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BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF CALIFORNIA

Order Instituting Rulemaking to Develop Additional
Methods to Implement the California Renewables
Portfolio Standard Program.

Rulemaking 06-02-012
(Filed February 16, 2006)

LATE-FILED NOTICE OF EX PARTE COMMUNICATION OF
THE ROYAL BANK OF SCOTLAND PLC

In accordance with the provisions of Article 8 of the Commission’s Rules of Practice and
Procedure, The Royal Bank of Scotland plc (“RBS”) submits this notice of ex-parte
communication.

The communication occurred when Harry Singh, Senior Vice President at RBS Sempra
Commodities, appeared on a panel on the Developments in California’s Renewables Market, at
the Sixth Annual California Power Market Forum, sponsored by Platts, held on December 6,
2010 at the Whitcomb Hotel in San Francisco, California. Mr. Singh’s panel discussion began at
10:45 am and he spoke for about 20 minutes. Mr. Singh discussed the different products and
delivery mechanisms available for meeting the Renewable Portfolio Standard (“RPS”) in
California. The communication was both written and oral. The PowerPoint presentation used by
Mr. Singh is attached to this notice. The communications were limited to the plenary panel

discussions during the conference.



Andy Schwartz, Advisor to President Peevey was on the panel with Mr. Singh, and Steve
St. Marie, Advisor to Commissioner Bohn, was in the audience at the conference. Frank Lindh,
General Counsel for the Commission and Julie Fitch, Director of the Energy Division, were in

the audience at various times during the conference.

Respectfully submitted,
ﬂwf ) /ﬁ%&ﬂ/

Daniel W. Douglass
DouUGLASS & LIDDELL

Attorneys for
SEMPRA ENERGY TRADING LLC

December 16, 2010



Delivery Mechanisms for California’s RPS Program

Harry Singh

Platts California Power Market Forum
December 6, 2010
San Francisco, CA
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Delivery Mechanisms for Out-of-State RPS Resources

+ California RPS has been used to finance new wind generation in the WECC
+ California does not currently allow unbundled Renewable Energy Credits (RECs)

*  Four categories of transactions are possible

Dynamically Scheduled VER Imports (currently not available but inherently inefficient)
Unbundled RECs (currently not authorized)

Hourly firm imports from VER scheduled using physical transmission

— Firmed and Shaped Transactions (locational energy exchange of variable energy with firm shaped -
allows calendar year banking)

Useof | C of | C Intra-hy
Al PD SB 722 N S
Description classification | classification substitute | energy from of energy Firming
resources [ RPS facility and RECs | Responsibility

Dynamically scheduled
import from RPS facility
Transactions that only
convey RECs
Hourly firm import

Intra-hour
scheduled from RPS facility REC-only Bundled Yes Yes Source BA

Bundled Bundled None Yes Yes CBA

REC-only REC-only NA No No Source BA

N . . only
using physical transmission
Firmed and shaped
transaction from RPS REC-only Bundled Yes No Yes Source BA

facility
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Firmed and Shaped Transactions

*  Firming and Shaping (F&S) is a CEC authorized delivery structure for bundling of RECs with
physical power subject to certain rules

+ Key Component is a Locational Energy Exchange where Variable Energy at Source is
Exchanged for Firm Shaped Energy at a CA Delivery Point — banking allowed within a
calendar year

*  Source Balancing Authority (BA) provides within-the-hour firming for Variable Energy
Resource (VER)

* Intermediary purchases VER power output and RECs at source

* Intermediary rebundles the RECs with firm shaped power delivered to CA Load Serving Entity
(LSE) at a CA delivery point

* RECs delivered to CA LSE must equal actual RPS eligible MWh generated by facility within a
calendar year

* RECs are tracked in WECC-wide WREGIS database

* Several variations of contract structure with case by case approval by CEC

*  Should Firmed and Shaped Transactions be considered bundled or REC-only?
*  CPUC PDs have classified all Firmed and Shaped transactions as TRECs

E KB) Commc;diﬁes
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Considerations in Firming and Shaping Transactions

*  What is being firmed?
*  What is being shaped?
*  Who is responsible for firming and shaping?
* Is the transaction a REC-only transaction?
* What defines a REC-only transaction?
¢ Definition may be different for CA and the Northwest
¢ While CA may receive bundled delivery, only RECs are transferred from Northwest
* s the CA LSE receiving incremental energy with RECs?

* Is power priced at Index or at Fixed Price?
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Firming and Shaping — Standard Structure

Source BA
Firming agreément with BA',

Hourly firm power

plus RECs

Market Purchase

Shaped firm
power

’ \ .. Shaped firm power re-bundled with RECs
" and delivered at CA delivery point

Intermediary
or other source

California BA | Intra-hour firming provided by Source Balancing Authority (BA)
Hourly firm renewable power swapped with shaped firm power at CA delivery point
: Intermediary is responsible for “firming and shaping”
Intermediary contracts with wind generator and LSE
Incremental power delivery to California LSE

Source BA
Firming agreément with BA',

Intermediary

Instant Sell Back of
Hourly Firm Power

Hourly firm power
plus RECs

Existing
Firm Power Deliveries

LSE buys RECs plus power
Instant sell-back of power to wind facility

RECs rebundled with existing power delivery
No incremental power delivery to California LSE

Considered bundled by CEC
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Regulatory Developments

. March 11, 2010 — CPUC Decision Authorizing Tradable RECs (TRECs)
— Authorized TRECs for RPS compliance (subject to a 25% limit on new contracts)
— Classified all non-dynamically scheduled renewable imports as TRECs subject to a limit
— Confusion over what constitutes a “REC-only” transaction — case by case determination too burdensome

. May 6, 2010 — Stay of March 11 CPUC Decision
— Introduced temporary moratorium on CPUC approval of further transactions
— Moratorium does not apply to ESPs and Munis

. Aug 25, 2010 — Proposed Decision on TRECs Modifying March 11 Decision
— Increases TREC limit to 40% of annual target (revised subsequently to 30% )
— All previously approved transactions considered bundled and do not count towards annual TREC limit
— TREC limit may not impact LSEs that are already at 14% of the 20% target

Retains all encompassing definition of TRECs going forward

— TREC limit also to ESPs

. SB 722 - legislative effort to raise current 20% RPS to 33% by 2020
— Three different categories subject to different limits on future contracts
— Several interest groups — unions, environmentalists, utilities, developers
— Failed to get a vote before clock ran out on Aug 31 — a starting point for any new legislation

. 33% RES - Established by CARB on Sept 23 under Executive Order
— Formally includes Munis in the RPS program
— Unrestricted REC purchase within WECC (this may be harmonized with the CPUC TREC Decision)

SB 722

*  Three categories of transactions
+ Limits defined as percent of contracts after June 1, 2010
* In-state definition may allow some non-dynamically scheduled transactions

* Firmed and shaped transactions must provide incremental energy

Category Description Requirement
In-state RPS resource is directly connected to a California 250% (2010 -13),
Resources Balancing Authority (CBA) or dynamically scheduled into | 2 65% (2014-16),

CBA or scheduled into CBA without substitution =75% (2017 - 20)

< 25% (2010-13),

Unbundled RECs |Transactions that are REC only < 15% (2014-16),
< 10% (2017-20)

Firmed and Must provide incremental energy usingacontractofat | <50% (2010-13),
Shaped B e I ST
Transactions eyt fecfion 341 < 25%(2017-20)
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One suggestion for improving SB722

» Steep escalation of “in-state” requirements inconsistent with long-term contracts

Proposed Escalation of In-state RECs in SB 722

Compliance | LSE RPS Target | Instate Req RPS Target Allowed out of
Period MWh (%) (%) (MWh) state (MWh)
2010-12 1000 20 50 200 100
2013-16 1000 25 65 250 87.5
2017-20 1000 33 75 330 82.5

» Slightly lower escalation of “in-state” requirements is more consistent with long-
term contracts

Slower escalation that matches increase in RPS targets

Compliance | LSE RPS Target | In state Req RPS Target Allowed out of
Period MWh (%) (%) (MWh) state (MWh)
2010-12 1000 20 50 200 100
2013-16 1000 25 60 250 100
2017-20 1000 33 70 330 99

CAISO MSC on Dynamic Transfers of Variable Energy Resources

*  “There is no obvious reason why California should be better able to manage the uncertainty
from all the renewable resources that are stimulated by California’s RPS that will be coming
on-line in neighboring control areas. If it is more efficient to manage the intermittency locally,
then there is a strong need to develop a set of markets and policies that are consistent
enough across control areas that allow that to happen. If this imposes extra costs on
neighboring areas, a transparent balancing mechanism can allow for the proper
compensation and cost allocation. Then there is no need to expand mechanisms, such as
dynamic imports, that perpetuate a fiction about the location of the resources and possibly
result in inefficiencies in the provision of balancing services and use of scarce import
capacity.”

*  “For example SB 722 language (still under development) would specifically allow Dynamic
Transfer scheduled resources to qualify as “in-State” resources, regardless of the cost or
efficiency benefits that may (or may not) accrue from a Dynamic Transfer schedule for that
resource. This could have a perverse effect of giving the procurement of Dynamic Transfer
resources by California load serving entities higher priority than imported energy from
intermittent sources that is firmed up by balancing resources in the exporting region.”

Source: http://www.caiso.com/27e9/27e9d6297bf0.pdf
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Developments in the Source BA

*  Wind Integration Tariffs

*  Proposals for Wind-only BAs

+ Self-supply of Reserves

*  Third-party supply of Reserves

*  Curtailment Protocols for wind exports (BPA’s DSO 216)

*  Proposal for Firm-contingent designation - Are wind exports subject to DSO 216 firm or non-
firm?

+ Can contingency reserves be used to firm up wind exports?

+  Are wind exports that are not subject to curtailment as firm as exports from conventional
resources if they are firmed by different categories of reserves?

R

e
A

CPUC Contract Review

90

RPS Contracts Approved or Under Reviev

2002 2003 2004 2005 2006 2007 2008 2009 2010
m Approved m Under Review
Source: Calfornia Public Wilites Commission, 3rd Quarter 2010
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CERTIFICATE OF SERVICE

I hereby certify that I have this day served a copy of the attached Late-Filed Notice of Ex
Parte Communication of The Royal Bank of Scotland plc on all parties of record in proceeding
R.06-02-012 by serving an electronic copy on their email addresses of record and by mailing a
properly addressed copy by first-class mail with postage prepaid to each party for whom an
email address is not available.

Executed on December 16, 2010, at Woodland Hills, California.
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