APPENDIX A
I.
The PBI Proposal Adopted by the Commission should also Include Incentives for Large Commercial Solar Thermal Installations. 

A.  Introduction

Americans for Solar Power believe that any kind of PBI Proposal reviewed by the Commission in regards to the CSI should include language providing for the inclusion of commercial solar thermal (CST) installations under the language in the decision including “solar thermal electric, solar water heating, and solar heating and air conditioning technologies.”
   Prior to finalizing our proposal, we require clarification of the following issues:  1) the program for solar domestic hot water for large commercial customers will be developed at the CPUC in conjunction with the program for large commercial space heating, space cooling, and industrial heating and cooling, 2) the SDREO pilot program will be developed for residential and small commercial domestic hot water only, and 3) the program for residential and small commercial space heating and space cooling will be developed in conjunction with the SDREO pilot or at the CPUC, but independent of the large commercial program.   

B.
Background on Large Commercial Solar Thermal 

Currently, there are few incentive programs in place for CST systems because of their relative newness to the United States market, although there are incentive programs along with hundreds of systems in the European Union.  With natural gas prices and supply becoming an issue, CST systems are becoming more attractive in the U.S.  In addition, enhancement of the CST technology over the years allows these systems to reliably provide higher temperature water that can be used to provide both the newer applications of space heating and space cooling, in addition to commercial-scale domestic hot water (DHW).  If the Commission adopts a PBI incentive structure for CST, California will be one of the first states to create such a program.

S.O.L.I.D. USA, Inc., a member of ASPv, made filings in the CSI process regarding large commercial solar thermal technologies.  These large-scale systems can provide space heating, and/or and space cooling, and/or DHW, along with process heating or cooling and can displace both natural gas and electricity on a large scale.  Like the residential solar domestic hot water systems that have been in use for decades, all of these applications start with the production of hot water; however, CST systems produce higher temperature hot water, use higher quality components, different types of collectors include collectors that are designed and manufactured to a different standard, and typically are engineered to be part of a central system.  There are other significant technical and commercial (e.g. sales approach, distribution, financing, etc.) differences.  CST systems produce medium temperature water and can be constructed with any of the three primary types of thermal collectors:  flat plate, trough, and evacuated tube.    They generally range in size, for flat plat collectors, from 500 square feet of total collector area up to 190,000 square feet (the largest system in the world).            

The differentiation between small commercial and large commercial should be determined using the following criteria:  1) System complexity for small commercial installations versus complexity for large commercial installations, including energy production metering; 2) Availability of  qualified system vendors for small commercial installations versus vendors available for large commercial installations; and 3) System finance options availability to small commercial buyers versus large commercial buyers.   Once these factors are considered, we recommend a demarcation between small and large commercial based on annual projected energy production by the CST system.  Annual production is one of the key factors that a buyer will use in making their purchase decision, so this information will be readily available to all small and large commercial users considering the installation of a CST system.   

CST systems, at the same time, fulfill energy requirements beyond domestic hot water, by providing energy for space heating, space cooling, and process heating and cooling.  Such applications go beyond traditional energy conservation measures and are true energy producing systems.  ASPv believes that California can take the lead in these installations by establishing a clear PBI incentive program this year.  

C.  Request for Clarification

We therefore request clarification of the direction to SDREO to develop a pilot program for residential, commercial, and industrial solar hot water.  We believe that the program for all large commercial and industrial solar thermal incentives should be developed at the CPUC.  To have SDREO develop a large commercial and industrial program would be duplicative.  We believe that the SDREO program should be limited to residential and small commercial.  

At the same time, this Commission should consider expanding the SDREO pilot to include residential and small commercial heating and possibly cooling due to the same reasoning; all products result from solar hot water.  The state of technology development and the other program issues surrounding residential and small commercial issues also suggest that a pilot program might be appropriate.  ASPv believes that there will be little, if any, overlap in the development of a residential and small commercial versus a large commercial and industrial program for cooling and heating.  At the very least, we request that if the CPUC develops the residential and small commercial heating and cooling program, that this program be independent of the CST program, which we believe should be quite different.  

D.  ASPv’s PBI Proposal for CST Systems

The ASPv PBI Proposal for CST is based upon a program recently developed and implemented by the Arizona Public Service (APS) for CST systems.
  The APS program pays for energy metered over a 10-year period.  ASPv looks forward to working with the Commission to introduce a PBI program for CST systems.  ASPv expects that the incentives for non-photovoltaic (PV) technologies in the CSI will be developed later this year.  Nonetheless, to the extent that a PBI under the CSI is being developed now, CST has numerous convergent issues with PV.  

Eligible projects would include: commercial domestic hot water and/or space heating projects with an annual energy output of 35,000 kWh thermal; commercial space cooling with a minimum of 10 tons; commercial or municipal pool heating combined with space heating and/or cooling meeting the above size requirements; and all industrial process heating or cooling.
 

The CST incentive structure would be based on the following assumptions:

· 10-year contracts with declining incentives where the initial rate will stay the same for the first three years and then decline more steeply than the PV initial rate decline.
· Quarterly payments, based on btu meter readings for energy produced, that will be verified, at a minimum, on an annual basis. 

· Financing costs included in the project cost.

· Periodic program adjustments are required to reflect market changes.
· Reservations for CST projects would require customer signatures, but would not require an actual contract; confirmed reservations ensure a multi-year commitment, project installation within 365 days of reservation.

· Customer will own the Renewable Energy Credits (RECs).

· CST incentives should be available for all reservations made after January 1, 2007, for projects put into service after January 1, 2007.

· PowerClerk, or a similar program, should be used after being adapted to thermal.

CONCLUSION
ASPv believes that the following issues should also be addressed in discussing solar thermal at the PBI workshop: qualifying technologies and system applications; incentive amounts, caps and the effect of Federal Tax Credits; metering and measurement; and program cost.

We respectfully request a clarification by the Commission of where the various solar thermal programs will be addressed.  Please clarify which solar thermal program will be at the Commission or at SDREO.  
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� The European Union (EU) has the most experience with CST where incentives for these systems are typically up-front, buy-downs of 30-50%.  Almost all of these systems have been installed in district heating systems which provide piping for hot and chilled water over a large area, such as a city or a campus, allowing numerous buildings to utilize the water.  However, with the recent call by the EU for incentives for solar thermal heating and cooling, it is expected that more CST systems will be installed on individual buildings and may lead to the introduction of a PBI for this technology.  In addition, a number of U.S. states have now included solar thermal in their renewable energy portfolios.  To date, however, only Arizona Public Service (APS) and Keyspan energy have a CST incentive, APS’s being truly performance based.


� To our knowledge, the APS program may be the first true PBI for CST in the world.  In the United States, besides the APS program, Keyspan Energy has recently introduced an incentive in parts of Massachusetts and New Hampshire.


� Data from the Solar Rating and Certification Corporation (SRCC) for OG-300 certified systems for the production of DHW in residential applications in various California climate zones indicates that annual production of the highest rated residential systems is approximately 3500 kwh per year.   Using this as a base and combining it with industry experience, we recommend that the line between small commercial and large commercial be drawn at an annual projected production of 35,000 kWh thermal per year.)
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