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Alternative energy moves into mainstream
The Deloitte Center for Energy Solutions hosted the 2015 Deloitte Alternative
Energy Seminar in The Woodlands, TX, September 28–30, 2015. With the
theme, “Alternative energy moves into mainstream,” the Seminar brought
together executives, researchers, entrepreneurs, and investors from around the
world to examine the factors driving the sector’s remarkable growth over the
past few years and to explore ways of maintaining this positive momentum.
While challenges remain, Marlene Motyka, US Alternative Energy Leader,
Principal, Deloitte Transactions and Business Analytics LLP, set the stage for the
day’s discussion by noting that the movement of alternative energy into the
mainstream is being reflected in nearly every facet of the sector. From ongoing
technology advancements, increasing cost competitiveness, more financing
options, evolving regulatory policy, and of great importance, growing support
from consumers and businesses. Building upon these themes, this retrospective
provides an overview of memorable insights from the event, along with links to
other Seminar materials.
Click on the navigation below to get started.
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Overview of Seminar themes

Energy storage isn’t a thing of the future;
it’s viable today and interest in it is soaring.

The industry is beginning to experience
price parity for solar and wind power
in particular regions.

As manufacturers gain economies of scale,
the cost of lithium-ion batteries could drop
even faster than the cost of solar panels did,
suggesting they may become mainstream
within 5–7 years as opposed to 10–15 years.

Renewables are starting to influence wholesale
power market behavior, rather than fossil fuels.

Customer engagement
is key to transforming
the utility business model.

Ongoing access to more financing options, such as YieldCos,
securitization, and green bonds, will be critical to
controlling costs and fueling growth under any scenario,
but especially if federal tax incentives diminish or cease.

Future growth in alternative energy will be all about
the states in terms of renewable portfolio standards
and other programs, as well as their proposals for
complying with the Clean Power Plan (CPP) from the
US Environmental Protection Agency.
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Regulatory frameworks are outdated and they
need to be adapted to meet emerging market
demand, especially for distributed generation
and energy storage.
2016 Alternative Energy
Seminar opening video
Tap to view
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Plenary sessions

The Alternative Energy Landscape
YieldCos—The Game Changer
The Future of Energy Storage
A Utility View—Integration of Renewables
and New Technologies
The New Energy in the Home
North American Renewables—Where Have We
Been and Where Are We Going?
Biomass-based Diesel—A Commercial Scale Industry
and Still Growing
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The Alternative Energy Landscape
Envisioning how to integrate renewables into the existing regulatory construct
has challenged policymakers over the last decade. Two recent developments—
the CPP and state regulatory reform—suggest the picture is finally getting
clearer. Speakers emphasized the following themes in depicting the alternative
energy landscape:
• The CPP puts the first-ever limits on carbon emissions from power plants,
aiming to bring them approximately 32 percent below 2005 levels by 2030.1
• While the CPP sets guidelines for reducing carbon emissions from electricity
generation, the states are responsible for setting standards of performance
and proposing plans for compliance.
• The impact of the CPP upon the alternative energy sector will ultimately be
determined by the states since they decide which renewable resources to
include in their compliance strategies.
• For the next couple of years, state policy will focus on meeting the
requirements of the CPP, and in some instances, reforming the utility model.
• Spurred in part by the need for greater system resiliency in the wake of
Superstorm Sandy, New York state launched its Reforming the Energy Vision
(REV) initiative in 2014, which proposes to overhaul the state’s energy grid
and utility regulatory system in an effort to achieve system-wide efficiency,
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The Alternative Energy Landscape
reliability, resiliency, fuel diversity, affordability, carbon reduction, and
increased customer choice and value.2
• In pursuing these objectives, REV is expected to promote deeper penetration
of wind and solar, microgrids, and energy storage as well as to reshape
the utility business model by calling upon utilities to serve as managers of
distributed energy resources.
• Similar proposals incorporating comparable concepts are now popping up in
several states.
• With attention on Capitol Hill being focused on the 2016 presidential
election and on finding new sources of highway funding, the futures of
the wind production tax credit (PTC) and the solar investment tax credit
(ITC) are questionable, with sentiment leaning toward eventual adoption of
technology-neutral incentives as part of a major tax reform package.
Featured speakers:
Charlie Blanchard, Lead Natural Gas Analyst, Bloomberg New Energy Finance
Holly Rachel Smith, Assistant General Counsel, Exelon Business Services Company
Jonathan Traub, Managing Principal, Tax Policy Group, Deloitte Tax LLP
Marlene Motyka, Principal, US Alternative Energy Leader, Deloitte Transactions and
Business Analytics LLP (Moderator)
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YieldCos—The Game Changer
Introduced to the renewable energy sector in 2013, YieldCos are publicly
traded companies formed to own operating assets that produce cash flows,
which are then distributed to investors as dividends. YieldCos have generally
been well received by public equity investors, with new offerings often being
oversubscribed. This warm reception has fundamentally changed the game
for renewable developers by lowering the cost of capital. In this session, two
knowledgeable investors shared their views on the future of this nascent
asset class:

“Renewable technology
is here to stay because
the math is real.”
Christian Fong, Chief Financial
Officer, Renewable Energy Trust
Capital, Inc.

• YieldCos generally offer public equity investors an attractive total return
proposition of growth plus yield.
• For many YieldCos, the main challenge moving forward will be “feeding the
beast,” or fueling continued growth—particularly as global competition for
high-quality renewable assets increases and as federal tax incentives step
down and/or expire in the US.
• YieldCos additionally face challenges associated with stock-market volatility
and the expectation of rising interest rates in the US.
• To get through this rough patch, YieldCos will need to make smart acquisition
decisions in terms of the valuations they are willing to pay for assets, and they
will have to use the right mix of debt and equity to purchase them.
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YieldCos—The Game Changer
• Even without federal tax incentives in the US, developers will continue to
build renewable energy assets because they are economic, particularly in
certain regions.
• The questions is, can they build them fast enough to meet growing investor
demand?
• As in any developing asset class, there will be winners and losers in the
YieldCo space; thus, future consolidation is anticipated.
Featured Speakers:
Christian Fong, Chief Financial Officer, Renewable Energy Trust Capital, Inc.
Michael P. Starzan, Director, Head of US Technology and Alternative Energy Equity
Capital Markets, BMO Capital Markets
Nick Roger, Partner, Deloitte & Touche LLP (Moderator)

“Renewable technology is here to stay because
the math is real.”
Christian Fong, Chief Financial Officer, Renewable Energy Trust Capital, Inc.
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The Future of Energy Storage
While it is frequently thought of as something new, energy storage has been
around since the inception of the power and utilities (P&U) industry, with much
of the innovation in the space occurring quietly in the background. Today, a
perfect storm of renewables growth, consumer trends, and weather events
has thrust energy storage to the forefront as a “must have” for improving the
resiliency and stability of the grid. Speakers explained why energy storage, in
lockstep with renewables, is moving into the mainstream:

“My main wish is that
people would stop
saying, ‘if only we
had energy storage’:
we have it!”
Katherine Hamilton, Principal,
38 North Solutions, LLC

• Energy storage is a broad term encompassing a host of chemical
technologies, mainly batteries, along with mechanical/thermal technologies,
such as flywheels, compressed air, pumped hydro, and molten salt.
• The price of some storage technologies has decreased to the point where it
makes sense to use them to time-shift renewable generation to where it has
higher value.
• From the perspective of utilities and grid operators, state policy needs to
evolve to create capacity and other markets for energy storage beyond
frequency regulation.
• In terms of the grid, two to four hour energy storage is emerging as a
compelling opportunity for providers.
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The Future of Energy Storage
• Deployment of storage technologies is also becoming commonplace as a
key component of microgrids and as a means of improving the resiliency and
operational efficiency of residential and commercial buildings.
• Lithium-ion batteries are widely perceived to be one of the most promising
storage technologies on the market today, with prices dropping more than
50 percent since 2010.3
• As manufacturers gain economies of scale, these prices are expected to drop
even farther, like solar technologies did, but perhaps even faster this time
since investors have “seen this movie before” and are more comfortable
with the risks.
• State policymakers and utilities will be looking to storage as an essential tool
for meeting the requirements of the CPP and improving resiliency, especially
since storage helps everything on the grid, not just renewables.
Featured Speakers:
Katherine Hamilton, Principal, 38 North Solutions, LLC
Troy Miller, Director, Grid Solutions, S&C Electric Company
Doug Staker, Vice President, Global Sales, Demand Energy Networks, Inc.
Joel Meister, Manager, Deloitte Tax LLP (Moderator)
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A Utility View—Integration of Renewables
and New Technologies
By many accounts, utilities are in the early stages of a major disruption. The
bottom-line, explained Cris Eugster, group executive vice president, chief
generation and strategy officer, CPS Energy, is that utilities must adapt. During
his keynote address, Mr. Eugster presented several possibilities for how utilities
might transform their businesses through integration, innovation, and change
management:
• Disruption in the P&U sector could be more painful and challenging than in
other industries because of the unique private-sector market and regulatory
aspects.
• There are hours within the CPS Energy system where half of the load is being
powered by renewables.
• Even though they are generally considered to be intermittent, it is possible
to make renewables more consistent through an integrated approach that
optimizes the strengths and availability of each resource.
• In many ways, utility-scale solar and wind installations, which have simple
operating characteristics and high uptimes, are even more dependable than
traditional power plants, which experience both planned and unplanned
outages due to their complexity.
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A Utility View—Integration of Renewables
and New Technologies
• Customer satisfaction is another important reason for utilities to invest in
renewables since consumers and businesses are increasingly demanding
cleaner resources and greater control over their energy usage.

“In the face of disruption,
incumbent players like utilities
must adapt and change,
or risk a long, slow decline
into oblivion.”
Cris Eugster, Group Executive Vice President,
Chief Generation and Strategy Officer, CPS Energy
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• The potential of smart grid and new customer-focused technologies (i.e.,
home area networks, electric vehicles, rooftop solar, etc.) may be even bigger
than utility-scale renewables, but it is less clear how to extract value from
them.
• These technologies will revolutionize how customers engage with utilities,
which is why it is critical to explore their potential through pilot programs that
pinpoint where the value lies.
• In facilitating the customer engagement journey, utilities can benefit from
bringing people in from the outside and engaging the right partners.
Featured Speakers:
Cris Eugster, Group Executive Vice President, Chief Generation and Strategy Officer, CPS Energy
Debbie McCormack, Director, Center for Corporate Governance, Deloitte Services LLP (Moderator)
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The New Energy in the Home
The P&U sector as a whole is becoming much more sensitive to consumer
behavior and trends, and it has become clear to many companies that
consumers want electricity from renewable resources along with the ability to
manage their energy consumption. Speakers from two pioneering companies in
the residential and community markets shared their thoughts on what types of
“new energy” consumers are looking for:
• Driven by the success of Uber and Airbnb, the popularity of “the sharing
economy” is also fueling a movement toward community or “shared” solar.
• Shared solar gives apartment dwellers and those on a tight budget the ability
to save money, “go green,” and take control of their energy destiny, while
offering developers structural advantages, such as a simpler sales process, a
cheaper build, and greater productivity via a single, centrally managed asset.
• Although it is small right now, some analysts believe shared solar could grow
significantly, if policymakers provide the regulatory frameworks to support it.

“Access to solar and
making sure the
benefits accrue to
the many, and not
just to the few, is
really important.”
Paul Keene, Vice President,
Shared Solar, NRG Home Solar

• Most consumers are frustrated with their electricity bills, particularly their
inability to understand and control how much electricity they are using.
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The New Energy in the Home
• One “new energy” offering disaggregates the electricity bill and translates it
into product-level usage so consumers can understand how much it costs to
run their heating and cooling systems and major appliances each month.
• Speakers stressed that some new offerings, such as bill disaggregation
and shared solar, are promising because they address existing gaps in the
marketplace, as opposed to “looking for a need to fill.”
• The biggest obstacle to most new energy offerings is lack of consistent and
contemporary regulatory frameworks.
• Regardless of the technology involved, the retail segment today is focused on
giving customers power, choice, and control in their homes.
Featured Speakers:
Cory Byzewski, Vice President General Manager, Direct Energy Services
Paul Keene, Vice President, Shared Solar, NRG Home Solar
David Dollihite, Senior Manager, Deloitte Services LP (Moderator)
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North American Renewables—Where Have
We Been and Where Are We Going?
The gap in price-competitiveness between renewables and conventional forms
of generation continues to narrow, moving alternative energy firmly into the
mainstream. While reminding the audience that growth in alternative energy
is a global phenomenon, Mike O’Sullivan, senior vice president, development,
NextEra Energy Resources, LLC, outlined some of the key trends within the US
market.
• From a technology standpoint, wind power just keeps getting better and
better, with new wind farms today often having capacity factors exceeding
50 percent.
• While uncertainty around federal tax incentives persists, many sector
participants are cautiously optimistic the PTC for wind will be extended for
another year or two before being phased out in some way.
• Regardless of the future of federal tax incentives, the CPP, by some estimates,
may create 100–200 gigawatts of new renewable demand by 2030.
• Solar photovoltaic (PV) systems have emerged as the leading technology in
the utility-scale space, due to cost-effectiveness, easier permitting, virtually no
water use, and shorter construction times.
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North American Renewables—Where Have
We Been and Where Are We Going?
• Utility-scale solar PV is exceeding growth expectations, expanding strongly
from its roots in California and the desert Southwest into the Midwest,
Southeast, and beyond.
• As efficiencies improve and costs decline, the utility-scale solar market
is shifting toward smaller, distributed solar PV opportunities, since more
utilities—and interconnection locations—prefer projects in the 20–80
megawatt range.
• Energy storage is at the top of the first-inning, but it has the potential to
completely change the game over the next 5–10 years.
• Automotive companies are poised to be the primary beneficiaries from
battery storage technology, with utilities being “follow-ons” or secondary
beneficiaries.
Featured Speakers:
Mike O’Sullivan, Senior Vice President, Development, NextEra Energy Resources, LLC
John McCue, Vice Chairman, US Energy & Resources Leader, Deloitte LLP (Moderator)
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“The biggest threat to
the rooftop residential
and community solar
businesses is lower-cost,
utility-scale solar, which
is best for the majority
of customers across
all rate classes.”
Mike O’Sullivan, Senior Vice President,
Development, NextEra Energy Resources, LLC
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Biomass-based Diesel—A Commercial
Scale Industry and Still Growing
While few are aware of it, most people purchase some sort of biofuel every
time they fill up their tanks. Daniel J. Oh, president, chief executive officer,
Renewable Energy Group, Inc., explained how biofuels have evolved “under the
radar” to become a mainstream business that is durable, reliable, and profitable:
• Advanced biodiesel can meet the energy and chemical needs of nearly any
diesel engine while reducing carbon emissions by more than 50 percent
compared to traditional petroleum-based fuel.4
• Biomass-based companies often leverage proven technologies, like those
found in the downstream oil and gas sector, to create products that can be
blended and distributed alongside conventional petroleum products using the
same supply chain networks.
• While ethanol and biodiesel may be the first things that come to mind in
considering renewable fuels, some companies in this space are expanding
their portfolios to include liquefied petroleum gas, naphtha, and heating oil,
along with bio-based substitutes for petrochemicals.
• The sector’s growth will be increasingly driven by new product development,
along with feedstock flexibility, plant optionality, and serving broader markets.
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Biomass-based Diesel—A Commercial
Scale Industry and Still Growing
• Renewable products must be high-quality, economic substitutes or customers
will not want them.
• Biomass-based companies are poised to become more visible—and perhaps
more celebrated for their environmental role in recycling waste products and
in reducing carbon emissions—as they move into making chemicals used in
paints, detergents, flavoring, fragrances, and other aspects of the day-to-day
consumer experience.

“If we don’t bring good economics,
we don’t get the sale—just like
everybody else.”
Daniel J. Oh, President, Chief Executive Officer,
Renewable Energy Group, Inc.

Featured Speakers:
Daniel J. Oh, President, Chief Executive Officer, Renewable Energy Group, Inc.
Kim Felker, Partner, Deloitte & Touche LLP (Moderator)
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Elective sessions: Featured topics
Several elective sessions were offered concurrently throughout the Seminar.
Some provided insights into broad, special topics while others delved into the
technical aspects of accounting, tax, and finance as applied to alternative energy.
Click on a title for a description of each session.
Energy Management—A Point of No Return

Grid Parity—How Soon Could Renewables Compete
Without Incentives and Other Support Mechanisms?
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Energy Management—A Point of No Return
The findings of the Deloitte Resources 2015 Study suggest energy management
has passed the point of no return, and businesses now see it not just as a core
competency, but as an essential aspect of corporate strategy—and there’s no
turning back. This spells “opportunity” for providers of electricity and energyrelated services:
• Businesses in general have moved up the maturity curve in terms of their
energy management capabilities.
• More than half now report having some form of onsite electricity generation
and companies of all sizes are becoming more sophisticated in measuring
their energy management performance.
• Speakers corroborated the main points of the Study based on their own
experiences, stressing the importance of setting explicit energy management
goals and obtaining good quality data.
• With energy management firmly entrenched as full-fledged business
discipline, there are many opportunities for electricity providers to target
customers with customized energy solutions and incentives.

Session Speakers:
Kirby Brendsel, Associate Director of Sustainability – Global Citizenship, Starwood Hotels
& Resorts Worldwide, Inc.
Gautam Chandra, Senior Vice President, Strategy, Business Development, and Non-Utility
Operations, WGL Holdings, Inc. and Washington Gas
Andrew Clinton, Specialist Leader, Deloitte Consulting LLP (Moderator)

Energy Management—A Point of No Return
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Grid Parity—How Soon Could Renewables
Compete Without Incentives and Other
Support Mechanisms?
Current trends in renewable energy economics indicate that the industry could
soon be entering a stage where large-scale projects—particularly wind and
solar—could become economically viable without any form of federal or state
subsidies such as the PTC for wind, the ITC for solar, and state-sponsored
Renewable Energy Credits. This is considered reaching “grid parity.” Speakers
discussed the timing and significance of this milestone:
• Several market and industry factors impact the timing of grid parity, including
declining capital costs, improving operating efficiency, rising natural gas prices
(eventually), and increasing wholesale power prices.
• In addition to these trends, regional resource characteristics (i.e., to what
degree the sun shines and the wind blows) also come into play.
• Accordingly, the results of any grid-parity analysis are highly regional, with
some analyses indicating the timing of grid-parity could be anywhere from a
year or two away to more than 25 years off, depending on the market and
the projected mix of the aforementioned variables.

Session Speakers:
Mike Grim, Executive Manager, Denton Municipal Electric
Roberto Rosner, Director, Commercial Hedging, Enel Green Power North America
George Given, Senior Manager, Deloitte MarketPoint LLC (Moderator)

Grid Parity—How Soon Could Renewables Compete
Without Incentives and Other Support Mechanisms?

• Regardless, speakers stressed they are moving forward with renewables
because customers are demanding them, and they are optimistic that
innovation will continue to drive down costs, with or without subsidies.
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Elective sessions: Technical and business topics
Accounting Considerations for Alternative Energy Transactions—
Integrations, Carve-outs, and YieldCos
Accounting for Executory Long-term Power Sales Agreements
(now and post-2017)

Introduction to Tax Equity Structures and YieldCos—Part I
Introduction to Tax Equity Structures and YieldCos—Part II
Investments in Alternative Energy Assets
Investment Tax Credits and Grants—Eligible Costs and Basis

Accounting Hot Topics
Accounting Issues Related to Construction of Alternative Energy Assets
Accounting for Leases

M&A and Other Structured Transactions—Key Accounting and
Tax Considerations
Modeling Concepts—Inverted Leasing Structures

Alternative Energy Derivative and Hedge Accounting

Modeling Concepts—Partnership Flip and Sale-Leaseback Structures

Beginning of Construction Rules for PTC (and ITC in Lieu of PTC)
Building the Platform for Growth

Partnership Flip Structuring—Tax Perspectives
Placed-in-Service Date Issues

Cyber Risk—Protecting our Critical Infrastructure

Structuring Lease Investments—Tax Perspectives

Extended Enterprise Risk Management

Utility Accounting Issues Related to Alternative Energy

Financing Energy Storage with Tax Credits
Hypothetical Liquidation at Book Value (HLBV)—Concepts and Theory

Click on presentation

icon to view the presentations.

HLBV—Deep Dive Case Study
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Concluding perspectives
The role of alternative energy in meeting various regulatory and market initiatives
is expanding. This trend, along with declining costs and an abundance of
financing options, partly explains why the projected growth in wind and solar
across the US in the next few years is tremendous. Underlying it all, however, is
an even more formidable force: customer demand. As highlighted in the Deloitte
Resources 2015 Study, consumers and businesses have passed the point of no
return. They want cleaner sources of electricity generation, greater control over
how they use energy, and deeper insight into the value they receive from their
providers, and they have no plans of reverting back to casual attitudes about
consumption. For utilities and other service providers, alternative energy is
critical to providing options for meeting these demands; and in turn, customer
engagement is essential for determining which options deliver the most value.
While state and federal policy and technological advances will play a role in how
fast the sector grows over the next few years, alternative energy is here to stay.
Ultimately, customers have spoken, and their voices have pushed alternative
energy into the mainstream.

“Overall, the consensus
is that alternative
energy has entered
the mainstream,
which I think
is pretty exciting.”
Marlene Motyka, US Alternative Energy
Leader, Principal, Deloitte Transactions
and Business Analytics LLP

Please join us next year to continue the dialogue.
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