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• The CPUC must establish a transition period for current
customers to move from the existing program to the successor 

program for NEM
' u\'< )/ ' specifically directs that the CPUC must

reasonable payback period when developing a transition period for
existing customers

• AB327 does not contemplate that existing customers will be
grandfathered for the “life of the system”

• The CPUC is also required to develop a “NEM 2.0”
• Removes cap on NEM capacity and solar-only tariff
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Proposals for “life-of-system” significantly increase the potential 
cost-shift over proposals based on reasonable payback

ORA $2.11,6405
PG&E, SDG&E

SCE $2.91,640

2,409 $12.3 - $18.4CCSE- & Most solar 
Parties

Other solar parties $27.72,409

Notes:
l; Calculations rely on Cost-'Shift per MW per year in 2017 of $255 000 from E3 work-papers;
2) Projected volumes ate from E3 work-paper projections of year-end volumes, .with partial year values interpolated. Proposals from CCSE and 
solar parties are set at PGSE’s NEM Cap of 2409 MW due fu e*peeled ''gold-rush from lengthy grandfathering PGSE and SDGGE’s proposal is 
assumed to result in lasts megawatts granufstherea than SCE's because of the step-down in grandfathering proposed by the former.
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• So'-/ iM'i J' 7 ' previous cl mm of mark I 'Si
• Decreasing' /w to - )sts mean it is possible tc
• i i_ fderstandable tk w colar market wants to preserve (increase) p ' /it, i , w or m cense

/ ir[i- ' LidiUS

n did not materialize
ress cost-shift without market disruption

As cost of solar has decreased, no savings 
haw --wclied nonparticipating customers

SMUD has increased customer fixed charge
m rateswitf
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Start of NEM March 30, 2014 January 1, 2023 10-25

April 1, 2014 December 31, 2015 January 1, 2020 5-7

NEM 2.0 effective dateJanuary 1, 2016 June 30, 2017 1-1.5

• Transition occurs first true-up period following January 1, 2023

analysis of “<' / ri , ,,/ cted payback period”• Based on
• fv/w/' , 3' ' , '4 ya n hi > w i ■, j ;ipants

• participants are hart ut

1 participants recover their costs and continue to I 
low; n no, i : ; j ct n, gate a >
■is legislative direct i >' b, _< uw _ c i p'*od

to lower c he solar proposals 

i under NEM "o

-rush in 2017
ack
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NEW customers receive retail value for every kWh that is generated
Other customers only receive the wholesale value of that generation 

in the form of avoided costs (energy, capacity, RECs, etc.)
The difference is a cost shift from participants to nonparticipants

through variable rates (which• fi l costs to serve solar customers are
r oustomm >s

Most of the cost shift comes from meeting the customer's load

How MEM Works

• ,,'lential sector, ~60% of output and -
savings come from offsetting onsite load.

of billSolar Generation
1

X • Even for customers that size systems to “zero-out” 
their bill, most of the bill savings come from offsetting 
onsite load.

sorts to Grid

III
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Net nts
• Customers on net metering can drastically red cv their contribution to utility 

revenues,
• d' 'C' n i in i Bred generation for other customers is far less than the

reduction i o ' r -f..m . 1 stomers w' h - I -! ■ tut r le of net metering.
• Most of the revenue re^ r Lon coitk < mu j _ ^ Lion that serves the

customers at-site load
• If customers do not pay for the services they need, their costs are shifted to 

m<( " /. Momers.

Avoided Cos,Program Costs
__________ ________

Cos, ShiftRevenue Loss
______________________ l__

r r ~\
• Interconnection 

costs (not paid by
NEM customers)

• Rebates (if any)
Increased
administrative costs

• Integration costs

• Savings in energy
purchases

• Reduced RPS
purchases

• Avoided capacity
• Savings in line 

losses

Rate increases for
nonparticipating 
customers (generally 
high tier customers)

• Bill savings of net
metering customers + :

J j
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