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E D I S O N Vice President of Regulatory Operations

An EDISON INTERNATIONAL Company

November 29, 2007

ADVICE 2186-E
(Southern California Edison Company ID U 338-E)

ADVICE 3162-E
(Pacific Gas and Electric Company ID U 39-E)

PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA
ENERGY DIVISION

SUBJECT: Proposed California Solar Initiative Handbook Revision
Designed to Clarify the Maximum System Sizing Requirement

PURPOSE

Consistent with the procedures established in California Public Utilities Commission
(Commission) Decision (D.) 06-08-028, Southern California Edison Company (SCE),
on behalf of the California Solar Initiative (CSI) Program Administrators (PA), submits
this advice filing to propose a revision to the CSI Handbook. This change is intended to
clarify the application process for residential, commercial, government, and nonprofit
CSl participants. The CSI Program Administrators are comprised of SCE, Pacific Gas
and Electric Company (PG&E), and California Center for Sustainable Energy (CCSE).

BACKGROUND

On August 24, 2006, the Commission issued D.06-08-028, which, among other things,
clarified the process for submitting subsequent revisions to the CSI Handbook.

In discussion of this process, the Commission also created a CSI Program Forum by
stating: “Consistent with our statements in D.06-01-024, we will create a CSI Program
Forum, which will provide a public venue for interested parties to identify and discuss
ongoing issues related to CSI administration and implementation. The purpose of forum
meetings is to provide the opportunity for CSI stakeholders to fashion consensus-based
revisions to the CSI Program Handbook. If the group achieves consensus, it may
designate one of its members to file a proposed Handbook revision by Advice Letter
with the Energy Division. If the group achieves consensus for more substantive
program modifications that go beyond the level of the Program Handbook, it may
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designate a member to file a petition to modify a Commission order relating to CSI”
(D.06-08-028, p.66).

PROPOSED CSI HANDBOOK REVISIONS

The Commission’s Energy Division and PAs on November 15, 2007, agreed to the
following change to the CSI Program Handbook (version issued in September 2007)

1) Maximum System Size Methodology Change
Remove current maximum system capacity formula, section 2.2.3:

“To be eligible, the system must be sized so that the amount of electricity produced by the
system primarily offsets part or all of the customer’s electrical needs at the Site of installation.
The expected production of electricity by the system may not exceed the actual energy
consumed during the previous 12 months at the Site, as calculated per the following formula:

Maximum System Capacity (kW) = 12-months previous energy usage (kwWh) / (capacity
factor *° x 8760 hours/year) “

Replace with:

"To be eligible, the system must be sized so that the amount of electricity produced by the
system primarily offsets part or all of the customer’s electrical needs at the Site of
installation. Unless additional load substantiation documentation is submitted, the estimated
annual kwWh production of the proposed system as shown on the EPBB may not be higher
than the previous 12-months energy usage."

Reason: The current formula used to determine the maximum eligible system size is
inconsistent and unresponsive to the actual site installation conditions. The PAs have
determined that using an 18% capacity factor may be too low in some situations and it
arbitrarily assumes a capacity factor which may be different than the actual system
location. This modification will take into account the site specific conditions and as a
result produce a better estimate of the actual generation potential of the system.

The proposed CSI Handbook change, filed in this advice letter, is shown in Attachment 1.

No cost information is required for this advice filing.

This advice filing will not increase any rate or charge, cause the withdrawal of service,
or conflict with any other schedule or rule.

TIER DESIGNATION

Pursuant to D.07-01-024, Energy Industry Rule 5.2, this advice letter is submitted with a
Tier 2 designation.
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EFFECTIVE DATE

SCE requests that this filing become effective on December 29, 2007, the 30™ calendar
day after the date filed.

NOTICE

Anyone wishing to protest this advice filing may do so by letter via U.S. Mail, facsimile,
or electronically, any of which must be received no later than 20 days after the date of
this advice filing. Protests should be mailed to:

CPUC, Energy Division

Attention: Tariff Unit

505 Van Ness Avenue

San Francisco, California 94102

E-mail: jnj@cpuc.ca.gov and mas@cpuc.ca.gov

Copies should also be mailed to the attention of the Director, Energy Division,
Room 4004 (same address above).

In addition, protests and all other correspondence regarding this advice letter should
also be sent by letter and transmitted via facsimile or electronically to the attention of:

Akbar Jazayeri

Vice President of Regulatory Operations
Southern California Edison Company
2244 Walnut Grove Avenue

Rosemead, California 91770

Facsimile: (626) 302-4829

E-mail: AdviceTariffManager@sce.com

Bruce Foster

Senior Vice President, Regulatory Affairs
c/o Karyn Gansecki

Southern California Edison Company
601 Van Ness Avenue, Suite 2040

San Francisco, California 94102
Facsimile: (415) 673-1116

E-mail: Karyn.Gansecki@sce.com

There are no restrictions on who may file a protest, but the protest shall set forth
specifically the grounds upon which it is based and shall be submitted expeditiously.
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In accordance with Section 4, of General Order No. 96-B, SCE is serving copies of this
advice filing to the interested parties shown on the attached GO 96-B and R.06-03-004
service lists. Address change requests to the GO 96-B service list should be directed
by electronic mail to AdviceTariffManager@sce.com or at (626) 302-4039. For changes
to all other service lists, please contact the Commission’s Process Office at (415)
703-2021 or by electronic mail at Process _Office@cpuc.ca.gov.

Further, in accordance with Public Utilities Code Section 491, notice to the public is
hereby given by filing and keeping the advice filing at SCE’s corporate headquarters.
To view other SCE advice letters filed with the Commission, log on to SCE’s web site at
http://www.sce.com/AboutSCE/Requlatory/adviceletters.

For questions, please contact Howard Green at (626) 633-3012 or by electronic mail at
Howard.Green@sce.com.

Southern California Edison Company

Akbar Jazayeri

AJ:hg:mm
Enclosures



CALIFORNIA PUBLICUTILITIES COMMISSION

ADVICE LETTER FILING SUMMARY
ENERGY UTILITY

MUST BE COMPLETED BY UTILITY (Attach additional pages as needed)

Company name/CPUC Utility No.: Southern California Edison Company (U 338-E)

Utility type: Contact Person: James Y ee
MELC O GAS Phone #: (626) 302-2509
OPLC OHEAT O WATER E-mail: James.Y ee@sce.com
E-mail Disposition Natice to: AdviceTariffManager@sce.com
EXPLANATION OF UTILITY TYPE (Date Filed/ Received Stamp by CPUC)
ELC = Electric GAS=Gas
PLC = Pipeline HEAT = Heat WATER = Water
Advice Letter (AL) #  SCE Advice 2186-E/PG& E Advice 3162-E  Tier Designation: 2

Subject of AL: Proposed California Solar Initiative Handbook Revision Designed to Max System Sizing Requirement

Keywords (choose from CPUC listing): Compliance, Energy Efficiency

AL filing type: O Monthly [0 Quarterly [0 Annual M One-Time [ Other

If AL filed in compliance with a Commission order, indicate relevant Decision/Resol ution #:
D.06-08-028

Does AL replace awithdrawn or rejected AL? If so, identify the prior AL:

Summarize differences between the AL and the prior withdrawn or rejected AL™:
Confidential treatment requested? [0 YesM No  If yes, please see the attached declaration for specific information.
Confidentia information will be made available to those who execute a nondisclosure agreement.

Name and contact information to request hondisclosure agreement /access to confidential information:

Resolution Required? [0 Yes™M No
Requested effective date: 12/29/07 No. of tariff sheets:  -O-

Estimated system annual revenue effect: (%):

Estimated system average rate effect (%):

When rates are affected by AL, include attachment in AL showing average rate effects on customer classes (residential, small
commercial, large C/I, agricultura, lighting).

Tariff schedules affected: None

Service affected and changes proposed™:

Pending advice letters that revise the same tariff sheets:

1 Discussin AL if more space is needed.



Protestsand all other correspondenceregarding thisAL aredue no later than 20 days after the date of thisfiling,
unless otherwise authorized by the Commission, and shall be sent to:

CPUC, Energy Division

Attention: Tariff Unit

505 Van Ness Ave,,

San Francisco, CA 94102
|nj@cpuc.ca.gov and mas@cpuc.ca.qgov

Akbar Jazayeri

Vice President of Regulatory Operations
Southern California Edison Company
2244 Walnut Grove Avenue

Rosemead, California 91770

Facsmile: (626) 302-4829

E-mail: AdviceTariffManager@sce.com

Bruce Foster

Senior Vice President, Regulatory Affairs
c/o Karyn Gansecki

Southern California Edison Company
601 Van Ness Avenue, Suite 2040

San Francisco, California 94102
Facsimile: (415) 673-1116

E-mail: Karyn.Gansecki@sce.com




Attachment 1



CALIFORNIA
PUBLIC UTILITIES
COMMISSION

CALIFORNIA SOLAR INITIATIVE

PROGRAM HANDBOOK

WITH PROPOSED REVISION TO SECTION 2.2.3

SEPTEMBER 2007
Pat.‘ific Gas ﬂﬂd SOUTHERN c.«\uroama.
m Electric Company® | EDI Sp N
,D
Center for SDG
/\5’ Sustainable Energy s

A Sempra Energy eompany

Arnold Schwarzenegger, Governor



The California Public Utilites Commission (CPUC) prohibits discrimination in employment, its
regulatory programs, and activities on the basis of race, national origin, color, creed, religion,
sex, age, disability, veteran status, sexual orientation, gender identity, or associational
preference. The CPUC also affirms its commitment to providing equal opportunities and equal
access to CPUC regulated facilities and programs. For additional information or to file a
complaint, contact the State Personnel Board, Office of Civil Rights, Discrimination Complaint
Monitoring and Analysis, Kristen Trimarche (916) 653-1621.



September 2007 Handbook:
What’s New

The CPUC has recently made decisions on a number of key areas that will affect the operation
of the CSI Program. They change the current Program Handbook in the following ways:

—

\J

Temporarily remove the requirement for Time of Use (TOU) rates until new TOU rates
are developed by the investor-owned utilities.

BIPV products are now eligible for the EPBB incentive if on the CEC eligibility list.
All EPBB incentive meters or inverter-integrated meters must be +/- 5% accurate.

The CSI Program Handbook incorrectly describes the Performance Monitoring and
Reporting Services (PMRS) requirements for EPBB incentives. Any EPBB incentive
recipient (up to 100 kW) that can demonstrate the cost of the required metering system,
communications, plus 5 years of a PMRS exceeds the prescribed cost cap is exempted.
All CSI Program participants must now submit a copy of either an executed PMRS
Contract or proof that the customer cannot meet the cost cap included with the Incentive
Claim Form package.

Allow self-installation of solar energy systems.

Remove all insurance requirements. The proposal does not change insurance
requirements for the interconnection process, just the CSI rebate application process.

Remove the requirement to have an incentive reservation approved by the CSI Program
Administrator prior to obtaining the permission to interconnect.

Remove the required solar system description worksheet for residential as well as non-
residential systems under 10 kW.

Remove required electrical system sizing paperwork for systems under 5 kW.

Remove the requirement for all residential, as well as non-residential systems under 10
kW, to submit the application for interconnection to the grid with the initial request for
systems.

Add the Contract Terms and Conditions to the program handbook in order to reduce the
reservation request form and program contract (Section 12).

New California Solar Initiative Resources

—

Program Administrators launched a web-based application tool on August 6 to speed
requests for the incentives and present program data. The tool will soon offer program
database reports and statistics, and is available at csi.powerclerk.com.

CSI Program Administrators hold monthly training opportunities to clarify the
administrative processes, shading methodology, the online application database, and
other program information. See each Program Administrator’s website to find the next
training opportunity.
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1. Introduction: California Solar Initiative Program

This California Solar Initiative (CSI) Program Handbook describes the detailed requirements for
receiving funding for the installation and operation of solar photovoltaic (PV) projects under the
California Public Utilities Commission (CPUC or Commission)-managed incentive program. As
authorized by the CPUC and Senate Bill 1 (SB 1)," the CPUC CSI program has a total budget of
$2.1672 billion to be used over 10 years.> As noted in Section 1.1, the California Energy
Commission manages a separate solar incentive program for new homes and maintains a
separate Program Guidebook.

Beginning on January 1, 2007, the CSI| program pays performance-based incentives (PBI) for
solar projects equal to or greater than 100 kilowatts (kW*), with monthly payments based on
recorded kW hours (kWh) of solar power produced over a 5-year period. PBI payments are a
flat per-kWh payment for PV system output. The CSI program currently pays incentives to solar
projects less than 100 kW through an up-front incentive, known as an expected performance-
based buydown (EPBB). An EPBB payment is based on an estimate of the system's future
performance. These expected-performance incentives combine the benefits of rewarding
performance of the PV system with the administrative simplicity of a one-time incentive paid at
the time of project installation. Any system under the EPBB/PBI cutoff can choose PBI
payments. However, systems over the cutoff cannot apply for the EPBB payment. On January
1, 2008, all projects over 50 kW must take the PBI.

The solar project’s Site must be within the service territory of and receive retail level electric
service from Pacific Gas and Electric (PG&E), Southern California Edison (SCE), or San Diego
Gas & Electric (SDG&E). Municipal electric utility customers are not eligible to receive
incentives from the designated Program Administrators.

Responsibility for administration of the CSI program is shared by the following three Program
Administrators:

= PG&E—PG&E customers

= SCE—SCE customers

= California Center for Sustainable Energy (CCSE)—as a contractor to SDG&E for
its customers.

Other notable CSI program features include:

= A statewide on-line application process and database

= An open process to modify the CSI Program Handbook

1 Chapter 132, Statutes of 2006 (SB1, Murray)
2 CPUC D. 06-12-033, December 14, 2006
3 CPUC D. 06-08-028, August 24, 2006.

4 Throughout this Handbook, the use of kW refers to the CEC-AC wattage ratings of kW alternating current inverter output.
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= Aregular CSI Program Forum to provide a process for stakeholder involvement
in the ongoing implementation of the CSI program.

Other components of the CSI program that are still under development include:
= Anincentive program for low-income residents
= Aresearch and development program for solar technologies

To apply for a CSl incentive for your solar system, contact the Program Administrator for your
area (Section 9) or visit www.GoSolarCalifornia.ca.gov.

1.1 Program Background

In Decision (D.) 06-01-024, the CPUC, in collaboration with the California Energy Commission
(Energy Commission), established the California Solar Initiative program, an ambitious incentive
program with the goal of ensuring that 3,000 MW of new solar facilities are installed in homes
and businesses in California by 2017.° The CSI supplants the solar portion of two former solar
incentive programs, the Emerging Renewables Program (ERP) and the Self-Generation
Incentive Program (SGIP). In D.06-08-028, the CPUC established implementation details for its
portion of the CSI program, particularly the adoption of the PBI structure. On August 21, 2006,
the Governor signed SB 1, which directs the CPUC and the Energy Commission to implement
the CSI program consistent with specific requirements and budget limits set forth in the
legislation. On December 14, 2006, the CPUC adopted Decision (D.) 06-12-033, which
reconciled its previous decisions with the requirements contained within SB1.

The Energy Commission administers a separate, but coordinated program, the New Solar
Homes Partnership (NSHP), that offers financial incentives for solar PV systems installed on
new homes. New construction defined as follows: the entire building structure is subject to
current Title 24 building efficiency standards and the certificate of occupancy has not yet been
issued. Information regarding the NSHP and CSI programs can be found on
www.GoSolarCalifornia.ca.gov.

The Energy Commission manages solar PV incentives for all new residential construction,
including:

new production and custom single family housing

new production and custom multi-family housing

the residential portion of new residential/nonresidential mixed use buildings

new owner/builder houses

new affordable housing (single-family and multi-family construction, including the
common and service areas associated with the residential units)

6. the residential portion of new affordable multi-family residential/nonresidential mixed
use buildings (including the common and service areas associated with the residential
units)

arON =

5 The Energy Commission collaborated with the CPUC in the creation of CSI by this Commission order.
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The CPUC manages solar PV incentives for:

1. all existing housing (i.e., housing that has received a Permit of Occupancy from the
Building Department before applying for CSl incentives; entire structure not subject to
Title 24 Building Efficiency Standards)

2. all new commercial building types, including (but not limited to) industrial, agricultural,
government (including schools and municipal entities), and non-profit buildings.

3. all existing commercial building types, including (but not limited to) industrial,
agricultural, government (including schools and municipal entities), and non-profit
buildings.

4. the commercial portion of any new residential/nonresidential mixed use building

5. the commercial portion of any new affordable housing residential/nonresidential
mixed-use building

For mixed use buildings, where the property contains commercial and residential uses (whether
affordable housing or market rate), the Energy Commission will manage incentives for the new
residential portion and the CPUC will offer incentives for the nonresidential or existing
residential portion. The applicant must submit separate applications to the Energy Commission
and CPUC programs. According to CPUC requirements, the residential and commercial PV
systems must be separate. Where the non-residential portion is 10% or less of the total building
space, NSHP will provide incentives for the entire project. Where there is uncertainty over the
scope, the Program Administrator will use its discretion in working with the applicant.

1.1.1 Transition from the Emerging Renewables Program (ERP)

Until January 1, 2007, the Energy Commission administered the ERP to provide consumers with
financial incentives to install renewable energy systems on their property, including solar.

As of January 1, 2007, the CSI program and the NSHP programs replaced the ERP program to
offer monetary incentives for solar PV systems under 1 MW. The ERP will remain in effect to
provide financial incentives for qualifying non-PV self-generation equipment.

ERP applications received by the Energy Commission prior to December 31, 2006 will remain
under the oversight of the Energy Commission’s ERP program, regardless of whether the
project will be completed after January 1, 2007. Current ERP applicants with reservations for PV
systems may opt to withdraw their ERP program application and apply for the CSI program or
NSHP program, provided that the project meets the eligibility requirements of the respective
programs. Rules governing the withdrawal or cancellation of the ERP project will apply.

1.1.2 Self-Generation Incentive Program (SGIP)

As of January 1, 2007, the CSI program and the NSHP replaces the SGIP’s prior monetary
incentives for solar PV systems under 1 MW that displace electricity. At that time, the SGIP
complemented the CSI by providing incentive funding to larger renewable and nonrenewable
self-generation units up to the first 1 MW in capacity.
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The SGIP remains in effect to provide financial incentives for qualifying non-PV self-generation
equipment. SGIP provides incentives for the installation of new, qualifying self-generation
equipment installed to meet all or a portion of the electric energy needs of a site.

SGIP applications received prior to December 31, 2006 will remain under the oversight of the
SGIP Program Administrators, regardless of whether the project will be completed after January
1, 2007, provided that all program requirements and guidelines are met. Current SGIP
applicants with reservations for PV systems may opt to withdraw their program application and
apply for either the CSI program or NSHP program, provided that the project meets the eligibility
requirements of the respective programs. Rules governing the withdrawal or cancellation of the
SGIP project will apply.

Applicants who have up to 1 MW of solar installed or approved through the SGIP program may
be eligible for an additional 1 MW CEC-AC of new generation under the CSI program.
Additionally, the CSI program will accept applications up to 5 MW with incentives being paid
only on the first MW installed under the program.

Incentives for electric-displacing water heaters will be eligible under the CSI pending resolution
of non-PV estimation, metering, and measurement guidelines, as described in CPUC Decision
06-12-033.

Gas-displacing solar technologies are not eligible for CSl incentives, but they may become
eligible in the future under SGIP.

1.2 CSI Program Budget

This section provides an overview of the CSI program budget as authorized by the CPUC and
reviews the megawatt (MW) targets for the program.

The CSI program budget for each Program Administrator is as shown in Table 1.

Table 1
CSI Program Budget by Program Administrator, 2007-2016
% of Total Budget
Utility Budget (in millions)
PG&E 43.7% $ 946
SCE 46% $ 996
SDG&E/CCSE® 10.3% $ 223
Total 100% $ 2,165

All customer segments are eligible for the CSI program. Table 2 demonstrates the MW
expected to be accounted for by customer segments in the CSI program.

6 CCSE is administering the program in SDG&E utility territory.
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Table 2
CSI MW Allocations by Customer Sector

Customer Sector MW Percent
Residential 577.50 33%
Non-Residential 1172.50 67%
Total 1,750.00 100%

1.2.1 Special Funding for Affordable Housing Projects

The CPUC has allocated 10 percent of the overall CSI program budget, or $216 million, to
incentives for affordable housing/low-income residents. As the CPUC develops these
programs, more details will become available through Phase Il of the CSI proceeding at the
CPUC (Rulemaking (R.) 06-03-004) and on the CPUC CSI website.

1.3 MW Targets and Step Triggers for CSI Program

The incentive levels for the CSI program will be reduced automatically over the duration of the
program based on the volume of MW of solar reservations issued. Projects are counted toward
the MW trigger once they are deemed eligible, have paid an application fee (if applicable), and
have received notice their reservation has been approved. The solar incentive levels available
at any particular time may vary by Program Administrator service territory, depending on the
pace of solar demand in that territory. Additionally, incentive levels may differ for Residential
and Non-Residential customer sectors based on the demand for those customer segments.
Table 3 displays the MW targets by Program Administrator service territory and customer class.
The status of each Program Administrator’s trigger, and therefore incentive level, is shown at
www.csi-trigger.com. See Section 3.1 for more detail.
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Table 3

CSI MW Targets by Program Administrator and Customer Class

PG&E (MW) SCE (MW) CCSE (MW)
Mw
in Non-
Step Step Res Non-Res Res Res Res Non-Res
1 50 - - - - - -
2 70 10.1 20.5 10.6 216 2.4 4.8
3 100 14.4 29.3 15.2 30.8 34 6.9
4 130 18.7 38.1 19.7 40.1 4.4 9.0
5 160 23.1 46.8 24.3 49.3 5.4 11.1
6 190 27.4 55.6 28.8 58.6 6.5 13.1
7 215 31.0 62.9 32.6 66.3 7.3 14.8
8 250 36.1 73.2 38.0 771 8.5 17.3
9 285 41.1 83.4 43.3 87.8 9.7 19.7
10 350 50.5 102.5 53.1 107.9 11.9 24.2
Total 1750 252.4 512.3 265.6 539.5 59.5 120.8
Total by Utility 764.8 805.0 180.3
Percent 43.7% 46.0% 10.3%

1.4 Incentive Structure

The program offers two types of incentives: EPBB and PBI. The EPBB incentives are paid
based on verified solar system characteristics such as location, system size, shading, and

orientation. The PBI incentive is a flat cents-per-kWh payment for all output from a solar system
over its initial 5 years of operation. The incentive payment levels will be reduced automatically

over the duration of the CSI program in 10 steps, based on the volume of MW of solar

reservations issued by each Program Administrator. The EPBB and PBI levels are directly tied

to the 10 steps as outlined in Table 4.

California Solar Initiative Program Handbook




Table 4
PBI and EPBB Payment Amounts by Step

EBPP Payments PBI Payments
(per watt) (per kWh)

MW Statewide Gov't/ Gov't/
Step | MW in Step | Residential Commercial Nonprofit Residential Commercial Nonprofit
1 50’ n/a n/a n/a n/a n/a n/a
2 70 $ 250 $ 2.50 $ 325 $ 0.39 $ 0.39 $ 0.50
3 100 $ 220 $ 2.20 $ 2.95 $ 0.34 $ 0.34 $ 0.46
4 130 $ 1.90 $ 1.90 $ 265 $ 0.26 $ 0.26 $ 0.37
5 160 $ 155 $ 155 $ 230 $ 0.22 $ 0.22 $ 0.32
6 190 $ 1.10 $ 1.10 $ 1.85 $ 0.15 $ 0.15 $ 0.26
7 215 $ 065 $ 0.65 $ 1.40 $ 0.09 $ 0.09 $ 0.19
8 250 $ 035 $ 035 $ 1.10 $ 0.05 $ 0.05 $ 0.15
9 285 $ 0.25 $ 0.25 $ 0.90 $ 0.03 $ 0.03 $ 0.12
10 350 $ 0.20 $ 0.20 $ 0.70 $ 0.03 $ 0.03 $ 0.10

For the purpose of the CSI program, commercial sectors include agricultural and industrial
customers.

1.4.1 Expected Performance Based Buydown (EPBB) Incentives

The EPBB pays a one-time up-front incentive ($/W) based on a system’s estimated future
performance. The Program Administrators will use the Energy Commission’s CEC-AC method
to determine the system’s capacity rating. The system rating will be multiplied by a design factor
that will consider certain factors (i.e., location, orientation, and shading) that have an influence
on system performance. EPBB is available in 2007 to projects under 100 kW, to projects under
50 kW beginning in 2008, and to projects under 30 kW beginning in 2010.

For projects with Building Integrated Photovoltaic systems (BIPV), applicants can pursue either
the EPBB or Performance-Based Incentive if eligible by all other program requirements.

1.4.2 Performance Based Incentives (PBI)

The CSI program will apply a PBI structure to all systems with a rated capacity equal to or
greater than 100 kW CEC-AC beginning on January 1, 2007, although any other size system
may also opt into the PBI structure. On January 1, 2008, PBI will apply to systems equal to or
greater than 50 kW CEC-AC. Beginning in January 2010, systems equal to or greater than 30
kW CEC-AC must take the PBI incentive structure. The PBI payments will be made over a 5-
year period following system installation, submission, and approval of incentive claim materials.

7 The first 50 MW are allocated under the 2006 Self-Generation Incentive Program (SGIP) and are not pro-rated by customer class or service territory.

In 2006, most residential systems participated in the Energy Commission’s Emerging Renewables Program (ERP).
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Payments will be made on a monthly basis. These payments will be based on the per-kWh
incentive rate and the actual energy (kWh) produced in that time period. Once the reservation
is confirmed, the incentive rate will remain fixed during the 5-year payment period.

The Program Administrator for each utility shall estimate the total 5-year PBI payments for
completed projects and deposit this amount in an interest-bearing balancing account to ensure
fund security over the period of the expected PBI payments.

1.5 CSI Program Forum

CPUC D. 06-08-028 directed that a CSI Program Forum should “provide a public venue for
interested parties to identify and discuss ongoing issues related to CSI administration and
implementation.” The Program Forum will be used to explore needed updates to this Program
Handbook, as well as substantive program modifications, incentives for non-PV solar projects,
and energy efficiency requirements. Forum meetings will provide the opportunity for CSI
stakeholders to develop consensus-based revisions to the CSI Program Handbook and to the
CSI Program itself. Beginning in 2007, the Program Administrators and the CPUC Energy
Division will convene, facilitate, and develop the agenda for regular public meetings of the
Forum, hosted by each Administrator, in turn. It is anticipated that the meetings will be held at
least quarterly, with more frequent meetings as needed during the initial phase of implementing
the program.

The CSI Program Handbook is summary of the CSI program policies, as established by
Commission decision and California State Law. To the extent that the CSI Program Handbook
reflects program policies were established by Commission decision, it cannot be modified
except by Commission order. If a Commission order changes some part of the Program
Handbook, the Energy Division is delegated to ensure that the text of the Program Handbook
gets modified to maintain its consistency with Commission policy. In addition, some aspects of
program implementation were designated by the Commission to the Energy Division and/or the
Program Administrators to develop in the CSI Program Handbook process, including through
the Program Forum. To the extent that Program Forum process develops consensus-based
recommendations for changes to the CSI Program Handbook, the Program Administrators can
submit those changes to the Commission via an Advice Letter. If the changes submitted via
Advice Letter are approved, the Energy Division is delegated to ensure that the text of the
Program Handbook gets modified to maintain consistency with the approved changes. The
Energy Division will always distribute any new versions of the CSI Program Handbook via the
CPUC Service List, and it will be posted on the GoSolarCalifornia website.

If the Program Forum achieves consensus for more substantive program modifications that go
beyond the level of the Program Handbook, the Forum may designate a member to file a
petition to modify a Commission order or decision relating to the CSI program.®

8 The CSI Program Forum is described in detail on pages 65-67 of D. 06-08-028.
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1.6 Future Incentive Program Modifications

This edition of the Program Handbook is in effect as the only CPUC-approved Program
Handbook until modified again by the CPUC. Should the CPUC and its Program Administrators
change administration methods after this edition’s release that necessitate changes to the
handbook language, the Program Administrators will post one, joint, statewide “CSI
Administration Addendum” factsheet next to the CSI Program Handbook on
http://www.gosolarcalifornia.ca.gov/documents/index.html and on their own websites.

The following modifications to the CSI program are anticipated:

= PBI will be applied to all systems over 50 kW in 2008, and over 30 kW beginning
in 2010.

= The default capacity factor will increase from 18 to 20 percent, beginning with
Step 4 of the Incentive Adjustment Mechanism.

= Time-differentiated PBI may be investigated for later stages of the program.

= On or before January 1, 2008, the warranty requirements will be increased to a
minimum of 5 years for meters.

= Non-PV systems will be accepted for CSI program incentives once details are
developed.

= Updated energy efficiency requirements.

= A revised handbook after future requests to change CSI processes are approved
by the CPUC by Advice Letter.
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2. Program Eligibility Criteria and Requirements

The California Solar Initiative (CSI) program offers monetary incentives for systems up to the
first 1,000 kW (1 MW) CEC-AC of alternating current generated by an eligible solar energy
system. To qualify for incentives, all CSI program eligibility criteria must be satisfied. The
effective dates for the CSI program are January 1, 2007 through December 31, 2016, or until
the CSI program budget has been fully reserved for each Program Administrator.

21 The Participants in the CSI Program

Any retail electric distribution customer of Pacific Gas and Electric (PG&E), Southern California
Edison (SCE), or San Diego Gas & Electric (SDG&E) is eligible to install a solar project and
receive incentives from the CSI program. Within the nomenclature of the CSI program, the
person who applies for an incentive will be referred to as a Host Customer, a System Owner,
and/or Applicant. Other participants include Installers and Equipment Sellers.

2.1.1 Host Customer

Any retail electric distribution customer of PG&E, SCE or SDG&E s eligible to install a solar
project and receive incentives from the CSI program and can, therefore, be a Host Customer.

The Host Customer must be the utility customer of record at the location where the generating
equipment will be located. Any class of customer (industrial, agricultural, commercial, or
residential) is eligible to be a Host Customer. The project’s Site must be within the service
territory of, and receive retail level electric service® from, PG&E, SCE, or SDG&E. Municipal
electric utility customers are not eligible to receive incentives from the designated Program
Administrators. If a Host Customer ceases to be a retail level electric distribution customer of
PG&E, SCE, or SDG&E, they will not be eligible to receive any remaining unpaid PBI payments.

The Host Customer becomes the incentive reservation holder. The Host Customer may act as
the Applicant and/or System Owner. The Host Customer alone will retain sole rights to the
incentive reservation and corresponding incentive reservation number. A reservation for a
specific Site is not transferable. The Host Customer has the right to designate the Applicant,
energy services provider, and/or system installer to act on their behalf. However, the Host
Customer shall be party to the CSI program contract.

The Host Customer or Applicant is encouraged to submit the CSI application as early as
possible in the process in order to confirm their reservations amount. All projects must meet all
eligibility requirements in order to receive the CSl incentives.

The following are not eligible for incentives under the CSI program:

= Customers who have entered into utility contracts for distributed generation (DG)
services (e.g., DG installed as a distribution upgrade or replacement deferral)

9 “...retail level electric service...” means that the Host Customer pays for and receives distribution services, as defined by their respective utility rate

schedule.
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and who are receiving payment for those services. This does not include third-
party ownership arrangements, i.e., power purchase agreements, which are
allowed.

= Customers who have entered into agreements that entail the export and sale of
electricity from the Host Customer Site. This does not include net energy
metering agreements, which are allowed.

= Any portion of customer load that is committed to electric utility interruptible,
curtailable rate schedules, programs, or any other state agency-sponsored
interruptible, curtailable, or demand-response programs. For electric utility
customers who are on an interruptible rate, only the portion of their electric load
that is designated as firm service is eligible for the CSI program. Customers must
agree to maintain the firm service level at or above capacity of the proposed
solar system for the duration of the required applicable warranty period (see
Section 2.5). Customers may submit a letter requesting an exemption to the firm
service rule if they plan to terminate or reduce a portion of their interruptible load.

= Publicly owned or investor-owned gas, electricity distribution utilities or any
electrical corporation (ref. Public Utility Code 218) that generates or purchases
electricity or natural gas for wholesale or retail sales.

= Residential new construction systems are not eligible for the CSI program and
should apply to the California Energy Commission’s New Solar Homes
Partnership Program.

2.1.2 System Owner

The System Owner is the owner of the generating equipment at the time the incentive is paid.
For example, when a vendor sells a turnkey system to a Host Customer, the Host Customer is
the System Owner. In the case of a third-party-owned system (or leased system, for example),
the third party (or lessor) is the System Owner.

The System Owner should be designated on the Reservation Request Form, if known at that
time, and on the Incentive Claim Form. If different from the Host Customer, the System Owner
shall also be a party to the CSI program contract. The Program Administrator may require
documentation substantiating equipment ownership.

2.1.3 Applicant

The Applicant is the entity that completes and submits the CSI program application and serves
as the main contact person for the CSI Program Administrator throughout the application
process. Host Customers may act as the Applicant or they may designate a third party to act as
the Applicant on their behalf. Applicants may be third parties (e.g., a party other than the
Program Administrator or the utility customer) such as, but not limited to, engineering firms,
installation contractors, equipment distributors, energy service companies (ESCO) and
equipment lessors.
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2.1.4 Installer

Except for those systems that are self-installed, all systems must be installed by appropriately
licensed California contractors in accordance with rules and regulations adopted by the State of
California Contractors State Licensing Board (CSLB). Installation contractors must have an
active A, B, C-10, or a C-46 license for photovoltaic (PV) systems. Please see Section 2.4 for
Warranty Requirements of Self-Installed systems and Section 6.1 for documentation of Self-
Installed systems.

Although not required, installation contractors are encouraged to become certified by the North
American Board of Certified Energy Practitioners (NABCEP). For additional information on
NABCEP, go to www.nabcep.org.

In all cases, systems must be installed in conformance with the manufacturers’ specifications
and with all applicable electrical and building codes and standards.

To participate in the CSI program, eligible companies that install system equipment must be
listed with the Program Administrator. The Program Administrator will request the following
information:

= Business name, address, phone, fax, and e-mail address
= Owner or principal contact

= Business license number (if applicable)

= Contractor license number (if not self-install)

= Proof of good standing on the records of the California Secretary of State, as
required for corporate and limited liability entities

= Reseller's license number (if applicable)

This information must be submitted to the Program Administrator before eligibility for the CSI
program is established. To remain eligible, a company must resubmit this information annually
by March 31. This annual submittal is required even if the information identified in the
company’s prior submittal has not changed. In addition, a company must submit updated
information any time its reported information has changed. The updated information must be
submitted to the Program Administrator within 30 days of the change of any reported
information.

The above information must be listed before the Applicant can receive any reservation
confirmation or payment. The Program Administrator will compile the information and make it
available to consumers to assist them in making purchase decisions and taking any remedial
action on their systems. Information about listed installers is posted on the Program
Administrator’s websites.
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2.1.5 Equipment Sellers

To participate in the CSI program, companies that sell system equipment must be certified by
the Energy Commission. The Energy Commission requests the following information on their
form New Solar Homes Partnership-4 Form, NSHP-4:

= Business name, address, phone, fax, and e-mail address
= Owner or principal contact

= Business license number

= Contractor license number (if applicable)

= Proof of good standing on the records of the California Secretary of State, as
required for corporate and limited liability entities

= Reseller's license number

This information must be submitted to the Energy Commission before a company can become
eligible to participate in the CSI program. To remain eligible, a company must resubmit this
information annually by March 31. This annual submittal is required even if the information
identified in the company’s prior submittal has not changed. In addition, a company must submit
updated information any time its reported information has changed. The updated information
must be submitted to the Program Administrator within 30 days of the change of any reported
information.

The above information must be certified before the applicant can receive any reservation
confirmation or payment. The Energy Commission will compile the information and make it
available to consumers to assist them in making purchase decisions and taking any remedial
action on their systems. Information about registered equipment sellers is posted on the Energy
Commission’s website, www.energy.ca.qov.

See Appendix C for the Energy Commission’s NSHP-4 seller registration form.

2.2 Generator System Equipment Eligibility

Although PV systems (i.e., systems that cause direct conversion of sunlight to electricity) are
expected to be the common technology to receive incentives from the CSI program, the CSI
program may accept non-PV solar thermal and solar water heating applications in the future so
long as it can be demonstrated that they will displace electric usage and meet the parameters of
the CSI program. Guidelines for non-PV technologies (including estimation, measurement and
metering) will be included in a subsequent CSI Handbook revision.

Details of the eligibility requirements for generation system equipment follow.
2.2.1 New Equipment, Not Pilot or Demonstration Systems

All major system components (panels and inverters) must be new and must not have been
previously placed in service in any other location or for any other application. Rebuilt,
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refurbished, or relocated equipment is not eligible to receive CSI program incentives, save in
rare relocation exceptions (see Sections 2.5 and 2.9).

Components that are critical to the PV systems must have at least 1 year of documented
commercial availability to be eligible. Commercially available means that the major solar system
components are acquired through conventional procurement channels, installed and operational
at a Site (see Section 8.2 for definition). Ineligible equipment includes field demonstrations for
proof-of-concept operation of experimental and non-conventional systems partially or
completely paid for by research and development funds. Pilot and Demonstration systems are
ineligible for CSl incentives. Components that are enhancements to existing products and new
models of existing product lines do not have to meet the commercial availability requirement as
long as they are UL-certified and performance data exists to allow the Program Administrators
to estimate their expected performance.

An alternative method of seeking eligibility for solar systems that use new technologies is to
obtain certification from a nationally recognized testing laboratory indicating that the technology
meets the safety and/or performance requirements of a nationally recognized standard. System
component ratings must also be certified by the Energy Commission as described in Section
2.2.4.

As an exception, the Applicant may specify equipment that has not yet received Energy
Commission certification, but the equipment must be certified prior to the first incentive
payment.

2.2.2 Eligibility of Replacement PV Systems
Any replacement solar systems must meet the criteria for new systems and are eligible for the
CSI program only if the removed system did not previously receive an incentive through the CSI
program, the Self-Generating Incentive Program, the Energy Commission’s Emerging

Renewables Program, or Rebuild a Greener San Diego Photovoltaic Incentive Program.

2.2.3 Equipment Must Serve On-Site Electrical Load

To be eligible, the system must be sized so that the amount of electricity produced by the

system primarily offsets part or all of the customer's electrical needs at the Site of

installation. Unless additional load substantiation documentation is submitted, the estimated
annual kWh production of the proposed system as shown on the EPBB may not be higher than
the previous 12-months energy usage.,

Except for systems 5 kW or less, the Applicant must show evidence of the system sizing with
the submittal of the initial application.
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System components must be certified through the Energy Commission’s program that certifies
major components of PV systems and provides lists of eligible equipment. The list of the
currently certified equipment is available through:

= The California Energy Commission: www.energy.ca.gov
= California Energy Commission Call Center: (800) 555-7794

The Program Administrators will confirm that equipment identified in a reservation application
meets eligibility requirements prior to providing a confirmed reservation notice letter. As
described in Section 2.2.1, one exception would be for new equipment that has not yet received
certification but for which the process has been initiated. Equipment is periodically added and
removed from the lists of eligible equipment so Applicants should confirm that the components
purchased for a system are eligible prior to installing them.

The Energy Commission certifies modules, inverters, and system performance meters. The
system must be interconnected to the grid. Inverters and modules must each carry a 10-year
warranty, and meters a one-year warranty, in 2007. Eligibility requirements for components are
summarized below:

= PV modules must be certified to UL 1703 by a nationally recognized testing
laboratory (NRTL).

= Performance meters must measure kWh (or Watt hours) with a manufacturer's
uncertainty of +2 or +5 percent (depending on rating size and incentive), retain
data in the event of a power outage, and be easy to read for the customer's
benefit. See Section 11.1.2.

= Inverters must be certified to UL 1741 by a Nationally Recognized Testing
Laboratory (NRTL). They also must have completed the Energy Commission's
required weighted efficiency testing.

2.2.5 System Size

The minimum system size eligible for an incentive is 1 kW. The maximum incentive provided for
a Host Customer Site under the CSI program is 1,000 kW (1 MW) CEC-AC; however, a Host
Customer Site may elect to install up to 5 MW of generation.!' If an Applicant has already
received 1 MW of funding from another solar incentive program (such as the SGIP or ERP),
they can apply for up to another 1 MW of new generation under the CSI program on the same
site as long as they can demonstrate that the electricity produced by the combined system sizes
do not exceed the actual energy consumed during the previous 12 months at the Site, based on
the process provided in Section 2.2.3.

11 Because the CSI Program and statutes only allow for customers to receive incentives up to the first MW, PBI payments for energy output on

systems larger than 1 MW will be prorated based on the ratio of 1 MW to the entire size of the site. See Section 3.3 for further detail.
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Program Administrators will use the CEC-AC rating, but not a Design Factor, to determine
eligibility according to these minimum and maximum sizes. Program Administrators will also use
the CEC-AC rating without a Design Factor to determine eligibility for the EPBB or PBI
incentive.

Because the average annual residential electricity consumption in California is approximately
7000 kWh/yr, systems that are 5 kW or less, are assumed to be in compliance with being sized
to serve on-site electric load.

For all systems sized greater than 5 kW, the system size must be calculated using the CEC-AC
rating standards,'? including inverter DC-to-AC losses. To calculate the CEC-AC rating, the
following formula should be used:
System Size Rating (kilowatts) = Quantity x CEC Rating of Photovoltaic Modules x CEC
Inverter Efficiency Rating/ 1000 (watts/kilowatt)

However, for the Program Administrators to allocate applications against their MW in step
(Section 1.3), the Program Administrators will multiply the system size rating by a design factor
that reflects the system’s “effective capacity.”

For systems that participate under the EPBB, this is relatively straightforward, since this ratio is
equal to the design factor generated by the EPBB calculator. Thus for EPBB systems, system
size is equal to the system size rating times the design factor generated by the EPBB calculator
for that system.

For PBI systems, the program administrators will need to derive a design factor based on the
following calculations:

For Crystalline Cells:

1. Divide the estimated annual kWh that the system is expected to produce by
(8760 x CEC-AC rating). This is the estimated capacity factor of the applicant
system.

2. Divide the capacity factor from #1 by the prevailing capacity factor assumed for a
given step' to get a proxy Design Factor.

3. Find the system size (kW) by multiplying the Design Factor from #2 times the
CEC-AC size above

For Non-Crystalline Cells:

1. Find the estimated annual kWh by: [ (Annual kWh estimate)'® / (system STC
rating) ] x (system PTC rating) x 1.12

12 The CEC-AC rating standards are based upon 1,000 Watt/m2 solar irradiance, 20 °Celsius ambient temperature, and 1 meter/second wind speed.
The CEC-AC Watt rating is lower than the Standard Test Conditions (STC), a Watt rating used by manufacturers.

13 Derived from PV Watts and found in the EPBB Calculator results.

14 This equals .18 for steps 2 and 3, and .20 for steps 4-10.

15 Derived from PV Watts and found in the EPBB Calculator results.
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2. Divide the new estimated annual kWh by (8760 x CEC-AC rating) to find the
capacity factor.

3. Divide the capacity factor from #2 by the prevailing capacity factor assumed for a
given step to get a proxy Design Factor.

4. Find the system size (kW) by multiplying the Design Factor from #3 times the
CEC-AC size above

This calculation would allow the Program Administrators to estimate annual production from the
EPBB Calculator that adjusts for performance of non-crystalline PV technology.

2251 System Sizing Based on Future Load Growth

In the case of Applicants with new or expanded sites with no electric bill history or where the
existing electric bill does not reflect the Applicant’s expected expanded consumption, the
Applicant must include an estimate of the expected expanded consumption. An engineering
estimate is preferred. The engineering estimate must include the appropriate substantiation of
the forecast of the Host Customer Site’s annual energy use (in kWh) if the generating system
size is based on future load growth, including new construction, load growth due to site
expansion or other load growth circumstances. Suggested methods of demonstrating load
growth include Application for Service with corresponding equipment schedules and single line
diagram; building simulation program reports such as eQUEST, EnergyPro, DOE-2, and
VisualDOE; or detailed engineering calculations or lists of equipment with corresponding
equipment schedules. The Program Administrator will verify the load growth predicted before
moving forward with the Confirmed Reservation Notice. Systems that are 5 kW or less, are
assumed to be in compliance with being sized to serve on-site electric load and do not require
substantiation.

2.3 Energy-Efficiency Requirements

Beginning January 1, 2007 all existing residential and commercial customers are required to
have an energy efficiency audit conducted of their existing home or building if they chose to
apply for a solar incentive. The acceptable audit protocols will consist of an on-line audit or
telephone audit provided by the Utilities. The Utilities may also provide additional audit tools
available for customers in addition to the on-line and phone audits. Customers are responsible
for submitting a copy of a completed energy efficiency audit to the CSI Program Administrator
with their solar incentive application.

Non- Utility Providers:

Non-utility entities may also provide audits at the expense of the customer. At a minimum, the
provider must perform an online or phone audit.
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Audit Exemptions:

Existing Construction:

An existing home or building may be exempt from the audit requirement if it meets one of the
following circumstances and a copy of the documentation must be submitted with the
customer’s solar incentive application:

1. Having an acceptable energy audit report during the past three years
= Examples of acceptable energy audit reports: Copy of energy audit report
summary completed through a customer’s local utility company, home inspection
report from an independent vendor or consultant, Home Energy Rating Summary
(HERS) from a certified HERS rater, etc.

2. Proof of Title 24 energy efficiency compliance within the past three years

Title 24 Certificate of Compliance Forms:

= Residential: CF-1R that was used to demonstrate Title 24 Compliance of the
2001 or 2005 Energy Efficiency Standards and was generated on or after
January 1, 2003.

= Commercial: One or more of the Certificates of Compliance forms listed below
that were used to demonstrate Title 24 Compliance of the 2001 or 2005 Energy
Efficiency Standards and was generated on or after January 1, 2003.

Envelope Mechanical Lighting Outdoor Lighting

ENV-1-C MECH- 1-C LTG-1-C OLTG-1-C

Only compliance documents completed by persons who are Certified Energy Plans Examiners
(CEPE) by the California Association of Building Energy Consultants (CABEC) are accepted.
More information about this certification process can be found at: http://www.cabec.org. The
above compliance documents must also be generated by one of the Energy Commission’s
approved Title 24 software programs: Micropas or Energy Pro.

3. Having one of two national certifications of energy efficiency:
= LEEDor
= Energy Star
Customer must submit a copy of a certificate or other documentation from LEED or Energy Star
which contains the building address and date of certification.

New Construction:
Commercial New Construction:
= Commercial New Construction project participants in the solar incentive program
must submit copies of their current Title 24 documentation. Participants can use
one or more of the Certificates of Compliance forms listed below that
demonstrate Title 24 Compliance 2005 Energy Efficiency Standards in effect as
of October 1, 2005.
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Envelope Mechanical Lighting Outdoor Lighting

ENV-1-C MECH- 1-C LTG-1-C OLTG-1-C

Only compliance documents completed by persons who are Certified Energy Plans Examiners
(CEPE) by the California Association of Building Energy Consultants (CABEC) are accepted.
The above compliance documents must also be generated by one of the Energy Commission’s
approved Title 24 software programs: Micropas or Energy Pro.

Residential New Construction:
= Residential New Construction projects (single family home, custom homes and
multifamily buildings) are currently handled by the California Energy Commission (CEC)
under the New Solar Homes Partnership. Please contact the CEC for applications and
program requirements at www.GoSolarCalifornia.ca.gov.

In 2007, the California Energy Commission will develop eligibility criteria and conditions for
receiving future CSl incentives, including new energy efficiency requirements. Please see
http://www.energy.ca.gov/sb1/meetings/index.html for more information.

2.4 Warranty Requirements

In 2007, all systems must have a minimum 10-year warranty provided in combination by the
manufacturer and installer to protect the purchaser against defective workmanship, system or
component breakdown, or degradation in electrical output of more than fifteen percent from their
originally rated electrical output during the ten-year period. The warranty must cover the solar
generating system only, including PV modules (panels) and inverters, and provide for no-cost
repair or replacement of the system or system components, including any associated labor
during the warranty period.

Self-installed systems must have a minimum 10-year warranty on the equipment to be installed
to protect the purchaser against breakdown or electrical output degradation of major system
components. In this case, the warranty need not cover the labor costs associated with removing
or replacing major components because any repairs would be done by the self-installer or at the
self-installer's expense.

For the 2007 program year, meters must have a one-year warranty to protect against defective
workmanship, system or component breakdown, or degradation in electrical output of more than
fifteen percent from their originally rated electrical output during the warranty period. On or
before January 1, 2008, the warranty requirements will be increased to a minimum of 5 years for
meters, unless the Energy Commission establishes alternate requirements.

Proof of warranty can be demonstrated in the executed solar contract or power purchase
agreement.
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2.5 Performance and Permanency Requirements

Equipment installed under the CSI program is intended to be in place for the duration of its
useful life. Only permanently installed systems are eligible for incentives. This means that the
PV system must demonstrate to the satisfaction of the Program Administrator adequate
assurances of both physical and contractual permanence prior to receiving an incentive.

Physical permanence is to be demonstrated in accordance with industry practice for
permanently installed equipment. Equipment must be secured to a permanent surface. Any
indication of portability, including but not limited to temporary structures, quick disconnects,
unsecured equipment, wheels, carrying handles, dolly, trailer, or platform, will deem the system
ineligible.

In rare occasions, there may be extenuating circumstances that warrant equipment relocation.
The Program Administrators will use their discretion whether to allow the relocation to continue
to receive program incentives. Contractual permanence, corresponding to a time period of 10
years, is to be demonstrated as follows:

= All agreements involving the generation system receiving an incentive are to be
provided to the Program Administrator for review as soon as they become
available (e.g., at the proof-of-project milestones stage or the incentive-claim
stage at the latest). These agreements include, but are not limited to, system
purchase and installation agreements, warranties, leases, energy or solar
services agreements, energy savings guarantees, and system performance
guarantees.

= The System Owner agrees to notify the Program Administrator in writing a
minimum of 60 days prior to any change in either the site location of the PV
system or change in ownership of the generation system if the change(s) takes
place within the applicable warranty period. The warranty period for the CSI
program is 10 years.

= If the PV system is removed prior to end of the 10 year warranty period, either:

— The PV system may be installed at another site within the Program
Administrator service territory within 6 months. The system installed at the
alternate site would not be eligible for an additional CSI EPBB incentive; or

— The System Owner would be unable to participate in the CSI program for any
additional installations under the CSI program, including any active
reservations that have not yet been paid.

= |f the house or business is sold, the new owners can continue to receive the
Performance-Based Incentives (PBI) and be eligible to receive future CSI
program incentives if they complete a new interconnection agreement. If the
sellers remove the panels, they can continue to receive the incentive payments
and be eligible to receive future CSI program incentives if the panels they
removed are installed within the same service territory within 6 months, and they
complete an interconnection agreement at the new address. PBI recipients will
receive a full five year PBI payment period (not including the period between
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removing and reinstalling the system), as long as they reinstall their systems
within the specified timeframe.

2.6 Interconnection to the Electric Utility Distribution System

Eligible renewable energy systems must be permanently interconnected to the electrical
distribution grid of the utility serving the customer’s electrical load. Portable systems are not
eligible. The system interconnection must comply with applicable electrical codes and utility
interconnection requirements.

The Host Customer, or designate, must also submit an application and enter into an
interconnection agreement with their local electric utility for connection to the electrical
distribution grid. Please note that there may be insurance requirements for the Host Customer
associated with the utility interconnection process. Proof of interconnection and parallel
operation is required prior to receiving an incentive payment.

2.7 Time of Use Rates

In order to provide additional incentives for customers to install solar systems that coincide with
California’s peak electricity demand, CSI Applicants were required under state law (SB1) and
CPUC D. 06-12-033 to take their electric service under applicable Time-Of-Use (TOU) tariffs.
However, state law (AB 1714)'® and CPUC D.07-06-014 have modified this order such that
these TOU requirements are currently optional for CSI Applicants not otherwise required to take
service on TOU rates until the CPUC develops and makes effective TOU tariffs that meet the
requirements of Public Utility Code Section 2851(a)(4). Entities that receive the CSl incentive
after the new TOU rates are established must go on the new TOU rates.

2.8 Metering Requirements

The CSI program requires accurate energy production meters for all projects that receive CSI
program incentives. Accurate measurement of solar energy output is of paramount importance
to ensure optimum value for both solar owners and ratepayers. For systems receiving an EPBB
incentive, a basic meter with accuracy of +5 percent is required. For systems receiving PBI
payments, an interval data meter with accuracy of £2 percent is required. An extensive
discussion on metering is contained in Appendix B.

EPBB program participants must provide Program Administrators or their authorized agents with
physical access to the meter for testing or inspection, and if applicable, data gathering. If the
customer’s meter is located in a place that is not readily accessible, such access will be by
appointment. To avoid inconvenience to customers, Installers are encouraged to locate meters
in areas that are easily accessible.

16 Chapter 11, Statutes of 2007 (AB 1714, Levine)
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PBI customers must provide Program Administrators or their authorized agents with physical
access to the meter at all times.

2.9 Inspection Requirements

It is the intent of the CSI program to provide incentives for reliable, permanent, safe systems
that are professionally installed, and comply with all applicable federal, state, and local
regulations. Program Administrators will conduct a system inspection visit for every system
rated from 30 kW up to 100 kW that have not opted to receive PBI incentive payments in order
to verify that the project is installed as represented in the application, is operational,
interconnected and conforms to the eligibility criteria of the CSI program. Program
Administrators will perform random field inspections to verify system characteristics for systems
less than 30 kW. These inspections will reflect a statistically reasonable random sample.
Systems receiving a PBI may still be required to have a field inspection.

A mandatory site inspection is required for all relocated equipment. System Owners that have
received an EPBB incentive and have relocated their system must orient their relocated
equipment to produce at least the same generation as their initial incentive payment was based
upon.

2.9.1 Systems that Fail Inspections

If a system fails a field inspection, the Program Administrator will notify the Applicant, Host
Customer, and System Owner with the reasons for the field inspection failure. Such reasons for
failure may include but are not limited to the following:

= Material mechanical failure: A failure that results in a decline in the expected
performance of the system (e.g., one or more of the system components is not
operating properly).

= Immaterial mechanical failure: minor failures that have no impact on the
expected performance of the system and can be corrected within 60 days.

= Material compliance failure: the system as verified does not match the
application’s stated system and/or the system does not meet the CSI program
eligibility requirements (e.g., the EPBB characteristics are incorrect, the system
components or number of components are incorrect, etc.).

= Immaterial compliance failure: failures that have no impact on the expected
performance of the system and can be corrected within 60 days (e.g. submission
of erroneous system data).

The Program Administrators will exercise their judgment in assessing the materiality of non-
compliance. For either mechanical or compliance failures: If a material failure occurs due to
gross negligence or intentional submission of inaccurate system information in an attempt to
collect more incentive dollars (fraud), the responsible party will be immediately prohibited from
participating in the program for one year.

If there is a failed inspection for mechanical failures, the Applicant, Host Customer, and/or
System Owner will have 60 calendar days to bring the system into compliance after a failed
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inspection. A subsequent inspection visit will be conducted to determine final approval and will
be subject to a re-inspection fee. If the Applicant, Host Customer, and System Owner fail to
resolve the failure within the 60 days, or the failed inspection is due to a Material Mechanical
Failure, the application will be cancelled, determined to be a failed inspection, and a strike will
be imposed. The failure will constitute a strike against the Installer, Applicant, seller, or other
responsible party. The field inspector and/or the Program Administrator will be authorized to
identify the responsible party, based on available information obtained during the inspection and
from applicable forms. However, this designation will be considered preliminary and is subject
to revision upon receipt of additional information or on appeal.

If there is a failed inspection because the verified system is not in compliance with the stated
system as stated on the project application, the Applicant, Host Customer, and/or System
Owner will have 60 calendar days to bring the system into compliance. If the Applicant, Host
Customer, and System Owner fail to bring the system into full eligibility within 60 days, or the
failed inspection is due to a Material Compliance Failure, the application will be cancelled,
determined to be a failed inspection, and constitute a strike. The strike will be imposed on the
entity that signed and submitted the erroneous information on the project application and/or
subsequent incentive claim form, unless the Installer or Applicant can demonstrate that another
party, such as a seller or consultant, is responsible. The field inspector and the Program
Administrator will be authorized to identify the responsible party, based on available information
obtained during the inspection and from applicable forms. However, this designation will be
considered preliminary and is subject to revision upon receipt of additional information or on
appeal.

Project Installers, Applicants, and/or sellers that fail two inspections will be on probation,
wherein every project will be inspected. If the entity fails a third inspection, the entity will be
disqualified from participating in the CSI program for one year, except in cases of fraud.

For high volume installers (those that install more than 200 systems per year), if the installer
accumulates two strikes, the entity will be placed on probation. If no additional strikes are
accumulated within the first year that the initial strike was acquired, their first strike is removed
and they continue on probation until the second strike’s probation year ends as determined from
the date the second strike is acquired. If they acquire no additional strikes within this time, the
second strike is removed, and they will be restored to a zero-strike status. However, if they
acquire an additional strike after the first strike is removed, an additional probation period begins
from the date of the last strike. If they accumulate three strikes, they will be disqualified from
participating in the program for one year.

If an Installer or Applicant disputes the failed inspection or disqualification, he or she may
appeal in writing within 30 days of notification of the failed inspection via US certified mail to the
Program Administrator. A panel of all of the Program Administrators and a representative from
the Energy Division of the California Public Utilities Commission will review the appeal. Written
appeals should substantiate any reasons he or she believes warrant reconsideration of the
failure or disqualification. The appealing party may request an audience with the panel. The
panel may also request additional information to substantiate the written appeal. The final
decision will be provided to the Applicant or Installer within 60 days of receipt of the written
appeal and the appeal decision of the panel shall be final.
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2.9.2 Inspector Training Criteria

The CPUC requires that all system inspection visits must be performed by trained personnel,
whether the inspection is performed by utility interconnection inspectors, other utility personnel,
or contractors. The Program Administrators have developed and submitted a consistent
statewide site inspectors’ training plan to the CPUC Energy Division.
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3.

This section provides a general overview of the California Solar Initiative (CSI) Incentive
structure. The CSI program offers two types of incentives: PBl and EPBB. Table 5 provides an
overview of the two incentive structures under the CSI program. For the purpose of the CSI
program, commercial sectors include agricultural and industrial customers. Typically, the
incentive structure is determined by the size of the system installed. However, customers
installing smaller systems have the option to choose the PBI structure regardless of the size of
their system.

California Solar Initiative Incentive Structure

Table 5
CSl Incentive Structures
Size Payment Customers
Type of CSl Incentive Category Structure Eligible Notes
Payments
based on < Smaller systems may
$/kWh Residential, opt into PBI
produced Commercial, | % In 2008, PBI required
Performance Based over 5 year Government for all systems =50 kW
Incentive (PBI) > 100 kW term and Nonprofit
< Residential New
Construction projects
Residential, are funded through the
One lump Commercial, Energy Commission’s
Expected Performance sum based Government New Solar Homes
Based Buydown (EPBB) < 100 kW on $/watt and Nonprofit Partnership (not CSI)

Both PBI and EPBB incentives are available for residential and Non-Residential customers as
displayed in Table 6.

Table 6
Type of CSl Incentive by Customer Sector
Size Gov't and
Type of CSl Incentive Category Residential’ Commercial Nonprofit
Performance Based Incentive (PBI) > 100 kW™ \ \ N
Expected Performance Based Buydown
(EPBB) <100 kW \ \ N

17 Residential installations on existing structures. New residential construction projects will be funded through the Energy Commission’s New Solar
Homes Partnership.

18 Smaller systems may opt-in to receive a PBI incentive rather than the EPBB incentive.
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3.1

CSl Program Incentive Trigger Mechanism

The incentive payment levels will automatically be reduced over the duration of the CSI program
in 10 steps, based on the volume of MW of confirmed reservations issued within each utility
service territory.'® On average, the CSl incentives are projected to decline at a rate of 7 percent
each year following the start of implementation in 2007. The incentives will gradually phase out
over the 10 steps. Table 7 outlines the 10 steps for the incentive levels for the CSI Program.

PBI and EPBB Payment Amounts by Step

Table 7

EBPP Payments

PBI Payments

(per watt) (per kWh)
Statewide
Mw MW in Gov't/ Gov't/
Step Step Residential | Commercial Nonprofit | Residential | Commercial Nonprofit
1 50 n/a n/a n/a n/a n/a n/a
2 70 $ 250 $ 2.50 $ 3.25 $ 0.39 $ 0.39 $ 0.50
3 100 $ 220 $ 2.20 $ 295 $ 0.34 $ 034 $ 0.46
4 130 $ 1.90 $ 1.90 $ 265 $ 0.26 $ 0.26 $ 0.37
5 160 $ 155 $ 1.55 $ 2.30 $ 0.22 $ 0.22 $ 0.32
6 190 $ 1.10 $ 1.10 $ 1.85 $ 0.15 $ 0.15 $ 0.26
7 215 $ 065 $ 0.65 $ 1.40 $ 0.09 $ 0.09 $ 0.19
8 250 $ 035 $ 035 $ 1.10 $ 0.05 $ 0.05 $ 0.15
9 285 $ 0.25 $ 0.25 $ 0.90 $ 0.03 $ 0.03 $ 0.12
10 350 $ 0.20 $ 0.20 $ 0.70 $ 0.03 $ 0.03 $ 0.10

The duration of that phase-out will be dependent on: (1) whether the incentive budgets are

depleted; (2) when the Program Administrators reach their MW goal; or (3) by the end of the
program or 2016, whichever comes first. Table 8 displays the MW targets by Program
Administrator service territory and customer class.

19 Investor-owned utility service territories only (PG&E, SCE, SDG&E)
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Table 8
CSI MW Targets by Program Administrator and Customer Class

PG&E (MW) SCE (MW) CCSE (MW)
MW
in Non-
Step Step Res Non-Res Res Res Res Non-Res
1 50 - - - - - -
2 70 10.1 20.5 10.6 21.6 24 4.8
3 100 14.4 29.3 15.2 30.8 34 6.9
4 130 18.7 38.1 19.7 40.1 4.4 9.0
5 160 23.1 46.8 24.3 49.3 5.4 11.1
6 190 274 55.6 28.8 58.6 6.5 131
7 215 31.0 62.9 32.6 66.3 7.3 14.8
8 250 36.1 73.2 38.0 771 8.5 17.3
9 285 411 83.4 43.3 87.8 9.7 19.7
10 350 50.5 102.5 53.1 107.9 11.9 24.2
Total 1750 252.4 512.3 265.6 539.5 59.5 120.8
Total by Utility 764.8 805.0 180.3
Percent 43.7% 46.0% 10.3%

Program Administrators will count an application’s size towards their step goals using a design
factor as described in detail in Section 2.2.5.

Projects are counted toward the MW trigger once they are deemed eligible, have paid an
application fee (if applicable), and have been issued a confirmed reservation. As the number of
MW allocated through the confirmed reservations reaches its maximum within any particular
step, the Program Administrators will move to the next step.

If there are any MWs that remain unused and unaccounted for in any previous steps, due to
events such as Applicants dropping out of the process or reducing the size of their systems,
those MWs will be added to the current step under which Program Administrators are issuing
reservations and incentives, thus increasing the number in that step and ensuring that no MW
are left outstanding. Similarly, when MWs drop out of the current step, those MW will be
returned to the current step. Any reallocation of MWs from a higher step to a lower step due to
drop outs or system size reductions can take place as long as the reallocation is consistent with
how the MWs were initially reserved for either residential and non-residential projects.
Reallocations from Step 1 may be assigned to either residential or non-residential applicants, at
the discretion of the Program Administrators. The Program Administrators will provide updates
to their solar application websites as close as possible to real time and no less than weekly to
indicate the total MWs available for incentives at each step and in each customer sector,
including those MWs newly available due to reallocations.
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The CSI program incentive levels may vary by service area, depending on the pace of solar
demand in each Program Administrator’s territory. Additionally, the CSI program incentive levels
may differ based on demand in the residential and non-residential customer sectors. Refer to
the Program Administrator’'s website to determine the step and incentive rate that is currently
applicable to each customer sector in that utility’s service territory. The Program Administrators
will include on their websites an indication of the MW of Confirmed Reservations in each
customer sector that is as close as possible to real time.

The status of each Program Administrator’s trigger, and therefore incentive level, is shown at
www.csi-trigger.com.

3.2 Expected Performance Based Buydown (EPBB) Incentives

The CSI program will pay incentives to solar projects with system ratings of less than 100 kW
CEC-AC through an up-front incentive known as an EPBB (and less than 50 kW starting in
2008). These EPBB incentives are based on an estimate of the system's future performance.
EPBB incentives combine the benefits of rewarding performance with the administrative
simplicity of a one-time incentive paid at the time of project completion. Applications for new
non-residential construction projects are eligible for EPBB if the system size complies with
EPBB size requirements.

The Program Administrators will use the Energy Commission’s CEC-AC method to determine
the system rating. The following formula determines the EPBB incentive:

EPBB Incentive Payment = Reserved Incentive Rate x System Rating®® x Design Factor

The design factor is a ratio comparing a proposed system to a reference system. Very simply, it
reflects:

Proposed System
Reference System

Design Factor =

More specifically, the Design Factor is calculated as follows:

20 CEC-AC System Rating (kilowatts) = Quantity of Modules x CEC Rating of Photovoltaic Modules x CEC Inverter Efficiency Rating / 1000
(watts/kilowatt)
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DF = Dcorr * Georr
Dcorr (Design Correction) = Sepp { Sspo

Sspp = The system's estimated summer kKWh output at the
proposed location, with proposed tilt & azimuth

Sspe = The system's estimated summer kKWh output at the
proposed location, with summer optimized tilt & azimuth
allowing for eqgual treatment of proposed systems oriented
from South to West (i.e. the optimized system’s orientation
shall be the same as the proposed system for orientations
due south to due west).

Gceorr (Geographic Correction) = Aspe / Asro

Aspo = The system's estimated annual kWh output at the
proposed location, with summer optimized tilt & south
azimuth

Asro = The system's estimated annual kWh output at the
reference location, with summer optimized tilt & south
azimuth

In sum, the design factor for EPBB will:

= Treat all systems oriented between 180° and 270° equally

= Assign optimal orientation tilt for each compass direction in range of 180° and
270°, optimized for summer production

= Include location-specific criteria to account for weather variation and shading
= Be based on an optimal reference system and location

= Determine optimal reference latitude tilt that relates to local latitude.

Please refer to the EPBB User Guide for more detailed explanation of the calculator’s
methodology and instructions, at www.csi-epbb.com.

The CPUC and its Program Administrators have developed an EPBB calculator that helps
applicants determine the EPBB incentive level. As it gains experience with the EPBB and the
performance of the California Solar Initiative, the CPUC reserves the right to modify the
calculator at any time without advance notice to applicants.

If the changes to the EPBB calculator do not impact the incentive amount on a given project, the
PAs are not required to notify the applicant of that given project.
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including Host Customer’s, System Owner's, or any third party’s performance or failure to perform with
respect to the Project, however caused, regardless of any strict liability or negligence of the Program
Administrator, their officers, managers, or employees, excepting only such loss, damage, or liability that is
caused by the willful misconduct of Program Administrator, its officers, managers, or employees.

16.1 System Owner and Host Customer each acknowledges that any claims, demands, losses,
damages, costs, expenses, and legal liability that arise out of, result from, or are in any way connected
with the release or spill of any hazardous material or waste as a result of the work performed under this
Contract are expressly within the scope of this indemnity, and that the costs, expenses, and legal liability
for environmental investigations, monitoring, containment, abatement, removal, repair, cleanup,
restoration, remedial work, penalties, and fines arising from strict liability, or violation of any local, state, or
federal law or regulation, attorney’s fees, disbursements, and other response costs incurred as a result of
such releases or spills are expressly within the scope of this indemnity.

16.2 System Owner and Host Customer each shall, on Program Administrator’s request, defend any
action, claim or suit asserting a claim which might be covered by this indemnity. System Owner and Host
Customer shall pay all costs and expenses that may be incurred by Program Administrator in enforcing
this indemnity, including reasonable attorney’s fees. This indemnity shall survive the termination of this
Contract for any reason.

17.0 LIMITATION OF LIABILITY - Program Administrator shall not be liable to System Owner, Host
Customer or to any of their respective subcontractors for any special, incidental, indirect or consequential
damages whatsoever, including, without limitation, loss of profits or commitments, whether in contract,
warranty, indemnity, tort (including negligence), strict liability or otherwise arising from Program
Administrator’'s performance or nonperformance of its obligations under the Contract.

18.0 VENUE - This Contract shall be interpreted and enforced according to the laws of the State of
California. Sole jurisdiction and venue shall be with the courts in [as designated by the Program

Administrator].

19.0 DISPUTE RESOLUTION - The parties to this Contract shall attempt in good faith to resolve any
dispute arising out of or relating to this Contract promptly by negotiations between a vice president of
Program Administrator or his or her designated representative and an executive of similar authority from
System Owner and/or Host Customer. Either party must give the other party or parties written notice of
any dispute. Within thirty (30) calendar days after delivery of the notice, the executives shall meet at a
mutually acceptable time and place, and shall attempt to resolve the dispute. If the matter has not been
resolved within thirty (30) calendar days of the first meeting, any party may pursue other remedies,
including mediation. All negotiations and any mediation conducted pursuant to this clause are
confidential and shall be treated as compromise and settlement negotiations, to which Section 1152.5 of
the California Evidence Code shall apply, and Section 1152.5 is incorporated herein by reference.
Notwithstanding the foregoing provisions, a party may seek a preliminary injunction or other provisional
judicial remedy if in its judgment such action is necessary to avoid irreparable damage or to preserve the
status quo. Each party is required to continue to perform its obligations under this Contract pending final
resolution of any dispute arising out of or relating to this Contract.

20.0 INTEGRATION AND MODIFICATION - This Contract and its appendices constitute the entire
Contract and understanding between the Parties as to its subject matter. It supersedes all prior or
contemporaneous contracts, commitments, representations, writings, and discussions between System
Owner, Host Customer, and Program Administrator concerning the Project, whether oral or written, and
has been induced by no representations, statements or contracts other than those expressed herein.
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NO AMENDMENT, MODIFICATION OR CHANGE TO THIS CONTRACT SHALL BE BINDING OR
EFFECTIVE UNLESS EXPRESSLY SET FORTH IN WRITING AND SIGNED BY PROGRAM
ADMINISTRATOR’S REPRESENTATIVE AUTHORIZED TO SIGN THE CONTRACT.

Notwithstanding the foregoing, this Contract is subject to such changes or modifications by the CPUC as
it may, from time to time, direct in the exercise of its jurisdiction over Program Administrator.
Furthermore, this Contract is subject to change or modification by the Program Working Group, as it may
from time to time make to the Program in the exercise of its jurisdiction over the implementation of the
Program. For purposes of this Contract, the “Program Working Group” shall constitute certain staff of
each California investor-owned utility, the San Diego Regional Energy Office, California Energy
Commission and the Energy Division of the CPUC.

21.0 NO THIRD PARTY BENEFICIARIES - This Contract is not intended to confer any rights or
remedies upon any other persons other than the undersigned parties hereto.

By execution of this Contract, System Owner and Host Customer each certifies that the Project meets all
Program eligibility requirements, and that System Owner and Host Customer agree to abide by the rules
and requirements set forth in this Contract and in the CSI Program Handbook.

The undersigned declare under penalty of perjury under the laws of the State of California that 1) the
information provided in the Reservation Request Form and other Program documents is true, accurate
and complete, 2) the solar generating system described in the Program documents is new and intended
to offset part or all of the Host Customer’s electrical needs at the site of installation, 3) the Project Site of
installation is located within the Program Administrator’s service territory, and 4) the Project is not
intended to be used as a backup generator.

All communications under this Contract shall be forwarded directly [to the relevant Program Administrator
for the application.]
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12.2 NSHP-4 Registration Form for Sellers

The following NSHP-4 form is used by both the California Energy Commission New Solar
Homes Partnership and the California Public Utilities Commission California Solar Initiative
Program. Please remit this form to the California Energy Commission to register your firm as a
seller of solar equipment. See Section 2.1.5 for more information.

EQUIPMENT SELLER INFORMATION

NSHP-4

NEW SOLAR HOMES PARTNERSHIP

This information must be submitted before a company can become eligible to participate in the NSHP. Te remain eligible.
a company must resubmit this form annually, by March 31. This annual submittal is reguired even if the information
identified in the company s pricr NSHP-4 submittal has not changed. In addition. a company must submit an updated
NSHP-4 form any time its reported information has changed. The updated NSHP-4 form must be submitted to the Energy
Commission within 30 days of the change of any reported information. Registered companies are listed at
[www.gosclarcalifomia.ca.gov].

Business name: Phone: ( )

Address: Fax : ( )
E-mail:
Website:

Select one of the following:

Eusiness license number: O Corporate, LLC, LLP or other that is registered
with the California Secretary of State
Resellers license number O Mot a corporation, LLC or LLP

Contractor license number {if applicable]:

The above information applies solely to the business identified above:

Print Name: Title:

Signature:

Date:

Send this completed form by telefax to (916) 653-2543 or by mail to:

MNSHPF Seller Registration
California Energy Commission
1516 9™ Street, MS-45
Sacramento, CA 95814-5512

Reminder:

This form must be on file with the Energy Commission for a rebate application with
the above company to be considered. It must be resubmitted annually by March 31 for
sellers to remain eligible from year to year.
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