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Solargenix Comments 
on the Market Price Referent for Peaking Products
Introduction

Solargenix appreciates the opportunity to provide comments on the California Public Utilities Commission (CPUC) Staff’s March 22,  2004 White Paper, “Discussion on Market Price Referents”,  and looks forward to a productive workshop(s).  The purpose of this submittal is to suggest alternative methods for evaluating on-peak capacity and energy that is still consistent with the ALJ June 19, 2003 ruling that mandated the use of a Combustion Turbine to be the price proxy for peaking.  Solargenix offers a unique product in that it is the sole renewable that offers firm energy suitable for meeting on-peak loads.  Accordingly, among the renewable generators offering input, few, if any, of these comments on a collegial basis addresses the particular benefits and challenges associated with solar thermal with gas assist.

Suggested Methodology for Evaluating Solar Thermal

The ALJ in the referenced ruling stated that:

We adopt a proxy plant methodology for calculating the market price referent, using a combined cycle proxy for the baseload product and a combustion turbine proxy plant for the peaking product, as described above.

The ALJ went further to describe the manner in which the market price proxy will be calculated (using the combustion turbine for peaking proxy) by ruling:

The market price referent will be calculated as an all-in cost, with an exception for as-available capacity
.

Accordingly, there is no CPUC ruling whereby the CEC should necessarily set a fixed price for peaking based upon the directions and ruling by the ALJ; however, although any price proxy must be based on an “all-in” cost estimate.  The CEC has previously calculated a peaking price for a combustion turbine at 15.7 cents/kWh
.  This cost estimate is based on a 9.8% capacity factor and this “product” is not consistent with the type of peaking product offered by Solargenix or any other solar thermal power plant.  Throughout the proceedings at the CPUC and the CEC, care and attention have been paid to ensure that there is an “apple to apple” comparison of products for fair product evaluation and pricing.  It makes no sense and serves no purpose to the ratepayer, utility or the renewable generation industry to compare, say, photovoltaic or wind to a baseload coal plant from a product standpoint.  

In this same manner, Solargenix rejects the argument that the MPR for peaking should or can be based on a fixed operating point of a combustion turbine.  Through the use of storage, solar thermal can offer many different products.  These products should be evaluated based on their value and worth to the ratepayer.  For example, through storage, high capacity factors exceeding 50% or even 60% could be delivered by a solar thermal power plant and produce a lower product cost.  Through re-sizing of the Electric Power Generation System (EPGS), the same amount of energy could be delivered at much lower capacity factor, say, 15%.  While the storage and other modifications to the plant would result in a higher solar thermal plant capital cost and product cost, the value of the product delivered to the utility could more than justify the added cost.  The ratepayer could therefore benefit by having solar thermal provide a product that has a higher benefit to cost ratio.

In other words, a lower levelized energy cost (LEC) resulting from higher capacity factors may not necessarily make the solar product more competitive since the fossil competition also produces a lower LEC at higher capacity factors.  A base load combined cycle plant produces in the 5 cent/kWh range and would be very difficult competition to solar, whose natural run time should be during times of peak loads that occur during summer daylight hours (especially for summer peaking utilities).  Conversely, a solar plant with a lower capacity factor, even with a higher product cost, could competitively compete with a combustion turbine when evaluated at the same capacity factor and delivering the same amount of energy.

Proposal by Solargenix

Based on the uniqueness of solar thermal generation and its capability to serve multiple products, Solargenix recommends that the price referent for peaking technologies be based on capacity factors.  The capacity factor must be based on the hours prioritized by the utilities as a random capacity factor, such as produced by wind would not qualify as a peaking “product”.  Given the capability of a renewable technology to serve the priority hours as determined by the utility, this renewable technology should be evaluated based on its delivered and pre-determined capacity factor.

To clarify this recommendation, Solargenix has prepared a curve showing the “all-in” costs of a combined cycle (CC) and a combustion turbine (CT).  As noted on the attached curve, the curves for both the CT and the CC become highly exponential at reduced capacity factors and indicating a very high cost of service during the top 15% or so of hours served.  This is consistent with real world, practical pricing as the top few hours in a year are extremely high cost of service.  This curve was based on an economic program developed by Solargenix but is easily duplicated and should be adopted by the Commission as the correct pricing referent methodology (consistent with June 19th  CPUC ruling) for peaking price determination.  As noted on the chart, the CEC estimates of 15.7 cents/kWh (peaking proxy) and the 5.2 cents/kWh (base load proxy) are approximated very closely using the assumptions and methodology to develop the curves.

Summary and Recommendations

Consistent with the CPUC ruling of June 19th , 2003 and consistent with the uniqueness of solar thermal to provide the same amount of energy at various capacity factors to provide optimize cost benefit to the ratepayer, Solargenix recommends:

· A variable peaking price proxy using a combustion turbine based on the top priority hours served by the renewable generator;

· A capacity factor vs cost curve be used as a varying market referent for peaking service;

· The hours determining capacity factor be based on the prioritized hours as determined by the utility served;

· The cost vs capacity factor curve should be developed based on the combustion turbine cost methodology used by the CEC staff in preparation of Cost Comparison Report
.

The use of a variable price proxy for providing firm peaking capacity and energy more closely mirrors the actual cost of such products and better serves the ratepayer in that a more accurate price proxy is used.

Respectfully Submitted

Mark J. Skowronski

For Solargenix Energy, LLC
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�  CEC report “Comparable Cost of California Central Station Electricity Generation Technologies” dated August, 2003, see page 3, Table 1; also see Appendix D, page D-1


�  CEC report “Comparable Cost of California Central Station Electricity Generation Technologies” dated August, 2003, see Appenix D, page E-1





