Five Ways to Make Sure Offshore Wind Enerqy
Blows in the Right Direction

By Steve Kelton

Five miles off the coast of Cape Cod in Nantucket Sound is a tranquil spot called
Horseshoe Shoal. Revered for both its beauty and its fishing, the area has become the center of
one of the hottest environmental controversies to grip the region for years: should we use these
waters as the site of the nation’s first offshore wind farm.! What started as a local question
debated at town meetings has grown into a national issue. Whether the parties face off in the
courtroom or in the press, the fundamental inquiry remains the same—nhow to best develop
America’s wind resources.? By following the five steps outlined below, we can minimize the

negative aspects of the offshore wind energy (OWE) development that lies ahead.

1. Define clear permitting procedures.
The United States needs clear procedures for OWE facilities. Unfortunately, because no
OWE facility has ever been permitted for U.S. waters, no one knows exactly what steps must be
taken. At least one agency believes that legislators and regulators—not private enterprise—
should take the lead in planning the location and size of a project because “[e]ncouragement of
wind and other renewables is a public policy issue.”® This approach is more like the current
offshore oil and gas leasing program, which tells industry where available areas are and allows

companies to bid for those lands.

! A wind farm is a collection of energy-producing windmills (known as turbines).
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Without permitting, there is no lease, easement, right-of-way, or other property interest
for the wind developer. This lack of defined property interests will be detrimental to the
government’s—and ultimately the taxpayers’—interests. Because current procedures do not
include rents or royalty payments, the government will receive no compensation for use of the
land or the wind. Massachusetts Attorney General Tom Reilly describes this phenomenon as the
government “giving away an invaluable public resource to the very first private developer to

seek its use.”

2. The government should place a moratorium on OWE facilities until the permitting
program is finalized; only then should a pilot project be rolled out.

With one OWE project in the permitting stage, and two dozen more waiting to begin the
less-than-ideal regulatory process, many industry experts are calling for a moratorium on all
development.® Since America is not faced with an energy crisis per se, it does not make sense to
compound the unresolved problems of permitting and property rights.° A temporary hold on
development would also allow all parties to find a non-controversial location for the first OWE
facility.

This new location should have a significant demonstration project designed to test OWE
technology and environmental impacts.” As unfortunately demonstrated by the first land-based

wind farms, implementing a full-scale system risks unacceptably high bird kills, inefficient
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technology, and issues resulting from insufficient planning.> An OWE moratorium could
actually prove useful in improving mitigation techniques and technology. The passage of time
makes it more likely that the Nantucket Sound developer will end up installing more efficient 5.0
megawatt (MW) turbines instead of today’s soon-to-be-outdated 3.5 MW machines.

Another alternative to immediate, full-scale development is to incrementally develop an
OWE site. A slower build-out will “allow a certain period of adjustment. If people express
misgivings, a large wind farm can be developed sequentially, making adjustments easier . . . Just

because a so-called wind farm can be erected quickly does not mean that it should.”

3. Royalty payments should be required and should go back to the states that are
affected by OWE.

Royalties should be charged on all offshore power generation. The turbines impact
common space that Americans currently use for fishing, boating, or recreation. Professor Patrick
Parenteau of Vermont Law School recommends using a royalty to improve the resource—in this
case, marine habitat.’® By “taxing” the exploiting industry, a royalty serves as a funding
mechanism for the public good, similar to the Telecommunication Act of 1996’s'* support of
Internet service to rural and inner-city schools and libraries.*?

This discussion about royalties is not just philosophical; it has a real, practical side

involving large sums of money. Presuming OWE pays at the same rate as an onshore project,

and using the lower of the “$2000-$4000 per MW of installed capacity” paid for land-based
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systems,*® one can calculate that the proposed 420 MW Nantucket Sound project would

contribute a hefty $840,000 per year in royalty payments.

4. All OWE facilities should take simple steps to minimize aesthetic impacts.

The aesthetics of offshore towers and turbines are so important that one researcher called
them “the primary factor underlying public acceptance of wind power projects.”** Though
aesthetics are by definition subjective, the following objective criteria should be written into all
OWE bid documents in order to lessen aesthetic objections: 1) operators must “keep the turbines
turning” through quick maintenance of broken blades and by using only free wheeling turbines'>;
and 2) operators must install turbines that look alike and rotate in the same direction—that is, be
visually uniform.'® Such easy measures will go a long way toward overcoming aesthetic

concerns.

5. America’s vision of OWE must borrow heavily from European successes.

Europe has been working with OWE since 1990, when the first facility was built off the
coast of Sweden.'” Denmark has been particularly successful with wind energy, achieving its
goal of providing ten percent of electricity from wind four years ahead of schedule in 2001.%% |f
our government wants to develop OWE, it should have clear policy goals that are long-term and

independent of the party in power. Denmark, for example, created a “planning horizon set at the
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year 2030” which provided the “very long-term planning [needed] to ensure consistency in
policy and to send strong signals to market actors about the policy scenario in which they will
operate.”*

Our government should further require OWE developers to share ownership of a project
with the local population. One Danish wind farm is half-owned by 8500 individual investors, the
other half owned by the utility.”° The developer of the site claims “[t]he main reason for our
success is local ownership . . .. If it is just a big company doing a wind farm, the community
doesn't feel it owns it. And then they will resist.”** The lesson is that where local residents have
a property interest or can see a direct benefit, they are less likely to complain about
development.??

Lastly, OWE development should be motivated by our global responsibilities and
leadership. Europeans, for example, have committed to decreasing greenhouse gas emissions per
the Kyoto Protocol, of which the United States is not a signatory.?® Notably, the European
approach is based on a forward-looking assumption: “Wind Power is environmentally preferred.

How can we best accommodate it within the existing power system?”*

Conclusion
Offshore wind energy has great potential for the United States. However, before the

government haphazardly distributes permits, it should first create a moratorium on all OWE
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facilities. This extra time will allow Congress to resolve the property rights questions by passing
8§ 321 of the Energy Policy Act of 2003. Furthermore, royalties should be charged and aesthetic
concerns mitigated by requiring developers to sell shares of the investment to local residents and
to build turbines that are uniform in appearance. Even then, the lead agency must begin slowly,
using one demonstration site to test the success of the program.

By following these suggestions, we will improve the OWE program and make it easier

for the American public to accept this new technology.



