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Insight for Industry – New York Utilities and Solar Companies Jointly 
Revalue Grid-Exported Distributed Generation to Support Solar 
Growth 
On April 18, 2016, a coalition of New York State electric utilities and solar 
development companies filed a proposal with the New York State Public 
Service Commission (NY PSC) to transition from the current net energy 
metering (NEM) compensation model to a mechanism that addresses cost-
sharing issues due to solar growth. The proposal recommends collecting a 
payment from solar developers for grid-connected community solar and 
remote solar projects, while preserving utility bill savings for customers. The 
proposal would generally retain the current mechanism until January 1, 2020, 
with options for a transition to a new formula that provides a more accurate 
compensation for the value of the electricity exported to the grid.  
 
As utilities and state regulators continue to debate over the valuation of solar 
power, the New York proposal could set a national precedent for utility-
industry collaboration to support solar growth while addressing cost-sharing 
issues. Inspired by the Reforming the Energy Vision (REV) strategy, the New 
York partnership recognizes the importance of collaboration and innovation in 
designing future grid policies. As such, the utility-industry action could pave 
the way for deeper cooperation between the two sets of actors in the 
changing power sector nationwide.  
 
NEM is a billing mechanism for electric utility customers with grid-connected 
distributed generation (DG), allowing customer generators to sell excess 
generation back to the grid for kWh and/or financial credits. NEM has been the 
key policy behind most state distributed solar generation along with federal, 
state, and utility incentives. With increasing solar generation, consumers 
without adequate rooftops for solar installations have been able to access 
solar power through community solar or remote net metering arrangements. 
 
With increasing solar penetration, state utility commissions, utilities, and solar 
providers have been grappling over proper valuation with regard to potential 
cost-shift to non-solar customers, aggregation, and ownership models. In the 
current approach, the utilities typically seek to shift compensation from NEM 
retail rates to wholesale rates for excess generation sent to the grid. Some 
states have initiated studies or opened dockets to address these issues, and 
others have effected changes. Most notably, Hawaii and Nevada became the 
first states to end retail rate NEM and shift to alternative mechanisms that 
compensate solar providers at much lower wholesale rates, thereby 
decreasing the credit solar owners receive for net excess generation. In 
contrast, California, which has the largest solar market with more than 3,000 
MW on NEM tariff, has passed a successor policy which preserves the basic 
features of retail-rate NEM through 2019. 
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Utility-Industry Partnership to Support Solar Growth while Limiting Bill 
Impacts to New York Customers 
The coalition of New York utilities and solar companies formed a "Solar 
Progress Partnership” to propose a DG compensation model that continues to 
support solar development in the state, while addressing customer cost-
sharing issues related to solar growth. Under the proposal, solar developers 
would make payments to utilities for community solar and remote solar 
projects connected to the grid. The proposal would preserve utility bill savings 
for customers and provide developers with greater certainty with regard to 
their ability to connect customers to projects. It is also expected to provide 
electric utilities with the financial resources required to maintain grid reliability 
with increasing solar penetration. 
 

The partnership is comprised of a number of New York electric utilities -- 
Central Hudson Gas & Electric Corporation, Consolidated Edison Company of 
New York, New York State Electric & Gas Corporation, National Grid, Orange 
and Rockland Utilities, and Rochester Gas and Electric and solar companies 
SolarCity, SunEdison, and SunPower. 
 
The proposal aligns with the state’s objectives under the Reforming the Energy 
Vision (REV) proceeding (14-M-0101), which seeks to enhance customer 
knowledge and engagement, market animation and leverage of customer 
contributions, system-wide efficiency, fuel and resource diversity, system 
reliability and resiliency, and emissions reductions. 
 
The proposal encourages ongoing development of distributed energy 
resources (DER) and adequate funding to maintain grid reliability, while 
protecting customer interests and limiting bill impacts, particularly for non-
NEM-customers. The proposal also provides a mechanism to move to a more 
geographically targeted incentive for resources that provide locational 
distribution benefits. 
 
Currently, New York has more than 3,100 MW of NEM-eligible resources 
installed or in the utilities’ interconnection queues (Figure 1). Notably, NEM-
eligible applications have more than doubled in Q1 2016, with much of the 
recent development configured as community distribution generation 
projects. NY PSC observes that the growth pattern lends urgency to its 
decision-making on DER compensation mechanisms. In October 2015, NY PSC 
issued an order (Docket No. 15-E-0407) suspending retail rate NEM caps until 
the state's Reforming the Energy Vision (REV) proceedings decides on the 
valuation of DG resources. 
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Figure 1 - Growth of Non-Wind Net Energy Metering in New York 

 

Source: NY PSC 

 
The filing is in response to a December 2015 notice by NY PSC seeking 
comments on an interim successor to net metering. As of February 2016, 41 
states and 4 U.S. territories have mandatory NEM rules (Figure 2). 
 

Figure 2 – Net Metering Policies (2/2016) and Open Dockets (4/2016) 

 
Sources: DSIRE, EnerKnol 

 

Multiple States Join New York in Seeking DG Tariff Revisions as Solar 
Capacity Reaches NEM Caps 
In many states, utility commissions and legislatures have changed aggregate 
NEM capacity limits to accommodate fast growing solar in reaction to and 
anticipation of reaching NEM caps. Net metering program caps place limits on 

 
 
 
 
 
 
 
 
 
In many states, utility 
commissions and legislatures 
have changed aggregate NEM 
capacity limits to 
accommodate fast-growing 
solar in reaction to and 
anticipation of reaching NEM 
caps 
 



 
 

EnerKnol, Inc.  All rights reserved. | 15 Metrotech Center, FL-15, Brooklyn, NY 11201 
(212) 537-4797 | info@enerknol.com 

5 

RESEARCH | ALTERNATIVE ENERGY APRIL 25, 2016 

the total amount of NEM that can be installed in a state or utility service 
territory. As these hurdles are reached, the caps disrupt solar installations and 
instill uncertainty for solar users and developers. As the solar market continues 
to expand, utilities and state utility commissions have initiated proceedings to 
transition rates and incentive programs, including NEM. Utilities have 
expressed concerns regarding the ability to recover fixed costs under NEM 
tariffs for distributed generation. NEM caps, which are intended to reduce 
utilities’ risks of revenue loss from NEM customers, have also paved the way to 
open dialogue on proper valuation of DG. 
 
Most recently, on April 11, Massachusetts enacted S 1979 (An Act providing 
for the establishment of a comprehensive adaptation management plan in 
response to climate change), which raises NEM caps by 3 percentage points: 
from 5 to 8 percent of utilities’ peak load for publicly owned systems and from 
4 to 7 percent for privately-owned systems. The legislation seeks to preserve 
retail rate credits for municipal and government-owned projects and continues 
to exempt residential and small commercial projects from the NEM cap and 
any NEM credit reductions. To lower the NEM costs for non-NEM ratepayers, 
the legislation sets the new credit value for all solar projects, except 
residential, small commercial, municipal and government-owned, to 60 
percent of the full retail rate. The balanced approach seeks to ensure that 
solar continues to form an important part of the energy portfolio, while 
reducing costs borne by ratepayers by 40 percent. 
    

On April 7, New Hampshire passed HB 1116, (An Act Relative to Net 
Metering) which doubles the state’s NEM cap to 100 MW and also requires 
the state utility regulator to initiate a proceeding to develop alternative NEM 
tariffs. The policy intends to strike a balance by supporting continued 
renewable energy development while enabling the New Hampshire Public 
Utilities Commission (NH PUC) to set a NEM rate that better protects electric 
customers. 
 

On January 28, the California Public Utilities Commission (CA PUC) approved a 
NEM successor tariff, keeping many of the basic features of retail NEM in place 
through 2019 (R1407002). California has the largest solar market with more 
than 400,000 customer-sited installations, totaling more than 3,000 MW, on 
the previous NEM tariff that credited customers at the full retail price per kWh 
exported (Figure 3). The new program will begin in July 2017 or after NEM caps 
are reached in the service areas of the state’s three large investor-owned 
utilities. The decision imposes additional charges, including a one-time 
interconnection for new customers, and requires a shift to Time-of-Use (TOU) 
rates under which tariff rates change according to the time of the day. 
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Figure 3 – Top Ten States by Installed Solar Capacity in 2015 (MW) 

 

Source: SEIA 

 
In November 2015, the Virginia State Corporation Commission (VA SCC) 
adopted a rule (Docket No. PUE-2015-00057) pursuant to SB 1395 amending 
the state’s NEM rules to increase system size eligible for net metering for non-
residential customers from 500 kW to 1 MW, limit the capacity of a generation 
facility to the expected annual energy consumption, and clarify participants 
obligations to bear interconnection equipment costs. 
 
In addition, several other states are reviewing the costs and benefits NEM 
ensure proper valuation of DG (Table 1). 
 

Table 1 - Pending Dockets on NEM Tariff 

State Docket No Description 

Arizona Corporation 
Commission (AZ CC) 

E-00000J-14-
0023  

Initiated in October 2015 to address both the value and cost of 
solar (VOS and COS), in order to determine whether to retain retail 
NEM or replace the policy and impose additional fees on solar 
owners 

Connecticut Public Utilities 
Regulatory Authority (CT 
PURA) 

15-09-03  Initiated in September 2015 to review of NEM credit banking policy, 
including when and how generated kWhs are accrued, banked, 
used, priced and reimbursed, particularly when customers move 
from supplier to supplier 

Iowa Utilities Board (IA UB) NOI-2014-
0001  

Initiated in January 2014 to commence an inquiry into issues 
surrounding DG, including utility-owned distributed generation 
versus customer-owned distributed generation and interconnection 
rules 

Louisiana Public Service 
Commission (LA PSC) 

R-33929  Initiated in December 2015 as a two-phase proceeding to modify 
current NEM rules to address compensation for new solar 
customers once a utility reaches the net metering cap, and examine 
appropriate changes to solar policies 

https://enerknoldata.com/home?agency=USA-VA-SCC
https://enerknoldata.com/policy-detail/e883ebc881e71aa2f1fb13bb43eabc5e9f04dc14
https://enerknoldata.com/home?identifiers=PUE-2015-00057&agency=USA-VA-SCC&session=None
https://enerknoldata.com/policy-detail/d8626a9f6dc533b77659183a72646da6e6cf227a
https://enerknoldata.com/policy-detail/d8626a9f6dc533b77659183a72646da6e6cf227a
https://enerknoldata.com/policy-detail/703fb24492404eeddd87d0ad67de5cdd70569b64
https://enerknoldata.com/policy-detail/1dbb2b8d512977b3bfedfe556d329a88db278cdc
https://enerknoldata.com/policy-detail/1dbb2b8d512977b3bfedfe556d329a88db278cdc
https://enerknoldata.com/policy-detail/65975f578acc83e3046e25c444d96ac9eff5579a
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State Docket No Description 

Maine Public Utilities 
Commission (ME PUC) 

2015-00218  Initiated in July 2015, pursuant to LD 1263, to investigate the 
potential for an alternative to NEM 

Oregon Public Utilities 
Commission (OR PUC) 

UM 1716  Initiated in January 2015 to determine the resource value of solar 
(RVOS), NEM cost shifts, and reliability impacts pursuant to HB 2893 

Pennsylvania Public Utilities 
Commission (PA PUC) 

L-2014-
2404361  

Initiated in April 2015 to change the NEM system size limit from 
110- 200 percent of historical load for on-site generation 

Utah Public Service 
Commission (UT PSC) 

14-035-114  Instituted in August 2014 to review the costs and benefits of 
PacifiCorp’s proposed net metering program 

Source: EnerKnol 

 

States Propose Several Alternative DG Compensation Mechanisms to 
Replace Retail Net Metering 
State policies to transition away from net metering reflects the growing trend 
among utilities to press for changes that better reflect the actual avoided costs 
of excess generation, and which enable customers to better realize the 
benefits of solar energy. 
 
Ending Net Metering 
The most notable NEM decisions in recent months have been those of Nevada 
and Hawaii to end NEM. In December 2015, the Nevada Public Utilities 
Commission (NV PUC) issued a decision (Docket No. 15-07042) that changes 
the compensation for solar providers from retail to much lower wholesale 
rates and decreases the credit solar owners receive for net excess generation. 
The decision does not grandfather existing NEM systems; rather, it eliminates 
NEM for both existing and future solar customers. 
  
In October 2015, Hawaii Public Utilities Commission (HI PUC) issued an order 
ending NEM (Docket No. 2014-0192) in favor of alternative options: the 
Customer Self Supply program (CSS) designed for solar PV installations that do 
not export electricity to the grid and the Customer Grid Supply (CGS) option 
that allows customers to receive a credit for electricity sent to the grid, billing 
at the retail rate for electricity used from the grid. Hawaii regulators decided 
to grandfather existing net metering customers, allowing them to continue 
NEM. 
 
Compensation at less than retail rate 
In December 2015, the Mississippi Public Utilities Commission (MS PSC) 
established a compensation program (Docket No. 2011-AD-002) that allows 
the netting of electricity use to occur at an instantaneous basis. Under the 
program, any electricity exported to the grid will be not be used to net the 
customers’ monthly electricity use, instead it will be credited at the utility's 
wholesale avoided cost rate plus an additional premium, which add up to less 
than the retail rate of electricity. 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  
 
 
 
 
 
 
 
 
 
 
 
Most notably, Hawaii and 
Nevada became the first states 
to end retail rate NEM and shift 
to alternative mechanisms that 
compensate solar providers at 
much lower wholesale rates 
 

https://mpuc-cms.maine.gov/CQM.Public.WebUI/MatterManagement/MatterFilingItem.aspx?FilingSeq=87048&CaseNumber=2015-00218
https://enerknoldata.com/policy-detail/523d9b2c9fa5a4f70579ee06142c57c71eaa9d29?keywords=community%20solar
http://www.puc.state.pa.us/pcdocs/1414766.doc
http://www.puc.state.pa.us/pcdocs/1414766.doc
https://enerknoldata.com/policy-detail/4a7497722384fe74955a94f3ce0f5e44bdf8bf85
https://enerknoldata.com/home?agency=USA-NV-PUC
http://pucweb1.state.nv.us/PDF/AxImages/DOCKETS_2015_THRU_PRESENT/2015-7/8414.pdf
https://enerknoldata.com/home?identifiers=15-07042&agency=USA-NV-PUC&session=None
https://enerknoldata.com/home?agency=USA-HI-PUC
https://enerknoldata.com/policy-detail/eef97c48197ab264e6f2d5be761c05d6eea86b86
https://enerknoldata.com/home?identifiers=2014-0192&agency=USA-HI-PUC&session=None
https://enerknoldata.com/home?agency=USA-MS-PSC
http://www.psc.state.ms.us/InsiteConnect/InSiteView.aspx?model=INSITE_CONNECT&queue=CTS_ARCHIVEQ&docid=362179
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Ballot initiatives to make constitutional changes 
In a more recent trend, solar advocates have sought ballot Initiatives as a new 
strategy to facilitate policy changes that meet their interests. On April 15, Yes 
On AZ Solar, an action committee led by former Arizona Corporation 
Commission Chair Kris Mayes, launched a ballot initiative for a constitutional 
amendment to retain current net metering policies through 2022. The ballot 
initiative – Arizona Solar Energy Freedom Act – will succeed in the November 
ballot if it secures 225,963 signatures. It would prevent utilities from adopting 
policies that are retroactively applied to existing solar customers, and prohibit 
discriminatory rates, excessive fixed charges, new demand charges, or other 
terms of services that undermine the benefits of retail NEM. 
 
In Florida, Consumers for Smart Solar (CSS), a utility-backed group, is 
advocating a solar ballot initiative which would establish consumer right to 
solar but would not allow for third-party ownership (TPO) of rooftop systems. 
On the other hand, Floridians for Solar Choice has been advocating TPO 
proposal which failed to progress to the ballot. 
 
Siting based pricing mechanism 
On April 6, the Vermont Public Service Board proposed changes to the state’s 
NEM program to use price to encourage siting of NEM systems, a change from 
the current policy that provides the same price regardless of price or location. 
The proposal seeks to set different price levels to encourage siting of NEM 
systems in developed areas such as roofs, parking lots, landfills, and town-
preferred sites. 
 
Community solar 
Community solar, the concept of solar farms that share the tax benefits and 
rebates among investors, is a recent policy trend in the solar industry. Xcel 
Energy’s Minnesota program is in the forefront of community solar initiatives. 
According to Xcel Energy’s recent update, solar gardens in its Solar Rewards 
Community program are moving forward at a large scale into construction, 
with more than 425 MW of applications are currently in hand to proceed with 
development. 
 
Third-party ownership 
Third-party ownership, in the form of leases or power purchase agreements, 
also presents as a viable financing mechanism to foster solar markets in the 
U.S. In 2015, the Georgia legislature passed House Bill 57, (Solar Power Free-
Market Financing Act of 2015) which enabled third-party ownership. 
  

NEM under Important Transition Phase  
NEM, the key state policy supporting solar PV, is under a significant transition 
phase as states and utilities continue to evaluate the financial viability of DG. 
Supportive state policy is key to retaining the strong growth trend in customer-
sited solar facilitated by falling costs, technology advancements, and 
regulatory stability created by federal tax credits.  State policy and rates will 
have a significant role in determining industry growth and market direction. 
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Moving forward, both utilities and solar companies will have a crucial role in 
seeking alternative rate mechanisms to compensate distributed generation 
and facilitate implementation of changes. Joint solar-electric efforts such as 
those in New York could jump-start opportunities for collaboration and 
partnership in the changing power sector, as both parties recognize their 
interdependence in a grid with much higher levels of distributed generation.  
The New York partnership, inspired by the REV strategy, could inform ongoing 
studies, such as those in Arizona, to address NEM cost-shift issues and ensure 
a balanced share of grid maintenance costs. Investigations and studies by state 
legislatures and utility regulators to address state-specific issues that provide a 
scalable transition workable for all stakeholders will most influence future 
NEM policy developments and successor programs.  
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