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Wholesale Distributed Generation (WDG) procurement mechanisms:

Fixed feed-in tariff CLEAN program pricing, auction pricing, and Net Metering.

	PPA
	CLEAN
	Auction
	Net Metering

	Price
	Public offering price set by buyer for all participants 

Price known in advance
	Price set by seller’s private bids

Price know after auction
	Determined by offset of existing rate structure, + excess sale price set by buyer

	Contract terms
	Fixed at offered price for full term
	Fixed at bid price for full term
	Varies with current rate structure

	Participation 
	Open to all
	Only those able to risk cost of loosing a bid, and unknown percentage of projects excluded
	Limited to level of metered use + possible excess sales limits

	Cost
	Cost of application
	Cost of application, bid estimation and preparation
	Cost of application

	Risk
	Low or no risk (value and availability determined before application)
	High risk - auction ensures some lose; winners encouraged to bid low, increasing project failure rate
	Low or no risk (value and availability determined before application)

	Financing
	Low risk, standard program with guaranteed long term income stream allows lower cost financing and lower project costs. Smaller projects often self financed by existing site/building owner.
	Long term contracts but typically larger projects with individually bid pricing that require comparatively large capital financing. Higher risk cost or demanded rates of return raise bids and increase cost
	No contract and uncertain value over time based on variable avoided costs. Typically smaller projects financed by building owner or system installer.

	Scalability 

(Program size &

System size) 
	Unlimited capacity,

Unlimited scale
	Unlimited capacity, Larger systems only
	Capacity limited to on-site use, limited by retail price offset

	Timing
	Not limited, rapid review
	Must wait for auction period and bid review process for all participants
	Not limited, rapid review

	Gaming 
	Minor potential for project spitting, allocation addressed by pricing 
	Large potential for market manipulation and market concentration
	Excess sales potential for gaming addressed by pricing

	Pricing Factors
	Accurate cost or value evaluation, adjustment mechanisms
	Participation, risk, gaming, transaction costs/hedging
	Impact of existing pricing structures (tiered pricing, commercial discounts, excess sale rates)

	Siting 
	Easy – Small to midsized typically Distribution Grid connected and zoning compliant.
	Delays, permitting and EIR issues. Larger systems more difficult to site
	Easy due to small scale. 

	Regulatory Factors
	PUC under PURPA 

avoided costs for comparable attributes, larger systems may be under FERC interconnection 
	PUC authority, however FERC approved interconnection for typically larger systems and non-WDG
	PACE financing on hold. PUC attributes System interconnection costs – Net metering uses the T&D system but may transfer costs to other ratepayers. FERC/PURPA excess sale standards
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Feed-in tariffs, with pre-established long term fixed pricing, simple contracts, and simplified grid interconnection (known in the US as CLEAN programs) have proven extremely successful in removing barriers and opening up the wholesale distributed generation capacity and the market participation potential for smaller local participation. 

Establishing the full power purchase agreement terms in advance allows the economics of a potential project to be evaluated to determine whether it makes business sense, opening up all the projects that would not otherwise be attractive in the face of uncertainty, and attracting low risk/low cost investment, often by site owners. 90% of all existing PV and 75% of wind generation has been the result of this market approach.

Utility contracts for long term procurement of energy (Power Purchase Agreements, or PPAs) have typically been established with major suppliers, operating large centralized generation facilities. 

Several technologies, most notably solar photo voltaic (PV) and combined heat and power (CHP) generation can scale to much smaller sizes, allowing electrical generation that can be sited directly on the local distribution grid close to electrical demand or load. 

Such distribution grid interconnection reduces the need for larger upstream network and transmission facilities, avoiding the associated capital investment, access charges, and line losses that account for 15 to 30 percent of the cost of delivering power to customers.  

Distribution level generation realizes the ancillary advantages of simplified siting and permitting, and greatly reduced interconnection infrastructure requirements, resulting in rapid deployment on or around existing built environments without new environmental impact.

Such smaller commercial or even residential generation facilities are not well suited to the complex price negotiations or contracts typical of large scale generation, and a lack of clear up front pricing strongly discourages the potential of this available market segment. 
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