falling costs are helping to 
increase competition with the traditional grid.

PART 2 
KEY DRIVERS FOR RENEWABLES

FIGURE 1: SOLAR PV INDUSTRY OUTLOOK

Source: Deutsche Bank Securities (Stephen O’Rvourke)
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STAKEHOLDER EXPECTATIONS
Companies of all sizes and in all locations 
face different pressures from shareholders, 
employees, and customers to both operate 
profitably and operate sustainably. In some 
areas, businesses track and report GHG 
emissions either voluntarily or as part of 
local mandates. Incorporating renewables 
as part of an energy strategy may make 
good financial sense for many companies, 
but it also contributes positively to 
corporate sustainability goals. 

REGULATORY AND POLICY EVENTS
At the 2015 United Nations Climate Change Conference, or COP21, 175 countries signed the 
Paris Agreement, pledging to pursue all measures to keep the Earth’s temperature rise below 
2 degrees Celsius. This agreement will spur a greater momentum for renewable energy and 
storage in order to help reduce CO2 targets worldwide. 

In addition to regulations, new and extended incentives are emerging. These are highly variable 
and constantly changing. Incentives can be found at the Federal, state, county and utility level. 

One thing to consider is that incentives are highly variable and constantly changing. This 
variability can make it difficult to build a DER strategy, especially when you have many locations 
across multiple countries, states and utilities.

“Increasing customer interest in and adoption of solar, energy storage  
and distributed generation (DG) are causing a rising number of 

 utilities  to rethink their approach to these resources. ” 
 

— 2015 Strategic Directions: U.S. Electric Industry Report

“As a large tech company, it’s important 
that we use our voice on issues that 

impact the environment and our society, 
as well as those that make the best 

business sense for us. In 2014, we did 
just that. We proudly joined other large 

companies on a host of important 
renewable energy initiatives.” 

 
    — Sprint

https://www.ecova.com/
https://www.ecova.com/
https://www.ecova.com/blog/2015/12/cop21-reflecting-means/
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Every company has stakeholders invested in the business, whether 
it’s a shareholder, employee or customer. However, the priorities 
among stakeholders may be different, so it’s important to start 
understanding what your stakeholders want in order to secure 
internal alignment with a procurement strategy. Is the priority strictly 
financial, i.e., getting the biggest bang for the buck? Or are there 
environmental or regulatory priorities? These priorities may take you 
in different directions. 

A good approach for this process is to create stakeholder “personas” 
to paint a picture of what that group cares about and expects from 
the business. Visualize this through a PowerPoint presentation with 
a slide for each stakeholder: executive, finance, facility manager, 
employee, customer, etc. Then create a “materiality matrix” to plot 
top opportunities and constraints across geographies, technologies 
and deal structures that will help you summarize the top 
opportunities that you can easily communicate to stakeholders. 

On the heels of COP21 and renewable tax credit extensions, 2016 
is the year you should begin “priority” exercises like this. Renewable 
deals and opportunities will come ever faster in the years to come. 
By getting ahead of and understanding stakeholder goals and their 
support for renewable projects, you can make the case for a  
CapEx investment that will support corporate financial and 
sustainability goals while assuring stakeholders that their 
priorities have been considered.

CONSIDERATION 1  
STAKEHOLDER 

PRIORITIES

WHO ARE 
STAKEHOLDERS? 

 
Finance

Investors
End clients

Energy team
Employees

Channel partners

PART 3 
5 KEY CONSIDERATIONS FOR INCORPORATING  
RENEWABLES INTO YOUR STRATEGY

MIREBALAIS CASE STUDY 

The mission of this teaching hospital in Haiti is to save lives. They wanted to run a large, modern ER with X-ray, 

CT scanner and other lifesaving equipment without worrying about the island’s grid power, which is extremely 

expensive and unreliable. In this case, incorporating on-site solar fit the requirements and priorities of their  

mission and stakeholders. 

https://www.ecova.com/
https://www.ecova.com/
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In addition to identifying your stakeholders and their 
needs, it’s important to have a clearly defined plan that also 
identifies any possible constraints. In the same way you 
presented stakeholder personas, get constraints “on paper” 
and share those with stakeholders as well. Your plan may 
identify cost, asset or location constraints, for example. 

For example, consider the financial constraint of a CapEx 
investment. In particular, with solar, the capital cost is 
upfront with a 15-year commitment, which could tie 
up a sizeable portion of your capital budget. Another 
consideration would be owning onsite assets, rather than 
getting energy from an offsite array. Do you own your 
own properties – with complete control over what you do 
with them – or are you under constraints from another 
landowner or property owner? 

By identifying constraints – and circulating these among 
your stakeholders – it will give everyone a more complete 
picture of any issues that you need to get in front of before 
jumping into implementation. In particular with CapEx 
investments, consider price risk over a long term and align 
your strategy to your corporate risk tolerance.

Another important point to identify is renewable buying 
principles which can increase your company’s positive 
environmental impact. For example, renewable energy 
credits are a way to “dip your toe” into the environmental 
pool. But companies that commit to a bigger build – such 
as a wind or solar farm – would dive in completely. Each 
company will have different principles and priorities, so 
it’s important to adapt your plan to your organization by 
considering price risk over a long term and aligning your 
strategy to your own corporate risk tolerance.  

CONSIDERATION 2
IDENTIFY 

CONSTRAINTS EARLY

“We were able to 
demonstrate to senior 
management that the 

majority of the cost 
would be mitigated by 

credits, tax breaks,  
and rebates.”  

— Dennis Calik,  
National Bank of Arizona

https://www.ecova.com/
https://www.ecova.com/
https://www.ecova.com/discover/national-bank-of-arizona/
https://www.ecova.com/discover/national-bank-of-arizona/
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CONSIDERATION 3
BE READY 

FOR A MARATHON

Late in 2015, when it looked like the Investment Tax Credit 
(ITC) for solar energy systems and Production Tax Credit 
(PTC) for wind projects were getting set to drop from 30 
percent to 10 percent at the end of 2016, many companies 
were feeling a sense of urgency to “do something now.” 
Vendors were pressured to have their job pipelines set by 
early 2016 so that projects would be completed by the end 
of the year to capture the larger incentive. However, this rush 
to “do something” turned a process that should be a well-
planned marathon into a sprint. With several miles still to go, 
companies were finding themselves out of breath simply for a 
short-term financial gain. 

What does this prove? Your projects should not be driven by 
one thing (e.g. tax credits). There are many broadly supportive 
policies – including federal tax credits, COP21, GHG Scope 2, 
FERC, and local and state incentives – in addition to the ITC 
(which, as we mentioned earlier were extended to 2019 with 
a step down through the end of 2022) that can drive your 
financial decisions. Cost curves are also projected to continue 
to come down for several more years.   

Multi-site national or international organizations with a high 
renewables goal know that planning and implementation can 
take years and take care to thoroughly vet financial baselines, 
incremental tariff increases, location, and more. The more 
analysis that is completed up front, the greater the long-term 
potential for success. 

https://www.ecova.com/
https://www.ecova.com/
https://www.ecova.com/blog/2016/02/will-tax-credit-extensions-spur-business-adopt-renewable-energy/
https://www.ecova.com/blog/2016/02/will-tax-credit-extensions-spur-business-adopt-renewable-energy/
https://www.ecova.com/blog/2016/02/will-tax-credit-extensions-spur-business-adopt-renewable-energy/
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A growing number of states, countries and corporations are 
already aiming for ambitious renewables targets. Hawaii has a 
100 percent by 2045 clean energy goal, and corporations like 
Nike, Facebook, Google and Johnson & Johnson are aiming to 
get 100 percent of their electrons from renewable sources. 
However, for most multi-site companies, 100 percent on-site 
renewable power is not likely; grid supply will still be part of the 
energy procurement mix. It’s important to still take effort and 
care to proactively manage that supply and secure the right 
blend of DERs and traditional energy supply. 

Some of the questions to keep in mind during deal  
structuring include:

1. Are forecasted system returns calculated using valid rates 
(i.e. effective utility rate vs. “avoidable” rate)

2. How is the system producing its expected returns; and 
what factors might influence those returns over 15-20 
years?

a.   Consumption Savings
b.   Demand Savings
c.   REC/SREC Sales
d.   Net Metering Credit

3.  Would any existing energy supply agreements be impact 
expected returns?

4. What alternatives currently exist and or are emerging that 
may more cost-effectively produce the desired results (i.e. 
Energy Efficiency, Unbundled RECs vs. On-Site Generation 
vs. Community Solar)

5.  Are there other locations within your portfolio that 
present a better ROI for the technology you are 
evaluating?

 

CONSIDERATION 4
FINANCIAL RISKS IN 

GRID SUPPLY 

CASE STUDY 
Wind farms in certain 

regions – Hawaii, Germany, 

and some areas of the 

contiguous United States – 

have a fairly high penetration. 

The wholesale prices in these 

regions are actually spending 

time in negative territory. And 

while this was once an extreme 

example, it is becoming more 

common and should be treated 

as a real risk. 

https://www.ecova.com/
https://www.ecova.com/
http://www.renewableenergyworld.com/articles/2016/03/corporate-clean-energy-leaders-positioned-to-disrupt-fossil-fuel-business-as-usual.html
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Multi-site companies are comprised of a variety of occupancy/
ownership structures which can make a full-scale PV 
deployment challenging. Companies may also prefer to pilot 
a strategy for renewables in one area before rolling it out to 
others. Fortunately, the National Renewable Energy Laboratory 
released a study in October 2015, Nationwide Analysis of 
U.S. Commercial Building Solar Photovoltaic (PV) Breakeven 
Conditions. This study – while based on slightly different rules 
of thumb than we’ve covered in this document – still gives 
an indicative picture of where the greatest opportunities in 
renewables are that carry the least amount of financial risk. 

FIGURE 2
PV BREAKEVEN PRICES ($/W) FOR AN AVERAGE 
COMMERCIAL BUILDING IN THE LOAN  
SCENARIO, 2015  
(including Federal 30% ITC and MACRS, but no state incentives)

As you can see from the map, Hawaii, California, Massachusetts 
and New York have a combination of high grid rates, renewables 
legislation, and state and local incentives that will hasten the 
“break even” threshold for companies in many locations. These 
are areas where companies can feel relatively safe initially 
exploring opportunities for renewables.

CONSIDERATION 5
TODAY’S 

OPPORTUNITIES

Sources: http://www.nrel.gov/docs/fy16osti/64793.pdf 
 
Nationwide Analysis of U.S. Commercial Building Solar 
Photovoltaic (PV) Breakeven Conditions
http://www.nrel.gov/docs/fy16osti/64793.pdf

CASE STUDY

In New York, after the devastating 

effect of Hurricane Sandy in 2013 left 

widespread and dangerous system 

outages, customers were no longer 

simply complaining about some of the 

highest rates in the country, they were 

also worried about the reliability of the 

grid. In response to this, Governor Andrew 

Cuomo initiated Reforming the Energy 

Vision (REV) with the goal to make New 

York’s electric system cleaner, more 

resilient and more affordable, and to 

define the role of utilities in the process. 

REV is driven by New York Public Service 

Commission (PSC), which also oversees 

the regulated utilities in the state such 

as Con Ed, NYSEG, RG&E, and National 

Grid. In April 2014, the PSC released the 

initial findings of Track 1 which created 

the outline of the program as a whole. 

The six objectives for this initiative focus 

on increased customer knowledge and 

tools to support them, system efficiency, 

reliability and resiliency, fuel and resource 

diversity and a reduction of carbon 

emissions.

In fact, the New York Energy Plan targets 

a 40 percent reduction in greenhouse 

gasses with 50 percent of electricity 

coming from renewable sources by 2030. 

https://www.ecova.com/
https://www.ecova.com/
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CONCLUSION

By the end of 2014, renewables comprised an estimated 27.7 percent of the world’s power 
generating capacity, according to the Renewable Energy Policy Network for the 21st Century. 
That’s already enough to supply an estimated 22.8 percent of global electricity, and the 
disruption to the traditional energy supply system continues at a rapid pace. Driven by 
consistent downward price trends (at around 10 percent to 15 percent per year), solar, for 
instance, is reaching grid parity in high priced grid regions. This downward price trend is 
forecast to fuel the trajectory of renewables for several years. 

While there is tremendous opportunity to incorporate DERs into your energy strategy,  
there are also complicated financial and logistical issues to consider. 2016 is the beginning 
of a marathon, not a sprint to see who can incorporate renewables as quickly as possible. It’s 
important to research stakeholders, company goals, financial statements and risk before 
completely jumping in. 

DERs are a dynamic industry with technology and price changing rapidly. New developments 
and opportunities will only continue to accelerate. Use this guide to begin laying out the 
considerations to incorporate DERs into your strategy. As always, Ecova is a useful source of 
information and market intelligence, so sign up for our Energy Market Watch newsletter, attend 
Energy Outlook Webinars, and visit the Energy Price Hub for the latest advice. 

CONTACT US
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ENERGY MARKET 
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with the market drivers 
impacting the prices  
and regulatory 
environment updates.

ENERGY MARKET 
WATCH
Subscribe to receive the 
most current energy market 
information, insights into 
market drivers that are 
impacting prices today,  
and updates on the
regulatory environment.

RELATED RESOURCES 

On demand webinar 
sessions, whitepapers, 
case studies, videos  
and more.

CHECK OUT ECOVA’S 
ENERGY PRICE HUB
An all-in one resource to 
help you stay informed and 
get the latest updates on 
energy prices, market
intelligence and 
industry news.
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