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This writer wishes to extend hls compliments to the Commission for both the KEMA Draft Report and the Workshop on 
feed-In Tariffs held on June 30,2009. In particular Wilson Rickerson is to be commended for his insightful, knowledgeable 
comments on the Feed-In Tariff practices currently in use in Europe. In particular as Mr. Rickerson points out Feed-In 
Tariffs should be seriously considered because: 

State is not on track to meet the RPS requirements by 2010 
New policy framework perceived as necessary if 33% renewables target is to be achieved b:y 2020 
Feed-in tariffs have driven rapid expansion in some markets 

The Feed-In Tariff system appears to have worked rather well in Europe. The three most successful cc~untrieshave been 
Denmark, Germany, and Spain. All EU countries are required to adopt policy to meet RE targets, but the majority of EU 
countries have some form of feed-in tariff, but with different designs. As Mr. Rickerson pointed out .the success of the 
program is in the details. 

In the CPUC presentation "Status of California's Renewable Portfolio Standard the report states the RPS procurement 
process is working. The report states that the Commission has approved 95 contracts for 5900 MW for new and existing 
RPS capacity. If all approved capacity were online by 20 10 the RPS target would be more than achieved. The report fiuther 
states that response to RPS solicitations are robust and increasing indicating the market is maturing. The present process 
emphasizes competitive solicitations with a focus on long-term contracts. The report acknowledges however that Project 
Development has been slow, that at present only 14 contracts for -400 MW have come online and RPS generation has not 
kept pace with overall load growth. If the RPS target is to be met, more than 3,000 additional MW of generation would be 
needed. The CPUC is workmg to create multi-agency solutions to RPS barriers such as Transmission by 21 combination of a 
"Streamlined Permitting Process", "RETI", and working closely with CAISO on queue reform. Site control issues to be 
worked out with the BLM and other relevant agencies and of course the onerous permitting issues with the CEC and 
County and local agencies. The last set of issues deal with the problem(s) California is trying to solve. Is lit: 

- Problem with the procurement process? 
-Problem with the project development process? 
-How significant are these problems? 
-How would a feed-in tariff address these problems? 
What challenges associated with implementation and administrative oversight might a feed-in tariff create:? 
-Could these challenges outweigh the benefits of a feed-in tariff? 

Whlle there may be many facets of the current RPS program that are working well, the question arisa,swhy then is the 
program languishing? Why is it if 5900 MW of capacity have been approved there is only -400 MW on line? Why is there 
an acknowledged consensus that the 2010 target goal of 20% renewable energy will not be met and the ;~ncreasedtarget of 
33% by 2020 is even in more serious jeopardy? Why if the present system is working well would the CEC in the 2007 
IEPR recommend that the state immediately establish "feed-in tariffs" for systems under 20 MW iind that the CEC 
collaborate with the CPUC to explore feed-in tariffs for systems larger than 20 MW to incorporate the value of a diverse 
mix of renewables as well as features of the most successful European programs? 

The KEMA Report notes: California is not on track to meet its current RPS target of 20 percent by 2010.,absent the liberal 
use of flexible compliance rules, and is expected to need new policy tools to meet the renewable energy target of 33 percent 
by 2020. A number of market barriers exist to meeting the current RPS, including: 

Permitting and siting challenges. 
Transmission availability, timing, and cost allocation. 
Development risks, including securing site control and obtaining financing. 
Complexity of the RPS solicitation processes (including suitability of RPS solicitation processes for smaller projects). 



Lack of transparent y. 
Contract failure, which may be caused by a wide variety of reasons, including over aggressive bidding in solicitation 

processes 
Cost changes during the project development process, which may cause some projects to become infeasible; such cost 

changes are often caused by external factors, ranging fiom whether federal tax credits will be extended, to rising costs of 
equipment. 

Potential limitations on the availability of funds for any above MPR contract costs. 

On the other hand feed-in tariffs can address a number of these issues and this may help California meet its percent by 2020 
renewable energy target. Feed-in tariffs can: 

Reduce project developer costs, risks, and complexity without increasing ratepayer cost (relative to the cost of viable 
projects, as opposed to speculative bids, which result in contract failure). 

Reduce utility and regulator administrative burdens. 
Reduce transaction costs. Current complexity hampers the ability for small businesses and small projects to participate. 
Increase the willingness of developers to take on risk in addressing siting, permitting, or other barriers l~ecause the reward 

has a hlgher degree of certainty than under the current regime. 
Add the possibility of lower overall costs. Currently, lowcost viable projects are allowed to bid up to the MPR, which may 

act as a price floor, contrary to legislative intent. 
Shift competitive pressure from generators to manufacturers and suppliers of renewable energy generat:ion equipment. 
Reduce the rate of contract failure. Many cost factors can change between a solicitation response and a project's 

resolution of permitting, siting, interconnection, and equipment procurement. Once projects have progressed to the point 
where costs become certain, previously signed contracts may become infeasible. Under the current apprc'isch, such contracts 
would fail (or their proponents would seek to renegotiate with the purchasing utility, a practice that would tend to 
encourage more speculative bidding). For comparable feed-in tariff prices to that of RPS contracts thijt do succeed, it is 
possible that a greater number of projects could move forward because the potential for reduced costs under a feed-in tariff 
regime could leave a project more headroom to absorb costs increases related to potential project delays. 

The feed-in tariff is analogous to the SO4 programs utilized in the 80s. Those programs led to the de~lelopment of many 
renewable projects. The feed-in tariff is far more transparent that the current system in place today. The: feed-in tariff can 
offer a fvted price contract over a specific term with specific operating conditions to eligible renewable (energy generators. 
The feed-in tariff can be structured to offer an all inclusive rate or a fvted premium payment on top of the prevailing spot 
market price for power. There are a variety of design issues that can be applied differentially across different groups of 
generation in order to address fundamental differences in resource cost or quality. Feed-in tariffs sho~ild reduce the cost 
associated with contract evaluation and approval, as well as reducing developer costs associated with bid preparation and 
negotiation. Properly structured the feed-in tariff program can reduce developer risk thus leading tc, reduced costs of 
investment thus enhancing the possibility of building increased renewable generation capacity. 

During the discussion section of the Workshop it was noted that representatives of the IOUs were not in favor of an all 
inclusive feed-in tariff system. It appears that with the feed-in tariff system the IOUs believe that a great deal of control 
over the amount and type of renewable resources purchased would be lost. Also it was stated that overall costs of 
generation could be increased. This need not be the case, the feed-in tariff system could be structured in such a manner to 
allow the purchaser to determine the amount and the type of renewable resource by setting purchase priorities as to the type 
of generation purchased and even possibly from which locality the energy could be purchased. The "Standard Offer" 
pricing feature of the feed-in tariff was utilized in the past. The Standard Offer contract has resulted in the construction of 
many renewable facilities. As with any successful system the structure must be carefully developed just as it appears to 
have been in the successful European renewable systems. 

From the generator's perspective, the benefits of a feed-in tariff include the availability of a guaranteed price, buyer, and 
long term revenue stream. Market access is enhanced, as project timing is not constrained by rigidly scheduled periodic 
solicitations, completion dates may not be constrained by contractual requirements, quantities are ofte:n uncapped, and 
interconnection can be guaranteed. Together, these characteristics can help to reduce or alleviate generator revenue 
uncertainty and associated financing concerns. Because standing tariffs are less costly and less complex than competitive 
solicitations, they can increase the ability of smaller projects or developers to help the state meet its RPS and maybe even 
the greenhouse gas emission reduction goals. Feed-in tariffs reduce transaction costs for both buyer and seller and are more 
transparent to administer than the current system. Policy makers can use feed-in tariffs in a targeted fashion to encourage 
specific types of projects and technologies, if so desired. 










