California Could Boost Renewable Energy Mandate
by Sammy Roth
Dec. 5, 2014 – Few challenges facing state policymakers are more complex than dramatically reducing California's greenhouse gas (GHG) emissions.  But regulators will soon consider one of the more straightforward solutions: increasing the state's renewable energy mandate.
Meeting California's long-term climate goals, experts say, will require a more nuanced approach than the so-called renewable portfolio standard.  That currently requires utilities to buy 33% of their retail electricity from renewable sources by 2020.  In the short term, raising that standard could bolster the development of solar, wind and geothermal energy, all of which have faced financial or regulatory roadblocks in the desert.
California's renewable energy mandate is already one of the highest in the nation.  Environmental groups have lauded it as an effective tool for limiting climate change.
But as utilities have come closer to meeting the 33% target, the mandate has become less effective at catalyzing investment in renewable energy.  With about 5 years remaining until 2020 and the state's major utilities already well past the 20% mark, there isn't as much pressure to add clean power to the grid as there used to be.
That could soon change.  The California Public Utilities Commission said, in a decision last week, that it would consider increasing the renewable energy mandate in a new rule-making early next year, as it has been authorized to do by the state Legislature.
"What they basically said is, 'We're going to take that up in 2015, and consider what, if anything, we'll do,'" said Steven Kelly, director of policy for the Independent Energy Producers Association, a Sacramento-based trade group.
The public utilities commission downplayed the significance of its announcement.  Spokeswoman Terrie Prosper said in an email that the commission has been "discussing the need to plan for procurement targets beyond 33% for a few years now, so the announcement of a proceeding is more official than a new concept."
But for energy companies, the timing of that proceeding is significant.  A 30% investment tax credit for renewable energy is set to expire at the end of 2016, meaning developers have a financial incentive to bring projects online before then.
Consumers would also benefit from renewable energy projects built before the tax credit expires rather than after, said Kevin Lynch, managing director of external affairs for Iberdrola Renewables, one of the country's largest renewable energy developers.
"Knowing that the existence of those credits is not permanent — and that they are, in fact, under a high level of pressure by anti-renewable interests to make them go away — the idea is to try to get projects that can qualify for those credits locked in, and have the benefits of those credits inured to California ratepayers," Lynch said.
The renewable energy mandate is a key component of California's efforts to meet its ambitious climate goal: reducing GHG emissions 80% below 1990 levels by 2050.  Those efforts also include a low-carbon fuel standard, a cap-and-trade program, and incentives for energy efficiency and electric vehicles, among a host of other initiatives.
But California's 3 major utilities are already getting close to meeting the 33% renewable energy mandate.  Southern California Edison, for instance, purchased 21.6% of its retail electricity from renewable sources in 2013, 7 years before the 2020 deadline.  Based on power purchase agreements it has already signed, Edison projects it will increase that figure to 23.5% by 2020.
Pacific Gas & Electric and San Diego Gas & Electric are in even better shape, having purchased 23.8% and 23.6% of their retail electricity, respectively, from renewable sources in 2013.  Based on contracts already signed, they project they'll hit 31.3% and 38.8%, respectively, by 2020.
Some renewable energy advocates have called for a new target, perhaps as high as 40 or 50%.  But they also point out that simply mandating more renewable energy is not a comprehensive strategy for reducing emissions from the electricity sector.
"There's nothing that says we can't go higher than 33%," said V. John White, executive director of the Center for Energy Efficiency and Renewable Technology, a Sacramento-based renewable energy advocacy group.  "But to really accomplish our objective, we have to recognize that renewables are a means to an end."
The main problem with adding ever-more renewables to the grid is reliability.  Solar and wind, the 2 most abundant sources of renewable energy, are intermittent, generally producing power only when the sun shines or the wind blows.
Solar power is particularly problematic, because it peaks during the middle of the day, while electricity demand peaks in the early evening.  Utilities have generally supplemented intermittent renewables with natural gas plants, which produce half as much carbon as coal-fired power plants but still contribute to climate change.
The solution, experts say, likely involves a "balanced portfolio" approach, aimed at reducing carbon emissions rather than simply increasing renewables.  That kind of strategy could promote greater amounts of geothermal power, which is not intermittent, and concentrated solar power, which can be stored more easily than power from traditional solar panels.  A balanced portfolio approach could also place greater emphasis on energy efficiency, rooftop solar, and home energy storage.
"We need to turn our attention to what is the mix on the grid, and how do we make that mix as low-emission as possible.  And that requires a much more complicated mechanism than, 'Thou shalt buy X renewables,'" White said.  "When you get beyond 33%, it starts to matter more than it did at lower levels, how the pieces fit together."
For now, though, the renewable energy mandate is the mechanism regulators have at their disposal.  Despite the utilities commission's promise that it will consider raising the mandate next year, renewable energy advocates think regulators should already encourage utilities to treat 33% as a floor rather than a ceiling.
"They have the authority today to approve (renewable) procurement that goes above the 33% required by law," Kelly said.
It's unclear how utilities would respond to a proposed increase in the renewable portfolio standard.  Southern California Edison said in a statement that it is "proud to be one of the nation's leaders in renewable energy, but does not believe in using a 'renewables at any cost' approach."
Whatever regulators do next, there's little question that limiting carbon emissions from the electricity sector is vital to meeting the state's long-term climate goals.  According to the California Air Resources Board, electricity generation accounts for about 20% of the state's overall carbon emissions — 2nd only to the transportation sector, which is responsible for between 35 and 40%.
"If you took the (renewable energy mandate) out of the mix, almost the entire burden would be on the transportation sector," Kelly said.  "The (mandate) is one of the primary vehicles for moving the state closer to the greenhouse gas reduction goals, without breaking the bank."
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