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BRIEF OF THE CALIFORNIA FARM BUREAU FEDERATION ON
IMPLEMENTATION OF SENATE BILL 32

l. INTRODUCTION

In accordance with the Administrative Law Judge’s Ruling Setting
Schedule for Briefs on Implementation of Senate Bill 32 dated January 27, 2011
(Ruling) the California Farm Bureau Federation (Farm Bureau)' submits its brief.
The ALJ Ruling originally established March 4, 2011, as the due date for the
briefs, but was later extended to March 7 by the ALJ’s Ruling dated February 17.
Farm Bureau appreciates the opportunity the Commission has presented in
setting the stage for continued discussion about renewable distributed
generation. Several of the issues to be addressed have arisen in other CPUC
dockets. As this matter progresses, it is important to recognize the value to
stakeholders that consistent treatment of issues will have.

As directed by the Ruling Farm Bureau addresses the issues that have
been presented for consideration, noting where appropriate which issues have
not been addressed. In framing its discussion of the delineated issues, Farm
Bureau’s focus is on systems that are 1 MW and smaller. Initially, however,
Farm Bureau sets out some overarching policy perspectives about the
implementation of SB 32 as a tool for the support of renewable distributed

generation in the state.

! The California Farm Bureau Federation is California’s largest farm organization with more than
76,500 agricultural and associate members in 53 county Farm Bureaus. California farmers and
ranchers sell $24.8 billion in agricultural products annually, accounting for 9 percent of the gross
state product, and hundreds of thousands of jobs in California.



Il. THE IMPLEMENTATION OF SB 32 AFFORDS THE CPUC A TIMELY
OPPORTUNITY TO CREATE VIABLE PATHWAYS FOR THE
SUPPORT OF DISTRIBUTED GENERATION
There can be no argument that a significant number of programs, tariffs,

rules and proceedings are in place to encourage development of renewable

distributed generation. High expectations were attached to the enactment of the
feed-in-tariffs or FITs. (D.07-07-027). It was anticipated that standardized tariffs
and contracts for the purchase of customer-owned generation would limit
negotiations and delays in connecting the equipment. The FITs also opened up
opportunities for all forms of renewable generation, unlike net metering statutes
which are technology specific. Agricultural customers continue to advance
efforts for self-generation beyond solar, such as bioenergy and irrigation-related
hydroelectric. The Department of Agriculture’s recently published 2009 On-Farm

Renewable Production Survey, February 2011, highlights the breadth of interest

by agriculture in California and other states in renewable generation.

(http://www.agcensus.usda.gov/Publications/2007/Online_Highlights/On-

Farm_Energy_Production/energy09.pdf).

As the FIT program has evolved, impediments to its operation as a
workable model have become increasingly apparent. The CPUC’s
implementation of SB 32 provides an opportunity to further facilitate the
substantial opportunities for renewable distributed generation that exist in this

state.



There is strong support for furthering opportunities for distributed
generation beyond just the solar energy reflected in the CSI program. As the
regulator of the major utilities in the state, the CPUC is vested with the role of
ensuring that the clear support for a policy of advancing renewable distributed
generation will result in the generation actually being operational and connected.
Farm Bureau is supportive of an increased focus on distributed generation as a
tool to reduce the reliance on large-scale renewable projects. Increasing
mandates for renewable generation in the utilities’ portfolios have increased
pressures on agricultural land resources as a venue for location of both
generation and transmission necessary to meet the mandates. By looking to a
variety of sources to meet the goals encompassed by an RPS, some pressure on
these important land resources can be diffused. As Governor Brown has
articulated such localized energy can be located close to where energy is
consumed, can be constructed relatively quickly, without new transmission lines
and even perhaps without environmental impact. (http://jerrybrown.org/jobs-
california’s-future) Currently, the opportunities to pursue renewable distributed
generation technologies other than solar is not working for many.

Farm Bureau supported the implementation of the FIT when adopted, in
part due to the apparent path to facilitate development of different types of
customer generation without constant statutory revision. However, the
complexity that developed in the FIT process since its inception has deterred
many from pursuing opportunities. Stakeholders seek to emulate the solar and

wind net metering statues for other sources of renewable generation, because



it's seen as a straight forward method of delivering customer generation and also
one that provides for a level playing field between the customer-generator and
the utility. Like the net metering statute, SB 32 has set-up parameters to assure
a balance between the two parties. As the CPUC moves forward with
implementation of SB 32 and other customer generation opportunities, new
procedures will be required to ensure legitimate opportunities for customer
generation materialize. Unless the procedures are clear for establishment of
generation and there is ongoing support for resolving problems as they arise,
customers will not invest in the opportunities. The agricultural community takes
significant risks every day in its daily business operations, and does not need to
embark on ventures with unpredictable outcomes for customer-generation.

As our position is explained in the following issue prompts, the focus is on
systems with a capacity of 1 MW and below. That threshold represents the likely
range of opportunities for facilities that will be connected at the customer level for
our members and in many instances allows for less complex and lengthy
processes for connection and operation under existing regulatory frameworks.
Stream-lined approaches appropriate for facilities 1 MW and less may be just as
useful for larger facilities.

lll. IMPLEMENTATION ISSUES FOR SB 32

1. Customers and Eligibility.

It does not appear that it is necessary to segregate the tariffs
between water/wastewater and other customers going forward, as a result

of the changes that were made to Public Utilities Code section 399.20.



The FITs which arose out of D. 07-07-027 were implemented separately
due to the specific statutory language directing development of tariffs for
water and wastewater customers. The expanded availability of the basic
contract was separate and distinct from the program to implement section
399.20. Therefore, the tariffs/standard contracts were also made separate
and distinct. (D. 07-07-027, page 42.) Since the tariffs rely on underlying
contracts for the implementation of the terms, any change at this stage to
terms and conditions of the tariffs should not be accomplished in a way
that affects existing agreements.

Farm Bureau strongly supports the continued option of the excess
sales portion of the FITs. Nothing in the language adopted by SB 32

suggests any change to the offer of such an option is warranted.

2. Increase in size of eligible facility to three MW — no position
currently.

3. Utility reporting requirements — no position currently.

4. Adjustment of program cap and allocation to 750 MW — no position
currently.

5. Yearly Inspection and Maintenance Report.

Farm Bureau is not prepared at this time to offer specific guidance
regarding what should be contained in any inspection and maintenance
report. Most likely the details would vary with the type of technology that
is used. Itis important, however, that the CPUC adopt very specific

guidance as to what is expected for compliance. Without such specificity



opportunities for disagreements between the generator and the utility
could easily arise, creating unnecessary discord and likely delay in
operations. Clearly, all parties have a strong interest in maintaining the
safety and reliability of these systems.

6. New Contract Provisions.

Section 399.20(q) requires the CPUC to ensure the contract
underlying the tariff contains provisions ensuring compliance with
applicable laws. In its implementation of the original FITs, the CPUC
authorized provisions that encompass similar concerns. For example, the
PG&E Small Renewable Generator PPA contains the following provision:

5.3 Standard of Care. Seller shall: (a) maintain and operate
the Facility and Interconnection Facilities, except facilities
installed by PG&E, in conformance with all applicable laws
and regulations and in accordance with Good Utility
Practices, as defined by PG&E’s Wholesale Distribution
Tariff and the CAISO Tariff, as they may be amended,
supplemented or replaced (in whole or in part) from time to
time; (b) obtain any governmental authorizations and permits
required for the construction and operation thereof; and (c)
generate, schedule and perform transmission services in
compliance with all applicable operating policies, criteria,
rules, guidelines and tariffs and Good Utility Practices, as
provided in clause (a) above. Seller shall reimburse PG&E
for any and all losses, damages, claims, penalties, or liability
PG&E incurs as a result of Seller’s failure to obtain or
maintain any governmental authorizations and permits
required for construction and operation of the Facility
throughout the Term of this Agreement.

Although, as addressed later in the brief, Farm Bureau disputed the

reliance on interconnection requirements other than Rule 21, based on



current information the portion of the paragraph regarding compliance with
existing laws appears to be consistent with the current provisions.
7. Utility discretion to deny tariff, subject to appeal to the Commission.

It is the parameters for an appeal of a dispute between the parties,
which may be the more important of the two sections addressed by the
issue topic. Section 399.20 (n) sets out the basis for utility denials to a
tariff request that may give rise to an appeal. In some instances they are
repetitive of other provisions contained in the statute that establish
minimum requirements for the ability of the project to proceed. As with
other provisions of the statute, which suggest technical requirements, we
do not offer recommendations on the requirements themselves. Itis
important that a process and the requirements themselves be as specific
as possible, otherwise disputes will easily arise and the CPUC’s
adjudicatory role may be called into play.

The CPUC currently has effective structures in place to facilitate an
expedited appeal process. Any appeal process established for purposes
of section 399.20(0) should be one that is workable for resolving other
disputes that arise in the context of reaching agreement on the details
necessary to make the generation operational. This provision addresses
denial of a tariff request, but as detailed later in our comments, an appeal
should be available for delays and demands that may not be strictly
characterized as denials, but so significantly undermine the ability to make

a system operational a resolution is needed. Rule 21 actually provides for



a resolution process that can be updated and used for this program. As
set forth in PG&E’s Electric Rule 21 G:
DISPUTE RESOLUTION PROCESS

The following procedures will apply for disputes arising from
this Rule:

1. The Commission shall have initial jurisdiction to interpret,
add, delete or modify any provision of this Rule or of any
agreements entered into between PG&E and the Producer
to implement this tariff (“The Implementing Agreements")
and to resolve disputes regarding PG&E’s performance of its
obligations under its tariffs, the applicable agreements, and
requirements related to the Interconnection of the Producer’s
Generating or Interconnection Facilities pursuant to this
Rule.

2. Any dispute arising between PG&E and the Producer
(individually “Party” and collectively “the Parties”) regarding
PG&E’s or Producer’s performance of its obligations under
its tariffs. The Implementing Agreements, and requirements
related to the Interconnection of Producer’s Facilities
pursuant to this Rule shall be resolved according to the
following procedures:

a. The dispute shall be reduced to writing by the
aggrieved Party in a letter (“the dispute letter”) to the other
Party containing the relevant known facts pertaining to the
dispute, the specific dispute and the relief sought, and
express notice by the aggrieved Party that it is invoking the
procedures under Section G.2. Upon the aggrieved Party
notifying the other Party of the dispute, each Party must
designate a representative with the authority to make
decisions for its respective Party and a representative with
the technical expertise for its respective Party to review the
dispute within 7 calendar days. In addition, upon receipt of
the dispute letter, PG&E shall provide the aggrieved Party all
the relevant regulatory and/or technical detail regarding any
PG&E interconnection requirements under dispute within 21
calendar days. Within 45 calendar days of the date of the
dispute letter, the Parties’ authorized representatives will be
required to meet and confer to try to resolve the dispute.

b. If a resolution is not reached within 45 calendar days
from the date of the dispute letter, either Party may request



to: (1) continue negotiations for an additional 45 days or (2)
make a written request to the Chief Administrative Law
Judge of the Commission for mediation. Alternatively, both
Parties by mutual agreement may request mediation from an
outside third-party mediator with costs to be shared equally
between the Parties.

c. If the Parties do not resolve their dispute within 90
calendar days after the date of the dispute letter, either Party
may file a Formal Complaint before (added) the
Commission pursuant to the Commission’s Rules of Practice
and Procedure Applicable to Customer Complaints.

3. Pending resolution of any dispute under this Section, the
Parties shall proceed diligently with the performance of their
respective obligations under this Rule and The Implementing
Agreements, unless The Implementing Agreements have
been terminated. Disputes as to the application and
implementation of this Section shall be subject to resolution
pursuant to the procedures set forth in this Section.
The provision establishes a working benchmark to develop an appeal
process for the purposes of this statute. Because of the importance of
working through disputes quickly, the dates and direction provided for
under the Rule 21 dispute resolution should be considered for adoption in
this context as well. With the refinement of the CPUC’s ADR Program in
recent years, it too provides a viable avenue for resolution of disputes. It
may be appropriate to dedicate a subset of the existing CPUC ADR
Program to resolving the types of disputes that are within the CPUC’s
oversight for implementation of generation. In this instance the request
would be made to the ADR Coordinator, rather than the Chief ALJ as
currently framed under Rule 21. If such efforts fail and a complaint

proceeding is instituted, it would be important to provide for expedited

treatment of such complaints to avoid costly delays.

10



8. Contract termination provisions — no position currently.
9. Performance Standards to be Established by the Commission.

The language giving rise to this issue requires standards for
facilities greater than 1 MW. The demarcation between sizes of facilities
is one of several instances that support a more simplified approach for 1
MW facilities than is applicable to other facilities. Complexities attendant to
operations have necessarily increased as the size of permissible facilities
have increased. As the parameters for establishment of rules relating to
installation and operation of projects are considered, the CPUC should
recognize the differing impacts smaller scale facilities have on the system,
as the Legislature did in this statute. Recently in D.10-12-055, the CPUC
recognized the importance and opportunities associated with smaller
systems by directing the parties to develop a simplified approach for
small-scale combined heat and power facilities:

Pacific Gas and Electric Company, San Diego Gas & Electric

Company, and Southern California Edison Company must

negotiate with the parties to develop a simplified contract for

less than 500 kilowatt hour systems; if desired, Energy

Division will host a workshop to establish guiding principles.

(D. 10-12-055 Ordering Paragraph 13, page 42.)

The agricultural community is poised to embrace a variety of
distributed renewable generation options, but even the complexities of the
current FITs as they have been implemented have acted as a significant

deterrent in some instances to pursuing and investing time and resources

into projects. This proceeding and the language of the statute provide a

11



key opportunity for the CPUC to achieve a more tailored approach to
smaller facilities.
10.  Setting the Price.
a. The price directive contained in the statute is quite specific.
SB 32 goes beyond the provisions of the current FITs, as in
addition to the pricing directive which was previously contained in
statute, current and anticipated environmental compliance costs are
delineated. The statute is crafted to allow flexibility for inclusion of
all appropriate costs referenced under the statute. Applicable costs
will vary with the technology under consideration. At this stage of
the development for the tariff, the CPUC should focus on
development of a methodology for adoption of the costs to be
included in the price.
b. Relevance of FERC Orders.
As D. 10-12-055 (page 2) described:
The FERC orders clarified that under the Public
Utility Regulatory Policies Act of 1978, 16 U.S.C.
§ 824a-3, the Commission could require California
utilities to offer contracts at Commission-
determined wholesale rates to eligible combined
heat and power (CHP) systems which participate
in the AB 1613 (Ch. 713, Stats. 2007) program,
provided that the rates did not exceed the
purchasing utilities’ avoided costs and that the
CHP systems had obtained Qualifying Facility
status under the FERC'’s regulations.

Yet again, the 1 MW threshold for generation comes into

play in navigating the interplay of the goals to integrate distributed

12



generation in California and the mandates associate with FERC
directives. To stakeholders like Farm Bureau whose focus has
been at the CPUC level and is not engaged in the FERC rules and
its jurisdictional reach on a daily basis, the interplay between the
CPUC and FERC rules is a challenge to track. FERC clearly
directs that under its Order No. 732 it will not require facilities with
net capacity of 1 MW or less to make a filing with FERC to claim
QF status, although applicants for such facilities may seek
certification if they wish to do so. When the application of net
metering enters the equation, even the need for QF status is called
into question. (See FERC Declaratory Order 129 FERC P 61,146)
Because the current FITs allowed for a net metering model (excess
sales options), they provide the CPUC with a similar framework for
pricing.

C. Customer Indifference.

The indifference requirement established by section
399.20(d)(3) is similar to other directives to the CPUC to segregate
non-participating customers from the effects of a program. For
example the net metering statute (Public Utilities Code section
2827—(4)(B)) requires that the rate does not result in a shifting of
costs between customer-generators and other bundled service
customers. Presumably the utilities have established programs,

systems and methodologies to track the differential between the

13



two. As with any revenue allocation determination, it is not a simple

analysis and requires review of the benefits and costs associated

with the tariff. That analysis cannot occur until the complete terms
of the tariff are adopted. The analysis in this case is complicated
by the fact that SB 32 removed the nexus between a retail
customer and the operation of the electric generation facility for
purposes of these tariffs.

11.  Expedited Interconnection Procedures.

Of all the issues thought to slow the operational opportunities for
distributed generation, it is the interconnection issue that has engendered
much of the debate about ways to expedite facilities. The Re-DEC
Workshop held on Friday, March 4 (which prompted the request for an
extension for submission of these briefs) highlighted the extensive debate
and effort that is underway to remedy the problems which have and
currently exist regarding interconnection procedures under the existing
FITs and other programs. It was clear from the Workshop there is a real
need to find timely solutions to the varying interpretations about applicable
procedures for interconnection. Although the language in SB 32
addressing expedited interconnection is specific to a facility that meets a
certain profile, the CPUC should use this opportunity to remedy
recognized shortcomings in existing procedures.

A number of reasons are cited for the lengthy delays and recurring

studies currently associated with the interconnection process. Examples

14



of the frustrations associated with interconnection predate the current
FITs, but the points of frustration do not seem to have improved or

changed significantly. For example, in an article entitted DG Down on the

Farm (http://www.distributedenergy.com/september-october-2005/on-the-

farm.aspx) a dairy operator, who installed a digester, noted the unusual
requirements produced by the utility to interconnect with the system and
the apparently contradictory advice presented by the engineers. The
source of the delays may vary, but the time delays all have significant
economic consequences. A project proponent speaking at the December
14, 2010, California Energy Commission Bioenergy Action Plan Workshop
relayed the ever-evolving estimates from the utility for the costs to
interconnect. (See Workshop transcript pages 44-45.) That the delays
continue to be reported, despite requests for connection and opportunities
to develop protocols, demonstrates the real need for clear requirements
and ways to resolve debates when the requirements are not as clear as
initially anticipated.

When the FITs were implemented, Farm Bureau and Sustainable
Conservation argued extensively that Rule 21 be used by all the utilities
for the interconnection procedures. The CPUC authorized PG&E to utilize
the FERC SGIP. Without the existence of a parallel universe, it is
impossible to say no delays or disputes would have arisen under Rule 21,
but as noted earlier in the brief Rule 21 does provide for an ADR process

that can and should be utilized when disputes arise. A refined process at

15



the CPUC should be a part of any focus to improve interconnection
requirements. In contrast the external arbitration provided for under the
PG&E WDAT (section 9) requires referral to a three-member arbitration
panel, an expensive undertaking for small system developers or
operators.

Like the transactions described in the Proposed Decision of ALJ
Duda in A.10-03-001, the transactions which will be governed by SB 32
will be connecting at the distribution level. Certainly, any 1 MW and below
will be. “Because the commission retains jurisdiction over distribution
facilities, Rule 21 will continue to govern interconnection of those facilities,
even if the facilities are intended to be used to facilitate a wholesale
transaction to the utility in the form of a new metering surplus.” (Pages
13-14). Only recently have utility efforts to refine their interconnection
procedures been noticed to a broad range of stakeholders. Farm Bureau
urges the CPUC to require for all systems subject to SB 32 and especially
for those 1 MW and below that oversight of the process be clearly
mandated by the CPUC procedures. Efforts to implicate CAISO and
FERC procedures can unnecessarily complicate and distort the viability of
small-scale generations.
12. Commission consideration of locational benefits — no position

currently.
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13.  Refunds of incentives pursuant to the California Solar Initiative and
the Self-Generation Incentive Program.

The purpose of the section addressing the interplay between the
net metering program and new tariffs under a FIT model is to preclude
customers from jumping back and forth between tariff options. As the
parameters of new programs develop, however, there may reasons to
allow migration from pervious opportunities to this program without
punitive measures.

14.  Other Matters.

The Ruling requests input on next steps to resolve the differences
that are likely to arise over the interpretation of the issues presented by
the implementation of SB 32. Farm Bureau supports workshops, when it
is feasible to examine the issues in an efficient manner. It is unlikely
complete reliance on workshops for the issues raised here would lead to
agreement on the terms of any tariffs responsive to the legislation.
Workshops may be useful as a preliminary step to help further a
discussion about which issues have been sufficiently explored through
initial briefing, which issues might be decided with further briefing and
which issues can only be assessed through evidentiary hearings.
CONCLUSION

Much is to be gained from establishing financial and operational directives

appropriately for distributed generation. As important as the initial parameters

are, stakeholders have learned over the past few years that concrete pathways
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to resolve stalemates is just as important. Even as sophisticated project
developers for distributed generation may need to be, they are no match for the
level of resources the utilities have at their disposal. The wide-ranging support
for a blend of renewable resources in California presents an opportunity to make

small facilities operational without undue complexity or delay.

Dated: March 7, 2011 Respectfully submitted,

KAREN NORENE MILLS
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VERIFICATION

| am Associate Counsel to the California Farm Bureau Federation and am
authorized to make this verification on its behalf. The statements made on behalf
of Farm Bureau in this Opening Brief are true of my own knowledge, except as to
matters which are therein stated on information and belief, and as to those
matters | believe them to be true.

| declare under penalty of perjury that the foregoing is true and correct.
Executed on March 14, 2011, at Sacramento, California.

Wﬁ@wﬁ%@)

KAREN NORENE MILLS
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CERTIFICATE OF SERVICE

—_———

I hereby certify that, pursuant to the Commission’s Rules of Practice and
Procedure, | have this day served a true copy of the BRIEF OF THE
CALIFORNIA FARM BUREAU FEDERATION ON IMPLEMENTATION OF
SENATE BILL 32 on all parties identified on the attached service list. Service
was affected as appropriate by means indicated below:

v" Transmitting the copies via facsimile, modem, or other electronic
means (Via Electronic Means); and

v" Placing the copies in properly addressed sealed envelopes and
depositing such envelopes in the United States mail with first-class

postage prepaid (Via First Class Mail).

Executed this 14%day of March 201 1, at Sacramento, California.

/s/ - Pamela K. Hotz

PAMELA K .HOTZ

California Farm Bureau Federation
2300 River Plaza Drive
Sacramento, CA 95833
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MAIL TO:

Commerce Energy, Inc.
5251 Westheimer Rd., Ste. 1000
Houston, TX 77056-5414

Michael Meacham

Environmental Resource Manager
City of Chula Vista

276 Fourth Avenue

Chula Vista, CA 91910

Mountain Utilities
PO Box |
Kirkwood, CA 95646

Samara M. Rassi

Regulatory Affairs Analyst
Fellon-Mccord & Associates

9960 Corporate Campus Dr., Suite 2500
Louisville, KY 40223

Harvey M. Eder

Public Solar Power Coalition
1218 12th Street, No. 25
Santa Monica, CA 9040]

Solar Semiconductor Inc.
1292 Kifer Road, Suite 808
Sunnyvale, CA 94086

Tony Chen

Sr. Manger, Business Devel.
Cool Earth Solar

4659 Las Positas Rd., Ste. 94551
Livermore, CA 94551



