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Frequently Asked Questions about

Feed-in Tariffs, Advanced Renewable Tariffs, Renewable Tariffs, 
and Renewable Energy Producer Payments

What Are Feed-in Tariffs?
Feed-in tariffs are payments, or tariffs, for renewably-generated electricity. They are paid to the producers for every kilowatt-hour of electricity they generate.
Why Are They important?
Feed-in tariffs are a powerful policy mechanism that has produced rapid growth of renewable energy in Europe, especially in Germany, France, and Spain. Equally as important, feed-in tariffs are more egalitarian than other policy mechanisms and have allowed people from all walks of life to participate in the renewable energy revolution—for profit.
Why Should We Use Feed-in Tariffs?
Systems of feed-in tariffs have been highly successful at developing large amounts of geographically dispersed renewable sources of generation quickly, at low cost and with minimal administration. And because feed-in tariffs are not dependent upon the tax status of the owner, they are available to everyone who wants to use them.
What are Advanced Renewable Tariffs?

Advanced Renewable Tariffs are a comprehensive system of feed-in tariffs that are differentiated by technology, project size, application, and, in the case of wind energy, by resource intensity. Advanced Renewable Tariffs are the modern version of the simpler feed-in tariffs that were used previously in Denmark and Germany.
Where Have Feed-in Tariffs Been Used Successfully?
Feed-in tariffs are widely used in continental Europe. Advanced Renewable Tariffs are prominently used in Germany, France, Spain, and Switzerland. Germany and Spain have become worldwide leaders in renewable energy because of their sophisticated systems of Advanced Renewable Tariffs.

Where are Feed-in Tariffs Being Used Now in North America?

Ontario, Canada, and California have implemented simplified systems of feed-in tariffs. Both jurisdictions are in the process (2009) of greatly expanding their programs.

Why are there So Many Different Names for Feed-in Tariffs?
Feed-in tariffs have been most successfully used in continental Europe and there is no single best English translation of the terms used in Germany, France, or Spain. The term “feed-in tariff” is a literal translation from Germany’s 1991 Stromeinspeisungsgesetz (StrEG), the law on feeding electricity into the grid. 
North Americans have attempted several adaptations using “payments” instead of using the term “tariffs” as tariffs sometimes has a negative connotation in North American English. These coinages have resulted in Renewable Energy Payments and Renewable Energy Producer Payments. 
The term “feed-in tariff” itself doesn’t capture the sophistication of the system of feed-in tariffs used in Europe. For this reason, renewable energy advocates in Ontario, Canada coined the expression Advanced Renewable Tariffs to convey the modern system of feed-in tariffs that are differentiated by technology, size, application, and resource intensity. 
Sometimes feed-in tariffs and Advanced Renewable Tariffs are shortened to simply “renewable tariffs.”

Occasionally feed-in tariffs are incorrectly referred to as Standard Offer Contracts. This is especially true in North America. Systems of Advanced Renewable Tariffs rely on “Standard Contracts” but specifically do not use “Standard Offers.” In systems of Advanced Renewable Tariffs, the “offers” differ by technology, size, application, and resource intensity, and are thus are not “standard.” 

In Ontario, Canada, the program of feed-in tariffs is formally called the Standard Offer Contract Program. However, the Minister of Energy in 2004 had directed staff to produce a program of standard contracts, not standard offers. The ruling political party had previously endorsed the expression Advanced Renewable Tariffs. The Minister of Energy in 2008 prefers the term feed-in tariff.
Are Feed-in Tariffs the Same as Tax Credits?
No. Feed-in tariffs are simply payments for generation. They have nothing to do with taxes or subsidies. Thus, feed-in tariffs are more egalitarian because they allow everyone to be paid for generating electricity, even those who do not pay a lot in taxes.

Are Feed-in Tariffs Just Another Subsidy?
Feed-in tariffs are not subsidies. They do not subsidize the cost of the equipment used to produce renewably-generated electricity, like solar panels or wind turbines, nor do the payments come from taxpayers. Instead, feed-in tariffs are simply payment for the generation of electricity. Society decides whether it wants a certain form of renewable energy, then it decides what it costs to pay for it. That’s all there is to it. Some technologies, such as solar photovoltaics, cost more than other technologies and, thus, must be paid more for their electricity than, say, the electricity produced by wind turbines.
Are Tariffs Taxes?

No. Tariffs are the rate paid for commodities like electricity. An electricity tariff is the price paid per kilowatt-hour of electricity consumed, or in this case, generated. The term is commonly used in North America's electric utility industry. The term is also commonly used in Europe. Tariffs are not taxes nor, in this context, are they customs duties on goods crossing international borders. 

Who Pays for Feed-in Tariffs?

Consumers of electricity pay for feed-in tariffs through charges on their electric bills, just as they do now for electricity coming from conventional power plants. This is more equitable than paying through taxes, because consumers who use a lot of electricity will pay more for renewable generation than those who use less. There are also programs in most states and provinces that protect low-income consumers from paying high prices for their electricity, especially during the winter months.
How Much Do Feed-in Tariffs Cost Consumers?
Very little at first, because it takes several years for renewable sources of generation to become a significant part of electricity supply. Even in places such as Germany and Spain, the additional cost of renewable energy is modest because the costs are spread fairly across all consumers. In Germany in 2007, the average household paid less than $50 per year for the world’s largest concentration of wind turbines, solar panels, and biomass plants, and the 250,000 new jobs these industries have created. The German government estimates that the actual cost is near zero, because the benefits of reducing carbon emissions and other air pollutants, as well as reducing the cost of expensive fossil-fired generation offsets the cost of the renewable energy. 
Do Feed-in Tariffs Allow You to Sell Back to the Grid? 

No. Feed-in tariffs allow you to “sell” to the grid, not “sell back” to the grid. There’s an important difference. Selling “back” to the grid implies that you are already buying from the grid; that is, that you are a customer and already have a kilowatt-hour meter. In such cases as net metering, the potential of the program is limited by the amount “consumed” by the utility customer. Feed-in tariffs allow you to generate electricity and sell it to the grid even if you are not presently a customer. Feed-in tariffs allow the development of green-field sites, such as the installation of wind turbines that are owned by groups of neighborhood investors, cooperatives, or traditional business.
How Do We Know That Feed-in Tariffs Will Work?
Like any policy mechanism, feed-in tariffs can be misapplied. The most common problem is setting the prices, or tariffs, too low and not attracting the desired amount of development. Another common problem is setting a limit on project size, or setting it far too low, or setting a limit on program size that is too low to allow ample industrial capacity to develop. These problems have been encountered in programs that were timidly implemented because proponents were not serious about dramatically increasing the supply of renewable generation. However, where there was serious political commitment for the programs to succeed, they have done so. This is seen especially in Germany, France, and Spain. 
How Do Feed-in Tariffs Differ from Net-Metering?
Net-metering is a policy that allows you to produce some of your own electricity when you can, store excess on the grid when you produce more than you need—effectively running your kilowatt-hour meter backwards--and take the electricity you “stored” on the grid when you need it. With net-metering, you can never produce more electricity than you consume.
In contrast, feed-in tariffs pay for the delivery of electricity to the grid. To use feed-in tariffs, you need a kilowatt-hour meter that measures the delivery of electricity for sale to the grid. The electricity is not “stored” on the grid, rather it is “sold” to the grid for a profit. Thus, you are not selling “back” to the grid, you are “selling to” the grid.
In Australia, some forms of net metering are incorrectly called feed-in tariffs. Thus, in Australia, true feed-in tariffs are called “gross” feed-in tariffs because all the electricity is sold to the grid.

Will Feed-in Tariffs Allow “Double Dipping” into State Rebate or Subsidy Programs?
Feed-in tariffs are designed to provide sufficient financial incentive to develop renewable energy without capital grants, rebates, or other capital subsidies. Thus, in most states or provinces where they have been proposed, those who opt for feed-in tariffs cannot also use capital grants or rebates. 

However, in the United States the federal Investment Tax Credit for solar systems and small wind turbines has been extended for eight years. As a consequence, most feed-in tariff programs proposed in the USA will include provisions for using the federal ITC alongside the feed-in tariff.
Can Feed-in Tariffs Work in Parallel with Existing Programs?
Yes, the feed-in tariff programs proposed in North America have all been designed to work alongside and in parallel with existing policies, such as net metering and renewable energy standards.
How Do Feed-in Tariffs Enable Distributed Generation?
The tariffs, or prices, in systems of Advanced Renewable Tariffs are designed to encourage development of renewable projects of all sizes, from residential rooftop solar systems to farms of large wind turbines, and in all locations, from sunny and windy sites to those sites less well endowed with wind and solar resources. When well designed, these differentiated tariffs result in the geographical distribution of renewable development and in the distribution of technologies in numerous different applications. While feed-in tariffs are also used to develop centralized renewable sources of generation, they are best known for increasing the role of distributed renewable resources.
What Renewable Energy Sources Are Included?
In systems of Advanced Renewable Tariffs, where the tariffs are differentiated by technology, programs can be designed to include all renewable sources of generation or only those that society wants in a particular jurisdiction. Some jurisdictions may want to use feed-in tariffs only for solar, or only for wind. Others, such as Germany, France, and Spain have tariffs for a host of different technologies, including onshore and offshore wind energy, rooftop and ground-mounted solar systems, hydro, various forms of biomass and biogas, geothermal electricity generation, and concentrating solar power.
How Are the Tariffs Calculated?
The tariffs are determined through a transparent political process based in input from industry, independent consultants, and users, among others. In systems of Advanced Renewable Tariffs, prices are based on the cost of generating electricity with a specific renewable technology under specific conditions, plus a reasonable profit. In successful programs for example, the tariffs are not determined by the cost of the conventional generation offset by the renewable sources of generation. In this way, the tariffs are not only high enough to spur development, but not so high that they create excessive profits. 
Do Feed-in Tariffs Eliminate Environmental Review?
No. Projects using feed-in tariffs must comply with the same laws and environment requirements as any other projects. Feed-in tariffs typically only apply to the mechanism for getting access to the grid, for selling electricity to the grid, and for setting the price that is paid for the electricity.
What Are the Key Elements of Advanced Renewable Tariffs.
Successful programs of Advanced Renewable Tariffs must 

· Be simple, comprehensible, and transparent,

· Provide simplified interconnection, 

· Provide a sufficient price per kilowatt-hour to drive development, 

· Provide contract length sufficient to reward investment, and 

· Provide tariffs differentiated by technology, size, and resource intensity. 

Does PURPA Prohibit Feed-in Tariffs in the US?
No. PURPA, the Federal Public Utility Regulatory Policies Act (1978), regulates only qualified facilities, or QFs. States retain jurisdiction to regulate electricity rates and special programs for developing renewable energy. For example, Renewable Energy Credit (REC) trading programs created as part of a state Renewable Portfolio Standard (RPS) are permitted by the Federal Energy Regulatory Commission under PURPA. Permitted also would be any special program that paid tariffs above the “wholesale” price specified under PURPA. Independent power producers would have no need to register as “qualified facilities” under PURPA if there was a program of Advanced Renewable Tariffs that guaranteed access to the grid and paid higher prices than those under PURPA contracts.
Currently, several states have feed-in tariffs. Two states, Washington and Wisconsin, have tariffs that pay more than the PURPA-defined “wholesale” rate. Washington has a special net-metering program that pays up to $0.54/kWh for five years for generation with solar photovoltaics (PV) components that were assembled in the state. This tariff is well above the wholesale cost in the Pacific Northwest. Several utilities in Wisconsin also pay special incentive rates for small solar, wind, and biomass generators, rates above the wholesale cost of generation.
What are Degression Rates?
In some systems of Advanced Renewable Tariffs, the tariff offered for new projects declines annually from one year to the next at a fixed rate. Degression differs from the regular, scheduled review of tariffs that occurs in all programs. Degression rates, in percent, are based on the expectation that the cost of generation will decrease as the technology advances “down the learning curve.” As such, degression assumes that the cost of the technology declines from one year to the next or is intended to force development along this path. Unfortunately, the cost of generation from a particular technology doesn’t always decline. Sometimes, as in the case of wind energy during the period from 2006 to 2008, the cost of generation actually increased from one year to the next. For more on this topic, see Degression of Renewable Tariffs.

Are Feed-in Tariffs Adjusted for Inflation?

Yes. In many programs there are adjustments in the tariff or payment with respect to an index of inflation. This varies from program to program. There is no inflation protection in the German program, but there is in the French and Spanish programs. For more on this topic, see Inflation Adjustment of Renewable Tariffs.

Is Legislation Required to Implement Feed-in Tariffs?
In some states, provinces, and municipalities, feed-in tariffs can be implemented administratively. Most municipalities with their own municipal utilities have the authority to implement feed-in tariffs directly. In others, legislation may be required.
What Can I Do to Put Feed-in Tariffs on the Policy Agenda in North America?
During 2008, the grassroots movement for feed-in tariffs in North America has blossomed from a few committed individuals to groups active across Canada and the United States. If you would like to help, contact the Alliance for Renewable Energy and ask if there is a group active in your area. Contact your local, regional, and federal elected representatives and ask them to support introduction of legislation implementing systems of Advanced Renewable Tariffs.
Where Can I Find More Information on Feed-in Tariffs?

There are several web sites that feature news and articles about feed-in tariffs. The most comprehensive site can be found at http://www.wind-works.org/articles/feed_laws.html. On this page there are links to more detailed information on the following subjects.

  Renewable Tariffs by Country 

  Renewable Tariffs in Ontario, Canada 

  Renewable Tariff Design 

  Model Advanced Renewable Tariff Legislation 

  Renewable Tariff Pricing 

  Renewable Tariffs Overview 

  Tables of Feed-In Tariffs Worldwide 

  The Economic Case 

  Reviews of Books on Feed-in Tariffs 

  Links to More on Feed-in Tariffs
Books on Feed-in Tariffs
There several books with detailed information on feed-in tariffs and renewable tariff policy. You can find information about these books at the links below. 
· Feed-in Tariffs by Miguel Mendonca--a Review
· Energy Switch: Proven Solutions for a Renewable Future 

· Switching to Renewable Power by Volkmar Lauber 

Web Sites on Feed-in Tariffs

There are several web sites that feature articles on feed-in tariffs, renewable tariff design, and news updates on the movement for feed-in tariffs in North America.

· German Experience with its Renewable Energy Sources Act 

· European Feed-in Cooperation 

· International Feed-in Tariff News Group 

· Californians for Feed-in Tariffs News Group 

· World Future Council's Feed-in Tariff Pages 

· WFC's Feed-in Tariff Design Guide 

· The Feed-In Tariff Channel--Audio and video interviews with policy leaders by Marc Strassman (Note: a video player will install on your browser) 

· Green Thoughts: Sustainability, Renewable Energy and Marketing by Michael Hoexter 

· Green Energy War: Former California Energy Commisioner John Geesman blogs on global climate and energy politics 

· the Alliance for Renewable Energy: An alliance of policymakers, renewable energy experts, citizens, research institutions, and large and small businesses promoting the use of feed-in tariffs (Renewable Energy Payments) in North America.
· Florida Alliance for Renewable Energy 

· Wind-works.org: One of the world’s most extensive collection of articles and reports on feed-in tariffs.
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