AB 920 (Huffman) – Net Metering

What is AB 920?

AB 920, passed by the Legislature in September and signed by the Governor in October, would allow utility customers that are net-generators of electricity (from on-site wind/solar facilities) to be positively compensated by their utility for surplus electricity produced during the prior 12 month period. 

AB 920 was one of several net-metering and feed-in tariff bills that were debated in the 2009 legislative session.  Others included, AB 1106 (Fuentes), SB 7 (Wiggins), and SB 32 (Negrete-McLeod).

Because NCPA’s membership was split on the overall merits of AB 920, NCPA did not take a strong “support” or “oppose” position on the bill.  We did, however, work to ensure that each NCPA member’s ratemaking authority had as much flexibility as possible in implementing any potential net-metering requirements, were AB 920 to become law.  

Among the provisions secured for publicly owned utilities was a one megawatt cap on the size of the solar/wind system, a 2.5 percent cap (of the electric utility’s aggregate customer peak demand) for the entire program, and a requirement that customers appropriately size their generation facilities to their load.  As well, POU ratemaking authorities have broad discretion to determine the level of compensation that is paid to customer generators, and can omit transmission and distribution costs from the reimbursement rate.  

Additionally, any surplus electricity that is purchased back from a customer generator would count towards the utility’s renewable portfolio standard (RPS), and any customer-generator that required new metering equipment to participate in the program would be responsible for the cost of that meter.

What utilities are required to participate in AB 920?

All utilities, except for LADWP, must offer their solar/wind generating customers the option of a net-metering contract or tariff.   (LADWP’s extension is a long-standing net-metering exemption secured under the original net-metering law passed in 2002.)

What kind of customers can participate in the net energy metering program?

An “eligible customer-generator” is defined in statute as a residential, small commercial, commercial, industrial, or agricultural customer of an electric utility, who uses a solar or a wind turbine electrical generating facility, or a hybrid system of both, with a capacity of not more than one megawatt that is located on the customer’s owned, leased, or rented premises, and is interconnected and operates in parallel with the electric grid, and is intended primarily to offset part or all of the customer’s own electrical requirements.

If a customer’s facility is larger than one megawatt, your utility would only have to offer a net-metering tariff for the first megawatt. 

As well, a standard net-metering contract or tariff need only be made available to eligible customer-generators on a first-come-first-served basis until the total rated generating capacity used by eligible customer-generators exceeds 2.5 percent of the electric utility’s aggregate customer peak demand.

What is required of Publicly Owned Utilities, and by when?

By January 31, 2010, each utility must provide notice, to all of its customers that have on-site solar and/or wind generation facilities, that they are eligible to receive net surplus electricity compensation for the surplus electricity they produce.  Notified customers must affirmatively elect to receive net surplus compensation.  The 12 month period for net metering begins when your utility receives the eligible customer-generator’s “election” of this compensation.  A customer that elects to participate can choose whether he/she receives compensation in the form of payment or in the form of a credit to their bill.  

By January 1, 2011, each utility’s ratemaking authority must establish a compensation rate for its net-surplus generating customers.  This valuation must be established in a public meeting, but the authority has broad discretion to determine the level of that compensation.  The law states:

“The net surplus electricity compensation valuation shall be established so as to provide the net surplus customer-generator just and reasonable compensation for the value of net surplus electricity, while leaving other ratepayers unaffected. The ratemaking authority shall determine whether the compensation will include, where appropriate justification exists, either or both of the following components:

(i) The value of the electricity itself.

(ii) The value of the renewable attributes of the electricity.

(B) In establishing the rate pursuant to subparagraph (A), the ratemaking authority shall ensure that the rate does not result in a shifting of costs between solar customer-generators and other bundled service customers.”

Exactly what constitutes “just and reasonable” compensation is determined by your ratemaking authority, as is whether or not the “value of the renewable attributes” is included in that compensation calculation.  

As a practical matter, your compensation rate could be based on a 12-month average cost of the generation component of a kilowatt delivered.  No doubt there will be customers and solar energy activists that will demand the highest compensation levels possible.  They will argue that, because your utility is receiving RPS credit for the surplus generation, they should be compensated at a rate equal to what a solar kilowatt would cost on the spot market.  

The truth is, any kilowatt your utility would purchase on the spot market would be “system power”, and would cost considerably less than buying a renewable kilowatt—much less specifically a solar kilowatt—on the day-ahead market.  Additionally, for many of you, the RPS credit would be so negligible (only the surplus generation is credited) that it would not be worth the extra cost to you as the utility.  That would be especially true for the many of you that are already well ahead of current RPS requirements anyway.  Finally, there is the cost-shifting argument: paying a net-surplus generator at the full retail rate would undoubtedly affect other ratepayers in your service territory, and the new law specifically states that the compensation rate paid to your net-surplus generators not result in any cost-shifting between customers.

In fact, for any utilities that already have any sort of net-metering or net-surplus compensation program in place—to the extent that that current rate includes compensation beyond the generation component—this new law would give your utility the opportunity to revisit those agreements, and could result in your utility being able to lower the existing compensation rate.

