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COMMENTS OF THE CALIFORNIA ENERGY STORAGE ALLIANCE 
ON ADMINISTRATIVE LAW JUDGE’S RULINGS REGARDING 

PRICING APPROACHES AND STRUCTURES FOR A FEED-IN TARIFF 
AND GRANTING EXTENSION IN PART AND ADDING PRICE 

STRUCTURE EXAMPLE 
 
 

Pursuant to the Administrative Law Judge’s Ruling Regarding Pricing Approaches and 

Structures for a Feed-In Tariff, issued on August 27, 2009 and a subsequent Administrative Law 

Judge’s Ruling Granting Extension in Part and Adding Price Structure Example for Comment 

issued by Burton W. Mattson on September 11, 2009, (“ALJ’s Rulings”), the California Energy 

Storage Alliance (“CESA”)1 hereby submits these comments on the additional example question 

provided for comment (Item 13, Example “E”).  CESA is an ad-hoc advocacy group made up of 

renewable energy system integrators, consultants and energy storage system manufacturers.  

CESA’s mission is to expand the role of energy storage to promote faster adoption of renewable 

energy and a more stable and secure electricity grid in California.  

I. INTRODUCTION. 

CESA appreciates the opportunity to comment in this proceeding, and in particular, on 

the second ALJ Ruling requesting additional comment on performance payments for renewable 

technologies coupled with energy storage that can guarantee on-peak energy delivery.  Energy 

storage has been widely acknowledged to be a resource that is critical to managing variability 

                                                 
1 The California Energy Storage Alliance consists of A123 Systems, Beacon Power, Chevron Energy Solutions, 
Debenham Energy, Enersys, Fluidic Energy Inc., Ice Energy, Inc., Prudent Energy, PVT Solar, StrateGen 
Consulting, Xtreme Power Solutions and ZBB Energy Corporation. 
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and capacity in the modern grid.2   The need for energy storage increases quickly with higher 

penetration levels of renewable energy that is not dispatchable.  For example, an April 2006 

National Renewable Energy Laboratory (“NREL”) study analyzed the deployment of solar PV 

on a very large scale to provide a large fraction of a system’s electricity.  The resulting NREL 

report found that “under high penetration levels and existing grid-operations procedures and 

rules, the system will have excess PV generation during certain periods of the year.  This excess 

PV generation results in increased cost, which can increase dramatically when PV provides on 

the order of 10%-15% of total electricity in demand in systems that are heavily dependent on 

inflexible baseload steam plants.”3  To help mitigate these cost impacts, the NREL report goes 

on to state that “energy storage represents the “ultimate” solution to the problems of 

intermittency.  Not only could energy storage absorb the excess PV generation, but it could also 

aid in increasing the overall flexibility of electric power systems by decreasing dependence on 

traditional baseload generation.”4 

CESA understands that the Feed in Tariff (“FIT) is but one component of California’s 

renewable energy policy, and applauds the Commission for its leadership in anticipating the 

future impacts of high degrees of renewable penetration, and potential solutions for mitigating 

the impacts that are negative.5  Because of inherent difficulties of siting and permitting very large 

centralized renewable energy generation, CESA believes that smaller (<20MW) distributed 

renewable energy systems sited closer to load centers will become increasingly more important 

to achieving California’s RPS goals over time.  

II. PRINCIPLES ADOPTED IN SB 32 CALL FOR HIGHER FIT PRICING WHEN 
RENEWABLES ARE FIRMED WITH ENERGY STORAGE. 

The Governor signed SB 32 into law on October 11, 2009, expanding the scope of the 

                                                 
2  Electricity Advisory Committee, “Bottling Electricity: Storage as a Strategic Tool for Managing Variability and 
Capacity Concerns in the Modern Grid” December 2008.  Copies of this report are available at  
http://www.oe.energy.gov/eac.htm 
3 NREL Conference Paper NREL/CP-620-39683 “Very Large Scale Deployment of Grid-Connected Solar 
Photovoltaics in the United States: Challenges and Opportunities”  P. Denholm and R. Margolis   April 2006 
4 NREL Report, page 5.  
5 See, Executive Order S-21-09 issued by the Governor on September 15, 2009.  “The ARB may delegate to the 
PUC and the CEC any policy development or program implementation responsibilities that would reduce 
duplication and improve consistency with other energy programs such as demand response, energy efficiency and 
energy storage.  [emphasis added]”, page 2. 
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feed-in tariff program in a number of important ways.6 The impact of the new statute on the 

issues in this proceeding is, of course unknown as of today.  However, it is assured that whatever 

pricing approach that is determined in this, or successor or related proceedings, will be based on 

the following principles put forward in SB 32: 

• “A tariff for electricity generated by renewable technologies should recognize the 

environmental attributes of the renewable technology, the characteristics that contribute 

to peak electricity demand reduction, reduced transmission congestion, avoided 

transmission and distribution improvements, and in a manner that accelerates the 

deployment of renewable energy resources.”  

• “The payment shall be the market price determined by the commission pursuant to 

Section 399.15 and shall include all current and anticipated environmental compliance 

costs, including, but not limited to, mitigation of emissions of greenhouse gases and air 

pollution offsets associated with the operation of new generating facilities in the local air 

pollution control or air quality management district where the electric generation facility 

is located.  

• “The commission may adjust the payment rate to reflect the value of every kilowatt hour 

of electricity generated on a time-of-delivery basis.” 

Based on these principles, the new statute suggests that any pricing approach adopted by 

the Commission should include higher payments for renewables firmed or delivered on peak.  

This can be accomplished by energy storage.  

III. THE STAFF-PROPOSED RENEWABLE AUCTION MECHANISM WILL 
LIKELY NOT STIMULATE DEVELOPMENT OF INTEGRATED 
RENEWABLE ENERGY STORAGE PROJECTS  

CESA appreciates the Energy Division Staff’s Proposal dated august 26, 2009, which sets 

forth the staff-proposed Renewable Auction Mechanism, or "RAM" and agrees with many of the 

articulated pros and cons.  However, with respect to integrated energy storage and renewable 

projects, CESA believes that under the proposed auction mechanism, energy storage would not 

stand any chance to succeed, even if combined energy storage with renewable projects were 

                                                 
6 Chapter 328, filed October 11, 2009.  SB 32 amends §388.20 and adds §387.6 to the California Public Utilities 
Code. 



4 

allowed to bid as a separate 'firm' renewable peaking product.  Without price certainty, or clear 

administrative guidance as to the value of renewable energy generation coupled with energy 

storage for such projects to deliver power on peak, existing developers would not be willing to 

invest time and significant cost to develop such a joint project.  Moreover, based on existing 

renewable energy time of delivery factors it is far from certain that the pricing levels utilities 

would be willing to pay under any realistic pricing expectation would overcome the added cost 

of energy storage.  In order to justify the added cost of energy storage, a bidder would need for 

its proposal to be evaluated with full consideration of all additional value streams that energy 

storage provides, such as the value of absorbing excess renewable generation, the avoided cost of 

upgrading substations and feeders and an explicit capacity value for firm on peak delivery 

($/kW/year), as is apparently recommended in SB 32.  

IV. CONCLUSION. 

CESA appreciates this opportunity to comment on the ALJ’s Rulings, and looks forward 

to working with the Commission and other parties to evolve FIT pricing levels and the program 

in general.  As noted, SB 32 sets forth several principles that call for higher pricing for 

renewable energy projects firmed and/or delivered on peak with energy storage.  These 

requirements make the staff-proposed RAM challenging for integrated renewable energy and 

storage projects.  Clearly, for such projects to actually be developed under the FIT program, 

developers would require sufficient higher prices to overcome the added cost of energy storage 

(and appropriately value the benefits) and, just as importantly, certainty of pricing to ensure that 

their long-lead investments in project development would be worthwhile. 
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