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Samsung deal just the start
When asked about the Ontario government’s decision last week to restrict development of solar “farms” on prime agricultural land, Milfred Hammerbacher offered an honest, reasonable response.

“It would be almost offensive for us to complain about this,” said Hammerbacher, an executive at solar module manufacturer Canadian Solar Inc.

Sure, we’re hearing complaints from the wind industry about arbitrary turbine setbacks and how it will kill wind projects. We’re also hearing the big solar developers sounding off about the building ban on Class 1 and 2 agricultural lands and how it will, well, kill solar projects.

Meanwhile, some installers of small solar systems for commercial and residential rooftops are ringing their own alarm, understandably worried there won’t be enough product in the market to meet new local content requirements.

But these are not showstoppers; they’re challenges. By putting in place a “feed-in tariff” (FIT) program that pays a generous premium for renewable power sold into the grid, the government is betting that the incentives will entice the private sector to tackle these challenges head on.

The heads of industry associations will tell you they’re generally happy with the province’s new Green Energy and Green Economy Act and the new FIT program, launched last week, and they’ll agree that both have positioned Ontario as the leading green-energy jurisdiction in North America. But give them an ice-cream cone and they’ll still complain that they didn’t get the chocolate dip and candy sprinkles.

The local content rules in particular have been a lightning rod since being unveiled last Thursday. They require that all solar projects have between 40 and 50 per cent local content, rising to 60 per cent on Jan. 1, 2011. The target for wind is low at 25 per cent, but it too will rise, doubling to 50 per cent on Jan. 1, 2012.

Solar developers and installers will have the toughest time meeting these targets. There’s only one company that manufactures solar modules in Ontario — Woodbridge, Ont.-based Solgate Inc., which is probably popping the champagne these days. But even Solgate solar cells, the heart of its modules, are made outside the country.

We have others headquartered in Ontario, such as Canadian Solar and Arise Technologies, but their manufacturing is based in Europe or China.

The whole point of local content regulations is to change that. This province wants more than just renewable electrons on the grid. It also wants to stimulate a manufacturing sector that was already in decline before being pummelled by the recession.

Why, it’s fair to ask, should Ontarians pay high rates for green power — as high at 80.2 cents per kilowatt-hour in the case of residential rooftop solar — when that premium is simply going to flow to foreign products, foreign workers and the tax revenues of foreign governments?

“The last thing we want to see is dumping of panels from overseas manufacturers into a Canadian market and at a high cost to the Ontario taxpayer,” said Jean Paul Morgan, founder of Toronto-based solar start-up Morgan Solar, which plans to start churning out solar PV modules by the end of 2010 from a facility downtown.

Morgan Solar is hungry and hiring. “We’ll probably make those Canadian content metrics right out of the gate,” he said.

The point is that enforcing local content rules in solar will create some short-term growing pains, but there’s a bigger vision at play that will benefit all of us over the longer term.

“At least a few module manufacturers, including some of the very big names, say they can have factories up and running in Ontario within four months, if required by Ontario content rules,” said Wesley Stevens, an energy consultant at Navigant Consulting in Toronto. “Expect a flurry of activity over the next few months, with inverter and module manufacturers setting up assembly plants in Ontario.”

But is that fast enough? What does the market do in the meantime? Everbrite Solar, a new venture that’s planning a manufacturing facility in Kingston, won’t be ready anytime soon. Canadian Solar says it could move quickly to set up local manufacturing, but the market needs local products now.

The wind developers have more breathing room. A 25 per cent target can be mostly achieved today by using local consultants, engineers and construction. By Jan. 1, 2012, however, the bar will rise substantially to 50 per cent.

By then, it’s quite realistic to believe we’ll have the local capacity. As reported yesterday in the Star, the government is in advanced negotiations with industrial giant Samsung Group about setting up wind-turbine and other “green” manufacturing operations in Ontario.

General Electric, one of the world’s largest suppliers of wind turbines, is also making preparations. “I think we have a good plan to be able to meet the green-energy act local requirements, and we’ve been working on it for several months now,” said Simon Olivier, vice-president of renewables at GE Canada.

He said GE plans to take advantage of its existing operations in Ontario. A site in Peterborough that makes large motors, for example, could be tooled to make generators for wind turbines, while a Digital Energy division in Markham could be put to work for other aspects of turbine design.

Expect newcomers as well. Toronto-based offshore wind developer Trillium Power has four large projects proposed for the Great Lakes totalling 3,700 megawatts, and is working to supply those projects by putting together a local supply chain that can provide blades, towers, nacelles and even the barges required to install the turbines in the middle of a lake.

Another local consortium has come together with an eye to supplying the market for onshore wind turbines. A start-up called CWind Inc., which has designed a new type of turbine, has partnered with Port Hope-based industrial manufacturer Pro-Fab International and auto-parts manufacturer Linamar Corp. of Guelph to build a 2-megawatt product.

Pro-Fab, through subsidiary Pro-Power and Energy, is building a manufacturing plant in Port Hope dedicated to churning out steel towers for CWind’s new turbine, at least to start.

It will employ 75 people. Linamar will build the turbine nacelle, which is the large housing behind the blades containing all the generator components.

“Truly, madly, deeply we want to keep this as local as possible,” said Paula Mayor, director of business development at CWind, which has lined up private investors to back its ambitious plan. By 2012, CWind hopes to start commercial production.

The Star asked Smitherman on Saturday about the local content rules and whether, perhaps, the government made them too strict from the get-go, particularly for solar. Smitherman insisted that a lot of thought had gone into the targets and that, based on his ministry’s analysis, the capacity in the province exists today to meet them.

He conceded, however, they might need tinkering. 
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