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California Sacramento’s Municipal Utility District (SMUD) has pioneered a community solar program
called SMUD solar shares. Sacramento electric customers who want to buy solar power but may not
have access say because they have a rental unit, can buy what the utility district calls SMUD
SolarShares. This is a program that makes solar power available all Sacramento customers including
multi-unit buildings to buy solar electricity.
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The California utility district feels that solar clean energy should be made available and affordable to
everyone. If solar for a residential home is not an option, Sacramento customers can buy solar power
through SolarShares which means the power is generated locally with solar. For a fixed monthly price
based on the customer’s usage, the community solar program gives a credit on your bill every month for
solar power produced on a local utility owned solar farm.

Community solar is a concept that has lots of cheerleaders. And what’s not to love? At it’s best, this
market-based deployment strategy can expand access to clean energy, create jobs, spur local investment,
and help drive down the cost of solar panels as reported in a story by Mckenna Morrigan in Americans
For Energy Leadership.

But while the concept of community solar has had strong support from policymakers and clean energy
advocates for several years, real community solar projects have been slow to materialize. Now, two
statewide community solar programs and a host of other new state and local policies to encourage
community solar may be catalyzing a wave of new projects. Will the reality of community solar live up
to the ideal?

Community solar energy carries all the environmental, economic, and national security benefits of clean
energy in any form, but with a distinct advantage. A review of research by Northwest SEED suggests
that community solar energy projects deliver 2-5 times the economic benefits of projects built by out-of-
state investors. And, in places that import electricity from outside the area, community energy can also
keep utility dollars in the community, with multiplier benefits for the local economy. Community energy
provides distributed solar generation, with associated benefits such as increased system reliability and
resilience, lower peak power requirements, minimal transmission requirements and reduced line losses.

Examples of community solar energy began in rural areas of the Midwest, where farmers joined together
to capture some of the benefits of the commercial wind development boom underway at the time. These
projects blazed the “community energy” trail, developing novel legal structures and forms of financing,
and proving that community solar energy could be a source of job creation and economic development.

But community wind has limited applicability, given the requirements of a strong wind resource, access
to transmission capacity, and lots of open space to make a project financially viable. In contrast, solar
photovoltaics (PV) are well suited for modular applications of varying scales and can be placed on
existing structures, making them a great fit for urban areas where retail electricity rates and demand
loads are often highest.

Community solar is appealing in part because, despite broad interest among the public in solar energy,
most people don’t have the ability to install solar PV on their own property. A 2008 study by the
National Renewable Energy Laboratory found that only 22 to 27% of residential rooftop area is suitable
for hosting an on-site solar PV system after adjusting for structural, shading, or ownership issues. And in
places like New York City, where home ownership rates are especially low, only a small number of
people have incentives to invest in solar PV.

Community solar projects address this barrier by decoupling solar PV investment from on-site
generation. Owners of community solar give funds to pay for a portion of a project, and reap benefits
proportional to their investment. Community solar projects can be installed on the property of one of the
project owners, on a separate private site, or on a shared location, such as local or state government
property. Owners can include renters, homeowners, local businesses, even utilities.

Only a handful of community solar projects are complete, with another handful in development, so no
definitive model exists. But so far, projects fall into two approaches.
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The first and more common is the utility-sponsored approach for local solar. These projects are legally
owned by a utility, and people voluntarily contribute funds to help finance them, either up front or on a
monthly basis. In exchange, contributors receive credit on their utility bill equal to the output of
electricity from their portion of the investment. Early examples of this approach include the Sacramento
Municipal Utility District (SMUD) Solar Shares program and the Ellensburg, WA Community Solar
Park. These public utilities have been very successful in using this approach to finance solar installation
and the concept is spreading quickly.

Despite its popularity, the utility-sponsored solar approach has some significant limitations. According
to an analysis by the New Rules Project at the Institute for Local Self-Reliance (ILSR), utility-sponsored
projects can compare unfavorably to the economics of individual ownership. In some cases, contributors
never even achieve full payback of their initial investment, making this approach much like other “green
power” solar programs where utility customers simply pay a premium for clean energy. Only where
there is a production incentive that generously rewards community projects (such as in Washington
State) does this model seem cost-effective for contributors. Still, for those who cannot invest in solar
themselves, the utility-sponsored approach is often the only option.

The second approach might be called a true community ownership solar model, where the risks and
benefits of ownership are shared among individual participants, often through an ownership structure
such as a cooperative or an LLC. This model is much stronger in concept, but it has proven very
challenging to get off the ground, despite strong interest in many communities.

As David Brosch, lead developer of University Park Solar Community in Maryland, one of the first
community solar projects in the country, said, “It took us over two years to develop our solar project
structure and only two months to find our members.” The Clean Energy Collective’s Mid-Valley Solar
Array in Colorado, a 77.7 kW community solar project, is another early and widely touted example of
the ownership approach, which its founders hope to replicate around the country. Compared to the
utility-developed solar approach, these projects have shown to be more attractive investments, with
paybacks faster than would be possible through individual solar PV ownership.

While initial solar projects have shown that it is possible to build solar PV projects through community
support, several things make it difficult to put community solar projects especially those using the
community ownership model together. The specific policy barriers to community solar have been deftly
analyzed by Billy Parish at WattHead and by Northwest SEED new printing publication guide for
community solar developers, but three main issues are worth mentioning:

Securities Law: Existing securities law prohibits community projects from recruiting participants except
by word-of-mouth, and caps the number of “unsophisticated” (i.e. not wealthy) investors that can be
included. These limitations are in direct conflict with the concept of community solar, which is intended
to allow many ordinary individuals to contribute relatively small sums of money that add up to fund a
sizable solar project.

Access to Tax Credits: Even though the cost of solar panels has declined significantly in the last year,
solar PV projects still require tax credits, grants or other incentives to achieve price parity with
conventional electricity sources. Since 2009, the biggest source of support has come from Federal
Renewable Energy Tax Credits. But most community solar projects don’t qualify, because eligibility for
the credits requires either that the system be located on the taxpayer’s dwelling, or that the owner be
owned by a commercial, tax-paying entity. Utility-sponsored projects owned by public utilities don’t
qualify either, because those entities don’t pay federal taxes. Unless a community solar project has
access to other incentives, it is difficult to make the economics pencil out without the federal credits.
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Net Metering Policies: Outside of tax credits and other government solar incentives, solar projects
generate revenue by selling electricity to the grid. For residential and small commercial on-site projects,
this is usually done through a net metering arrangement, where a utility provides a credit (either in kWh
or in dollars) on the project owner’s utility bill for the energy produced. Community solar requires
revising the program rules, so that multiple owners can receive credit.

Most state solar support comes in the form of a community net metering (CNM) program. Whereas
traditional net metering provides credit on the utility bills of individual customers with on-site solar
panels, community net metering allocates credit for energy production to multiple owners of a shared
system. Community net metering addresses some of the obstacles to community solar, but as the ILSR
Report notes, by itself it does not make community solar more affordable.

Two states have gone further to encourage community solar. In June 2010, Colorado passed a law
creating “‘community solar gardens” owned by ten or more subscribers and smaller than 2 MW. Instead
of allocating credits through net metering, utilities are required to purchase the output and renewable
energy credits (RECs) at rates comparable to those offered producers with on-site generation, and each
subscriber can receive payments valuing up to 120% of their electricity consumption. In addition,
investor-owned utilities in the state must purchase at least 6 MW from community solar gardens by
2013, and make a good faith effort to get participation in solar gardens from low-income ratepayers and
renters.

Washington State’s Community Solar Enabling Act also chose to eschew net metering in favor of
providing direct production incentives to owners of community solar projects up to 75 kW. The law
grants community solar projects $0.30 for every kWh produced (twice the incentive for individual on-
site production). Projects are eligible for incentive multipliers for using modules and inverters
manufactured in Washington, encouraging local manufacturing as well as local ownership. To qualify
for these community solar incentives, projects must be located on local government property, requiring
innovative partnerships between governments, solar developers and community members interested in
support solar power.

These state programs help to address some of the policy barriers to community solar, but action at the
federal level is still needed to modify securities regulations and to ensure that community solar project
owners can benefit from federal incentives, making it easier for anyone who wants to invest in
community solar to do so.

And more work must be done at the state and local level to improve the investment environment for
community solar. According to the National Renewable Energy Laboratory, homeowners who have
installed on-site solar PV systems, report their primary motivation is to reduce their electricity bills.
Thus, it is only logical that, in order to attract investments from similar people (i.e. those who might
have interest in installing solar PV but who lack proper site characteristics, ownership, or sufficient up-
front capital for an individual on-site system), community solar projects must provide a cost-effective
investment opportunity: providing a return on investment over the project’s life.

So far, only a few community solar projects, using the ownership model, have achieved this objective.
Policymakers interested in supporting community solar on a large scale should not lose sight of the fact
that making these projects a good investment for potential contributors is a critical requirement for
bringing more community solar projects online.
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o Squeeze More Power From Your Grid-tied Home Solar Kit

5/17/2011

Page 6 of 13

One of the most important considerations when you are planning your installation is
locating your home solar kit to...
o Oil Giant Gains Control of Solar Equipment Company

5/9/2011

The French oil and gas giant Total (the world’s fifth-largest), shelled out a cool $1.38
billion for a controlling...
o Solar Installers Continue to Battle PV Installation Fees
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5/2/2011

There is some controversy among solar companies that PV installers permitting process is
unnecessarily complicated and bureaucratic in many...
o Home Solar Installers, Chronicle of My DIY Journey Into Renewable Energy

4/20/2011

For many reasons, decided that installing my home solar panels was the best approach the
least of which is...
o Is a Home Solar Lease the Equivalent of a Sub-prime Mortgage that is Doomed to Fail?

4/14/2011

There are some that argue that a home solar leases being offered by some solar companies is
the renewable...
o Wind Turbines With Spinning Solar Blades, Renewable Technology Picking Up Speed

4/5/2011

Solar panels embedded into the blades of wind turbines? It seems the argument of solar
power Vs wind energy...
o US Continues to Fall Behind In Solar Energy But New Renewable Law in Illinois Will

Help

3/30/2011

China, Germany and Canada are powering up solar recognizing importing oil is not the
future. Where is the United...
o Homeowners Motivation Survey Hireing Solar Installers

3/24/2011

The solar installers market in America is potentially around 40 million homes of which only
a fraction of which...
o Very Cool Solar Canopy Using Sanyo Bifacial PV Panels

3/20/2011

To much of the solar world this is old news, but it is still new exiting news to most...
o When Home Solar Gets Sexy

3/4/2011
When you first put the amp meter on the DC wire run coming off the roof of new solar...
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o The Suns Up Now On Solar Thermal Hot Water: Building on a Rich History
The practical application of solar thermal was first introduced by the Swiss in 1767, but
heating water with a patented solar water heating collector did not happen until 1891 in
America. The man largely given credit for this countries popular residential application of
solar thermal was Clarence Kemp who invented a solar collector and sold [...] [...]

o The Power of Portable Solar in Afghanistan Helping the Troops Lighten Their L.oad
Humping the Grand Canyon with a full pack is no walk in the part but it pales in
comparison to what our troops go through in Afghanistan every day. A company of U.S.
Marines recently conducted a remarkable three-week patrol through southern Afghanistan,
replacing hundreds of pounds of spare batteries in their packs with portable [...] [...]

o As Solar Installers Search to Lower Costs, Adhesives are Emerging as One Alternative.
Solar installers and the renewable energy industry have technically met the challenge of
grid parity in many geographical locations and yet there is still hesitancy in the uptake of
this renewable resource. Despite the advances solar technology the manufacturing process
can often be expensive enough to make the margin of return and profit too much [...] [...]

o Emergency Solar Generator Kits Hands Down Beat Fossil Fuel Power
Emergency solar generator kits are a real godsend for many homeowners during these
unsettling times. Critical temporary power can quickly restore power to refrigerators and
TV news outages. You don’t have to be a survivalist to read the headlines and see that
devastation caused by natural disasters can bring down utility lines for days. Emergency

solar [...] [...]
o Solar Installers Panel Orientation Squeeze Every Watt of Electricity From the Sun That You
Can

If you’ve read any do-it-yourself books on solar installation, you probably know a little
about how solar installers should orient panels. Keep them facing true south. Make sure
you’ve got the correct tilt, or adjustable seasonal tilt, and no shading, not even partial
shading. With This is all good general advice. But sometimes, true south [...] [...]

o Solar Thermal Hot Water Systems Amazing Simple Technology
While escaping to the coast to a friends house in a secluded area near the Pacific, I was
amazed to see how low her gas bill was. Why? She has a hot tub as well as a small lap pool
that my friend keep very warm. On the hot tub, pool and her home she [...] [...]

o Solar Internet World Should Embrace the Google Change
As a renewable energy group that is immersed into the solar world, most of us spends some
part of every day scanning news headlines that float past in cyberspace. I don’t know why,
but it blows me away when I read a post or new solar product with a Google key word term
intentionally designed [...] [...]

o Survival Preparedness; Choosing the Right Off-grid Emergency Solar Generator
The tragic disaster in Japan has captivated the country’s attention for the last two weeks but
is also reminded us how quickly our lives can be changed. From someone who makes their
living in the solar renewable energy industry, I could not help but reflect on how off-grid
solar can help in emergency situations. I live [...] [...]

o Battery Systems Will Soon Revolutionize Home Solar Using Lithium Battery Technology
Solar works great but much of the energy produced is lost during the peak demand time of
day. Solar panels on your house are busy from 9:00 AM to 3:00 PM pumping out free clean
electricity. Utility companies are straining at 3 — 7 to provide enough community power
without having to go outside their [...] [...]

o Solar Humbuggery Still Afoot With Fannie Mae & Freddie Mac Sabotaging Job Creation
Whenever I vote these days I feel a little like Charlie Brown must feel when Lucy tells him
to go ahead and kick the football and then she pulls it away. From about 2008 until the
spring of 2010, thousands of homeowners in 23 states were able to go solar because of a
unique long-term [...] [...]

http://www .bluepacificsolar.com/blog/?p=2073 5/23/2011



Solar Ownership to the Masses California Utility Provides Power Model Page 9 of 13

Feel The Power! Quality Cheap Home Solar DIY Panel Kits . Start
your journey away from rising utility bills. This affordable solar kit is expandable, one panel at a
time.

Kits start at just $894.
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20 YEARS AGO
YOU CAMPED
DAD’S WAY

NOW IT'S YOUR TURN

See What The Power

Of The Sun
Can Do For Your Life
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o Myth:; Home or Off-grid Cabin Solar is Too Expensive To Bother With
There is a public misconception that home grid-tied or off-grid cabin solar energy is simply
too expensive to bother...

o Solar Pace Financing; Fanny and Freddie Still Standing In The Way
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Yep, Fanny and Freddie have not gotten out of the way and is still impeding the progress of
solar...

o Solar and Other Alternative Energy Programs Spared Budget Cuts
Federal program to support the development of solar and other clean energy technologies
escaped the budget ax this week...

o Google Invests Big Into California Solar Tower of Power
Google has once again gotten its green on by investing $168 million dollars in what will
soon be the...

o How Much Will Solar Cost Me? Making Sense of PV Payback & ROI
The question is poisted a thousand times to solar energy consultants and installers across the
country every day. The...

o Solar Thermal Flat Plate Vs Evacuated Tube Collectors
Homeowners today are heating thier water today across every climate zone in the world.
Heating home hot water with...

o Tax Time is Near Solar Energy Credits Can Pay Off Big
With some of the states solar incentives dwindling due to their popularity, don’t forget
about the federal tax credits...

o Mobile Solar Generator AC Portable Energy Off-grid Power Anywhere
Portable solar generator designed to provide off-grid AC electricity and light enough to tow
behind most passenger cars. This...

o Jobs — Getting Into Solar Wind or Thermal Energy Industry
The solar industry is the new high demand jobs engine that is going to drive this country
back into...

o Home Solar System Kits Permit Requirements
Homeowners installing their own solar panel kits are becoming a common occurrence
across America. Complete solar installation kits are...
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