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Figure 5-4: CSI PV Sites and Median Household Income Levels in the San Francisco Bay Area
through 12/31/2008

Source: ltron Preliminary 2007-2008 CSI Impacts Evaluation, June 2009.

June 30, 2009 A-11



CPUC — Annual Program Assessment — California Solar Initiative

Figure 5-5: CSI PV Sites and Median Household Income Levels in the Los Angeles Area
through 12/31/2008
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In the San Francisco area there are several PV systems located in areas where the median income
level falls below $25,000. While these PV systems are likely to be larger commercial building
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applications, they are indicative of the jobs creation possibility in lower income regions of
California.

A.2.5 Average System Size Relative to Cumulative Installed
Capacity

Figure 5-6: Average System Size and Cumulative Installed Capacity
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Source: Itron Preliminary 2007-2008 CSI Impacts Evaluation, June 2009.

Figure 5-6 shows average system size (left axis, line graph) and cumulative installed capacity
(right axis, bar graph) for the SGIP and CSI programs. As the cumulative capacity has
increased, both commercial programs appear to be trending towards larger systems over time
while the size of residential systems in the CSI program is not growing noticeably. In 2002, the
average system size for SGIP, which is directed mainly at larger commercial systems anyway,
was around 100 kW, but by 2008 the average size had grown to 216 kW. CSI large commercial
installations show a similar trend, averaging 185 kW for 2008, up from about 150kW in 2007,
while CSI residential and small commercial systems stayed flat at 4.6 kW on average.
Cumulative installed capacities at the end of 2008 were 285 MW total for SGIP and CSI, with
only 52 MW in the smaller CSI systems.
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B. Distributed Generation Cost-Benefit
Methodology

The CPUC released a Proposed Decision on a Distributed Generation (DG) Cost-Benefit
Methodology on June 19, 2009 in R.08-03-008. Once adopted in final form, the Cost-Benefit
Methodology will serve as a basis for the CPUC to direct a contractor to conduct a
comprehensive cost benefit analysis of the CSI Program. The primary purpose of establishing a
consistent DG cost-benefit methodology is to assure that the state’s support for DG projects,
such as those funded through the SGIP and CSI, is evaluated in an economically sound manner.
The adopted methodology may be used immediately to assess ratepayer supported DG programs
(i.e., SGIP and CSI), which support projects as large as 5 MW. This will assure that state
programs, which promote DG facilities as high-priority energy resources, are properly informed
by a sound measure of those programs’ costs and benefits. A cost-benefit analysis is not the only
measure of a policy or program’s worth, but it is an essential input when deciding to continue,
modify, or cancel a particular effort.

As currently written, the proposed cost-benefit methodology is designed to reflect the costs and
benefits of DG programs from various perspectives consistent with CPUC policy. The
methodology uses the same cost benefit tests used or described in the energy efficiency
proceeding, namely: the Participant Test; the Program Administrator Test; the Total Resource
Cost (TRC) Test; and the Societal Test. The value of any DG facility, including CSI
installations, depends heavily on the perspective from which it is viewed. This proposed
methodology will be used to compare resource options as part of the CPUC’s ongoing oversight
of the CSI Program, as well as inform the CPUC’s long term procurement planning process.
Figure 5-7 below describes the various inputs to the Cost-Benefit methodology that is currently
under consideration.

Of the costs and benefits identified in the table above, some will be relatively straightforward to
quantify, while others will be more challenging to quantify, such as market transformation
impacts. DG costs and benefits vary based on technology, fuel variable, application, size,
location, and frequency and duration of the facility’s use. Significantly, the value of DG depends
on whether the calculation is from the perspective of the DG project owner, the utility or
program administrator, or society overall. In D.03-02-068, the Commission found that DG can
serve different purposes, such as onsite generation or as a distribution system alternative. The
value of a DG project may depend on how the power is used, technology, fuel, and application.
For this reason, the proposed methodology reflects various perspectives and types of DG.
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Creating a cost-benefit methodology for DG facilities is a technically complex exercise but is not
anovel one. For many years, the CPUC has used cost-benefit tests for energy efficiency
programs. The CPUC has used avoided costs both for analyzing energy efficiency cost-
effectiveness and for assessing the value of and setting prices for “qualifying facilities,” which
are privately-owned energy resources that sell power to the utilities under the Public Utilities
Regulatory Policies Act of 1981.

The CPUC has developed and used a cost-benefit model for existing energy efficiency program
proposals in the “Standard Practice Manual” (SPM) used to guide energy efficiency program
administration. The SPM presents a cost-benefit model using four tests. The SPM model was
intended to be used for resource assessments generally but has so far been used primarily to
evaluate energy efficiency programs. Although the SPM describes four cost-benefit tests, the
CPUC focuses on two of the tests, the Total Resource Cost Test and the Program Administrator
Cost Test, when evaluating utility energy efficiency programs. (See D.05-04-051, Ordering
Paragraph 5, p. 91.)

Also providing a foundation for the debate on the proposed methodology were two reports
sponsored by the CEC and the Commission. One, issued by Itron in March 2005, is titled
“Framework for Assessing the Cost-Effectiveness of the Self Generation Incentive Program”
(Itron Framework).* The other, issued on October 25, 2004, by Energy and Environmental
Economics, Inc. (E3), is titled “Methodology and Forecast of Long-Term Avoided Cost(s) for
the Evaluation of California Energy Efficiency Programs” (E3 Report) and was submitted to the
Energy Division and examined in R.04-04-025, the Commission’s inquiry into energy avoided
costs.

9 During hearings in May 2005, the Itron Framework was accepted into the evidence of this proceeding as Exhibit 37.
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Figure 5-7: Distributed Generation Cost-Benefit Methodology Proposed Inputs

Category
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Benefits
Avoided Line Losses v v v v
Avoided purchase of energy commodity and Resource Adequacy costs v v v v
Avoided Transmission and Distribution costs (T&D Investment Deferrals) v v v v
Combined Heat and Power (CHP) plant specific benefits v v v
CHP gas and electric bill savings v v v
Environmental benefits (CO2, NOx, and Particulate Matter Emissions) v v
Increased revenue from fuel transportation for gas-fired DG v v
Market transformation effects
Net Energy Metering bill credits v v v
Rebates/Incentives v
Reduced electricity bills v
Reliability benefits (both system and customer ancillary services/VAR support) v v v v v
Standby charge exemption v
Tax credits/depreciation v v v
Utility interconnection not charged to DG customer v
Costs
Costs of DG system, interconnection, emission controls and offset purchases v v v
Increased 10U fuel transportation costs for gas-fired DG v v
Net Energy Metering costs 4 v v v
Nonbypassable charges (PGC, DWR, Nuclear decommissioning, WDAT) v
Operation maintenance, fuel, ongoing emission offset purchases v v v
Program Administration v v v v
Reduced revenue from standby charge exemptions v v
Reduced Transmission, distribution and non-fuel generation revenues v v
Reliability costs (system cost of additional ancillary services/VAR support) v v v v
Removal costs (less salvage) v v v
Utility interconnection not charged to DG customer v v v v
Utility Rebates/Incentives (non-NEM) v v

5 The RIM test is not a required cost-benefit test for DG, but it is shown here in the event it is performed for other

purposes.
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C. PU Code 2851 Cross References with this
Annual Program Assessment

The requirements of PU Code 2851 are included in this Annual Program Assessment as follows:

SB 1 Reporting Requirement Reference
Assessment of the success of CSI See full report
Total solar thermal residential and commercial sites including the dollar | Section 3.4

value of the award

Total residential and commercial sites

Section 3.1 and

Appendix A
Electrical generating capacity installed by CSI Section 4
Cost of the CSI Program Section 4.2
Total electrical system benefits Section 4.1

Effect on electrical service rates

Section 4.5 and

Appendix B

Environmental benefits Section 4.1
Effects on operation and reliability of the electrical grid Section 4.1
CSI effect on peak demand for electricity Section 4.1
Progress towards goals and schedule Section 3.1
Recommendations for CSI Program improvement Section 5

RD&D Program Description Section 3.5
RD&D awards/funding, including the intended purposes and results Section 3.5

Public Utilities Code 2851(c)(3) states that:

On or before June 30, 2009, and by June 30th of every year thereafter, the
commission shall submit to the Legislature an assessment of the success of the

California Solar Initiative program. That assessment shall include the number of

residential and commercial sites that have installed solar thermal devices for
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which an award was made pursuant to subdivision (b) and the dollar value of the
award, the number of residential and commercial sites that have installed solar
energy systems, the electrical generating capacity of the installed solar energy
systems, the cost of the program, total electrical system benefits, including the
effect on electrical service rates, environmental benefits, how the program affects
the operation and reliability of the electrical grid, how the program has affected
peak demand for electricity, the progress made toward reaching the goals of the
program, whether the program is on schedule to meet the program goals, and
recommendations for improving the program to meet its goals. If the commission
allocates additional moneys to research, development, and demonstration that
explores solar technologies and other distributed generation technologies
pursuant to paragraph (1), the commission shall include in the assessment
submitted to the Legislature, a description of the program, a summary of each
award made or project funded pursuant to the program, including the intended
purposes to be achieved by the particular award or project, and the results of
each award or project.
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D. Contact Information and Other Useful

Sources of Information

For PRESS INQUIRIES about the CPUC portion of the California Solar Initiative, contact:

Terrie Prosper, News and Public Information Office

California Public Utilities Commission

505 Van Ness Ave.

San Francisco, CA 94102-3298

Email: news@cpuc.ca.gov or 415-703-1366

For POLICY OR PROGRAM DEVELOPMENT QUESTIONS, contact:
California Solar Initiative and Distributed Generation Information Line

Email: energy@cpuc.ca.gov or 415-355-5586

GoSolar California is the CSI statewide consumer
website

www.GoSolarCalifornia.ca.gov

The CSI Program Administrators use an online tool to
calculate the up-front Expected Performance Based Buy
down (EPBB) incentive, known as the EPBB Calculator

www.csi-epbb.com

The CSI Program Administrators use an online
application tool and reporting database, known as
PowerClerk

csi.powerclerk.com

Up-to-date information about the program's current
incentive level, or "step" can be found on the online
CSI Trigger Tracker

WWWw.csi-trigger.com

California Solar Statistics, a data reporting website that
draws directly from the CSI database and is updated
weekly

www.CaliforniaSolarStatistics.ca.gov

Information about the CPUC regulatory proceeding that
deals with the CSI Program

www.cpuc.ca.gov/PUC/energy/solar

Pacific Gas and Electric Company

wWww.pge.com/solar

Southern California Edison

www.sce.com/CSI

California Center for Sustainable Energy (CCSE) —
offering Solar Rebates in San Diego Gas and Electric
Territory and the Solar Hot Water Pilot Program

WWWw.energycenter.org

GRID Alternatives, Program Manager for the Single
Family Affordable Solar housing (SASH)

www.gridalternatives.org

CSI RD&D Program Manager (Itron)

www.CalSolarResearch.ca.gov
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