
Mr. / Mrs. MPP


MPP XYZ
Mailing Address
City, Ontario     

Postal Code
via email:  xyz@xyx.ca  
October XX, 2010

Mr. / Mrs. MPP,
Re:  OPA Feed-In Tariff Program - Biogas Limitations 
As a member of your constituency with an interest or investment in biogas, I request your attention to the Ontario Power Authority (OPA) Feed-In Tariff (FIT) Program with respect to specific provisions that are currently limiting biogas development. The attached document prepared by the Agrienergy Producers’ Association of Ontario (APAO) provides details on these provisions. The highlighted recommendations include the following:
· Increase FIT pricing for biogas per category to achieve the 11% rate of return.

· Adjust CPI escalation for biogas to 45% to keep pace with on-going operation and maintenance costs.
· Reinstate the RESOP clause on transmission and demand charges for the electricity required to operate a biogas facility. 

· Remove the provision for 80% of profits on Future Contract Related Products.  

· Allow the environmental attributes, or at a minimum the methane destruction credits, to be maintained by the proponent for biogas technology.

· Remove reference to the ecoEnergy Program. 
The above listed changes to the OPA FIT program are necessary to realize additional and sustained biogas development, to promote job creation in rural Ontario, to prioritize connection of such renewable generation facilities, to encourage research and innovation, and to benefit our environment (land, water and air).
As my member of parliament, I look for your support to further biogas developments by way of these changes and keep renewable energy part of the energy file in Ontario.  
Sincerely,

Insert name and signature

encl.
APAO Briefing Note re: OPA FIT Contract Provisions
Date:

June 17, 2010

Prepared By:
Jennifer Green on behalf of the Board of Directors
Regarding:
OPA FIT Contract Provisions
Issue

The introduction of the Green Energy and Green Economy Act was intended to promote and support the development of renewable energy and stimulate the economy, in part, by the creation of green jobs.   Biogas has the potential to contribute to each of these targets; however, several provisions within the Ontario Power Authority (OPA) Feed-In Tariff (FIT) Program are not satisfactory to support existing and continued developments of the biogas industry in Ontario. Specific provisions include:  i) FIT pricing, ii) Canadian Price Index (CPI) escalation, iii) transmission cost exemption under RESOP, iv) future contract related products, v) environmental attributes, and vi) ecoEnergy Program.
Key Messages

· FIT pricing for biogas need to be higher per category to achieve the 11% rate of return.

· CPI escalation for biogas must be set at 45% to keep pace with on-going operation and maintenance costs unlike other renewables.
· Transmission and demand charges for the electricity required to operate a biogas facility should not be additional costs incurred by biogas proponents. The previous OPA RESOP clause should be reinstated. 

· Biogas development has the potential for significant innovation opportunities and system improvements that will be hindered by OPA’s Future Contract Related Products clause. Reference to Future Contract Related Products should be removed from the FIT program.  

· Environmental attributes, or at a minimum the methane destruction credits, should remain with the proponent for biogas technology and the responsibility to authenticate the environmental attributes should rest with the entity that retains the rights and ownership of them.

· Reference to the ecoEnergy Program (a federal combined heat and power program) should be removed from the FIT program. 
Background

FIT Pricing

· FIT Pricing for biogas is currently set at the following rates:

· On-Farm Biogas:  ≤100kW - 19.5¢/kWh and >100kW ≤250kW - 18.5¢/kWh

· Biogas: ≤500kW - 16¢/kWh, >500 ≤10MW - 14.7¢/kWh, >10MW - 10.4¢/kWh

· Capital expenditures and operating/maintenance costs for biogas development demand higher prices than are currently offered by OPA under the FIT program. 

· The majority of biogas developments within Ontario were supported by provincial funding provided under the OMAFRA Biogas Financial Assistance Program, which has fully allocated all funds. 

· OPA has not disclosed data or information to substantiate the rationale for biogas FIT pricing.

· Current OPA rates will not permit the increased development of biogas across Ontario and in turn will not encourage the development of a biogas industry to support existing systems.

CPI Escalation

· The OPA Price Schedule dated September 30, 2009 identifies an escalation percentage of 20% for all biogas technology over a 20 year term.

· Unlike wind, solar and water power, biogas must create, collect and process the ‘fuel’ necessary for generation (‘fuel’ includes on-farm materials and/or off-farm materials). These activities incur significant operating expenses such as 

· producing, assembling or acquiring the ‘fuel’; 

· preparing and delivering fuel for biogas (biological) processing; 

· designing and constructing the conditions to establish and maintain that process; 

· actively managing, stimulating and controlling that process; and, 

· managing the recovery, storage and ultimate fate of the spent ‘fuel’.

· CPI impact is greater on biogas ‘fuel’ costs and overall O&M costs for biogas systems.

· Biogas facilities are comprised of tanks, heaters, pumps, mixers, control systems, not to mention the generator.  All such components will require investment in maintenance, replacement or refurbishment over a 20 year period which is not satisfied by the 20% CPI.
Transmission Costs

· A biogas facility, unlike other renewables, requires energy to process the fuel that generates electricity.
· Under RESOP, transmission and demand charges for the power required to operate a biogas facility were not incurred by the proponent.
· In most cases, biogas facilities connected to a distribution system are providing local power for community use. This results in a lower cost to the ratepayer for transmission in comparison to traditional sources of generation more distant from the load.

·  The OPA has since reneged on this opportunity under FIT resulting in duplication of fees related to transmission, debt charges, demand charges and energy consumption prices.
· This previous OPA RESOP clause should be reinstated for biogas systems.
Future Contract Related Products

· The biogas industry has the potential to be a significant contributor to attaining the renewable energy targets and economic growth as set by the Provincial government, in part by applying innovation to develop alternative products.
· Currently, the OPA must be informed of any Future Contract Related Products resulting from a  generation project that earns revenue and demands 80% of profits generated from said byproduct.
· This type of provision will stifle any form of innovation and/or system improvements that could be realized by biogas. These same opportunities could not be realized by other renewable technologies such as wind or solar.
· Further this provision directly contradicts the underlying premise of job creation and leading edge development in Ontario as intended under the Green Energy and Green Economy Act.
· Reference to Future Contract Related Products should be removed from the FIT program.  
Environmental 

· Methane is 23 times more potent as a greenhouse gas than CO2. Biogas systems capture the methane to convert into a renewable energy source.
· The process of anaerobic digestion, and therefore destruction of methane, is being done at the site of generation.

· Biogas, unlike any other renewable technology, provides many environmental benefits which improve our:

· land - by adding enriched nutrient value back for crops,

· water - by protecting our surface and ground water resources, and 
· air - by reducing the greenhouse gas emissions into the atmosphere by capturing methane.

· All Ontarians benefit from the environmental improvements resulting from biogas. 

· Environmental benefits resulting from biogas technology have not been factored into the OPA Price Schedule and are therefore being realized for free.

· In addition, OPA can request that the generator authenticate the attributes thereby incurring the associated expenses before handing them over to OPA. This provision could result in significant financial loss when/if a trading market was to develop.

· All environmental attributes should be maintained by the biogas proponent, or at a minimum, the methane destruction credits.

ecoEnergy Program 

· Biogas systems utilize the waste heat in a closed loop circuit for operations and other ancillary heating applications.  In turn, this reduces the dependence on fossil based fuels.

· ecoEnergy Program is a federally funded  combined heat and power program which is now phasing out. Other countries provide incentives for these type of initiatives; however, the OPA is claiming a portion of profits under such programs.   
· The principle behind this clause could be replicated to other such programs established in future and should not be accepted.   
· Such a clause limits any advancement in technology and or improvements made to system technology.
· Reference to this provision within the OPA FIT contract should be removed.
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