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COSTS AND BENEFITS OF RAISING THE LOCAL SOLAR GOALS TO 
250 MW BY 2025 AND TO 300 MW BY 2027  

Executive Summary 
 

Austin Energy is a municipally-owned utility that is nationally recognized for leading the way in environmental 
stewardship.  Over 10,000 Austin Energy customers are supporting local solar through onsite generation or 
participation in community solar programs. Austin Energy is poised to surpass the Utility Scale Solar goal of 
750MW in 2020, five years ahead of schedule. As we track toward the achievement of the Local Solar Goals, Austin 
Energy is happy to report that in cooperation with the local community, we have achieved the interim goal of 
70MW of customer-sited solar early and are on track to exceed the 2020 locally-sited solar target of 110MW.  

The purpose of this study is to assess the costs and benefits of increasing the current Local Solar Goal from 200MW 
to 250MW by 2025 and 300MW by 2027. This study evaluates the 25-year costs and associated benefits to adding 
50MW blocks. This analysis focuses on costs for which there is not an associated benefit of direct cost savings to 
customers and excludes costs that are net zero or net positive for customers, such as the avoided costs portion of 
the Value of Solar (VoS).  

The studied costs include:  

• VoS Environmental Component 
• Difference between the VoS Rate and the VoS 

Assessment 
• Incentives 
• Unrecovered meter costs 

o Meter 
o Truck roll 
o Installation and set up 

Costs vary based on the different segments of installation types that make up each 50MW block. Segmentation is 
based on Austin Energy local solar forecast studies that are modeled on historical uptake, planned projects, and 
industry forecasts. This study assumes that the 50MW of projects will be evenly distributed over the course of the 
next 5-7 years. 

The study identifies that the costs of each 50MW block, based on the number of customers and the 25-year 
expected production, are approximately $32.25MM. Costs associated with the VoS are just over $19.75MM and 
make up the largest portion of the overall costs. Incentives are the next largest contributor at just under $11.5MM. 
Incentive costs will be part of the $5MM annual incentives that Austin Energy has committed to through FY27.  
Meter costs represent a small fraction of the total costs at just over $1MM. 

50MW of added solar capacity equates to more than 1,828 million pounds of avoided carbon dioxide. That comes 
at a cost of less than $0.01/lb. There are also social, economic, and environment benefits associated with the 
studied costs, some of which may potentially be realized for decades to come. 

The local solar adoption forecast model based on previous and current industry trends and incorporating projects 
currently in the pipeline, such as East Blacklands PPA, shows that Austin Energy will exceed the goals in question 
without any changes to the current incentives and VoS programs. It is important to consider that capacity additions 
at Utility Scale require far less handling in terms of permitting, inspections, billing, and customer care, and are far 
less expensive than those within the local grid. 

The noted benefits include: 

• Avoided pounds of carbon dioxide 
• Improved VoS price surety 
• Consumer cost benefits 
• Local solar market development 
• Customer education on solar 
• Industry best practice adoption 
• Local economic development 
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Introduction 

Austin Energy is a municipally-owned utility, 
focused on driving customer value in energy 
services. Established in 1895, Austin Energy 
provides electric power and retail energy 
services to the Greater Austin area. Austin 
Energy is a leader in adopting innovative 
technologies, including the use of renewable 
energy, to build a better Austin.  

Austin Energy has a long history of innovative 
solar programs. In 1998 Austin Energy 
developed one of the first utility-owned solar on 
customer rooftop programs in the nation, called 
Solar Pioneers, and soon after launched Solar 
Explorers, one of the first Community Solar 
programs. In 2004 Austin Energy developed the Commercial and Residential Solar Incentive Program with the 
intent of driving early adoption and innovation, while also developing interconnection processes, and promoting 
best practices in the then emerging solar industry.  

Through efforts to promote solar as a viable 
environmentally responsible local generation 
source, Austin Energy has increased solar 
adoption through incentives with sensitivity to 
the installed costs, in order to ensure the wise 
expenditure of the customer dollar (Figure 2.). 
As we help customers overcome cost barriers 
and move along the solar adoption curve, 
Austin Energy continues to enhance the 
customer experience by providing not only 
financial incentives, but also reliable 
information to help our customers make wise 
purchasing decisions. Recent efforts have also 
focused on shortening timelines through 
evaluating and streamlining processes and 
carefully recrafting incentive offerings to 
increase simplicity and efficiency. Programs 
designed to promote competition have 
resulted in some of the lowest installed costs 
in Texas, and the nation, with the average 
residential installed cost per Watt at just $3.15 
(Figure 2.). 

Figure 1. Palmer Events Center Community Solar 

 

Figure 2. 
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For over twenty years Austin 
Energy has played a major role 
in fostering a vibrant local 
solar industry. From just four 
contractors in 2004 to over 
sixty today, with over 1500 
solar jobs in Travis county 
alone (Figure 3.), Austin 
Energy strives to influence the 
solar market to allow 
opportunity for new solar 
businesses to thrive. 

 

 

 

In response to Austin City Council goals and objectives, Austin Energy has become a nationally recognized leader 
not only in solar procedure, policy, and program design, but also in other environmentally responsible programs 
such as Green Choice, Green 
Building, and Home 
Performance with Energy 
Star, which are emulated by 
other cities worldwide. 
Austin City Council works 
with Austin Energy to set 
goals for progress towards 
environmental and 
sustainability missions, 
which require periodic 
review and adjustment. This 
document will analyze the 
current state of solar 
adoption, and integrate 
industry forecast 
assumptions into a model in order to assess the costs and benefits of raising the local solar goals from 200MW to 
250 MW by 2025, and 300 MW by 2027. 

 

 

 

 

Figure 3. The Solar Foundation Solar Job Census 2018 

 

https://www.solarstates.org/#state/texas/counties/solar-jobs/2018 

 RECENT AWARDS 

2017 C40 CITIES BLOOMBERG PHILANTHROPIES AWARDS  

2018 AUSTIN CHAMBER GREATER AUSTIN BUSINESS AWARD – INNOVATION 

2018 PUBLIC POWER UTILITY OF THE YEAR - SEPA 

2018 MAYORS’ CLIMATE PROTECTION AWARD 

2018 TOP 10 SOLAR UTILITY AWARD - SEPA 

2019 GREEN POWER LEADERSHIP AWARD - EPA 

2019 TOP 10 UTILITY GREEN PRICING PROGRAMS - NREL 
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Background  
 

Austin Energy Solar Programs 

Austin Energy is committed to a $5MM incentive budget annually through FY27. Current Solar Incentive Programs 
from Austin Energy include the Solar Education Program, Multifamily Capacity Based Incentive (CBI) Program, 
Shared Solar Pilot Program, Commercial Production Based Incentive (PBI), Commercial Leasing Pilot, and the 
Community Solar Program.  

The Solar Education Program offers a flat 
incentive for homeowners who purchase a 
minimum 3kW-ac qualifying PV system. The 
current incentive offering is $2,500. As a 
prerequisite, the customer must take the Solar 
Education course and pass a short quiz. The free 
online course informs the customer about solar 
PV systems, from frequently used terms, to 
system sizing. It also provides resources to help 
the customer as they move toward a solar purchase. Informed customers are able to ask the right questions, and 
strategically select the right contractor, after shopping for the best deals. This increases competition in the market 
and leads to lower costs for higher quality products.  

The Multifamily CBI is designed to streamline enrollments for 
incentives where there are five or more units. The Shared 
Solar Pilot currently works through the Multifamily CBI 
program and is opening doors for low income multifamily 
projects (Figure 5.). Austin Energy is helping to reduce costs 
for multifamily PV systems with our Shared Solar Pilot. 
Through Shared Solar, a PV system is interconnected at a 
single interconnection and the production is assigned to the 
resident’s accounts through the billing system. Reducing the 
amount of meters and equipment required results in 
significant cost savings. 

Austin Energy Solar programs 
are reaching underserved 
markets, with one third of 
residential solar customers 
being low income. The solar 
energy programs at Austin 
Energy go beyond customer 
rooftops as well. Austin 
Energy’s subscription based 
Community Solar Program 
reaches those who are unable to install and own systems on their property, serving customers who are renters, 
apartment dwellers, have shaded roofs, or lack access to necessary capital.  Half of the renewable energy output 
from the Community Solar Portfolio provides green energy and reduces bills for Customer Assistance Program 
(CAP) participants.  
 

 “I FOUND AUSTIN ENERGY'S SOLAR INCENTIVES TO BE WELL 

BALANCED AND DESIGNED. THE UPFRONT REBATE IS USEFUL 

TO INCENTIVIZE THE CONSTRUCTION, WHILE THE ENERGY 

BUYBACK SYSTEM BALANCES THE NEED FOR CONSERVATION, 
DISTRIBUTION OF ENERGY PRODUCTION, AS WELL AS 

MAINTENANCE OF THE GRID.” 

Figure 4. Multifamily Solar

 

Figure 5.

 

Entity Location # of Units kW-AC Incentive
Foundation Communities Cardinal Point 120 166 199,920$         
GNDC Jeremiah (net zero) 35 48 103,950$         
GNDC La Vista 22 81 97,090$           
HACA Chalmers South 86 125 151,110$         
HACA Goodrich 120 214 257,950$         
HACA Chalmers East 156 259 312,000$         

               

Phase 1

Shared Solar Project Summary

Phase 2

https://austin.maps.arcgis.com/apps/MapJournal/index.html?appid=d0f57a894f1346bda7a69ddd6b2fd08f
https://austinenergy.com/ae/green-power/solar-solutions/for-your-multifamily
file://fusion/groups/Customer%20Energy%20Solutions/Solar/2016%20Generation%20Plan%20Requirements/Multifamily%20Shared%20Solar%20Pilot%20Program
https://austinenergy.com/ae/green-power/solar-solutions/for-your-business/solar-photovoltaic-pv-incentives
https://austinenergy.com/ae/green-power/solar-solutions/for-your-home/community-solar
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The Commercial PBI offering provides monthly bill credits based on the metered energy output of the commercial 
PV system. The incentive level is based on system size and the customer’s solar portfolio, crediting all solar 
production at the fixed incentive rate for the first ten years. As a component of the PBI program, the Commercial 
Leasing Pilot allows customers to lease the PV system from a third party. The leasing model can provide added 
benefits, allowing the customer to apply costs to the operations side of their books so they can avoid a large 
capital expenditure, and to leverage federal tax credits and accelerated depreciation in the absence of tax 
appetite. There is typically an option for the customer to purchase the system once the incentives have been 
obtained.  

Finally, there is a Community Solar offering, where market rate customers pay a slight premium to receive Green-e 
Certified renewable energy. The participant pays a Community Solar Adjustment fee, which is locked in for 15 yrs., 
replacing the Power Supply Adjustment fee on the subscriber’s bill. Subscriptions can be canceled at any time and 
are portable within the Austin Energy service territory, making it a very fixable product that can be used by any 
residential customer. There are currently two projects online, with a total capacity of 2.7MW, which are fully-
subscribed, serving over 400 customers. An additional 1.5MW is currently in the procurement pipeline, which will 
increase access to solar for over 200 additional customers. Community Solar could potentially be offered to 
commercial customers in the future. 

Value of Solar Rate  

The Value of Solar (VoS) rate was developed to address the problems associated with Net Metering while 
maintaining a fair and equitable value to the customer. Net Metering, in conjunction with a five tier rate schedule 
for consumption, has inherent issues such as fixed cost under-recovery, cross-subsidization, inequity across user 
classes, and impairing the five tier rate schedule’s influence on consumption efficiency. Through the Value of Solar 
Tariff, the customer pays for all consumption regardless of whether it comes from solar or the grid at the five tier 
rate as do all other residential customers. They simultaneously receive a credit on their electric bill at the VoS rate 
for every kWh of generation, regardless of whether consumed on site or delivered back to the grid. Figure 6. 
Shows how the meters for residential systems are configured. VoS was first adopted for implementation in the 
residential sector in 2012. In 2018, VoS was rolled out across all commercial classes as well. Solar adoption has 
continued to increase substantially throughout and after the rate changes. The VoS rate reflects the benefit to the 
utility of power produced at the point of load as compared to power generated offsite and transmitted to the 
customer point of load.  Austin Energy has committed to reassess the VoS with the next cost of service study, and 
adjust effective FY22. In addition to values identified in the model as avoided costs, the VoS credit includes a 
$0.015/kWh environmental value that is tied to the societal cost of carbon (SCC).  

Figure 6. Meter Set-up
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Current Goals 

Austin City Council adopted the Electric Utility Commission Resource Planning Working Group's 2014 
recommendations for the Resource Plan, wherein Austin Energy was tasked with the following solar goals. 

• 2014 Austin Energy Resource Plan 

- 750 MW Utility Scale Solar by 2025 

- 200 MW Local Solar by the end of 2025 (at least 100 MW customer-sited)  

- 110 MW Local Solar by the end of 2020 (at least 70 MW customer-sited) 

Austin Energy is poised to exceed the 
2025 Utility Scale Solar goal in 2020. 
Austin Energy, in cooperation with the 
local community, has achieved the 
interim goal of 70MW of customer-
sited solar early and is on track to 
exceed the 2020 interim target of 
110MW of Local Solar.  

In the 2016 update to the Resource 
Plan, City Council adopted the Electric 
Utility Resource Planning Working 
Group’s recommendation to reassess 
the costs and benefits of raising the 
local solar goals from 200 MW to 250 
MW by 2025 and to 300 MW by 2027, 
following the first year of 
implementation of the commercial 
value of solar. Figure 7. Shows the geographic distribution of solar in the Austin Energy Service Territory. 

 

Austin Energy is currently on a path to not only achieve the current local solar goals as prescribed, but also expects 
to achieve the goals evaluated in this analysis. The graph in Figure 8. illustrates the expected local capacity 
additions through 2027, including residential, commercial, community solar, and other utility-enabled local solar. 
Barring unforeseen difficulties, we should considerably exceed the targets evaluated herein. 

Figure 7. Solar Map (May 2019) 

 

 Figure 8. Residential and Commercial Rooftop and Utility Scale Other Local Solar 
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Methodology & Assumptions 

This study focuses on 25-year costs associated with incremental additions of 50MW. The costs detailed in this 
study represent those costs where there is not an associated benefit of direct cost savings to the customer. Each 
cost component of the study also details the benefits associated with that cost. To understand this better, it is 
helpful to consider the Value of Solar (VoS) methodology and associated benefits which make up the value 
components. Figure 9. shows that each component represents an avoided cost to the utility, with the exception of 
the Environmental Value. Because the Environmental Value does not relate to a direct cost avoidance, it is 
included in the analysis, whereas the Energy Value is not included because it is related to the avoided cost of fuel 
and T&D costs. 

Environmental Component of the Value of Solar 

This cost of $0.015/kWh is 
associated with modeled 
generation (kWh) for customer 
sited solar in this analysis. It 
should be noted that this value 
component could potentially be 
removed from the value of solar 
rate in the future if the utility 
generation mix becomes 100% 
renewable. This report assumes 
that will not happen before the 
additional 50MW is being 
installed. 

The benefits associated with the 
Environmental Value Component 
will be quantified in terms of 
avoided carbon dioxide and modeled at the current ERCOT Emissions Factor of 982.94 lbs. CO2/MWh. This value 
will also be held as a constant in this study, though it will likely trend downward over time.  

Solar Value vs. Solar Rate 

Through a policy decision designed to lower 
the potential for volatility impacts of a 
fluctuating solar rate, the VoS rate credits 
the customer for the average of the previous 
five years of VoS Assessment results. So, 
while the 2018 Value of Solar assessment 
reflects a value of $0.085/kWh (Figure 10.), 
the customer is credited at $0.097/kWh. The 
$0.012/kWh difference between the 
assessment and the rate is accounted for as 
a cost in this study, for the first five years of 
production. 

 

 

Figure 9. Value Components of Residential Solar 

 

Value 
Component

Basis 2018 Value
(per kWh)

Energy Value
Avoided cost of fuel, transmission & distribution losses for 
electric loads using local solar production profile 

$0.029

Plant O&M 
Value

Avoided cost of natural gas plant operations and 
maintenance by having local solar at peak periods

$0.005

Capacity Value
Avoided capital cost of peaking natural gas plant by having 
local solar at peak periods

$0.016

Transmission 
Value

Avoided transmission cost from reduction in peak load by 
local solar. 

$0.020

Environmental 
Value

Societal cost of carbon $0.015

2018 Assessment: $0.085

Figure 10. Historical Residential Value of Solar Rates 

 

Year
VOS Assessment

(cents/kWh)
VOS Tariff Rate

(cents/kWh)

2012 (Oct – Dec) 12.8 12.8

2013 12.8 12.8

2014 10.7 10.7

2015 10.0 11.3*

2016 9.7 10.9*

2017 9.7 10.6*

2018 8.5 9.7*

*Rolling average of VOS assessment was used to set VOS rate from 2015-2017. 
Moving forward, 2018 rate (9.7 cents/kWh) will stay in place until next cost of service study
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Solar Meter Costs  

Solar meter costs have historically been under recovered from solar customers. Costs associated with setting the 
meter include the meter itself, a truck roll, labor to install the meter, and additional time to set up and maintain 
these more complex configurations in the billing system. These costs are not currently collected from solar 
customer through fees, thus are considered unrecovered costs to the utility and are therefore included in this 
report. Austin Energy has plans to incorporate the meter placement at the time of the final inspection, which will 
increase efficiency for the majority of meter installations. This will reduce costs and so this analysis assumes 95% 
of installations will not require the cost of an additional truck roll for a technician to install the meter. There will be 
future stakeholder conversations regarding the allocation of additional meter fees, but for the sake of simplicity for 
this report, the additional meter is identified as a cost. The average meter cost is $200 for Residential and $325 for 
Commercial. Each truck roll for installation is $100 and the labor associated with installing and setting up the meter 
is $150. This analysis assumes that the average residential system size is 6.5kW-ac and the average commercial 
system size is 150kW-ac. 

Incentives 

Austin Energy has robust incentive programs for Residential, Commercial, and Multifamily, and also provides 
incentives toward Customer Assistance Program (CAP) participation in Community Solar. While the incentive 
programs provide benefits such as local economic development and market growth, contractor alignment with 
best practices, consumer protection, and economic benefits for participating customers, the incentives themselves 
represent costs where there is not an associated benefit that causes direct cost savings to the customer. Thus, 
incentives and the staff time required to enable 
them will be included in this report. The assumption 
for incentive costs are broken down by the 
categories of residential, commercial, non-rebated, 
and community solar.  

Residential incentives are currently a flat $2,500 per 
installation. This analysis assumes that residential 
incentive amounts will decrease over time as 
installation costs decrease. The average cost of 
$2,000 per incentivized residential installation takes 
this into account and includes staff time. 

Commercial incentives are currently Production 
Based Incentives (PBIs). This analysis assumes the average PBI is $0.03/kWh based on the existing incentive 
capacity available in the program. 

Non-rebated systems currently make up 10% of installed solar in Austin overall, but comprise 18% of systems 
installed thus far in FY19. This analysis assumes that, conservatively, 30% of the capacity installed will be un-
incentivized based on current trends. This could potentially be more than 30%, which would decrease the costs 
identified in this analysis. 

50% of community solar participants are currently CAP participants, and while these customers are currently 
provided incentives, this analysis anticipates that future capacity additions used to serve the CAP population will 
leverage economies of scale to provide the community solar product without a subsidy requirement. Market rate 
community solar participants do not receive subsidies.  

 

 

Figure 11. Down Town Library 
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Utility Enabled Solar 

The East Blacklands PPA, scheduled to come online in 2021 is one form of utility enabled solar. The assumption in 
this model is that there are no cost impacts of these types of projects due to the utility’s ability to leverage 
economies of scale and expertise in negotiating Power Purchase Agreements.  

 

50 MW Segmentation Assumptions (Figure 12-14.) 

The segmentations below are based on an internal 
solar forecast modeling. The model is based on 
historical uptake, planned projects, and industry 
forecasts. This study assumes that the 50MW of 
projects will be evenly distributed over the course 
of the next 5-7 years. 

Residential Rebated 20% 
Commercial Rebated 15% 
Residential Non-Rebated 17% 
Commercial Non-Rebated 13% 
Community Solar 5% 
Utility Enabled 30% 

 

Production 

Solar production varies due to inefficiencies caused by 
less than optimal orientation, tilt, shading, weather 
conditions, etc. This analysis assumes that the average 
annual production is 1485 kWh/kW-ac. A degradation 
of 0.5% annually is included. This assumes that the 
fleet of solar arrays has a Total Solar Resource Faction 
of 85%. In other words, the systems are assumed to be 
producing 85% of what they would under optimal 
conditions. 

Time Value of Money 

This analysis does not account for declining value of 
money over time. 

 

 

 
 

Figure 12. 
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Figure 13. Number of Installations by Segment
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Results  
 
Using the methodology and assumptions provided in the previous sections, the results of this study indicate the 
incremental costs of adding 50MW of capacity based on the segmentation above. Given the many uncertainties 
regarding future generation, the results of this study are not meant to be an accurate projection, but rather an 
approximate outcome under the assumed scenarios. 

Costs 

The evaluated costs associated with future solar adoption for the purpose of this study are limited to the 
unrecovered costs borne by the utility which increase customer rates over the long term. These include the 
Environmental Component to the VoS, the averaging buffer of the VoS Rate, solar metering costs, and Austin 
Energy incentive programs including required staff. The incremental costs associated with adding 50 MW and 
100MW of capacity based on the methodology and assumptions detailed in the previous sections are $32.25MM 
and $64.5MM respectively. Figure 6, below, represents the 25-year cost segmentation associated with a 50 MW 
capacity addition. Costs associated with the VoS are just over $19.75MM and make up the largest cost component. 
Incentives are the second largest component, at just under $11.5MM. Meter costs are a small fraction of the total 
at just over $1MM. 

Benefits 

The VoS Environmental Component comes at significant cost, but also provides significant benefit. Figure 16. 
shows that every 50MW of added solar capacity equates to more than 1,828 million pounds of avoided carbon 
dioxide. That comes at a cost of less than $0.01/lb. CO2. Avoiding carbon dioxide emissions leads to a healthier 
environment for all, avoiding increased healthcare costs, as well as potentially lessening the impacts of climate 
change. The City of Austin recently declared a climate emergency, acknowledging that the practice of releasing 
greenhouse gases into the atmosphere needs to be reduced and ideally eliminated. 

Figure 15. 
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Reducing the price volatility of the VoS has the benefit of 
firming up market surety for solar investors. One barrier to 
solar adoption is price uncertainty, and this practice helps to 
alleviate that concern amongst our rate payers and their 
financiers. 

Solar meter costs are currently socialized among all customers, 
with Austin Energy carrying the costs in between the Cost of 
Service rate adjustments. While this practice has been ongoing 
for more than a decade, stakeholder discussions need to take 
place to enable cost recovery mechanisms. 

Solar incentive programs provide benefits such as local 
economic development and market growth, contractor 
alignment with best practices, consumer protection, as well as 
the economic benefit for participating customers and 
contractors. Austin Energy has designed the residential solar incentive program to not only provide these benefits, 
but also provide solar education to the consumer. Informed purchase practices will lead to higher customer 
satisfaction and lower installed costs in the local solar market. 

Conclusion 
 

The capacity addition of 50 MW and 100 MW to 
the Local Solar Goals by 2025 and 2027, 
respectively, is achievable and probable for the 
City of Austin with little to no change to the 
existing programs and incentives. The cost 
associated with those goals is evaluated at 
approximately $32.25MM for 50 MW by 2025 
and $64.5MM for 100MW by 2027. There are also 
social, economic, and environmental benefits 
associated with these costs, some of which may 
potentially be realized for decades to come. 
Austin Energy solar programs strive to expand 
solar markets, cultivate best industry practices, 
and to increase solar education, adoption, and 
equity. 

Austin Energy is a leader in the local and utility 
scale renewable energy fields, currently providing 
customers with 41% renewable energy, and over 62% renewables by the end of next year. It is important to 
consider that capacity additions at Utility Scale require far less handling in terms of permitting, inspections, billing, 
and customer care, and are far less expensive than those within the local grid. Future Utility Scale projects have 
increased potential to even reduce customer bills moving forward (all else being equal) as solar costs continue to 
decrease. With the impacts of Global Warming at hand, timing, cost, and impact of our decisions are becoming 
more critical. Austin Energy intends to continue our efforts to reduce the environmental impacts of power 
production. 

Figure 16. 
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