MEMORANDUM


TO:		Governor Deval Patrick

FROM:	Secretary Rick Sullivan, EEA
		Commissioner Mark Sylvia, DOER

DATE:	April 29, 2013

RE:		Announcement of a new Solar PV Goal
	

PURPOSE

The purpose of this memo is to recommend you set a new solar PV goal of 1600 MW by 2020.  This would be 1200 MW more than the current RPS Solar Carve-Out program cap[footnoteRef:1] of 400 MW, which will be met in 2013 or early 2014, and 1,350 more than the original goal of 250 MW by 2017 that you set in 2007.  We further recommend that you announce this new goal at the event being planned to celebrate reaching your 250 MW goal.  [1:  Cap refers to the market-based incentive laid out in the Class I RPS regulation (225 CMR 14.05(4)(j)), which created the Solar Carve-Out that requires utilities to purchase Solar-RECs.  The Solar RECs are capped at 400 MW.  ] 


BACKGROUND

Based on your solar goal set in 2007, and as provided in the Green Communities Act of 2008, DOER established the RPS Solar Carve-Out in 2010 which has driven the solar market in MA from only a few MW installed, to more than 250 MW installed today. As you are aware from your meeting with solar stakeholders in February, we are rapidly approaching the 400 MW set as the cap to the current solar carve-out program.  MA now ranks as a leading state in the U.S. in terms of capacity installed, market growth, and reductions in installed costs.

The robust solar market in MA faces an uncertain future as it approaches and once it reaches the 400 MW solar carve-out cap.  Your administration, specifically DOER, has stressed its commitment to maintain a solar program to continue the robust market in MA. To this end, DOER launched a solar policy development effort with stakeholder input.

Throughout stakeholder engagement, DOER signaled its intention to establish a program that will substantially reduce ratepayer subsidy for solar over time, leading the industry to a point where the solar generation must compete on parity with other RPS Class I resources, such as wind.

Under the current policy framework, the solar program is a “carve-out” of the RPS Class I minimum standard.  DOER is recommending the new goal of 1600 MW by 2020 because they have determined that this is approximately the maximum solar generation capacity that can be “carved-out” over this timeframe without potential detriment to the broader Class I market.  That market is similarly expecting large new supplies through 2020 from Cape Wind and other projects, mainly wind from northern New England, being secured under long term contracts by the utilities, as required by statute. 

This determination was reached with assistance from a consultant, who supported DOER in examining potential options.  Initially, DOER planned to recommend a goal of 2000 MW by 2020 but ultimately decided against doing so because of a concern that making that large of a commitment to solar could leave insufficient space within the RPS for the existing and expected new Class I renewables.  If demand for other forms of Class I generation were crowded out by solar, one result could be an oversupply of Class I generation and substantial reductions in Class I REC prices, thereby jeopardizing project financing.

The new solar goal of 1600 MW by 2020 will, nonetheless, be recognized as amongst the most aggressive in the U.S.  The 1600 MW goal is consistent with the goal suggested in comments by the Solar Energy Industry Association, Environment Massachusetts (and their mass public outreach campaign), the Sierra Club, and individual solar developers.  Generally, all suggested new goals range from 1200 to 2000 MW.

In Massachusetts we are now installing approximately 150 MW per year.  As experienced in other states and in MA since 2010, the solar industry has demonstrated its ability to grow more rapidly than expected.  Given this recognition, and the concerns expressed above about crowding out the market demand for Class I generation, DOER is considering policy mechanisms that can better control the rate of development, such that the goal is not again met much earlier than planned and without preparing the market to be self-sustaining.  The 1600 MW by 2020 goal calls for only a modest increase of the current installation rate of 150 MW per year.  

To accomplish this goal and maintain significant job creation while restraining the rate of development to a sustainable level that does not impinge on the Class I market, DOER is considering policy levers that will 1) continue the robust growth of the residential/small rooftop solar market which is more highly job intensive and will bring tens of thousands of projects to our communities, 2) drive large project development to commercial rooftops, capped landfills and brownfields, and 3) manage the capacity growth of other large ground-mounted projects, thereby also mitigating emerging issues regarding appropriate land use and oversupply in the Class I market.

OUTREACH

DOER held a large and broad stakeholder meeting on March 22 during which it reviewed the context and options around the next solar program.  Several dozen comments on the meeting and presentation were received and posted.

DOER anticipates that the solar industry will be very pleased with the 1600 MW by 2020 goal, and that they understand that the available ratepayer support for this next program must be significantly diminished compared to the current program.

A significant portion of the industry and citizenry will be very pleased with a program that focuses market activity on smaller and roof top systems.  Others in the industry, primarily larger national companies that have entered the MA market, may raise concerns about any constraints on their opportunities to develop large ground-mounted projects on available lands.  These developers will find opportunities on larger rooftops, landfills, and brownfields, but the opportunity on other open lands will likely need to be managed in the new program design.

Ratepayer advocates and the AGO will be concerned about the cost to ratepayers of meeting this new goal.  The AG’s comments stressed the importance to reduce the ratepayer subsidy for solar in this next program, which DOER fully intends to do in its policy framework.  DOER, with a consultant, will also be providing a technical report on the costs and benefits of the expanded solar program, to be completed in June or July.  DOER is optimistic that the AGO will be satisfied with the program design and technical report.

DOER has completed preliminary analysis suggesting that, with cost reductions and policy design, the cost of expanding the market from 400 to 1600 MW will be roughly the same as the cost of the first 400 MW.  This program’s direct costs peak at roughly $150-$200 million per year for a period of about 7 or 8 years and then diminish rapidly.  This cost translates to approximately 0.3 to 0.4 cents per kWh for ratepayers.  To address ratepayer impact concerns, the administration will need to consistently demonstrate its commitment to develop policies that drive down costs and prepare the industry to compete on parity with other Class I generation.  DOER proposed policy framework ratchets the solar subsidy down over the course of meeting this next goal by incrementally reducing the amount of SRECs projects are eligible to receive, such that the industry must be capable of sustaining itself thereafter on parity with other Class I generation.  

DOER anticipates that legislators will generally be very supportive.  The solar program is highly popular amongst the legislature, towns, and constituents.  Legislators will be pleased by the commitment to reduce the ratepayer subsidy over time, and the attention to roof top systems and emerging land use issues.

RECOMMENDATION

We recommend that you establish a new solar PV goal of 1600 MW by 2020.  This goal will squarely place MA as a nation leading solar market, but provides a goal that can be accommodated into the current capacity of the RPS Class I program.  The goal provides sufficient time for the market to grow and adjust to the declining subsidy that will be offered, such that the market can smoothly sustain itself afterwards in parity with other Class I generation.
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