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Renewable Energy Commitments 

The purpose of this paper is to inform non-utility energy-buyers on the multiple stages 
necessary to rolling out a renewable program. This includes an overview of the incentives, a 

review of the mechanisms available, and recommendations for program delivery. 



 

EXECUTIVE SUMMARY 
The renewable energy market is maturing at a rapid pace. Investment in clean energy projects 
is at an all-time high, the price of renewables is reaching parity with traditional forms of energy 
generation, and the technology itself is enabling non-traditional buyers to forego the utility and 
fund projects on their own. The improved financial viability of renewable energy projects, as well 
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as the growing pressure from consumers, have caused hundreds of companies to commit to 
renewable energy targets through pacts such as the RE100 and Science Based Targets.  

Commitments, however, are just the first step. Even after making a pledge, many stakeholders 
within a company or institution are left asking: “What are the benefits?” “What operations can we 
cover with renewable energy?” and most importantly “How do we do it?”. This paper provides 
introductory answers to all three questions.  

There are several benefits to switching to renewable energy. The primary benefits from an 
operations standpoint include an increased ability to control costs, improved operations security 
and business resilience, and enhanced productivity. Outside of operations, companies gain the 
benefits of a heightened consumer brand, improved employee attraction and retention, happier 
investors, and a lasting legacy for the executives who are key in implementation.  

In terms of what operations to cover, and how to roll out an energy program, there are several 
points to consider. When considering where to implement projects, it is easiest for a corporation 
or institution to cover their owned and operated facilities, but it is generally four times more 
impactful to switch your supply chain to renewable energy. After figuring out which part of their 
operations to start with, organizations are must then decide what measures to implement. 
Energy efficiency measures are the most affordable, but also have the smallest impact and the 
least visibility. Onsite renewable energy, such as rooftop solar or powering boilers with biomass, 
have higher visibility, but only make a mediocre impact and must be tackled one facility at a 
time. The highest benefit and visibility come from offsite renewable energy contracts, which 
enable a company to cover potentially hundreds of facilities with renewable energy by the 
signing of a single contract. The downside of offsite renewable energy projects is that they 
inherently involve more risk and require the most time. This paper dives deeper into all of these 
topics.  
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MARKET BACKGROUND 
The worldwide renewables industry is a $1.3 trillion market (link), and garnered $298 billion in 
funding in 2017 (link). Energy usage as a whole is expected to rise 30% by the year 2040 (link). 
To fuel that growth, it is expected that two-thirds of global power investment will be in 
renewables over the next 22 years (link), simply because renewables will become the lowest-
cost source of new energy generation.  

Traditionally, utilities would have a 
monopoly over all of this new supply and 
demand. In the past, a company couldn’t 
afford build a coal plant right next to its 
factory and directly power its operations. 
The traditional power structure consisted of 
a utility constructing a large coal, nuclear, 
or gas power plant in a typically rural area 
far from urban or industrial centers. The 
energy produced is then transported via a 
vast, sprawling network of utility 
transmission and distribution lines. This 
forced everyone, from individuals to 

corporations, to purchase their energy from the utility, creating a natural monopoly. However, 
new technologies and accounting practices allow consumers to forego utilities and purchase 
power directly from renewable energy sources. Companies can now install solar panels on their 
roofs, route power from a nearby windfarm, or purchase renewable energy credits on the open 
market.  

In addition to improved availability, the cost of renewable energy technologies has dropped 
significantly in recent years. According to a 2018 report by the International Renewable Energy 
Agency (IRENA) renewable energy sources are set to be consistently cheaper than traditional 
fossil fuels by 2020 (link). Between 2010 and 2017 the cost of onshore wind fell 23% and the 
cost of solar dropped by 73%. If the current trend continues, onshore wind and solar could 
consistently cost as little as $0.03 per kWh by 2020, beating out the going rate of $0.05 per kWh 
for traditional fossil fuels (link).   

Thousands of corporations, institutions, and local governments have pledged to cut their carbon 
emissions. “We Are Still In”, the organization for groups pledging to stay within the bounds of the 
Paris Climate Accord, has over 2,500 signatories (link). The RE100 is a consortium of 
companies pledging to operate on 100% renewable energy by a specified year, and has over 
150 major industry players signed up (link). The Science Based Targets initiative has similar 
goals and over 550 participants (link), and the Buyers’ Principles initiative has over 75 corporate 
signatories (link).  
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https://www.pv-magazine.com/2015/03/10/global-advanced-energy-market-worth-as-much-as-fashion-and-apparel-industry_100018536/
https://www.iea.org/wei2018/
https://www.iea.org/weo2017/
https://www.iea.org/weo2017/
http://www.irena.org/publications/2018/Jan/Renewable-power-generation-costs-in-2017
https://www.forbes.com/sites/dominicdudley/2018/01/13/renewable-energy-cost-effective-fossil-fuels-2020/#65820ba04ff2
https://www.wearestillin.com/signatories
http://there100.org/companies
https://sciencebasedtargets.org/
https://buyersprinciples.org/about-us/


For the most part, that demand stems from corporations rushing to cover their owned and 
operated facilities with clean energy. However, according to McKinsey & Co “The typical 
consumer company’s supply chain generates far greater social and environmental costs than its 
own operations, accounting for more than 80 percent of greenhouse-gas emissions” (link). As 
companies meet their 100% renewable targets on owned and operated facilities, which many 
are already achieving, their next step will be to mitigate supply chain emissions. 
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Credit: McKinsey & Company (link) 

https://www.mckinsey.com/business-functions/sustainability/our-insights/starting-at-the-source-sustainability-in-supply-chains
https://www.mckinsey.com/business-functions/sustainability-and-resource-productivity/our-insights/starting-at-the-source-sustainability-in-supply-chains


 

WHY SWITCH TO RENEWABLE ENERGY? 
Corporations that choose to power their operations with renewable energy are on the bleeding 
edge of the industry. They are choosing to take action that has not been taken before. They are 
choosing to endure some difficulty for the opportunity to switch to renewable energy. They are 
choosing the harder path. But why?  

It turns out that switching to renewable energy has seven primary benefits for stakeholders 
inside the company. These benefits include: 

Controlling Costs 

• Controlling Costs • Employee Attraction & Retention

• Business Resilience • Legacy

• Productivity Enhancements • Investor Relations

• Brand Building
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The price of fossil fuels changes every day. This price fluctuation leaves traditional corporations 
vulnerable to rising prices. If civil unrest strikes in an oil-rich country tomorrow, most companies’ 
bottom lines will take a hit at the end of the quarter. But renewable energy sources provide a 
safe and predictable alternative to the fluctuations of fossil fuels. Most renewable energy 
projects are developed under a contract that locks in a predictable or fixed cost over ten to 
twenty-five years. This predictability reduces risk and can create a competitive advantage when 
other companies are still vulnerable to fluctuating prices.   

Business Resilience 

For companies with manufacturing operations in developing countries, grid reliance can be 
costly. Blackouts in these countries can shut down assembly lines for days at a time, and then 
take several more days to get back up to full production. This can cost companies hundreds of 
thousands of dollars in lost production. However, manufacturing facilities powered by onsite or 
offsite renewable energy can remain unaffected by these grid failures. As long as the sun keeps 
shining and the wind keeps blowing, factories can remain in full production more consistently. 

Productivity Enhancements 

Energy efficiency measures require an analysis of the full scope of operations within a building. 
By examining the entire structure’s environment, and exploring opportunities though a systems-
thinking approach, businesses often find beneficial solutions outside the realm of energy 
consumption. By seeking to implement energy efficiency solutions, operations overall can 
improve. 

Brand Building 

According to a Nielson study, 
66% of consumers are willing to 
pay more for a brand they view 
as sustainable (link). To make 
the issue more pressing, 
Millennials now make up the 
fastest-growing segment of 
consumers, accounting for over 
$1 trillion in U.S. consumer 
spending (link), and 81% of 
Millennials say they expect 
corporations to commit to good 
corporate citizenship (link). By implementing renewable energy programs, and marketing those 
measures to the public, it is possible for a company to boost its brand and increase its sales.  

Employee Attraction and Retention 
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Credit: Pew Research Center (link)

https://www.pewresearch.org/fact-tank/2018/04/11/millennials-largest-generation-us-labor-force/
https://www.nielsen.com/us/en/insights/reports/2015/the-sustainability-imperative.html
https://www.cnbc.com/2015/08/17/how-trillion-dollar-millennials-are-spending-their-cash.html
https://www.forbes.com/sites/larissafaw/2014/05/22/millennials-expect-more-than-good-products-services-to-win-their-loyalty/#720893685697


Recent research in the UK indicates that 42% of the workforce wants to work for a company that 
has a positive impact on the world (link). The same research found that 44% of typical 
employees felt that doing meaningful work was more important than a higher salary, and 36% of 
employees would work harder for a company that was doing good for society. Additionally, those 
numbers are significantly higher among Millennials, who were 10-20% higher on each measure. 
This research is backed up by Fortune Magazine’s annual ranking of “Great Places to Work” 
which, when studied, shows Millennials are much more likely to stay at a company with a larger 
social purpose (link). Investing in renewable energy is a concrete way to demonstrate to current 
employees and job seekers alike the commitment a company has to its values.  

Legacy 

Many corporate executives are conscious of the legacy they will leave behind after their term is 
over. With the public’s attention shifting towards the negative impact that large corporations 
historically have on the environment, many executives are hoping they will be remembered for 
shifting that narrative. Sustainability is an ideal platform for legacy-building because it is 
inherently long-term. Efficiency upgrades, solar panels, and wind farms positively impact a 
company’s bottom line and public perception for years to come, and the executive that approved 
the measures will inevitably be remembered in a positive light.  

Investor Relations 

Shareholders are increasingly aware of the risks posed by reliance on fossil fuels. Companies 
who have been de-listed from the Dow Jones Sustainability Index have seen a drop-in share 
price. Some institutions too reliant on coal have been deemed uninsurable. As the predictability 
of renewables is realized, and the risk of fossil fuels is further recognized, companies invested 
in sustainable energy will inevitably see rewards in their share prices.  
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WHERE TO START YOUR JOURNEY 
Internal Buy-In 

There are four critical steps to building internal buy-in before investing in renewable energy 
projects: 

Step 1: Strategic Alignment 

Funding and supporting for renewable energy projects will be much easier to find when there is 
a clear line drawn between a company’s strategy and the sustainability initiative being 
considered. Proponents of the project will typically improve their chances for buy-in if they can 
clearly and decisively indicate the benefit to the company in the terms of its overall strategic 
plan. 

Step 2: Senior Sponsorship 

Once the project lead is able to articulate the vision of the project and align it to company-wide 
goals, they should seek a senior sponsor for the project. This sponsor will not necessarily need 
to drive the work, but their referral will help drive buy-in across the organization. Additionally, the 
sponsor may be able to help connect the lead with critical referrals and advice.  

Step 3: Connected Departments 

Sustainability does not exist in a silo. Even if the initiative is led by individuals within a Corporate 
Social Responsibility department, they will need support from areas such as supply chain, 
procurement, retail, operations, finance, communications, and investor relations. Identifying 
early which departments to incorporate into the project and when will help ensure proper 
communication and support throughout the project.  

Step 4: Key Partners 

Within the departments mentioned above, and all other departments invested in the project, it is 
helpful to identify specific individuals who will act as representatives for each department. In this 
way communications will be streamlined and optimized, and will help move the large initiative 
forward over the months and years ahead.  

1. Strategic Alignment 2. Senior Sponsorship

3. Connected Departments 4. Key Partners
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INVESTMENT OPPORTUNITIES 
Owned & Operated 

As mentioned previously, hundreds of large corporations have committed themselves to the 
RE100 (link) and the Science Based Targets (link) initiatives. This proves that industry leaders 
are interested in cutting carbon emissions. Most corporations that are investing in renewable 
energy are doing so with their owned and operated facilities. Owned and operated facilities can 
most simply be understood as buildings or spaces at which the company pays the electricity bill. 
Most corporations choose to start here primarily because emissions from those facilities are 
quickly and easily tied back to the parent company, and because initiatives are easier to enact 
when you own, or have large influence in, the buildings. Starting in owned and operated 
facilities is logistically the easiest, but for any company that manufactures goods, it is also the 
opportunity with the smallest environmental impact.  

Factory Base 

For companies with manufacturing operations, the supply chain can make up over 75% of their 
carbon emissions (link). The Carbon Disclosure Project confirms this number: “Emissions 
located in the supply chain are around four times as high as those from direct operations” (link). 
Unfortunately, the same study found that, despite the opportunity for emissions reductions, only 
23% of companies were engaging with their suppliers to drive emission reduction programs.  

Part of the reason supply 
chains are largely ignored 
is because most 
companies outsource their 
production to contractors 
in Asian, South American, 
or African countries (link). 
When most people think 
about outsourcing, they 
envision the labor being 
transferred across 
borders. But the emissions 
from that manufacturing 

Percentage of Emissions < 25%

Advantages Easiest to implement 
Emissions most clearly tied to parent company

Challenges High consulting costs
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Credit: Carbon Trust (link) 

https://www.carbontrust.com/resources/reports/advice/international-carbon-flows/
http://there100.org/companies
https://sciencebasedtargets.org/
https://www.mckinsey.com/business-functions/sustainability/our-insights/starting-at-the-source-sustainability-in-supply-chains
https://www.cdp.net/en/research/global-reports/global-supply-chain-report-2018
http://wwwoa.ipe.org.cn/Upload/201812100410124160.pdf


are also transferred, and often to countries with less strict environmental laws and higher rates 
of corruption. So not only are emissions harder to track back to the parent company because of 
two additional degrees of separation (contracting out the work, and shifting operations 
overseas), but the manufacturing itself also becomes dirtier in the process (link).  

Percentage of Emissions > 75%

Advantages Largest impact 
Similar price to implement

Challenges Working with contracted factories 
Navigating foreign laws and practices
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WHAT THE PROCESS LOOKS LIKE 
Many corporations and institutions utilize three approaches when trying to reduce their 
greenhouse gas emissions. These options are the same regardless of if the company is 
targeting its owned and operated facilities or its manufacturing base.  

Three methods for reducing emissions: 

Each type of project has its own benefits, risks, and timelines. While efficiency measures can be 
easy and quick to deploy, they also have a minimal impact on emissions. Opposingly, 

1. Energy Efficiency 2. Onsite Renewable Energy 3. Offsite Renewable energy
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construction of offsite renewable energy generators, such as wind turbines or solar farms, can 
be costly, but can also cover 100% of a company’s local operations sustainably. The nuances of 
each method are detailed below. The table below provides a high-level overview of the different 
initiatives: 

Credit: Rocky Mountain Institute 

Energy Efficiency 

Energy efficiency in building construction is generally understood to include all measures taken 
to reduce energy usage in a facility. On a basic level, this can include the installation of efficient 
lighting fixtures, insulation improvement, and the purchasing of more efficient equipment. When 
considered holistically with new building design, it can also include measures such as mindful 
usage of natural lighting and incorporation of climate-appropriate building materials to better 
maximize the location’s natural heating and cooling systems.  

Traditionally, corporations, 
businesses, and institutions have 
deployed energy efficiency 
measures on a case-by-case basis 
for their facilities, meaning that they 
apply a range of efficiency measures 
one at a time and independently of 
each other. This incremental 
approach allows the deploying 
company to spread costs out over a 
wider period of time, but it is 
ultimately less cost-effective than an 
integrated design approach.  

To increase economic payback for these measures, the deploying company should roll out 
efficiency technologies all at once across individual facilities; multiple facilities if possible. 
Simultaneous rollout allows the company to realize energy cost savings much sooner, but there 

Impact Time to Deploy Ability to Procure 
at Scale

Level of 
Complexity/Risk

Energy Efficiency Project Based Low Project Based Low

Onsite Renewable 
Energy Low Medium Low Medium

Offsite Renewable 
Energy High High High High
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Energy Efficient HVAC System



are other benefits to the all-at-once approach. By thoughtfully stripping down and replacing an 
entire system at once, it allows for greater overall efficiency to be reached than if technologies 
were implemented piecemeal. The overall efficiency of the system will be greater than the sum 
of its individual parts. For example, just replacing an HVAC system may create incremental 
improvements on energy usage. But by replacing an HVAC and it’s connected ventilation 
system a smaller HVAC may be able to generate larger results. The final upside to full-system 
implementation is that purchasing connected technologies simultaneously generally allows for 
some price bundling as well, which decreases the overall cost of the project.  

When preparing to enact efficiency measures, organizations will benefit from remembering a 
few simple points. Primarily, that energy efficiency is easiest and most effective when applied to 
the construction of new buildings. Designing a building for efficiency is much simpler than 
retrofitting an existing one. When retrofitting is needed, it is most economical to implement 
system-wide measures of efficiency.  

Onsite Renewable Energy  

Onsite renewable energy projects generally include four types of technologies: rooftop solar, 
ground-mounted solar, bio energy, and onshore wind. All four of these options have their own 
benefits and detractions. Rooftop solar is great for buildings with large, exposed roofs, but 
generally only covers up to twenty-percent of a building’s energy needs. Ground-mounted solar 
can ultimately cover all of a building’s energy, but requires large tracts of land to do so. Bio 
energy is great for powering boilers by acting as a fuel, but generates large amounts of ash 
waste. And onshore wind can generate large amounts of electricity but proximity to neighbors 
can be prohibitive.  

Due to the benefits and pitfalls of each technology, there is no universal solution. Historically 
buyers have not favored any one single solution, and instead use a combination of all four 
across their portfolio depending on the needs and market conditions of each facility.  

Similarly to the number of technologies available, there are also a number of transaction types 
for procuring onsite renewable energy. Power Purchase Agreements (PPAs) are a contract 
between a renewable energy generator and an interested buyer. This contract details the terms 
at which the off-taker, potentially a corporation, agrees to buy power from the power provider, 
including pricing structure, length of engagement, penalties, payment terms, and more. A PPA is 
generally used when the provider continues sole ownership of the power generating 
technologies, and sells the power directly to the buyer.  

In addition to PPAs, buyers will sometime lease renewable energy technologies from providers. 
For example, a stand-alone storefront may lease the rooftop solar panels that were installed by 
the previous owner of the building. Technically the panels are still owned by a third party, who 
could come and remove the panels if the new tenant fails to make payments, but so long as the 
buyer makes payments, they can continue to benefit from the power of the panels. The final 
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option sometimes utilized by corporations 
or institutions for onsite renewable energy 
is direct investment. By purchasing the 
assets outright, the new owner eliminates 
the service fees generally paid to third-
party operators. However, the purchaser 
generally ends up having to service the 
assets themselves, and is left to figure out 
what to do with the assets should their 
operations move elsewhere. 

Onsite renewables are visible to 
stakeholders in a way that efficiency 
measures aren’t. They can help generate 
company-wide buy in through positive cost-
savings and PR opportunities. They also improve the upgraded facility’s electricity resilience, 
and can usually be paid out over time when another entity owns the assets. The downsides are 
that onsite renewable energy is generally fixed to the location, and only services the one facility. 
In comparison, offsite energy generation can service whole portfolios.  

Offsite Renewable Energy 

Offsite renewable energy is the single most impactful purchase any company can make when 
trying to minimize its effect on the environment. By purchasing power from large-scale projects, 
the acting company can effectively cover entire swaths of their operations with clean energy. 
Whereas onsite renewable energy can supply a specific facility with its needed electricity, 
contracts to purchase power from offsite renewable energy suppliers can quickly and efficiently 
provide power to many facilities at once.  

Purchasing offsite renewable energy is fundamentally different than energy efficiency measures 
or installation of onsite clean energy generation. Not simply because of the size, but because of 
the structure. There are two primary ways to purchase offsite renewable energy: physical Power 
Purchase Agreements (PPAs) and financial Power Purchase Agreements, commonly known as 
Virtual PPAs or VPPAs. As detailed in the onsite renewable energy section, the traditional 
“physical” PPA is a contract between an energy provider and a third party. This agreement 
outlines the length of time the two parties will work together (generally 10 - 25 years), and the 
pricing structure under which their relationship will function. Because physical PPAs are 
contracts to have renewably generated electrons directly transmitted from the large offsite plant 
to a facility or facilities, these contracts are generally only penned for large, energy-intensive 
operations such as groupings of factories or datacenters. But few companies have the kind of 
individual facilities that would consume enough energy to justify a physical PPA. To help cover 
the rest of the market, the Virtual PPA was developed.  
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Synthetic or Virtual PPAs (VPPAs) are a type of power purchase agreement. They were 
developed because energy from offsite renewable energy projects it is rarely directly routed to 
the facilities it is technically powering. There are not hundreds of transmission lines linked 
directly from the project to the stores and facilities of the purchasing company. Instead, the 
electrons from the project enter the grid, mixing with electrons of other electricity plants powered 
by coal or gas, and help serve the demand of the grid as a whole. VPPAs are typically used by 
corporations as a vehicle to buy offsite renewable energy directly, for example, from a wind 
farm. This type of contract is unique because it doesn’t require consumption of the actual power 

generated by an offsite wind 
farm. Rather, a company can 
continue to utilize energy from 
the grid while paying the wind 
energy generator a “strike price” 
for each unit of power produced 
over a set period of time. 
Payments are made at the end 
of set time periods to satisfy the 
difference between grid price 
and strike price. Synthetic or 
Virtual PPAs are also 
occasionally called Contracts for 
Differences (CfDs).  

As noted on the table that opens 
this section, offsite renewable energy projects are high-risk, high-reward. The risks are largely 
financial. Transacting on large renewable energy projects can be drawn-out and laborious, with 
multiple parties involved throughout the RFP, PPA, commercial structuring, development, and 
utilization periods. These parties include the transacting company, the company’s contracted 
partners, financial institutions, renewable energy developers, project operators, and 
occasionally foreign governments. All of these parties will inevitably have their own interests in 
mind, so negotiations must be navigated carefully. Withdrawal by any single party can send the 
process back to square one, costing the involved parties time, effort, and reputation. Past the 
negotiation phase, numerous legal and financial obligations must be fulfilled, and at times 
unforeseen complications can derail the development process. Because of the complexity of the 
development process, it can be beneficial for inexperienced corporate buyers to enlist the help 
of experienced consultants when pursuing this work. 

While the risks can be daunting, the rewards for transacting on offsite renewable energy are 
many. The primary benefits include large-scale transaction and significant environmental impact, 
all for zero upfront cost. As described before offsite renewable energy projects, such as solar or 
wind farms, have the ability to power several hundred facilities with clean energy. If a large 
company has made a significant promise to the public, such as pledging to run off of 100% 
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Offsite Wind Farm



renewable energy, there is no quicker way to achieve that goal than to contract a PPA or VPPA 
with an offsite renewable energy provider. By doing so, the company will effectively reduce the 
emissions caused by powering their facilities down to zero. Such public displays of institutional 
good will are beneficial for investor relations, employee retention, risk management, and 
environmental impact. And all of this for zero upfront capital investment. The renewable energy 
project developers pass the cost of the project along to the eventual project operator, and the 
operator then builds those costs into the electricity costs over the lifetime of the project. And 
even with these built in costs, renewable energy is rapidly reaching price parity with traditional 
forms of energy generation. In sum, offsite renewable energy projects can make a large impact 
on a company’s environmental impact, all for zero upfront cost, and costing roughly the same 
over as would otherwise be paid for a traditional electric bill.  
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CONCLUSION 
Due to the rapid evolution of the renewable energy market, and the novelty of being able to 
forego utility electricity providers, many companies have committed to clean energy but lack a 
clear understanding of how to tackle their new commitments. There are many benefits of 
switching to renewable energy including operational improvements, stronger consumer and 
employer branding, and superior investor relations. To pursue these projects, companies should 
first decide whether to tackle their owned and operated facilities, which are easier to control and 
potentially less expensive, or their supply chains, which create four times more emissions. 
Following that decision, companies are left to consider the merits of efficiency measures, onsite 
energy creation or offsite energy procurement, all of which have varied levels of cost, visibility, 
impact, and risk.  

While there are a number of options for renewable energy deployment, the most important 
decision for any company is to commit, both publicly and financially, to powering their operations 
with renewable energy. Companies can start with onsite, offsite, or efficiency measures; they 
can convert owned and operated, supply chain, or a blend of both. Once a commitment has 
been made, then they can begin the journey towards a renewable future. 
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Ready to reach your renewable energy targets? 
Contact Ren today to start the journey.  

solutions@renenergyglobal.com 

+1 (503) 784-9604 
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