CALIFORNIA'S
ENERGY LEADERSHIP

California -
Public Utilities Commission



HE CALIFORNIA PUBLIC UTILITIES COMMISSION has helped make
California a national and international leader on energy initiatives

and policies designed to benefit consumers, the environment, and
the economy.

AN ENERGY PLAN FOR CALIFORNIA

The California Public Utilities Commission (CPUC) supports the quality of life
of Californians by ensuring reliable energy and protecting the environment.

This is made possible through the guidance of an Energy Action Plan adopted
by the CPUC and its sister energy agencies.

The Energy Action Plan, created in 2003 and subsequently updated in 2005
and 2008 by the CPUC and California Energy Commission, lays out a single,
unified approach to meeting California’s energy needs by focusing on energy
efficiency, demand response, and renewable energy.

Building on the Energy Action Plan, the California Legislature, CPUC, and
other state agencies have taken a number of steps to put California on the
map as a state that’s committed to innovative and groundbreaking energy
initiatives and policies.

Utilities are required to create long-term energy plans
for CPUC review and approval. The plans ensure that
utilities maintain a set amount of energy above what they
estimate they will need to serve their customers (called
a reserve margin). On the consumer side, the CPUC's low
income programs help to ensure consumers have access
to essential services. The CARE program offers a discount
on energy bills and the Low Income Energy Efficiency
program provides free weatherization services.




PROTECTING THE ENVIRONMENT

California leads the nation in aggressively battling climate change with policies to reduce greenhouse gases and
increase energy efficiency and renewable energy. Assembly Bill 32 (the Global Warming Solutions Act) requires that
statewide greenhouse gas emissions be reduced to 1990 levels by 2020. Cleaner electricity production is an essential
factor in reducing greenhouse gas emissions and the CPUC has been engaged in proactive climate change work since
2004, including:

* Requiring the state’s investor-owned utilities to account for the future financial risk associated with
greenhouse gas emissions in evaluating new long-term resource investments. This Greenhouse
Gas Adder, expressed in dollars per ton of CO2, is used by utilities in evaluating long-term energy
procurement.

e Creating a first-of-its-kind Greenhouse Gas Emissions Performance
Standard (Senate Bill 1368), which requires that all new long-term energy
generation contracts by utilities are with power plants that have emissions
no greater than a combined cycle natural gas turbine plant.

e Working with the California Energy
Commission to provide guidance to the
California Air Resources Board (CARB)
on how to reduce greenhouse gas emis-
sions from the electricity and natural gas
sectors. CARB will implement the Global
Warming Solutions Act.

* Membership in the California Climate
Action Registry and California’s Climate
Action Team.
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GROUNDBREAKING ENERGY
EFFICIENCY GOALS

Building on California’s proud history in energy efficiency, in 2005 the CPUC created
the most ambitious energy efficiency and conservation campaign in the history of the
utility industry in the U.S. This reaffirmed that cost-effective energy efficiency is the
state’s least expensive and most environmental resource, as well as the first line of
defense against power shortages.

Energy efficiency plans for 2004-2013 eliminate the need for 10 new power plants,
eliminate g million tons of CO2 emissions annually (equal to taking approximately 1.8
million cars off the road), and yield $10 billion in net savings to consumers. The state’s
innovative energy efficiency plans include:

e Creating a system of incentives and penalties to drive investor-
owned utilities above and beyond California’s aggressive energy
savings goals.

e Utilizing Big, Bold Energy Efficiency Strategies to make energy ef-
ficiency an integral part of “business as usual” in California. These
strategies include creating a single, statewide, long-term (through
2020) Energy Efficiency Strategic Plan that seeks broad and deeper
levels of efficiency results throughout the California economy, and
sets targets for all new residential construction in California to be
zero net energy by 2020; all new commercial construction will follow
by 2030.

* Implementing Governor Schwarzenegger’s Green Building Initiative,
which calls for public buildings to be 20 percent more energy efficient
by 2015 and encourages the private sector to do the same.

e |dentifying water-related energy use savings potential. By saving
water or delivering and treating it more efficiently, it is possible to
produce significant energy savings.

* Keeping per capita electricity use low by supporting the develop-
ment of building energy codes and standards, utility programs, and
decoupling, which allows utilities to retain expected earnings even as
energy efficiency programs reduce sales. California’s electricity use
has remained relatively flat over the past 30 years while the nation'’s
use has risen by 5o percent.



HARNESSING THE POWER OF THE SUN
THROUGH THE
CALIFORNIA SOLAR INITIATIVE

California has a goal to install 3,000 megawatts of new customer solar projects by
2016. Under the California Solar Initiative, the CPUC is moving the state toward a
cleaner energy future and helping lower the cost of solar systems for consumers.
In 2005, the CPUC began developing the California Solar Initiative under Governor
Schwarzenegger’s Executive Order and later, in 2006, under state law (Senate Bill
1). California has over 550 megawatts of customer-sited solar installed at nearly
50,000 locations.

renewable

The California Solar Initiative:

e Offers cash incentives on solar systems installed throughout the
investor-owned utility territories of the state, which when combined
with federal tax incentives, can cover up to 5o percent of the total
cost of a solar system. -

e Offers performance-based incentives, which reward the best
functioning solar installations, while also encouraging energy
efficiency upgrades.

e Includes a Research, Development, Demonstration, and Deployment
program, as well as solar incentive programs for low income residents
in affordable housing units.

The state’s one-stop information center for solar information is
www.GoSolarCalifornia.ca.gov, which offers a wide array of consumer-friendly
information, including a solar savings calculator that illustrates current rebate
levels and projected return on investment for the purchase of solar systems.

Since its inception in 2007, the California Solar Initiative has consistently seen

record levels of demand for solar rebates. The annual rate for new installed

solar capacity nearly doubled in 2008 over 2007. Weekly program demand data, . .
including new rebate applications, installed systems, and system costs can be incen t ives
found at www.CaliforniaSolarStatistics.ca.gov.

The CPUC approved $11 million per year of funding for
emerging energy efficiency technologies for 2006-2008.
The CPUC also created the California Clean Energy Fund
(CalCEF), which makes investments in clean energy tech-
nologies. In April 2006, the nation’s first academic center
dedicated to energy efficiency was established at the
University of California, Davis, funded by a $1 million chal-
lenge grant from the CalCEF.
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LOWERING ELECTRICITY PEAKS
THROUGH DEMAND RESPONSE

Demand response programs allow consumers and businesses to reduce the use of their electricity during times of
high energy demand. Demand response enhances electric system reliability, reduces power purchases and individual
consumer costs, and protects the environment. An example of demand response is the use of Smart Meters. Smart
Meters replace conventional customer electric meters, giving consumers new access to information and greater
control over their energy use and bills.

The CPUC has approved a suite of demand response programs for utilities that have an aggregated impact
of 2,700 megawatts, which is equivalent to approximately five large power plants. The CPUC’s demand response
plans include:

* Moderating peak-energy demand to avoid building
or investing in power plants. While energy use in the
stateisgrowingati.25percent peryear, peakdemand
is growing even faster, at 1.35 percent annually.

* Developing time-differentiated rates that reflect the The state’s Energy Action Plan adopts a
true cost of electricity. Customers on these rates will “loading order” of preferred ways to meet
have the opportunity to lower their bills by reducing the energy needs of California’s growing
their electricity use during the most expensive time population. Energy efficiency and demand
of the day when the least efficient and most-polluting response are first, followed by renewable
power plants would otherwise be operating. energy on the supply side.

e Utilizing Smart Meters to empower consumers to
make informed decisions about their electrical use.




AGGRESSIVE RENEWABLE POWER TARGETS

Established in 2002 under Senate Bill 1078 and accelerated in 2006 under Senate Bill 107, California’s Renewables
Portfolio Standard program is one of the most ambitious renewable energy programs in the country. It requires utilities
to obtain 20 percent of their power from renewable sources by 2010 and will add 6,750 megawatts of new renewable
power and reduce CO2 emissions by 18.7 million metric tons (equal to taking approximately 2.8 million cars off
the road).

Utilities are making progress toward attaining the 2010 renewable energy target and the CPUC is now identifying the
steps necessary to meet even higher goals beyond 2010, such as Governor Schwarzenegger’s goal that 33 percent of
electricity sales come from renewable sources by 2020.

For consumers, the CPUC's Self-
Generation Incentive Program offers
subsidiesforqualifyingenergy systems,
while the California Solar Initiative
offers cash incentives for installing

solar systems. The SolarWater Heating and Efficiency Act of 2007 (Assembly

Bill 1470) targets natural gas savings, the primary energy
source used for water heating in California. In December
2009, the CPUC established a California Solar Initiative
Thermal Program to provide incentives to promote the
installation of solar water heating systems in the territories
of Pacific Gas and Electric Company, Southern California
Edison, San Diego Gas and Electric Company, and SoCalGas.
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ENSURING ADEQUATE ELECTRICITY TRANSMISSION

Inadequate transmission infrastructure is detrimental to providing reliable electricity and also remains one of the
largest barriers to meeting California’s ambitious renewable energy goals. The CPUC evaluates whether utilities can
build new transmission lines in the state or upgrade existing lines.

The CPUC works to ensure adequate electricity transmission by:
* Authorizing over 10,000 megawatts of transmission expansion projects since 2001.

 Coordinating with the California Independent System Operator on the need for additional transmission
upgrades and new projects.

e Initiating the formation of the California Renewable Energy Transmission Initiative (RETI). RETI has
assessed all competitive renewable energy zones in California and neighboring states that can provide
significant electricity to California consumers by 2020 or earlier.

e Participating in the California Energy Commission’s efforts to designate energy corridors on state-
owned lands in California.

The Tehachapi Renewable Transmission Project will provide
4,500 megawatts of capacity from the wind-rich Tehachapi
area. In May 2008, the CPUC approved one of the largest wind
energy contracts in the United States - the Alta Windpower
Project in the Tehachapi area.



RELIABLE NATURAL GAS SUPPLIES

To ensure reliable natural gas supplies to California at reasonable rates, the state must reduce or moderate demand,
maintain a high degree of supply reliability, improve the diversity of the state’s supply portfolio, critically analyze utility
costs, and ensure adequate transmission and storage infrastructure.

To support these goals, the CPUC has:

e Approved long-term gas transportation
contracts for PG&E on the proposed Ruby
Pipeline, which, if built, will provide signifi-
cant northern California access for the first
time to low-priced natural gas supplies

from the Rockies. The CPUC's energy efficiency and renewable energy policies

reduce consumption of electricity from natural gas-fired
* Authorized the expansion of natural gas power plants, thereby reducing natural gas demand. Energy
storage field capacity. efficiency also helps to lower consumer bills.

e Examined whetherand how utilities should
enter into contracts for natural gas supply
from liquefied natural gas (LNG) suppli-
ers on the West Coast, and determined
that LNG supplies should compete with
domestic sources of natural gas supplies.

o Adopted electricity and natural gas energy
efficiency savings goals and utility budgets

for 2010 through 2012. The CPUC has authorized natural gas hedging plans for

utilities to reduce the likelihood that residential and
* Examined whether utilities should have a small commercial natural gas consumers will pay very
financial incentive to efficiently manage high natural gas prices in the winter.
hedging costs for core gas customers.

e Adopted terms of service, allocation of
costs, and expansion plans related to
SoCalGas's storage fields.

* Approved supply delivery contracts with SoCalGas that will help the utility assure a high degree of
reliability on its southern system transmission pipelines.

e Examined how SoCalGas and SDG&E should allocate the costs of operating their transmission and
distribution pipelines to different customer classes.



INFLUENCING REGIONAL, NATIONAL,
AND INTERNATIONAL ENERGY POLICIES

The CPUC helps to represent California at the regional and national levels in order to serve as a model and influence
policymaking. The CPUC's participation in policy discussions at the Federal Energy Regulatory Commission, the United
States Department of Energy, and the California Independent System Operator ensures that California’s interests are
shared and preserved. The CPUC’s efforts have:

¢ Influenced federal policy in areas such as clean energy by demonstrating the success of our programs,
thereby making it easier for similar policies to be adopted on a national level.

e Strengthened and encouraged competition in California’s wholesale energy market.

 Supported transmission projects that connect California’s energy grid to renewable energy sources.

e Maintained the reliability of the nation’s bulk-power system.
On an international level, the CPUC maintains ongoing communication with regulators, scholars, and industry
representatives from numerous other countries in order to exchange knowledge and experience. This enables California

to share what it has learned through its energy leadership, and also to learn and possibly adopt useful innovations
developed elsewhere.




Read more about these and other efforts
underway at the CPUC at WwWw.CPUC.CA.GOV.
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