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PACIFIC GAS AND ELECTRIC COMPANY’S (U 39-E)
OPENING BRIEF ON THE IMPACT OF SENATE BILL 32
AND ASSEMBLY BILL 920

L INTRODUCTION

Pacific Gas and Electric Company (“PG&E”) submits this brief in response to the
Administrative Law Judge’s (“ALJ”) Ruling served on October 30, 2009, in which the ALJ
requested briefs on whether Senate Bill (“SB”) 32Y or Assembly Bill (“AB”) 920% impact
PG&E’s proposed Photovoltaic (“PV”’) Program in any material way.i/ PG&E submits that
neither SB 32 nor AB 920 has any material impact on the California Public Utility Commission’s
(“Commission”) decision in the present proceeding, for the reasons discussed in more detail
below. The potentially overlapping issues raised by these new statutes are not materially
different than the issues already addressed in the record of this proceeding.

SB 32 directs the Commission to consider increasing the maximum size of generation
facilities eligible for the existing feed-in tariff (“FIT”) from 1.5 megawatts (“MW”) to 3 MW
and raises the program’s statewide cap from 500 MW to 750 MW.¥ The price of energy
delivered under the expanded FIT will be the Market Price Referent (“MPR”), including all

1/ Stats. 2009, ch. 328.

2/ Stats. 2009, ch. 376.

3/ ALJ’s Ruling Requesting Briefs on the Impact of SB 32 and AB 920 (“ALJ’s Ruling”) at p. 2 (October 30,
2009).

4/ Pub. Util. Code § 399.20(b)(1); 399.20()(2).
5/ Id. at § 399.20(f).



current and anticipated environmental compliance costs, which may be adjusted on a time-of-
delivery basis.?

AB 920 allows certain customers who have installed solar, wind, or solar/wind hybrid
systems with a capacity of 1 MW or less on their own premises to offset part or all of the
customer’s own load to receive a credit for net surplus energy that the customer generates over a
12-month period.” The price paid for the net surplus energy will be determined by the
Commission based on its determination of what is “just and reasonable” and leaves other
ratepayers unaffected or indifferent.”

The ALJ’s Ruling asked parties to address whether the price, the MW capacity of
individual projects, and the structure offered under these statutes” may impact the proposed PV
Program and, if so, whether these impacts are material enough to affect the Commission's
decision on the PV Program.'”

II. SB 32 DOES NOT MATERIALLY IMPACT THE PV PROGRAM

The potential expansion of the FIT program from 1.5 MW to 3 MW does not materially
impact the proposed PV Program because: (1) the parties have already had an opportunity to
address the overlap of the two programs; (2) the facilities targeted by the PV Program are
unlikely to participate in the FIT; and (3) it is unlikely that SB 32 will be implemented on the
same schedule as the PV Program.

First, the existing FIT with a size cap of 1.5 MW has been in place since PG&E proposed
the PV Program in February 2009. In fact, PG&E noted the existence of the 1.5 MW FIT in its

opening testimony and stated that the PV Program is designed to complement, rather than

6/ Id. at § 399.20(d).
7/ See Pub. Util. Code §§ 2827(b)(4), (b)(6), (c)(1), (h)(3).
8/ Id. at § 2927(h)(4)(A).

9/ Because the ALJ’s Ruling specifically notes that SB 32 and AB 920 will be implemented in other
proceedings (ALJ Ruling at p. 2, n.2), PG&E’s brief addresses only whether these statutes can reasonably
be expected to materially impact the PV Program proposal, and PG&E accordingly reserves its comments
on the implementation of SB 32 and AB 920 for future proceedings.

10/ See ALJ Ruling at p. 2.



compete, with the FIT 1V

There was very little, if any, concern raised by the parties regarding
the potential overlap between the existing FIT and the PV Program, and for good reason: The
price of the existing FIT is limited to the MPR (currently about $111/MWh for a baseload, 20-
year contract'?), which is less than half of the $246/MWh that the record of this proceeding
shows it will cost to develop qualifying mid-sized PV installations. In short, there is no practical
overlap between the FIT and PV Program because mid-sized PV installations would likely not be
built at the price offered by the existing FIT. Past experience bears out this presumption, since
the FIT has not led to the development of any mid-sized PV in PG&E’s service territory.'¥
Second, SB 32 allows the FIT to be expanded to a maximum capacity of 3 MW, but it is
unlikely to materially increase the price offered for the energy. The price paid for energy under
SB 32 will be the MPR including “all current and anticipated environmental compliance costs,
including, but not limited to, mitigation of emissions of greenhouse gases and air pollution

offsets . .. ¥

The MPR is generated from the total installed capital costs of a combined-cycle
gas-fired generation facility,” and therefore already captures the full costs of development of the
reference proxy plants, including presumably air pollution offsets that would be required for
development. Additionally, the most recent MPR values already include the anticipated costs of
compliance with likely GHG regulatory regimes.’® Accordingly, it is possible that the price
offered under SB 32 for FIT contracts will be no higher than prices offered under the existing
FIT, and in any case the price is unlikely to be significantly higher. As noted above, this pricing
makes it highly unlikely that the SB 32 FIT will attract investment in mid-sized PV over the 5-

year period of the PV Program.

—_—

1
2

~

See Exhibit (“Exh.”) 1, Testimony of Fong Wan, at p. 1-7, lines 21-14.
Commission Resolution (“R.”) E-4214, at p. 1 (December 18, 2008).

See PG&E’s Existing Executed Feed-In Tariff Contracts (available at
http://www.pge.com/b2b/energysupply/wholesaleelectricsuppliersolicitation/standardcontractsforpurchase/)
(last updated in October 2009).

—_—
~

—
~

14/ Cal. Pub. Util. Code § 399.20(d)(1).
15/ R. E-4214 atp. 16.
16/ See id., at pp. 14-15.



Third, it is uncertain when SB 32 will be implemented. SB 32 contains no definitive
timeline for implementation, and, given the other numerous pressing RPS matters pending at the
Commission, it may be some time before the SB 32 program is fully implemented. If the PV
Program is approved in February, consistent with the current schedule, PG&E intends to issue its
first Request for Offers (“RFO”) in mid-2010, which is likely to be before the SB 32 program is
fully implemented.

III. AB 920 DOES NOT MATERIALLY IMPACT THE PV PROGRAM

The principal change enacted by AB 920 is to allow California Solar Initiative (“CSI”)
net-metered customers to receive compensation for any net surplus energy they generate. AB
920 does not change the existing CSI size cap of | MW or less.*Z Accordingly, there is no
overlap with the power purchase agreement component of the PV Program.”¥  Although PG&E
has reserved the option in its proposal for utility-owned generation under the PV Program to
develop projects less than 1 MW, these projects, if any, would not be a significant portion of the
total and would only be built where the projects complement rather than compete with the CSI
program.” The potential for competition between CSI and the PV Program has been
significantly litigated in this proceeding, and nothing in AB 920 materially impacts the
arguments already made by parties. It is worth noting that although CSI customers will be able
to receive compensation for net surplus energy, they are still required to size their installations to
offset their own load.2%" This requirement, in combination with the I MW CSI cap, minimizes
the potential that a customer would see CSI as a viable wholesale generation opportunity

competing with the PV Program.

17/ Cal. Pub. Util. Code § 2827(b)(4).
18/ See Exh. 1, at p. 3-3, lines 14-15.
19/ See Exh. 1, at p. 2-2, lines 24-25.
20/ Cal. Pub. Util. Code § 2827(b)(4).



Because neither SB 32 nor AB 920 materially impacts PG&E’s proposed PV Program,
PG&E respectfully requests that this proceeding remain submitted for a decision on the existing

record.
Respectfully submitted,

M. GRADY MATHAI-JACKSON
CHARLES R. MIDDLEKAUFF

By /s/
M. GRADY MATHAI-JACKSON
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FOR: Southern California Edison

Email: angelica.morales@sce.com

Status: PARTY

SUE KATELEY EXECUTIVE DIRECTOR

CALIFORNIA SOLAR ENERGY INDUSTRIES ASSN

PO BOX 782

RIO VISTA CA 94571
FOR: The California Solar Energy Industries Association
Email: info@calseia.org
Status: PARTY

CURTIS KEBLER DIRECTOR-ORIGINATION
SEMPRA GENERATION
101 ASH ST, HQ14D
SAN DIEGO CA 92101
Email: ckebler@SempraGeneration.com
Status: INFORMATION

SARA BIRMINGHAM DIRECTOR, WESTERN POLICY
SOLAR ALLIANCE
646 19TH AVE
SAN FRANCISCO CA 94121
FOR: Solar Alliance
Email: sara@solaralliance.org
Status: INFORMATION

SOLAR POWER PARTNERS, INC.
100 SHORELINE HIGHWAY STE 210 BLDG B
MILL VALLEY CA 94941
Email: docket@solarpowerpartners.com
Status: INFORMATION

JANET A. GAGNON

SOLAR WORLD CALIFORNIA

4650 ADOHR LANE

CAMARILLO CA 93012
Email: janet.gagnon@solarworld-usa.com
Status: INFORMATION

CASE ADMINISTRATION
SOUTHERN CALIFORNIA EDISON COMPANY
2244 WALNUT GROVE AVE
ROSEMEAD CA 91730
Email: case.admin@sce.com
Status: INFORMATION

SETH D. HILTON

STOEL RIVES, LLP

555 MONTGOMERY ST., STE 1288

SAN FRANCISCO CA 94111
Email: sdhilton@stoel.com
Status: INFORMATION

ELENA GIL
THE GREENLINING INSTITUTE
1918 UNIVERSITY AVE, 2ND FLR
BERKELEY CA 94704
FOR: The Greenlining Institute
Email: elenag@greenlining.org
Status: PARTY
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STEPHANIE C. CHEN
THE GREENLINING INSTITUTE
1918 UNIVERSITY AVE, 2ND FLR
BERKELEY CA 94704
Email: stephaniec@greenlining.org
Status: INFORMATION

MATTHEW FREEDMAN ATTORNEY
THE UTILITY REFORM NETWORK
115 SANSOME ST, STE 900
SAN FRANCISCO CA 94104
FOR: The Utility Reform Network
Email: matthew@turn.org
Status: PARTY

KEVIN ANDERSON
UBS INVESTMENT RESEARCH
1285 AVE OF THE AMERICAS
NEW YORK NY 10019

Status: INFORMATION

JOHN PIMENTEL
WHITE HAT ENERGY
168 EAST CREEK DRIVE, STE D
MENLO PARK CA 94025
Email: jpimentel@worldwasteintl.com
Status: INFORMATION

BRIAN T. CRAGG ATTORNEY

GOODIN MACBRIDE SQUERI RITCHIE & DAY

505 SANSOME ST, STE 900

SAN FRANCISCO CA 94111
FOR: The Independent Energy Producers Association
Email: bcragg@gmssr.com
Status: PARTY

ADAM BROWNING

THE VOTE SOLAR INITIATIVE

300 BRANNAN ST, STE 609

SAN FRANCISCO CA 94107
FOR: The vote Solar Initiative
Email: abrowning@votesolar.org
Status: PARTY

JULIEN DUMOULIN-SMITH ASSOCIATE ANALYST
UBS INVESTMENT RESEARCH
1285 AVE OF THE AMERICAS
NEW YORK NY 10019
Email: julien.dumoulin-smith@ubs.com
Status: INFORMATION
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