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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE 

STATE OF CALIFORNIA 

Order Instituting Rulemaking on the 
Commission’s Own Motion into combined heat 
and power Pursuant to Assembly Bill 1613. 

)
) 
) 

Rulemaking 08-06-024 
(Filed June 26, 2008) 

REPLY COMMENTS OF SOUTHERN CALIFORNIA EDISON COMPANY (U-338E) 
ON AB 1613 PAY-AS-YOU-SAVE PILOT 

Pursuant to the Ruling of Administrative Law Judge Yip-Kikugawa, dated May 11, 2010, 

Southern California Edison Company (“SCE”) submits this reply to parties’ opening comments 

on the Pay-As-You-Save (“PAYS”) Pilot Program for certain Combined Heat and Power 

(“CHP”) units pursuant to Assembly Bill (“AB”) 1613. 

I. 

REPLY 

A. Concerns Raised By Parties Necessitate A Workshop And Further Commission 

Consideration Of The PAYS Pilot Program. 

Parties raised many similar concerns about a utility-as-lender PAYS Pilot Program.  For 

example, like SCE, Pacific Gas and Electric (“PG&E”) and Sierra Pacific both propose that 

investor-owned utilities (“IOUs”) should not be required to lend funds to CHP participants under 

the PAYS Pilot program.  As PG&E noted, “it has neither the funds nor the resources to 

implement a CHP customer financing program,” and the numerous risks to the IOU’s non-

participating customers “indicate that an alternative to IOU financing must be found to meet the 
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requirement that all PAYS pilot program costs be recovered only from program participants.”1  

Sierra Pacific echoed these concerns, stating: 

“Sierra is not a lending institution and is not designed to function as one.  

Therefore, to reduce potential risks and liabilities associated with a pay-as-you-

save pilot program, Sierra would be required to develop and implement rigorous 

safeguards in an arena in which it typically does not operate and which – for 

reasons previously stated – there is no reasonably anticipated market demand.  

Such a process is inefficient and is bound to produce inefficient results.  These 

inefficiencies will needlessly increases (sic) costs for both Sierra’s ratepayers and 

any potential eligible customers.”2 

SCE agrees with these concerns and urges the California Public Utilities Commission 

(“Commission”) to consider the costs, risks, and legal and financial ramifications of adopting a 

utility-as-lender model for the PAYS Pilot Program.  As SCE explained in its opening 

comments, for the sake of both simplicity and lawful program implementation, SCE continues to 

advocate a model that utilizes third party lenders. 

Numerous parties also highlighted the statutory mandate that “all costs of the pay-as-you-

save program or financing mechanisms shall be borne solely by the combined heat and power 

generators that use the program or financing mechanisms, and the commission shall ensure that 

the costs of the program are not shifted to the other customers or classes of customers of the 

electrical corporation.”3  For example, PG&E urges the Commission to conduct research to 

ensure that a program can actually be developed that will comply with this mandate.  San Diego 

Gas & Electric (“SDG&E”) notes that “a no cross-subsidy” requirement is a critical component 

                                                 

1  PG&E Opening Comments, at 4-5. 
2  Sierra Pacific Opening Comments, at 4. 
3  Pub. Util. Code § 2842.4(e).  SDG&E seems to suggest that there is some ambiguity in this language as to 

whether both the “technical” costs and the “programmatic” costs are to be borne by participating borrowers.  
The statutory language in this respect is in fact clear:  AB 1613 provides that all costs of the PAYS Pilot 
Program shall be borne by the CHP generators using the program. 
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as to how any CHP financing effort will be run.”4  SCE agrees with these concerns, as well as 

PG&E’s conclusion that this statutory mandate argues in favor of a third party lending model. 

Lastly, parties raise numerous other questions that must be addressed by the Commission 

concerning the source of funding, participant credit requirements, default eventualities, payment 

stream calculations, and more.  These questions, as well as those raised in SCE’s opening 

comments must be addressed before the PAYS Pilot Program can be implemented.  SCE thus 

urges the Commission to hold a workshop (or series of workshops, if appropriate) to address 

these issues. 

B. The Commission Need Not Consider A Utility-Owned Leasing Option. 

SDG&E suggests that the Commission concurrently explore a model in which utilities 

develop CHP facilities and lease them to eligible customers.  SCE respectfully suggests that 

exploring utility-owned CHP would raise new issues and will not help in resolving the myriad 

challenges to developing the PAYS Pilot Program, and therefore would be an unnecessary use of 

time and resources.  A leasing program is not contemplated by, and has no relationship to, the 

PAYS Pilot Program, which is designed to allow a customer to “finance all of the upfront costs 

for the purchase and installation of a combined heat and power system.”5  There is no mention of 

utility-owned generation or the leasing of utility-owned generation in this section of AB 1613. 

C. The Energy Efficiency Program Cannot Serve As A Model For The Pays Pilot 

Program. 

SCE agrees with PG&E that the Energy Efficiency (“EE”) Program is not an appropriate 

model for the PAYS Pilot Program.6  Although SDG&E seems to indicate that the EE Program 

can serve as a workable model, SDG&E acknowledges that a number of key issues would need 

to be “addressed from a ‘programmatic’ perspective in order to move ahead,” including 
                                                 

4  SDG&E Opening Comments, at 5. 
5  Pub. Util. Code § 2842.4(c). 
6  PG&E Opening Comments, at 5-6. 



 

 4

“treatment of on-going administrative costs, program design/implementation considerations, 

creditworthiness standards and treatment of loan defaults.” 7  In fact, this list of necessary 

modifications is far from exhaustive.  Given the number of fundamental differences between the 

two programs, the EE Program simply cannot serve as a viable model for the PAYS Pilot 

Program. 

II. 

CONCLUSION 

SCE appreciates the opportunity to comment on the development of the AB 1613 PAYS 

Pilot Program.  For the reasons discussed herein as well as in SCE’s opening comments, SCE 

recommends that the Commission conduct workshops to consider the questions raised by parties 

and pursue the selection of third party lenders for PAYS Pilot Program loans.    

 

Respectfully submitted, 
 
MICHAEL D. MONTOYA 
AMBER DEAN WYATT 
TYLER R. JOHNSON 
 

/s/      Amber Dean Wyatt 
By: Amber Dean Wyatt 

Attorneys for 
SOUTHERN CALIFORNIA EDISON COMPANY 

2244 Walnut Grove Avenue 
Post Office Box 800 
Rosemead, California  91770 
Telephone: (626) 302-6961 
Facsimile: (626) 302-7740 
E-mail: Amber.Wyatt@sce.com 

Dated: June 4, 2010 
 

                                                 

7  SDG&E Opening Comments, at 2-3. 
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505 VAN NESS AVENUE                       505 VAN NESS AVENUE                      
SAN FRANCISCO, CA  94102-3214             SAN FRANCISCO, CA  94102-3214            
                                                                                   
                                                                                   
CURTIS SEYMOUR                            DAVID PECK                               
CALIF PUBLIC UTILITIES COMMISSION         CALIF PUBLIC UTILITIES COMMISSION        
ENERGY DIVISION                           ELECTRICITY PLANNING & POLICY BRANCH     
AREA 4-A                                  ROOM 4103                                
505 VAN NESS AVENUE                       505 VAN NESS AVENUE                      
SAN FRANCISCO, CA  94102-3214             SAN FRANCISCO, CA  94102-3214            
                                                                                   
                                                                                   
DOROTHY DUDA                              ELIZABETH STOLTZFUS                      
CALIF PUBLIC UTILITIES COMMISSION         CALIF PUBLIC UTILITIES COMMISSION        
DIVISION OF ADMINISTRATIVE LAW JUDGES     ENERGY DIVISION                          
ROOM 5109                                 AREA 4-A                                 
505 VAN NESS AVENUE                       505 VAN NESS AVENUE                      
SAN FRANCISCO, CA  94102-3214             SAN FRANCISCO, CA  94102-3214            
                                                                                   
                                                                                   
HARVEY Y. MORRIS                          JENNIFER KALAFUT                         
CALIF PUBLIC UTILITIES COMMISSION         CALIF PUBLIC UTILITIES COMMISSION        
LEGAL DIVISION                            ENERGY DIVISION                          
ROOM 5036                                 AREA 4-A                                 
505 VAN NESS AVENUE                       505 VAN NESS AVENUE                      
SAN FRANCISCO, CA  94102-3214             SAN FRANCISCO, CA  94102-3214            
                                                                                   
                                                                                   
KARIN M. HIETA                            MARSHAL B. ENDERBY                       
CALIF PUBLIC UTILITIES COMMISSION         CALIF PUBLIC UTILITIES COMMISSION        
ENERGY PRICING AND CUSTOMER PROGRAMS BRA  ELECTRICITY PLANNING & POLICY BRANCH     
ROOM 4102                                 ROOM 4102                                
505 VAN NESS AVENUE                       505 VAN NESS AVENUE                      
SAN FRANCISCO, CA  94102-3214             SAN FRANCISCO, CA  94102-3214            
FOR: ENERGY DIVISION                      FOR: DRA                                 
                                                                                   
                                                                                   
MICHAEL COLVIN                            RAHMON MOMOH                             
CALIF PUBLIC UTILITIES COMMISSION         CALIF PUBLIC UTILITIES COMMISSION        
POLICY & PLANNING DIVISION                ELECTRICITY PLANNING & POLICY BRANCH     
ROOM 5119                                 ROOM 4102                                
505 VAN NESS AVENUE                       505 VAN NESS AVENUE                      
SAN FRANCISCO, CA  94102-3214             SAN FRANCISCO, CA  94102-3214            
                                                                                   
                                                                                   
THOMAS ROBERTS                            TRACI BONE                               
CALIF PUBLIC UTILITIES COMMISSION         CALIF PUBLIC UTILITIES COMMISSION        
ENERGY PRICING AND CUSTOMER PROGRAMS BRA  LEGAL DIVISION                           
ROOM 4104                                 ROOM 5031                                
505 VAN NESS AVENUE                       505 VAN NESS AVENUE                      
SAN FRANCISCO, CA  94102-3214             SAN FRANCISCO, CA  94102-3214            
                                                                                   
                                                                                   
LINDA KELLY                               GALEN LEMEI                              
ELECTRICITY ANALYSIS OFFICE               CALIFORNIA ENERGY COMMISSION             
CALIFORNIA ENERGY COMMISSION              1516 9TH STREET                          
1516 9TH STREET, MS 20                    SACRAMENTO, CA  95814-5512               
SACRAMENTO, CA  95814                                                              
FOR: CALIFORNIA ENERGY COMMISSION                                                  
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