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ABSTRACT 
 
 
Senate Bill 1 (Murray, Chapter 132, Statutes of 2006), and as later amended by Assembly 
Bill 2227 (Bradford, Chapter 606, Statutes of 2012), requires a publicly owned utility to, on 
an annual basis, make available to the Legislature and the California Energy Commission 
information relating to the utility’s solar initiative program established pursuant to the 
California Solar Initiative.  On behalf of California’s publicly owned utilities, the Northern 
California Power Agency, Southern California Public Power Authority, and the California 
Municipal Utilities Association compile the individual utility reports into this single, 
comprehensive report.  Drawing from the experiences and program results of the 
individual utilities, this statewide report include policy considerations and 
recommendations from public power in furtherance of California’s clean energy and 
greenhouse gas emission reduction goals.  
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EXECUTIVE SUMMARY 
 
 
On behalf of 40 publicly owned utilities (POUs), the Northern California Power Agency (NCPA), the Southern California Public Power 
Authority (SCPPA), and the California Municipal Utilities Association (CMUA), are pleased to provide this review of public power SB 
1 incentive program results for the period of January 1, 2015 through December 31, 2015.  Overall, 2015 was the most active 
program year to date.  Both the total installed capacity, as well was total funds expended, were the highest single year totals 
since the programs launched in 2008

It is important to note that these results represent only the portion of net energy metered (NEM) installed capacity for which 
customers applied for California Solar Initiative (CSI) rebates.  POUs have interconnected solar arrays for which the customer did 
not seek a CSI rebate.  The total NEM installed capacity for POUs is higher than the cumulative CSI total presented in this report. 

For CY 2015: 

 Collectively, public power provided incentives for the installation for over 82.6 megawatts of distributed solar.  
 Rebates for new installations, as well as performance incentives for prior years installations, exceeded $62.6 million. 
 Residential installations represented 75.6% of the installations (62.3 megawatts) 

Since the start of the CSI programs in 2008, all of the following have occurred: 

 Public power has expended more than $694 million for the installation of 379.7 MW of distributed solar generation.  
 7 utilities have exhausted their share of the $784 million required by SB 1; some utilities, such as Alameda Municipal 

Power and Pasadena Water & Power, continue to offer rebates in excess of CSI requirements, as authorized by Section 
385 of the Public Utilities Code. 

 The number of residential installations grew year over year.  In contrast, commercial installations have remained 
relatively steady, while industrial and government installations steadily decreased. 

Annual and Prior Year Installed Capacity 
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INTRODUCTION 
 
 
Legislative & Statutory Requirements 

Senate Bill 1 (Murray, 2006), as later amended by AB 2227 
(Bradford, 2227) requires POUs to make available to its 
customers information relating to the utility’s California Solar 
Initiative (CSI) program, including: 

• The rated generating capacity of installed solar energy 
systems receiving monetary incentives; 

• The total number of solar energy systems installed; 
• The total number of applications for the utility’s 

program; 
• The amount of monetary incentives awarded; and  
• The contribution toward the program goals of the 

California Solar Initiative  

This report is provided to POU customers, the public, and the 
California Energy Commission (CEC) in compliance with Section 
9507(c) of the Public Utilities Code: 

(c) A local publicly owned electric utility shall, on 
an annual basis, make available to its customers 
information relating to the utility’s solar initiative 
program established pursuant to Section 2854, 
including the rated generating capacity of installed 
solar energy systems receiving monetary incentives 
through the utility’s program, the total number of solar 
energy systems installed, the total number of 
applications for the utility’s program, the amount of 
monetary incentives awarded, and the contribution 
toward the program goals of the California Solar 
Initiative (Article 1 (commencing with Section 2851) of 
Chapter 9 of Part 2 of Division 1). 

As noted above, the CSI requirements for POUs are found in 
Section 2854 of the Public Utilities Code: 

(a) In order to further the state goal of 
encouraging the installation of 3,000 megawatts of 
photovoltaic solar energy in California within 10 
years, the governing body of a local publicly owned 

electric utility that sells electricity at retail, shall 
adopt, implement, and finance a solar initiative 
program, funded in accordance with subdivision (b), 
for the purpose of investing in, and encouraging the 
increased installation of, residential and commercial 
solar energy systems. 

(b) On or before January 1, 2008, a local 
publicly owned electric utility shall offer monetary 
incentives for the installation of solar energy 
systems of at least two dollars and eighty cents 
($2.80) per installed watt, or for the electricity 
produced by the solar energy system, measured in 
kilowatthours, as determined by the governing 
board of a local publicly owned electric utility, for 
photovoltaic solar energy systems. The incentive 
level shall decline each year thereafter at a rate of 
no less than an average of 7 percent per year. 

… 
 (f) The statewide expenditures for solar 

programs adopted, implemented, and financed by 
local publicly owned electric utilities shall be seven 
hundred eighty-four million dollars ($784,000,000). 
The expenditure level for each local publicly owned 
electric utility shall be based on that utility’s 
percentage of the total statewide load served by all 
local publicly owned electric utilities. Expenditures 
by a local publicly owned electric utility may be less 
than the utility’s cap amount, provided that funding 
is adequate to provide the incentives required by 
subdivisions (a) and (b). 

The mandate placed on POUs relates to the statewide 
expenditure of $784,000,000, which is intended to support the 
overarching “state goal of encouraging the installation of 
3,000 megawatts of photovoltaic solar energy in California 
within 10 years.”  Beyond information on each utility’s CSI 
program, this report explores overall program that support 
the 3,000 MW state goal and highlight how the CSI program 
fits into the policy tapestry providing sustained support for 
solar and the state’s broader clean energy goals. 
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Complimentary Policies & Programs 

California has been a leader in promoting solar energy for 40 
years, dating back to the first Brown Administration when the 
state adopted a solar energy tax credit in 1976 that would 
remain in effect for over a decade.   

Since that time, the state’s policies and programs have 
evolved.   In particular, in 2006, 30 years after the first 
California solar incentive policy and with the memory of the 
Energy Crisis fresh in the minds of state policymakers, 
California embarked on a major policy renaissance to 
permanently establish the solar industry in California.   

The landmark state effort was SB 1 (2006, Murray), which 
established a $3.4 billion statewide incentive program and 
invigorated utility Net Energy Metering (NEM) programs.  SB 1 
followed closely on the heels of the federal Energy Policy Act 
of 2005 that, among other things, created the 30% Solar 
Investment Tax Credit (ITC). 

While SB 1 and the federal ITC are the main policy drivers in 
support of solar, there are a number of other policies and 
programs designed to encourage an increased penetration of 
solar resources into the California energy mix.  The image 
below highlights the various policies impacting POUs that 
support the solar industry in California.
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2015 PROGRAM RESULTS 
 

This section presents results from POU CSI programs for calendar year 2015, which saw the most single-year customer 
installations since the programs began in 2008.  It is important to note that these results represent only the portion of NEM 
installed capacity in POU service territories that applied for CSI incentives.  Increasingly, POUs have interconnected customer solar 
arrays for which the customer did not seek a CSI rebate.  As such, the total NEM installed capacity is actually higher than even the 
cumulative total presented below. 

In 2015, public power provided incentives for the installation for over 82.6 megawatts of distributed solar.   Rebates for new 
installations, as well as performance incentives for prior years installations, exceeded $62.6 million.  Residential installations 
represented 75.6% of the installations (62.3 megawatts). 

Since the start of the CSI programs in 2008, public power has expended more than $694 million for the installation of 379.7 MW of 
distributed solar generation.  Seven utilities have exhausted their share of the $784 million required by SB 1; some utilities, such 
as Alameda Municipal Power and Pasadena Water & Power, continue to offer rebates in excess of CSI requirements, as authorized 
by Section 385 of the Public Utilities Code.  The number of residential installations grew year over year.  In contrast, commercial 
installations have remained relatively steady, while industrial and government installations steadily decreased. 

Figure 1.  Annual and Prior Year Installed Capacity  
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Figure 2.  Installed Capacity by Customer Category, 2015 

 
 

Figure 3.  Installations by Customer Category, 2010-2015* 

 

*All utilities started reporting installations by customer category beginning in 2010. 
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Figure 4.  Fund Status of Large & Medium POUs ($ in millions) 

 
 

Figure 5.  Fund Status of Small POUs ($ in thousands) 
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Figure 6.  Program Summary, 2015 

 

Utility Installed 
Capacity (kW)

Systems 
Installed

Applications 
Received

 Incentives 
Awarded 

 SB 1 Funding 
(Life of Program) 

 Funds 
Remaining 

Alameda 429.1              2                     1                     37,268$             4,200,000$             -$                   
Anaheim 4,340.0           517                 878                 4,739,096$        35,055,800$           8,213,342$        

Azusa 317.7              27                   27                   143,450$           3,271,000$             1,834,658$        
Banning 213.0              -                  -                  -$                   1,965,123$             -$                   

Biggs 14.1                3                     3                     11,004$             181,153$                108,067$           
Burbank 283.8              41                   41                   455,194$           15,000,000$           4,476,230$        
Cerritos -                  -                  -                  -$                   -$                       -$                   

Colton 135.7              27                   27                   411,811$           4,275,125$             1,327,548$        
Corona -                  -                  -                  -$                   2,116,800$             2,113,394$        

Glendale 933.0              188                 188                 1,110,255$        15,271,000$           4,222,171$        
Gridley -                  -                  -                  -$                   435,000$                411,125$           

Healdsburg 142.0              24                   26                   56,858$             950,000$                92,204$             
Imperial 5,159.8           473                 473                 3,131,154$        40,219,809$           20,586,037$      
Industry -                  -                  -                  -$                   -$                       -$                   
Lassen 77.0                9                     9                     62,439$             1,400,000$             140,000$           

Lodi 376.2              55                   70                   453,356$           6,100,000$             2,009,776$        
Lompoc 30.4                4                     9                     141,566$           1,746,260$             495,125$           

Los Angeles 30,342.0         5,115              6,686              17,097,560$      313,000,000$         30,616,000$      
Merced 1,017.0           233                 246                 449,228$           4,050,000$             450,000$           

Modesto 1,772.7           316                 357                 3,837,364$        35,587,142$           -$                   
Moreno Valley 3,547.0           192                 214                 1,261,437$        150,000$                -$                   

Needles 36.1                4                     1                     50,945$             500,000$                126,804$           
Palo Alto 473.0              20                   9                     1,094,292$        13,000,000$           460,736$           

Pasadena 955.0              164                 251                 2,296,549$        16,000,000$           (4,484,819)$       
Pittsburg 45.8                11                   11                   60,417$             400,000$                202,651$           

Plumas-Sierra 114.2              26                   26                   149,204$           2,060,000$             -$                   
Port of Oakland -                  -                  -                  -$                   1,030,000$             476,680$           

Rancho Cucamonga 85.1                5                     3                     173,166$           1,250,000$             333,539$           
Redding 1,046.6           114                 126                 1,177,925$        10,233,000$           2,057,616$        

Riverside 4,485.9           583                 246                 1,474,805$        24,930,000$           8,652,277$        
Roseville 2,314.0           706                 706                 855,466$           12,347,877$           2,025,123$        

Sacramento 19,286.0         3,307              4,561              11,964,673$      130,000,000$         2,254,094$        
San Francisco 2,146.0           506                 506                 3,748,216$        40,960,653$           8,508,000$        

Shasta Lake 3.3                  1                     1                     5,473$               2,510,000$             2,085,559$        
Silicon Valley 678.9              95                   89                   3,164,163$        31,500,000$           10,904,099$      

Trinity 8.9                  1                     1                     -$                   212,957$                57,043$             
Truckee Donner 197.0              38                   48                   311,866$           1,773,408$             115,374$           

Turlock 1,256.7           159                 159                 2,541,186$        23,597,416$           2,780,269$        
Ukiah -                  -                  4                     -$                   1,530,000$             1,272,263$        

Vernon 357.0              1                     1                     139,230$           16,352,634$           16,069,201$      
Victorville -                  -                  -                  -$                   92,000$                  92,000$             

TOTAL 82,619.8         12,967            16,004            62,606,616$   815,254,157$      131,084,186$ 
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POLICY CONSIDERATIONS 
 

CSI:  Achievement of Goals 

In adopting SB 1, the Legislature outlined three broad goals for the state: 

• To install solar energy systems with a generation capacity equivalent of 3,000 megawatts 
• To establish a self-sufficient solar industry in which solar energy systems are a viable mainstream option for both 

homes and businesses in 10 years, and  
• To place solar energy systems on 50 percent of new homes in 13 years 

The last of these goals has since been eclipsed by the Zero Net Energy policy, which envisions all new homes will be zero net 
energy by 2020 through a combination of energy efficiency and on-site renewable energy (mainly solar).  As for the other two 
goals, there can be no other finding than that they have been achieved. 

At the time this report was drafted, investor owned utilities (IOUs) and POUs had collectively interconnected more than 4,500 MWs 
of NEM solar, or 50% more solar than the SB 1 goal.  While utility rate structures – both IOU and POU – are changing dramatically 
from when SB 1 was adopted and may reduce profit margins for some solar business models, the extension of the federal 
investment tax credit, development of NEM 2.0 programs, emergence of community solar, bolstering of the Solar Rights Act by AB 
2188, and the Title 24 Building Code preference and requirements for rooftop solar in new construction, all work to ensure solar 
will be a viable option for California customers for years to come.  

Customer Motivation:  IOU vs POU Rates 

The Legislature did not directly allocate specific portions of the 3,000 megawatt goal to individual POUs in SB 1.  Instead, SB 1 
established funding requirements for IOUs and POUs alike.1  While the CPUC established megawatt goals for the IOUs, and the CEC 
thereafter developed unofficial targets for POUs, these MW targets are not regulatory requirements for POUs.  This is an 
important clarification because POUs were never positioned to deliver a proportional share of the 3,000 megawatts, as defined by 
share of statewide retail electricity sales, which is how the CEC calculated unofficial MW targets for POUs. 

In addition, while SB 1, and this report, focuses on the utility incentives per watt of installed capacity and for actual system 
performance, the other key provision of SB 1 was the expansion of California’s NEM cap to 2.5% of a utility’s aggregate customer 
peak demand.  NEM provides a bill credit to customers for their solar generation and allows a customer to potentially reduce their 
monthly utility bill to zero or even to be compensated by the utility if their solar array generates more electricity than the 
customer consumed over a 12-month period.   

In practical terms, customers with higher energy usage and who receive service from a utility with more expensive higher usage 
rate tiers would receive greater financial benefits by installing solar than customers who consume less energy and/or reside in a 
utility service territory with less costly higher usage tiered rates.  One of the most important factors influencing a customer’s 
decision to invest in solar is their utility bill and the amount of money they can save by installing solar panels on their property.   

Coming out of the Energy Crisis in 2001, the Legislature froze the lower tier rates for residential customers of the IOUs.  While at 

                                                                    
1 Section 2851 (e)(1)-(2) of the Public Utilities Code 
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the time this served to protect lower energy users from being exposed to the price volatility of the electricity market following 
deregulation, it also meant that those costs, as well as costs associated with routine operation and maintenance, new facilities, 
and, in later years, clean energy policies were born by higher consuming residential customers and the other customer classes.  
Those costs manifested as some of the nation’s highest and most unbalanced electricity rates.   

For example, from March 2010 to May 2010, PG&E’s lowest residential tier rate was $0.118/kWh.2  In stark contrast, the highest 
residential Tier 5 rate was $0.485/kWh.  In comparison, SMUD’s lowest residential tier rate at the same time was $0.097 and the 
highest tier rate was $0.186/kWh.  This comparison highlights the broader trend that POU rates tend to be lower than IOU rates.3  
This means the customers of IOU service territories have (and had) an additional financial motivation to pursue solar that most 
POU customers do not share.  As such, it comes as no surprise that proportionally more IOU customers have elected to pursue 
solar.  That is not a failing on the part of public power; that is a result of historically unbalanced utility rates. 

Policy Conflict:  Solar vs. Energy Efficiency 

In the report, Energy Efficiency in California’s Public Power Sector:  A 2016 Status Update, POUs highlighted a growing concern 
about the adverse impacts distributed solar policies are having on achieving increased energy savings from efficiency programs.4   

The energy efficiency vs. solar debate is not a new issue.  In September 2015, the Rocky Mountain Institute noted that businesses 
are electing to forgo cost-effective energy efficiency in favor of solar energy: “The U.S. companies that rush towards purchasing 
renewable power are often leaving more-cost-effective solutions on the table. They do this because capturing efficiency for a 
large portfolio of buildings is a multi-year process whereas renewable energy purchases are relatively quick and don’t require 
much administrative overhead. Large organizations look for quick wins that make good headlines.”5 

In 2014, the Center for Sustainable Energy (CSE) released a research paper on the energy efficiency actions of homeowners who 
install rooftop solar electric systems and their perspectives on performing home energy upgrades.6  The survey included SDG&E 
customers who installed a solar PV system prior to June 2012.  As noted in the report, when performed before the installation of a 
PV system, energy efficiency upgrades can reduce the size of the PV system needed to offset a home’s electric energy use.  In 
addition, the measures may also increase the comfort, value and safety of homes.   

The research found that solar-adopters focus on basic home upgrades, such as replacing lighting with more efficient bulbs or 
purchasing more efficient appliances.  The efficiency actions are relatively simple – they do not require building permits and can 
be easily completed by the homeowner.  However, the research revealed that deeper energy retrofits were not pursued by most 
solar adopters: “The least commonly adopted technologies are the cool roof, solar water heater, air sealing and duct/seal 
replacement.  While duct sealing or replacement represents a significant energy savings opportunity (the average duct system in 
California homes leak 30% of the conditioned air according to the California Energy Commission) only 1 in 8 solar adopters made 
such upgrades before the installation of the PV system.”  Even though deeper energy efficiency improvements would be cost-
effective for the customer and improve the comfort and function of their home, customers are electing to forgo these investments 
in favor of installing larger (and more expensive compared to the efficiency upgrades) solar PV systems.  

SB 1 directed the CPUC and CEC to “require reasonable and cost-effective energy efficiency improvements in existing buildings as 

                                                                    
2 Pacific Gas & Electric Corporation. http://www.pge.com/tariffs/electric.shtml  
3 American Public Power Association. 2015-2016 Annual Directory & Statistical Report. Available: http://www.publicpower.org/files/PDFs/PublicPowerCostsLess1.pdf  
4 http://www.ncpa.com/wp-content/uploads/2016/03/SB1037-Report-Final-0316.pdf  
5 RMI Outlet. September 2015. In an Age of Cheap Solar Does Efficiency Still Matter?  Available: 
http://blog.rmi.org/blog_2015_09_01_in_age_of_cheap_solar_does_efficiency_still_matter  
6 Langheim, R., Arreola, G., and Reese, C. August 2014. Energy Efficiency Motivations and Actions of California Solar Homeowners. Presented at the ACEEE 2014 Summer Study 
on Energy Efficiency in Buildings.  Available: https://energycenter.org/blog/solar-adoption-and-energy-efficiency-actions  

http://www.pge.com/tariffs/electric.shtml
http://www.publicpower.org/files/PDFs/PublicPowerCostsLess1.pdf
http://www.ncpa.com/wp-content/uploads/2016/03/SB1037-Report-Final-0316.pdf
http://blog.rmi.org/blog_2015_09_01_in_age_of_cheap_solar_does_efficiency_still_matter
https://energycenter.org/blog/solar-adoption-and-energy-efficiency-actions
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a condition of providing incentives for eligible solar energy systems, with appropriate exemptions or limitations to accommodate 
the limited financial resources of low-income residential housing.”7  The provision reflects the Loading Order8, which establishes 
energy efficiency and demand reduction resources as the preferred energy resource, followed by renewables.  However, the 
Guidelines for California’s Solar Electric Incentive Programs (Senate Bill 1) Fifth Edition, promulgated by the CEC does not reflect 
the requirement that efficiency improvements in existing buildings be required in order for a customer to receive CSI incentives. 
Instead, the CEC only required that energy audits be provided to the building owner / manager / ratepayer, thereby alleviating 
customers from abiding by the state’s Loading Order. 

The CEC is also allowing solar in the place of cost-effective and reasonable energy efficiency in new construction through the 
adoption of alternative compliance mechanisms in the Title 24 Building Energy Efficiency Standards.  The 2013 Title 24 Update 
established compliance credits for the installation of solar PV as an alternative to meeting high performance attics and high 
performance walls.  This credit for solar was extended and increased in the 2016 Title 24 Update.  

Businesses want public visibility for their clean energy efforts, which favors solar over energy efficiency.  Homeowners are 
inclined to forgo deeper energy retrofits, even if they are more cost-effective than solar panels.  Through these program changes 
and policies, the CEC has elected to not require customers to complete cost-effective and reasonable energy efficiency upgrades 
prior to receiving CSI incentives and has also encouraged the installation of solar PV over energy efficiency measures in new 
construction.  Together, these factors encourage distributed solar over energy efficiency, which is wholly inconsistent with the 
Loading Order as it is currently envisioned. 

SB 350 (de Leon, 2015) established a statewide goal to double the energy efficiency savings in electricity and natural gas final end 
uses of retail customers through energy efficiency and conservation by 2030.  This is, by far, the most ambitious energy efficiency 
goal the state has ever adopted and will require an unparalleled commitment from the state and stakeholder collaboration to 
achieve the 2030 goal.  State policies that preference solar arrays over energy efficiency make success more challenging.   

Solar and energy efficiency policies cannot continue to be pursued in silos.  As the state embarks on a more distributed energy 
future that relies on customers to be willing and active participants in the success of clean energy objectives, the programs and 
policies must take into account the impacts of customer perspectives related to the various distributed energy resources, including 
energy efficiency, distributed generation, energy storage, electric vehicles, and demand response.  As we learn more about 
customer perspectives and motivations, policies need to be adjusted and goals updated accordingly. 

NEM 1.0:  Addressing Policy Inequities  

The state’s current NEM policy for POUs, and the former policy for the IOUs, is known as NEM 1.0 and requires utilities to provide 
full-retail NEM rates to customers until total NEM installed capacity equals 5% of a utility’s aggregate customer peak demand.  The 
CPUC has undertaken a proceeding to develop a successor tariff for the IOUs to govern installations above the 5% cap.  Similarly, 
POUs that have either met the 5% cap or will do so shortly, are discussing their own successor tariffs as well. 

As policymakers and utilities look to the future of NEM and other solar policies in California (see section below), it is important to 
first acknowledge equity issues with the current policy design, including: 

1. The well-documented shifting of costs from solar adopters to other utility customers 
2. Low income customers, renters and lessees are largely excluded from participating in NEM programs 

                                                                    
7 Section 2851 (a)(3) of the Public Utilities Code 
8 Section 454.5 (b)(9)(A)-(C) 
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The shift of system costs from solar adopters to other utility customers has been acknowledged by utilities, the California State 
Legislature, the California Public Utilities Commission, and most recently by the solar industry itself: 

• In 2012, the Legislature directed the CPUC to examine the rate impacts of the NEM program.  The CPUC did that, 
reporting that once the NEM cap was reached, the rate impacts on non-participating customers would be over $1 billion 
annually for the three largest IOUs.9 

• The Legislature passed AB 327 (Perea, 2013), requiring the CPUC to adopt an NEM successor program for the IOUs that 
addresses the cost shift issue.  According to the final Senate Floor analysis, “[t]he PUC will be required to ensure that 
the [NEM successor program] is based on the electrical system costs and benefits received by nonparticipating 
customers and prevents a cost shift to non-NEM customers.”10   

• On April 18, 2016, The Solar Progress Partnership, consisting of several New York electric utilities, SolarCity, SunEdison, 
and SunPower, filed comments related to a New York State Public Service Commission proceeding on transitioning away 
from NEM.  The comments state, “At its core, the Partnership’s proposal provides simplicity for customers, recognizes 
the locational value of clean DER, and attempts to resolve potential bill impacts, particularly to customers who are not 
participating in NEM.”  The comments also note that, “NEM allows participating customers to reduce system distribution 
charges on their bill, including power exported onto the grid…Distribution charges that make up the utilities’ 
distribution-system revenue requirement are then shifted to customers who do not participate in NEM.”11 

In addition to the cost-shift, low income families, renters, and small business who lease their property are unable to take 
advantage of NEM as they either cannot afford to install solar or do not own their building.  While NEM has proven to be an 
effective tool for encouraging wealthier homeowners and larger businesses to install solar on their property, it does not provide 
an option for many other utility customers to also access the benefits of distributed solar all the while requiring these non-
participating customers to shoulder additional system costs that the solar customers no longer share. 

Beyond NEM 1.0:  The Future of POU Solar Policies 

With the expiration of the CSI program at the end of the year and with POUs beginning to reach their 5% NEM cap, POUs have 
initiated processes to develop successor NEM tariffs and other complimentary programs to support solar in their communities. 

Through years of experience, POUs have learned that what works to promote local renewable energy generation for one POU may 
not work for another.  In California, there are over 40 POUs, which vary widely in size, customer diversity, infrastructure, and 
climate.  These POUs range from the largest city in the state (Los Angeles), to some of the smallest farming towns in northern 
California, and include other public entities, such as ports and irrigation districts. 

To effectively promote local renewable energy generation in each unique POU territory, local control is important and policies in 
this area should preserve a POU’s ability to: 

• Develop programs that comply with state goals and are tailored to the characteristics of the POU’s community; 
• Design rates and charges that are fair to all of its customers; 
• Consider the role of energy efficiency, community solar, and electric transportation when developing solar policies; and, 

                                                                    
9 Energy and Environmental Economics. September 2013. California Net Energy Metering (NEM) Draft Cost—Effectiveness Evaluation.  Prepared for the 
California Public Utilities Commission.  Available: https://ethree.com/documents/CSI/CPUC_NEM_Draft_Report_9-26-13.pdf  
10 California State Senate Rules Committee, Office of Senate Floor Analyses.  September 9, 2013.  AB 327 (Perea) Floor Analysis .  Available:  
http://leginfo.legislature.ca.gov/faces/home.xhtml  
11 The Solar Progress Parternship. April 2016. Comments of the Solar Progress Partnership on an Interim Successor to Net Energy Metering.  Available: 
http://documents.dps.ny.gov/public/Common/ViewDoc.aspx?DocRefId=%7b75A9DA7C-50C3-44C1-912C-D6695E455D88%7d  

https://ethree.com/documents/CSI/CPUC_NEM_Draft_Report_9-26-13.pdf
http://leginfo.legislature.ca.gov/faces/home.xhtml
http://documents.dps.ny.gov/public/Common/ViewDoc.aspx?DocRefId=%7b75A9DA7C-50C3-44C1-912C-D6695E455D88%7d
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• Enhance local economic development opportunities with renewable and energy efficiency programs, 

The challenge with current NEM policy is that it implies that the utility’s retail rate is based solely on the price of electricity 
generation.  In reality, the retail rate also covers the utility’s transmission and distribution costs, which the solar customer can 
avoid paying under NEM (even though the customer relies on the transmission and distribution system to receive energy when, for 
example, the sun is not shining).  As noted above, this results in a revenue shortfall for the utility that is shifted to non-solar 
customers, many of whom are low-income customers that do not have the means to install rooftop solar. 

AB 327 (2012, Perea) required the ratemaking authority for the IOUs, the CPUC, to establish an NEM successor program that is 
based on the electrical system costs and benefits received by nonparticipating customers and prevents a cost shift to non-NEM 
customers.  To create uniformity in state policy, as well as parity, the ratemaking body for many publicly owned electric 
utilities—which consist of locally elected officials—are considering the development of NEM successor programs that promote 
reasonable access to local renewable energy generation and prevents a cost shift to non-participating customers. 

In addition to successor NEM programs, there are a number of alternative programs that provide broader economic and 
environmental benefit to the community and that avoid the cost shift inherent in a NEM program, including the following: 

 Community Solar: The Smart Electric Power Alliance (SEPA), formerly the Solar Electric Power Association, defines 
community solar as a program through which individual members of a community have the opportunity to “buy in” to a 
nearby solar installation.  As part of the buy-in, customers typically receive a proportional share of the financial or 
energy output of the system.  Community solar may particularly appeal to customers who rent or lease property, have 
heavily shaded or north-facing roofs, or simply do not want to make the high up-front financial investment in a rooftop 
system.  These programs allow utilities to offer a solar option to a broader portion of their customers, compared to 
other utility-led customer solar programs.12 

 Value of Solar (VOS):  A VOS tariff is intended to be compensation for the real value provided by the solar 
installations to the electric system.  A VOS rate is determined through a bottom-up calculation of each of the benefits 
and costs that distributed solar provides to or imposes on the electricity system. The values generally represent 
avoided costs to the utility and the overall system (e.g., avoided transmission and distribution services) and the costs of 
incorporating solar into the system. These value streams are added together to arrive at a single VOS rate, expressed in 
cents per kilowatt-hour. This is the rate at which customers are compensated for electricity generated by their grid-
connected solar PV systems.13 

 Customer Grid Supply (CGS):  Hawaii has closed their NEM program.  In its place, Hawaii now offers the CGS as an 
alternative.  Through the CGS program customers receive a credit for electricity sent to the grid, but are still billed at the 
retail rate for electricity they use from the grid.14 

Conclusion 

As the state considers future solar and clean energy policies, public power urges policymakers to continue to recognize the track 
record of POU program successes and empower the local governing boards of POUs to continue to design customer programs that 
enable renewable distributed generation to grow fairly and sustainably in a manner that is tailored to the needs of each POU 
community. 
                                                                    
12 Solar Electric Power Association. September 2014. Expanding Solar Access Through Utility-led Community Solar. 
13 National Renewable Energy Laboratory. March 2015. Value of Solar Program Design and Implementation. NREL/TP-6A20-62361. Available: 
http://www.nrel.gov/docs/fy15osti/62361.pdf  
14 For more information on Hawaii’s program, visit: https://www.hawaiianelectric.com/clean-energy-hawaii/producing-clean-energy  

http://www.nrel.gov/docs/fy15osti/62361.pdf
https://www.hawaiianelectric.com/clean-energy-hawaii/producing-clean-energy
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