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Advancing renewable  
energy sourcing 

The theme of collaboration among large corporates, developers, and utilities to accelerate 
renewable energy sourcing was carried through all aspects of the Spring Edition of the  
SED Renewable Energy Sourcing Forum in San Diego, from keynote presentations and 

panels to boardroom presentations and one-to-one meetings to a variety of networking opportunities. 

Simply put, these three days energized and inspired our community of corporate attendees  
and suppliers.

We are grateful for guidance from the Smart Energy Decisions Advisory Board in developing and 
shaping the unique, engaging content featured at the Forum. 

We would also like to thank our sponsors who helped make this event a resounding success.  
Their time and effort in developing and presenting case studies provided corporate buyers with a 
wealth of information and ideas to help them advance their renewable energy sourcing efforts. 

We look forward to gathering with our community at these upcoming events:

• Fall RE Sourcing Forum in Ponte Vedra Beach, Fla., October 1–3

• Innovation Summit in Houston, Texas, March 11–13

You can request an invitation to participate in either or both of these Smart Energy Decisions 
events by sending me an email at john@smartenergydecisions.com.

Thanks for your readership and engagement as a member of the Smart Energy Decisions community. 

Cordially,

John Failla
founder & editorial director
Smart Energy Decisions
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http://reforum2018fall.smartenergydecisions.com/
http://summit2019.smartenergydecisions.com/


SmartEnergyDecisions.com | 3

Snapshots from the RESF Spring 2018 Forum
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Brian Janous,  
general manager  
of energy strategy, 
Microsoft

Opening Keynote: The future of 
renewable energy sourcing
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I’m excited to talk to you today about my perspective and Microsoft’s 
perspective on the future of renewables. First off, I think there are 
three primary barriers to any type of innovation, any sort of market 
evolution. It’s technology, it’s design, and it’s finance or markets.

On the technology side, it’s pretty simple. Does technology X do whatever 
it’s tasked with doing more efficiently and at lower cost or faster than 
technology Y? If so, then you’ve got a better technology. 

As that applies to renewables, it’s very clear that we’ve built a better 
mousetrap. There’s no doubt about that. It’s not a question anymore of  
when renewables are going to be competitive or how many more years. 
Renewables have won—it’s not even a debate anymore. It’s the least cost in 
almost every situation all over the world whether you’re talking about wind 
and solar versus coal or natural gas or nuclear. It’s no contest. That part  
is solved. 

But that’s just part of our challenge. It’s not that we don’t have the right 
technology, it’s how can we continue to scale. As John said, 50 percent of the 
new generation globally last year was renewable. I think we’re very easily 
going to be 70, 80, 90 percent in the coming years and it’s about how we 
continue accelerating, getting larger. 

We just announced a new deal a few months ago that was the largest 
corporate solar deal ever at 315 megawatts in Virginia. We’re looking at 
projects offshore right now that use 9-megawatt wind turbines. That’s 
enormous! So technology is a problem we’ve already solved.

The next problem is design. This is about how you physically integrate 
new technology into an existing system because every new technology is 
showing up into an existing set of market conditions or set of physical 
limitations it has to play in. Elon Musk was joking—maybe not joking, I 

don’t know—the other day about putting rocket boosters or thrusters on 
the back of the new Tesla Roadster. I don’t know if that’s something we 
could actually physically integrate into real-world systems as we use them 
today. I don’t know if rocket thrusters are really going to work in a car. But 
he’ll probably figure out some way to make it work. 

Electricity has actually been quite resilient in a lot of ways in integrating 
new technologies. If you look at the growth of our industry, we have seen 
not only rural electrification, but we’ve seen the introduction of things like 
nuclear and, of course, renewables. This industry has actually grown quite 
well as it relates to being able to bring new technology in. Now we’re dealing 
with the most significant transformation, which is integrating intermittent 
resources, and this is a first for the industry. 

Looking at the two things that are necessary to make it happen, storage 
is going to be a big piece of it, and the other piece of it is going to be software. 
One: can we physically manage electrons more effectively by storing them 
in intermittent resources? Two: can we leverage software to more optimally 
manage load?  Managing load, if you think about it, is far more complex 
than managing the generation side because the generation side is maybe 
hundreds of points on a system whereas load is thousands if not millions of 
points on the system. Our ability to more granularly understand what’s 
happening at the load level, to institute price signals and controls, all that’s 
enabled by software. 

The design side, I think, is something that’s also imminently achievable 
and, while a barrier, I think we have the technology that we need both from 
the physical side of it as the price of storage comes down, and the software 
side of it, to manage that sort of physical integration to 50, 60, 70, 80 percent 
renewable penetration. 

Opening Keynote: The future of renewable energy sourcing
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Opening Keynote: The future of renewable energy sourcing

“It’s very clear that we’ve built a better mousetrap...Renewables have won.  
It’s the least cost in almost every situation all over the world whether you’re talking  
about wind and solar versus coal or natural gas or nuclear. That part is solved.  
But that’s just part of our challenge.”
—Brian Janous, general manager of energy strategy, Microsoft

Considering the speed at which things are changing. I would say anyone 
who’s building a renewable plant might want to pay attention to cost curves 
because this is a pretty disruptive time. We’ve never as an industry 
experienced a time where you have the cost of the leading technologies 
dropping, because the cost of solar has been coming down for years. When 
it was falling from $750 per mWh to $450 per mWh, it didn’t really matter 
that much. But, when it falls from $70 to $40, or it falls from $40 to $20, 
that’s disruptive for everybody. This is the chief concern I have and I think 
it’s the most significant barrier that we have as an industry: how do markets 
evolve to take into account this entirely new world where the cost of these 
technologies continues to fall and create significant disruption in wholesale 
power markets.

For the first time, we have a relatively material penetration of zero marginal 
cost energy. Our wholesale markets weren’t designed for that. They were 
designed to price everything on its marginal cost to operate so that you would 
have a nice bid stack. But, when you start throwing in a lot of zero marginal 
cost energy, that creates a lot of disruption for the wholesale power markets. 

Those are real challenges that this industry has to wrestle with. And 
fortunately, FERC is attuned to that. They keep getting distracted by 

resilience but I think they see that this really is their chief challenge, which 
is how do we continue to evolve wholesale power markets so that we value 
flexibility appropriately so that we open up the markets to really accept this 
transition because it’s going to happen. But that barrier of markets is 
probably the most significant one and the one we should be the most 
concerned with. 

To sum up the core barriers: technology—I think we’ve solved that. 
Integration—I think we’ve pretty much solved that, too. Markets— 
nowhere close. We’ve got a long way to go for how markets need to keep 
pace with changing technology. Then, on the transactional side, it’s about 
how we better understand the risks associated with these deals, how we 
better value those risks and then understand how they can be allocated. 
How do we take these contracts and radically simplify them so that  
you can go from what it is today maybe 40 or so different companies  
that have actually done these types of deals to 400?  That’s where we  
need to be in a few years. We’re not going to get there with the  
instruments that we have today. It’s really simplify, simplify, simplify.  
That’s going to be the key to accelerating where we need to go as an  
industry. 



SmartEnergyDecisions.com | 7

Panel: Innovation in utility green  
tariff programs

Ryan Kiley, 
director of 
product 
development, 
Consumers 
Energy

Will Einstein,  
director new 
product 
development, 
Puget Sound 
Energy

Grant Wilkerson, 
director, 
marketing 
strategy and 
comp, Westar 
Energy

Moderator: 
John Failla, 
founder and 
editorial director, 
Smart Energy 
Decisions
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FAILLA: In terms of your most recent green tariff programs, tell us about 
the journey that each of your utilities has travelled in getting to where you 
are today. 

EINSTEIN: I think what’s interesting is that all three of us have virtually the 
same roles and they probably didn’t exist five or 10 years ago inside of our 
utilities, which is thinking about new business models, new opportunities, 
new things that we could do to serve our customers. In our particular world 
that means solar, electric vehicles, renewable rates and programs,  
smart lighting and other business models that we can use to grow the  
utility, but also better meet the needs of our customers and what they’re 
looking for. 

I would say that the most interesting piece is really finding out that our 
customers wanted more specificity around source. They wanted to buy in 
larger quantities. They wanted to green up their entire portfolio. Over time, 
as we ended up in conversations with more and more of these customers,  
we began to find that there was some really strong interest in how this  
could fit with what the utility wanted to do and what it wanted to offer.  
We put our renewable rate, which we call our Green Direct Program, 
through our regulatory process about two years ago. We’ve fully subscribed 
the first phase of the project and we’re working our way into the second 
phase of our projects now with close to 75 average megawatts of renewables 
that we’re aggregating. 

 KILEY: Even though it sounds obvious, I think this is a fairly new path for 
a utility, starting with the customer and what their needs and wants are and 
then coming back and trying to design something to fit that rather than the 
reverse, which I think was the way it happened maybe even five years ago. 
For us, that meant taking a step further and making commitments to 
customers before we knew what we could even do. We didn’t know yet how 

we would do it. We didn’t know how we’d get it approved, we didn’t know 
how we’d get the internal momentum behind it to make it happen, but we 
told our customers we’re going to find a way. And, frankly, it took our senior 
executive team putting that out there, making those commitments and then 
building that internal momentum to actually make it happen. We spent 
about a year internally coming up with the requirements—how do we 
package it, how do we put it together, how do we source it—and then it took 
another year just to get it approved. It took almost as long to get that 
regulatory cycle through that it did to put the product together itself. 

WILKERSON:  We also had a similar journey. We started out very simple 
with green RECs. We offered those to customers and part of that journey is 
always by the time it takes to develop the program, by the time we run it 
through our regulators, anything that we get approved has started probably 
18 months ago, so you’re always kind of in a catch-up mode. Currently, we 
have a program where our customers can buy directly into community 
solar. We have a green rec program, a wind program, and we’re expecting 
approval here in the next month of a green renewable wind program where 
it’ll actually replace the fuel on the customer’s bill. They can choose what 
percent they want to be green and it actually replaces the fuel component of 
their existing bill and comes in at a lower rate than the current bill. Now, it 
also comes with a 15- to 20-year commitment. That’s the latest evolution of 
our green programs. 

FAILLA: If customer engagement and partnership is key, what advice would 
each of you have based on your respective experiences? 

WILKERSON: Have an idea of what your must-haves are and what your 
give-and-takes are. We had some customers come to us and said, I’ll pay a 
premium but I only want three-year commitment. We had other customers 
who said, I don’t want to pay a premium but I’m willing to sign a 15-year 

Panel: Innovation in utility green tariff programs
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Panel: Innovation in utility green tariff programs

“Pilots are a great way for utilities and customers to work together. Think through, if you 
have a new idea, what is it that you’d be willing to do to partner with the utility and to create  
that pilot opportunity?”
—Will Einstein, director new product development, Puget Sound Energy

deal. You’re going to go in and say, these are things I have to have or I can’t 
do the program. Understand what those are when you go in to talk with the 
utility and take other customers with you if you can. The more you can get 
a consensus of what the program needs as must-haves, the easier it is for the 
utility to say, okay, under those parameters we can try to do something like 
this. Be involved in that process. Don’t be afraid to go to them and say, these 
are the things that make it work for us. 

EINSTEIN:  That was very, very helpful to us because we had two corporate 
customers who are what I consider launch customers and then a governmental 
entity that was very formative in helping us work this through. It was very 
similar to what Grant said, where it was an iterative conversation and that’s 
why it was successful. We were literally in their office every four to six weeks 
asking, would this work for you? We’d get feedback and go back. But also, 
they needed to understand that we had to work within parameters that we 
couldn’t stray too far from or risk the opportunity for approval. 

The second thing I would say is that some companies in the room have 
done things that are much more pilot-oriented. Pilots are a great way for 
utilities and customers to work together. Think through, if you have a new 
idea, what is it that you’d be willing to do to partner with the utility and to 
create that pilot opportunity?  A lot of times I think utilities get a little bit 

stuck trying to design this big perfect entity and certainly when you get into 
a full-blown regulatory conversation about a tariff and what that entails and 
how it’s justified and how it’s not going to hurt anyone else, it’s hard to think 
incrementally. I think pilots give us the opportunity to look at ways in which 
we can work together on smaller projects that maybe have the opportunity 
to scale up going forward. There are ideas like energy storage demonstrations, 
how do value streams and business models work?  Those are the kinds of 
things that scream for the opportunity for a pilot and that’s where I think 
our regulators demonstrated they have the most flexibility to let us create 
some examples. 

KILEY: When I hear that statistic (from a Smart Energy Decisions survey 
showing a third of the customers hadn’t even talked their utility about 
renewable energy), I cringe because that shows we have not created an 
environment that is conducive to partnering and working through a 
solution together. Shame on us for not having done that right. Obviously, 
come talk to the utility, voice your concerns, voice your needs and your 
wants. For the utilities in the room, we need to do a better job making our 
customers understand that that’s going to lead to something and we’re going 
to listen and we’re not going to respond immediately with a no. We’re going 
to respond first with yes and then figure out how to do it. 
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Keynote: A supplier’s perspective on the 
future of renewable energy sourcing

Matt Walz,  
CEO, REC Solar, a 
Duke Renewables 
Company
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In a business model, if you don’t evolve, you’re going to be extinct. You 
can see it in markets that had dominant players setting the tone. Look 
at Yellow Cabs—20 years ago it was the market leader for getting from 
one place to another. Borders had a fantastic experience, it had a 

wealth of products, it had a bigger store. It was the market leader in books.
The present is a lot different. Lyft is a great example versus the Yellow 

Cab Company, where you can see—very similar to the energy market—
three things that drove them forward. Customers wanted it cleaner, they 
wanted it cheaper, and they wanted more control. If you think about what 
Lyft or Uber brought to the market, they gave you the ability to control 
when you got picked up. Usually, it is a cleaner experience and it tends to be 
cheaper. They did that because they were able to bring together new 
capabilities that were available in the market, set an experience, raise the 
expectation for consumers in the market, and tap into what customers 
wanted. You can think about Lyft vs. Yellow Cab, Borders vs. Amazon. And 
I think about Duke Energy. 

I want to share my perspective as an employee. Fourteen years ago the 
word customer wasn’t used. It was ratepayer. Today, customer is front  
and center inside Duke Energy. Fourteen years ago investments were 
focused around new generation. Today I see our investment strategies and 
investments around three areas:  Modernizing the distribution system, 
clean technology and clean generation, and investments in customer-driven 
solutions. It’s all to give customers more options within our service 
territories to get what they want out of their energy needs. 

Darwin said it really well: It’s not the strongest that are going to survive, 
it’s not the most intelligent—it’s those that adapt to change. I think that’s 
the case in all of our industries. Everybody in this room is sitting in an 
industry that’s evolved over time. You’re going to stay relevant by adapting 

to that change. So, if the critical success factor is adapting to change, the 
fundamental questions to ask about energy or your markets is: what’s 
changing and what do I need to adapt to? 

Let me talk a little bit about the energy markets and my perspective.  
I’m going to talk about the evolution of what’s possible and then the evolution 
of what’s expected. When I look at the energy markets, and this starts in the 
1890s, at most of the Duke Energy’s renewable businesses, whether it be in 
the Midwest or the Carolinas or Florida, you had a centralized generation, 
you had one standard offer for everybody, and you had a hundred years of 
an evolution around three components: safe, reliable and affordable electricity. 

In the last ten years, renewable energy has exploded the options on the 
clean energy front to move the needle to that fourth pillar, being cleaner. In 
the last five to ten years you’ve seen this explosion of options, whether it be 
behind the meter solar, storage, microgrid. Then there are factors outside of 
energy like digital technology, digital communication, cloud computing, 
the Internet of things. All these things are out there right now at the cusp of 
transforming an industry that for a hundred years was very similar year 
over year. 

For energy buyers striving to transform their company’s energy usage 
and deliver on very aggressive sustainability goals, what is possible now is 
really exciting and you should understand that the options for you in the 
market are pretty wide. There’s a lot of possibilities and a lot of ways to 
tailor this to what you want to do and to what your organization wants to 
accomplish. 

The second driver out there is what’s expected. I think the bar for what is 
expected in the market is continuing to go up and it will continue to go up 
at a faster and faster pace. I put these in three buckets. One is competition—
if you are not advancing your energy strategy and your sustainability goals, 

Keynote: A supplier’s perspective on the future of renewable energy sourcing
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Keynote: A supplier’s perspective on the future of renewable energy sourcing

“Darwin said it really well: It’s not the strongest that are going to survive, it’s not the most 
intelligent—it’s those that adapt to change. I think that’s the case in all of our industries.”
—Matt Walz, CEO, REC Solar, a Duke Renewables Company

I can tell you, your competitors are. You’re here so it probably means it’s the 
people who aren’t here that aren’t advancing their energy strategies. By my 
measures, whether it be those signing up for the RE 100 or those participating 
in conferences like this, the bar is going up and I think that puts pressure on 
and raises the bar for the overall industry and the overall markets to rise to 
the occasion.

The next bucket is advocacy, which is driving higher expectations, 
whether it be consumers of your brand, investors, and stakeholders in your 
company or organization, or your employees. If you don’t think that hiring 
good employees isn’t tied to having a meaningful impact in the world and 
having a clean and clear sustainability plan, you’re missing out because I 
think employees of today, younger generations of employees, are looking for 
sustainability and a real commitment from the organizations they work for. 

Also emerging is a rising trend towards resiliency. I think that comes out 
of the northeast with the storms like Hurricane Sandy. People saw the 
impact that had on their energy footprint and recognized the risks around 
their critical infrastructure. Look for that resiliency trend to continue 
whether it be storage, fuel cells, or certainly microgrids. Those combined 
are going to drive the market forward. 

My framework for the energy markets is really around what’s possible 
and that’s popped open here in the last five to ten years. I think it will 

continue to evolve with more and more options, raising the bar of what’s 
expected in the market. 

There are a number of different companies that I admire for what they do 
as organizations. I will tell you, every one of them has sustainability goals 
that they’re delivering on and every one of them is doing it differently. So, 
the message to you would be, from my perspective, don’t walk into someone 
else’s solution. Be creative, be thoughtful, be curious about what you want 
to accomplish and how it connects to the overall strategy of your 
organization. Then go with your own route that finds the right smart 
decision for you and your organization. 
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Keynote: The path to 100% RE: 
Salesforce’s blueprint for success

Patrick Flynn,  
vice president, 
sustainability, 
Salesforce
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I’m head of Sustainability at Salesforce, which means my team and I 
think all day every day about the intersection between Salesforce and 
the environment. That’s more than just renewable energy, but today 
we’re going to really hone in on that part of our strategy. 

Personally, to me, climate change is the biggest, most important, most 
captivating challenge humans have ever come across, and we’re essentially 
out of time. We need every institution from the government to the private 
sector to the public sector, everyone to pull on the yoke as hard as they can 
in all the ways that they can right now. And I’m totally hooked on figuring 
out how to do that together. Thankfully, business is an incredibly powerful 
platform for change. 

Salesforce thinks about not just shareholders, but all stakeholders: 
communities, employees, our partners, or customers. And we’re seeing an 
evolution in our stakeholders in the way they think about business as a force 
for good in the world. 

Even shareholders are now thinking about things beyond financial 
performance. ESG—Environmental, Social and Governance—is the 
number one proxy topic and the fastest growing proxy topic in the world 
right now. Larry Fink, CEO of Blackrock, the world’s largest money 
manager, issued an open letter to all of his CEOs in January 2018 telling 
them that they need to start accounting for societal impact of their 
companies.

At Salesforce, we think of the environment as a key stakeholder. And we 
know that when the environment goes wrong, it’s those with the least who 
suffer the most. Climate change disproportionately impacts our most 
disadvantaged communities, it amplifies global inequality, and so our 
environmental strategies are also embedded with equality strategies 
wherever we can. 

How does Salesforce think about our environmental strategies particularly 
in light of climate change?  I think the best sustainability strategies start with 
a reflection on what your business is and what you can uniquely offer to the 
marketplace, to the systems of which you’re a part. Any good sustainability 
strategy should really be adapted to the company that you sit in. A good 
sustainability strategy should start within the four walls of the company. 
You need to get your house in order first and over time your focus should 
expand to think about how to leverage the opportunities outside of your four 
walls. So, if you look at us from operations to supply chain, public policy and 
advocacy, for our products and technology and our resources, we do what we 
can internally, but then we also look at where we can amplify things 
externally. 

Zooming in further on climate change, renewable energy, and carbon 
mitigation, we have a three-step iterative process. It starts with avoiding.  
The technology platform that came to be known as the Cloud originally was 
called the multiple-tenant architecture. That was 50 times more energy- 
and carbon-efficient than traditional on-premise software, so customers 
choosing Salesforce already had avoided emissions and our technological 
choices over the history of the company have yielded a lot of avoided 
emissions. It also extends into site selection. 

Then, we’ve got an operating footprint and we think about reducing 
emissions within the four walls of our operation. Two-thirds of employees 
at Salesforce show up to our Green Building Certified spaces every day for 
work. And then there’s offsetting: whatever footprint we can’t avoid or 
reduce, we think about our part to play in offsetting those emissions either 
through renewable energy activity or carbon-related activity. 

Here’s where we are on our journey. Back in 2013, Salesforce was one of 
the first companies that agreed to a 100% renewable energy goal for all our 

Keynote: The path to 100% RE: Salesforce’s blueprint for success
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Keynote: The path to 100% RE: Salesforce’s blueprint for success

data centers. In 2015 we expanded that beyond our data centers to all of our 
operations, and we also made a net zero 2050 pledge. Shortly thereafter,  
we announced two virtual power purchase agreements, one in Texas  
and one in West Virginia. In early 2017 we announced that we had achieved 
our net zero 2050 goal and that we were delivering all of our customers  
a carbon-neutral cloud. In June 2018 we announce that our three office 
buildings (Salesforce East, Salesforce West and Salesforce Tower) at the 
heart of our global headquarters in San Francisco are now sourcing 100% 
renewable energy and in motion to achieve LEED Platinum certification, 
the highest possible achievement.

How do those all fit together?  What started as a goal for 100% renewable 
energy in our data centers in 2015 expanded to a renewable energy goal for 
all of our operations. This is electricity and an electricity specific goal. Now, 
electricity is most of our carbon emissions, most of our footprint. So, 
achieving this does most of the work to any of these other bigger goals. 

Net zero was to offset all of our Scope 1 and Scope 2 emissions, You’ve got 
non-electricity related emissions from things like offices and data centers, 
natural gas, refrigerant leakage. And you’ve got, in our case, a small number 

of owned and operated assets. We don’t own any of our data centers and we 
only own one of our office buildings. So, all of this work that we’re doing 
has the added complexity of working through a vendor, but also the added 
opportunity because when you lose some of the direct control, you gain a 
lever that can really help multiply your impact.

And then, finally, the carbon-neutral cloud includes all of our Scope 1 
and Scope 2 emissions and the relevant Scope 3 emissions that have to do 
with the service of our cloud technology. So, you’ve got areas like the 
production of the IT equipment--the servers, for example--the electricity 
involved in network transmission to get the data to your mobile device, 
managed hosting, AKA public Cloud, the creation of the energy, the  
product use itself. The energy that goes into a customer charging their 
mobile device at night so that they can access the Salesforce platform  
the next day? We take that into account, along with the transport of our 
data center related staff to and from the data center operations. 

What we’ve tried to do is wrap a comprehensive environmental strategy 
and be very comfortable when we tell any customer that they’re use of the 
Salesforce platform is carbon neutral. 

“I think the best sustainability strategies start with a reflection on what your business is 
and what you can uniquely offer to the marketplace, to the systems of which you’re a part.”
—Patrick Flynn, vice president, sustainability, Salesforce
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market price risk for renewables
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FAILLA: Thinking about the whole topic of risk management, talk to us 
about this notion of forward market price risk. What are the key elements?

FLANAGAN: Anyone that’s been active in this market knows about third-
party forecasts and the basic elements that go into determining the  
forward prices. There are hundreds of different variables that determine a 
fundamental view including natural gas price, generation retirements, 
carbon price and then there is the shape risk. When Constellation  
assesses a project we have our internal view but also compare to third party 
views. One of the big topics around price risk that has been in discussion for 
the past couple years is the basis risk or transmission congestion risk that is 
outside of a third party fundamental forward price curve. From our 
perspective, we look at basis risk both from the generator busbar to the 
generator settlement hub and then also from the hub down to the load zone. 
The other risk outside of the third party forward price curve that has not 
been talked or in project valuations is how does a variable renewable 
generator resource  affect spot power prices on an hourly basis.

FAILLA: Tell us a little bit more about that. What are the impacts around 
renewable generation on hourly spot power prices?

FLANAGAN: I don’t believe this risk has an industry accepted term.  
We at Constellation refer to it as variable generation risk. Others might  
refer to it as negative co-variance risk. Those in the room may be familiar 
with a variable load risk. For a retail energy user that has a fixed price 
contract, Constellation as the retail energy provider prices out and wears 
this risk. If the load is higher in any one hour and the price on the spot 
market spikes, we are only being paid the fixed price—we wear that price 
risk. The same hourly price risk can happen on the generation side as well. 
When the wind blows and the project is generating does the price at  
the generation hub decrease and if so how much and how do include that 
effect into your valuation. The issue is: does over-delivering or under-
delivering in any one hour affect the spot power price? And if so, what does 
that impact?

Q&A: It’s complicated—Assessing market price risk for renewables
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“There are hundreds of different variables that determine a fundamental view including natural  
gas price, generation retirements, carbon price and then there is the shape risk. When Constellation 
assesses a project we have our internal view but also compare to third party views.”
—Tom Flanagan, senior originator, wholesale origination, Constellation

FAILLA: Up until this point the focus of the conversations have been around 
basis risk and there hasn’t been much discussion about this renewable 
generation effect on spot power prices. Why do you think it’s increasingly 
being discussed and where do you think the conversation’s headed?

FLANAGAN: I think there are a couple of issues. One is that developers—
which, as mentioned, I was for many years—don’t know about this risk.  
I didn’t understand it at first but have come to realize its effect on a project 
valuation. Developers aren’t actually trading or managing positions in the 
wholesale electricity market and—not in a negative connotation—neither 
are the brokers and consultants in this space. Many of the players in this 
space haven’t actually managed a variable generation resource for any 
period of time and therefore have not been affected. Constellation, as a 
major wholesale market participant and owner of renewable assets, has 
been managing this variable generation risk for many years and has a great 
appreciation for the underlying price risk and effect on the forward price 
assumptions.

The other issue is, the effect of renewable generation on hourly spot 
power prices may not be as prevalent in certain markets because the 
concentration of renewables has not hit a level that makes a difference.  
This risk is very dependent upon the type of renewable technology,  

it’s location and what the current and future renewable penetration is 
in that certain market. As more companies take on renewable PPAs and 
start to see this risk materialize I think it is good it is starting to be talked 
about more.

FAILLA: As the corporates that are here are evaluating projects and 
opportunities, how should they go about managing elements of risk?

FLANAGAN: I think there are three takeaways. One, this is an unhedgeable 
risk. You can’t stop other renewable generators from putting more on the 
system in a certain area and having a negative effect on future hourly spot 
prices. However, you can have somebody else help price this out and wear 
this risk for you. Two, make sure that you at least price in a mean value of 
this risk into your forward market price valuation which is outside of any 
third party market curve. This is part of the issue with a VPPA that certain 
companies are starting to realize. In the shoulder months, the variable 
generation risk can be more prevalent but you should at least price in a 
mean value associated with this risk into your underlying forecast or the 
model that  you’re  using to value a project. And finally, make sure that 
you’re working with somebody, whether it’s a developer, consultant or a 
broker, that understands this risk and can help you price it into your 
underlying valuation. 
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What’s so special about universities? First of all, the students. 
We don’t like to call them our customers, but that’s what 
they are. And those students actually push us in a 
direction that’s very, very definite towards being more 

friendly to the environment because they have much more future in front of 
them than what we do.

Then there’s faculty. Out there we’re thought of as very progressive, but 
that only goes for the social part. Fiscally, we’re incredibly conservative 
because typically a faculty member earns less—especially in the technical 
sciences and engineering—than what they could do out there, say, in Silicon 
Valley. And why are they happy with earning less? There’s higher stability—
tenure helps with that. So we’re extremely fiscally conservative as faculty.

This morning we talked about vacancy risk for commercial real estate. 
There is no vacancy risk for large universities. Typically, we own all of our 
buildings. MSU has over 500 buildings. More than a hundred are  
major instructional buildings that you went to when you took classes, but 
there are many others. We have 5,200 acres of contiguous area and we have 
property in every county in Michigan. That’s because we have a large 
agricultural college and a lot of farmers will leave their farms to Michigan 
State University.

We also have a much longer lifetime than almost anybody’s company in 
this room. We were founded in 1855. And, you know, that’s fairly young. 
European universities tend to be 500, 600, 1,000 years old. We’re not going 
to go away, unlike tech companies. Remember, AOL was once the biggest 
company in the world. When you have a very long life expectancy, you can 
think about much longer-term deals than others in the room.

MSU has been proudly and happily micro-gridding—that’s a new term I 
invented—since 1894. There was no electricity around us. MSU originally 

was a swamp and part of the student tuition was uprooting trees and making 
space for the buildings, and then these buildings were heated with wood 
stoves. When some of them burned down we built a general central boiler 
house and got steam to the buildings. Then in 1894, we had partial electri-
fication. Ever since then we’ve made our own electricity and that has a lot of 
advantages and some disadvantages, too.

For the first 50 years or so we were all wood-fired and then we had a 
railroad connection that allowed us to bring coal onto campus. Two years 
ago we stopped burning coal altogether and went to all natural gas.

In 2010, some of us got together and we tried to have a long-term vision for 
what our energy portfolio should look like and how we can transition to 
100% renewable energy. We made intermediate goals for campus renewable 
energy fraction and greenhouse gas reduction. It was approved in April 2012.

Our emissions reduction was actually the easiest part to accomplish 
because we switched from a purely coal-fired power plant that we still had 
in 2005 to March 2016 when we got rid of all coal and completely went to 
natural gas. Rule of thumb is that when you burn coal to make electricity, 
for each KW hour that you generate you put two pounds of CO2 in the air, 
and for natural gas it’s only 1 pound. So, that fuel switch saved us 500 
million pounds per year which is the environmental impact of planting half 
a million trees per year, and that’s something that all of our renewable 
energy efforts combine can only equal but never better.

Governor Snyder likes to say that the greenest energy is the energy that 
we do not consume. I hope we all agree with that. So it makes sense to invest 
some time and effort into this. We partnered with GE to the have this GE 
Spartan Treasure Hunt and we shamelessly copied from Toyota, who does 
the same thing. GE went building by building through 25 of our major 
instructional buildings, 4.5 million square feet, and we partnered our 
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“Governor Snyder [of Michigan] likes to say that the greenest energy is  
the energy that we do not consume. I hope we all agree with that.”
—Dr. Wolfgang Bauer, distinguished professor and senior consultant, Michigan State University 

facility specialists for heating and power and elevators and what-not with 
the students and faculty and staff of the buildings. In some of them, there 
were very little changes. For example, in one office the two secretaries that 
were sitting in there, in the summer they were wearing ski coats because it 
was so cold from the air conditioning and nobody could figure that out 
why. When we went through there, we saw the laser printer was right under 
the thermostat. That laser printer released a lot of heat, so the thermostat 
goes, oh, it’s too hot in here and made it into an ice box. Move the laser 
printer—it didn’t cost anything but saved a lot of energy. When people just 
got together over the weekend and discussed these things that had very 
surprising results and it resulted in huge energy savings. I convinced the 
president to leave half of the savings for each item that we found with the 
departments, which motivated them to find all kinds of additional savings.

Let me talk you through the decision tree that we went through in our 
renewable procurement for an installation that was just finished last 
December. The first question is, do you want virtual or physical? My 
personal bias is I want a physical asset. Especially I don’t want to just buy 
RECs because RECs, to my mind, are like the indulgences that the Catholic 
Church used to sell 500 years ago to forgive you your sins. Hey, you know 

you’re consuming fossil fuel energy, but you’re buying those RECs so you’re 
good. I don’t think so. So, okay, we wanted physical assets.

The next question is, do I want to go small or big? Well, this is America, 
so we’re going big. Then, onsite or offsite? Michigan has only limited open 
retail access, only 10%, and if you’re not in the queue ten years ago, you 
don’t even have to think about it. So, we could not do anything offsite. Only 
onsite was on option. But, fortunately, we have 5,300 acres or so, so that’s 
plenty of space.

Next question is, should we own the asset or should we sign a PPA? And 
you all know about investment tax credits. Well, as a university, we don’t 
pay taxes, so that’s not available to us. That biased us in favor of a PPA.

And then which type of renewable—wind, solar, hydro, bio? We had 
done a bio just before. The Red Cedar River just doesn’t have enough oomph, 
it’s fairly flat land, there’s really no slope, so we couldn’t generate enough 
energy out of that for hydro. We can do wind but we went with solar and 
solar has the obvious peak shaving advantages. And we’re still not done in 
the decision tree because you can ground mount it. Our college of agriculture 
fought me on the ground mount and rooftop was not cost effective.  
So, we went with a carport. That’s my decision tree. 
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The traditional journey for corporates in RE sourcing has been to test the 
waters with RECs, then do onsite solar, then PPAs or VPPAs. Fifth Third 
Bank, on the other hand, used a “go big or go home strategy” with a single 
solar PPA to get to 100%, announced in March 2018. 

HASSELL: It’s important to realize this isn’t something we just started 
working on in 2017. We started making renewable energy part of our 
internal discussion in 2010 by purchasing 2% renewable energy certificates. 
We increased that to 30% a couple of years later. Even as we were doing that, 
I started telling people, hey, annual REC purchases are not where we want 
to end up. There’s much more that we can do, that we should do.

We kept purchasing RECs, but we tried to bring more people into the 
discussion about how to go further. We had our first PPA meeting in 2014 
and it struck people as too complicated. So, okay, this is a little complicated, 
this is going to take a little while, let’s keep working at it. In 2016 we had 
some reorganization changes, some new allies for me to collaborate with 
and that’s when people said, hey, this is cool. Let’s try to figure this out. 

We started working with Schneider in late 2016 and as we were trying to 
figure this PPA story out, we also had the support of those same allies to set 
our first public goals. We have landfill, waste water, energy, greenhouse gas, 
you know, all very important goals that we didn’t have previously. But, we 
said, look, we also want to set this 100% renewable energy goal because 
we’re trying to be a leader. We’re not going to set goals that just catch us up 
to our peers—we want to get to 100% renewable power also. 

ROYAL: This shows the progression of dipping your toe in the water, of 
buying RECs. I think in general in this industry, RECs get a bad rap as an 
unbundled product, but they’re a very useful tool that can be used if your 
ultimate goal is to get to 100%.

HASSELL: It was definitely an important part of us creating an internal 
narrative that this is who we are. It takes a long time to push communications 
out to your employees as well as your communities—being able to put that 
in our CSR report every year, being able to remind people, hey, we purchased 
this in the past, we’re going to have to purchase it again, getting people to 
start to budget for it, getting people to say, oh, yeah, this is a commitment 
that we have to continue. Then, because of how things have evolved we were 
able to say, hey, that expense that you’ve been paying for since 2010, well, let 
me tell you, we might have a way to try to reduce that expense and have a 
different story.

For the Carbon Disclosure Project (CDP), the benefits are mostly on the 
indirect side. As we had internal discussions, we focused on multiple 
benefits that we thought we could get out of this kind of a transaction. On 
the reputational side, this would obviously help demonstrate that we were 
an environmental sustainability leader. We wanted to show socially 
responsible investors we’re driving change within the organization, and 
have our customers and employees see that. For me, the benefits are mostly 
on the indirect side. We would be able to reduce our market-based emissions 
through this PPA, but what was valuable was engaging all these internal 
stakeholders, risk management people, mid-management, executive 
management—being able to engage those people on a positive story and 
one that actually relates to a business that we’re in. On the environment 
side, obviously creating a new additional project was really important, and 
explaining additionality to people was important. On the economic side, we 
could reduce the expense for the RECs that we’d been buying, not a big 
expense but another part of the story. And then again, it helps raise 
awareness about the businesses that we’re already in. We’ve loaned $2 billion 
for solar and so this was a nice way to help plug that line of business and 
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“One of the most exciting and unanticipated parts of this process was  
to see how many of our employees wanted us to succeed.”
—Scott Hassell, director of environmental sustainability, Fifth Third Bank

raise awareness because, again, one of the biggest challenges is, do our 
employees know that we’re doing this? Do our employees know that this is 
who we are? And you’ve got to really focus on that communication. And 
finally, it also provides a partial hedge for our electricity spend.

ROYAL: Obviously there’s external reputation with respect to Fifth Third 
and your image and the brand but there’s also the internal reputation that 
you touched on. For the folks in the room that are internal champions and 
potentially going down this path or are interested in it, what was it like 
personally with the number of stakeholders that you had to get on board? 
As a financial institution, it was an internal approval process that was 
significant, right?

HASSELL: One of the most exciting and unanticipated parts of this process 
was to see how many of our employees wanted us to succeed. This is 
obviously a complicated, cross-cutting, innovative thing to do within an 
organization and in order to make it happen there does need to be someone 
to drive it, and everyone’s got a day job or two or three. Part of what was so 
inspiring was people who have those constraints on them, when I reached 
out to them about this, they made time because they knew it was important 
and they knew that they had a skill set that could help solve a unique 
problem. It was amazing to me to have all these people start accepting 
invites and rescheduling their other meetings to figure out to make this 

happen. You think, okay, this is real. This organization is trying to change 
and this is the great way to pull everybody on and make it happen.

We had a core team of four people that handled all the internal coordination 
and communication. It was me from our corporate responsibility department 
at the time, our facilities group, our sourcing group, and then about halfway 
through we added a project manager, someone who could help navigate the 
approval process. This is an innovative thing and so there’s not really a 
handbook about how you get something like that approved, so she became 
my key partner in figuring out who the people are that need to approve this 
and who’s going to be in the room with the CEO when we present to him and 
how do we make sure that everyone in that room knows everything they need 
to know. When that meeting happened, I did the main presentation but 
everyone else did all the Q&A and answered the CEO’s questions and gave 
him the confidence to say, yep, let’s go forward with this. 

The core team was really important. Our executive sponsors were really 
important, and Schneider Electric was incredibly important. Every question 
that I had I could send to them and they’d get back to me, so that was really 
helpful. On the internal stakeholder side, it took a long time to figure out all 
the right people and it still grows. I feel like every week I add another couple 
people. By the time we signed the PPA in December we had 65 people on the 
e-mail distribution list. Nobody ever asked me to take them off this list. 
They all wanted to know what was going on. 
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FAILLA: In this session, we’re going to hear from two people who have 
helped drive the development of an important new green tariff program. 
Rob and Sam, tell us about your respective experiences in helping drive and 
develop the green tariff program with Consumers Energy. 

THRELKELD: Michigan is where GM headquarters is located so we have 
great relationships both with DTE and Consumers and we’ve been talking 
with Consumers for quite some time around the renewable space. As a large 
buyer of electricity from our Michigan utilities, we have routine meetings 
with them. In years past it was around reliability and cost, but it’s moved 
into the areas of sustainability—especially about what we can do to advance 
renewables—and the technology associated with electrification on EVs, as 
well as our procurement activities. We had some initial conversations with 
Consumers starting down this path of a green tariff. Early on, Consumers 
was trying to understand what companies were looking for in this space. 
Having that conversation and advancing the needs and interest on our side 
with our key account reps and the leadership at Consumers was important. 
I think what really moved the needle was having a disrupter, Switch, come 
into the state and start to look at things differently. How do we look at 
dealing with existing load customers that we’ve got a long-term relationship 
with, as well as with new load customers within a state, Michigan, to come 
up with a framework that works for both? Switch reached out to us—I’ll 
give them credit—to talk about how we can work together to really evolve.

CASTOR: For us, Michigan was our first foray outside of Nevada in the U.S. 
That’s where we backed the constitutional amendment to break up the 
monopoly there. So, I’m sure that creates a different effect when you walk in 
the room. I think the reality is disruption is what’s coming. Most people 
have felt it at some level in their life with something they touch where they’ve 

seen change happening. Energy is not going to be shielded from that. The 
world is going to continue to rapidly change and if we can ride the wave, 
then it’s fantastic. If we can’t, we’ll be crushed by it. That’s what we’re trying 
to be careful about as well. 

FAILLA: You hear so much about tech companies going into new markets 
driven by energy policy in those areas. This is a situation where a tech 
company has reached out to a large incumbent and said, let’s get this thing 
done together. What did you learn? What might you do differently in 
another market if you were to do this again? 

CASTOR: I would say that having open, honest dialogue with people is 
always extremely valuable. If we’re going to do this in other locations, it has 
to be approached that way. It’s so easy for people to re-entrench themselves 
in their current model and when I say people, I mean monopolies or utilities. 
It’s so easy for them to say, hey, this is the way we’ve always done it; there’s 
no reason for us to change. People end up siloed in their own schools of 
thought. The only way we can effectualize broader change nationally is 
through dialogue and collaboration. We were able to do that with GM and 
with Rob and with Consumers.  

THRELKELD: I’ve had discussions with other utilities and what we need to 
have is this kind of integrated sustainability plan strategy. You know, we’re 
all aligning around our sustainability commitments as companies. You can 
be 100% renewables tomorrow, but if we’re not moving the whole entire 
trajectory of the grid to a greener grid, then we’re all going to struggle to get 
there. How do we best educate each other as technology is evolving in a way 
that we can enable this change to occur? I think that’s the dialogue that we 
really need, to basically walk into a room knowing that both of you, whether 
it’s a utility or other companies that you’re working together with, walk out 
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“I would say that having open, honest dialogue with people is always extremely 
valuable. If we’re going to do this in other locations, it has to be approached that way.”
—Sam Castor, executive vice president of policy, Switch

of there in a way that you’re both successful. Walk in with the approach of 
“how do I ensure that your business is successful and my business is 
successful in a way that drives that common knowledge?” 

FAILLA: Rob referred to Switch as a disrupter, which is probably putting it 
mildly.  I know it’s a badge that you and your colleagues wear with pride. 
Tell us a little bit about the Gigawatt One Project in Nevada, which is a 
really bold, exciting move geared not only to help your supply but also to get 
others on board including local school systems that will get pulled in and 
have their exit fees paid. 

CASTOR: For those of you who aren’t familiar with Nevada, there’s an old 
law that was created in the wake of Enron that allowed large corporate users 
to leave the public utility. They had to file an application with the commission 
and then go through an application process and pay an impact fee. Well, 
Switch paid $27 million to no longer be an NV Energy customer, which 
sounds socialist, not capitalist. We’re going to be able to pay that off because 
we’ve saved so much money. 

We recognize that the system in Nevada is on the verge of being 
irreversibly broken. Everyone in Nevada tip-toed around how corporate 
buyers and corporate consumers subsidized residential rates even though it 

was against the law. That has been happening for close to 40 or 50 years in 
Nevada. So, you have a mass exodus now of large corporate users in Nevada 
and you have residential rates that are 33rd in the nation, according to the 
Energy Information Administration. We look at Nevada and think we 
should have the lowest rates in the United States. There’s hardly ever a cloud 
in the sky and the temperature doesn’t go above 100 degrees most of the 
summer so we should have the best rates in the United States. 

Our focus is to build a gigawatt of solar and try to make that valuable for 
these large corporate buyers and then also go on to Gigawatt Nevada 2 and 
build another gigawatt for residential users. As we continue to try and help 
people take advantage of energy choice in Nevada, we want to make that 
available for them and we want to almost give it to them at cost. This is not 
a money driver for us, it’s about doing the right thing, lowering the rates. 

Now, it sounds little utopian and it’s definitely Nevada-centric. We’re big 
on Nevada. But the reality is that if we work together and find solutions,  
we could actually benefit the entire United States with policies that are 
aware of how to take advantage of the technology plus a national overarching 
policy. There are ways to make it better and we need to use the resources 
that we have. 
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