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In this Blueprint, the Interstate Renewable Energy Council, Inc. (IREC) proposes nine 
recommendations essential to unlocking the potential of DG in California.

1. Allow Californians to self-supply their energy needs by removing the state’s 
NEM cap.

2. Implement a well-designed community-shared DG program to expand DG ac-
cess to consumers that cannot host a system on-site.

3. Expand DG procurement programs to increase the use of DG in wholesale 
supply that serves all consumers.

4. Adjust DG procurement programs to incentivize development in higher-value 
locations.

5. Use interconnection policy to identify and incentivize DG development in 
higher-value locations.

6. Encourage jurisdictions to improve and streamline permitting processes for 
rooftop and ground-mounted DG systems.

7. Incorporate DG into utility distribution system planning and operations to 
cost-effectively integrate high penetrations of DG.

8. Incorporate realistic assumptions about DG growth and cost-effectiveness 
into transmission planning.

9. Align market participants’ incentives in a way that encourages higher-value 
DG.
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OVERVIEW

IREC believes clean energy is critical to achieving a sustainable and 
prosperous future. As part of its mission, IREC expands consumer ac-
cess to clean energy by developing best practices and standards that 
lay the foundation for a robust clean energy industry. To pave a path to 
a clean energy future, IREC generates objective analysis and advice for 
the benefit of energy consumers, policymakers, the renewable energy 
industry and the general public.
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CDOLIRUQLD�KDV�ORQJ�UHFRJQL]HG�WKH�EHQH¿WV�WKDW�FOHDQ�GLVWULEXWHG�JHQHUDWLRQ��'*��FDQ�SUR-
vide to its citizens, and the State has demonstrated that well designed DG policies can be 
FRVW�HIIHFWLYH��WKDW�LV��WKHLU�YDULRXV�EHQH¿WV�FDQ�RXWZHLJK�WKH�FRVWV�RI�WKHLU�LPSOHPHQWD-

tion and continuing operation. The state legislature and the California Public Utilities Commis-
sion (CPUC) have implemented numerous policies intended to facilitate DG growth, including:

�� 7KH�&DOLIRUQLD�6RODU�,QLWLDWLYH��&6,��

�� 1HW�(QHUJ\�0HWHULQJ��1(0��

�� 9LUWXDO�1HW�(QHUJ\�0HWHULQJ��910��

�� 7KH�5HQHZDEOH�)HHG�,Q�7DULII��),7��3URJUDP�

�� 7KH�5HQHZDEOH�$XFWLRQ�0HFKDQLVP��5$0��

�� 7KH�,QYHVWRU�2ZQHG�8WLOLWLHV¶�6RODU�3KRWRYROWDLF��39��3URJUDPV�

�� 7KH�6HOI�*HQHUDWLRQ�,QFHQWLYH�3URJUDP�

�� 7KH�(I¿FLHQW�&RPELQHG�+HDW�DQG�3RZHU��&+3��7DULII�3URJUDP��DQG

�� 4XDOLI\LQJ�)DFLOLWLHV��4)V��RI�OHVV�WKDQ����PHJDZDWWV��0:��

7RJHWKHU��&DOLIRUQLD¶V�SROLFLHV�SURPRWH�D� UDQJH�RI�EHQH¿WV� UHVXOWLQJ� IURP� LQFUHDVHG�'*��7KH�
PDMRU�EHQH¿WV�DUH�DYRLGHG�IXHO�XVH��UHGXFHG�OLQH�ORVVHV��DQG�UHGXFHG�JHQHUDWLRQ�FDSDFLW\�UH-
quirements.  In addition, DG offers the ability to defer costly transmission and distribution system 
XSJUDGHV�DQG�HQDEOHV�IXHO�KHGJLQJ��:KHQ�VLWHG�VWUDWHJLFDOO\��VXFK�DV�RQ�URRIWRSV��SDUNLQJ�ORWV�
DQG�RWKHU�KDUGVFDSH�DUHDV��RU�RQ�EURZQ¿HOGV�DQG�ODQG¿OOV��'*�FDQ�SXW�H[LVWLQJ�ODQG�DQG�LQIUD-
VWUXFWXUH�WR�PRUH�SURGXFWLYH�XVH��$W�WKH�VDPH�WLPH��LW�FDQ�PLQLPL]H�WKH�DPRXQW�RI�YLUJLQ�ODQG�DQG�
KDELWDW�WKDW�ZRXOG�RWKHUZLVH�EH�QHHGHG�IRU�SRZHU�JHQHUDWLRQ��)XUWKHUPRUH��'*�FDQ�SURYLGH�D�
UDQJH�RI�RWKHU�HQYLURQPHQWDO�EHQH¿WV�DVVRFLDWHG�ZLWK�FOHDQ�HQHUJ\��VXFK�DV�DYRLGHG�HPLVVLRQV�
of greenhouse gases and other air pollutants. 

&DOLIRUQLD¶V�SUHVFLHQW�SROLF\�VXSSRUW�IRU�'*�KDV�UHVXOWHG�LQ�XQSUHFHGHQWHG�'*�PDUNHW�JURZWK�
DQG�GHFOLQLQJ�FRVWV��,Q�SDUWLFXODU��WKH�FRVWV�RI�VRODU�39�DUH�IDOOLQJ�UDSLGO\��$W�WKH�VDPH�WLPH��WKH�
39�PDUNHW�LV�JURZLQJ�UDSLGO\��/LNHZLVH��HQHUJ\�VWRUDJH�WHFKQRORJLHV�DUH�DOVR�EHFRPLQJ�PRUH�
FRVW�HIIHFWLYH��$V�D�UHVXOW�RI�WKLV�PDUNHW�H[SDQVLRQ�DQG�WKH�DVVRFLDWHG�GHFUHDVH�LQ�FRVWV��FRQ-
VXPHUV�LQFUHDVLQJO\�KDYH�FRVW�HIIHFWLYH�RSWLRQV�IRU�'*��$V�)HGHUDO�(QHUJ\�5HJXODWRU\�&RPPLV-
VLRQ��)(5&��&KDLUPDQ�-RQ�:HOOLQJKRII�UHFHQWO\�VWDWHG��LQ�WKH�WKHRUHWLFDO�UDFH�EHWZHHQ�FHQWUDO�
VWDWLRQ�UHQHZDEOHV�DQG�GLVWULEXWHG�JHQHUDWLRQ�UHVRXUFHV�FXUUHQWO\�XQGHUZD\��³5LJKW�QRZ��,¶G�SXW�
my money on distributed resources.”  

INTRODUCTION
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7KH�FHQWUDO�SUHPLVH�RI�,5(&¶V�QLQH�UHFRPPHQGDWLRQV�LV�WKDW�&DOLIRUQLD�VKRXOG�PDLQWDLQ�LWV�VXSSRUW�IRU�'*�
DQG�SULRULWL]H�KLJKHU�YDOXH�'*�JRLQJ�IRUZDUG��'*�SURMHFWV�FDQ�SURYLGH�D�KRVW�RI�EHQH¿WV��EXW�QRW�HYHU\�'*�
SURMHFW�RIIHUV�WKH�EHQH¿WV�HTXDOO\��6LWLQJ�RI�'*�IDFLOLWLHV�LV�FULWLFDO�EHFDXVH�PDQ\�RI�WKH�EHQH¿WV�DUH�ORFDWLRQ�
VSHFL¿F�DQG�DUH�PD[LPL]HG�ZKHQ�'*�LV�ORFDWHG�QHDU�WKH�FXVWRPHUV�LW�VHUYHV���7KH�FORVHU�JHQHUDWLRQ�LV�WR�
load, the less the energy has to travel to serve its intended purpose, thereby reducing line losses and the 
LQIUDVWUXFWXUH�WKDW�LV�UHTXLUHG�WR�WUDQVPLW�WKH�HQHUJ\���,Q�DGGLWLRQ��FDSDFLW\�EHQH¿WV�DQG�PDQ\�RI�WKH�ODQG�XVH�
EHQH¿WV�DUH�ORFDWLRQ�VSHFL¿F���)RU�H[DPSOH��1(0�FOHDUO\�IDFLOLWDWHV�JHQHUDWLRQ�RQ�VLWH��DW�ORDG��ZKLFK�LQKHU-
HQWO\�KDV�D�KLJKHU�YDOXH�WKDQ�HQHUJ\�GHYHORSHG�IXUWKHU�DZD\��2WKHU�SROLFLHV�EH\RQG�1(0�FDQ�DOVR�IDFLOLWDWH�
strategically sited DG, and California should focus on ensuring that its DG policies promote siting in high 
value locations.  

:KLOH�&DOLIRUQLD�LV�D�OHDGHU�LQ�SURPRWLQJ�'*�WRGD\��WKH�6WDWH¶V�SROLFLHV�QHHG�WR�EH�UHH[DPLQHG�WR�HQVXUH�WKDW�
WKH\�DGHTXDWHO\�VXSSRUW�KLJKHU�YDOXH�'*�LQ�WKH�IXWXUH��)RU�H[DPSOH��&DOLIRUQLD¶V�1(0�FDS�LV�FXUUHQWO\����RI�
DJJUHJDWH�FXVWRPHU�SHDN�GHPDQG���2YHU�WKH�ORQJ�WHUP��LI�WKLV�FDS�LV�QRW�UDLVHG�RU�UHPRYHG��PDQ\�&DOLIRUQLD�
HQHUJ\�FRQVXPHUV�ZLOO�QRW�EH�DEOH�WR�EHQH¿W�IURP�RQ�VLWH�'*��ZKLFK�ZLOO�UHSUHVHQW�D�VLJQL¿FDQW�ORVW�RSSRUWX-
QLW\�WR�KDUQHVV�FRQVXPHU�LQWHUHVW�LQ�FOHDQ�HQHUJ\�UHVRXUFHV�IRU�WKH�JHQHUDO�EHQH¿W�RI�&DOLIRUQLD¶V�FLWL]HQU\��
%H\RQG�RQ�VLWH�JHQHUDWLRQ�� WKHUH� LV�DOVR� LQWHUHVW� LQ�SDUWLFLSDWLQJ� LQ�FRPPXQLW\�VKDUHG�'*��KRZHYHU�� OLWWOH�
community-shared DG development has occurred in California due in large part to the lack of policy sup-
SRUW��2Q�WKH�ZKROHVDOH�VLGH��SROLFLHV�GR�QRW�HIIHFWLYHO\�LQFHQWLYL]H�KLJKHU�YDOXH�'*�GHYHORSPHQW�QHDU�ORDG��
/LNHZLVH��DOWKRXJK�&DOLIRUQLD�KDV�UHFHQWO\�PDGH�JUHDW�VWULGHV�LQ�UHIRUPLQJ�LWV�LQWHUFRQQHFWLRQ�SROLF\��LW�FRXOG�
be further improved to make interconnection time and cost more certain in higher-value areas close to load. 

Figure 1: Annual Installed Grid-Connected PV Capacity by Sector (2002-2012)
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$�VHW� RI� FRKHUHQW�'*�SROLFLHV� LQ�&DOLIRUQLD� WKDW� GLUHFW� GHYHORSPHQW� LQWR� KLJKHU�YDOXH�DUHDV� FRXOG� SURYLGH�
an opportunity for utilities to better integrate generation into their distribution system planning.  Rather than 
responding solely to changes in load, utilities may be able to conduct advanced planning to accommodate 
additional generation, which could lower upgrade costs for developers and ratepayers, while also promoting 
a more stable distribution grid.  This advanced planning could also enable utilities to integrate energy stor-
DJH�LQWR�WKHVH�KLJKHU�YDOXH�'*�DUHDV�WR�¿UP�JHQHUDWLRQ�FDSDFLW\��7R�SURYLGH�PRUH�FHUWDLQ�FRVW�UHFRYHU\�WR�
utilities, state policies could be designed to provide utilities appropriate incentives via rate structure redesign. 
$V�D�ZKROH��WKLV�DSSURDFK�ZRXOG�FUHDWH�D�KLJKO\�UHOLDEOH��GHFHQWUDOL]HG�JULG��DQG�DOORZ�&DOLIRUQLD�WR�DYRLG�D�
VLJQL¿FDQW�DPRXQW�RI�QHZ�JHQHUDWLQJ�FDSDFLW\�DQG�QHZ�WUDQVPLVVLRQ�LQIUDVWUXFWXUH�

IREC proposes nine recommendations to unlock the potential of DG in California. Because many of the ben-
H¿WV�RI�'*�DUH�ORFDWLRQ�VSHFL¿F��RXU�RYHUDUFKLQJ�UHFRPPHQGDWLRQ�LV�WKDW�SROLFLHV�EH�SXW�LQ�SODFH�WR�SURPRWH�
WKH�VLWLQJ�RI�'*�LQ�KLJKHU�YDOXH�ORFDWLRQV��$FKLHYLQJ�'*¶V�SRWHQWLDO�ZLOO�UHTXLUH�FRRUGLQDWLRQ�DFURVV�PXOWLSOH�

programs and regulatory entities. If done properly, however, these principles can ensure a win-win-win for 
developers, energy consumers, and utilities.

1(0�LV�VTXDUHO\�SHUPLWWHG�XQGHU�WKH�IHGHUDO�3XEOLF�8WLOLW\�5HJXODWRU\�3ROLFHV�$FW��3853$��DQG�&RQJUHVV�HQ-
FRXUDJHG�VWDWHV�WR�DGRSW�1(0�SROLFLHV�LQ�WKH�(QHUJ\�3ROLF\�$FW�RI�������,QGHHG��1(0�KDV�EHHQ�LPSOHPHQWHG�
LQ����VWDWHV��DQG�&DOLIRUQLD�ZDV�DQ�HDUO\�SLRQHHU��1(0�DOORZV�&DOLIRUQLD�HQHUJ\�FRQVXPHUV�WR�IXO¿OO�WKHLU�RZQ�
HQHUJ\�QHHGV�LQ�D�VLPSOH�DQG�LQWXLWLYH�ZD\�WKURXJK�D�UDQJH�RI�UHQHZDEOH�WHFKQRORJLHV��LQFOXGLQJ�39��ZLQG��
ELRJDV�DQG�RWKHUV��1R�RWKHU�RSWLRQ�H[LVWV�LQ�&DOLIRUQLD�WKDW�VLPSO\�DQG�FRVW�HIIHFWLYHO\�IDFLOLWDWHV�KRPHRZQ-
HUV¶�DQG�EXVLQHVVHV¶�DELOLWLHV�WR�LQVWDOO�DQG�EHQH¿W�IURP�UHQHZDEOH�JHQHUDWLRQ��,Q�DGGLWLRQ��EHFDXVH�LW�LQYROYHV�
RQ�VLWH�JHQHUDWLRQ��1(0�QDWXUDOO\�HQFRXUDJHV�D�WLJKW�FRQQHFWLRQ�EHWZHHQ�JHQHUDWLRQ�DQG�ORDG��$V�LQ�QHDUO\�
DOO�VWDWHV�RIIHULQJ�1(0��&DOLIRUQLD¶V�UXOHV�H[SOLFLWO\�UHTXLUH�WKDW�1(0�JHQHUDWLRQ�SULPDULO\�VHUYH�RQ�VLWH�QHHGV��

7RGD\��&DOLIRUQLD�LV�QXPEHU�RQH�LQ�LQVWDOOHG�39�FDSDFLW\�GXH�WR�WKH�VWUHQJWK�RI�LWV�1(0�SURJUDP��,Q�����������
RI�QHW�PHWHUHG�LQVWDOODWLRQV�LQ�WKH�FRXQWU\�ZHUH�LQVWDOOHG�LQ�&DOLIRUQLD��3RZHU�SXUFKDVH�DJUHHPHQWV��33$V��
DQG�OHDVHV�DUH�QRZ�H[SDQGLQJ�1(0�JHQHUDWLRQ�DFURVV�LQFRPH�OHYHOV��:KLOH����VWDWHV�GR�QRW�UHVWULFW�1(0�
FDSDFLW\��&DOLIRUQLD�FDSV�1(0�JHQHUDWLRQ�DW�¿YH�SHUFHQW�RI�³DJJUHJDWH�FXVWRPHU�SHDN�GHPDQG�´�$OWKRXJK�D�
UHFHQW�&38&�GHFLVLRQ�FODUL¿HG�WKH�PHDQLQJ�RI�WKDW�SKUDVH�LQ�D�ZD\�WKDW�H[SDQGHG�WKH�QXPEHU�RI�PHJDZDWWV�
RI�RQ�VLWH�'*�DOORZHG��PDQ\�RI�&DOLIRUQLD¶V�XWLOLWLHV�DUH�RQ�WUDFN�WR�UHDFK�WKH�1(0�FDS�LQ�WKH�QH[W�¿YH�\HDUV��7R�
ensure that California energy consumers will be able to continue to install DG on their homes and businesses, 
&DOLIRUQLD¶V�1(0�FDS�VKRXOG�EH�UHPRYHG��$Q\�FRQFHUQV�DERXW�1(0�FXVWRPHUV¶�FRQWULEXWLRQV�WRZDUG�XWLOLW\�
cost recovery can be addressed through rate design, as discussed below.

$OWKRXJK�PDQ\�&DOLIRUQLD�HQHUJ\�FRQVXPHUV�EHQH¿W� IURP�RQ�VLWH�VHOI�JHQHUDWLRQ��PDQ\�RWKHUV�DUH�XQDEOH��
7KH�1DWLRQDO�5HQHZDEOH�(QHUJ\�/DERUDWRU\��15(/��HVWLPDWHV�WKDW�RQO\�����SHUFHQW�RI�UHVLGHQWLDO�URRIWRSV�LQ�

RECOMMENDATIONS
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1. Allow Californians to self-supply their energy needs by removing the state’s 
NEM cap.

2. Implement a well-designed community-shared DG program to expand DG 
access to consumers that cannot host a system on-site.



WKH�8QLWHG�6WDWHV�DUH�ZHOO�VLWXDWHG�WR�LQVWDOO�VRODU�39�RQ�VLWH��1RQHWKHOHVV��PDQ\�RI�WKH�UHPDLQLQJ�����RI�
FRQVXPHUV�ZDQW�WR�VXSSRUW�DQG�EHQH¿W�GLUHFWO\�IURP�39�GHYHORSPHQW��$�ZHOO�GHVLJQHG�FRPPXQLW\�VKDUHG�
DG program would provide these consumers a solar pathway by creating a direct link between a consum-
HU¶V�HQHUJ\�FKRLFHV�DQG�WKH�SURPRWLRQ�RI�39�EHQH¿WV��0RUHRYHU��VXFK�D�SURJUDP�FRXOG�RSHQ�UHQHZDEOH�HQ-
HUJ\�RSWLRQV�IRU�ORZ�LQFRPH�HQHUJ\�FRQVXPHUV��PDQ\�RI�ZKRP�KDYH�EHHQ�KLVWRULFDOO\�H[FOXGHG�IURP�GLUHFW�
SDUWLFLSDWLRQ�GXH�WR�WKH�GHVLJQ�RI�FXUUHQW�SURJUDPV�WKDW�SURPRWH�FXVWRPHU�VLWHG�'*���$�FRPPXQLW\�VKDUHG�
'*�SURJUDP�FRXOG�EH�GHVLJQHG�WR�EH�UHYHQXH�QHXWUDO�IRU�QRQ�SDUWLFLSDWLQJ�UDWHSD\HUV��([DPSOHV�RI�VXF-
FHVVIXO�FRPPXQLW\�VKDUHG�'*�SURJUDPV�H[LVW�LQ����VWDWHV��LQFOXGLQJ�VWDWHZLGH�SURJUDPV�DV�ZHOO�DV�XWLOLW\�
UXQ�SURJUDPV�DW� LQYHVWRU�RZQHG�XWLOLWLHV��PXQLFLSDO�XWLOLWLHV�DQG�FRRSHUDWLYHV��)RU�H[DPSOH�� LQ�&DOLIRUQLD��
WKH�6DFUDPHQWR�8WLOLW\�'LVWULFW��608'��KDV�LWV�6RODU6KDUHV�SURJUDP��ZKLFK�LW�KDV�RSHUDWHG�VLQFH�������DQG�
ZKLFK�LV�RIWHQ�FLWHG�DV�D�VXFFHVVIXO�H[DPSOH�RI�FRPPXQLW\�VKDUHG�VRODU���%XLOGLQJ�RQ�WKLV��&DOLIRUQLD�VKRXOG�
put in place a program that enables a wider range of consumers to participate in community-shared solar.

,Q�DGGLWLRQ�WR�H[SDQGLQJ�FRQVXPHU�RSWLRQV�GLUHFWO\�YLD�WKH�DERYH�SROLFLHV��SROLF\PDNHUV�PD\�DOVR�HQFRXU-
DJH�'*�WKURXJK�DQ�H[SDQVLRQ�RI�ZKROHVDOH�'*�SURFXUHPHQW�SURJUDPV��&DOLIRUQLD�KDV�LPSOHPHQWHG�D�ZLGH�
YDULHW\�RI�SURFXUHPHQW�SURJUDPV�IRFXVHG�RQ�'*��PRUH�WKDQ�DQ\�RWKHU�VWDWH��LQFOXGLQJ�WKH�5$0��WKH�),7��
XWLOLW\�39�SURJUDPV��DQG�D�4)�SURJUDP��7RJHWKHU��WKHVH�SURJUDPV�KDYH�LQFHQWLYL]HG�VLJQL¿FDQW�LQYHVWPHQW�
LQ�QHZ�'*�FDSDFLW\�LQ�&DOLIRUQLD��0RVW�RI�WKHVH�SURJUDPV��KRZHYHU��DUH�UHDFKLQJ�WKH�HQG�RI�WKHLU�DOORFDWHG�
FDSDFLW\��)RU�H[DPSOH��WKH�ODVW�5$0�VROLFLWDWLRQ�LV�VFKHGXOHG�IRU�0D\�������DQG��LQ�VSLWH�RI�D�UHFHQW�LQ-
FUHDVH�LQ�SURJUDP�FDSDFLW\��PRVW�RI�WKH�6WDWH¶V�DYDLODEOH�),7�FDSDFLW\�LV�VXEVFULEHG���$GGLWLRQDOO\��ZKLOH�4)�
HQUROOPHQW�LV�XQFDSSHG��WKH�SULFH�LV�FXUUHQWO\�WRR�ORZ�WR�DWWUDFW�VLJQL¿FDQW�QHZ�'*��$W�WKH�VDPH�WLPH��DV�HYL-
GHQFHG�E\�WKH�FRQWLQXLQJ�JURZWK�LQ�LQWHUFRQQHFWLRQ�UHTXHVWV��D�VLJQL¿FDQW�QXPEHU�RI�SURMHFWV�DUH�FXUUHQWO\�
under development in an attempt to gain contracts for the capacity that does remain in these programs. If 

PV USA, a 1MW community solar project in Davis, CA
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3. Expand DG procurement programs to increase the use of DG in whole-
sale supply that serves all consumers.



these programs come to an abrupt end, considerable investment in time and resources could be lost, which 
LQ�WXUQ�ZRXOG�KDUP�WKH�QDVFHQW�'*�PDUNHW��)XUWKHUPRUH��HQHUJ\�FRQVXPHUV�ZRXOG�ORVH�WKH�RSSRUWXQLW\�WR�
EHQH¿W� IURP� WKH� LQYHVWPHQWV�DOUHDG\�PDGH� LQ�GHYHORSLQJ�'*� IDFLOLWLHV��$Q�H[SDQVLRQ�RI� WKHVH�SURJUDPV�
would both provide continuity in the marketplace and allow planners to select the lowest-cost projects from 
a highly competitive wholesale DG market.

&DOLIRUQLD¶V�FXUUHQW�'*�SURFXUHPHQW�SURJUDPV�GR�QRW�SULRULWL]H�GHYHORSPHQW�LQ�KLJKHU�YDOXH�ORFDWLRQV��KDY-
ing the lowest interconnection costs and the greatest potential to defer utility upgrades to their transmis-
VLRQ�DQG�GLVWULEXWLRQ�V\VWHPV��/RFDWLQJ�'*�QHDU�VXEVWDWLRQV� LV� UHJXODUO\�FLWHG�DV�EHLQJ�EHQH¿FLDO�� �%RWK�
WKH�4)�SURJUDP�DQG�WKH�5$0�DOORZ�SDUWLFLSDQWV�WR�
interconnect to the transmission system and they 
do not provide any guidance regarding high value 
ORFDWLRQV��:KLOH� WKH�),7� UHTXLUHV� LQWHUFRQQHFWLRQ�
WR�XWLOLWLHV¶�GLVWULEXWLRQ�V\VWHPV��ZKLFK�HQFRXUDJHV�
WKH� ORFDWLRQ�VSHFL¿F� EHQH¿WV� RI�'*� WR� VRPH�GH-
JUHH�� WKH�),7� LV�QRW�DV�HIIHFWLYH�DV� LW�FRXOG�EH� LQ�
incentivizing development in higher-value areas. 

/RFDWLQJ� RQ� WKH� GLVWULEXWLRQ� V\VWHP� LV� RQO\� RQH�
factor relevant to determining whether a project is 
of high value. Procurement programs could use 
a more nuanced view of DG that looks at more 
than whether a project has a distribution or trans-
mission level interconnection, particularly in light 
of the amount of sub-transmission in place in the 
state. Going forward, DG developers that locate in 
higher-value areas under wholesale procurement 
SURJUDPV�VKRXOG�EH�FRPSHQVDWHG�IRU�WKH�EHQH¿WV�
DVVRFLDWHG�ZLWK�WKHLU�VLWH�VHOHFWLRQ��)RU�H[DPSOH��
D�SURFXUHPHQW�SURJUDP��VXFK�DV�WKH�5$0�RU�WKH�
),7�� FRXOG� TXDQWLI\� WKH� EHQH¿W� RI� ORFDWLQJ�'*� LQ�
particular higher-value areas and provide an ap-
propriate price signal to locate in those areas. 
&RPSHQVDWLQJ�JHQHUDWRUV�IRU�WKH�EHQH¿W�UDWHSD\-
HUV�UHFHLYH�WKURXJK�JULG�EHQH¿WV��VXFK�DV�DYRLGHG�
infrastructure investment, should hold ratepayers 
indifferent to the program. Providing compensa-
tion would encourage projects to locate in high 
value areas, where higher land costs may other-
wise discourage them from locating.

6

Solar panels on San Francisco’s Moscone Center

4. Adjust DG procurement programs to incentivize development in higher-
value locations

 Photo credit: Penni Gladstone



&DOLIRUQLD¶V�'*�LQWHUFRQQHFWLRQ�SURFHVV²5XOH���²SURYLGHV�H[SHGLWHG�LQWHUFRQQHFWLRQ�IRU�JHQHUDWRUV�WKDW�SDVV�
FHUWDLQ�WHFKQLFDO�UHYLHZ�VFUHHQV��ZKLFK�DOUHDG\�KDV�WKH�HIIHFW�RI�SURPRWLQJ�LQWHUFRQQHFWLRQ�LQ�ORDG�SRFNHWV��1HY-
HUWKHOHVV��5XOH����FRXOG�EH�LPSURYHG�WR�IXUWKHU�LQFHQWLYL]H�LQWHUFRQQHFWLRQV�LQ�VXFK�KLJKHU�YDOXH�DUHDV��,Q�SDUWLFX-
lar, the rule could provide greater cost certainty related to interconnecting in these areas, as well as greater cer-
tainty regarding the time the interconnection process would take in these areas. Importantly, such certainty could 
EH�SURYLGHG�ZLWKRXW� LPSDFWLQJ� UDWHSD\HUV��7R�SURYLGH�FHUWDLQW\� UHJDUGLQJ�FRVWV�DQG� WLPHOLQHVV��5XOH����FRXOG�
specify prioritized interconnection zones that met a set of criteria that align with the highest value locations on the 
GLVWULEXWLRQ�V\VWHP�ZLWKLQ�HDFK�XWLOLW\¶V�VHUYLFH�WHUULWRU\��7KHVH�SULRULWL]HG�LQWHUFRQQHFWLRQ�]RQHV�FRXOG�RYHUODS�ZLWK�
WKH�KLJKHU�YDOXH�DUHDV�LGHQWL¿HG�LQ�SURFXUHPHQW�SURJUDPV��VXFK�DV�WKH�5$0�DQG�WKH�),7��ZKLFK�ZRXOG�EH�HOLJLEOH�
IRU�DSSURSULDWH�FRPSHQVDWLRQ��DV�GHVFULEHG�DERYH��%\�FOHDUO\�GH¿QLQJ�WKH�FRQWRXUV�RI�WKHVH�KLJKHU�YDOXH�DUHDV�
consistently across interconnection and procurement policies, it should be possible to more precisely quantify the 
EHQH¿WV�SURYLGHG�E\�'*�ORFDWHG�LQ�WKHVH�DUHDV�DQG�LQFHQWLYL]H�GHYHORSPHQW�DFFRUGLQJO\�

7KH�SURFHVV�RI�REWDLQLQJ�QHFHVVDU\�HQYLURQPHQWDO�� ODQG�XVH��DQG�EXLOGLQJ�SHUPLWV� FRQWULEXWHV� VLJQL¿FDQWO\� WR�
WKH�FRVWV�RI�'*�V\VWHPV���$V�URRIWRS�'*�FRQWLQXHV�WR�JURZ�LQ�SRSXODULW\��PXQLFLSDOLWLHV�DUH�DW�ULVN�RI�EHLQJ�RYHU-
ZKHOPHG�E\�WKH�YROXPH�RI�DSSOLFDWLRQV�DQG�WKXV�ZLOO�EHQH¿W�IURP�SURDFWLYHO\�UHGHVLJQLQJ�WKHLU�SHUPLWWLQJ�SURFHVV�
WR�EH�PRUH�HI¿FLHQW��ZKLFK�EHQH¿WV�ERWK�WKH�PXQLFLSDO�VWDII�DV�ZHOO�DV�VRODU�GHYHORSHUV�DQG�FXVWRPHUV��7KH�VWDWH�
should continue to support efforts that encourage consistency across municipalities where possible.  Similarly, 
many communities are facing a high volume of applications for ground mounted DG systems but have not yet 
LQFRUSRUDWHG� UHQHZDEOH� HQHUJ\� V\VWHPV� LQWR� WKHLU� FRPSUHKHQVLYH� SODQV�� �$GYDQFHG� FRPSUHKHQVLYH� SODQQLQJ�
in California can further drive renewable energy systems into high value locations.  Planning efforts can avoid 
FRQÀLFW�ZLWK�RWKHU�XVHV��SUHYHQW�DSSOLFDWLRQV�LQ�LPSUDFWLFDO�ORFDWLRQV��DQG�DSSURSULDWHO\�PLWLJDWH�WKH�LQGLYLGXDO�DQG�
cumulative environmental impacts of ground-mounted renewable energy systems being installed in the state. 
([SHGLWHG�SHUPLWWLQJ�SURFHVVHV�FDQ�DOVR�SURPRWH�ORFDWLRQ�ZLWKLQ�SUHYLRXVO\�LGHQWL¿HG�UHQHZDEOH�HQHUJ\�]RQHV��
/RFDO�JRYHUQPHQW�VKRXOG�EH�DVNHG�WR�DFWLYHO\�LGHQWLI\�DQG�SDUWLFLSDWH�LQ�WKH�IDFLOLWDWLRQ�RI�'*�LQ�KLJK�YDOXH�DUHDV��

Through various statutory provisions, California law currently requires utilities to incorporate DG into utility dis-
tribution system planning and operation, and the CPUC has taken steps toward accomplishing this goal through 
FRQWUDFWLQJ�UHTXLUHPHQWV�DQG�RWKHU�PHDVXUHV��+RZHYHU�PXFK�SURJUHVV�UHPDLQV�WR�EH�PDGH��7KH�XWLOLWLHV�RIWHQ�
SRLQW�RXW�WKDW�WKH�GLVWULEXWLRQ�V\VWHP�ZDV�RQO\�GHVLJQHG�ZLWK�RQH�ZD\�SRZHU�ÀRZ�LQ�PLQG���7KLV�WKLQNLQJ�DOVR�DS-
pears to pervade the way that distribution system planning is approached, with a singular focus on customer load.  
+RZHYHU��DV�WKH�VXFFHVV�RI�1(0�LQ�&DOLIRUQLD�VXJJHVWV��FRQVXPHU�SUHIHUHQFHV�DUH�FKDQJLQJ�DQG�XWLOLW\�SODQQLQJ�
and management of the distribution grid should evolve in response.  Distribution system planning that focuses 
purely on changes in load without taking into account that a portion of this load will likely be served locally by DG 
is unrealistic. Utilities do not have direct control over DG locations as developers may choose to site in locations 
ZLWK�OHVV�JULG�YDOXH�GXH�WR�ODQG�FRVWV�DQG�RWKHU�IDFWRUV��1RQHWKHOHVV��'*�VLWHG�LQ�KLJKHU�YDOXH�DUHDV�ZRXOG�EH�
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5. Use interconnection policy to identify and incentivize DG development in 
higher-value locations.

6. Encourage jurisdictions to improve and streamline permitting processes 
for rooftop and ground-mounted DG systems.

7. Incorporate DG into utility distribution system planning and operations to 
cost-effectively integrate high penetrations of DG.
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PRUH�HI¿FLHQW�DQG�FRVW�HIIHFWLYH�WKDQ�PDNLQJ�FRVWO\�GLVWULEXWLRQ�XSJUDGHV�WR�IDFLOLWDWH�GHYHORSPHQW�LQ�UHPRWH�SDUWV�
RI�XWLOLWLHV¶�GLVWULEXWLRQ�V\VWHPV��*RLQJ�IRUZDUG��XWLOLWLHV�VKRXOG�EH�GHVLJQLQJ�D�V\VWHP�WKDW�FDQ�DFFRPPRGDWH�EL�
GLUHFWLRQDO�ÀRZ�DQG�LQFRUSRUDWLQJ�UHDVRQDEOH�DVVXPSWLRQV�DERXW�FKDQJHV�LQ�GLVWULEXWLRQ�V\VWHP�FKDUDFWHULVWLFV�LQ�
light of the shift towards increasing penetrations of DG. 

By concentrating DG and energy storage in high value locations, 
utilities could also avoid costly investments in transmission assets. 
To effectively avoid unnecessary transmission investment, how-
ever, transmission planning must incorporate realistic assumptions 
about DG growth and cost-effectiveness, as well. In addition, utili-
ties should consider the alternative of integrating energy storage to 
¿UP�'*�FDSDFLW\�DV�DQ�DOWHUQDWLYH�WR�EXLOGLQJ�RXW�QHZ�WUDQVPLVVLRQ�
LQIUDVWUXFWXUH�� ,W� LV� OLNHO\� WKDW� ]RQHV� ZKHUH� H[LVWLQJ� WUDQVPLVVLRQ�
FRQVWUDLQWV�UHVXOW� LQ� ORFDO� UHVRXUFH�DGHTXDF\�EHQH¿WV� IRU�'*�DQG�
FR�ORFDWHG�VWRUDJH��VXFK�DV�LQ�6DQ�'LHJR�*DV�	�(OHFWULF¶V�VHUYLFH�
territory, would initially be most cost-effective in this respect. Ulti-
mately, if investment in DG and co-located storage is more cost-
effective than investment in transmission infrastructure, ratepayers 
VKRXOG�EHQH¿W�IURP�LQFUHDVHG�UHOLDELOLW\�ZLWKRXW�SD\LQJ�KLJKHU�UDWHV��

Effective policy design aligns incentives across market participants 
LQ� RUGHU� WR� DFKLHYH� WKH� SROLF\¶V� JRDOV�� ,Q� HDFK� RI� RXU� SULQFLSOHV�
above, IREC recommends rewarding market participants for mak-
ing or facilitating choices that align with state clean energy policy 
JRDOV�� LQ� SDUWLFXODU� WKH� GHYHORSPHQW� RI� KLJKHU�YDOXH�'*��$FFRUG-
ingly, retail utility rates should be designed to allow utilities to recover prudent investments that facilitate growth in 
higher-value DG, along with a reasonable rate of return.  Recent and ongoing research shows that an important 
FRPSRQHQW�RI�DYRLGLQJ�FURVV�VXEVLGLHV�EHWZHHQ�1(0�DQG�QRQ�1(0�FXVWRPHUV� LV�HQVXULQJ� WKDW� UDWHV�DUH�GH-
VLJQHG�LQ�D�PDQQHU�WKDW�UHÀHFWV�ERWK�WKH�FRVWV�DQG�WKH�EHQH¿WV�RI�FXVWRPHU�LQYHVWPHQW�LQ�'*��5HJDUGOHVV�RI�KRZ�
rate redesign is achieved, it should fairly compensate utilities as well as California ratepayers and DG developers. 

The growth of DG in California offers enormous opportunity for the state, but the full value of these invest-
ments will only be realized if focused attention is paid to encouraging development in the highest value 
locations.  IREC believes that the policy recommendations above will help to build a cohesive approach to 

sustainable DG growth across the state.  

8. Incorporate realistic assumptions about DG growth and cost-effective-
ness into transmission planning.

9. Align market participants’ incentives in a 
way that encourages higher-value DG.

CONCLUSION


