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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Order Instituting Rulemaking Regarding Policies, RULEMAKING 10-05-004
Procedures and Rules for the California Solar Initiative, (Filed May 6, 2010)

the Self-Generation Incentive Program and Other
Distributed Generation Issues.

Reply Comments of the California Center for Sustainable Energy
regarding the Assigned Commissioner’s Ruling Requesting Comment on
Modification to Decision 06-08-028 and Decision 06-12-033 regarding the

California Solar Initiative Incentive Mechanism and Directing Temporary

Postponement of Certain New Reservation Notices

L. INTRODUCTION

The California Center for Sustainable Energy (CCSE) is pleased to offer these Reply Comments
regarding the Assigned Commissioner’s Ruling Requesting Comment on Modification to Decision 06-08-028
and Decision 06-12-033 regarding the California Solar Initiative Incentive Mechanism and Directing
Temporary Postponement of Certain New Reservation Notices (Ruling). CCSE appreciates both the
diligent work of the Commission in framing the CSI budget discussion and the thoughtful insights

shared by the other Parties in opening comments. We provide the following comments in reply:

e Primary focus should shift to the market transformation aspect of the CSI Program in
order to reach the goal of creating a sustainable solar industry, and this may result in

an adjustment of the 1750 MW goal.

e At this point in the Program, the focus should be on modifications that provide for

simplicity and predictability of incentives for program participants.
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e The Commission should investigate whether the CSI budget cap established in SB 1 in
fact bars the Commission from adding to the CSI Program budget monies that were

not collected from ratepayers.

e We urge the Commission to act promptly in order to minimize any market disruption

resulting from the stay on PBI and government and non-profit projects.

IL. PRIMARY FOCUS SHOULD SHIFT TO THE MARKET TRANSFORMATION ASPECT
OF THE CSI PROGRAM IN ORDER TO REACH THE GOAL OF CREATING A SUSTAINABLE
SOLAR INDUSTRY, AND THIS MAY RESULT IN AN ADJUSTMENT OF THE 1750 MW GOAL.

Pacific Gas and Electric Company (PG&E) and the Solar Alliance both correctly note that the
1750 megawatt (MW) target set for the CSI Program in Decision (D.) 06-12-033 was a goal, not a
requirement or mandate, that flowed from the 3,000 MW goal set in Senate Bill (SB) 1 (Stats. 2006,
ch.132)." 2 Furthermore, we echo the caution of the Solar Alliance “that placing the MW target above
other program objectives could impair achievement of a self sustaining solar industry that will play a
major role in California’s transition to the use of renewable sources of energy.”® The solar
marketplace will not be “fully transformed” simply by the installation of a specific number of MW.
As PG&E states, “the program is having a meaningful impact by demonstrating the most important
goal of helping support a movement towards a self-sustainable solar industry.”* We agree with
PG&E that “the Commission may want to expressly conclude that the momentum now underway is

the key priority.”> The Commission should focus primarily on the market transformation aspect of

1 Response of Pacific Gas and Electric Company (U 39 E) to the Assigned Commissioner’s Ruling Requesting
Comment on Modification to Decision 06-08-028 and Decision 06-12-033 regarding the California Solar Initiative

Incentive Mechanism, July 22, 2010, page 2.
2 Comments of the Solar Alliance on Assigned Commissioner’s Ruling, July 22, 2010, page 5.
3 The Solar Alliance at 3.
¢ PG&E at 4.

5 PG&E at 5.
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the CSI Program in order to create a sustainable solar industry, rather than the 1750 MW goal. The
upcoming Prehearing Conference on Proposed Modifications to the CSI Program would be a proper
forum for interacting with industry stakeholders to determine how the CSI Program can gauge its

transformational impact on the solar marketplace.

III. AT THIS POINT IN THE PROGRAM, THE FOCUS SHOULD BE ON MODIFICATIONS
THAT PROVIDE FOR SIMPLICITY AND PREDICTABILITY OF INCENTIVES FOR PROGRAM
PARTICIPANTS.

In response to the Ruling, a few parties suggest alternative and/or additional modifications to
the Program. For instance, The Utility Reform Network (TURN) proposes that rather than reduce
incentive rates for government and non-profit applicants, a third category of non-residential
customers for third party owners be added.® In addition, TURN proposes an alternative solution of
simply eliminating the next non-residential incentive step.” While we appreciate TURN’s ingenuity,
the success of the CSI Program has been predicated on consistency in the program structure and an
established, predictable incentive scheme. Either of these proposed modifications would introduce
uncertainty into the market. Any modifications to the CSI Program at this stage should provide for

simplicity and predictability of incentives for Program participants.

The California Solar Energy Industries Association (CALSEIA) also provides additional
recommendations to address the projected budget shortfall. These suggestions include ways to clean
up the pool of pending applications and provide for consistent enforcement of CSI Program
Handbook rules, as well as the recommendation to provide quarterly budget updates with detailed

information on drop outs and reservation rates.® While at first blush these recommendations appear

6 Comments of The Utility Reform Network regarding Proposed Changes to California Solar Initiative Incentive Rates,
July 22, 2010, page 4.

7 TURN at?7.
8 Comments of the California Solar Energy Industries Association (CALSEIA) on Modification to Decision 06-08-028

and Decision 06-12-033 regarding the California Solar Initiative Incentive Mechanism, July 22, 2010, pages 7-9.
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to provide for greater simplicity and predictability of incentives for Program participants, we
encourage the Commission to explore these options further when considering the Staff Proposal for

Program Modifications to the CSI Program, issued on July 26, 2010.

IV. THE COMMISSION SHOULD INVESTIGATE WHETHER THE CSI BUDGET CAP
ESTABLISHED IN SB 1IN FACT BARS THE COMMISSION FROM ADDING TO THE CSI
PROGRAM BUDGET MONIES THAT WERE NOT COLLECTED FROM RATEPAYERS.

The Solar Alliance raises an interesting question regarding the Commission’s interpretation of
the CSI budget cap established in SB 1. The Ruling states “[t]he subsequent passage of a CSI budget
cap in SB 1 means that any interest earned cannot increase the total dollars spent on CSI, but merely
lowers collections required from ratepayers.”* However, the Solar Alliance proposes that “the cost
cap limits the monies that can be collected from ratepayers for use in the CSI[, but i]t does not prohibit
the Commission adding to the CSI budget monies not collected from ratepayers - e.g., interest on PBI

payments waiting in escrow.”10

We propose that the Commission investigate whether the CSI budget cap established in SB 1
in fact bars the Commission from adding to the program budget monies that were not collected from
ratepayers, i.e., specifically the interest earned on PBI payments waiting in escrow. The interest on
PBI payments waiting in escrow could provide a consistent flow of additional funds to help alleviate
the projected budget shortfall, potentially allowing other sources of funding, e.g., the program
administration budget, to remain untouched. Furthermore, the infusion of funds from interest on PBI

payments is in the spirit of SB 1 to establish a self-sufficient solar industry.

9 Assigned Commissioner’s Ruling Requesting Comment on Modification to Decision 06-08-028 and Decision 06-12-
033 regarding the California Solar Initiative Incentive Mechanism and Directing Temporary Postponement of Certain

New Reservation Notices, July 9, 2010, page 7.

10 The Solar Alliance at 9.
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V. WE URGE THE COMMISSION TO ACT PROMPTLY IN ORDER TO MINIMIZE ANY
MARKET DISRUPTION RESULTING FROM THE STAY ON PBI AND GOVERNMENT AND
NON-PROFIT PROJECTS.

CCSE agrees with the recommendations of the Solar Alliance, PG&E, and Southern California
Edison Company (SCE) that the Commission should act promptly in order to minimize any market
disruption resulting from the stay on PBI and government and non-profit projects. As SCE observes,
the CSI Program Administrators are currently receiving record numbers of applications, and the
postponement of incentive reservations could disrupt the solar market."! SCE properly notes that
“without the certainty that CSI program incentives can be applied for and received, potential
customers may choose to drop out of the program or cancel their planned solar projects altogether,
resulting in adverse impacts to the CSI program.”!? We agree with PG&E that “[p]rogram
momentum is an important priority, and the Commission should take steps to make sure it is not
lost.”13 We agree that timely resolution of this issue by the Commission is critical and therefore urge
the Commission to act as soon as practical to resolve this issue in order to minimize any market

disruption.
/1
/1
11

11 Opening Comments of Southern California Edison Company (U 338-E) on Assigned Commissioner’s Ruling
Requesting Comment on Modification to Decision 06-08-028 and Decision 06-12-033 regarding the California Solar
Initiative Incentive Mechanism and Directing Temporary Postponement of Certain New Reservation Notices, July 22,

2010, page 6.
12]d.

1B PG&E at 7.
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VI CONCLUSION

CCSE thanks the Commission for its continued dedication to the success of the CSI and

appreciates the opportunity to provide these Reply Comments regarding the Ruling.

pro o=
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