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Date of Meeting: October 6, 2008 

  

Subject: Net Metering Interconnection Agreement 

 

Purpose of Report:  To request Trustee approval of a net metering interconnection agreement for 
customer-owned renewable energy facilities rated 100 kilowatts (kW) or less. 
 

Background:  “Net Metering” is the netting on a kilowatt-hour (kWh)-to-kWh basis of the flow of 
electricity from a site with customer-owned generation to the utility against the flow of electricity from the 
utility to the customer. In practice, a net metering customer is served through a single meter similar to 
regular customers.  When the net metering customer uses more electricity than it generates at any 
moment, the dial on the meter rolls forward, recording net positive consumption.  When the net metering 
customer generates more electricity than it uses at any moment, the dial on the meter rolls backwards, 
erasing an equal amount of previously recorded usage. 
 
“Net Billing”, often used interchangeably with the term “Net Metering”, refers to a form of accounting in 
which dollars that a utility owes to a consumer for customer-owned generation during any billing period 
are netted against the dollars owed by the consumer to the utility for retail service. 
 
Since 1988, the Oklahoma Corporation Commission (OCC) has required electric utilities under its 
jurisdiction to offer net billing for customer-owned renewable energy facilities rated 100 kW or less.  
However, state jurisdictional utilities in Oklahoma are not required to purchase net excess kWh 
generated by consumers with customer-owned generation although some do. 
 
Approximately forty other states currently have some variation of net metering/billing law requiring state 
jurisdictional utilities to interconnect with customers owning small renewable generators.  A few years 
ago, the federal Energy Policy Act of 2005 (EPAct) required all states and utilities subject to the 
requirements of Public Utility Regulatory Policies Act (PURPA) Title I to hold public hearings, prior to 
August 8, 2008, to consider and determine whether or not to adopt federal standards that cover, among 
other things, net metering.   
 
Being a municipal utility, the City of Stillwater is not subject to OCC rules nor is it large enough to fall 
under PURPA Title I requirements for the purposes of the federal EPAct of 2005.  Consideration of a 
net metering standard is being raised now as a result of a current customer request for interconnection 
of a small renewable (wind & solar) energy facility located just outside the city’s corporate limits. 
 

Discussion:  Under a net metering agreement, net excess generation by the customer is typically 
handled one of three ways: 
 

1. Customer receives no credit for excess generation. 
2. Customer receives kWh credit for excess generation on next month’s bill. 
3. Customer receives $ credit for excess generation on next month’s bill. 

 
Option 1 makes the economics of customer-owned generation less attractive.  Option 2 unfairly 
subsidizes the customer-owned generation by insuring full credit at the utility’s retail rate.  Option 3 is a 
compromise whereby the customer receives credit for the net excess generation at the utility’s avoided 
cost of wholesale energy.  The proposed agreement attached hereto is based on the approach of 
Option 3. 
 



 

 

 

 

One of the advantages of net metering is the continued use of a single meter to measure both the kWh 
-in and kWh-out of a customer with generation.  Otherwise, additional metering equipment and monthly 
reconciliation of multiple meters would have to be done manually by utility staff.  Although some minor 
assistance may be needed to set up, the city’s current billing software will be able to handle the net 
metering customer without requiring additional manual entry or billing each month.  
 
Staff has reviewed net metering/interconnection standards of several other utilities both in Oklahoma 
and other states.  The resulting proposed standard agreement and application form are intended to 
provide for fair treatment of small customer-owned renewable energy facilities while protecting other 
customers and the electric utility from higher costs and safety concerns. The proposed net metering 
interconnection agreement includes the following: 
 

1. Requires an application for interconnection with the utility including a fee for utility review. 
2. Payment for net excess generation will be at a rate of $0.0315/kWh. 
3. Term of month-to-month unless terminated by either party on 30 days prior notice. 
4. Compliance with industry standards for interconnection and parallel operation. 
5. Right of the utility to interrupt generation output to protect personnel and facilities. 
6. Customer must pay additional cost of Smart Meter used for net metering service. 
7. Access by utility to the premises to inspect or disconnect the generation facility. 
8. Indemnity of both parties. 

 
Because most renewable generation facilities are relatively small in output but high in installed cost 
($/kW), it is unlikely there will be a great number of similar facilities installed on the city’s utility system.  
However, future federal or state grants and/or tax incentives may increase the interest and improve the 
economics of small renewable projects in both urban and rural settings.  Experience with this type of 
agreement to accommodate local renewable projects will help the utility prepare for what the future 
holds in terms of renewable energy. 

 
This agreement is not intended for and will not be used for customers with stand-alone back-up 
generation operating on fossil fuels as these do not meet the required interconnection standards.  
Application will be limited only to customers that operate inverter-based electric generating facilities 
using fuels derived from biomass, waste, wind, solar, or water rated 100 kW or less. 

 

Budget Impact:  This item requires no new appropriation or budget amendment and should not 
affect year-end projected balances.  Electric sales for any customer under this agreement will be 
reduced by the amount of energy produced by on-site generation from renewable resources. 
 

Recommendation:  Staff recommends approval of the proposed net metering interconnection 
agreement for customer-owned renewable energy facilities rated 100 kW or less. 
 

Prepared by: Jeff Tullis, Electric Utility Director 

Reviewed by City Manager’s Office: Dan Blankenship, Deputy City Manager 

Reviewed by City Attorney’s Office: John E. Dorman, City Attorney 

Date of Preparation: October 1, 2008 

 

Recommended by:   
 
 
 
___________________________ 
Dan Galloway 
City Manager 
 

Attachments: Net Metering Interconnection Agreement 

 


