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Chairman Bingaman, Ranking Member Domenici, and Members of the Committee, I am very pleased to appear before you this morning on behalf of Pacific Gas and Electric Company to offer my views on the important role of concentrated solar power (CSP) as a clean, renewable source of energy.  My name is Fong Wan and as part of my role as Vice President of Energy Procurement for PG&E, I have the responsibility for overseeing all of our renewable power procurement.  At a time of historically high energy prices, increasing concerns over climate change and U.S. energy security, I commend the Committee for its leadership in addressing this important topic and for the continued commitment to and support for alternative energy that Chairman Bingaman, Ranking Member Domenici and others on this Committee have demonstrated over the years.  The Energy Policy Act of 2005 and the Energy Independence and Security Act of 2007 have both helped to advance alternative energy, improve the overall energy efficiency of our economy and begin to dismantle barriers to ushering in a new energy paradigm for the 21st century. 

Pacific Gas and Electric Company, headquartered in San Francisco, California, is one of the largest natural gas and electric power utility companies in the United States.  The company provides natural gas and electric service to approximately 15 million people throughout a 70,000-square-mile service area in northern and central California.  PG&E proudly delivers some of the nation's cleanest energy to our customers.  On average, more than half of the electricity we deliver to customers comes from sources that emit no carbon dioxide, or CO2, and an increasing amount comes from renewable sources of energy.  In 2007, approximately 12 percent of our electric delivery mix was comprised of California-eligible renewable resources
. 
PG&E is actively pursuing renewable generation resources on behalf of our customers for several reasons, including the following: first, it is what our customers consistently tell us they want; second, it furthers our efforts to meet the California renewable portfolio standard, which requires that 20 percent of our electric power be derived from renewable energy sources by 2010, a policy goal that PG&E strongly supports; and third, it allows us to better manage our future cost risk, on behalf of customers and shareholders, by taking volatile and rising fuel prices out of the cost equation for this portion of our generation.  
PG&E has announced several contracts with wind, geothermal, biogas and solar developers.  Solar thermal energy, the subject of today’s hearing, is an especially attractive renewable power source because it is available when power is needed most in California – during the peak mid-day summer period. PG&E has entered into four solar thermal power procurement contracts totaling up to 1,737 megawatts of power, enough capacity to supply almost 10 percent of our peak summer needs.  These include a contract with Ausra for a 177- megawatt facility in San Louis Obispo County, CA, a contract with Solel for a 553 megawatt facility in San Bernardino County, CA, and a contract with Brightsource Energy for 500 megawatts from facilities in San Bernardino County with an option for another 400 megawatts
.
We believe the potential for solar thermal technology, as well as other solar power technologies, is significant -- and we are not alone.  For example, a study prepared by the National Renewable Energy Laboratory (NREL) on the potential for concentrated solar power, or CSP, in California and the rest of the Southwest U.S. indicated that CSP in California could produce upwards of seven  times the energy needed to serve the state.  NREL also suggests that costs for CSP technologies could decline significantly, from approximately 16 cents per kilowatt-hour on average today, to approximately 8 cents per kilowatt-hour in 2015.  The halving of the cost of this energy in seven years is premised on an assumption that at least 4,000 MW of CSP will be built by then – not just contracted for -- to achieve “learning curve” benefits.   For a comparison to another major energy technology development effort, cost estimates for advanced coal power generation with carbon capture and storage are on the order of 11 cents per kilowatt-hour.
We are also impressed by the progress being made in reducing the cost of photovoltaic technology and look forward to a healthy competition between CSP and utility-scale photovoltaics to meet the peak electric needs of California customers.  We expect to announce a number of large, utility-scale photovoltaic projects in the near future.  We think the competition between the two solar technologies will help our customers over time by bringing the cost of solar energy down.
As we move forward aggressively to deploy these renewable, clean, domestic energy resources, we recognize that challenges remain to fully realizing their potential in California, and across the nation.  I will use the balance of my remarks to outline some of the challenges we see. 
A. Extension of Incentives is Essential

As noted, while the cost of solar is anticipated to decline over time, competitive electric power pricing is perhaps the biggest current obstacle to more rapid and widespread deployment of solar and other renewables. Still a nascent industry in the U.S., solar has yet to reach economies-of-scale that will bring down the per-unit production cost to levels competitive with natural gas-fired plants. 
One of the most important tools needed until the prices become competitive is the Investment Tax Credit (ITC).  As a major buyer of renewable energy, Pacific Gas and Electric Co. is concerned that without proper tax incentives, there will be a significant slowdown in the development and construction of solar and other new renewable energy projects and technologies going forward, making it extremely difficult to meet the economies-of-scale required to drive down cost.  An example of this phenomenon can be seen in the wind technology development experience.  The expiration of the Production Tax Credit (PTC) in 2004, which is a key incentive for wind power projects, caused a 77 percent drop in installed wind capacity that year relative to one year prior, 2003.  By comparison, in 2007, with the PTC in place, the wind industry enjoyed its best year ever when developers installed more than 5,000 megawatts of new generating capacity, more than twice the previous record.  The ITC is expected to have a similar effect on the solar industry.  The tremendous spurt of innovation, development and associated economic activity we have seen with solar, and in the renewable energy sector generally, could be squelched if these tax credits are not extended.  Needless to say, the loss of this economic activity would occur just when the national economy, buffeted by the housing collapse and record energy prices, needs all the support it can get. 
The federal government can therefore make a tremendous contribution by extending the ITC and PTC, as proposed in H.R. 6049, and removing the regulated utility exclusion associated with the ITC, as regulated utilities are in a position to provide financing for these capital-intensive projects.  We believe the 8-year extension for the ITC included in the recent Senate package is the minimum amount of time necessary to reduce financial uncertainty, spur longer-term technology development and encourage fuller deployment of these projects.  Given the long investment lead-times for CSP, an extension of 8 years would send a critical signal to investors to commit to these projects.  In the absence of a long-term extension of the ITC, we are very concerned that the projects currently under development may be delayed, stopped, or priced in a way that will raise costs to electricity consumers by up to 30 percent.  We therefore urge Congress to pass the provisions contained in H.R. 6049 as soon as possible, so that the solar and other renewable industries can have the certainty they need to make investments, create jobs, and make a positive contribution to meeting the nation’s energy needs in an environmentally-sound and sustainable manner.
B. The Transmission Challenge
Another significant challenge we face in bringing renewable energy resources online faster is transmission. In California, for example, most large-scale concentrated solar power generating facilities are sited in remote desert locations, far away from the areas where the electricity is needed most.  While siting in these areas may avoid some, but not all, issues associated with major power plant project siting, if we can’t get the power to the customer, it’s just a different kind of stranded asset.  In fact, Senate Majority Leader Reid noted in his statement on June 17th before this Committee that the West alone will need approximately 7,500 miles of new transmission lines over the next decade to significantly expand renewable energy production.
Transmission siting is a multi-stakeholder process that is increasingly complicated in the case of interstate lines, due to multi-state regulatory requirements, myriad diverse stakeholder interests, and a lack of deference to a lead federal agency. It is not uncommon for a company to be far into the siting process and have a single stakeholder raise an objection which can stop the project’s momentum ‘in its tracks.’ And actions by some federal resource agencies can also have major ramifications.  We support the Bureau of Land Management’s (BLM) desire for a comprehensive approach to solar projects in the Mojave Desert region and the west, and we appreciate BLM’s commitment to continue to process those applications which have already been accepted.  However, we hope that future CSP projects are not further complicated by the moratorium on new applications."
Mr. Chairman, I couldn’t agree more with your statement  at the June 17th Committee when you said, “[t]o get transmission built to carry renewable electricity, it’s important to make sure that the transmission system in general is working well. We need to be sure that FERC’s rules for planning, siting, pricing, interconnection and openness of access are adequate.” 
C.
Integrating Intermittent Power Supplies
A third challenge we face is the ability to integrate an increasing amount of intermittent power resources into our generation portfolio.  Solar is much easier to accommodate than wind in this regard, but it still poses challenges.  A solution to this challenge lies in the ability ultimately to store excess power from these power projects, so that it is available when the project is not producing power – for example, on cloudy days or at night – and thereby smooth out the ‘ups and downs’ that are otherwise associated with intermittent power generation.  Congress showed great foresight by including a thermal energy storage research and development program in Section 602 of The Energy Independence and Security Act of 2007, and hopefully this program will lead to improvements in the cost and effectiveness of such technologies.
The Path Forward

At PG&E, we are working cooperatively with policymakers, regulators, others in our industry and myriad stakeholders to help tackle these challenges.  For example, California’s utilities are working closely with state and federal agencies on the Renewable Energy Transmission Initiative to identify areas that will require transmission investments to bring on new solar and other renewable energy supplies.  We are working in a broad coalition, consisting of more than 300 organizations to help support and advance the energy tax provisions contained in H.R. 6049.  We are working to identify and support emerging renewable technologies, like CSP, biogas, and wave technology, to help bring down costs and integrate these technologies into the electric power and natural gas systems.  And, we are investing more than a billion dollars in advanced meters to upgrade our electric grid to make it a dynamic, “smart” system that will allow us to optimize its performance and better integrate these new, clean technologies, including advanced transportation technologies like plug-in electric vehicles.
In these uncertain times of rising energy prices, a weakening economy, and increasing national security risks from dependence on foreign oil, the federal government is well positioned to bring certainty to the energy market through sound policies that send the right long term signals that will spur the innovation, development, and deployment of renewable, clean, domestic energy resources that are so desperately needed. The opportunity to expand the renewable power industry can only be accomplished by addressing the challenges facing it in an integrated, strategic fashion that blends incentives, standards, public sector investment, and other key mechanisms such as a price and market for carbon, a major step that will allow renewables to compete against the real costs of conventional sources of electric power generation. 

On behalf of PG&E, I want to thank you for the opportunity to appear before the Committee today and I look forward to answering your questions.  

Thank you.
�   As defined in California Senate Bill 1078, which created California’s renewable portfolio standard, an eligible renewable resource includes geothermal facilities, hydroelectric facilities with a capacity rating of 30 MW or less, biomass, selected municipal solid waste facilities, solar facilities and wind facilities.


�   The fourth contract is with San Joaquin Solar for 106.8 MW in Fresno County, CA.
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