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PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 
                  
ENERGY DIVISION      RESOLUTION E-4162 

 April 24, 2008 
 

R E S O L U T I O N  
 

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 were 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.” (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 
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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 Commission 
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 therefore 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.” (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 
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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 
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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.” (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.   
 
PROTESTS TO DRAFT RESOLUTION 

No protests to draft Resolution were filed. 

COMMENT TO DRAFT RESOLUTION 

Two parties filed comments to Draft Resolution E-4162, the California Center for 
Sustainable Energy (CCSE) and Southern California Edison (SCE).  Both parties 
agreed with the intent of the Draft Resolution.  In comments, CCSE requested 
that the Commission provide a clear plan of action to assess what types of 
incentives could be offered to solar water heating systems that displace 
electricity.  While SCE’s comments stated their support for Draft Resolution E-
4162. 
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CCSE’s Comments 
 

• Given that the AB 1470 SWH Program will be open to gas utility 
ratepayers only, some programmatic options should be made 
available for electric displacing SWH systems: If after Commission 
review of the SWH Pilot Program results, SWH is in fact covered by 
two or more programs (e.g., the CSI or another program for electric-
displacing SWH systems, and the Assembly Bill (AB) 1470 program for 
gas displacing SWH systems), CCSE suggests that marketing and 
promotion of these systems be integrated seamlessly in order to 
generate effectively the necessary public awareness of the benefits of 
displacing traditional energy sources through SWH. 

 
SCE’s Comments 
 

• SCE Supports the Draft Resolution’s proposed modifications to the 
CSI Program Handbook to remove solar water heating 

 

DISCUSSION OF COMMENTS 

In CCSE’s comments, the concern is raised that if two programs provide 
incentives for SWH (AB 1470-based program for gas displacing technologies and either 
the CSI or another undefined program for electric displacing technologies) there may be 
lost opportunities to promote support SWH.  CCSE then states that the 
marketing and promotion of potential SWH incentive programs should be 
integrated to more effectively raise public awareness.  The Commission agrees 
that any future incentive programs for SWH should, to the extent possible, be 
integrated and additive to maximize their effectiveness.  
  
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. 

 
2. CCSE and SCE filed comments on April 14, 2008.  CCSE’s related to 

integration of marketing of future SWH incentive programs.  SCE’s comments 
supported the findings of the draft Resolution.  
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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: 
 
 
 
 
 
         /s/ Paul Clanon  
         Paul Clanon 
          Executive Director 
 
         MICHAEL R. PEEVEY 
                  PRESIDENT 
         DIAN M. GRUENEICH 
         JOHN A. BOHN 
         RACHELLE B. CHONG 
         TIMOTHY ALAN SIMON 
                  Commissioners 
 


