UTILITY-SCALE SOLAR

Utility Solar May Cost Less, But It’s Also
Worth Less
John Farrell disputes a new
study showing that utility-scale
solar is the cheapest option.
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July 22, 2015

A new report (http://www.greentechmedia.com
/articles/read/brattle-group-study-residential-pv-will-be-double-the-cost-of-utilityscale) released last week asserts that utility-scale solar is much more economical than
small-scale solar. The clear implication is that we should let incumbent utilities build or
buy solar from large-scale arrays instead of allowing customers to generate their own
power.
There are several reasons to seriously question the mistaken assertion that big solar is
better.

Follow the money
First, this study is funded, in part, by the Edison Electric Institute. The Institute is the
for-profit utility trade group whose 2013 report on “disruptive challenges” suggests,
among other things, that utilities have to fight back against distributed solar energy as a
revenue threat. Their members include many (http://www.jsonline.com/business/xcelenergy-proposes-doubling-fixed-charges-on-electric-billsb99509521z1-305472551.html) utilities (http://www.azcentral.com/story/money

/business/2015/04/02/aps-asks-raise-solar-fees/70848750/) proposing
(http://www.azcentral.com/story/money/business/2015/03/30/tep-proposes-changepayments-new-solar-customers/70611366/) or implementing
(http://midwestenergynews.com/2015/03/24/kansas-utility-targets-solar-customersfor-higher-rate/) higher charges on their customers to make small solar less economical.
In other words, the sponsors of this study have a financial interest in slowing the growth
of small-scale solar.
Second, the report is prepared for First Solar, a Wal-Mart-family-supported solar
developer that views rooftop solar as a competitive threat (http://www.desmogblog.com
/2014/11/16/walton-family-owners-walmart-using-their-billions-attack-rooftop-solar) to
its utility-scale solar business. In other words, the study was commissioned by a company
whose financial interest is in reducing competition from small-scale solar.

Question the assumptions
In theory, we could find objective study results despite biased funders, but you won’t find
them here. Let’s talk about a few of the titanic omissions in the study's comparison of
large- and small-scale solar.
Utility-scale solar and residential solar aren’t comparable on a levelized-cost basis,
because only one delivers power at the point of use (residential solar). Utility-scale solar
has to get to customers, and that requires access to (and often construction of)
high-voltage transmission infrastructure that is not only controversial
(http://www.desertsun.com/story/tech/science/energy/2014/12/18/desert-renewableenergy-plan-tranmission-lines/20587161/), but expensive (http://www.10news.com
/news/cpuc-approves-1-9-billion-sunrise-powerlink).
The following chart, based on a Clean Coalition analysis from 2011, shows that
transmission costs for large-scale solar projects can outweigh the economies of scale
that come from their large size.
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Cost can be higher, but value is lower for solar energy from centralized solar arrays. For
example, numerous studies (http://environmentamerica.org/sites/environment/files
/reports/EA_shiningrewards_print.pdf) on the value of solar energy (and one state law
(http://www.ilsr.org/minnesotas-value-of-solar/)) illustrate the particular grid benefits of
distributed solar that utility-scale doesn’t provide, including reduced line losses, deferred
distribution system maintenance, avoided transmission capital expense, and increased
resiliency.
It’s not just a theory; it’s an industry practice. When Geronimo Energy pitched Xcel Energy
on 100 megawatts of new solar capacity in Minnesota, the company promised to build it in
chunks of 2 megawatts to 10 megawatts each that it asserts
(http://www.geronimoenergy.com/wp-content/themes/geronimo
/pdf/Website%20Edits%2002-15
/Geronimo_DistSolar%20Sales%20Piece%20FINAL%20-%20email%20single%20pdf.pdf) “will
deliver many benefits, including a reduction in line loss, elimination of transmission costs,
and geographic diversification of generation assets.”
The following chart, illustrating Minnesota’s value-of-solar formula, shows particular
values that only apply to distributed solar like that on residential rooftops.
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Distributed solar also has substantial economic benefits of interest to electric customers,
if not their monopoly utilities. For example, 1 megawatt of solar that is locally owned
rather than utility-owned means as much as $5.7 million in lifetime economic benefits for
a community (http://www.ilsr.org/report-advantage-local-clean-energy-ownershipmatters/). And the dramatic rise in residential and commercial rooftop solar arrays
suggests electric customers see a clear economic opportunity in generating their own
power.

Question the purpose
It’s tempting to accept the assertion that bigger is better, especially for environmentalists
seeking the most rapid transition to clean energy. But the truth is that distributed solar
competes on cost and value, and it’s a faster way to a cleaner power sector.
Look no further than world-leader Germany, where more than 25 percent of annual
electricity production comes from renewable energy, 7 percent from solar alone. The vast
majority of German solar arrays (70 percent) are 500 kilowatts or smaller
(http://www.ise.fraunhofer.de/de/downloads/pdf-files/aktuelles/photovoltaics-report-

in-englischer-sprache.pdf) (less than the size of an Ikea rooftop).
In contrast, the splashy 550-megawatt Topaz Solar Array took seven years to develop
(https://gigaom.com/2015/01/20/a-special-report-the-rise-of-a-mega-solar-panelfarm-why-its-important/) and construct, during which time over 8,000 megawatts of
distributed residential and commercial solar were installed in the U.S. Don’t forget that,
like Germany, thousands of these distributed solar arrays are locally owned, widely
distributing the economic benefits of the clean energy transformation.
The issue of economic benefits may be the central point. Utility-scale solar safely fits
within the antiquated 20th century centralized monopoly model (http://ilsr.org
/electricitys-unnatural-monopoly/) of electricity delivery, insulating utilities from
innovative customer-centered distributed power. In fact, a late 2014 study highlighted
that net metering of distributed solar is a minor threat (http://emp.lbl.gov/sites/all/files
/LBNL%20PV%20Business%20Models%20Report_no%20report%20number
%20%28Sept%2025%20revision%29.pdf) to ratepayers, but a much more significant
threat to utility shareholders.
There’s nothing wrong with building utility-scale solar. But let’s be clear: it’s neither the
most economic nor the fastest way to green the electricity sector, and it cements
centralized control of electricity system in an era of widespread decentralized innovation.
And that may be too high a price to pay.
***
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