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BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF CALIFORNIA

Order Instituting Rulemaking to Develop Rulemaking 06-02-012
Additional Methods to Implement the California | (Filed February 16, 2006)
Renewables Portfolio Standard Program.

REPLY COMMENTS OF THE LARGE-SCALE SOLAR ASSOCIATION
ON MARCH 26, 2009, REVISED PROPOSED DECISION

Pursuant to Article 14 of the California Public Utilities Commission’s
(Commission) Rules of Practice and Procedure, the Large-Scale Solar
Association' (LSA) submits these reply comments on Administrative Law Judge
Simon’s revised Proposed Decision (RPD) authorizing the use of tradable

renewable energy credits (TRECSs).

L. INTRODUCTION

The revised proposed decision contemplates a limit on the use of TRECs
for Renewable Portfolio Standard (RPS) compliance of 5 percent of an investor-
owned utility’s (IOU’s) annual procurement target (APT). Some parties have
challenged this limit in their opening comments, primarily on ground that the

Commission has no record evidence to support the limitation.? LSA continues to

! LSA's members, for the purposes of these comments, include Ausra, Inc., Abengoa, Inc.,

BrightSource Energy, Inc., First Solar, Inc., Infinia Corp., NextLight Renewable Power, LLC,
Solel, Inc. and SunPower Corp. While LSA’s membership also includes Iberdola Renewables
and Stirling Energy Systems, they do not join in these comments.

2 See, e.g., Comments of the Center for Energy Efficiency and Renewable Technologies
(CEERT) at 9; Southern California Edison Company’s Comments on the Proposed Decision
(SCE) at 3-5.
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support the RPD and submits that the Commission has a sufficient and rational

basis for adopting the proposed limit.

Il THE PROPOSED LIMIT ON TREC USAGE FOR RPS COMPLIANCE
WILL PROMOTE THE RPS PROGRAM,BENEFIT RATEPAYERS AND
IS SUPPORTED BY THE RECORD.

Some parties contend that the record does not support the conclusions of
the RPD. To the contrary, several parties provided support for limiting the use of
TRECs for RPS compliance. The record supports the conclusions that bundled
contracts maximize the benefits of the RPS program to utility ratepayers,® i by
hedging natural gas price risk* and drive new resource development.’ In the
absence of reasonable limits on the use of TRECs for RPS compliance, an IOU
could “easily relax any attempts to negotiate bundled renewable energy contracts
in the hope of purchasing TRECs to achieve RPS compliance targets,” ultimately
making RPS compliance more difficult.® The Commission is fully within its
discretion to adopt a limit in light of this record and the I0Us’ current RPS
positions.

Some parties also challenge the RPD’s proposal to limit the use of TRECs
to 5 percent of APT as arbitrary.” While the record may not have expressly
explored the differences between varying percentage limits — whether 5 percent

or 50 percent — the Commission has a rational basis for the 5 percent limit simply

3
4
5

See TURN’s Supplemental Comments, at 3-4.

See id. at 5 (reinforcing comments by GPI and Aglet).

See Supplemental Comments of the Union of Concerned Scientists on the Use of
Renewable Energy Credits, Sept. 12, 2008, at 1; TURN’s Post-Workshop Comments on Tradable
Renewable Energy Credits, November 13, 2007, at 8-9; LSA Supplemental Reply Comments, at
3.
6 TURN’s Post-Workshop Comments on Tradable Renewable Energy Credits, November
13, 2007, at 8-9.

! SCE at 3.
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based on the current RPS positions of the utilities in their March 2009 Semi-
Annual Compliance Reports. Providing the IOUs complete flexibility or even
materially more generous limits could seriously dampen their motivation to
secure bundled contracts. The following table shows the IOUs’ RPS positions as

of the end of 2008 based on their March 2009 reports:

PG&E SCE SDG&E
(%) (%) (%)
Total RPS Eligible 12.30 15.80 6.10
Procurement (2008)
Procurement Required to 7.70 4.20 13.90

Achieve 20%

If, for example, the Commission were to apply a 50 percent APT limit under these
conditions, two of the IOUs would not need to procure any additional bundled
contracts to meet their 20 percent compliance target. They could fill all of their

requirements with long- or short-term TREC contracts.

PG&E SCE SDG&E
(%) (%) (%)

Total RPS Eligible 12.30 15.80 6.10
Procurement (2008)

Procurement Required to 7.70 4.20 13.90
Achieve 20%

50% APT Limit (at 20%) 10.00 10.00 10.00
Remaining Bundled 0 0 2.90

Contract Requirement

Even at a 25 percent limit, with the exception of SDG&E, the IOUs’ remaining

bundled contract requirement would be very limited.
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PG&E SCE SDG&E

(%) (%) (%)
Total RPS Eligible 12.30 15.80 6.10
Procurement (2008)
Procurement Required to 7.70 4.20 13.90
Achieve 20%
25% APT Limit (at 20%) 5.00 5.00 5.00
Remaining Bundled 2.70 0 8.90

Contract Requirement

There is no way to know what the “perfect” limit would be to address the wide
variety of concerns in this proceeding. Nonetheless, it is reasonable, in light of
the record and under all the circumstances, to set a limit on TRECs that will
ensure ongoing reliance on bundled contracts to achieve the full breadth of the
State’s RPS goals. There is more than ample record evidence in this and
predecessor dockets to substantiate the importance of long-term bundled
contracts as a vehicle for stimulating the development and construction of new
renewable generating facilities.

Finally, even those parties that oppose the limits leave in question whether
the limits will actually operate as restrictions. SCE suggests that the limit is
unnecessary because “the I0Us will need to execute long-term bundled

contracts”®

to meet their goals. CEERT, likewise, argues that longer term
bundled contracts will need to dominate the market to enable developers “to

secure credible, reliable revenue streams for both the energy and RECs from

8 SCE at 4.
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their projects.” If this is the case, the imposition of a limit on TRECs would not
present any additional burden whatsoever; rather, in light of these filings, it would
simply and appropriately mirror the realities of the RPS program and the

renewable energy market .

M. CONCLUSION

The Commission’s policy, to best achieve the full intent of the RPS
program, reasonably assure that renewable energy projects and infrastructure
will be built, and maximize benefits to ratepayers, must aim to promote new
resource development. Placing an express limit on TREC use for compliance
simply strengthens the policy direction to support long-term bundled contracts.
LSA requests that the Commission adopt the RPD with the clarifications

proposed in their Opening Comments.

Respectfully submitted,

/s/ HOLLY GORDON
Holly Gordon

Large Scale Solar Association

April 20, 2009

o CEERT at 11.
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