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Related to Net Energy Metering. 

Rulemaking 14-07-002 
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SUBMITTAL OF THE FEDERAL EXECUTIVE AGENCIES 
IN RESPONSE TO THE ADMINISTRATIVE LAW JUDGE’S 

RULING (1) ACCEPTING INTO THE RECORD ENERGY DIVISION 
STAFF PAPERS ON THE AB 327 SUCCESSOR TARIFF OR 
CONTRACT; (2) SEEKING PARTY PROPOSALS FOR THE 

SUCCESSOR TARIFF OR CONTRACT; (3) SETTING A PARTIAL 
SCHEDULE FOR FURTHER ACTIVITIES IN THIS PROCEEDING 

I.  EXECUTIVE SUMMARY

 Consistent with the objectives of Assembly Bill 327 (“AB 327”), The Federal Executive 

Agencies (“FEA”) propose a net energy metering (“NEM”) successor tariff compensation 

structure that is based on a full retail rate credit to the eligible customer-generator.  The FEA 

believes that this compensation structure would ensure that there is sustainable growth of 

renewable resources in California under the successor tariff, as required by AB 327. 

 To avoid creating new barriers to the growth of on-site renewable generation in 

California, and to be consistent with the goal of AB 327, interconnection fees, new fixed grid 

charges, standby charges, and new nonbypassable charges should not be imposed on eligible 

customer-generators, irrespective of the size of the on-site renewable system.  If the California 

Public Utilities Commission (“CPUC”) nevertheless determines that new nonbypassable charges,  

fixed charges or standby charges should be applied to eligible customer-generators under the 
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NEM successor tariff, any such charges should be phased in on a very gradual basis (e.g., over 

10 to 15 years).

For the reasons explained in this filing, the FEA ran its Public Tool scenarios only for the 

SCE service territory, using the six model scenarios required by the ALJ’s July 20, 2015 ruling 

in this proceeding.  The FEA’s model runs were based on a full retail rate credit compensation 

structure with no new fixed charges or grid charges for NEM customers.  The FEA’s modeling 

results show that a full retail rate credit compensation structure will support sustainable growth 

of DER, as evidenced by robust projected DER deployment levels through 2025.  In addition, 

this compensation structure passes the Total Resource Cost test and the Societal Benefits test 

when one assumes broader state policies that are supportive of DER development, thereby 

demonstrating that the benefits of the FEA’s DER proposal are greater than or equivalent to the 

associated costs.

 In this proceeding, the FEA’s major areas of concern include reducing burdensome or 

unnecessary interconnection requirements and related costs for the installation of on-site 

renewable facilities, particularly facilities in excess of 1 MW in size.  The FEA makes the 

following principal recommendations to address its concerns with respect to NEM policy in 

California:

1. On-site renewable systems larger than 1 MW should be eligible to enroll in any NEM 
successor tariff/contract design; 

2. Accounts taking either direct access or bundled service should be eligible on an equal 
footing for the NEM successor tariff;

3. System interconnection issues should be addressed by giving utilities a 30-day limit 
to study an interconnection request, which limit can only be extended by the 
Commission.  The cost of appropriate distribution upgrades should be borne by the 
customer-generator; and   

4. Separate installations on a single premise such as a military facility can be designated 
as separate eligible customer-generators under the NEM successor tariff/contract, 
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regardless of whether such installations are associated with a single customer account 
or are located behind a single utility delivery point. 

II.  INTRODUCTION AND OVERVIEW OF COMMENTS

The FEA appreciates the opportunity to make this filing in response to the ALJ’s June 4, 

2015 and July 20, 2015 rulings seeking proposals from the parties for the NEM successor tariff 

or contract.  As explained in our April 28, 2015 comments in this proceeding, the FEA supports 

renewable energy development and has been and will, to the extent feasible under CPUC rates, 

rules and regulations, continue to add renewable generation at its facilities in California.  

Moreover, the FEA is very interested in accelerating the deployment of renewable generation 

resources at its facilities in California, and is therefore interested in the adoption of an NEM 

successor tariff that will minimize the regulatory and cost impediments to the installation of 

renewable generation resources in California.  In this regard, the FEA’s major areas of concern 

include reducing burdensome or unnecessary interconnection requirements and related costs for 

the installation of on-site renewable facilities in excess of 1 MW in size. 

On April 28, 2015, in response to the ALJ’s April 15, 2015 request, the FEA submitted 

comments regarding the functionality provided by the Public Tool.  In those comments, the FEA 

detailed its concerns that the Public Tool does not provide sufficient functionality to address the 

circumstances of direct access accounts wishing to install on-site renewable generation in excess 

of 1 MW in size, and also does not adequately address issues related to interconnection 

requirements for on-site renewable generation.  Specifically, the FEA’s April 28, 2015 

comments urged the CPUC to require added functionality in three specific areas: 

Allow model users to specify NEM successor tariff/contract options for direct access 
customers;  
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Enhance the model’s functionality with respect to the impact of interconnection 
requirements and related interconnection costs on both direct access and bundled 
service customers; and 

Allow model users to explore the viability of installing larger renewable projects at a 
single site with multiple facilities on several parcels of land, based on their 
aggregated load. 

Unfortunately, the added functionality requested by the FEA was not incorporated into 

the final version of the Public Tool, and no explanation of this decision was provided.  As a 

result, it is not possible to use the Public Tool in a manner that adequately evaluates FEA’s 

primary concern about developing a NEM successor tariff/contract.  Consequently, the FEA has 

elected primarily to focus its August 3, 2015 filing on Sections C and D of the ALJ’s  June 4, 

2015 ruling, which address the treatment of systems larger than 1 megawatt and additional 

elements of a NEM proposal (the FEA has specifically addressed exemptions from 

interconnection fees, upgrade fees, standby charges and nonbypassable charges).  These aspects 

of the ALJ’s ruling more directly address the areas of concern to the FEA in this proceeding. 

While a substantial amount of the FEA’s load in California takes direct access service, 

the FEA does have considerable load in the Southern California Edison (“SCE”) service area that 

takes bundled service.  Therefore, to address the requirement in the ALJ’s ruling that the Public 

Tool be used as the basis for developing NEM successor tariff proposals for the August 3, 2015 

filings of the parties, the FEA has prepared a Public Tool model run for SCE that sets the NEM 

compensation structure for bundled service customers at the full retail rate, with no new fixed or 

grid charges imposed on DER customers.  We believe that this rate structure provides the best 

means of ensuring the continued robust expansion of on-site renewable generation in California.  

In compliance with the ALJ’s July 20, 2015 ruling, the FEA’s model run was conducted for all 

six of the “bookend” cases that were developed by the Staff of the CPUC’s Energy Division.    
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III.  SECTION ADDRESSING STANDARD 
        NEM SUCCESSOR TARIFF/CONTRACT

FEA’S RESPONSE

To ensure that there is sustainable growth of renewable resources in California under the 

successor tariff, as required by Assembly Bill (“AB”) 327, it is important to ensure continuity in 

the NEM compensation structure between the existing and successor NEM tariffs.  The FEA 

therefore supports a NEM successor tariff compensation structure for bundled service customers 

that is based on a full retail rate offset for the eligible customer-generator.  Any significant 

changes to the compensation structure could have unforeseen detrimental impacts on the 

incentives facing potential on-site customer-generators and thereby significantly reduce future 

on-site renewable generation deployment to an extent that may be difficult to reverse.  

Maximizing continuity in the NEM successor tariff relative to the existing NEM tariff, 

particularly with respect to the rate structure, is the best means of avoiding such detrimental 

impacts. 

As explained in more detail in response to Section D of the ALJ’s June 4, 2015 ruling in 

this proceeding, the FEA believes that the NEM successor tariff should not impose 

interconnection fees, new fixed charges, standby charges, or any new nonbypassable charges on 

eligible customer-generators, irrespective of the size of the on-site renewable system.  This 

approach aligns with California’s expressed renewable energy and environmental policies by 

minimizing the cost barriers to continued expansion of on-site generation in California.  It also 

minimizes the disruption to customer incentives that could result from the transition to the NEM 

successor tariff. 
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Based on these considerations, the FEA has developed Public Tool model runs using the 

six model scenarios required by the ALJ’s July 20, 2015 ruling,1 based on a full retail rate credit, 

or offset, for the NEM successor tariff compensation structure for bundled service customers.  In 

addition, the FEA’s model runs exclude any new grid charges or fixed charges that would be 

imposed on eligible customer-generators under the NEM successor tariff.  As the FEA explained 

in the introductory section of this filing, the relevance of the Public Tool to the FEA’s accounts 

is limited to the SCE service area where the FEA has significant bundled service.  For this 

reason, the FEA ran its Public Tool scenarios only for the SCE service territory. 

The FEA’s NEM successor tariff proposal meets the requirement that the successor tariff 

structure should support the sustainable growth of DER in California, as that term is used in 

Public Utilities Code Section 2827.1(b)(1).  This conclusion is supported by the fact that 

cumulative DER installations are projected to increase robustly under each of the six required 

scenarios modeled by the FEA, with DER deployments projected to more than double from 

approximately 4,000 MW in 2017 to over 10,000 MW in 2025.  (See attached summary tables.) 

To fully capture the benefits that DER provide to California, the Commission should 

measure the costs and benefits of DER installations, as addressed in Public Utilities Code 

Section 2827.1(b)(3), using the Total Resource Cost (“TRC”) test.  The Ratepayer Impact 

Measure (“RIM”) test also should be run in order to ensure that the accompanying rate impacts 

are not too severe.  For the same reasons stated above, it is also appropriate to use the TRC test 

to determine whether the total benefits of the NEM successor tariff to all customers and to the 

electrical system are approximately equal to total costs, as specified in Public Utilities Code 

Section 2827.1(b)(4). 

                                                
1The six required model scenarios under the ALJ’s Order are 2 Tiered High, 2 Tiered Low, TOU 

Bookend 1 High, TOU Bookend 1 Low, TOU Bookend 2 High and TOU Bookend 2 Low. 



-7-

The FEA’s Public Tool model runs demonstrate that a full retail rate credit compensation 

structure for DER under the NEM successor tariff will generate benefits in excess of the 

associated costs under the scenarios developed by the CPUC Energy Division Staff that assume 

the implementation of broader state policies, such as renewable portfolio standard (“RPS”) 

requirements for distributed generation, that are supportive of robust DER development (the 

Energy Division Staff’s “High” bookend scenarios).  These results show that when the full 

benefits of DER are appropriately recognized in analyzing the costs and benefits of DER 

deployment and broader state policies support such deployments, a full retail rate credit 

compensation structure with no new grid charges or fixed charges under the NEM successor 

tariff is consistent with the requirement that the benefits of DER deployment should be greater 

than or equivalent to the associated costs.

IV.  SECTION C.  SYSTEMS LARGER THAN ONE MEGAWATT

FEA’S RESPONSE

In its paper demonstrating how to use the Public Tool that was included as Attachment 1 

to the ALJ’s June 4, 2015 ruling, the CPUC Energy Division Staff assumed that renewable 

systems larger than 1 MW would be eligible to enroll in any NEM successor tariff/contract that 

is approved by the CPUC.  (Attachment 1 to the ALJ’s ruling, p. 1-13)  The FEA strongly 

supports the concept that systems sized over 1 MW should be designated as eligible customer-

generators under any approved NEM successor tariff or contract.  This approach is reasonable 

because it would open the door for the installation of larger sized, generally more economical, 

on-site renewable systems, while avoiding the imposition of any special hurdles or conditions on 

larger renewable systems that may lead to discriminatory treatment of larger systems in the NEM 

application process.  Such discriminatory treatment could result from the designation of systems 
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larger than 1 MW as a special class of customer-generator that must qualify for NEM under a 

distinct tariff or contract. 

The NEM successor tariff also should address clearly the eligibility of direct access 

accounts for NEM service, including for eligible customer-generators sized over 1 MW.  

Specifically, accounts taking either direct access or bundled service, regardless of the size of the 

eligible customer-generator, should be designated as eligible customer-generators and should be 

treated on an equal footing under the NEM successor tariff.  However, in recognition of the fact 

that direct access accounts take generation service from a third party provider, the NEM 

successor tariff should specify that direct access customers are free to independently negotiate 

NEM generation compensation issues directly with their generation provider.

The NEM successor tariff should also include specific provisions to facilitate the prompt 

resolution of system interconnection requests for all customer-generators, including systems 

larger than 1 MW.  Specifically, system interconnection issues for eligible customer-generators 

should be addressed by giving utilities a 30-day time limit to study an interconnection request, 

which limit could only be extended by the CPUC for good cause shown.  If the interconnection 

study shows that transmission and distribution (“T&D”) upgrades are needed solely as a result of 

the interconnection of the customer-generator, the electric utility would be afforded a reasonable 

period of time, approved by the CPUC, to complete the upgrades.  The cost of the upgrades 

would be borne by the customer-generator.  Putting the CPUC in control of the timeline for the 

interconnection study process would ensure that system interconnection procedures cannot be 

used to unreasonably impede or delay the access of eligible-customer generators to NEM service.  

At the same time, the imposition of legitimate distribution upgrade costs on eligible customer-

generators would ensure that large systems sized over 1 MW comply with the statutory 
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requirement to be subject to reasonable interconnection charges, where such charges are directly 

attributable to the interconnection of the eligible customer-generator. 

The NEM successor tariff should also specifically address the eligibility of installations 

for NEM service when such installations are located on a single premise, such as a military base.  

This can be accomplished by inserting language into the NEM successor tariff stating that 

various installations located on a single premise such as a military facility can be designated as 

separate eligible customer-generators under the NEM tariff, regardless of whether such 

installations are associated with a single customer account or are located behind a single utility 

delivery point.  The inclusion of such language in the NEM successor tariff would help to 

remove some of the obstacles that military facilities have encountered in the past when they have 

attempted to establish eligibility for NEM service in California. 

Finally, to ensure compliance with the statutory requirement that on-site renewable 

systems sized larger than 1 MW must not exceed the size of the on-site load, it is reasonable to 

include provisions in the NEM successor tariff specifying that such large systems cannot be sized 

in a manner that creates net exports of energy to the grid.

V.  SECTION D.  ADDITIONAL ELEMENTS

1.b. Exemptions from interconnection application fees, interconnection study fees, and 
distribution upgrade fees 

1.c. Exemptions from standby charges 

1.d. Payment of nonbypassable charges 

FEA’S RESPONSE

To encourage sustainable growth of renewable energy under the NEM successor tariff, as 

required by California legislation, eligible customer-generators (including customer-generators 

over 1 MW in size) should be exempted from interconnection application fees, interconnection 
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study fees and standby charges.  The FEA does not oppose the continued imposition of certain 

nonbypassable charges (such as Public Purpose Program charges and the Cost Responsibility 

Surcharge) on eligible customer-generators under the NEM successor tariff to the extent that 

such charges are currently applied to customer-generators under the existing Schedule NEM.  

However, the NEM successor tariff should not impose new nonbypassable charges that do not 

currently apply to eligible customer-generators, nor should it introduce new fixed grid charges 

for such customers.  The imposition of such new fees or charges would create additional cost 

barriers to the deployment of on-site renewable generation, which would hinder California’s 

efforts to comply with its renewable portfolio standard and compromise efforts to achieve the 

emissions reduction goals established by state policy. 

If the CPUC nevertheless determines that new nonbypassable charges or fixed grid 

charges should be applied to eligible customer-generators under the NEM successor tariff, any 

such charges should be phased in on a very gradual basis (e.g., over 10 to 15 years).  This phase-

in period would give potential NEM customers and the renewable energy industry adequate time 

to adjust to the new charges and hopefully to achieve benefit from reductions in the installed cost 

of renewable energy systems that could offset the additional customer costs associated with the 

imposition of new charges under the NEM successor tariff.  This approach would therefore 

reduce the chance that these new charges would significantly undermine the economics of on-

site renewable generation deployment for a wide range of customers.   

As discussed in its response to Section C of the ALJ’s June 4, 2015 ruling, the FEA does 

not oppose the imposition of distribution system upgrade fees on eligible customer-generators, 

including on systems sized over 1 MW, but only to the extent that the utility's interconnection 

study shows that such upgrades are required solely due to the interconnection of the eligible 
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customer-generator.  The imposition of appropriate distribution upgrade charges on eligible 

customer-generators should significantly alleviate any concerns regarding cross subsidization of 

eligible customer-generators by other customers on the utility’s distribution system. 

VI.  CONCLUSION

The FEA appreciates the opportunity to submit this filing and looks forward to working 

with the CPUC and the other stakeholders in this proceeding to ensure that the NEM successor 

tariff effectively encourages the robust deployment of on-site renewable energy resources in 

California.

Date:  August 3, 2015     Respectfully submitted, 

/s/ Rita Liotta

Rita Liotta 
Counsel, FEA 
United States Department of the Navy 
1 Avenue of the Palms, Suite 161 
San Francisco, CA 94130 
rita.liotta@navy.mil 


































































































