GOODIN, MACBRIDE,

505 Sansome Street SQUERI, RITCHIE & DAY, LLP Telephone
Suite 900 Atiorneys at Law 415/392-7600
-San Francisco ] Facsimile
California 84111 415/398-4321

June 25, 2007

Michael B. Day

Via U.S. Mail and E-Mail

Energy Division

California Public Utilities Commission
Tariff Files, Room 4005

505 Van Ness Avenue

San Francisco, CA 94102-3298

RE: Protest of PV Now, CALSEIA, and ASPv to Advice Letters 3062-E/2131-E

PV Now, the California Solar Energy Industries Association (CALSEIA), and
Americans for Solar Power (ASPv) (hereinafter, the Joint Solar Parties) hereby submits for filing
this protest to Pacific Gas and Electric Company’s (PG&E) Advice Letter 3062-E and Southern
California Edison’s Advice Letter 2131-E (SCE) submitted by PG&E on behalf of the Program
Administrators on June 4, 2007. The Program Administrators are comprised of PG&E, SCE, and
the California Center for Sustainable Energy (CCSE). Advice Letters 3062-E/2131-E
(hereinafter, the “Advice Letters™) were submitted in compliance with Decision No. (D.) 07-05-
007 and requested three changes to the California Solar Initiative Program (CSI) Handbook
which the Program Administrators suggest will reduce the rate of non-residential applications-
that drop-out of the program,

As further described below, the Joint Solar Parties protest the Advice Letters
principally because we believe that the process involved in reaching the recommendations before
the Commission was simply inadequate to ensure these recommendations will resultina
reduction in the amount of drop-outs the CSI program is currently experiencing. Inadequate data
and analysis concerning the scope and scale of the drop-out problem and the inadequate
procedures involved in arriving at the recommendations before the Commission at this time

~make it difficult to ascertain whether the options proposed in the Advice Letters or other options
are well targeted and likely to be effective in reducing the drop-out rate. Therefore, the Joint
Solar Parties request that the Commission suspend the Advice Letters and hold a workshop or
other forum to allow program stakeholders to publicly provide comments and advice on
addressing the drop-~out problem before the Commission acts on the Advice Letters.

A copy of this protest is being served on each of the Program Administrators
concurrently via email and U.S, Mail.
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L BACKGROUND

On May 3, 2007, the Commission issued D.07-05-007 which primarily addressed
the reintroduction of megawatts (MW) from applications which drop-out of the CSI program or
reduce their system sizes prior to completion. In response to concerns raised by various parties
since the launch of the CSI program in January 2007, D.07-05-007 directed the Program
Administrators to work in conjunction with the solar industry to develop modifications to the
CSI Program Handbook which would reduce the drop-out rate of applications and submit an
advice letter within 30 days of the decision with the recommended changes.

Consistent with D.07-05-007, the Program Administrators developed three
recommendations and asked for feedback from the solar industry on the recommendations prior
to submitting them to the Commission on June 4, 2007 via the Advice Letters. Solar industry
stakeholders were able to provide informal responses on the recommendations and appreciate the
opportunity to do so.

As proposed in the Advice Letters, the three recommendations would be
contained in a new section of the CSI Program Handbook, Section 4.8. The first two
recommendations would only apply to non-residential applications (defined as those projects
with a system size > 10 kilowatts (kW)); while the last recommendation would ouly apply to
applications from non-residential commercial applications (with a system size > 10 kW).

1L PROTEST

The Joint Solar Parties are encouraged to see the Commission and Program
Administrators taking steps to reduce the level of drop-outs in the CSI Program. As we
explained in our April 23 comments the proposed decision leading to D.07-05-007, a high level
of drop-outs undermines the goals of the CSI Program by pushing the California solar energy
market to a lower incentive level too quickly.” By moving too quickly to a lower incentive level,
the market is denied the stimulus resulting from solar energy systems that actually move to
completion at prior incentive levels. While the reintroduction of MWs from drop-outs allowed
by D.07-05-007 will reduce some of the negative impacts of drop-outs, the best and most
effective method of avoiding the drop-out problem is to prevent drop-outs in the first instance.

To this end, any changes to the application process intended to discourage drop-
outs must be based on a thorough understanding of both the scope and the scale of the problem in
order to be effective. Unfortunately, the Program Administrators have only shared imited
information with CS1 stakeholders concerning the scope and scale of the drop-out problem.
While the Joint Solar Parties understand certain program data is nonpublic, data such as
application date, project size, category of project, reason for drop out, type of applicant (host

! See Americans For Solar Power Comments On Proposed Decision OF Commissioner Peevey Modifying
Decision 06-08-028 Regarding CSI Incentive Adjustment Mechanism; Comments of PV Now on the
Proposed Decision of President Peevey..
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customer, company, power purchase agreement), date of conditional reservation, and other
similar metrics can be provided in such a way as to protect confidentiality but still allow
stakeholders to assess vital information concerning the drop-out problem such as whether certain
types of projects are dropping out at a higher rate or whether it is a few participants contributing
to a large number of drop-outs.”> Such an understanding of the nature of the problem is essential
to providing meaningful feedback to the Commission regarding whether the proposed
recommendations will work. To date, such information has not been provided to the solar
industry and, therefore, it is unclear if the changes proposed by the Program Administrators will
result in lower drop-out rates or perhaps result in other unintended negative impacts on the CSI
Program. Moreover, the lack of data upon which to analyze the drop-out problem resulted in the
solar industry stakeholders who were able to respond to the Program Administrators® proposed
recommendations with only the most general feedback.

Moreover, the process involved in arriving at the recommendations before the
Commission, was flawed. The initial draft document with a proposal for addressing drop-out
rates was sent to certain solar industry stakeholders by the Program Administrators on May 16th
with a request for comments by May 24th. Unfortunately, the initial proposal was not sent to all
of the solar industry stakeholders on the CST service list. This resulted in the draft not being
made available to CALSEIA until May 22, thereby, leaving only two days for CALSEIA to
formulate a response to the proposals. The process described above when coupled with the
limited amount of data available to the solar industry regarding the scope and scale of the drop-
out problem severely limited the quality of the feedback the solar industry was able to provide
the Program Administrators prior to their submission of the recommendations to the
Commission. Simply put, the Joint Solar Parties do not feel industry stakeholders had an
adequate opportunity to participate in arriving at recommendations which will address the drop-
out problem and, therefore, cannot support the recommendations contained in the Advice Letters.
The Joint Solar Parties also do not believe this process is what was intended in D.07-05-007.
Having said this, the Joint Solar Parties recognize that the Commission provided the Program
Administrators with 30 days to propose changes to the CSI Handbook designed to reduced the
drop-out rate and that this compressed time schedule limited opportunities for discussion and
deliberation on the causes and possible solutions to address drop out rates. The Joint Solar
Parties want to make clear that we do not offer the timeline above to assess fault. We merely
wish to make the Commission aware that the timeframes allowed by D.07-05-007 had
unanticipated negative consequences on the ability of stakeholders to be involved in the process
leading to the instant recommendations the Commission is asked to assess.

Lastly, while the Program Administrators did make changes to the proposals
initially submitted to the solar industry for comments on May 16 based on the feedback received
from the solar industry, the Advice Letters do not address any of the other suggestions advanced
by the solar industry as possible avenues for reducing the drop-out problem. Nor do the Advice

* Confidentiality of certain data, such as installer name, could be protected by using proxies for an
individual installer name. For example, Installer A, Installer B, etc.
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Letters provide any explanation of why the exact recommendations before the Commission at
this time were chosen versus the recommendations advanced by commenters but not accepted by
the Program Administrators.” Such a lack of transparency and analysis is particularly troubling
given the general lack of information regarding the scope and scale of the drop-out problem
discussed earlier in this protest. Accordingly, the Joint Solar Parties are left in the same position
in which they started this process - having limited information upon which to assess the
reasonableness of the measures advanced.

Given these factors, in order to effectively address the drop-out issue, the Joint
Solar Parties recommend Commission suspend the Advice Letters at this time. The best way to
address the drop-out issue is to hold a public workshop after key metrics on the drop-out issue
are released by the Program Administrators to all CSI Program stakeholders. This venue will
allow all CSI stakeholders to meet in a public forum to work collectively to address the issue
based on solid data. Alternatively, if the Commission and the Program Administrators have the
data and analysis available for presentation, the Solar Forum to be held on June 29, 2007 could
also represent an opportunity for stakeholder input into methods for reducing drop-outs.

III. CONTACT INFORMATION FOR PROTESTANTS

Contact information for protestant, PV Now, is as follows:

Michael B. Day

Joseph F. Wiedman

Goodin, MacBride, Squeri, Day & Lamprey LI.C
505 Sansome St.

Suite 900

San Francisco, CA 94111

Telephone:  (415) 392-7900

Facsimile: (415) 398-4321

Email: mdavi@goodinmacbride.com
Email; jwiedman@goodinmacbride.com

* For example, see the attached comments presented by CALSEIA to the Program Administrators
regarding Program Administrators’ initial proposals. In the attached comments, CALSEIA raises
concerns regarding the initial proposal and offers several counter proposals. The Advice Letters
submitted to the Commission do not address any of the concerns raised by CALSEIA. Nor do the Advice
Letters discuss any alternative proposals raised by CALSEIA.
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Contact information for protestant, CALSEIA, is as follows:

Sue Kately

CALSEIA

P.0. Box 782

Rio Vista, CA 94371
Telephone: (916) 747-6987
E-mail: infol@calseia.org

Contact information for protestant, ASPv, is as follows:

Todd Foley

Director, Business Development & External Affairs
BP Solar

630 Solarex Ct.

Frederick, MD 21703

Telephone: (301) 698-4255

E-mail: foleymt@bp.com

CALSEIA and ASPv have given counsel for PV Now authorization to file this

protest on their behalf.

cC:

Thank you in advance for consideration of this protest.

Respectfully,

Michael B. Day
Attorney for PV No

Sean Gallagher, Director, Energy Division (by hand delivery & e-mail) shg@cpuc.ca.gov
Honesto Gatchalian (by hand delivery & e-mail) jni‘@cpuc.ca.gov

Maria Salinas (by hand delivery & e-mail) mas{@cpuc.ca.gov

Brian K. Cherry (by mail & e-mail) PGETariffs@pge.com

Service List — R.06-03-004




Attachment 1

CALSEIA Comments and Positions on Prﬁpgsed CSI Advice Letter Regarding Drop Out
ates

Dated May 31, 2007

3194/002/X90419.v1
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CALIFORNIA SOLAR ENERGY INDUSTRIED ASSOCIATION
YE-FAT-ERE7 info@calselnorg
PO Box 78I, Rio Viste, CA 94571

May 31, 2007

Sara Birmingham
Pacific Gas and Electric
Via email

CALSEIA Comments and Positions on Proposed €51 Advice Letter regarding Drop Out rates

CALSEIA prepared these comments after review of the Program Administrators’ draft proposal for
minimizing CSI Drop Outs. The draft comments were circulated by Sara Birmingham of PG&E to Ms, Julie
8lunden of Sunpower Corporation. Ms. Blunden then circulated the draft comments to CALSEIA, a
portion of the solar companies in the C81, and Vote Solar.

The following information will provide specific responses to the propesed suggestions and provide
afternative suggestions.

These comments are specific to the Proposed Suggestions
Suggestion # 1. Revise application fee so that it does not decline,

CALSEIA believes that this proposal will not affect drop-out rates, Mega companies with the financial
resources to pay the fees will not be affected and smalier companies without the resources will be
unfairly excluded from participation because of they do not have encugh capital reserves to pay the
higher fees.

Suggestion #2. Increase Application Fees for companies with high drop out rates.

CALSEIA believes that this program has not collected encugh information on the cause of drop out rates
to implement this suggestion. There could be legitimate reasons why drop outs are occurring and it
would not be appropriate to assume that a company with a high drop out rate is doing something wrong
and should therefore be subjected to higher application fees.

Suggestion #3. Require building permit submission for commercial/non-residential systems.

CALSEIA believes that this suggestion alone does not sclve the problem, Please see suggestion 3 below
detailing how this can be used in conjunction with other specific changes.

CALSEIA A!témative Comments and Suggestions

Page10f3



The purpose of the CSl s twofold; to deliver 3,000 MW of generation capacity and to build a sustaining
solar industry:

“Public Resources Code 25780. The Legisiature finds and declares both of the following: (g} It is the
goa! of the state to install solar energy systems with o generation capacity equivalent of 3,000
megawatts, to establish a self-sufficient solar industry in which solar energy systems are a viable
mainstream option for both homes and businesses in 10 years,...”

CALSEIA has identified several probiems that might be contributing to high drop out rates, for
example:

1.

2006 SGIP rebate applications were included in the 2007 CSI program. The decision to include
2006 SGIP rebate applications caused a rapid decline in the rebate levels in the first three
months of the CS| program. Ninety days is insufficient for the solar industry {or any other
industry for that matter) to develop economies of scale that would achieve lower cost
equipment {principally the PV panels but other components as well). In some cases, rebate
levels have now dropped to levels that were originally projected to be reached.in 4 years.

Rehate levels are uncertain until the reservation fee is filed. For example, a customer elects to
purchase a system at $2.20/watt but the rebate level can drop between the time the application
is submitted and the deposit is made. As a result, customers cancel projects because they
cannot obtain the original rebate. (this example is based on PG&E disclaimers that rebate levels
cannot be guaranteed at the time of application and real, cancelled projects)

CALSEIA suggests the following the PA’s file an advice letter consistent with the following actions to
address drop out rates:

1.

Data Transparency. CALSEIA recommends that funds from the Marketing/Outreach or Research
and Development allocations be expended be to perform a detailed survey of customers who
dropped out of the program to quantify and assess the reasons for program drop out. The
Program Administrators should promptly make this information available to the solar industry
and general public. It is understandable that companies may wish to have close and frequent
contact with the Program Administrators for market research, however, Program Administrators
shoutd be mindful of this and ensure that information is provided broadly to as many companies
as possible.

Drop out rate grace period. Allow a grace period, based on historical program experience, which
allows rebate leveis certainty by using a conservative, estimate of the drop out rate. If the
Program Administrators aliow the rebates reservations to “go over” the tier for one level the
next level could be adjusted to ensure that expenditures are balanced and that funding is not
over-ailocated, {the CPUC decision does specifically allow some discretion by Program
Administrators},

Page 2 0f 3



3. Require proof of projects {this recommendation should only be pursued in its entirety):

a.

b.
c.
d

Reguire a signed contract up front

Application fees up front

Guarantee the rebate level upon receipt of the signed centract and application fees
Within 6 months of application, show proof that applications for construction permits
have been filed with the local jurisdiction having authority.

Exempt Government, s¢hools, not profits from this proof of permit requirement because
of the length of time needed to receive all state reviews and approvals (e.g., Office of
the State Architect for school projects) '

4, Remove the SGIP projects from the calculations used to determine the CSi program steps. By
including 2006 SGIP reservations in the 2007 CSi program the rebate levels can be restored to
the levels envisioned when the CSI program was established. At the least, the SGIP projects

" should be removed from the calculations to determine the CSI program steps. If this is not
possible, then the basis for including SGIP projects shouid be revisited to ensure that the intent '
of SB1 is being met.

5. Revisit the drop out rate situation in a public venue and consider alternative proposals. CALSEIA
suggests that this review be conducted within 3 months of the filing of the advice letter. Other
options have been proposed by industry worth examining, however there was insufficient time
to reach consensus. '

if you have any questions regarding this proposal, please feel free to contact me.

Sincerely,

Sue Kateley

Executive Director

cc: Julie Blunden, Sunpower Corporation
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DAVID KOPANS
david.kopans@fatspaniel.com

JEFFERY D. WOLFE
jeff@grosolar.com

KEITH MCCREA
kmecrea@sablaw.com

MICHELLE COURTER
info@soiarpathfinder.com

TERENCE PARKER

UNITED SOLAR OVONIC, LLC
3800 LAPEER ROAD
AUBURN HILLS, M| 48326

PACYINZ LYFOUNG
manjusuri@yahoo.com

LORI A. GLOVER
iglover@solidsolar.com

CHRISTOPHER HILEN
chilen@sppc.com

STEVEN D. PATRICK
spatrick@sempra.com

HOWARD CHOY
hchoy@isd.co.la.ca.us

NORMAN A. FEDERSEN
npedersen@hanmor.com

MICHAEL MAZUR
mmazur@3phases.com

HARVEY M. EDER

PUBLIC SOLAR POWER COALITION

Pubtic Solar Power Coalition
1218 12TH STREET, NC. 25
SANTA MONICA, CA 204014

SUSAN MUNVES
susan.munves@smgov.net

MARY LUEVANG
mivevano@gicbalgreen.org

STEVE CHADIMA
steve@energyinnovations.com

DANIEL W. DOUGLASS
douglass@energyattorney.com

AKBAR JAZAYEIRI
akbar jazaveri@sce.com

AMBER DEAN
amber.dean@sce.com

CASE ADMINISTRATION
case.admin@sce.com

MICHAEL . MONTOYA
mike.montoya@sce.com

R. GLIVIA SAMAD
olivia.samad@sce.com
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RONALD MOORE
rkmoore@gswater.com

DAVID A, FIELD
diield@openenergycorp.com

MICHAEL YAMBRACH
michaesly@sepcor.net

DAN PERKINS
perkydanp@yahoo.com

THEODCRE E. ROBERTS
troberis@sempra.com

ANDREW MCALLISTER

andrew.meallister@energycenter.org

IRENE M. STILLINGS
irene . stllings@energycenter.org

STEVE RAHON
Ischavrien@semprautilities.com

DAVID J. COYLE

ANZA ELECTRIC COOPERATIVE, INC

58470 HIGHWAY 371
ANZA, CA 92538-1808

GENE BECK
gbeck@etfinanciai.com

ROD LARSON
rod.iarson@sbegiobal.net

JUDY STALEY
rebates@recsolar.com

STUART HALLIN
shallin@recsolar.com

JACQUES DE DEKEN
Jacques@cerox.com

JANIS C, PEPPER
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MARC D. JOSEPH
mdjoseph@adamshbroadwell.com

MATTHEW FREEDMAN
freedman@turn.org

STEPHEN A.S. MORRISON
stephen.morrison@sfgov.org

Diana L. Lee
dil@cpuc.ca.gov

THERESA L. MUELLER
theresa.mueller@sfgov.org

ERICA MACKIE, P.E.
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EVELYN KAHL
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JAMES D, SQUERI
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JOSEPH F. WIEDMAN
jwiedman@gocdinmacbride.com

MICHAEL B. DAY
mday@gmssr.com

THOMAS J. MACBRIDE, JR,
tmachride@gmssr.com

JOSEPH M. KARP
jkarp@winston.com

SARAH TUNTLAND
sarahtuntiand@yahoo.com

RANDALL J. LITTENEKER
8@pge.com

STACY W WALTER
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SARA STECK MYERS
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ARNC HARRIS
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H. CLINTON PORTER
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GRANT KOLLING
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ALEXIS K. WODTKE
lex@consumercal.org

GOPAL SHANKER
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SUE KATELEY
info@caiseia.org

JOSHUA HARRIS
jharris@volkerlaw.com
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KENT SHELDON
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