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Urgent RPS Challenges

20% of retail electricity sales by 2010
Contracts do not satisfy the requirement
Achieving 20% by 2010 will guide the way to 33% by 2020

Transmission represents a 7-8 year delay to most
transmission-interconnected projects

There is a significant programmatic gap in support for
renewables in California
CSI/SGIP support 1MW-and-under, behind-the-meter
RPS is geared around large transmission-interconnected projects
No viable support for wholesale distribution-interconnected

20% by 2010
The most urgent RPS challenge is achieving 20% of sales by 2010
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WDG: The Big Opportunity

WDG = Wholesale Distributed Generation
Wholesale
20MW-and-under
Distribution-interconnected

WDG provides significant Locational Benefits (LBs) value

On average in California, distribution-interconnected generation has a
value boost of more than 35% over transmission-interconnected

Per detailed analysis from the CPUC-commissioned E3 Cost-Effectiveness Model

RETI indicates hundreds of GWs of WDG available in California

RETI draft Phase 1B report identified 27.5GW of PV with significant
constraints: 20MW PV projects only, co-located with distribution
substations that had ample non-sensitive land available (160 acres per
project)

WDG provides an average value boost of at least 35% over MPR
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Programmatic Coverage Gap
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The Solution = FIT for WDG

Pricing that is fair to ratepayers and to developers
Value-based: MPR + Locational Benefits (LBs)

Cost-based: 10% IRR unlevered, pre-tax return at 70% resource
level

Standard-offer, must-take contract

This will save $1 million in parasitic transaction costs per project by
avoiding solicitation/proposing, negotiating, and contracting costs
for both the developer and the utility

Preempt mixing with CSI/SGIP

FIT facilities use a dedicated meter that is separate from a retail
meter

FIT for WDG
The perfect solution to the urgent RPS challenges
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Value boost of LBs to 2008 MPR

Value boost of Locational Benefits to MPR ($/MWh)
{20-Year MPR Starting in 2009)

Issue Fixed Variable Total Increase* % Change

Cumulative
Adopted 2007 MPR $27 $70 $97 NA NA NA
Proposed 2008 MPR with GreenVolts Locational Adjustments
Avoided Distribution Line Losses (primz $29 $73 $102 $5 5% 5%
Avoided Distribution Investment $29 $89 $118 $16 17% 22%
Avoided Transmission Investment $29 $102 $131 $13 13% 35%
Avoided Tranmission Congestion (to be determined based on MRTU values)
Notes

1) Increase in T&D avoided costs is based upon average of E3 model values for Edison’s semvice territory.  Solar profie values range from $12.89 to $13.27
per MWh for Transmission, and from $9.79 to $23 84 per MWh for Distribution.

2) Projact assumptions include lifespan from 2008 - 2027, 2. 5% irflation, 8 93% discount mate, and 2008 3.

3) Avorded TE&D are based on a solar photovoltaic (PV) owdput profife from a south-facing flat-plate PV system at a 38_5 degree bt located in Sacramenio, CA.

4) For SCE, pnmary vollages are 2KV to 50kV, and a QF inlerconnecting at primary voltage receives the primary WDAT loss facior, regardiess of the specaific location
that it inlerconneds; as the loss factor Is an average number over the entire primary distribution system. There Is no calculation 1o determine exactly how a specific
primary distnbution loss compare 1o the average.

On average, in California, Distribution-interconnected generation is worth
at least 35% more than Transmission-interconnected generation
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Locational Benefits: Avoided T&D

E3 Model T&D Values (Levelized 20-year in 20085)

Transmission +
Distribution Transmission Distribution
Libiliby Divisian Baseload Proflle Solar Proflie Baszload Profle Solar Proflie Saseload Profile Saolar Prafile
SE-vear  SMWR | SkW-year  SAWR | SA0W-year ER NI SIEV-year 5/M0 FEW-year  SMWR SKW-year  SMWH
FEEE Central Coast 546.07 5575 £35.70 53450 51.55 50.18 51.20 50.83 544 51 55.08 534.50 52377
De Anza 555.67 55.70 54595 £32.35 §1.55 5018 51.24 50.56 557.11 §E.52 54571 £31.40
Dilablz 555.62 £5.35 544 51 53057 §1.55 5018 51.24 50.56 554.08 56.17 54327 520.51
East Bay 511.57 5132 F5.97 5E.18 §1.55 5018 51.20 50.83 510,02 51.14 57.77 5535
Fresno 54524 5551 £37.08 £35.35 §1.55 5018 51.19 50.52 54E.E8 §5.33 53589 52472
Kem 530.57 53.52 53373 516.35 §1.55 5018 51.19 50.52 520,32 §3.35 533 54 515.53
Lo6 Padres 546,52 5534 53747 53551 §1.55 5018 51.24 50.56 54575 55.17 53623 52496
Mis5ion 570.36 53.03 £54 53 53757 5155 50.18 51.20 50.83 SEE.ED §7.B5 £53.32 536.74
Morth Bay 54T 4E £5.42 53578 535,34 §1.55 5018 51.21 50.83 545 .50 55.24 F35.5T 524.51
Maorth Coast 554.43 57.35 540.41 53734 §1.55 5018 50.57 S0.67 55157 57.18 530.43 52747
Marth Valley 530.30 5917 £53.33 543,53 §1.55 5018 51.23 50.54 57E.74 §6.50 562,10 542 7E
Pennsula 520.90 £2.39 515.19 51116 §1.55 50.18 51.20 50.83 515,34 5221 §14.949 510.33
Sacramento 550.93 55.95 54305 £33.11 §1.55 5018 51.23 50.54 550,37 FE.78 54583 £32.2E
San Francisco 516.53 51.93 £13.089 §5.032 §1.55 50.18 51.20 50.83 515.34 5175 £11.89 £3.19
San Jose 544 55 5510 53574 53462 §1.55 50.18 51.24 50.56 543.10 5452 534.49 523.7E
Slerra 556,54 5763 55271 535,37 §1.55 5018 51.23 50.54 555.79 5745 551.49 535.47
Stociion 55090 5795 £55.94 £35.54 §1.55 50.18 51.24 50.56 555.34 57.50 55459 537.66
YOEEMEE 54273 5435 53420 53356 51.55 50.15 51.24 50.56 541.18 5471 53295 §22.70
SCE Dominguez Hills 545 01 55.24 £32.93 52260 526.00 52.95 516.71 £12.30 515,52 5205 51421 53.79
Foatllls 55090 5534 547 95 53050 536.08 52.95 516.71 £12.30 533.50 5356 52424 516.70
Santa Ana 555.1% 55.30 £30.58 537.27 535.08 52.95 51671 £12.39 520,10 §3.32 520.57 51436
SCE Rural 572.95 £3.33 £53.87 £37.11 535.08 52.95 51927 £13.27 54E.56 §5.35 534.60 53384
Ventura 557.57 55.57 54129 53345 535.08 52.95 516.71 £12.39 531.48 53.58 533 53 515.56
SDEEE  SOGEAE 511415 513.03 SE4 35 553,11 £13.34 51.58 510.23 57.05 §100.31 511.45 574.12 £51.07

More: gssumes 2008 - 2027 projact fespan, 2.5% infamon, 8.85% discount rare, and 2008 §
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Example MPR & TOD

Adopted 2007 Market Price Referents!
(Nominal - dollars/k\Wh)

2007 MPR

Resource Type 10-Year 15-Year 20-Year (CPUC)
2008 Baseload MPR 0.09271 0.09383 0.09572
2009 Baseload MPR 0.09302 0.09475 0.09696
2010 Baseload MPR 0.09357 0.09591 0.09840
2011 Baseload MPR 0.09412 0.09696 0.09969
2012 Baseload MPR |  0.09518 0.09844 0.10139
2013 Baseload MPR 0.09605 0.09965 0.10275
2014 Baseload MPR 0.09722 0.10107 0.10430
2015 Baseload MPR 0.09872 0.10274 0.10606
2016 Baseload MPR 0.10053 0.10466 0.10804
2017 Baseload MPR 0.10269 0.10685 0.11143
2018 Baseload MPR 0.10478 0.11016 0.11489
2019 Baseload MPR 0.10818 0.11370 0.11720
2020 Baseload MPR |  0.11172 0.11603 0.11954

i - i : 2 .
Mote: using 2008 as the base year, Staff calculates MPRs for 2008-2020 that reflect different project online dates. [ Time of Use Periods (*TOU Periods”)

Summer Winter

TOU Period Jun 1 — Sep 30" Oct 1% — May 31% Applicable Days
2 OO 7 TO D On-Peak Noon — 6:00 p.m. Not Applicable. Weekdays except Holidays.
SC E 8:00 a.m. — Noon Weekdays except Holidays.

( ) Mid-Peak 8:00 a.m. - 9:00 p.m.
6:00 p.m.-11:00 p.m. Weekdays except Holidays.
6:00 a.m. - 8:00 a.m. Weekdays except Holidays.
11:00 p.m. — 8:00 a.m.

Off-Peak 9:00 p.m. — Midnight Weekdays except Holidays.

Midnight — Midnight 6:00 a.m. — Midnight Weekends and Holidays
Super-Off-Peak | Not Applicable. Midnight — 6:00 a.m. ‘:'V(j%"ad?s’ Weekends ard
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2007 MPR Formula

Table 5 — 2007 MPR in Simple Derms (20-vear contract siariing in 2008)

Line | Component Cost Calculation
1 | Levelized Gas Price 864 / MMBm
2 | Effective Heat Rate 6.964 Bruw'kWh
3 | Fuel Cost $60.19 / MWh 1x2
4 | Varable O&M $2.87/ MWh
> | Line Loss Factor 08.0%
6 | Variable Cost at Load Center $64.33 per MWh (3+4)/5
7| Collateral Requirement 50.34 per MWh
8 | Greenhouse Gas Mitigation 54.26 per MWh
0 | Total Variable Cost (including externalities) $68.94 per MWh 6+7+8
10 | Fixed Cost 526.79 per MWh
11 | Total MPE Price $95.73 per MWh 0+10

2007 MPR = ~$95 per MWh x TOD factor (~1.4 for GV profile on SCE)
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