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REPLY OF BLOOM ENERGY TO RESPONSE OF PACIFIC GAS AND
ELECTRIC COMPANY ON BEHALF OF THE SGIP PROGRAM
ADMINISTRATORS TO PETITION FOR MODIFICATION
OF THE SGIP HANDBOOK

L. INTRODUCTION

Pursuant to Rule 16.4(g) of the California Public Utilities Commission’s

(“Commission”) Rules of Practice and Procedure, Bloom Energy Corporation (“Bloom™)
respectfully submits this Reply to the Response of Pacific Gas and Electric Company’s
(U 39 E) on Behalf of the Program Administrators of the Self Generation Incentive
Program (SGIP) to Bloom Energy’s Petition for Modification of the SGIP Handbook
(“Response”) submitted on June 9, 2009. Administrative Law Judge Duda authorized the
filing of this Reply by telephone conversation on June 15, 2009. This Reply provides
additional guidance on two subjects raised in the Response that will support the success
of renewable facilities under the Self-Generation Incentive Program (“SGIP”):
(1) renewable fuel eligibility for Level 2 SGIP use of off-site renewable fuels, and (2)
additional requirements of renewable fuel suppliers. By addressing these aspects of

Bloom’s May 26, 2009 Petition for Modification of SGIP Handbook Pursuant to D.08-

11-044 and to D.01-03-073 (“Petition”), this Reply provides additional support for using



pipeline-delivered renewable gas within the current SGIP structure to deliver equivalent
or better benefits for California ratepayers.
I1. REPLY
A. Inclusion of all Eligible SGIP Generators Using Renewable Gas
In their Response, Pacific Gas and Electric Company and the SGIP Working
Group (collectively the “SGIP PAs”) propose that the changes to the SGIP Handbook
recommended by the Petition should “also apply to all eligible gas-fired generators under

the Program.”'

Bloom does not object to this proposal.

B. Fuel Supplier Warranties

The SGIP PAs “propose that the applicant provide documentation from the utility

gas pipeline owner confirming that the renewable gas has been approved for injection
into the local natural gas pipeline.”* Alternatively, Bloom proposes that as an additional
step to add rigor to the process and ensure against double counting of environmental
attributes, that during the Field Evaluation, the renewable fuel supplier represents and
warrants that it holds the rights to the renewable attributes to the fuel prior to the sale to
the SGIP customer, and it agrees that it is only selling the renewable attributes of the
renewable fuel to the SGIP customer, and will not otherwise unbundle or sell the fuel’s
renewable attributes to another party. This will ensure that any renewable gas injected
into the natural gas pipeline will be used by the applicant.

C. Renewable Fuel Eligibility

In their Response, the SGIP PAs proposed additional guidelines for renewable

fuel eligibility beyond the guidelines proposed in the Petition. The SGIP PAs’ Response

! Response, p. 2.
? Response, p. 3.



expressed a desire for all renewable fuels to be sourced from within California in the long
run.’ Their logic is as follows: California ratepayers fund SGIP, therefore the renewable
fuels for Level 2 SGIP projects should be produced within California.

Bloom emphatically agrees with the SGIP PAs that it would be desirable to have
abundant supplies of pipeline-delivered renewable fuels produced in California. Bloom
supports the use of this fuel when it materializes, as it will allow otherwise wasted and/or
polluting materials to be harnessed for renewable electricity generation in California.
However, Bloom believes the critical policy consideration with respect to benefits for
California ratepayers with regard to the SGIP program does not turn on where a
renewable fuel is produced, but where that renewable fuel is ultimately converted into
electricity.

The original Petition focuses on expanding opportunities for California ratepayers
to generate more onsite renewable electricity generation in California. By displacing
demand for “brown” electricity from the local grid, these installations will provide local
air quality benefits and greenhouse gas reductions to all California ratepayers. These
onsite base load electricity projects will help California achieve its Renewable Portfolio
Standard and Greenhouse Gas policy goals, and also provide new generation capacity
that will enable the local distribution utility to defer transmission and development
upgrade costs, which in turn benefits California ratepayers. Finally, these clarifications
will enable more California ratepayers to participate in the currently-underutilized SGIP,

thereby supporting clean energy market transformation. These results are fully consistent

3 Response, pp. 3-4.



with the intent of SGIP. They also meet the intent of the state’s greenhouse gas reduction
initiatives such as AB32.

Given that pipeline-delivered in-state renewable fuels are not currently widely
available, adopting a requirement that all pipeline-delivered renewable fuels come from
in-state by a certain date would be counter-productive because it injects a degree of
regulatory uncertainty as to eligibility for any longer-term fuel supply arrangements.
Furthermore, California ratepayers who support the SGIP program are not affected by
where the fuel is initially produced.

Increased demand for renewable distributed generation from SGIP customers,
coupled with utilities purchasing renewable biogas to help meet their RPS requirements,
will drive the market for new biogas production in California. This demand should
encourage vigorous expansion of in-state pipeline-delivered renewable fuel supplies.
However, imposition of an explicit regulatory mandate that limits fuel source eligibility
to in-state production that could take effect before there are sufficient supplies would
impose an unnecessary and potentially counterproductive barrier to renewable electricity
generation in California.

Accordingly, for simplicity and continuity with the existing SGIP, Bloom
recommends that the Commission choose to use the existing SGIP definition of
qualifying renewable fuels for Level 2 projects.

III. CONCLUSION

There is currently not enough commercially available, pipeline-delivered

renewable fuel created in California to meet the large and growing demand for renewable

onsite electricity generation. Adoption of the complete Petition, without the explicit fuel



eligibility modifications the SGIP PAs propose in their Response, creates clear demand
signals for fuel project developers to increase in-state production of biogas. Abundant
agricultural renewable resources exist in this state, and in response to the SGIP as
modified by the Petition, developers can start on the multi-year plans to turn those fuels
into pipeline quality supplies. Until those biogas fuel plants come on line and there is a
better outlook on in-state fuel supply availability, the Commission should approve the
Petition as originally presented in order to avoid unintended consequences or regulatory
uncertainties and thereby to encourage the utilization of all viable renewable waste fuels
in clean onsite electricity generation in California, the highest and best use of this

precious renewable resource.
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