
Allocating 
Community Solar 
Costs and Benefits
Findings from a survey of six leading utilities



Our research explores several 
topics related to community solar 
programs. We cover how six 
utilities are protecting non-
participating customers from 
direct and indirect costs of 
community solar programs.

Generally, there are three ways in 
which customers participate in 
voluntary programs like 
community solar that have rate 
design impacts you need to 
consider.

Means of participation that impact rate making

Community Solar and 
Cost of Service Rate Making

1 | sepapower.org

Purchasing 
renewable energy 
certificates (RECs) 
through a 
voluntary program

Purchasing capacity 
blocks or monthly 
generation 
amounts

Purchasing output 
from a specific 
project or portfolio 
of projects



Cost Allocation Challenges for Voluntary Programs
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Type something

Direct program costs are easy for the 
utility to pass along to program 
participants. These include: 
 

Type somethingDirect Program Costs 

Cost of generation
 Program marketing and 
administration
 

Type something

Indirect costs are harder to identify and 
quantify. These include: 
 

Type something

 
Indirect Program Costs 

Cost from overall grid impact 
(integration, transmission, etc.)
 Pre-program marketing and 
administration
 Cost incurred due to unsubscribed 
generation
 Cost of any stranded assets 
stemming from participation in the 
voluntary program
 



Solutions that Mitigate Cross-
Subsidization Risk for Community Solar
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Solutions
 
 

Limit program 
size, even if 
temporarily

 
 

Match program 
growth to new 
resource needs

 
 

Address funding 
for some or all 
start-up costs

 
 

Include 
indirect program 

impacts in 
program 
charges

 
 

Identify 
opportunities to 

reduce 
unsubscribed 

load risks
 
 

 

Our research yielded 
several findings, including 
some common solutions 

that address the challenges 
of correctly allocating direct 

and indirect costs of 
voluntary programs, like 
community solar, to their 

participants.
 
 



Conclusion and Additional Reading
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It is important to be deliberate in how you plan and nurture voluntary programs, like community solar, to protect non-
subscribed consumers and ensure these programs are beneficial to the overall grid.  

Ensuring that rate design provisions are not a barrier to participation while accurately allocating risks to the correct parties 
is essential. If done correctly, you will set your program up for sustained scalability and enhanced growth potential.

Thank you to SEPA’s Community Solar 
Working Group, 3Degrees, and the 
utilities who participated in the survey. 

 Information in this slide deck is from the SEPA report, 
“Striking the Balance: Allocating Community Solar Costs and Benefits.” 
Download this report today to get more information about:

Survey participants’ program details including: 
facilities, subscriptions, tariffs, terms, relevant regulation, 
associated risk assessment approach, and more

Survey questionnaire

Detailed findings on cross-subsidization solutions

https://sepapower.org/resource/striking-the-balance-allocating-community-solar-costs-and-benefits/



