Overview of Value of Solar Rate
What is the "value of solar?"
The value of solar generation in the utility system
The maximum value that the utility should be willing to pay for local solar, expressed in a 30-year levelized rate per kWh
Uses to benchmark supply contract economic feasibility and to set compensation rate for residential net metering credit
The Austin Energy experience
Clean Power Research LLC (CPR) hired to complete first Value of Solar study
Multiple configurations assessed
Austin Energy staff also participated in development of valuation model
http://austinenergy.com/about%20Us/newsroom/reports/PV-value report.pdf
Also commissioned a broad study of solar’s economic benefits to the community
Valuation is updated annually
Valuation applied to new residential solar tariff design in June 2012
Component values
Energy - PV replaces energy produced by the marginal generating unit in real time. PV value is based on cost of energy it replaces
Capacity - PV's hourly kW contribution to the utility system times capital cost of installing a new marginal generating facility (gas turbine, typically)
Environment - Value of "renewable-ness" of PV, derived from premium price component that customers are willing to pay for green power
Transmission and Distribution Cost deferral - Location-specific expense savings due distributed PV, measured as deferred T&D capital investments
Loss Savings - PV generation at or near the point of energy consumption saves on T&D losses associated with remotely generated energy it displaces
Original 2006 study also examined ancillary services (reactive power) and disaster recovery, but values not used due to low value and lack of precision, respectively
Major Drivers of Value
Natural gas prices
Generating unit (gas turbine) capital costs
Treasury yields
Energy & capacity operating efficiency
Using the Value of Solar in a Residential Rate
Perform a netting calculation somewhat like traditional net metering
Recognize that a customer should be given credit for generating electricity
Recognize that renewable energy generated at or near the point of consumption is more valuable than average electricity
Use the redesign opportunity to correct for flaws in traditional net metering
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