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Incentives Accelerate Drive to Grid Parity

Retail rate parity

Before retail rate parity After retail rate parity
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Desired Program Attributes

)

®Offers price transparency
®Supports project finance

"Responsive to changing market
conditions

®"Encourages diversity of system
sizes and market segments

"Fosters transition to grid parity



Transitional Strategy

)

Getting a bigger bang for the buck
*Reduce incentive levels

*Consider alternative rebate schemes
—Declining block incentive structure
—Competitively based incentives

*Support larger systems
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Taking the Market to Scale

)

*Transition to performance-based
iIncentives for net metered solar

*Support grid-side solar w/in MT

—Target deployment in high value
regions

°|_everage utility “patient capital”
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Thank you! Questions?

Fred Zalcman

fzalcman@sunedison.com

301-974-2721 & sundisorr
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Solar PV: Solving New York’s Peak Energy Dilemma

eSecond highest average retail 1000 -

electric prices in the country; 35%
higher than 2001

800

W per MW-

= Solar power output highly < o0
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correlated with peak price periods

»Difficult to site new power plants to
keep pace with rising demand

= Ample roof space, strong sunlight

»Support state climate and other 5500
environmental objectives 5000

= No emissions of GHG or other
criteria pollutants

*»Aging and increasingly stressed
distribution network 3000

= Decentralized solution that can 2500
help defer or avoid distribution
system investment
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Solar DE Value Buildup

Minimum To
Maximum
(cents/kWh)
__ Distribution Savings 010 0.31
Transmission Savings 0 to 0.51
Generation Savings 0to 1.85
Fixed O&M Savings 0.81to 3.22
Fuel, Purchased Power, & Losses Savings 7.10 to 8.22

TOTAL SAVING*: |7.91 to 14.11 cents/kWh
(79.1 to 141.1 $/MWh)

*Minimum and maximum value shown not reflective of any
specific scenario as evaluated in this Study

Source: R.W. Beck (2009) “( :
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Tracking the Sun — Study of PV Cost Trends

Average annual system costs
continue to decline at a rate of
~3.5% p.a.

PV installed costs exhibit
significant economies of scale

» Systems >750 kw are ~25% less
per watt installed than smallest
systems

Non-module costs accounting for
73% of total cost decline

= Directly attributable to state
incentive programs

» States with the largest markets
have somewhat lower installed
costs
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“...PV deployment policies have achieved some success in fostering competition within the industry and in
spurring improvements in the cost structure and efficiency of the delivery infrastructure.”
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Module and Balance of System Cost Projections -

USDOE

5 Residential Solar System Cost Breakdown Commercial Solar System Cost Breakdwon

§8
Olndirect Oindirect
L B B BLabor BT e WLabor
Balance of System
RTINS i Y T SOOI W Balance of
g Dlnverter © System
2]
S o F T PO Dinverter
© T EModule
i REERN TN SEREE———— = ] R
3 3
SRS | R s R o el
0 $3 - $3
S S
N2 o P S N G2 e e e - -
Sl §1 4o L R
§0 - §0 -
2006 2010 2015 2006 2010 2015

* Note the high level of indirect and labor costs - these are driven by regulatory,
educational and financing hurdles (non-R&D).

Established solar manufacturers are realizing cost reductions across the

value chain and will reduce installed system cost by approximately 50% by



Levelized Cost of Energy

Certain Alternative Energy peneration technologies are becoming increasingly cost-competitive with conventional generation
technologies under some scenarios, before factoring in environmental and other extemalitdes (e, RECs, potential carbon
emission costs, transmission and back-up generation/system reliability costs) as well as construction and fuel costs dynamics
affecting conventional generation technologies
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