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Minnesota’s opportunity to model community solar “done right” 
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Since its inception in 2013, Xcel Energy’s community solar program has created an opportunity 

for over 13,000 Minnesotans to participate in the solar economy. As the Minnesota House and 

Senate work to reconcile divergent proposals to update Xcel’s community solar program, it is 

important to recognize that Minnesota has already established transparent rules in the Value of 

Solar (VOS) tariff to maximize solar’s potential for creating jobs, delivering benefits to 

landowners, and cleaning the environment. The legislature should lean into our existing 

framework and seek ways to improve how objective analysis can inform a principled approach 

to creating our future energy system.   

 

At the heart of the debate on the future of community solar is the extent to which customers not 

participating in the program are footing the bill to subsidize the solar subscriptions of others. 

Xcel estimates this cost at $36-39 per customer annually, but this ignores the benefits of solar, 

which once factored in, bring the total cost down to $7 per customer (see our calculation details 

in a note at the end). The benefits of solar are encapsulated in the VOS tariff, a mechanism in 

the original legislation that shields non-participants from paying for their neighbors’ community 

solar subscriptions for projects after 2017. 

 

The concept of the VOS tariff is widely agreed upon as a way to make distributed solar work 

both for those who have a stake in solar and those who do not. When the VOS was debated in 

2014, Xcel explained its usefulness the best: “when the amount customers are paying for 

distributed solar equals the costs that are avoided, there is no impact on rates and no inequity 

between solar and non-solar customers. In this scenario, solar customers share in the cost of 

maintaining the grid and are paid a fair value for their contributions. In our view, this is 

distributed solar ‘done right.’ By basing solar rates on facts and objective analysis, we can 

transition to higher levels of distributed resources while maintaining a reliable grid, offering 

affordable rates, and avoiding cost-shifts between customers.” 

 

But the actual implementation of the VOS and how it applies to community solar is where there 

has been disagreement. Xcel has argued that the VOS formula has inaccuracies, a concern that 

we have echoed in our own comments to the Minnesota Public Utility Commission. Accordingly, 

the House bill would establish procedures to reform the VOS calculation, assigning some of the 

analytic tasks to the Department of Commerce so that the VOS could be more accurate in the 

future. 

 

However, the Senate bill would scrap the VOS entirely, instead setting a cap on new community 

solar development at one-sixth of the current growth rate and requiring developers to submit 

bids to compete for a limited number of building permits. While introducing a bidding process for 

developers could lower costs in the short run, the level of the cap set is an unprincipled 

approach for our state’s energy system in the long run. The cap risks leaving significant 
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amounts of beneficial new solar development on the table at a time when we should be seizing 

all opportunities for reducing carbon emissions.  

 

Because our community solar program is tasked with addressing multiple goals of fairness, 

access, and decarbonization in a rapidly changing energy system, advocates and decision 

makers often end up talking past each other. It’s not a perfect program, but there is a lot to be 

learned from our experience thus far. For example, participation in the program is currently 

skewed toward non-residential subscribers, although a significant fraction of these subscribers 

are actually public buildings and critical community infrastructure like hospitals. Efforts like the 

residential incentive pilot that starts this year offer a great opportunity to understand what might 

be needed to further broaden participation. Within the residential sector, low-income households 

still are largely excluded from participating, so efforts like Xcel’s low-income-focused community 

solar project in the Railroad Island neighborhood of St. Paul can help us learn how to make 

access to the benefits of solar more equitable.  

 

The “right” way to transition our energy system should emerge from objective analysis whenever 

possible. The VOS is one of the tools to incorporate principled, analytic rules to our energy 

transition. It establishes the price for community solar such that private and community 

developers can compete to build the full amount of solar that benefits the public. In contrast, a 

legislatively determined cap is not based on trying to maximize the possible public benefits of 

community solar. Creating a more reliable VOS sets our system up so that community and 

distributed solar can play the most appropriate role in creating a fairer and cleaner energy 

future. 

 

---------------------- 

 

Note on the costs non-participants are paying for community solar projects pre-2017: 

 

Xcel estimates that non-participating ratepayers are being charged $36-39 per year to support 

pre-2017 community solar projects. However, using the Public Utility Commission’s more recent 

approved assessment of distributed solar’s total social benefits under the VOS (inclusive of 

savings from avoided power plants, fossil fuel purchases, transmission, distribution, 

environmental health impacts, and avoided climate change), we estimate that the total net cost 

of the community solar program is less than $7 per year for the average Xcel residential 

customer. The benefits of solar don’t all come back to Minnesotans through their electric bills; 

about a quarter of the estimated benefits would come from reduced hospital expenditures and 

avoided damages from climate change. 

  

As noted above, the VOS methodology has room for improvement and estimates of the total 

cost of the community solar program could change as the methodology improves. For full 

transparency, the documentation of our calculation can be found here. 

 

 

 

https://www.twincities.com/2018/04/05/st-pauls-first-community-solar-farm-on-track-in-railroad-island-development/
https://www.twincities.com/2018/04/05/st-pauls-first-community-solar-farm-on-track-in-railroad-island-development/
https://www.minnpost.com/environment/2019/05/minnesotas-community-solar-program-has-been-wildly-popular-why-some-want-to-limit-it/
http://www.startribune.com/complicated-economics-of-community-solar-gardens-subject-of-debate/503575142/
https://chan-lab.umn.edu/ratepayer-impact-of-xcels-community-solar-program

