
 

Meeting Date:  June 5, 2017 

Report No. SUA-17-13  Agenda Item No. 5a 

Status:  General Orders 

Purpose: Net Metering Interconnection Agreement Update 

Background Summary:  On October 6, 2008, the Trustees approved a Net Metering Interconnection 
Agreement establishing a net metering program.  The agreement is for customers who intend to install, 
own and operate an inverter-based electric generating facility using fuels derived from biomass, waste 
or a renewable energy source such as wind, solar or water to produce electricity having a maximum 
rated electrical output of 100 kW or less.  When a net metering customer generates more electricity 
than they consume during any billing period (month), the customer is provided a credit for the excess 
electricity that flows on to the SUA’s distribution system.   

In a recent review of the net metering program, it was determined that the agreement could be 
misleading customers to believe that they may receive payment for excess energy that they generate.  
Although the current agreement states that the customer waives the right to receive any payment in 
cash, other language in the agreement suggests otherwise.  Also, the language that defines how the 
credit for excess energy is applied to the customer’s bill has proven to be easily misinterpreted.  To 
clarify how the SUA provides credit for any excess electricity generated by the customer, changes to 
Sections 1 and 2 of the agreement are proposed.      

Section 1 of the current agreement contains the statement: “Customer desires to operate such 
generation parallel with the Utility’s system and sell a portion of the electricity produced to the Utility.  
Since the SUA does not actually purchase the excess energy from the customer, the portion of the 
statement about selling is proposed to be deleted. 

Section 2 of the current agreement is entitled “Payment For Net Energy” and the text of the section 
describes how the credit is applied, sets a fixed rate for the credit and zeros out any credit at the end of 
each calendar year.   The proposed title for Section 2, “Credit for Energy Delivered to the Utility,” more 
accurately describes what actually occurs.  The proposed changes to the text of Section 2 clarifies how 
the credit for excess electricity generated by the customer is applied to their utility bill, sets the credit 
amount equal to the SUA’s average wholesale energy cost (energy charge paid by SUA) for the 
immediate past calendar year and allows the customer to continue to carryforward any credit beyond 
the end of each calendar year.  The proposed changes will ensure that the SUA is crediting the customer 
at a rate equal to the avoided wholesale energy portion of the SUA’s total purchase power cost.   



Simply stated, SUA will measure the electricity delivered from SUA to the customer and the electricity 
delivered from the customer to SUA.  SUA will bill the customer at applicable rate for electricity 
delivered to customer and SUA will credit the customer at the avoided wholesale energy purchase cost 
for the electricity delivered to SUA.   

Although net metering is a simple approach to dealing with customer owned generation (also known as 
distributed generation), it is not the most equitable approach.  To date, there are so few customers who 
own generation, net metering has not adversely impacted those customers who do not own generation.  
However, with the growth in interest in customer owned generation, if there is an increase in customer 
owned generation and a distributed generation rate is not established, the current electric rate 
structure will not allow the SUA to recover the full cost of serving the distributed generation customers.  
If the SUA does not recover the full cost of serving any customer group, the other customer groups pick 
up the slack, which is not a desirable situation.  Therefore, staff has begun the process to develop a 
distributed generation rate that will be presented to the Trustees for consideration in the near future.   

Budget Impact:  There is no budget impact for the recommended action.  

Prior Council Action or Part of an Approved Project: Yes      

Related Items: SUA-08-25, Net Metering Interconnection Agreement (Attached) 

Alternatives:   

1) Approve the revised Net Metering Agreement. 
2) Discontinue the Net Metering program. 
3) Discontinue the Net Metering program and place a moratorium on distributed generation 

connections to the City’s electric distribution system until a distributed generation rate can be 
established. 
 

Recommendation:  Staff recommends that the Trustees approve the revised Net Metering Agreement. 

Prepared by: Loren Smith, Electric Utility Director   

Reviewed by: Dan Blankenship, Deputy City Manager 

Submitted by: Dan Blankenship, Deputy City Manager 

Attachments:  Revised Net Metering Interconnection Agreement Mark-up 
 SUA-09-25 
  


