Ms. Susan Leavitt
Executive Assistant
Massachusetts Department of Energy Resources
100 Cambridge Street, Suite 1020, Boston, MA 02114 

 via e-mail: susan.leavitt@state.ma.us
Re:
Solar RPS Carve-Out Straw Proposal
Dear Ms. Leavitt:

CORPORATE BACKGROUND
Consolidated Edison Solutions, Inc. (“CES”) is a retail energy provider serving more than 200,000 residential, commercial and industrial customers throughout the Mid-Atlantic, Northeast and Texas.  In addition to retail energy supply, CES offers its customers a number of energy-related services, including demand response and energy conservation services, renewable energy and other distributed energy products and maintains an office in Burlington, Massachusetts.  Consolidated Edison Energy, Inc. (“CEE”) is an energy trading company, supplying electricity to utilities and competitive retail energy providers in the New York ISO, ISO New England, and PJM.  CEE and CES are encouraged by the efforts of the Department of Energy Resources (“DOER”) to support the development and installation of solar photovoltaic systems in Massachusetts and offer the following comments on the DOER’s August 26, 2009 Straw Proposal:
ALTERNATIVES TO A SOLAR RPS CARVE-OUT SHOULD BE CONSIDERED
Carving out a portion of the existing Renewable Energy Portfolio Standard (“RPS”) to be dedicated to solar photovoltaic Renewable Energy Credits (“RECs”) is one option for attracting investment in solar investment which has been pursued by some other jurisdictions including New Jersey and Maryland.  However, due to the relatively short term nature (typically less than three years in duration) of existing retail electricity contracts, the resulting market for Solar RECs is not likely to provide a long enough price signal for prospective solar developers.  In contrast, utility and agency-based procurements, which already exist in Massachusetts and New York and are being considered in other jurisdictions, can provide a longer term revenue stream to potential developers.  Therefore, CEE and CES would encourage the DOER to also evaluate other procurement models to determine whether an alternative to a Solar REC market can be more effective. 

COMPETITIVE NEUTRALITY AND PRE-EXISTING CONTRACTS

Any programs should be structured in a competitively neutral fashion and applied to both retail and wholesale suppliers.  For example, if the distribution utilities are directed to procure a portion of the Solar REC requirement through long term contracts, that procurement should be for the RPS requirements of all utility customers regardless of whether they are supplied by a competitive retail supplier or through the utility’s supplier of last resort service mechanism.  This approach would ensure that both the costs and benefits of the solar procurement are shared equitably by all utility customers and avoids the potential for stranded costs if more customers migrate to competitive suppliers than was anticipated.  Conversely, if some portion of the solar requirement is placed directly on retail electric suppliers, all wholesale suppliers for the supplier of last resort service should be subject to the that same obligation. 

Another important design element is to ensure that a new solar requirement does not disrupt or otherwise harm existing supply contracts.  For example, imposing a Solar REC requirement as early as 2010 would be financially disruptive to existing supply contracts.  While those contracts could be held harmless through a grandfathering process, that approach is administratively complex and ultimately dilutes the initial impacts of the program.  Similarly, delaying the phase-in would avoid financial harm but also defer any positive impacts from solar installations.  Therefore, the DOER may wish to consider a central procurement by the distribution utilities or some other entity capable of socializing costs among all ratepayers to meet initial goals.
INITIAL PHASE MAY BE TOO MODEST TO ATTRACT SUPPLIERS
In the August 26, 2009 Straw Proposal, the DOER suggested a Solar RPS goal of 3 MW in 2010 followed by an incremental installation of 1 MW in 2011.  This phase-in schedule can best be described as anemic, is unlikely to attract many solar developers and makes a REC-based market mechanism very susceptible to volatile prices as even a small amount of excess supply can shift the price from the Alternative Compliance Payment rate to the clearing price of regular Class 1 RECs.  Instead, CEE and CES would recommend a more-rapid growth in the RPS requirement for solar in order to develop a robust market.
PARTICIPATION FROM GRID AND CUSTOMER CONNECTED PANELS
As the August 26, 2009 Straw Proposal acknowledges, there are differences in installation costs for different sized projects.  Similarly, different projects can receive different revenue streams depending on whether the installation is eligible for net metering and, if so, the retail rate the customer is paying.  Regardless of these factors, all installations, whether grid-connected or installed behind the customer’s meter, provide comparable societal benefits and should therefore be eligible to participate in any new solar program.
RELATIONSHIP TO UTILITY-OWNED SOLAR PROJECTS
To the extent Massachusetts imposes a Solar REC requirement on retail and wholesale suppliers, utilities receiving rate recovery for their own solar projects should not be allowed to claim Solar RECs for those projects, as doing so would produce excess supply with an implicit ratepayer subsidy, suppress the market price of SRECs and further discourage solar developers.  
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