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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Order Instituting Rulemaking Regarding Polices,
procedures and Rules for the California Solar Rulemaking 06-03-004
Initiative, the Self-Generation Incentive Program (Filed March 2, 2006)

and Other Distributed Generation Issues.

ADMINISTRATIVE LAW JUDGE’S RULING
REQUESTING PROPOSALS ON METHODS TO DETERMINE THE
RENEWABLE ENERGY CREDITS FROM DISTRIBUTED GENERATION

This Ruling provides information on the scope and the schedule for the

portion of the proceeding that deals with treatment of Distributed Generation

(DG) output for Renewable Portfolio Standard (RPS) purposes.

Background
The Scoping Memo for this proceeding, issued on April 25, 2006,

established several phases for this rulemaking. Phase II of this rulemaking was
established to address, among other matters, issues related to the treatment of
output from DG facilities for purpose of investor-owned utilities’ compliance
with the RPS.

By a Ruling dated June 8, 2006, the Assigned Administrative Law Judge
(ALJ) in this Proceeding set the potential scope and the schedule for this portion
of Phase Il and requested parties to submit prehearing conference (PHC)
statements to address issues related to REC ownership of ratepayer-subsidized
DG facilities, measurement of DG output, the need for hearings, and any other
issues on the topic of treatment of DG for RPS purposes. Parties were directed to

comment on the following questions:
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Subsidy Issues:

¢ What method should the Commission use to determine the portion
of a REC from renewable DG facility that was supported by a
ratepayer subsidy?

e Should net metering benefits be considered in the calculation of
ratepayers subsidies, and if so, how?

Measurement Issues:

¢ How can the Commission measure DG output for purposes of RPS?

e Can meters be installed and if so, what type, and for what size
systems?

e If meters are reasonable for certain smaller systems, what method
cab be used to measure DG output for these systems?

e How can the Commission ensure that electrical generation
consumed on the customer side of the meter is added to the utility’s
total retail sales?

Pacific Gas and Electric Company (PG&E), Californians For Renewable
Energy, Inc (CARE), The Green Power Institute, The Consumer Federation of
California, The California Clean DG Coalition, PV Now, The Energy Producers
and Users Coalition, The City of San Diego, The Americans for Solar Power, San
Diego Gas & Electric Company (SDG&E) and Southern California Gas Company,
and Southern California Edison Company (Edison) provided PHC statements.
The PHC was later removed from the Commission’s Calendar by a Notice dated
June 20, 2006 so that an additional ALJ could be co-assigned to handle portions
of Phase II.

Scope of Issues

Parties generally agree with the scope of this phase and the issues as
identified in the ALJ Ruling, but differ on whether hearings are needed to resolve
the issues. Some parties also suggest that a cost-benefit analysis is necessary

before a method for allocating the portion of subsidy applicable to DG REC is
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adopted. For example, SDG&E and Southern California Gas Company suggest
that the Commission reviews specific information about cost and benefits, and
the Green Power Institute suggests that the Commission gather information
regarding past and current subsidy levels and system costs for DG.1

These suggestions all involve a cost-benefit analysis which is beyond the
scope of this part of the proceeding. The Scoping Memo dated April 25, 2006,
discussed the need for a cost benefit analysis and established a separate schedule
in Phase II to deal with that issue. In this part of the proceeding, we will be
determining only a mechanism by which the portion of the subsidy towards DG
REC can be determined, not the amount of subsidy itself. It is therefore,
unnecessary to perform any cost benefit analysis for this purpose.

Edison suggests that we broaden the question on whether net metering
benefits should be considered in the calculation of ratepayers” subsidies, to
include all ratepayer subsidies for DG.2 The first question under the subsidy
issues already covers “all” subsidies. Therefore, we do not need to expand the
second question further. Accordingly, the questions listed in the June 8, AL]
Ruling are appropriate and should be considered in this part of the proceeding.
Parties should file proposals addressing those questions no later than August 4,

2006. Replies will be due on August 18, 2006.

Need for Hearings and Schedule

Upon reviewing parties’ PHC statements, it appears that, at this time,

evidentiary hearings are unnecessary. Given the scope of the issues as described

1 SDG&E and Southern California Gas Company’s PHC Statement, page 4. The Green
Power Institute’s PHC statement, page 2.

2 Edison’s PHC Statement page 2.
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above, there are no material factual issues that need to be resolved through
evidentiary hearings. The issues primarily involve developing methods and can
be determined through proposals and replies. As PV Now has stated, while
parties may disagree on the existence of ratepayer subsidy, they can make
recommendations concerning DG REC without knowing the exact amount of the
subsidy®. However, if upon review of the record, it becomes apparent to the
Commission that hearings are needed, a hearing will be scheduled for

September 2006. Therefore, the revised schedule is as follows:

August 4, 2006 Proposals for measurement and subsidy
questions filed.

August 18, 2006 Reply comments to the proposals filed.
September 14-15, 2006 Evidentiary Hearing (if needed)
November 14, 2006 Draft Decision issued for comment.

IT IS RULED that:

1. Evidentiary hearings are not needed at this time.
2. The schedule for this portion of Phase Il is revised as set forth in this
ruling.

Dated July 12, 2006, at San Francisco, California.

/s/ MARYAM EBKE

3 PHC statement of PV Now, page 2.
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Maryam Ebke
Administrative Law Judge
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INFORMATION REGARDING SERVICE

I have provided notification of filing to the electronic mail addresses on the
attached service list.

Upon confirmation of this document’s acceptance for filing, I will cause a
copy of the filed document to be served upon the service list to this proceeding
by U.S. mail. The service list I will use to serve the copy of the filed document
current as of today’s date.

Dated July 12, 2006, at San Francisco, California.

/s/ ERLINDA PULMANO
Erlinda Pulmano
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