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Abstract

Given the current discussions surrounding climate change, there appears to be an increased interest in renewable energy technologies (RET).  Most policy discussions on renewable energy technologies center on their ability to produce power or replace existing generation technologies fuels such as coal or oil.  This paper looks at the design and integration factors that should be considered or included in the economic placement of renewable energy technologies from the standpoint of the producers, the utilities and policy decision makers.  Placement principles transcend the simple question of: “Is it possible to produce power in a particular location using renewable energy technologies?”; to: “Should we integrate a specific RET in a particular location to produce power?”  The factors that need to be considered in placement principles include: proper policy focus, resource availability and quality, proper determination of the RET production compensation and timing of RET production and the corresponding benefits to the system. 
This paper explains the various integration principles by looking at the alternative methods, methodologies and formula used to estimate costs and benefits of renewable energy technologies (from differing points of view by parties to the transaction), discusses the rationale behind the integration principles from differing viewpoints.  It goes on to show the economic implications of what happens when the placement principles are ignored.  The conclusions drawn from the paper are that if the integration principles are ignored then less than optimal (in some cases disastrous) results can (and do) occur.  Real world examples are used to illustrate the results to avoid any potential theoretical ambiguities.
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