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Date of Hearing:  May 19, 2021 

ASSEMBLY COMMITTEE ON APPROPRIATIONS 

Lorena Gonzalez, Chair 
AB 1139 (Lorena Gonzalez) – As Amended May 11, 2021 

Policy Committee: Utilities and Energy    Vote: 12 - 0 

      
      

Urgency:  No State Mandated Local Program:  Yes Reimbursable:  No 

SUMMARY: 

This bill directs the California Public Utilities Commission (CPUC) to adopt a new net-energy 

metering (NEM) standard contract or tariff, which the bill defines as the “replacement tariff,” by 
February 1, 2022, and requires an electrical investor-owned utility (IOU) to offer the 

replacement tariff to an eligible customer-generator by December 31, 2023. 

In addition, this bill: 

1) Requires a customer-generator who newly receives NEM service be subject to the 

replacement tariff. 

2) Requires any customer-generator, who received NEM service according a NEM tariff 

approved by the CPUC prior to the replacement tariff, to receive service under the terms of 
the replacement tariff no later than 10 years from the date that customer first received service 
pursuant to the prior tariff. 

3) If the CPUC fails to adopt a replacement tariff by February 1, 2022, requires the CPUC to 
develop a NEM tariff, to take effect no later than December 31, 2023.  The tariff must be 

based on the costs and benefits of the renewable electrical generation facility for 
nonparticipating ratepayers, and meet other specified goals, including that the tariff:  

a) Cost-effectively achieves certain energy, economic and environmental goals. 

b) Includes specific alternatives designed for growth among residential customers in 
disadvantaged communities.  

c) Ensures nonparticipating ratepayer benefits of the standard contract or tariff exceed, or 
are approximately equal to, the benefits to participating eligible customer-generators. 

d) Has interconnection fees and monthly fixed charges based on the cost to interconnect and 

serve the eligible customer-generator. 

e) Credits the eligible customer-generator for any electricity exported to the electrical grid at 

a rate equal to the hourly wholesale market rate applicable at the time of the export and at 
the location of the eligible customer-generator. 

4) Asserts construction of any renewable electrical generation facility after December 31, 2023, 

that is to receive service pursuant to the NEM replacement tariff is a public works project. 
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5) Requires the CPUC to include in its annual report to the Legislature a report on progress 
made to grow use of distributed energy resources among residential customers in 

disadvantaged communities. 

FISCAL EFFECT: 

Yes CPUC because the CPUC has an open proceeding to adopt a revised NEM tariff.  According 

to the CPUC’s “Net Energy Metering Successor Proceeding Scoping Memo,” the CPUC expects 
to release a proposed decision on the proceeding by the third or fourth quarter of this calendar 

year. However, this bill would entail costs for the CPUC, should it fail to propose a replacement 
NEM tariff as part of that decision or fail to adopt a replacement tariff by February 1, 2022, in 
which case the bill would result in the CPUC redirecting existing staff and resources toward 

adopting the replacement tariff, as required by the bill. 

COMMENTS: 

1) Purpose. The author intends this bill to result in a NEM fee that is more equitable to all IOU 
ratepayers.  According to the author: 

It’s entirely unfair that under net energy metering working class 

families and families of color who have not had the same access to 
rooftop solar have actually had to foot the bill for this industry and pay 

higher energy bills. This inequitable cost shift on to non-solar 
customers is only expected to continue and increase if we do not make 
changes to the system. The Solar Equity and Ratepayer Relief Act will 

gradually reform the energy rate structures to ensure rooftop solar 
customers pay their fair share. 

2) Background.  IOU ratepayers have long subsidized the cost of customer-sited electricity 
generation from renewable resources, which has overwhelmingly meant electricity generated 
by rooftop solar.  One of the primary forms of subsidy has been the availability of NEM 

tariffs, which state law requires each electrical IOU to offer to any customer with rooftop 
solar (or other on-site renewable generating facility).  Under the tariff, such a customer is to 

be compensated by the IOU for the electricity the customer exports to the electric grid in 
excess of the electricity of the customer draws from the grid. 

The NEM tariff has undergone two iterations, and the CPUC is considering a third.  Under 

the original NEM tariff, often referred to as NEM 1.0, a participating customer received a 
credit on their monthly utility bill for generation not consumed onsite, equal to the retail 

electricity rate in effect at the time the of generation. The customer could use such credits to 
offset most of the customer’s electric bill, including fixed charges and transmission and 
generation charges.  

The tariff was not cost meant to be cost-effective.  Rather, the NEM tariff, and the larger 
state program, was meant to encourage adoption of rooftop solar so that manufacturing and 

installation costs could come down.  And the program achieved its goal: rooftop solar 
installation grew considerably from 2006 through 2012, as can be seen in the following chart 
from the California Energy Commission’s website (https://www.californiadgstats.ca.gov/). 

https://www.californiadgstats.ca.gov/
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In 2013, the Legislature passed AB 327 (Perea), Chapter 611, which directed the CPUC to make 
a number of reforms to the NEM tariff.  Principal among the reforms was the requirement the 

CPUC base the NEM tariff on electrical system costs and benefits to nonparticipating ratepayers.   
In response, the CPUC, in January 2016, issued a decision (Decision 16-01-044) to require a 
customer on the NEM tariff to: (a) pay one-time interconnection fee to cover the costs of 

interconnection to the electric grid; (b) pay monthly nonbypassable charges that support  
“public-purpose programs,” such as low-income rate subsidies; and (c) be on a time-of-use 

(TOU) rate schedule, so that the customer is compensated for the electricity the customer exports 
to the grid in an amount equal to the retail price of electricity when the electricity is generated. 
The NEM tariff, following the CPUC’s changes, became known as NEM 2.0. 

  
NEM 2.0 decreased the value of the NEM tariff substantially. Nonetheless, installation of rooftop 

solar continued to grow, considerably, as can be seen in the chart above. 
 

However, critics assert the cost of the NEM 2.0 subsidy to ratepayers who do not have rooftop 
solar exceeds the benefits those ratepayers receive from the existence of NEM-subsidized 
rooftop solar. In addition, many note that ratepayers who install rooftop solar and enjoy the 

NEM-subsidized rates tend to be more affluent than ratepayers in general.   
 

The CPUC “recently” began consideration of reform to NEM 2.0.  As part of that consideration, 
it commissioned two studies to consider the cost-effectiveness of the tariff, from the perspective 
of non-NEM ratepayers.1  One of those studies, by Verdant Associate, provided a pithy 

                                                 

 

http://docs.cpuc.ca.gov/PublishedDocs/Published/G000/M158/K181/158181678.pdf
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summary: overall, we found that NEM 2.0 participants benefit from the structure, while 
ratepayers see increased rates. 

 
Representatives of the rooftop solar industry and its supporters object, contending the CPUC-
commissioned studies are based on faulty assumptions and fail to adequately consider the values 

provided by rooftop solar installation, such as avoided transmission costs, resiliency and avoided 
land use, though, at the time this analysis was prepared, they had not provide the committee with 

evidence to refute the studies’ methodologies or findings.  In addition, industry representatives 
complain other ratepayer-subsidized programs, such as those that bring down the cost of energy-
efficient appliances, are not accused of shifting costs to nonparticipating ratepayers.  

 

Analysis Prepared by: Jay Dickenson / APPR. / (916) 319-2081

                                                                                                                                                             

1
 Net-Energy Metering 2.0 Lookback Study, Verdant Associates, 2021, available at: 

https://www.cpuc.ca.gov/nem2evaluation and Alternative Ratemaking Mechanisms for Distributed Energy 

Resources in California, January 28, 2021, available at: 

https://www.cpuc.ca.gov/WorkArea/DownloadAsset.aspx?id=6442467663 


