
December 18, 2020

To: The Honourable Jason Nixon, Minister of Environment and Parks

Cc:
The Honourable Doug Schweitzer, Minister of Jobs, Economy and Innovation
The Honourable Dale Nally, Associate Minister of Natural Gas and Electricity
Steve MacDonald, Chief Executive Officer, Emissions Reduction Alberta

Dear Minister Nixon and colleagues

Re: Improving Competitiveness and Reducing GHGs with Cogeneration

Albertans have been facing some challenging times, but as always, we will continue to forge
ahead with practical solutions and emerge into better days ahead. We are writing to you to
emphasize the role that combined heat and power (CHP) can play in improving energy
affordability and supporting Alberta business to help build back Alberta’s economy and jobs for
Albertans.

We are writing on behalf of the QUEST Alberta CHP Working Group, a diverse group of
industrial and commercial customers, utilities and technology and service providers committed
to advancing CHP, an affordable, efficient and reliable energy option for Alberta. QUEST –
Quality Urban Energy Systems of Tomorrow – is a national non-government organization that
works to accelerate the adoption of Smart Energy Communities and serves as the Secretariat
for the Alberta CHP Working Group.
 
CHP projects are in use today at a growing number of manufacturing facilities, hospitals,
commercial buildings, and universities, and even in residences across the province. There are
many reasons and examples for the growing interest:

● CHP installations at manufacturing and production facilities with a large, consistent
electrical and thermal load result in a lower consumption of energy which, in turn, results
in a more competitive operation. Competitive operations lead to economic growth and
job creation for Alberta. Utilizing this technology can provide businesses with a
competitive advantage in managing energy savings and improving their bottom line.

● Health care facilities provide a good snapshot. CHP gives hospitals and long-term care
centres a direct patient safety benefit by enhancing reliability and resiliency, protecting
very vulnerable patients from power failures. CHP also helps keep residents in buildings
safe and comfortable, compared with diesel-fired backup systems that are designed to
evacuate residents and do not supply long-term critical backup power.

● Greenhouses provide another good example, where CHP can provide a stable source of
heating, power and carbon dioxide to feed plant growth. Low natural gas prices,
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combined with rising electricity prices, have improved the attractiveness of CHP
systems.

Strong market interest in CHP has resulted in significant economic activity for the firms involved
in the CHP supply chain, including design, engineering, construction, financing, operation and
maintenance.

CHP provides additional resiliency to allow for business continuity, including the protection of
property and occupants, during weather-related and other types of utility power interruptions. An
increased number of decentralized CHP units diversifies and enhances grid resilience and
better prepares individual communities and the province for grid outages and emergencies.
CHP plant reliability is very high due to both the reliability of the buried natural gas service and
the financial requirement for frequent or continuous operation of the CHP plant.

Despite its many benefits, CHP has faced some challenges advancing under the previous
government’s application of the carbon levy and Carbon Competitiveness Incentive Regulation
(CCIR) regime. QUEST has submitted recommendations to the Technology and Innovation
Emission Reductions (TIER) engagement encouraging the Government to consider waste heat
capture from CHP used in commercial, residential and institutional facilities, such as hospitals.
Unfortunately, these CHP projects in non-industrial applications currently face a “policy gap”
whereby customers face higher carbon costs even though they are reducing Alberta’s emissions
by lowering demand from less efficient, central thermal generation facilities.

We acknowledge and applaud the Government of Alberta’s decision to create an Energy
Savings for Business program through Emissions Reduction Alberta. This will support CHP in
residential, commercial, municipal and institutional projects not eligible for TIER.

We do, however, recommend the Government of Alberta consider further investments in CHP to
help advance its economic, energy and environmental objectives by considering the following
changes to the Energy Savings for Business program:

● Increasing the cap of $250k per site to scale with larger projects that would see higher
capital and operating costs and deliver greater emissions reductions

● Allow new construction to participate in the program, as a new build is often the best
time to integrate new technologies such as CHP, into the design

● Allow projects greater than 5MW to participate to allow for greater flexibility and
customer choice in a range of facilities

● Streamline as much as possible the measurement and verification requirements to
reduce administrative burden, for example by reducing the number of milestones

We also request that the government consider an extension to the December 22 deadline to put
forward shovel ready projects in order for proponents to identify projects that can help kickstart
Alberta’s economy, improve competitiveness and resiliency and reduce greenhouse gases.
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Supporting CHP under efficiency programming aligns with the Government’s objectives to
improve competitiveness and drive business investment, as CHP investments support the
creation of engineering, manufacturing, construction and maintenance services jobs in Alberta’s
energy sector, and support Alberta’s natural gas sector.

Furthermore, CHP reduces GHGs compared to the current grid mix by approximately 2,400
tonnes per MW of installed CHP annually (assuming 24-hour operation 365 days per year).
1000 MW of CHP would reduce 2.4 MT of emissions (double the GHG reduction that combined
cycle plants would achieve).

Additional benefits of supporting CHP as part of the Government of Alberta’s energy,
environmental and economic development strategy include:

● Economic Development. CHP is a proven, cost-effective technology that has played a
critical role in keeping Alberta’s industry competitive and has sustained good, local jobs.
CHP can helps Alberta businesses and communities keep costs down and help drive
local economic development, to the benefit of all Albertans.

● Energy Affordability. Major components of CHP (reciprocating or turbine engines) are
proven, cost-effective technology that have played a critical role in keeping Alberta’s
manufacturers competitive and have sustained local jobs that otherwise would have left
the province. CHP is a commercially available technology for use in Alberta that reduces
costs for customers and provides excellent value for ratepayers. CHP is a flexible and
scalable technology that is adaptable to urban, rural and remote communities and
industry applications.

● Customer choice and value. Strong market interest in the technical viability of CHP has
been challenged by the economic viability in Alberta due to the carbon levy and threat of
federal carbon pricing. Firms involved in the CHP supply chain, including design,
engineering, manufacturing, construction, financing, operation and maintenance, have
found it difficult to help their customers identify a CHP solution within demanding capital
budgets.

● Reliability and Grid Optimization. CHP facilities can run 24 hours per day/7 days per
week. They are extremely reliable, and maintenance can be scheduled during off-peak
hours. As a result, investing in “behind the meter” CHP results in a consistent demand
reduction. CHP therefore supports the deployment of new technologies (including
electrification) by freeing existing capacity in the electricity grid, and reducing the capital
required for new incremental infrastructure.

● Emergency Preparedness and Resilience. Decentralized CHP units diversify and
enhance grid resiliency, and better prepares individual communities and the province for
grid outages and emergencies. CHP also allows for business continuity, including the
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protection of property and occupants, during weather-related and other types of utility
power interruptions. CHP plant reliability is very high due to the reliability of the buried
natural gas service.

● Reducing Greenhouse Gases. Operating a CHP plant at point of use to generate
primary thermal and electrical energy improves efficiency and reduces the quantity of
greenhouse gas emissions, in particular carbon dioxide. CHP facilities can provide a cost
effective, community based, and distributed solution to meet Alberta’s climate change
commitments, including long term, potential large reductions of tens of megatons out to
2050 based on CHP, district energy and an expanded thermal network that draws on
renewable and carbon neutral sources of energy, such as renewable natural gas.

We strongly urge the Government of Alberta to consider the benefits of CHP in supporting the
government's objectives of providing energy affordability, improving resiliency, reducing
greenhouse gas emissions and increasing customer choice and value in communities across
the province.

Representatives of the QUEST Alberta CHP Working Group are keen to meet with you to
discuss our submission in greater detail. We look forward to hearing from you and thank you for
your consideration,

Richard Laszlo
Senior Associate, CHP, QUEST
QUEST CHP Working Group Chair

Tonja Leach,
Executive Director, QUEST
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