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January 7, 2022

The Honorable Gavin Newsom 
Governor, State of California
State Capitol, First Floor 
Sacramento, CA 95814 

The Honorable Alice Reynolds, President
The Honorable Darcie Houck, Commissioner
The Honorable Clifford Rechtschaffen, Commissioner
The Honorable John Reynolds, Commissioner
The Honorable Genevieve Shiroma, Commissioner
California Public Utilities Commission 
505 Van Ness Avenue 
San Francisco, CA 94102
CPUC Docket #: R.20-08-020
Dear Governor Newsom and Commissioners,

The School Energy Coalition (SEC) opposes the Net Energy Metering 3.0 Proposed Decision (NEM 3.0 PD) submitted to the California Public Utilities Commission (CPUC) on December 13, 2021. SEC represents school districts, county offices of education, and firms that work with public schools on energy efficiency and generation.

The following are our reasons for opposition:

1. The CPUC-commissioned “Look Back“ analysis of schools and other commercial providers did not identify a cost shift caused by these entities even under what is considered by the NEM 3.0 PD to be an overly generous NEM 2.0.

2. The NEM 3.0 PD would retroactively change the agreements made in good faith under NEM 1.0 and NEM 2.0. The result negatively affects the economic benefits that schools and others used to make their investments in the generation and use of clean, renewable energy financially feasible.

3. Small, rural school districts and their communities will be put at much greater risk for being in high fire severity zones because of the negative financial effects from NEM 3.0 PD.

4. The NEM 3.0 PD does not recognize the unique electricity use and generation patterns from schools with solar. Consequently, school districts and county offices of education in the affected investor-owned utility (IOU) areas will have less, if any, incentive for installing new solar electric generation and storage projects.

CPUC-Commissioned Look Back Analysis
The NEM 3.0 PD first supports the findings of the Look Back analysis, and then rejects them based on new assumptions. 
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[bookmark: _Hlk92432118]One reason cited in the NEM 3.0 PD for rejecting the Look Back analysis for commercial entities was that the Look Back time frame included the federal Investment Tax Credit that is scheduled to step down to 10% on January 1, 2024. How accurate is the commercial cost shift analysis used for NEM 3.0 PD if this assumption about the ITC is incorrect?

Retroactive changes to NEM 1.0 and 2.0
School districts and county offices of education perform their investment financial analyses based on factors such as the term of the agreement, the life span of the equipment and similar factors. Investors and taxpayers alike require this certainty. The NEM 3.0 PD proposes to change, retroactively, the number of years a solar generation project will be eligible for tariffs. If adopted by the CPUC, the NEM 3.0 PD would result in a new uncertainty, and not only for existing agreements. How could a school district trust that the economic analysis for any future investment would not be altered after the investment had been made?  This would have a chilling effect on future investments by school districts and county offices of education in solar generation and storage.

The following table illustrates the impact the NEM 3.0 PD would have on a real California school district located within the urban-wildland interface, which endures multiple public safety power shutoffs (PSPS) per year.[footnoteRef:1] [1:  Assumes PPA rate of $0.1414] 


	Financing Scenario
	Year 1 Net Benefit w/NEM 2.0 Exports
	Year 1 Net Benefit with NEM 3.0 PD Proposal

	#1 - NEM 2.0: Solar Power Purchase Agreement - Elementary School
	$16,952 
	$2,077 

	#2 - NEM 2.0: Solar Power Purchase Agreement - Elementary/Middle School NEM-A
	$2,208 
	($14,824)

	#3 - NEM 2.0: Solar Power Purchase Agreement - Elementary School
	$20,201 
	$508 

	#4 - NEM 2.0: Solar Power Purchase Agreement - Middle School
	($662)
	($15,169)

	#5 - NEM 2.0: Solar Power Purchase Agreement and Battery Payments to Provider - High School NEM-A
	$6,461 
	($29,601)

	Net impact
	$45,162 
	($57,009)



School districts across the state face the same daunting prospects if the CPUC approves the Proposed Decision. Without meaningful participation from the education sector, our state cannot meet the goal set forth in SB 100 (De Leon) to achieve 100% clean, carbon-free electricity by 2045. 

Small Rural Schools at Greater Risk by NEM 3.0 PD
Rural schools are more likely to be located in high fire severity zones and other natural disaster risk areas. Rural schools also tend to be small. This means small budgets and a lack of financial resources to invest in becoming energy resilient.

Even with NEM 2.0, the diseconomies of scale for small, rural school districts made solar generation, much less storage, a financially challenging proposition. Larger school districts with larger bonding capacity or balance sheets might have the financial ability to invest in solar and even some storage. However, smaller school districts—the 60% of the school districts in California that have less than 10% of the students—are not as viable as candidates for power purchase agreements, do not have significant bonding capacity and are often not eligible for the Self Generating Incentive Program. Most of these districts are in the IOU service areas and would be subject to the NEM 3.0 PD that is even more restrictive than NEM 2.0.
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Schools Have Unique Usage and Generation Patterns 
[bookmark: _Hlk92106007]One of the reasons schools have been able to have favorable economics with solar is because of their unique energy usage profile. When the State was burdened by limited supply of power during the previous afternoon peak period, high peak demand customers like schools were able to offset these expensive rates by installing solar (and in many cases provide clean energy exports in the late afternoon to help address the grid supply/demand imbalance). Schools have significantly lower usage during the new evening peak period, and so don’t have the ability to take advantage of time of use arbitrage by installing batteries. In addition, because school usage during the summer peak period is low, schools benefit from export credits that help the economics of their solar projects and, again, provide much needed clean energy generation during periods of high stress on the grid. Under the NEM 3.0 PD, both the massive reduction in export credits and the lack of benefit from TOU arbitrage will cause many of the existing 2,500 school solar projects to face financial losses when grandfathering ends, and significantly reduce the likelihood of the remaining 8,500 schools implementing solar and storage in the future. 

Conclusion
The NEM 3.0 PD appears to be based on an inaccurate belief that commercial entities have an overly generous financial incentive under NEM 2.0. 

[bookmark: _Hlk92106080]There are more than 11,000 school sites in California. As earlier noted, only about 2,500 have adopted solar generation and that is not even for every building on their sites. If NEM 2.0 has been such a great deal, why have more schools not joined? Why should there be any expectation that schools will be part of the solution for California’s climate goals if NEM 3.0 PD is adopted with a far greater financial incentive?

If the CPUC believes that the new building code will cause schools to implement solar and storage, that assumes most of the existing 11,000 school sites will be torn down and rebuilt during the next 25 years, a highly unlikely outcome. The code only affects the construction of new buildings, not the repair of the existing 11,000 school sites.

Nationally, after transportation, schools are the second largest infrastructure category. SEC believes including schools in meeting the state’s climate goals is necessary to meet the goals, and our members are eager to be part of the solution. However, NEM 3.0 PD is a step backward. 

One final note, as we saw during the first twelve months of COVID, schools were a lifeline for many families in low-income communities, providing food, shelter, smoke-free air and serve as hubs for other emergency services. As the number and severity of public health and climate disasters increases, schools need to become resilient in order to effectively provide these and other community services during the increasing number of grid outages. As the above discussion clearly demonstrates, schools will not be able to responsibly make the financial investment necessary to become energy resilient under the terms of the NEM 3.0 PD. We appreciate the work done to date, but for the reasons presented above, the NEM 3.0 PD is not the solution. 

We understand the complexity of the task before the Commission, but it should not be acceptable to the CPUC to implement a tariff that is so detrimental to the ability of schools—the second largest category of infrastructure—to do their part in bringing about California’s carbon-neutral energy future.  Thank you for your consideration of the School Energy Coalition’s concerns.

[image: ]Sincerely,

Janet Dixon
Chair, School Energy Coalition
School Energy Coalition | 1303 J Street, Suite 520| Sacramento, CA 95814 | 916.441.3300 | www.schoolenergysolutions.org
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