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Community Solar Market Status (2021)
• 5.2 GW of community 

solar projects have been 
installed, as of Dec. 2021

• There are more than 
2,000 projects across the 
United States 

• 65 MW of community 
solar is serving low- and 
moderate-income 
subscribers

• 22 states and D.C. have 
enabling policies or 
mandates for community 
solar
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Community Solar Market Status (2021)
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Compensating Community Solar

Community solar is distributed generation with 100% “outflow” output

Most community solar contracts offer guaranteed savings to subscribers

There are different models of ownership of community solar

Most capacity (historically) has been owned by third parties and output 
purchased by utilities and credited to subscribers

Legislation provides guidance on rates, but regulators have had 
important oversight roles on community solar compensation rates
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Minnesota Value of Solar

Minnesota’s 2013 enabling legislation for community solar established the 
parameters for a VOS tariff

The distributed solar value methodology established by the department must, at a 
minimum, account for the value of energy and its delivery, generation capacity, 
transmission capacity, transmission and distribution line losses, and environmental 
value. The department may, based on known and measurable evidence of the cost or 
benefit of solar operation to the utility, incorporate other values into the methodology, 
including credit for locally manufactured or assembled energy systems, systems installed 
at high-value locations on the distribution grid, or other factors. (MN Stat. § 216B.164, 
subd. 10)

Minnesota’s VOS methodology was finalized in 2014 after extensive stakeholder 
engagement 
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2022 VOS is 11.79 cents/kWh (levelized) 

February 13, 2022 Gabe Chan (gabechan@umn.edu) 7

Data: Minnesota Docket 13-867



Minnesota Value of Solar

The VOS methodology is maintained by the MN Department of Commerce 
(DOC), implemented by Xcel Energy, approved by DOC, and implemented by 
the Public Utilities Commission after public comment

After a period of reimbursement under the “applicable retail rate,” the VOS 
became the reimbursement tariff for all community solar gardens applied for 
starting in 2017

Concerns raised in 2018 that the VOS would be incompatible with the CSG legislation’s 
requirement that the program “reasonably allow for the creation, financing, and 
accessibility” of community solar (MN Stat. §216B.1641) 

The Minnesota PUC adopted a 1.5¢/kWh adder for residential subscribers for 
2019 (extended through 2022)
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Data: Minnesota Docket 13-867
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The VOS Balancing Act: Tradeoffs in Ratemaking Principles

VOS design must balance:
• Accuracy that ensures 

fairness based on cost-causal 
principles 

• Practical capability as a 
market-shaping tariff for 
appropriate third-party 
investment

• Transparency and close-
enough simplicity

• Consider pace of change
(Adopted from Taylor, et al. 2015)
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https://www.nrel.gov/docs/fy15osti/62361.pdf


The Scope for DER Compensation Analysis
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Reflections on the MN VOS experience

The PUC, Xcel, and stakeholders have spent a disproportionate amount of 
time on establishing the VOS relative to the total MW that have been deployed

The complexity of the VOS may be necessary for creating a deployment 
environment for distributed resources that recognizes the full public value 
these resources can provide

The VOS is a “boundary object” (a point of negotiation to create a “neutral 
incentive”) for utilities, third parties, and the public to engage in setting the 
rules for the energy system based on data and analysis

Complexity may be necessary to protect the public interest, particularly as 
distributed energy scales up to meet system needs
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FPL Low income customer value 
proposition



FPL Non-participant value proposition
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Community Solar for Low-Income Customers: A View from the West

Matt McDonnell, Managing Director
Strategen Consulting
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Overview

1. Community Solar Rate Design 
Approaches

2. Fostering LMI Participation in 
Community Solar

3. View from the West: Case Studies



Community Solar Rate Design Considerations
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+ Virtual Net Metering
- Simple to explain to customers

- Often yields highest customer savings potential 

- But could raise concerns about cost shifting for non-
participating LMI customers

+ Virtual Net Billing
- Mimics the rooftop solar PV benefit 

- Can incent consumption during times of high-PV output 
and mitigates cost shift concerns

- But adds complexity and may lower customer value 
proposition for participating LMI customers
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Virtual Net Billing: Illustrative Example
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+ Solar Credit reduces Electricity 
Consumption on a Customer’s Bill
- When the account consumes more than the 

allocated virtual solar, then solar reduces 
consumption charges and is thus implicitly 
compensated at retail rate.

- When the account consumes less than the 
allocated virtual solar, the excess solar 
export is compensated at a specified export 
rate, less than retail rate (e.g, Value of 
Solar)

Load Profile
Allocated Virtual Solar
(Virtually) Self-Consumed Solar compensated at retail rate
(Virtually) Solar Export compensated at Value of Solar



Future State? Dispatchable Community Solar + Storage
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+ Community solar facility paired with 
energy storage

+ Utility able to dispatch facility to meet 
a variety of dynamic grid needs 

+ Facility receives flat monthly revenues 
for services akin to a capacity payment

+ Revenues shared with community solar 
subscribers on a proportional basis 

+ Could be strategically sited for 
resilience benefits
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Fostering LMI Participation in Community Solar
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+ Pricing + Subscriber Savings
- Upfront expense can be cost-prohibitive 

▪ Pay-As-You-Go approach can allow LMI participation with no initial “buy-in” 

- Ultimate bill savings may be minimal, demotivating LMI participation; fraud or deceptive sales tactics can victimize 
vulnerable customer groups
▪ Guaranteed Savings approach can help assure minimum bill savings for LMI participants 

+ Reducing LMI Barriers to Participation
- Qualifying customers as “low-income” or “LMI” can be challenging 

▪ Hard to reach demographic – inherent impediments to identifying which customers are eligible

- Emergent best practices
▪ Pre-qualification through participation in other income-assistance programs
▪ Self-Attestation 
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Community Solar
Case Studies in the West
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Oregon
• Established by SB 1547 (2016)
• Rules adopted by Commission in 2019
• Program capacity divided into 2 tranches:

o Initial Offering: 82 MW available early 2020 
o Second Offering: 79 MW available early 2022

• Updated rules were adopted for Second Offering

New Mexico
• Established by SB 84 (2021)
• Rules under development
• Program capacity: 200 MW

Hawaii
• Established by Act 100 (2015)
• Program approved in 2018

• Program capacity:
• Phase 1: 8 MW (2018)

• Phase 2: 235 MW (2022) 



Comparative Evaluation - 1
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Oregon Hawaii New Mexico

Bill Credit

• Equal to the retail rate for 
residential customer and 90% of 
the retail rate for non-residential 
customers, with an annual 2% 
escalator

• Total costs and fees for LI 
participants must be at least 40% 
lower than the bill credit 

• Based on historic average avoided 
cost of energy; differentiated by 
island

• Derived from the total aggregate 
retail rate on a per-customer-class 
basis, minus distribution costs

• May include the net present value 
of RECs

Carve-Out

• 10% of project capacity for LI 
customers

• 25% of program capacity for 
community-based projects

• 50% LMI Subscribers for utility-
owned community solar facilities 

• 30% of project capacity for LI 
customers and LI service 
organizations

Project 
Selection • First-come, first-serve

• First-come, first-serve for small 
projects (up to 250 kW)

• RFP Solicitation for larger projects 
with Price and Non-Price Selection 
Criteria

• Non-price RFP based on:
o Project viability
o Developer experience and 

subscriber benefits
o Project siting
o Local community benefits
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Comparative Evaluation - 2

29

Oregon Hawaii New Mexico

Prequalification 
of LI customers

• No prequalification
• Income verification conducted by 

the LI Facilitator
• An affordable housing facility can 

enroll on behalf of specified LI 
tenants if it directly pays for 
electricity costs

• Prequalification based on 
participation in Medicaid, SNAP, 
LIHEAP, other LI programs, or 
residence in an affordable housing 
facility

• Prequalification based on 
participation in Medicaid, SNAP, 
LIHEAP, other LI programs, or 
residence in an affordable housing 
facility

• An affordable housing facility can 
enroll with consent of all tenants 

Education & 
Outreach

• The LI Facilitator can recruit LI 
participants for a project at no cost 
if requested by the PM

• PMs that recruit their own LI 
participants must submit a LI 
Recruitment Plan

• Community Outreach Plan 
requirement for Subscriber 
Organizations

• Cultural resource impacts 
evaluated

• Experience working with LI 
communities and LI customer 
engagement included in RFP 
criteria

Cost Shift & 
Cross-
Subsidization

• Required to minimize cost shift to 
non-participating ratepayers, but 
no specific parameters

• Exploring subsidization of 
interconnection costs for LMI 
community solar projects

• Cross-subsidization may not be 
more than 3% of non-subscribers’ 
aggregate retail rate on an annual 
basis
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www.strategen.com

Matthew McDonnell
Manag ing  D i rec to r,  US Consu l t ing

mmcdonnell@strategen.com

+1 313-657-8982
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This session has ended. The next session 
begins at
1:30 p.m. ET after the lunch break

Relevant NARUC Resources:
- Relevant External Resources (on the app)
- Staff Surge Call on Community Based 
Clean Energy Summary

https://www.naruc.org/cpi-1/emerging-issues/commission-staff-surge-calls/
https://pubs.naruc.org/pub/93B79995-1866-DAAC-99FB-8ED757A7917C



