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RESOLUTION

Resolution E-4162.  The California Public Utilities Commission (Commission) proposes a modification to the CSI Program Handbook that addresses the eligibility of solar water heating with the non-photovoltaic (non-PV) technologies component of the California Solar Initiative (CSI).  The inclusion of these modifications is an effort to conform the CSI Program to Commission Decision (D.) 06-01-024.

__________________________________________________________

Summary

The Commission proposes to remove solar water heating from the list of eligible non-PV technologies able to participate in the CSI Program at this time.

This Resolution modifies the CSI Program Handbook to remove solar water heating from the list of eligible non-PV technologies in order to conform the CSI Program Handbook to D.06-01-024.  In approving these proposed modifications to the CSI Program Handbook, the Commission is following Commission directives to qualify non-PV technologies.  In Resolution E-4131, which was approved by the Commission on December 20, 2007, solar water heating systems that displace electric powered water heaters was incorrectly included as one of the eligible categories of non-PV technologies that will be able to apply for and receive CSI Program incentives.  In D.06-01-024, there is a directive that solar water heating technologies only participate in the solar water heating pilot program component of the CSI Program:  

“The CSI should offer incentives to any solar technology with a capacity rating of less than 5 MW.  Solar water heating incentives should be provided only as part of a closely monitored pilot program as set forth herein.” (CPUC D.06-01-024, p. 40)
This means that solar water heating technologies are currently only eligible for incentives as part of the Pilot Program that is being administered by the California Center for Sustainable Energy and being offered to customers of San Diego Gas and Electric Co.  Once adequate data has been generated by the Pilot Program to allow the Commission to assess the cost-effectiveness of solar water heating, the Commission may choose to re-examine whether solar water heating should be eligible to participate in the CSI Program.  Any future determinations about the eligibility of solar water heaters for the CSI Program should be moderated by the fact that only solar water heaters that displace electric powered conventional water can ever participate in the CSI Program.
· The Commission’s proposed modifications conform to CPUC decisions and Sections 25405.5 and 25405.6, and Chapter 8.8 to Division 15 of the Public Resources Code, and Sections 387.5 and 2851 of the Public Utilities Code.

Background

The Commission proposes CSI Program Handbook Modifications Based on Commission D.06-01-024.

In D.06-01-024, the Commission stated its intent that all solar technologies should qualify for financial incentives, including solar PV, solar thermal, solar water heating, solar heating and air conditioning, and concentrating solar technologies.  And in Resolution E-4131, which was approved by the Commission on December 20, 2007, solar water heating was included as an eligible category of non-PV technologies.  Unfortunately, its inclusion violates a previous Commission Decision (D.06-01-024), and there necessitated the issuance of this Resolution which clarifies the eligibility of solar water heating to receive incentives through the CSI Program. D.06-01-024 further states that,

“…solar water heating may already be cost-effective and providing incentives under the circumstances may have the unintended effect of increasing the cost of solar water heaters.  In the past, this Commission provided incentives for installations of solar water heaters and later determined that the impact of the incentives was mainly to increase the cost of the technology, which suggested that sellers received a windfall profit and that public funds were not required to motivate product sales.” (CPUC D.06-01-024, p.12-13)
In order to determine what, if any, incentives should be allocated to solar water heating the Commission ordered the creation of a solar water heating pilot incentive program (Pilot Program) to be administered by the California Center for Sustainable Energy.  Through the Pilot Program, incentives are available for solar water heating systems to customers of San Diego Gas and Electric Co.  Based upon the results of this Program, the Commission may choose to revisit the question of whether or not to provide incentives to solar water heating through the California Solar Initiative.
Summary of Proposed CSI Program Handbook Revisions

The goal of this set of CSI Program Handbook modifications is to remove language in the CSI Program Handbook that incorrectly states that solar water heating is a non-PV technology that is eligible for CSI incentives.  The modification will further clarify that until the Commission has the opportunity to assess the results of the Solar Water Heating Pilot Program, the only venue for the payment of incentives to solar water heating systems will be through the Pilot Program. 
Summary of Proposed Modification:

1. Definition of Non-PV technologies:  This proposed modification removes mention of solar water heating from the CSI Program Handbook’s current definition of non-PV technologies in the first section of the Handbook.  These modifications also provide clarification about the availability of incentives for solar water heating within the Solar Water Heating Pilot Program.  (Sec. 1.2.2 and 1.7)

2. Eligibility of Non-PV Systems: This proposed modification to the CSI Program Handbook removes solar water heating as a category of non-PV technologies.  (Sec. 2.2.3)
Discussion

In D.06-01-024, the Commission states that while all solar energy technologies should be considered within the CSI Program, there are significant questions outstanding regarding the cost-effectiveness of solar water heating.  And given the Commission’s experience providing incentives to solar water heating, where the Commission provided incentives for installations of solar water heaters and later determined that the impact of the incentives was mainly to increase the cost of the technology, which suggested that sellers received a windfall profit and that public funds were not required to motivate product sales.  The provision of incentives under the circumstances may have the unintended effect of increasing the cost of solar water heaters.  For these reasons, the Commission created a pilot program designed to assess whether incentives are needed to promote the adoption of solar water heating in California.  The Commission further ordered that no incentives be offered to solar water heating in advance of the Commission assessing the results of the Pilot Program and determining the extent to which incentives for solar water heating are needed.


“The CSI should offer incentives to any solar technology with a capacity rating of less than 5 MW.  Solar water heating incentives should be provided only as part of a closely monitored pilot program as set forth herein.” (CPUC D.06-01.024, p.40)
For these reasons, solar water heating should be removed from the list of categories of non-PV technologies eligible for CSI Program incentives.

Notice

Comments to this Resolution shall be returned to the Commission no later than 5 p.m. Pacific Standard Time on April 14, 2008, with Reply Comments being submitted no later than April 19, 2008, by 5 p.m. Pacific Standard Time.  This Resolution will be on the next regularly scheduled meeting date after comments, likely to be April 24, 2008 date.  
Findings 
1. By Commission resolution filed on March 25 2008, the Commission proposes to modify the CSI Program Handbook.  The proposed changes conform to D.06-01-024 and are consistent with the intent of the CSI program.
Therefore it is ordered that:

1. The request of the Commission to make modifications to the CSI Program Handbook pursuant to Attachment 1 of this Resolution is approved. 
2. The Commission will conform the CSI Program Handbook to incorporate the revisions proposed in this Resolution and it will reissue the new Program Handbook as soon as practicable. 
This Resolution is effective today.
I certify that the foregoing resolution was duly introduced, passed and adopted at a conference of the Public Utilities Commission of the State of California held on April 24, 2008; the following Commissioners voting favorably thereon:
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TO:  PARTIES TO COMMISSION RULEMAKING (R.) 08-03-008

Enclosed is draft Resolution Number E-4162 of the Energy Division.  It will be on the agenda at the April 24, 2008 Commission meeting. The Commission may then vote on this Resolution or it may postpone a vote until later.

When the Commission votes on a draft Resolution, it may adopt all or part of it as written, amend, modify or set it aside and prepare a different Resolution.  Only when the Commission acts does the Resolution become binding on the parties.

Parties may submit comments on the draft Resolution.

An original and two copies of the comments, with a certificate of service, should be submitted to:

Honesto Gatchalian

Energy Division

California Public Utilities Commission

505 Van Ness Avenue

San Francisco, CA  94102

Fax: 415-703-2200

A copy of the comments should be submitted in electronic format to

Nicolas Chaset

Energy Division

California Public Utilities Commission

505 Van Ness Avenue

San Francisco, CA 94102

Email: nlc@cpuc.ca.gov

Any comments on the draft Resolution must be received by the Energy Division by April 14, 2008.  Those submitting comments must serve a copy of their comments on 1) the entire service list attached to the draft Resolution, 2) all Commissioners, and 3) the Chief Administrative Law Judge, and 4) the General Counsel on the same date that the comments are submitted to the Energy Division. 

Comments shall be limited to fifteen pages in length and should list the recommended changes to the draft Resolution.

Comments shall focus on factual, legal or technical errors in the proposed draft Resolution.  Comments that merely reargue positions taken in the advice letter or protests will be accorded no weight and are not to be submitted.

Replies to comments on the draft resolution may be filed (i.e., received by the Energy Division) on April 19, 2008, five days after comments are filed, and shall be limited to identifying misrepresentations of law or fact contained in the comments of other parties.  Replies shall not exceed five pages in length, and shall be filed and served as set forth above for comments.

Late submitted comments or replies will not be considered.

                Meredith Sterkel, Program and Project Supervisor

               Energy Division

                Enclosure: Service List

                Certificate of Service  
CERTIFICATE OF SERVICE

I certify that I have by mail this day served a true copy of Draft Resolution E-4162 on all parties in these filings or their attorneys as shown on the attached list.

Dated March 25, 2008 at San Francisco, California.

                   ____________________

                                                                             Honesto Gatchalian
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