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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 
 
 

Order Instituting Rulemaking Regarding Policies, 
Procedures and Rules for the California Solar 
Initiative, the Self-Generation Incentive Program 
and Other Distributed Generation Issues. 

 
Rulemaking 10-05-004 

(Filed May 6, 2010) 

 
 

COMMENTS OF BLOOM ENERGY, INC. TO THE ADMINISTRATIVE LAW 
JUDGE’S RULING REQUESTING COMMENTS ON CONSULTANT’S  

COST-EFFECTIVENESS REPORT  
 
 

Bloom Energy, Inc. (Bloom) respectfully submits these comments on Itron’s Report on 

Cost Effectiveness of Distributed Energy Technologies pursuant to the May 3, 2011 

Administrative Law Judge’s Ruling requesting supplemental comments limited to Itron’s Cost-

Effectiveness report (ALJ Ruling). 

I. Introduction. 

As stated in Bloom’s reply comments from May 2, 2011, Bloom suggests cost 

effectiveness as determined by Itron should not be a pass/fail screen for receiving incentives.  

Current cost effectiveness need not be considered by statute as the program is intended to 

incentivize technologies so that they become cost effective.  While ratepayer funds should only 

be invested in technologies that will be able to become viable absent incentives in the near 

future, the cost-effectiveness screen proposed in the Proposal does not accomplish this objective. 

Rather, cost effectiveness should be used as a metric to monitor the progress of distributed 

energy resource (DER) technologies.   

Bloom greatly appreciates Itron’s efforts in building a comprehensive cost effectiveness 

model and completing a report on the methodology and results of the model.  Although Itron 
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completed a thorough and thoughtful analysis with the best information available, any financial 

model with imprecise inputs will ultimately lead to imprecise results.  

II. Cost Effectiveness Should Not Be a Screen.  

There were challenges for Itron to accurately derive model inputs which were significant 

drivers of the cost effectiveness results.  Learning curve items such as estimated growth rates and 

progress ratio estimates of current (2010) and future (2016) cost reductions were estimated using 

extrapolated data and independent research.1  The progress ratios and worldwide sales volume 

estimates were derived for each examined DG technology based on research including analysis 

of financial data, material content of the technology, maturity of the technology, interviews with 

manufacturers, and other published researched.2  This industry-wide analysis was then applied 

specifically to a technology, i.e. – overall fuel cell industry cost reductions and growth rates were 

applied to all-electric fuel cells.  These estimated inputs led to results that were approximations.  

Bloom is a newer fuel cell technology with distinguishable all-electric, highly modular, and 

simple installation attributes.  It is a fundamentally different form factor that uses lower cost 

materials and a manufacturing process that more readily lends itself to achieving volume 

economics faster.  Compared to other more mature fuel cells, it will have a lower progress ratio 

(faster rate of cost reductions) relative to the overall fuel cell industry.  Given the nature of 

approximate cost effective results, Bloom believes it does not warrant a pass/fail screen for 

receiving incentives and thus suggests Staff should not be making incentive decisions based 

upon results from approximations. 

                                                      
1 SGIPce Model, SGIPce_Inputs_Tech_FC1200kWe_NR_NG.xlsx file, tab ‘Sources of Growth Data’ shows data 
was from publication: Fuel Cell Today 
2 Page 3-9 and 3-10, Itron Cost-Effectiveness of Distributed Generation Technologies Final Report 
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III. If Staff Chooses to Keep Cost Effectiveness as a Screen Use 2016 Future Cost 
Effectiveness. 

 
If Staff chooses to keep cost effectiveness as a screen, Bloom suggests using the 2016 

Societal Total Resource Cost (STRC) statewide average commercial results as seen in page 5-3 

of Itron Cost-Effectiveness Report as the appropriate measure as stated in Bloom’s filed 

comments from May 2, 2011.  Bloom agrees with Itron and believes they have made the correct 

assessment using future cost effectiveness by presenting the 2016 STRC results in the executive 

summary of the report3 as well as presenting it in their comparison results stating, “[the] STRC 

results for 2016 are presented because SGIP is designed as a program incorporating market 

transformation and is currently planned to continue through 2016.”4  

IV. Additional Comments and Observations. 

Bloom observed from Itron’s Cost Effectiveness Report that technologies fueled by 

directed biogas (DBG) have higher STRC values than technologies fueled by natural gas.5  

According to Itron, this is due to the higher federal tax benefits associated with using the more 

expensive DBG.  The higher tax benefits are a result of the higher directed biogas fueling costs, 

which lead to higher business costs and a higher federal tax benefit.  Bloom suggests Staff keep 

higher incentives for DBG since every technology has a higher STRC with DBG compared to 

natural gas.  Bloom recognizes that all the assumptions may not be accurate in the Itron model 

regarding DBG, it does however directionally and uniformly show a greater societal benefit for 

DBG projects. 

                                                      
3 Figure 1-1, page 1-3.  Itron Cost-Effectiveness of Distributed Generation Technologies Final Report. 
4 Id., Page 5-63. 
5 Id., Table 5-1, page 5-3. 
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V. Conclusion. 

Bloom wishes to thank the CPUC Staff for their time and consideration of these issues.  

Bloom additionally thanks Itron for creating a cost effectiveness model and results report for the 

SGIP. 

Dated:  May 11, 2011 Respectfully submitted, 
 
 /s/    

 

Josh Richman 
Vice President Business Development 
Bloom Energy Corporation 
1299 Orleans Drive 
Sunnyvale, CA  94089 
Phone: (408) 543-1547 
Fax: (408) 543-1501 
jrichman@bloomenergy.com 
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