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Value of Energy Tariff 

Description: 

Value of Solar Tariffs (VOSTs) have arisen out of the debate over net metering. This policy document 
expands the scope beyond VOST to look at a “Value of Energy Tariff”. In this way, value is determined 
by the characteristics of energy provided to the grid, rather than from a specific technology. Much of 
the literature and data we have to draw from for this policy brief, however, is derived from state 
policy experience with VOST and related studies.  

On one hand, utilities have claimed that net metering amounts to a subsidy of solar owners from non-
solar owners because the kilowatt hour (kWh) credited through a net metering policy credits not only 
the generation, but also the portion of the rate that is used to pay for transmission and distribution 
infrastructure. Solar advocates have countered that the value of the power delivered from a solar 
system is much higher than the credit a solar generator receives.  

Discussion of the Policy: 

VOST is a policy that establishes a tariff to be paid to a solar generator for the determined value that 
solar delivers to a utility system. Critical to the establishment of a value of energy that is fed into the 
grid is an acknowledgement that certain characteristics of energy have a value that have, perhaps, not 
previously been included in the discussion of energy. For example, in the development of the VOST 
proposal in Minnesota, the state established the following value components to be included in the 
value:  
 

VALUE COMPONENT BASIS 

Avoided Fuel Cost Energy market costs (portion attributed to fuel) 

Avoided Plant O&M Cost Energy market costs (portion attributed to O&M) 

Avoided Generation Capacity Cost Capital cost of generation to meet peak load 

Avoided Reserve Capacity Cost Capital cost of generation to meet planning margins and 
ensure reliability 

Avoided Transmission Capacity Cost Capital cost of transmission 

Avoided Environmental Cost Externality costs 

Voltage Control Cost to regulate distribution (future inverter design) 

Integration Cost Added cost to regulate system frequency with variable solar 

 
The Rocky Mountain Institute has performed a meta-analysis of various solar benefit costs studies, 
which range widely in their value on a per kWh basis (below). This RMI analysis highlights the need for 
consistency in methodology, value components and value basis.  
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Example State and Local Programs: 

To date, only Austin Energy offers a VOST program. Minnesota is the only state to have adopted a 
statewide VOST methodology.  
 

 Austin Energy Value of Solar Rate:  

http://www.dsireusa.org/incentives/incentive.cfm?Incentive_Code=TX35R&re=0&ee=0  

 Minnesota Department of Commerce, VOST:  

http://mn.gov/commerce/energy/topics/resources/energy-legislation-initiatives/value-of-
solar-tariff-methodology%20.jsp  

 
Note: In 2013, the Minnesota state legislature instructed the department of commerce to 
conduct an evaluation of the value of solar and deliver a methodology to the Public Utilities 
Commission (PUC) to approve. If the PUC approved the methodology, utilities could choose 
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between the VOST or net metering. The VOST was calculated much higher than the retail value 
of net metering and as a result, no utility has adopted the VOST. 

Key Components: 

Value of Energy policies emphasize the various components of value to be calculated.  

 Is there a minimum of retail net metering value or can the VOST take the place of net 
metering? 

 Who will conduct the methodology development and how will the process be handled? 

 Time frames for methodology development and consideration by a utilities commission. 

 Requirement that all utilities use the same developed and approved methodology. 

 Components to be valued. 

More Information: 

 The differences between net metering and VOST explained in a four minute YouTube video: 
https://www.youtube.com/watch?v=y_ZAkW-lAe0  

 Rocky Mountain Institute eLab, Accurately Valuing Distributed Energy Resources  
webpage: 

http://www.rmi.org/elab_empower 

 National Renewable Energy Laboratory, Value of Solar Tariffs webpage: 
http://www.nrel.gov/tech_deployment/state_local_governments/basics_value-of-
solar_tariffs.html 

 International Confederation of Energy Regulators, The Value of Solar Tariff: Net Metering 2.0* 
webpage:  

http://www.icerregulators.net/portal/page/portal/ICER_HOME/publications_press/ICER_Chron
icle/Art_10  

 The Alliance for Solar Choice, Feed in Tariffs and Value of Solar Tariffs webpage:  

http://allianceforsolarchoice.com/fitvosts/  

 Interstate Renewable Energy Council, A Regulator’s Guidebook: Calculating the Benefits and 
Costs of Distributed Solar Generation Report:  

http://www.irecusa.org/a-regulators-guidebook-calculating-the-benefits-and-costs-of-
distributed-solar-generation/ 

 Greentech Solar, “A Rising Tension: ‘Value-of-Solar’ Tariff Versus Net Metering” article:  

http://www.greentechmedia.com/articles/read/A-Rising-Tension-Within-the-Solar-Industry-
Value-of-Solar-Versus-NEM 

 Cleantechnica, “Is A Value Of Solar Tariff (VOST) Really Better Than Net Metering?” article:  

http://cleantechnica.com/2014/03/29/value-solar-tariff-vost-formula-benefits-solar/  
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