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Reply comments by

The Division Of Ratepayer Advocates on staff proposal for performance based incentives and other elements of the California solar initiative

In accordance with Administrative Law Judge Duda’s April 25, 2006 Ruling, as modified, the Division of Ratepayer Advocates (“DRA”) respectfully submits Reply Comments on the Energy Division’s Draft Proposal on the California Solar Initiative dated April 24, 2006 (“Draft CSI Proposal”).  Specifically, DRA offers Reply Comments on the following Sections:

· Section 6 (Incentive Administration) and
· Section 2.3 & 2.4(Incentives).
I. DRAFT CSI PROPOSAL SECTION 6:  Further Support for DRA’s Recommendation that the Commission designate the Current SGIP Program Administrators (the IOUs plus the SDREO for the SDG&E service territory) as Program Administrators for the CSI Program
The Draft CSI Proposal breaks the CSI program into two groups and proposes a different administration structure for these two groups.  For systems over 100 kW, the Draft CSI Proposal suggests that the current SGIP administrators be maintained and for systems under 100 kW, the Draft CSI Proposal recommends creating a new administrative body, a “third-party administrator.”  Draft CSI Proposal at pp. 41-47.  

In contrast to the Draft CSI Proposal, DRA recommended in its Initial Comments that the Commission retain the current SGIP program administrators for the entire CSI program.   Both PG&E and SCE support the position of DRA,
 generally asserting that their vast experience to date with various kinds of demand-side management programs puts them in good position to continue this role in the context of the expanded CSI activities.
While DRA does not endorse either PG&E’s or SCE’s prior administration as exemplary in terms of how well they have performed in recent or historic periods on handling ratepayer funds for large demand-side programs, the comments submitted by other intervenors confirm DRA’s belief that “the alternatives” under consideration would result in substantial disruption and most likely inhibit movement toward an effective means of meeting the stated objected of reducing peak load demand (statewide) by 3000 MW over the next decade with on site solar electric systems.

The Comments of the “Joint Solar Parties” (CALSEIA/PV Now and Vote Solar) appear to come closest to the position of DRA on this matter.
  While many parties did not address the Program Administration issue in their Comments,
 DRA believes that the Comments on the matter of Program Administration by TURN, SDREO, and the Sempra Utilities affiliates (SDG&E and SoCalGas) can and should be addressed when considering DRA’s overarching recommendation that the CSI Program Administrators be built upon the current SGIP program administrator structure.

First, while TURN offers conditional support for the utilities’ administration of CSI projects less than 100 kW in size, the “conditions” are noteworthy.
  DRA would like to support these general “conditions” offered by TURN as part of DRA’s basic recommendation that the current SGIP program administrative structure be extended to all CSI projects.

Second, the SDREO position, while clearly accepting an expanded administrative role for themselves in the SDG&E service territory, seeks to expand that role into other parts of the state.  While DRA has been among those who have supported SDREO’s activities in the past, DRA is not, at this time, prepared to support an expansion of SDREO’s program administrative responsibilities beyond the SDG&E service territory.

The May 16th Comments of SDG&E/SCG offer perhaps the most “challenging” position on the question of CSI Program Administration, especially in terms of their assertion that if they are not allowed to be the Program Administrator of CSI budgets and funds, they want to be able to “participate” in the CSI program, including the ability to receive financial assistance for solar projects installed in or on their buildings. 


The SDG&E/SCG Comments on this matter (eligibility to “participate”) resurrects an issue that has appeared in the past in terms of the use of ratepayer funds (via rebates) to install energy efficiency products in utility owned buildings.  DRA is unaware of this issue being raised in the context of SGIP/CSI matters; as such, DRA recommends that the Commission defer this matter at this time, and make it clear that this same “deferral” applies to the other IOUs. 

Taken collectively, DRA believes that its recommendation on this matter is the best path to take to minimize the disruption to project installations as the CPUC and the CEC move toward a transition of the consolidation of general regulatory oversight to the CPUC (and away from the CEC) in pursuit of the 3000 Mw, and associated energy production, from the “million solar roofs” effort that led to the CSI.

II. DRAFT CSI PROPOSAL SECTION 2.3 & 2.4:  Comments on these issues (the creation of a PBI incentive mechanism, and a “system size” split between a PBI and an EPBB) provide further support for DRA’s recommendations that (a) the split be established between residential and nonresidential retrofit solar projects; and (b) that there be a residential set aside within annual CSI Budgets. 

The Draft CSI Proposal suggests that two different incentive structure be employed:  Performance Based Incentive (“PBI”) for systems including and over 100 kW and Expected Performance Based Buy-down (“EPBB”) for systems under 100 kW.  In Opening Comments, DRA recommended that the Commission adopt a lower threshold for dividing systems between the PBI and the EPBB.  


The May 16th Comments of other intervenors suggest that a wide variety of disparate positions remain on the basic questions of matching an appropriate incentive mechanism (PBI or EPBB) with the type and size of the solar project.  DRA submits that its proposal represents the “cleanest” point in defining this split, and the best match of applicable incentive structures.   

Virtually every proposal (various kinds of “hybrids” and “phase-ins”) represent, in DRA’s view, unnecessary delays, confusion, and administrative complications. The Commission should adopt DRA’s proposed split between the retrofit residential and non-residential market segments beginning January 2007 - an EPBB for residential and a PBI for non-residential.  Making this determination now will allow time for working out the next level of details necessary for each particular type of financial assistance mechanism for each clearly defined retrofit market segment.  Commission adoption of DRA’s corollary recommendation for an annual CSI budget set-aside for the Residential retrofit market segment, will facilitate a more equitable distribution and approval process of total CSI funds between the residential and non-residential ratepayer classes who are funding the CSI. 

III. CONCLUSION

DRA appreciates this opportunity to comment on the Draft CSI Proposal and requests the Commission to consider the recommendations set forth above.

Respectfully submitted,

/s/ REGINA M. DE ANGELIS

Regina M. DeAngelis

Staff Counsel

Attorney for the Division of Ratepayer
Advocates

California Public Utilities Commission

505 Van Ness Ave.

San Francisco, CA 94102

Email: rmd@cpuc.ca.gov

Phone: (415) 335-5530

May 26, 2006




Fax: (415) 703-2262

CERTIFICATE OF SERVICE

I hereby certify that I have this day served a copy of the foregoing document COMMENTS BY THE DIVISION OF RATEPAYER ADVOCATES ON STAFF PROPOSAL FOR PERFORMANCE BASED INCENTIVES AND OTHER ELEMENTS OF THE CALIFORNIA SOLAR INITIATIVE in R.06-03-004.
[ x ] E-Mail Service: sending the entire document as an attachment to all known parties of record who provided electronic mail addresses.

[   ] U.S. Mail Service:  mailing by first-class mail with postage prepaid to all known parties of record who did not provide electronic mail addresses.

Executed on 26th of May, 2006 at San Francisco, California. 

	/s/ HALINA MARCINKOWSI



	Halina Marcinkowski


NOTICE

Parties should notify the Process Office, Public Utilities Commission, 505 Van Ness Avenue, Room 2000, San Francisco, CA  94102, of any change of address and/or e-mail address to insure that they continue to receive documents.  You must indicate the proceeding number on the service list on which your name appears.

    * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * 
�  PG&E Opening Comments, (pages 13-21); SCE Opening Comments (pages 14-18).


�  Page 30 of May 16th Opening Comments of CALSEIA/PV Now/Vote Solar. 


�  DRA’s review of the May 16th Comments suggests that the following parties did not address the Program Administration issue: Crossboder Energy; Energy Innovations, Inc; Sun Light and Power; CARE; Solargenix Energy Inc.; California Farm Bureau; and Fat Spaniel Technologies, Inc. 


�  TURN Comments, pages 5-6; support seeking an IRS Ruling on certain tax issues; and assurances that if the IOUs are designated as the PA, the conditions of this administrative role include cost-based administration, no shareholder incentive mechanism; reasonable overhead costs, and customer satisfaction. 


�  SDG&E/SCG Opening Comments, pages 18-19.
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