2017 outlook on renewable energy
My take: Marlene Motyka

As
used in this
document,
“Deloitte”
Deloitte
LLP and
its subsidiaries. Please
Brochure
/ report
title goes
heremeans
|
 Section
title goes
here
see www.deloitte.com/us/about for a detailed description of the legal structure of
Deloitte LLP and its subsidiaries. Certain services may not be available to attest clients
under the rules and regulations of public accounting.

2

2017 outlook on renewable energy | My take: Marlene Motyka

In recent years, renewable energy resources
such as solar and wind generation have
outgrown the “alternative” label. Throughout
2016, renewables effectively competed against
fossil fuel generation in power markets and
for procurement contracts across the United
States and around the world.
How would you describe the growth drivers that propelled
renewables into the mainstream?
Due to the declining costs of solar and wind technologies as well
as the anticipation of a more carbon-constrained future, today the
global growth of renewable energy is increasingly driven by voluntary
procurement by utilities and corporations. We’ve seen an especially
rapid decline in the global levelized cost of electricity (LCOE) of solar
photovoltaic (PV) generation—falling from $315 per MWh in 20091
to just $100 per MWh in 2016. The cost of onshore wind is also
continuing to come down, reaching $68 per MWh this past year.
Perhaps most notably, the global LCOE of offshore wind drastically
declined throughout 2016, falling 22 percent from the beginning
of the year to around $126 per MWh today.2 These improving
economics are empowering many customers to seek greater control
over their energy choices. Fifty-six percent of residential consumers
surveyed as part of the Deloitte 2016 Resources Study cited using
clean energy sources as their most important energy issue.3
Furthermore, a movement toward localized energy procurement
seems to be underway. We’re seeing many municipalities across
the country take advantage of community choice aggregation (CCA)
policies that enable governments to procure energy resources,
typically renewables, on behalf of their constituents while retaining
their existing electricity provider for transmission and distribution
services.4 Three times the amount of installed solar PV was procured
by CCAs in 2016 compared to 2015.5 There weren’t any solar
contracts signed by CCAs the two years prior, so that’s a big jump.
Community solar has taken off as well. As noted in the Deloitte
report, Unlocking the value of community solar, these programs
allow customers who are unable to install solar at their homes or
businesses to get their electricity from an offsite distributed solar
system. Installed capacity of community solar systems is estimated
to quadruple in 2016 compared to 2015.6 It is this strong demand
from customers and communities that seems to have allowed
renewables to shed the “alternative” label and transition into
mainstream resources.

There was a lot of buzz around corporate renewable
procurement in 2016. Why is this growing source of demand
for renewable energy so significant and what are the drivers
for companies in making these procurement decisions?
The energy industry views direct procurement by corporate buyers
as a viable growth driver at a time when federal policies previously
expected to stimulate growth, such as the Clean Power Plan, have
been called into question. Low-priced power purchase agreements
(PPAs) give companies price certainty that can have a positive impact
on their bottom lines. Additionally, consumers are often demanding
that companies be environmentally responsible; so, investing in
sustainability has become more entrenched in business strategy.
Relative to the landmark year of 2015, corporate PPA signing activity
slowed in 2016, but forecasts for growth remain strong due to
procurement targets. Seventy-one of Fortune 100 companies,
which are among the most influential in the United States, have
set renewable targets or sustainability goals while 22 Fortune 500
companies have committed to going 100 percent renewable.7 That’s
a huge driver of demand, especially since many of those companies
have expressed an interest in signing PPAs. It’s also significant to
note that in this past year, some companies matured in their tactics
by engaging with regulators to open up the market. Certain statelevel policies prohibit private offtakers and developer contracts.
We’re seeing many corporate buyers jointly ask state utility
legislatures and commissions to address these barriers and foster
a policy landscape that is favorable to corporate procurement.8
We’re also seeing some utilities get ahead of the game by offering
green tariff programs that supply corporate customers directly with
renewable energy. Just five of these programs existed in 2015, and
today there are 10 programs nationwide.9
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Green tariff programs are one example of how utilities are
adapting to this growing consumer demand to choose their
energy supply. What other types of programs are utilities
rolling out to provide customers with the option to consume
renewables?
Utilities are becoming more innovative and responsive to customer
preferences by offering new products and services, many of
which have a renewable energy component. Programs range
from providing residential customers with utility-owned solar
panels to allowing “self-consumption,”10 or “self-supply”11 as they
call it in Hawaii, through grid-tied, but customer-owned, solar
and storage systems. They’re also responding to the previously
mentioned localized energy trend by rolling out utility-led
community solar programs and, as discussed in the Deloitte
report Reinventing Resilience, some utilities are also exploring
how to deploy renewable microgrids at scale.12 Furthermore, I’d
like to acknowledge the growing belief that empowering customer
choice will lead to more consumption of renewable energy. A key
tenant to Google’s approach to achieving 100 percent renewable
energy purchasing is promoting policies that empower consumers
to choose their energy supply. The company considers this key to
accelerating a global transition to a cleaner grid.13 So as customer
choice gains momentum, it’s likely that demand for renewable
energy will grow as well.
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For years, electricity storage has been called the "holy
grail" of the electric grid due to its potentially critical role
in integrating renewable energy, reducing customer energy
costs, and improving grid reliability and resilience. What
is your take on the storage market in 2016 and its growth
potential going forward?
The US energy storage market certainly matured throughout 2016,
demonstrating more robust demand and more dynamic, customercited applications. Mandates for storage deployment in states
such as California and Oregon seem to be propelling the market.
Regulatory bodies across the nation are investigating the various
value streams that storage can bring to the grid and how best to
leverage storage to firm up intermittent renewables. Thus far, the
PJM Interconnection region has enjoyed the most concentrated
growth; however, this year deployments were down relative to last
year due to an interim cap on the frequency regulation market.14
While central large-scale storage systems constitute the majority
of today’s installed capacity in PJM and across the United States,
customer-sited, distributed storage systems are projected to
dominate over the next four years.15 It’s clear that the synergies
achieved by coupling distributed storage with intermittent renewable
resources will likely drive the market, as many of these behindthe-meter systems are expected to be tied to solar PV. Currently,
demand charge management is the most common application for
commercial and industrial (C&I) energy storage, but in the longer
term, as more utilities adopt time-of-use (TOU) tariffs, rate arbitrage
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opportunities will likely motivate both residential and C&I customers
to invest in solar-plus-storage systems.16 Storage deployments in the
United States are projected to nearly double in 2017 compared to
2016 and grow ninefold from 2015 to 2021;17 so, I’d say the prospect
for growth is very strong.
Another strategy that renewable developers and utility
holding companies are employing to increase return is global
diversification. Why now?
It’s widely recognized that renewables are leading a transformation
of power markets on a global scale. In 2016, solar and wind power
suppliers around the world demonstrated competitive pricing
compared to other technologies. In countries with auction programs
and tenders, prices fell significantly below $100 per MWh. In a
recent auction in Chile, a solar developer was awarded a contract
just over $29 per MWh, beating out incumbent energy suppliers.18
Success in these auctions makes global diversification attractive
for renewable developers. Furthermore, many foreign power and
utility companies are making investments in the United States to
capture technological innovation and ride the growth of distributed
energy resources (DER). We’ve seen several large European
energy companies set up shop in innovation hubs around the
United States to invest in the Internet of Things and data analytics
technologies, especially those that enable more effective integration
of distributed, renewable resources into the grid. They see the
potential for those applications to disrupt their businesses. Instead
of getting disrupted, they intend to be the disrupters.19

How are markets evolving to support or promote these
developments?
Renewable energy markets matured this year on both a global and
domestic scale, bringing more competition and resource diversity
into the fold. The use of government-led auction mechanisms gained
traction around the world in 2016, especially in countries with
renewable generation targets. As was exemplified in Chile, these
competitive auctions can serve to bring down the price of contracts.
In addition, the Mexican government hosted two auctions in 2016.
Participants in the most recent October tender received an average
of $33 per MWh, which was 30 percent lower than the auction that
took place earlier in the year.20
As for the United States, a notable market change came at the
end of the year when the Federal Energy Regulatory Commission
(FERC) proposed a rule that is expected to attract investment and
open up the market for DER. The FERC is requiring21 each regional
transmission organization and independent system operator to
both define distributed energy resource aggregators as market
participants and create rules for energy storage participation in
wholesale markets. Lack of access to structured markets has likely
been a barrier to growth for DER providers for some time now, so
these new revenue opportunities coupled with increasingly stronger
customer demand will likely foster considerable DER market growth.
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What's next in 2017?
Despite ripples of uncertainty, whether related to US tax policy or
commitments to fighting climate change, the positive momentum
achieved by the renewable energy sector will likely not abate. Large
corporations may keep flexing their buying power, and I expect that
as the industry becomes increasingly comfortable with corporate
renewable procurement, we’ll see more contracts signed with smallto medium-size companies. The declining cost of energy storage
should enable further penetration of variable, renewable resources,
and what’s really become evident is that the underlying driver for
each of these market trends is customer demand for renewables.
As in past years, in 2017, I expect that the marketplace will innovate
in unexpected ways to give consumers what they want: clean,
affordable renewable energy.
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