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Prelude (1998-2000)
The anesthetized market

e Market results match up “pretty well” the CTC reference
(36€/MWh) ...

Weighted average final price
60 1998: 34.85 €/MWh
1999: 35.17 €/MWh
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Prelude (1998-2000)
The anesthetized market (ii)

. and the Government achieves the desired tariff reduction
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INCREMENTO ANUAL

R.D. TARIFAS R.D. TARIFAS IPC

N°® % %

RD 69/83, RD 1486/83 12,20
RD 774/84 9,00
RD 153/85 8.20
RD 441/86 8,30
RD 162/87 4.60
RD 36/88 5,80
RD 61/89 6,90
RD 58/90 6,50
RD 1678/90 550
RD 1821/91 5,30
RD 1594/92 4,90
RD 2320/93 4,30
RD 2550/94 4,30
RD 2204/95 3,20
RD 2657/96 2,00
RD 2016/97 1,40
RD 2821/98, RD-L 6/99 2,90
RD 2066/99 4,00
RD 3490/00 2,70
RD 1483/01 3.50
RD xxxx/02 2,00

Source: NMnmUycﬁEcononw
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The original sin (2000-2002)
The start of the tariff deficit and the CTCs

 Deficit comes from the difference between the regulated tariff and
real cost of the energy, i.e.

- between the energy price implicit in the tariff (the “supposedly”
expected wholesale market price) and the resulting prices

 For instance, in 2006: 37.8 €/MWh vs. 62.4 €/MWh
- between expected and actual Special Regime (RES-E & CHP) extra-costs
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The original sin (2000-2002)
The start of the tariff deficit and the CTCs

 Deficit comes from the difference between the regulated tariff and
real cost of the energy, i.e.

- between the energy price implicit in the tariff (the “supposedly”
expected wholesale market price) and the resulting prices

 For instance, in 2006: 37.8 €/MWh vs. 62.4 €/MWh
- between expected and actual Special Regime (RES-E & CHP) extra-costs
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The original sin (2000-2002)
The tariff deficit & the CTCs

e The first deficits appear in years 2000, 2001 & 2002
- 2000@250 M€, 2001 @80M<£, 2002@1149M€

— After a bitter dispute, in Royal Decree 1432/2002 the Government
accepts to defray the deficits...

« Securitized and recovered through the regulated access tariff for 15 years:
customers end up paying the market price, though with delay

.. but caps the future tariff increases until 2010 ...

— Sets the path of evolution of default end-use tariffs (max. 2% increase)
... allocating it among the generators under the CTC regime
— Companies appeal against the RD (Spanish Supreme & EU Courts)
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The original sin (2000-2002)
The start of the tariff deficit and the CTCs

e In 2005 the tariff deficit re-appears
— Energy price implicit in the tariff: 37.8 €/MWh
- Wholesale electricity price: 62.4 €/ MWh
— 3800M€ (20% of the total cost of service)

o Full eligibility starts in 2003, but the insufficient and non-additive
regulated tariff interference prevents retail market from starting

€/ AWh 252,64
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ﬁThe sticking-paster (2007)
Ex ante deficit

« RDL 3/2006 price cap is abolished
« Though not yet sufficient, finally an additive tariff: ex ante deficit

MINISTERIO DE

IR g o OBJETIVE: Additive tariffs. Free retailing.

TURISMO Y COMERCIO

Negative Suff_icient
retail retail :
margin margin

Financial cost

Current tariff Equilibrium tariff Additive tariff
Source: Ministry of Industry, Tourlsm & Commerce 2007
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The sticking-paster (2007)
CESUR auctions

e Energy auctions for tariff supply

— Distributors acquire its demand in auctions, through forward contracts
instead of the spot market

— Aimed to provide a credible price signal for designing the tariff
— Auction characteristics
« Quarterly
« X% of regulated demand
« Base load and fixed profile (no load following)
— From Dec. 2008 Base and Peak product
« Multi-round auction process
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" 'The shepherd boy and the wolf (2008-2009)
Royal Decree 6/2009: the “conditional” regulation
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Industry sent to the National Energy Commission its proposed rates
for electricity and gas for 2009, calculated on the basis primarily to
consumers

The proposal sets a rise of 1.1 € / month for electricity and a drop of 1.5 € / month for
gas for domestic consumers
10/12/2008

In the chapter on electricity tariff increase is conditioned to subscribe the agreement
that have been working throughout the autumn, the Ministry of Industry, Tourism and
Trade and utilities

The average proposed increase for electricity is 1.1 € / month for domestic consumers
(tariffs 2.0.X) and 4.2 € f month for the total low voltage (including fees for large
domestic consumers and SMEs )

In the case of gas, industry proposes a decrease of 1.5 € f month in fees last resort of
natural gas for domestic consumers (tariffs T1 and T2) and 6 € f month in fees T3 and
T4 ( small and medium industries sector and collective consumption) in the draft
proposal tolls are relaxed to favor intensive industries gas consumption, highly affected
by the crisis {manufacturers of bricks and ceramics)
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The shepherd boy and the wolf (2008-2009)
Royal Decree 6/2009: the end of the tariff deficit (sic!)
« Commitment of gradual abolition of the tariff deficit by 2013

e Rights to recover the historical deficit are to be transferred to a
structured fund which will issue debt (backed by a state guarantee)

e It abolishes the claw-back mechanism related to costs for freely-

obtained CO2 permits
Deficit = 3.500

3.996

5.200

4.007

1.000

Compromiso RD 6/2009
Déficit=0

aN02 2003 NHI4 N5 MM x NMIT**x 20008 x> 2N 2010 2011 2012 13

Source: Gas Natural
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The shepherd boy and the wolf (2008-2009)
Royal Decree 6/2009: Last resort tariff

« From 1 July 2009: Low voltage (small customers, less than 10 kW)

e The last resort supply obligation is assumed by retailers which

belong to the same business group to which the customer is
connected

e Social bonus

— Until end 2012, electricity generators are obliged to fund a 'social bonus’
for vulnerable customers (~5 million customers)
« Customers with a contracted capacity of less than 3 kW
« Pensioners
« Families in which all members are unemployed
« Large families (heroes of the nation, i.e. more than 2 children)
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Electricity prices (2010-2013)
Wholesale (spot) prices

B2 N/ Comsion wciowa e Los Comparacién del mercado al contado con respecto a la UE
MERCADOS Y LA COMPETENCIA Precio de la energia en el mercado al diario

OMEL_ES ——EPEX-Alemania —EPEX-Francia —NORDPOOL

——0OMEL_PT ——APX-Holanda ——GME (ltalia)
90 100

Fuente: CNMC El 13 de mayo de 2014 el MIBEL se acopld con el mercado NWE
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ﬁEIectricity prices (2010-2013)

Retail (end-user) prices
Comparacién del mercado minorista respecto a la UE

P2 NIV COMISION NACIONAL DE LOS Precio consumidor doméstico:

Erecio energ ia mercado +tari£a acceso -l-imeuestos

El coste producir la electricidad es similar al del resto de la UE, sin embargo los
costes requlados son un 40% superiores al de paises de nuestro entorno

ki Precio de la electricidad para un consumidor doméstico
en 2012 (c€/KWh)
30 -
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(Luis Jesus Sanchez de Tembleque CNMC)
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" 'The perennially unsustainable situation
The unstoppable metastasis

I Access tariff mEEES—N Energy I Regulated activities
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so0 —Net debt 2013: ~28 500 M€

-7.000

-8.000
1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012(P) 2013(P)

Access tariff
e 2001: Costs: 5000 M€ - Income: 5 600 M€

* 2013: Costs: 21 700 M€ - Income: 14 400 M€
(Luis Jesus Sanchez de Tembleque, CNMC)
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" 'The perennially unsustainable situation
Evolution of the tariff components |

e 2013 demand = 2005

« 2003-2012
— A regulated tariffs = 82% - A regulated costs = 203%

14% 29%
« Anualidades déficit Generacion

20.000 -+ * Extrapeninsulares
+ Carbén nacional ¢ 1 Deficit annualities
Impuestos e B Stranded costs

21%
S i - e 1 Islands extracosts
21%
« Solares (8.5%) 'Lr_a?:.s'g)orjg
» Cogeneracion y otras (7,2%) ‘y istribucion
+ Edlicas (5,3%)

. Permanent costs
(NRA, SO, MO)

B RES-E & CHP subsidies
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Luis Jesus Sanchez de Tembleque, CNMC)
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The new shock treatment (2013-...)
Ley 24/2013 del Sector Eléctrico

[ L SEcl i
¢ ANA
e H4].a Moncloa

e Financial stability for the system (tariff deficit end)

« New remuneration regime for regulated investments
— RES-E turns into regulated
— Reasonable return

 Self-consumers connected to the system should help cover the costs
and services of the electrical system on the same terms as the
energy consumed by other agents in the system

— Back-up toll
« (Previous) Tariffs capacity charge increase
e Inscreases consumer protection
— PVPC: Small customer selling price
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~ I'The CESUR auction crash
Base load CESUR and spot electricity prices
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The CESUR auction crash
Q4 2013

-
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What happened in the last auction?

High average
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« Some days with 3 Preciodel Pool durante el Q4 2013
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The new tariff design
PVPC: Small customer selling price

Ministry Draft

The Ministry has proposed a model based on hourly prices and production

Hourly Market Price 0 Smart meter U oY N Hourly Real Measure
: - L] / L ]
\_//./\ E = s Standard Profile
@ Traditional device = I:I|:|':I \/\—\_/_\
Description Ministry purpose
= Based on day and intraday price weighted by = Price reduction because of saving the
Hourly Price volume traded in each market implied risk premium needed to ensure a
fixed price ex-ante
= Hourly real measure for clients with smart = Bill the energy consumption to the day
metering and management device ahead market price
Billing based on » Standard consumption profile published by the * Remove Government involvement in setting
hourly measure System Operator for customers without smart tariffs
meters * |ncorporate incentives for efficient

consumption, affecting consumer habits

= Reference Supply is obliged to offer an annualfix = To create a stable price alternative, though

Fixed price tariff . . . . . .
as alfernative price tariff as an alternative for the hourly price probably more expensive due to incorporate
the cost of hedging
6
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" 'The new tariff design
PVPC et al.

INICIO BAJATE LA POTENCIA (POR QUE BAJAR LA POTENCIA? LA POTENCIA QUE NECESITAS COMO BAJAR LA POTENCIA
Si utilizas menos... épor qué pagas y EEEEEEE
contratas méas?

PErsonas que piden a sus companias

bajar la potencia
lp Bajate
‘ = laPotencia

 .org

Solicita a tw compaiila eléctrica que
baje tu potencia contratada

¢Por qué bajar la potencia? ¢Qué potencia necesito?

s de la Reforma Bajar la polencia no signdica dejar de utiizar tus

Las nuevas tarfas
Energélica aumentar te fija de la factura, que elecirodomésticos: Calcula la polencia necesaria en tu
o depende del consumo del usuario por lo que hagar y Bhorra en tu consumo eléctrico

los esfuerzos par ahorar en consumo de uz no

s& ven reflejados en la factura En muchos

contratada es mayor de lo

e

damicios la poter

necesar

dnicamente a las
compafias de suministro eldctrico

CONSULTA LA RECOMENDACION DE POTENCIAS

MAS INFORMACION

The electricity companies will return 153
million in the bills for the next semester
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CONSUMO INTELIGENTE o NORMATIVA CamPARA ’ . s .
Las eléctricas devolveran 153 millones de
Hay una nueva forma de calcular el preclo de
\a electricidad y por eso una nueva factura. la faC| a del se n dO l . l e
CONTROLAS gu
Descubre c6mo este camblo protege
h" m tus derechos como consumidor = |a restitucion sera de alrededor de 10 euros para un consumidor tipo
= El reintegro se producira en |a primera factura que se emita después del 1 de julio
e g 4 p qf P J
=)
U1 MIGUEL ANGEL NOCEDA | Madrid | 9 JUL 2014 - 00:00 CET
Tlpos de contrato Nueva factura Archivadoen: Reforma energética CNMC  Legisiacdn energia  Tarifas eléctricas  Predio energia
TARIFA REGUUADA PVPC (PRECIO VOLUNTARID PEQUERIO CLAVES DEL CAMBIO Glosarlo Politica energética Mercado energético  Energia

m 10

Las eléctricas deberan devolver a los
consumidores 153 millones de euros
por haber cobrado de mas en el
segundo trimestre de este afio, segln
los calculos que maneja el sector. El
Gobierno establecié un mecanismo de
compensacién que fijo el precio de la
luz para €l primer trimestre en 48 48
euros por megavatio’hora (MWh) y
que luego se amplié al segundo, de
manera que las eléctricas tendrian
que devolver lo facturado de mas en
caso de que el precio en el mercado
resultara inferior.
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Comillas University Massachusetts Institute of Technology Electricity Systems (COMITES) Program
For more information on COMITES or to explore how you can help support it, please contact:

Rob Stoner
Executive Director MIT Energy Initiative
stoner@mit.edu

Ignacio J. Pérez-Arriaga

Engineering Systems Division, MIT & MIT Energy Initiative

ipa@mit.edu

Carlos Batlle
Comillas Pontifical University & MIT Energy Initiative
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