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Position Regarding the 

Net Metering Proposed Decision: 

Newsom’s CPUC vs the People of California 

The Proposed Decision in the Net Energy Metering (NEM 3.0) proceeding of the California 

Public Utility Commission (CPUC) represents an abdication by the CPUC of its regulatory 

responsibility to provide safe, reliable, and affordable energy to the people of California.1  

By gutting the state’s historic rooftop solar program, the Proposed Decision reinforces the grip of 

the state’s monopoly investor-owned utilities (IOUs) on California’s electricity system. It 

bolsters the IOUs’ centralized energy model at the expense of distributed on-site solar, further 

exposing our communities to the unsafe, unreliable, increasingly unaffordable energy that 

California ratepayers have experienced in recent years at the hands of the IOUs. 

Putting the interests of the IOUs ahead of the people of California is not new for the CPUC. 

Former CPUC president Michael Picker, for example, explained that the primary role of the 

CPUC is to defend, protect and perpetuate investor-owned, monopoly utilities in the state: 

And the question is, where do we need to maintain that [electrical] monopoly? That's what 

my agency does. We award monopolies where there's not a market and then we protect them 

against ruinous or calamitous competition. That's the language that's embedded in our bone 

and in our blood from the 1910s.2 

What Picker neglected to mention about the state’s “regulatory compact”3 is the obligation of the 

CPUC to uphold the public interest against monopoly abuse; that is, to protect Californians (and 

the planet) from any "ruinous or calamitous” practices of the IOUs. The NEM Proposed Decision 

not only represents the CPUC’s failure to do that, but also demonstrates how the CPUC has 

become the IOU’s attack dog against the people of California. 

IOU Priorities Dominate the Decision 

The Proposed Decision looks at rooftop solar solely through the eyes of the IOUs. Monopoly 

utilities across the country have been hostile to rooftop solar for many years, banding together to 

oppose NEM policies. They regard on-site solar generation as a threat to their centralized energy 

model—what they call a “utility death spiral” that they argue would put the utilities out of 

business.4 The IOUs have utilized the right-wing lobby, the American Legislative Exchange 

Council (ALEC), to introduce more than seventy bills in thirty-seven states to weaken NEM 

policies.5 

A key point on which the NEM proceeding hinges is the economic value placed on a megawatt-

hour of rooftop solar. To this purpose, the CPUC uses a tool called the Avoided Cost Calculator, 

a computer model to estimate how much utility cost is avoided by a megawatt-hour of energy 

that the utility no longer needs to generate or procure.6 The IOUs assert that this utility avoided 

cost represents the full “value” of rooftop solar. 

But this utility avoided cost disregards the profound value to our communities of local energy 

resources like rooftop solar. That value includes local development and jobs, energy resilience, 
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avoided utility-caused wildfire destruction and mitigation costs, avoided utility power shutoff 

costs, ecosystem stability, and public health benefits, to name a few, that are not factored into the 

Calculator.  

In fact, many studies across the country show that when the full impacts of on-site solar energy 

are included in energy system modeling, on-site solar customers provide a value in excess of 

utility avoided costs (and in excess of most NEM compensation rates)—an added benefit to all 

electricity customers.7 8  

Or stated otherwise, the 

Calculator significantly 

underestimates the value of on-

site solar, as represented 

conceptually in this illustration. 

The Avoided Cost Calculator is 

a utility-centric tool developed 

by the CPUC that greatly 

undervalues rooftop solar (and 

other distributed resources). It 

is the core metric used in this 

proceeding to justify—as called 

for by the IOUs—the dramatic 

reduction of credits for solar 

energy exported to the grid and 

the imposition of extreme fixed 

monthly fees on residential 

solar customers.  

It is worth noting that the Proposed Decision is based on a hotly-contested 2021 version of the 

Calculator that was recently approved by the CPUC. The 2021 version—which the CPUC 

deliberately classified as “minor” in order to evade the requirement for public review—reduced 

the value of on-site solar to about one-half of the 2020 calculated value!9  

The dramatic reduction in the Calculator’s valuation of on-site solar is a product of arbitrary 

assumptions and methodologies10 that make its results volatile and unpredictable.11 Clearly, this 

Calculator, referenced 85 times in the Proposed Decision, cannot even claim to reliably model 

utility avoided costs. It certainly should not be regarded as a legitimate basis for the NEM 

Proposed Decision. 

The Apocryphal Solar Cost Shift 

The IOUs have consistently asserted that solar customers do not pay a fair share of grid costs, 

resulting in such costs being shifted onto non-solar customers. This supposed “inequity” has 

been deceptively framed as a racial justice issue in an effort to gain support for it.  

The CPUC has adopted this narrative. It points to the above-mentioned sham Avoided Cost 

Calculator’s low valuation of rooftop solar, while ignoring what the many studies cited above 

show and what Californians know: that the tens of billions of dollars12 that utility customers have 

invested in rooftop solar actually provides important benefits to all electricity customers and to 
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our communities as a whole, including low-income communities and communities of color. 

Solar customers don’t represent a “cost” to anyone other than the IOUs.  

What benefits the people of California—providing homes, schools, churches, small businesses, 

and others with their own electricity supply through on-site solar—represents a loss of electricity 

demand to the IOUs, and a threat to their business model. The response of the CPUC is to come 

to the IOUs’ rescue with a punitive monthly fee (the Grid Participation Charge) on solar 

customers and drastically reduced credits for solar energy. The goal is to make it uneconomical 

for utility customers to reduce utility electricity demand through rooftop solar.  

Based on the IOU cost-shift logic, the CPUC should also be proposing a fee for customers who 

reduce their electricity demand through energy efficiency upgrades or who reduce utility demand 

even further by adding battery storage to their on-site systems. The CPUC’s focus on rooftop 

solar alone indicates its lack of concern for its own equity argument; its role is to be the attack 

dog for the IOUs, protecting them against the utility customers who are creating “ruinous or 

calamitous” competition by installing rooftop solar. 

The Real Cost Shift 

Don’t hold your breath waiting for the CPUC’s Proposed Decision to reduce the electricity bills 

of non-solar customers or reduce the energy poverty of struggling households.  

In fact, the CPUC’s own February 2021 study, Utility Costs and Affordability of the Grid of the 

Future, points to dramatic growth in utility rates driven by unquestioned, excessive, 

unsupervised transmission spending by the IOUs; wildfire mitigation costs incurred due to the 

IOUs own safety negligence; and double-digit utility shareholder return on investments 

significantly higher than the national average.13 Ratepayers are being forced to pay into the 

IOU’s wildfire insurance fund to reimburse them for future wildfire damages the IOUs cause, 

and in the case of PG&E, ratepayers are bearing the cost of bailing the utility out of wildfire 

damage-induced bankruptcy.  

All told, it is safe to say that the real cost shift taking place is the cost of the failures of the IOUs’ 

dysfunctional centralized energy model being shifted onto the backs of ratepayers. And we know 

that higher rates and the impacts of wildfires and utility shutoffs are disproportionately borne by 

low-income communities and people-of-color. 

Rooftop solar and other distributed resources are a big part of the solution to this real cost shift: 

they can eliminate the need for new transmission lines and reduce the risk of utility-caused 

wildfires. Protect Our Communities Foundation has shown, for example, that the benefit of on-

site solar in eliminating new transmission lines results in savings to all ratepayers as much as 

twice as large as what the IOUs claim on-site solar is costing non-solar customers.14 

Ignoring State Law 

California law (AB 327) requires that the CPUC “ensure…that customer-sited renewable 

distributed generation continues to grow sustainably and includes specific alternatives designed 

for growth among residential customers in disadvantaged communities.”15 

The Proposed Decision to gut NEM arbitrarily chooses to interpret sustainable growth to mean 

that “growth of the (rooftop solar) market should not come at the undue and burdensome 

financial expense of nonparticipant ratepayers.”16 In other words, the CPUC’s solution to the 
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claimed solar cost shift—the “burdensome financial expense” to non-solar customers that the 

CPUC has fabricated—is essentially to stop the growth of rooftop solar, a direct violation of AB 

327. According to the Proposed Decision, “grow sustainably” actually means no growth at all. 

Even George Orwell would marvel at this logic. 

And regarding the AB 327 requirement that NEM include “specific alternatives designed for 

growth among residential customers in disadvantaged communities,” the Proposed Decision calls 

for a $600 million Equity Fund for “clean energy and storage,” still to be allocated. Yet the 

impact of the Proposed Decision will be that solar customers in the low-income California 

Alternate Rates for Energy (CARE) program will experience reduced savings from rooftop solar 

and a longer payback period,17 meaning they will have less ability to access solar than they do 

now. Another tribute to the CPUC’s so-called “equity.”  

An Outmoded Energy Model 

Newsom’s CPUC is taking the Picker-expressed mandate of protecting the IOUs to an 

unprecedented extreme. It is not only shoring up the power of the IOUs and their outmoded 

centralized energy model, but it is attacking the people of California, especially low-income 

people and communities of color, subjecting us to continued utility-caused wildfires, utility 

power shutoffs, and skyrocketing utility bills.  

All this, as a decentralized energy model—based on distributed energy resources like rooftop 

solar, local battery storage, community microgrids, energy efficiency, demand response systems 

and other technologies—is within reach. These local resources are already available to help 

communities meet their environmental, economic, and social justice needs—to control their 

energy bills, create local clean energy jobs, keep wealth in their households and communities, 

and protect themselves from power shutoffs. And, most importantly, to build equity into clean 

energy solutions—as a necessary strategy in confronting the climate crisis.  

Yes, we need to vehemently push back against the CPUC’s gutting of rooftop solar. We need 

state policies that encourage more local clean energy development and make solar energy, 

energy resilience, and renewable energy benefits more available to historically disadvantaged 

and at-risk communities. We need differentiated policies that address historical patterns of 

discrimination. And these policies require some fundamental changes in our energy system. 

The time has come to reconsider the “regulatory compact” of over a hundred years ago, redefine 

the role and purpose of utilities in California to be in support of community energy development, 

revamp the utility business model, and create new regulatory institutions that actually serve the 

interests of the people of California.  

End Notes 
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