BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALWT D

07-22-08
04:59 PM

Application of Southern California
Edison Company (U338E) for Authority

to Implement and Recover in Rates the Application 08-03-015
Cost of its Proposed Solar Photovoltaic (Filed March 27, 2008)
(PV) Program.

NOTICE OF EX PARTE COMMUNICATION OF
THE DIVISION OF RATEPAYER ADVOCATES

Pursuant to Rule 8.3 and 8.5 of the Rules of Practice and Procedure of the
California Public Utilities Commission (“Commission’), the Division of Ratepayer
Advocates (“DRA”) hereby provides notice of an ex parte communication.

On Thursday, July 17, 2008, at 3 p.m., representatives from DRA met with
Mathew Deal and Andrew Schwartz, advisors to President Michael R. Peevey, in the
Commission in San Francisco. The DRA representatives, Christopher Clay, Sepideh
Khosrowjah, and David Peck discussed SCE’s application for Commission approval to
implement and recover in rates the cost of its proposed solar photovoltaic program. DRA
initiated the meeting.

At the meeting, DRA outlined its concern that the proposed solar PV program
results in substantial costs and risks for ratepayers, with few guarantees of performance,
while providing guaranteed, risk-free returns to SCE’s shareholders. DRA pointed out
gaps in SCE’s costs calculations and stated that the solar PV program should be
compared with other alternatives. Copies of the attached document detailing the issues

raised by DRA were circulated at the meeting.
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Copies of this Notice can be obtained by calling or sending e-mail to Sue Muniz at

(415) 703-1858 (email: sam(@cpuc.ca.gov).

Respectfully submitted,

/s/ CHRISTOPHER E. CLAY

CHRISTOPHER E. CLAY
Staff Counsel

Attorney for the Division of Ratepayer
Advocates

California Public Utilities Commission
505 Van Ness Avenue
San Francisco, CA 94102
Phone: (415) 703-1123
July 22, 2008 Fax: (415) 703-2262
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L DivisioN oF RATEPAYER ADVOCATES

DRA’s Position on SCE Solar PV Program (A.08-03-015) 07/17/08

Summary of DRA’s Position:

o DRA supports efforts that produce the maximum in-state renewable energy at the
minimum cost, but this program would subject the ratepayer with all of the program
risks without any performance guarantees (actual MWhs produced).

Background:

SCE is seeking approval for $1 Billion in capital cost and O&M for 225 MW of PV
within 5 years on warehouse rooftops (0.9 — 1.8 MWs). SCE to lease the warehouse
rooftops and include in O&M costs. SCE plans to achieve install costs of $5.50/W down
to $3.76/W as compared to CSI which SCE claims to be $6.56/W (for large PV
installations in SCE territory).

DRA Recommendation:
e Reject the application without prejudice to SCE refiling a more balanced proposal
(ratepayer risk to shareholder risk).

e This application needs to be reviewed in terms of cost-effectiveness of the program
and based on cost comparisons to other alternatives (e.g., RPS Power Purchase
Agreements, Wholesale Dist. Generation, and CSI) When comparing costs with other
alternatives, the review should encompass total costs of the alternative (from a
ratepayer perspective), not just installation costs.

e [fand when an SCE feed-in tariff for small generators is expanded to Solar PV
(Advice 2148-E-A), this application should be dismissed. A feed-in tariff would
provide a superior alternative to the SCE SPVP program in reaching the targeted
warehouse rooftops. A feed-in tariff would enhance competition and significantly
lower ratepayer risk due to the pay-for-performance nature of the tariff.

Discussion:

1. The goal of Utility Owned Renewable Energy Generation is to add the maximum
MWhs of renewable energy to the grid at the minimum cost, not to “jump start
the market for rooftop solar PV in Southern California.”

- State of California enacted CSI to “jump start” the solar PV industry ($3
Billion over 10 yrs)

- Global Solar PV industry is growing 40% per year

- CSlis only in the 2" year of a 10 year program.

2. SCE enjoys near guaranteed capital cost ROI and guaranteed development of a

Solar PV installation business. The ratepayer takes on all program risks and
receives no MWh performance guarantees.

The Voice of Consumers, Making a Difference!



- SCE incentives are based on hardware installation, not MWh of energy added
to the grid.

- SPVP funding cross-subsidizes the development of an SCE Solar PV
Installation business.

- Annual review (ERRA) include only install costs of hardware and O&M costs,
not expected MWh production of every installed system (i.e., 50 MW dc =
79,000 MWh per year).

- Many things can go wrong which would reduce energy production (e.g., poor
workmanship, shading, roof problems, tenant/landlord problems,
interconnection problems, system problems, etc.). Ratepayers take on all of
the risks w/ no guarantees for actual energy added to the grid.

. SCE focuses on install costs ($/W) not total costs incurred by the ratepayer.

e Rooftop lease costs are a large uncontrolled risk. SCE includes lease costs in
O&M not in “install costs.”

e SCE SPVP team (9 managers, 2 technicians) included in O&M, more real costs
that aren’t reflected in the “install costs.”

e Fair comparison between SPVP and CSI costs based on:

Total Cost = Ratepayer Contribution (Install Costs) + Ratepayer
Contribution (O&M).

. SPVP program must be compared to other Alternatives (RPS / Wholesale Dist.
Gen., FiT).
e Compare alternatives using Capacity (MW AC), levelized cost$/MWh AC, Capacity

Factor.
e Compare alternatives based on risk/reward balance (shareholder/ratepayer)
e Small renewable energy generators feed-in tariff (Advice 2148-E-A)
e A.08-07-017 SDG&E Solar Energy Project
e Advice E-4157, July 10, 2008. Approves 7.5 MW Solar PV contract between FSE Blythe
and SCE.
e Advice E-4125, May 29, 2008. Approves 1 MW Solar PV PPA betw. California Sunrise
#1 & SCE.
e Advice E-4132, December 20, 2007. Approves:
o 2 MW Concentrated Solar WDG contract between GreenVolts and PG&E
o 5 MW contract between CalRenew-1 and PG&E



CERTIFICATE OF SERVICE

I hereby certify that I have this day served a copy of the foregoing document
“NOTICE OF EX PARTE COMMUNICATION OF THE DIVISION OF
RATEPAYER ADVOCATES” in A.08-03-015.

A copy was served as follows:

[ X ] BY E-MAIL: I sent a true copy via e-mail to all known parties of record
who have provided e-mail addresses.

[ ] BY MALIL: I sent a true copy via first-class mail to all known parties of record.

Executed in San Francisco, California, on the 22" day of July, 2008.

/s/ REBECCA ROJO

Rebecca Rojo
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