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SUBJECT: Electricity: customer renewable energy subscription program

DIGEST: This bill requires the California Public Utilities Commission (CPUC)
to adopt or modify a customer renewable energy subscription program with
specified requirements by which a program participant is credited for electricity
generated from a renewable generation facility.

ANALYSIS:
Existing law:

1) Establishes and vests the CPUC with regulatory authority over public utilities,
including electrical corporations. (Article XII of the California Constitution)

2) Requires the CPUC, on or before March 31, 2024, to evaluate each customer
renewable energy subscription program to determine if the program meets
specified goals and to determine whether it would be beneficial to ratepayers to
establish a new tariff or program for an electrical corporation, or modify an
existing tariff or program administered by an electrical corporation, to establish
a community renewable energy program, as provided. If the CPUC determines
that it would be beneficial to ratepayers to establish the community renewable
energy program, existing law requires the CPUC, on or before July 1, 2024, to
establish the program and require each electrical corporation to participate in
the program. (Public Utilities Code §769.3)

3) Requires the CPUC, within 24 months of establishing a community renewable
energy program and annually thereafter for the duration of the program, to
submit to the Legislature a report on the facilities deployed and customers
subscribed, as provided. (Public Utilities Code §913.15)

4) Requires every electric utility, defined to include electrical corporations (IOUs),
local publicly owned electric utilities (POUs), and electrical cooperatives, to
develop a standard contract or tariff for net energy metering (NEM), for
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generation by a renewable electrical generation facility, and to make this
contract or tariff available to eligible customer-generators, upon request on a
first-come-first-served basis until the time that the total rated generating
capacity used by eligible customer generators exceeds five percent of the
electric utility’s aggregate customer peak demand. (Public Utilities Code
§2827)

5) Requires the CPUC, for a large IOUs, as defined, to have developed a second
standard contract or tariff to provide NEM to additional eligible customer-
generators in the [OU’s service territory and imposes no limitation on the
number of new eligible customer-generators entitled to receive service pursuant
to this second standard contract or tariff. (Public Utilities Code §2827.1)

6) Requires the CPUC to ensure that the second standard contract or tariff made
available to eligible customer-generators by large IOUs ensures that customer-
sited renewable distributed generation continues to grow sustainably. Requires
the CPUC, in developing this standard contract or tariff, to include specific
alternatives designed for growth among residential customers in disadvantaged
communities. (Public Utilities Code §2827.1(b)(1))

7) Establishes the Green Tariff Shared Renewables Program (GTSR) with 600
megawatts (MW) of renewable resources available to customers of the IOUs on
a proportional basis to which a participating customer can subscribe. Prohibits
the shifting of costs for the GTSR program to nonparticipating customers.
Requires the CPUC to ensure that charges and credits for the GTSR are set in a
manner that ensures nonparticipant ratepayer indifference for the remaining
bundled service, direct access, and community choice aggregation (CCAs)
customers, and ensures that no costs are shifted from participating customers to
nonparticipating ratepayers. (Public Utilities Code §2831, ef seq.)

8) Imposes various requirements on public works projects, as defined, including a
requirement that, at minimum, all workers employed on a public works project
be paid the general prevailing rate of per diem wages for work of a similar
character in the locality in which a public work is performed, as specified.
(Labor Code §1720)

9) Requires that all low-rise residential subdivisions of ten or more units include
solar in new construction starting in 2020. (California Code Regulations Title
24, Part 6 §150.1)

10) Allows participation in a community shared solar or battery storage system,
approved by the California Energy Commission (CEC), as a compliance option
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to partially or totally meet the onsite solar electric generation system and/or
battery storage system that is otherwise required by Title 24. (California Code
Regulations. Title 24, Part 6 §10-115)

This bill:

1) Revises the requirements of the customer renewable energy subscription
program, among other things, to:

a) Promote participation by low-income customers at levels commensurate
with the opportunity to customer-generators as part of NEM.

b) Provide bill credits to subscribers based on the avoided costs of a
community renewable energy generators participating in the program if the
community renewable energy generator is determined to be a load
modifying resource.

¢) Require all community renewable energy generators participating in the
program to have no more than five megawatts (MW) of generation capacity
and no more than five MW of energy storage.

d) limit the total program capacity to four gigawatts (GW) or end the
enrollment of new community renewable energy generators in the program
after seven years, whichever occurs first.

2) Requires the CEC, on or before December 1, 2027, to evaluate the load
modifying potential of community renewable energy generators and identify
attributes that CEC would expect a community renewable energy generator to
meet to be classified as a load modifying resource

3) Requires the CPUC, 90 days following the completion of the evaluation by the
CEC, to establish a mechanism to determine whether community renewable
energy generators are load modifying resources consistent with the attributes
identified by the CEC.

4) Requires the CPUC, 90 days following the establishment of the mechanism, to
adopt or modify a customer renewable energy subscription program consistent
with the revisions to the program made by this bill.

5) Requires the CPUC, within 24 months of the adoption or modification of a
customer renewable energy subscription program and annually thereafter for the
duration of the program, to submit to the Legislature a report on the community
renewable energy generators participating in the program and customers
subscribed. Repeals this requirement on January 1, 2034.
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What is Community Solar? The U.S. Department of Energy defines community
solar as any solar project or purchasing program, within a geographic area, in
which the benefits of a solar project flow to multiple customers such as includes
from various customer classes: residential, commercial, etc. Community solar can
be designed in several ways, but the ultimate goal is to provide residents with more
options to participate in solar projects. In most cases, customers are benefitting
from energy generated by solar panels at an off-site array; however, there are also
on-site multifamily community solar options where occupants of apartment and
condominium buildings each benefit from the energy produced from the rooftop
solar project. Additionally, who pays to plan, construct, and operate the solar
project varies across the different community solar models — such as when a utility
may own or operate a project that is open to voluntary ratepayer participation, or
when customers themselves may collectively sign a contract with a third-party
developer and be treated as departing load from their utility.

Community solar customers typically receive a bill credit for electricity generated
by their share of the community solar system — similar to someone who has rooftop
panels installed on their home and receives the NEM tariff. However, the value of
that customer bill credit can also vary widely between community solar programs,
with some more generous than others. Community solar can be a great option for
people who do not own their homes, have financial constraints, or have insufficient
roof conditions such as shading, roof size, or other factors and who desire to
participate in a solar project.

Existing Community Solar Programs. There are four main community solar
programs currently in place for eligible customers of California’s large electric
IOUs:

e Disadvantaged Communities-Green Tariff (DAC-GT) program.
e Community Solar Green Tariff (CSGT) program.
e GTSR program, which is comprised of two subprograms:

o the Green Tariff (GT) option.

o the Enhanced Community Renewables (ECR) option.

AB 327 (Perea, Chapter 611, Statutes of 2013) directed the CPUC to develop
specific alternatives designed to increase adoption of renewable generation in
disadvantaged communities. In 2018, the CPUC created several programs
(Decision 18-06-027) aimed at increasing access to solar energy for residents of
disadvantaged communities (DAC) located in one of the three large electric IOU
distribution service territories. These include:
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e DAC-GT program:

@)
@)
@)

Renewable facility is a utility-scale, utility-procured project.
Open to residential customers in DAC.
Customers receive a 20% bill discount.

e DAC-CSGT program:

©)
©)
@)

(@]

Renewable facility is a local solar project.

Open to residential customers in DAC.

Communities work with a local non-profit or government sponsor to
organize community interest and present siting locations to their electric
IOU or CCA.

Project sizes are capped at four MW.

Projects must be built within five miles of where customers reside.
Customers receive a 20% bill discount.

In order to offset the high costs of these projects, electric IOU greenhouse gas
(GHG) auction proceeds and public purpose funds from non-participating
ratepayers are utilized.

Prior to the establishment of the DAC programs, SB 43 (Wolk, Chapter 413,
Statutes of 2013) directed the CPUC to establish the GTSR program. GTSR has
the overall objective of expanding customer access to renewable energy and to
build up to 600 MW in additional renewable facilities. GTSR includes both a GT
option and an ECR option. Pursuant to statute, the costs of GTSR may not be borne
by nonparticipants. The two GTSR programs are similar in structure to the two
DAC community solar programs mentioned previously.

e (GT program:
o Renewable facility is utility-scale and utility procured.

O
O

Open to all customers of states’ three largest IOUs.
Customer pays the difference between their current charge for generation
on their IOU bill and the cost of procuring either 50 or 100% renewables.

e ECR program:

@)
@)
@)

Renewable facility is a local solar project.

Project size limited to 20 MW.

Facility developers must fulfill a “community interest requirement,”
where interested customers commit to enroll in 30% of the project’s
capacity or expressed interest to reach a 50% subscription rate ahead of
time, and must have a minimum of three separate subscribers.
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o Customers agree to purchase a share of a local solar project directly from
a solar developer, and in exchange, the customer will receive a credit
from their utility for the customer’s avoided generation and for their
share of the benefit of the solar development to the utility.

o Customers, in buying the solar generation directly from a third party, are
treated as departing load. When an ECR customer moves within the
IOU’s territory they can retain their ECR subscription at their new
service address.

Solar on Multifamily Affordable Housing (SOMAH). Established by AB 693
(Eggman, Chapter 582, Statutes of 2015), the SOMAH program provided
incentives for solar energy photovoltaic (PV) systems for multifamily affordable
housing. SOMAH provides for up to $100 million annually from the electric IOUs
GHG auction proceeds, up to $1 billion dollars over 10 years, to install 300 MW of
capacity. The SOMAH program began accepting applications on July 1, 2019,
receiving more than 200 applications on the first day it opened, and waitlists were
started in the large electric IOUs’ territories.

Solar ready buildings in the Title 24 Regulations. In May of 2018, as part of its
regulation of building energy efficiency, the CEC adopted a requirement for the
installation of solar system capacity on all new low-rise residential buildings.
More specifically, the CEC regulations require (a) installation of a certain sized
solar system on a newly constructed, low-rise residential building; (b) successful
exemption from the installation requirement in the event of excessive shade, roof
design or other defined factors; or (c) development of a community solar project
that offsets the load of the newly constructed, low-rise residential building.
Builders are struggling to comply with the CEC’s requirement. In particular,
builders are looking to develop community solar projects as a means of
compliance, which builders note are much cheaper to develop than rooftop solar.

Title 24 community solar compliance option. For a community solar project to
comply with Title 24 it must (a) reduce the building’s energy bill by an amount
greater than the added cost to the building resulting in the building’s share in the
community solar project; (b) provide energy savings benefits dedicated to the
building for no less than 20 years, and (c) be exclusively dedicated to the building.
The CEC’s community solar compliance option is conceptually analogous to the
ECR component of GTSR. Current statute requires electric IOUs to support ECR
projects that allow customers to contract directly with a third-party participating
renewable developer to subscribe to a specific local renewable facility. The ECR
component of the GTSR has been unsuccessful, to date at least, with only 10 MW
(of a possible 600 MW) developed. To date, two utilities have community solar
programs that satisfy the CEC’s alternative compliance option, the Sacramento
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Municipal Utility District (SMUD) and recently approved Plumas-Sierra electrical
cooperative. SMUD’s program is currently fully subscribed.

The Avoided Cost Calculator (ACC). The ACC is a complex determination of the
benefits resources provide to the grid and all ratepayers. It calculates a monetary
amount in $/kWh to value a resource. The ACC calculates the avoided costs of
electricity resources based on generation energy, generation capacity, ancillary
services, transmission and distribution capacity, GHG, and high global warming
potential gases. For example, using Pacific Gas & Electric’s (PG&E’s) E-TOU-C
residential rate for simplicity, the summer off-peak retail rate 1s 42¢/kWh, which
corresponds to the hours that solar-only systems would export to the grid. The
generation-only portion of that is 0.14¢/kWh. However, the avoided cost value for
mid-day hours is closer to 0.01¢/kWh. NEM relies on the generous retail rate to
compensate owner-generators, while other CPUC programs provide a generation-
only rate. This bill’s program compensates based on the avoided cost. The ACC is
updated annually to improve the accuracy of how benefits are calculated, taking
inputs from various CPUC proceedings and CAISO wholesale market data.
However, this annual updating may create volatility for programs relying on the
ACC to determine credits or incentives values. For instance, the value of solar
avoided costs has declined over the last decade. Cost shifts occur when the
program’s costs outweigh its benefits, and nonparticipants of the program are left
covering the difference. This is the controversy associated with NEM — where
customers with NEM are paid from collections of customers without NEM.

Net Energy Metering. Electric utility customers have helped subsidize the cost of
customer-sited electricity generation from renewable resources, which is largely
electricity generated by solar on rooftops. The vast majority of rooftop solar
customers are enrolled in NEM (NEM 1.0) or NEM Successor (NEM 2.0) tariffs,
established under Public Utilities Code §§2827 and 2827.1, respectively. The NEM
program supports onsite renewable energy (largely rooftop solar) installations
designed to offset a portion, or all, of the customer’s electrical energy usage. Under
NEM, customers receive a bill credit (in dollars) based on the retail rate (including
generation, transmission, and distribution rate components) for any excess
generation (in kWh) that is exported back to the grid. In periods when a customer’s
bill is negative (because the amount of energy the solar system exported to the grid
exceeded the amount of energy consumed by the customer), the bill credits are
carried forward up to one year, at which point customers may elect to receive net
surplus compensation for any electricity produced in excess of on-site energy
usage. Customers taking service under NEM 2.0 pay the cost to connect to the grid,
take service on a “time-of-use” rate plan, and pay “non-bypassable” charges that
are not offset with surplus energy credits. In CPUC initiated rulemaking (R. 20-08-
020) the CPUC developed a successor to the NEM 2.0 tariff, as part of the
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requirement in statute and a commitment in a previous decision to review the
current tariff to address the shift in costs to nonparticipating customers. The CPUC
adopted the new tariff, Net-Billing Tariff (NBT) in December 2022 which further
reduced the compensation for rooftop solar installations.

Prevailing wages. In California, the prevailing wage rate is an hourly rate paid on
public works projects that is often set in the terms of a collective bargaining
agreement. Prevailing wage creates a level playing field by requiring an across-the-
board rate for all bidders on publicly subsidized projects. According to the
Department of Industrial Relations, the wage rate relies upon such factors as:

“the particular craft, classification or type of work within the locality and in the
nearest labor market area (if majorities of such workers are paid at a single
rate). If there is no single rate paid to a majority, then the single or modal rate
being paid to the greater number of workers is prevailing.”

Comments

Need for this bill. The author states:

California must build seven times the amount of solar, wind, and batteries every
year for the next 25 years if we are to meet SB 100 goals. Unfortunately, nearly
half of all California households are renters, and 70% of low-income
households are renters, which in nearly any situation prevents onsite solar
opportunities. AB 1813 provides a targeted way to build a robust community
renewables program to lower electric bills for low-income households and
renters, provide benefits to all ratepayers, and ease cost burdens for meeting the
significant demand for new homes. Community Solar and Storage programs are
an incredible tool the state can use to bridge this gap and ensure all
Californian’s can access the benefits of renewable energy.

AB 2316 (Ward, Chapter 350, Statutes of 2022). The Coalition for Community
Solar Access (CCSA) filed a proposal similar to what is included in this bill into
the CPUC’s NEM proceeding. The CPUC’s December 2020 proposed decision
declined to adopt CCSA’s proposal, stating it was premature and reiterating the
CPUC’s intent to review the broader aspects of community solar across the various
programs. In 2022, AB 2316 was introduced and chaptered just as the CPUC was
in the midst of evaluating the electric [OUs’ community solar programs and with
the desire to develop a new community solar program aligned with CCSA’s
proposal. The supporters of AB 2316 had the hope and intention that the legislation
would require the CPUC to adjust its proposal to reflect the desired elements
CCSA sought, including a reliance on the ACC to determine the value of the
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energy from the community solar subscription program. Instead, the CPUC
proposed a different community solar option that would not use the ACC and
instead treat the new community solar energy akin to wholesale energy resources.

CPUC adopts decision on June 11™. To date, the CPUC has remained adamant
about the need to treat these resources as whole sale resource and not rely on the
ACC. On June 11", the CPUC adopted a decision consistent with the treatment of
the new community solar offering as a wholesale resource, the Community
Renewable Energy tariff (CRET), which would rely on the Renewable Market
Adjusting Tariff (ReMAT) as a cost and generation resource foundation with the
ability to contract for 10, 15, or 20 years. The decision also caps each project at no
more than three MW and the overall generation capacity at 750 MW proportioned
across the three large electric IOUs, PG&E with 218.8 MW, SCE with 226 MW,
and San Diego Gas & Electric (SDG&E) with 48.8 MW [minus the capacity
already on contract]. In the decision the CPUC argued any costs recovered beyond
those proposed would result in nonparticipant funded compensation that exceeds
the avoided costs. They also noted that such a tariff could divert generation
developers away from competitive solicitations in the wholesale market.

AB 1813 seeks adjusted community solar program. This bill seeks to create the
community solar option sought by the proponents who have thus far been
unsuccessful at securing at the CPUC. This proposal would also require energy
storage (at five MW) with solar (at five MW) and a program cap of four GW. This
bill would require the CEC to determine whether community solar subscription
program would be a load-modifying resource. Electric IOUs oppose this provision,
arguing such treatment is reserved for behind-the-meter demand response or
energy efficiency resources. They take issue with suggesting that front-of-the-
meter community solar installations could serve the same purpose. Proponents of
this bill suggest the CEC could determine the resources are not load-modifying and
therefore the compensation would be affected. However, they prefer to have the
CEC conduct this analysis instead of the CPUC and require the CPUC within 90
days of the CEC’s evaluation to establish a mechanism to determine whether
community solar resources are load-modifying. This bill also provides that the
community solar can be sited in any area with the Local Reliability Areas
determined by the CAISO. These areas can encompass multiple counties and
hundreds of miles. To the extent community solar is intended to serve a local
community, such large geographic areas raise concerns about whether the avoided
costs on the transmission and distribution system are being avoided to serve load.
The proponents contend the electrons are still serving the need to the electrical grid
and should therefore not be modified. They largely seek opportunities to provide
greater certainty that these community solar projects will be realized.
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Amendments. The author and committee may wish to strike the definition of
“distribution system” as it is not referenced further in this bill.

Prior/Related Legislation

AB 2316 (Ward, Chapter 350, Statutes of 2022) required the CPUC to open a
proceeding by March 31, 2023, to establish a community renewable energy
program that meets specified criteria. The bill also required the CPUC, as part of
the proceeding, to evaluate customer renewable energy subscription programs and
to report the findings from the evaluation to the Legislature by December 31, 2023.
Upon evaluation, authorizes the CPUC to terminate or modify programs that fail to
meet certain requirements, as specified.

AB 2838 (O’Donnell, Chapter 418, Statutes of 2022) authorized the CPUC,
beginning April 1, 2023, to authorize IOUs to terminate the GTSR programs.

SB 1385 (Cortese, 2022) would have established, by January 1, 2024, a new 1,500
MW multifamily housing local solar program that requires each large electrical
corporation, as specified, to construct solar and storage systems in front of the
customers’ meters on or near multifamily housing. The bill sunsets the program as
of January 1, 2027. The bill died in the Assembly Appropriations Committee.

AB 693 (Eggman, Chapter 582, Statutes of 2015) created the Multifamily
Affordable Housing Solar Roofs Program, to provide financial incentives for
qualified solar installations at multifamily affordable housing properties funded
from IOU’s GHG allowances.

SB 43 (Wolk, Chapter 413, Statues of 2013) established, until January 1, 2019, a
Shared Renewable Self Generation Program allowing IOU customers to purchase
an interest in a “community renewable energy facility” and receive a bill credit for
the generation component of the customer’s electrical service.

AB 327 (Perea, Chapter 611, Statutes of 2013) among other provisions, required
the CPUC to develop specific alternatives to the NEM tariff to ensure that
customer-sited renewable distributed energy is available to residential customers in
disadvantaged communities.

FISCAL EFFECT: Appropriation: No Fiscal Com.: Yes Local: Yes

SUPPORT:

Californians for Local Affordable Solar and Storage (Sponsor)
Advanced Energy United



AB 1813 (Ward)

Brightline Action

California Building Industry Association
California Environmental Justice Alliance Action
Center for Biological Diversity

Center for Sustainable Energy

Clean Coalition

Climate Health Now Action Fund
Coalition for Community Solar Access
Contra Costa County

Dayenu: a Jewish Call to Climate Action
Deploy Action

Dimension Energy

Environment California

GRID Alternatives

Nexamp

Natural Resources Defense Council
Peninsula Clean Energy

San Diego Community Power

Solar Energy Industries Association

The Climate Center

The Nature Conservancy

The Utility Reform Network

USA Properties Fund

U.S. Green Building Council California
Valley Vision

Vote Solar

OPPOSITION:

Pacific Gas and Electric Company
Public Advocates Office

San Diego Gas and Electric Company
Southern California Edison
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ARGUMENTS IN SUPPORT: According to Californians for Local Affordable

Solar & Storage, the sponsor of this bill:

AB 1813 would seek to rectify the failures of existing programs designed by the
CPUC by setting more objective standards for the CPUC to evaluate
participation levels. These clarifying amendments will ensure that community
renewable energy projects are treated the same as other distributed resources.
As the CPUC Public Advocates Office has stated, the CPUC should use the
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avoided cost calculator as “the Commission’s single resource for avoided cost
calculation across DER programs,” which is consistent with CPUC policy that
“there should be a single avoided cost model applied to all DER proceedings.”
(February 21, 2024 Opening Brief of the Public Advocates office in CPUC
Docket 22-11-013, p. 39)

AB 1813 would add new requirements to ensure that projects reduce stress on
the grid and maximize reliability benefits. ...Lastly, AB 1813 instructs the
California Energy Commission to definitely evaluate community solar and
storage projects as a load-modifying resources and clarifies that projects are
only eligible for capacity value if they are determined to be load-modifying.

ARGUMENTS IN OPPOSITION: The Public Advocates Office states:

AB 1813 would intervene in the ongoing proceeding by legislatively
prescribing outcomes that the CPUC has not yet determined are cost-effective
or affordable. This creates substantial risk that Californians who do not
participate in these programs — including many working families and
individuals who are already burdened by high utility bills — will subsidize
projects whose full system benefits remain disputed.

—END --



