
December 12, 2011 

TO: Honorable Mayor and City Council 

FROM: Water and Power Department 

SUBJECT: PUBLIC HEARING: CONSIDERATION TO ADOPT A PROGRAM OF 
ENFORCEMENT FOR THE PASADENA WATER AND POWER 
DEPARTMENT PURSUANT TO SECTION 399.30(e) OF THE PUBLIC 
UTILITIES CODE REVISED RECENTLY BY ENACTMENT OF THE 
CALIFORNIA RENEWABLE ENERGY RESOURCES ACT, SENATE 
BILL X1-2 

RECOMMENDATION: 

It is recommended that, after a public hearing, the City Council: 

1. Find that the adoption of the enforcement program pursuant to Section 399.30(e) 
of the Public Utilities Code is exempt from the California Environmental Quality 
Act (CEQA) per Section 15061 (b )(3); and 

2. Adopt the attached proposed Enforcement Program for the Pasadena Water and 
Power Department (PWP) pursuant to Section 399.30( e) of the Public Utilities 
Code. 

EXECUTIVE SUMMARY: 

On April12, 2011, the California Renewable Energy Resources Act, Senate Bill X1-2 
(SBX1-2) was chaptered, establishing renewable portfolio standard (RPS) requirements 
for all electric utilities in the state. As applied to the City of Pasadena (City), SBX1-2 
requires that prior to January 1, 2012; the City Council must adopt an Enforcement 
Program to ensure compliance with the statutory RPS requirements. It is recommended 
that the City Council adopt the Enforcement Program attached hereto as Attachment 1. 

The Enforcement Program includes provisions related to development, adoption, 
progress reporting, violation reporting, and contingency relief with respect to PWP's 
procurement of renewable resources. It directs PWP to develop a plan to procure 
renewable resources to comply with RPS targets (RPS Procurement Plan) based on 
specific criteria stated in the statute and provide timely notices and reports to the public 
and the California Energy Commission (CEC). SBX1-2 provides broad requirements 
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and guidelines that the CEC is assigned to elaborate through a regulatory process for 
publicly owned utilities (POU), which is expected to be completed by June of 2012. 
PWP will submit revisions to the enforcement program, if necessary, for the City 
Council's consideration after the regulations are finalized. 

The CEC will use the City Council's adopted Enforcement Program to evaluate PWP's 
compliance with SBX1-2 requirements. The statute requires the CEC to report non­
compliance to the California Air Resources Board (CARB) to determine penalties; 
CARB has not yet developed penalty provisions. 

As a clarification, to the extent the City of Pasadena's energy Integrated Resource Plan 
(IRP) goals are in excess of statutory requirements, achieving the higher RPS goal is 
solely voluntary and not subject to any provisions of the Enforcement Program or any 
other legislative or regulatory compliance obligation. 

BACKGROUND: 

SBX1-2 is the first state law that mandates RPS compliance by POUs. Since it was 
approved through the extraordinary session of the state legislature it becomes effective 
on December 10, 2011. SBX1-2 added Section 399.30 to the Public Utilities Code which 
includes the following major requirements that directly affect PWP's business practices 
and the City Council's role in governing PWP: 

1. By January 1, 2012, the City Council shall adopt an Enforcement Program for 
PWP in a public meeting that was publicly noticed for at least 30 days. 

2. The City Council shall approve an RPS Procurement Plan annually. 

3. Portfolio content categories of renewable resources, based on their locations, to 
be used as criteria to meet RPS targets. In-state or out-of-state renewable 
resources that provide renewable electricity directly to California are included in a 
category that should constitute at least 50°/o of the RPS target between 2011 and 
2013, gradually increasing to 75°/o by 2020. 

4. Mandates a 33o/o RPS by December 31, 2020 with interim targets of 20°/o 
average of 2011 to 2013 and 25°/o by 2016 using renewable resource category 
criteria. 

5. Provides limited relief from RPS procurement obligations based on reasons 
beyond PWP's control such as a delay in commissioning of projects or 
transmission constraints, or if the renewable resources cost is higher than any 
limit imposed by the City Council. 

SBX1-2 authorized the CEC to develop rules and regulations applicable to POUs and 
the California Public Utilities Commission (CPUC) to perform these actions for investor 
owned utilities and other CPUC regulated entities. The CEC and CPUC have initiated 
independent proceedings to develop regulations. The CEC is expected to adopt its 
regulation by June 2012. The CPUC schedule is a few months ahead of the CEC. Many 
provisions of SBX1-2 are subject to multiple interpretations. There are also multitudes of 
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jurisdictional issues that PWP is working to resolve along with other POUs. The City 
Council's reasonable interpretation for SBX1-2 provisions, including adoption of the 
proposed Enforcement Program, will govern PWP's RPS compliance obligation prior to 
adoption of regulations by the CEC. After the CEC adopts regulations, PWP will 
propose an RPS Procurement Plan and revised Enforcement Program, if necessary, for 
adoption by the City Council. 

Pasadena's RPS Goals Pursuant To Energy IRP 

On March 16, 2009, the City adopted RPS goals of 15°/o by 2010, 33°/o by 2015 and 
40°/o by 2020 that exceed the RPS goals established by SBX1-2. PWP will provide a 
more detailed description of its compliance strategies to the City Council after the CEC 
develops its regulations. PWP is currently reviewing its Energy IRP and will present an 
updated plan to the City Council in the near future. 

The Enforcement Program 

The Enforcement Program includes provisions related to the development, adoption, 
progress reporting, violation reporting, and contingency relief with respect to PWP's 
RPS Procurement Plan for renewable resources. 

The keys provisions of the proposed Enforcement Program include: 

A. Guidelines directing PWP to develop an RPS Procurement Plan for City Council 
adoption in conformance with with SBX1-2. The guidelines include RPS 
compliance targets, interim progress goals, and specify the required mix of 
various categories of eligible renewable energy resources as shown in Table 1. 

B. Public notice provisions with respect to the RPS Procurement Plan; 

C. Reporting requirements with respect to renewable resource procurement 
activities, implementation of the RPS Procurement Plan, and expenditures of 
Public Benefits Charge funds associated with renewable energy procurement; 

D. Ability to carry forward for future use, credits for actual renewable energy 
procurement in excess of specific compliance targets; 

E. Exclusion from enforcement or penalties of any deficiencies in meeting City 
Council-adopted RPS goals to the extent they exceed statutory minimum 
requirements; 

F. Grandfathering and Category provisions, as adopted by City Council on 
November 21, 2011 (Attachment 1- Exhibit 1 ), for the treatment of existing 
contracts as meeting the Category 1 definition; and 

G. Relief mechanisms that provide for flexibility in compliance obligations when 
circumstances beyond PWP's reasonable control have adverse reliability or 
excessive cost impacts. 
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Table 1: Renewable Resource Categories and RPS Requirements 

Category Definition 2011-2013 2016 After 2016 
In-State or out-of-state resources 

Minimum Minimum Minimum 
1 scheduling power to CA balancing 

50% of RPS 65% of RPS 75% ofRPS 
authority per PUC 399.16(b)(1) 
Firmed and Shaped* resources that may 

2 
be delivered at times or locations other Maximum Maximum Maximum 
than when the energy is actually 50% of RPS 35% of RPS 25% ofRPS 
produced per PUC 399.16(b )(2) 
Renewable energy credit (REC) 
certificates with no associated energy 

Maximum Maximum Maximum 
3 delivery, or any other resource not 

25% of RPS 15% of RPS 10% of RPS 
qualified under Categories 1 and 2 per 
PUC 399.16(b)(3) 

Total 
Minimum total renewable energy as a 

20% 25% 33% 
percent of retail sales (RPS) 

* "Firmed and Shaped": A commonly used energy delivery arrangement for intermittent resources such 
as wind and solar. "Firmed" refers to a process by which a backup energy resource such as hydro or 
natural gas plant supplements the energy output of an intermittent resource to ensure that the total 
energy provided is sufficient to meet customer load. "Shaped" refers to an energy exchange 
arrangement when the energy equivalent to the output of an intermittent resource is delivered at a time 
different than actual time of generation. 

Relief Mechanisms to Reduce RPS Targets 

The statute provides for reducing RPS targets under certain conditions such as 
transmission limitations, project delays, when the cost of renewable resources exceeds 
limit set by the City Council, or, if PWP does not need additional energy resources 
because it already has sufficient energy resources to meet its projected retail sales. The 
statutory language related to most of these provisions is subject to different 
interpretations; however, the CEC is expected to clarify ambiguities through its 
regulations. At this time, the PWP is proposing to comply with RPS targets as provided 
in the SBX1-2. In the future, if PWP does not expect to be able to comply with RPS 
targets as set by the SBX1-2 due to reasons allowed by the statute, it would propose a 
modified Procurement Plan indicating new RPS targets along with justification for 
consideration of the City Council. 

CITY COUNCIL POLICY CONSIDERATION 

The proposed Enforcement Program is mandatory under State law and is consistent 
with the City's Urban Environmental Accords Goals with respect to increasing 
renewable energy and reducing greenhouse gas emissions, the General Plan Energy 
Element, the City Council's Strategic Planning Goals, and the 2009 Energy IRP. 
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ENVIRONMENTAL ANALYSIS: 

The action proposed herein is exempt from the California Environmental Quality Act 
(CEQA), pursuant to State CEQA Guidelines Section 15061 (b) (3). The activity is 
covered by the general rule that CEQA applies only to projects which have the potential 
for causing a significant effect on the environment. Where it can be seen with certainty 
that there is no possibility that the activity in question may have a significant effect on 
the environment, therefore, this activity is not subject to CEQA. 

The proposed action is the adoption of an Enforcement Program related to renewable 
energy compliance which is mandatory under State law. There are no specific projects 
proposed at this time. The Enforcement Program is a guidance document which does 
not commit the City or PWP to undertake any particular project at this time. It may be 
that further environmental review is required as particular actions are taken to comply 
with Senate Bill SBX1-2, and those actions will receive proper environmental review at 
the time an action is developed to the point where its potential environmental effects 
can be analyzed. 
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FISCAL IMPACT: 

There is no anticipated fiscal impact as a result of this action and it will not have any 
indirect or support cost requirements. Although the Enforcement Program establishes 
the framework to procure renewable energy resources which may have substantial cost 
implications for PWP and its electric ratepayers, actual cost implications will not be 
known until PWP develops and implements a Procurement Plan pursuant to the 
Enforcement Program. Staff will return to the City Council with a Procurement Plan that 
includes projected budgeting and funding information in the future. 

Respectfully submitted, 

~ 1av PHYLUsECRRiE 
General Manager 

Prepared by: 

65~. 
GURCHARAN S. BAWA 
Assistant General Manager 
(Power Supply) 

Ap~ 
MIC A J. BECK 
City Manager 

Attachments: 
Attachment 1 - RPS Enforcement Program 

Water and Power Department 
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