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I. INTRODUCTION 

1. This document summarises the proposed Feed-in Tariff General Determination (“GD”). It 

provides an overview of the central issues and decisions, but is not intended to act as a 

substitute for the full text of the GD. 

2. The feed-in tariff (“FIT”), as defined by section 2(1) of the Electricity Act 2016 (“EA”), is 

paid by the Transmission, Distribution and Retail (TD&R) Licensee to distributed 

generators—small scale renewable energy producers—that are connected to the 

Bermudian electricity network. 1  The primary purpose of the FIT is to compensate 

distributed generators for the electricity they supply. According to the EA, the FIT should 

reflect the generation costs that the TD&R Licensee avoids by purchasing electricity from 

distributed generators as well as other economic benefits provided by distributed 

generators.2 

3. On 2 March 2018, the Authority issued a General Determination (“GD”), mandating that 

Bermuda Electric Light Company Ltd should pay a FIT for electricity produced by 

distributed renewable energy systems in accordance to the net avoided costs of 

generation described in the GD (“Transitional Methodology”). The GD Consultation 

Document, which this document summarises, now presents a full methodology for 

assessing the level of the FIT that the TD&R Licensee would pay to distributed generators. 

II. PROPOSED METHODOLOGY TO SET THE FIT 

4. The EA requires that the FIT will, at most, allow only compensation arising from the 

following sources.3 

(a) Avoided cost of generation. This is the cost of generation that the TD&R 
Licensee avoids by purchasing power from distributed generation. 

(b) Economic benefits. Any economic benefits associated with distributed 
generation.  

5. The factors proposed for inclusion in the calculation of the FIT are detailed in  Table 1. 

The inclusion of the proposed factors depends on the availability of data. 

 

 

 

 

                                                           
1 In line with the EA, the GD Consultation Document applies to all technologies used by distributed generators to 
produce renewable energy. 
2 Electricity Act 2016, section 36. 
3 Electricity Act 2016, section 36.  
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 Table 1 Factors taken into consideration for the FIT 

 Factor Description 

1 Avoided cost of generation   

A.  Reduction in fuel costs and other 
variable operating costs of generation 

Distributed generation of renewable energy may permit 
the avoidance of some variable operating costs that 
would otherwise be incurred by a bulk generator 
licensee. For example, since distributed generators 
supply renewable energy to the network, the TD&R 
Licensee can then purchase less energy from a 
conventional bulk generation licensee. 

B.  Reduction in bulk generation capacity 
requirements 

Distributed generation may mitigate the need for further 
investment in centralised generation capacity. In this 
case, additional investment cost to the system would be 
avoided. 

C.  Reduction in the TD&R Licensee’s 
network losses 

Where there is a high correlation between a customer’s 
demand and on-site generation, less energy would have 
to be supplied through the electricity network. Therefore, 
otherwise unavoidable energy losses associated with 
transmission and distribution of electricity may decrease. 

D.  Increase in the network costs of the 
TD&R Licensee* 

Integrating distributed generation facilities into the 
existing grid may increase the TD&R Licensee’s network 
costs associated with providing the necessary 
connection assets, network reinforcements and metering 
services. 

E.  System balancing costs and costs 
associated with services such as 
frequency response and operating 
reserves*  

Introducing distributed generation to an electricity 
system—especially intermittent generation such as solar 
photovoltaic (“solar PV”)—may increase the amount of 
‘dispatchable’ (or controllable) generation capacity that 
must be held in reserve, to cope with short-term 
fluctuations in electricity output resulting from variable 
solar or wind conditions. 

F.  Increase in the cost of economic 
stranding of existing generation or 
network assets* 

Significant distributed generation capacity may displace 
some capacity of bulk generation licensee(s) or lead to 
under-utilisation of network assets. This could imply a 
system cost in the form of economic stranding of existing 
generation and network assets (i.e. where existing 
generation and network assets are unable to earn the 
expected return). 

G.  Changes in thermal plant efficiency* Adding variable distributed generation to a grid may 
result in a reduction in the conversion efficiency of 
conventional plant, e.g. due to increased partial, sub-
optimal loading or more frequent changes in output from 
thermal plants that may be required to balance electricity 
demand and supply at all times. 

2 Economic benefits   

H.  Reduction in costs associated with 
meeting environmental standards 

Distributed generation of renewable energy is likely to 
provide environmental benefits relative to existing and 
planned conventional generation. A higher degree of 
distributed generation of renewable energy would 
therefore help in achieving the environmental objectives 
of the government of Bermuda.  
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 Factor Description 

I.  Increased economic activity The distributed generation may create economic benefits 
in the form of increased economic activity (such as gross 
value added from direct employment, or duties and taxes 
generated from economic activity in relation to the 
installation of solar PV in Bermuda). The magnitude and 
distribution of the expected benefits from increased 
economic activity should be subject to guidance from the 
government. 

   

 

Note: * these items are considered to be indirectly relevant in calculating the avoided cost of generation  

** network reinforcement costs are unlikely to arise at low levels of distributed generation (e.g. solar PV) 
penetration. However, higher levels of distributed generation penetration would be more likely to 
involve costs of integrating the distributed generation to the existing grid. 

6. It is proposed that the FIT should be based on the costs and benefits outlined in the table 

above (subject to data availability). The FIT will be calculated as follows. 

7. FIT (
$

𝑘𝑊ℎ
) = 

𝐴𝑣𝑜𝑖𝑑𝑒𝑑 𝑐𝑜𝑠𝑡 𝑜𝑓 𝑔𝑒𝑛𝑒𝑟𝑎𝑡𝑖𝑜𝑛 ($/p.a.)  + 𝐸𝑐𝑜𝑛𝑜𝑚𝑖𝑐 𝐵𝑒𝑛𝑒𝑓𝑖𝑡 ($/p.a.) 

𝑓𝑜𝑟𝑒𝑐𝑎𝑠𝑡 𝑠𝑦𝑠𝑡𝑒𝑚 𝑝𝑟𝑜𝑑𝑢𝑐𝑡𝑖𝑜𝑛 𝑏𝑦 𝑑𝑖𝑠𝑡𝑟𝑖𝑏𝑢𝑡𝑒𝑑 𝑔𝑒𝑛𝑒𝑟𝑎𝑡𝑜𝑟𝑠 (
𝑘𝑊ℎ

𝑝.𝑎.
)
 

8. The following is an illustration of how the various factors under both avoided cost of 

generation and economic benefit impact the FIT calculation.  

9. FIT (
$

𝑘𝑊ℎ
) =

(𝐴+𝐵+𝐶−𝐷−𝐸−𝐹−𝐺 )+(𝐻+𝐼)

𝑓𝑜𝑟𝑒𝑐𝑎𝑠𝑡 𝑠𝑦𝑠𝑡𝑒𝑚 𝑝𝑟𝑜𝑑𝑢𝑐𝑡𝑖𝑜𝑛 𝑏𝑦 𝑑𝑖𝑠𝑡𝑟𝑖𝑏𝑢𝑡𝑒𝑑 𝑔𝑒𝑛𝑒𝑟𝑎𝑡𝑜𝑟𝑠(
𝑘𝑊ℎ

𝑝.𝑎.
)
 

10. Finally, the Authority considers necessary to conduct periodic FIT reviews to satisfy the 

requirements of the EA.4 The Authority proposes that all distributed generators will be 

provided with the same level of the FIT.  

                                                           
4 Section 37(1)(b) of the Electricity Act 2016 requires the Authority to conduct FIT reviews every five years or less. 


