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INTRODUCTION:


PG&E and SDG&E are requesting $30 million and $15 million, respectively, to facilitate the development of new renewable resources and technologies over a two-year period.  The utilities are seeking to establish Emerging Renewable Resource Programs (ERRP), which are intended  to bridge the gap between research and development and commercial production of new renewable technologies.  PG&E identified two projects – University of California, Merced, Solar Energy Testing Center (Solar) and Wave Connect project (Wave) at a cost of $2 million and $6 million respectively, while SDG&E identified a Wastewater Facility Biomethane Demonstration project at a cost of $4 million.  Future projects will be selected based on a two-tiered screening and evaluation process that requires potential projects to be at a certain stage of technological development, compatible with the California Renewable Portfolio Standard (RPS) requirements, exhibit technical viability and portfolio fit.  Projects will also be reviewed with PG&E’s and SDG&E’s respective Procurement Review Groups (PRG). Those projects that meet the project selection criteria and move through the project selection process will be submitted to the Commission for approval through a Tier 1 Advice Letter.
  Following Commission approval, actual ERRP project expenditures will be recorded and recovered in ERRA. 


The utilities have proposed to establish an oversight Committee to be known as the Emerging Renewable Resources Coordinating Council (ERRCC) to facilitate information-sharing, coordination and potential cost-sharing of projects similar to the Energy Efficiency Technologies program.  The final structure and objectives of the ERRCC would be determined by the committee members when formed.
  The ERRCC members would consist of representatives of the California Energy Commission (“CEC”), including the CEC’s Public Interest Energy Research (“PIER”) group, the Energy Division of the California Public Utilities Commission, The Utility Reform Network (“TURN”), and Division of Ratepayer Advocates (“DRA”).  

The role of the ERRCC should be defined in this proceeding as opposed to PG&E/SDG&E proposal for the ERRCC to define its own role once it is established.  This issue was addressed by Administrative Law Judge (ALJ)  DeBerry during the second Pre-Hearing Conference (PHC) of October 30, 2007:
ALJ DeBerry:

“….is the council going to hold a position of review such that they could reject a proposal of either of the utilities for an ERRP project?

MR. LA FLASH:  Your Honor, it's meant to be a coordinating council.  And we'd take into consideration the advice we get from that council.   It's -- the full rules of the council haven't been established yet.  We would propose to do that once the council assembled so we can work that out amongst the members.  We haven't contemplated that it would be of a nature where there is some veto authority because we would hope to make it more of a collaborative nature than that.


The ALJ’s concern about the lack of rules and regulation for the proposed ERRCC appears to have merit.  DRA has not been satisfied with the current Energy Efficiency Technologies advisory council due to lack of transparency in its decision making.  The utilities’ Procurement Review Groups are also not a good vehicle to review emerging renewables because the PRGs generally lack expertise in this area.  

The utilities’ shareholders should be compelled to contribute to ERRP due to the inherent benefit to the shareholders.  The shareholders are subject to penalties if the utilities do not achieve the 2010 goal of 20 percent renewables.
  Moreover, forcing ratepayers to pay for all of the ERRP costs does not acknowledge that the ERRP may provide PG&E and SDG&E shareholders an opportunity to invest in utility owned generation.  
DRA’S ANALYSIS

1. How the relief PG&E and SDG&E are seeking fits (or does not fit) within current State policies on energy procurement

The ERRP was originally included in the 2006 Long Term Procurement Plan (LTPP) to help fulfill the California Renewable Portfolio Standard (RPS) policies.  Senate Bill 1078 (SB 1078, Sher, Chapter 516, Statutes of 2002) established the RPS program, which requires an annual increase in renewable generation by the utilities equivalent to at least 1 percent of sales, with an aggregate goal of 20 percent by 2017.  The PUC accelerated the goal, requiring the utilities to obtain 20 percent of their power from renewable sources by 2010 (Senate Bill 107 codified this goal in state law).  Currently, the Commission is considering ways to achieve 33 percent renewable energy by 2020.
  The utilities’ application intends to boost the renewable resources to meet the RPS obligations of 20 percent by 2010, and also achieve the Assembly Bill (“AB”) 32 objective of reducing California’s greenhouse gas emission to 1990 levels by 2020. 


Table 4 below shows the California Energy Commission Annual Renewable Portfolio Report to the legislatures, for renewable resources of the three IOUs from 2001 to 2006 as reported in the California Energy Commission’s Annual Report to the Legislature.  Based on the available data, PG&E needs about 8% additional renewable resources to meet the 20% goal while SDG&E needs additional 14% in the next 3 years.  At this moment, DRA does not have information to determine how much of their  renewable requirements the utilities have secured under contracts or which of those renewable projects may  fail prior to implementation.

[image: image1.png]Table 4: California Investor-Owned Utilities and Statewide Progress
Toward 20 Percent Renewables by 2010
(Percentage Renewables)

10\ 200 2003 2004 2005 2006
PG&E 8.9% 12.4% 11.6% 11.9% 11.9%
SCE 14.8% 17.7% 18.2% 17.2% 16.0%
SDG&E 1.0% 37% 4.3% 52% 5.3%
10Us 10.9% 14.0% 13.9% 13.7% 131%
Combined
Total 10.5% 10.4% 10.1% 10.7% 10.9%
Statewide

Sources for 2001, 2003, 2004, and 2005 data: Califomia Energy Commission, August 7, 2007, Renewables Portiolio
Standard Procurement Verification Report (Tables 7, 15, and 20), CEC-300-2007-001-CMF, located at

vavew.energy.ca.gov/2007publications/CEC-300-2007-001/CEC-300-2007-001-CMF_PDF. *3006 data was submitted by the

10Us in RPS Track Forms, to be verified in the forthcoming 2006 RS Procurement Verification Report.Total statewide
percentages include generation data from the three large I0Us, electric service providers, small and mulurisdictional
utities, and local publicly owned utilties. The data source for the total statewde percentages is the 1983-2005 California
Electricity Generation database located at wwy: energy.ca.govlelectricity/ ELECTRICITY_GEN_1983-2005.XLS. Although
the total Statewide data is incomplete because some entites have falled o report it represents data from entities serving
approximately 95 percent of total state retail sales





The relief PG&E and SDG&E are seeking fits within the Commission’s overall energy procurement goals of procuring 33% of the utilities energy from renewable resources, but only one of the utilities’ identified projects may be completed on time for the RPS deadline in 2010.  In response to ALJ DeBerry’s questions in this proceeding, PG&E states that the WaveConnect project, if found to be commercially feasible and technically viable, is approximately 10 years from the initiation of Stage 1 (the demonstration phase of the project).  ERRP funding requested only for stage 1 of the project would last approximately 5 years.  Stage 2, the demonstration phase, is estimated to last approximately 2 to 4 years.  PG&E’s proposed Solar project is also not expected to be completed by 2010.  PG&E expects commercialization of solar technologies resulting from the tests in 2015 (5 years after the first test).  SDG&E estimates that the Biomethane demonstration will be completed in 18-24 months.  The Biomethane project appears to be the only project that would meet the 2010 renewable energy goal.


The WaveConnect project will require CEQA review and may involve many environmental issues.  Based on PG&E’s responses to DRA’s data request (DRA_Sec.1-001-06) in this proceeding, DRA has learned that the WaveConnect project is being protested at FERC by various cities and agencies connected to the project sites of Humboldt and Mendocino Counties.
  It is conceivable that most of the funding for the WaveConnect project would be spent on administrative and legal issues in light of the contentious nature of the project.  


While the aforementioned projects might not be feasible within the RPS timeframe, they all have the potential to produce more renewable resources in the long run to meet the 2020 goals.  With the current state of limited renewable resources available and state’s mandate to invest in renewable energy resources, DRA should consider supporting efforts to increase renewable energy supply.  A study by the National Renewable Energy Laboratory reflects that consumer demand for green power has increased 18-fold from 2001 to 2006.
  The study contends that demand, including that from other state’s RPS, has begun to outstrip supply in 2007 year and this trend could push renewable power prices up, dampening growth for competitive firms that sell green power.  The study concluded that “the supply/demand imbalance could be just a short-term problem if the government acts to support green power.”  Essentially, this statement reflects the position that public support is desirable to eschew the current inelastic renewable supply curve.  Enhanced supply of emerging renewables resources would reduce the costs of future renewable resources, and eventually lower the cost of electricity for the ratepayers.

In response to ALJ DeBerry’s question: “Explain how ERRP addresses the following issues: Greenhouse Gas reduction”  SDG&E replied: “the ERRP will facilitate the commercialization and availability of a diverse suite of emerging, low-carbon or carbon –free renewable generating resources, thereby helping California meet its greenhouse gas reduction goals in AB 32 and GHG emissions performance standard.”


Based on this response, the ERRP is also intended to target the reduction of GHG by facilitating faster introduction of renewable resources that otherwise might not be commercially feasible.  However, the degree to which the ERRP programs will contribute to the reduction of GHG cannot be known or measured at this time due to the uncertainties surrounding the outcome of the projects. 
2. The relief DRA requests is appropriate


DRA has consistently supported cost-effective renewable resources.  The proposed technologies – WaveConnect, Solar and Biomethane – are within the eligible renewable resources as defined by the CEC.  DRA has not objected to the proposed budget of $30 million and $15 million for PG&E and SDG&E respectively.  However, DRA recommends measures to ensure the funds are managed efficiently.  For example, the WaveConnect project is entangled in legal issues with various agencies.  That begs the question, should the WaveConnect funds be used to address legal issues?  DRA should say no.  The ERRCC should ensure that ratepayer’s money is not  used on issues not pertaining to the demonstration of the project as intended.

The ERRCC as currently proposed by the utilities may not reject projects.  The ERRCC was based on the Energy Efficiency Technologies program with which DRA is not satisfied.  In the Energy Efficiency Technologies program, there is a lack of open dialog about projects and the utilities continuously ignore DRA and other member’s inputs.  As a result, the Commission is currently reviewing the Energy Efficiency Technologies program to address these deficiencies. 
   The ERRCC should have the authority to approve and reject projects.  Obviously, the idea is not to micromanage the utilities, but to ensure there is adequate control of the proposed budget.  DRA recommends that the ERRCC vet all projects and should have a veto power to override any proposed project.  

DRA recommends that the utilities shareholders contribute some funds to the emerging renewable programs.  If as expected the research results in utility owned generations, shareholders stand to benefit in many respects.  Such benefits include increased return on equity and the opportunities to avoid penalties for non-compliance with RPS.  Furthermore, with current scarcity of renewable resources, new developments are likely to have a premium price benefits that will enhance shareholders investments.

In sum, DRA recommendations are as follows: 
· Establish the rules and authority for the ERCC in the decision for this proceeding; 
· Bar the utilities from using the ERRP resources for legal fees pertaining to legal contests on licenses and such administrative problems; 

· Require some shareholder contribution to the budget.
� Tier 1 Advice Letters are advice letters that are effective pending disposition.


� DRA meeting with PG&E and SDG&E on October 18, 2007.


� Transcript of PHC, October 30, 2007, p 44.


� Ibid, p. 45


� D.03-06-071, Order 23 -- Subject to the flexible compliance mechanism, failure to satisfy the annual procurement targets will result in an automatic penalty of 5 cents per kWh, subject to the process, exceptions, and penalty cap described above.


� The Energy Action Plan  -- http://www.cpuc.ca.gov/PUBLISHED/REPORT/51604.htm:


“California can reduce its greenhouse gas emissions, moderate its increasing dependence on natural gas, and mitigate the associated risks of electricity price volatility by aggressively developing renewable energy resources to meet the Renewables Portfolio Standard (RPS) requirements. As originally established, the RPS requires 20 percent of electricity sales to come from renewable sources by 2017. In the first EAP, we set a goal of accelerating the 20 percent target from 2017 to 2010. We are now identifying the steps necessary to achieve that target, as well as higher goals beyond 2010, such as Governor Schwarzenegger's proposed goal of 33 percent of electricity sales by 2020.  To reach these goals, we must streamline and make transparent all of our approval processes, provide funding for renewable resources that reflects these policy priorities, and establish the necessary infrastructure for delivery of power from new renewable projects. We intend that our increasing reliance on renewable resources within California and from the western region will help mitigate energy impacts on climate change and the environment. We expect that all California load serving entities will contribute to these goals.'”


 





� The following cities and agencies have filed comments with FERC regarding the WaveConnect Project: 1) California State Land Commission; 2) Redwood Coast Energy Authority, 3) Board of Supervisors, County of Humboldt; 4)United States Department of the Interior; 5) City and County of San Francisco


� A Preliminary Examination of the Supply and Demand Balance for Renewable Electricity, National Renewable Energy Laboratory, October, 2007


� Response of PG&E and SDG&E to ALJ DeBerry’s Questions at the First Prehearing Conference, September 24, 2007, p. 4


� Discussion with Christine Tam, DRA’s analyst.
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