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May 26, 2017 

 

Galen Barbose 

Electricity Markets and Policy Group 

Lawrence Berkeley National Laboratory 

glbarbose@lbl.gov 

 

Dear Galen: 

Thank you for your request for input on a new Congressional study request to DOE included 

within the recently enacted budget bill. Specifically, Congress has directed DOE to “conduct a 

study no later than 180 days after enactment to determine the costs and benefits of net-metering 

and distributed solar generation to the electrical grid, utilities and rate-payers.” Lawrence 

Berkeley National Laboratory is assisting DOE in its preparation of this report. 

The Solar Energy Industries Association is the national trade association of the U.S. solar energy 

industry, which now employs more than 260,000 Americans. Through advocacy and education, 

SEIA is building a strong solar industry to power America.  SEIA works with its 1,000 member 

companies to build jobs and diversity, champion the use of cost-competitive solar in America, 

remove market barriers and educate the public on the benefits of solar energy.  

Vote Solar is a non-profit organization working to combat climate change and foster economic 

development by bringing solar energy into the mainstream nationwide. 

Our responses to the five questions that you set out are below. 

Question 1: In your view, what role should cost-benefit analysis play in driving policy 

decisions for distributed solar and net metering? What other considerations should 

regulators and policy-makers weigh? 

Regulators should require an independent cost‐ benefit analysis before considering substantial 

rate design or distributed solar compensation changes, based e.g. on cost shift assertions. 

 

Most studies have shown that the benefits of distributed solar generation equal or 

exceed costs to the utility or other customers where penetration is low. Assertions 

that current or future solar customers have shifted or will shift costs to others, 

and/or create new costs, must be demonstrated with valid, transparent data that 

reflects the values, avoided utility costs, and results of deploying solar at the distribution level, as 

well as the utility cost of providing service. 

 

● A cost of service study that fails to consider the benefits of distributed solar generation 

(DSG) cannot establish a cost‐ shift. 

mailto:glbarbose@lbl.gov
http://www.seia.org/policy/distributed-solar/solar-cost-benefit-studies
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● The benefits of existing distributed solar should be recognized when considering any 

asserted cost shift. 
● The time frame for review of costs and benefits must be on par with the life of the 

particular type of Distributed Energy Resources (DER) assets, e.g. 20‐ 30 years, and be 

forward looking, not a snapshot of one year of sunk costs as is typical in a general rate 

case (GRC). 
● Since some level of quantifiable cross‐ subsidization is inherent in all rate design, 

particularly for large diverse classes, an independent finding of a material cost shift 

should be required before regulators authorize substantial changes to rates or rate design. 
  

Question 2: How can cost-benefit studies of distributed solar and net-metering provide the 

greatest value to decision-makers?  

See response to Question 1 above.  Most cost benefit analyses  are limited to some degree by 

availability or access to data as well as by resource constraints.  Thus, building  analytical 

capability among various stakeholders  through transparent processes can have great value. 

A major hurdle to robust cost-benefit analysis (and also to the provision of benefits) is the closed 

information environment for most electricity markets. Because utilities have more control of the 

facts that  go into a cost-benefit analysis (grid topology, system conditions, customer load 

profiles, etc.),  other stakeholders seeking to provide supplemental and independent analysis are 

at a severe disadvantage. This information asymmetry is a barrier to the development of 

methodologies that are important to capturing the benefits of new technologies and has the effect 

of depressing the deployment of DERs in the optimal locations. This deficiency needs to be  

remedied in regulatory proceedings either through the comprehensive disclosure of data or by 

explicitly acknowledging the limitations of any study.  

Question 3: Are there specific emerging issues or questions related to the costs and benefits 

of distributed solar and net metering that ought to be highlighted in the forthcoming DOE 

report? 

Standardization of the values considered and the means of quantification are emerging from 

organizations such as IREC and RMI, and further standardization would be useful.   

In addition, customers who generate their own clean energy provide both system and public 

benefits, including environmental protection and economic development.  Existing cost-benefit 

studies are mixed on whether and how to incorporate such societal and environmental benefits, 

and utilities often will claim that these are not avoided costs since there is no regulatory structure 

under which they pay for it.  But the benefits exist independent of the regulatory structure, and 

certain states, such as Colorado and Minnesota, have begun requiring the social cost of carbon to 

be considered in utility procurement decisions – affirming the relevance of environmental 

externalities to the broader cost-benefit picture.  We encourage DOE to incorporate such benefits 

into the contemplated report. 

 

http://www.irecusa.org/2013/10/experts-propose-standard-valuation-method-to-determine-benefits-and-costs-of-distributed-solar-generation/
http://www.rmi.org/elab_empower
http://www.utilitydive.com/news/colorado-regulators-seize-the-climate-fight-in-landmark-ruling-on-carbon-co/443186/
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Question 4: The study request specifically mentions three perspectives from which costs 

and benefits will be considered: the electric grid, utilities and rate-payers. Are there other 

perspectives that this study ought to consider?  

Consider evaluating the cost-effectiveness of NEM generation from five different perspectives, 

to provide a comprehensive assessment of the costs and benefits of NEM program.  

These tests are typically applied when assessing the cost effectiveness of distributed resources 

and reflect the industry standard used in all 50 states. The core questions the cost-effectiveness 

assessment answer are the following:  

1. Is renewable self-generation cost-effective for the customers who install systems? 

(Participant Cost Test or “PCT”)  

2. What is the cost impact on non-participating utility customers? (Ratepayer Impact 

Measure or “RIM”)  

3. Recognizing that some utility bills may go down and others may go up, does the NEM 

program reduce utility bills overall? (Program Administrator Cost Test or “PACT”)  

4. Does NEM generation reduce the overall cost of energy? (Total Resource Cost Test or 

“TRC”)  

5. Does NEM generation provide net societal benefits considering the cost and externalities 

such as the health impacts from NEM? (Societal Cost Test or “SCT”) 

 

It will be important for DOE to review net metering from the broader perspective of all 

customers under the Total Resource Cost (TRC) and Societal Tests.  These are the only two tests 

that consider costs and benefits to all customers.  The Societal Test includes non-energy benefits 

from a societal perspective, including non-compliance related environmental costs (i.e. the 

difference between a RGGI credit and the social cost of carbon).  It can also include factors such 

as the monetary value of avoided health problems, economic benefits, social justice issues, and 

others.  Some of these are clearly harder to quantify than others, but good data exists for the 

environmental and health benefits.  Combined with the Participant Test perspective, the use of 

these TRC and SCT provides for a balanced, multi-perspective approach. 

Finally, DOE should avoid over-reliance on the RIM Test, which evaluates the cost impact on 

non-participating utility customers.  For instance, in evaluating energy efficiency programs, the 

California Public Utilities Commission does not require the RIM Test to be performed and does 

not use it to evaluate cost-effectiveness.  In addition, over-reliance on the RIM test would fail to 

recognize that, as more ratepayers from all customer classes install DG, the RIM test will under-

represent all ratepayers to an increasing degree.  Customers in all rate classes and economic 

circumstances will have increasing opportunities to participate in the solar programs as a result 

of declining DG costs, expanded financing opportunities, and increasing awareness. 

Question 5: Do you have any other suggestions for the scope and structure of this study? 

DOE/LBNL should seek to provide guidance on how best to conduct a full and fair cost-benefit 

study, and consider providing an example based on a representative utility’s rate structure, or 

based on average rates, similar to the analysis in LBNL’s recent Putting the Potential Rate 
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Impacts of Distributed Solar into Context.  It will be important to emphasize that the results of 

cost-benefit studies are highly dependent on the specific facts, including the utility’s rates and 

rate design, penetration levels, existing and planned grid conditions.  It is thus not possible to 

conduct “a” single study that determine the costs and benefits of net-metering and distributed 

solar generation in all jurisdictions nationwide.   

Finally, all policy-making requires considerations beyond a simple, binary output that a CBA 

produces.  Thus most states that use cost-benefit analysis for decision-making require some level 

of material impact to be demonstrated before making a policy change based on the outcome of a 

cost-benefit analysis.  As LBNL has recently demonstrated, NEM impacts at both current and 

projected levels are far less material than the impacts of other rate inputs, such as natural gas 

prices and utility infrastructure maintenance and modernization.   

Reference to the LBNL data and a discussion of materiality may benefit policymakers who will 

make use of the DOE report in the future. 

Regards, 

     

    /s/ Ed Smeloff 
 

Sean Gallagher     Ed Smeloff 

Vice President, State Affairs    Managing Director, Regulatory Team 

      
Solar Energy Industries Association    Vote Solar  

426 17th St., Suite 700     Trinidad, CA 

Oakland, CA  94612     707.677.2107 

P: (415) 261—7198     ed@votesolar.org 

sgallagher@seia.org 

Twitter: @SG_SEIA  

 

  

 

 

about:blank
https://emp.lbl.gov/publications/putting-potential-rate-impacts
about:blank
mailto:sgallagher@seia.org

