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Discussion Topics

• Update on 2017 
– Current headroom outlook
– Review procurement activities

• Update on 2018 
– Preliminary headroom outlook
– Planned procurement activities

• Legislative/Regulatory Issues and Procurement 
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Key Messages
• Overall, everything is going well

• Renewable and non-fossil fuel targets higher than original program goals set in January

• Actual 2017 financial results deviating from forecast are due primarily to two factors:
– Lower opt-out rates resulting in higher customer loads have resulted in higher revenues and 

power supply costs
– Price spikes in CAISO market did result in higher unit costs for energy on unhedged positions 

than originally expected
• Open (unhedged) positions after October procurement will be fixed via DG Fairhaven or additional market purchases

• Execution of 2018 procurement strategy is going according to plan

• 2018 headroom is projected to tighten relative to 2017

• Legislative and regulatory risks continue placing a premium on building financial reserves
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2017 Update
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2017 Headroom Update
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January 2017 Outlook October 2017 Outlook

• Power supply costs are higher than January 
forecasts for several reasons

• Higher than originally forecasted loads
• Corresponding increased retail 

revenue not reflected in model
• Wholesale prices exceeded retail rates for 

periods during the summer

• Values shown on accrual rather than cash basis

$/MWh $mm
PG&E Gen  $             96.83  $            42.80 
RCEA Cost*  $             83.02  $            36.69 
  Supply  $             51.03  $            22.55 
  O/H  $               6.16  $               2.72 
  PCIA + FF  $             25.83  $            11.42 
Headroom  $             13.81  $               6.10 

2.7% Gen Rate Reduction 2.59$               1.15$              
Non-Fossil Gen
  Biomass Included 1.20$              
  40% Renewable (Incremental) Included 0.45$              
  Zero Carbon Supply Included 0.34$              
Net Reserves 11.22$             4.90$              

2017 Headroom

Included Expenditures



2017 Procurement Status

Item Schedule / Notes

1. Energy • Initial market procurement complete
• Assess residual requirements in June/July

• Currently anticipate short-term 
hedges in response to market 
fundamentals

2. Renewable Energy 
Credits (“RECs”)

• Initial market procurement complete
• HRC expected to provide ~50k Bucket 1 RECs

• Currently planning for DG Fairhaven 
to provide other 20k

• May require incremental market 
purchase in 2H17

• Planning to procure up to 40% 
renewable

3. GHG Free Supply • Anticipate procurement in April/May
• Planning to procure up to 80% GHG 

free

4. Resource Adequacy
(“RA”)

• May and June procurement complete
• Jul-Dec procurement by end of April

5. Congestion Revenue 
Rights (“CRRs”)

• Load migration CRRs in late-May for June
• First monthly process will be June for July

• RCEA meeting 40% renewable and 80% 
non-fossil fuel supply targets

• Updates to April 2017 procurement 
plan a result of three factors:

– Lower opt-out rate (higher loads)
– No DG Fairhaven purchase
– Higher price volatility in CAISO markets

• Specific changes in procurement 
relative to April 2017 plan:

– 20 MW of on-peak market energy 
purchased for Oct-17 through Dec-17

– Purchased additional RECs
• 19,000 Bucket 1 RECs
• 27,750 Bucket 2 RECs

• Load migration CRRs have yielded 
approximately $160,000 in incremental 
revenue during Q3
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RCEA Supply Mix as of October 2017

7October 17, 2017



2018 Update
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2018 Net Position: On-Peak Hours
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Month Load
Executed 
Hedges

Remaining 
Hedges Biomass

Open 
Position

1/1/2018 90            55            -               5               30            
2/1/2018 91            55            -               5               31            
3/1/2018 90            55            -               13            22            
4/1/2018 92            30            25                 13            23            
5/1/2018 89            30            25                 13            21            
6/1/2018 89            30            25                 13            21            
7/1/2018 91            -           55                 13            23            
8/1/2018 88            -           55                 13            19            
9/1/2018 93            -           55                 13            25            

10/1/2018 90            25            30                 13            22            
11/1/2018 90            25            30                 13            22            
12/1/2018 96            25            30                 13            27            



2018 Net Position: Off-Peak Hours
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Month Load
Executed 
Hedges

Remaining 
Hedges Biomass

Open 
Position

1/1/2018 79            25            20                 5               29            
2/1/2018 75            25            20                 5               25            
3/1/2018 77            25            20                 13            19            
4/1/2018 73            25            20                 13            15            
5/1/2018 73            25            20                 13            15            
6/1/2018 74            25            20                 13            16            
7/1/2018 71            25            15                 13            17            
8/1/2018 70            25            15                 13            17            
9/1/2018 68            25            15                 13            15            

10/1/2018 76            25            20                 13            18            
11/1/2018 77            25            20                 13            19            
12/1/2018 78            25            20                 13            19            



Forward NP15 Energy Prices as of 10/11/17
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• Prices are down slightly (~$0.25/MWh off-peak and $0.50/MWh on-peak) from September
• 2018 market prices up slightly from 2017 levels, largely in Q2&Q3 periods

CAL18: $35.46
CAL18: $36.43

CAL18: $28.71
CAL18: $29.01



2018 Headroom – Current Outlook
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• Currently planning for 21% increase in PCIA, which will tighten available headroom in 2018
• Since last month, CAISO charges, RA prices, and Imbalance charges were increased, further decreasing 2018 

headroom

$/MWh $mm
PG&E Gen  $             96.83  $            42.80 
RCEA Cost*  $             83.02  $            36.69 
  Supply  $             51.03  $            22.55 
  O/H  $               6.16  $               2.72 
  PCIA + FF  $             25.83  $            11.42 
Headroom  $             13.81  $               6.10 

2.7% Gen Rate Reduction 2.59$               1.15$              
Non-Fossil Gen
  Biomass Included 1.20$              
  40% Renewable (Incremental) Included 0.45$              
  Zero Carbon Supply Included 0.34$              
Net Reserves 11.22$             4.90$              

2017 Headroom

Included Expenditures

$/MWh $mm
PG&E Gen  $             97.26  $            67.91 
RCEA Cost*  $             90.04  $            62.87 
  Supply  $             52.35  $            36.55 
  O/H  $               6.29  $               4.39 
  PCIA + FF  $             31.40  $            21.93 
Headroom  $               7.22  $               5.04 

2.7% Gen Rate Reduction 2.60$               1.82$              
Non-Fossil Gen
  5 --> 13MW Biomass (Net) Included 5.01$              
  40% Renewable (Incremental) Included 0.78$              
  Zero Carbon Supply Included 0.34$              
Net Reserves 4.62$               3.15$              

2018 Headroom

Included Expenditures



Preliminary 2018 Procurement Plan
Item Schedule / Notes

1. Energy • 13.25 aMW from HRC equivalent to 15% of energy
• 60% of energy requirements in October to align with setting of PCIA charge
• 75% of energy requirements hedged by end of October 2017

• Currently anticipate balance of energy requirements procured short-
term

2. Renewable Energy Credits
(“RECs”)

• RPS and GHG free supply procurement in late-17 or early-18
• Discuss longer-term “Bucket 2” and GHG purchase at upcoming risk 

meeting

3. GHG Free Supply • RPS and GHG free supply procurement in late-17 or early-18
• Discuss longer-term “Bucket 2” and GHG purchases at upcoming risk 

meeting

4. Resource Adequacy (“RA”) • Finalizing procurement; year ahead filing due October 31

5. Congestion Revenue Rights 
(“CRRs”)

• Annual Auction process runs August through November
• Historical load submittal in August
• Path nominations in September
• Results posted in November
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Reserves – Current Outlook for 2018

• Current Scenario
– 40% RPS, 80% Non-thermal, 2.7% Rate Discount

• Reserves in 2018
– Expect $3.2mm
– Probability of reserves > $2mm is 69%
– Probability of reserves <= $0 is 5%

• Probabilities do not include uncertainty in 
Green Benchmark  Scenario Analysis
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High PCIA Scenario
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Renewable benchmark set 
at levels comparable to 
recent public power long-
term PPAs for delivery 
beginning 2019



High PCIA Scenario
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Regulatory/ Legislative Issues and 
Procurement
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Changing Procurement Requirements and Rate 
Competitiveness Threats

• PCIA rule-making proceeding is ongoing
– Workshops begin later this month
– Proposed schedule includes testimony and hearings in 

March/April with proposed decision planned for July 2018
– Soonest changes could be implemented are for 2019, more likely 

2020 or later
• Upcoming changes to procurement requirements:

– Contract for storage resource equal to 1% of peak load by 2020 
and on-line by 2024

– Effective 2021, 65% of renewable generation supply must be 
contracted on 10-year or greater term

• Continuing to build financial reserves critical to establishing 
creditworthiness needed to support long-term contracts 
and as risk mitigation tool
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Operating Income - MCE

• MCE retained revenues ~10% in 2016 and 2017 accumulating  
$45M in reserves



Operating Income - SCP

• SCP retained revenues >10% in 2015 and 2016 
accumulating  $40M in reserves



Operating Income – LCE

• LCE retained revenues >10% in fiscal year ending June, 
2016
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Questions?



Appendix



Procurement Refresher
• Mandatory

o Wholesale Market (CAISO)
o Resource Adequacy (RA)
o Renewable Portfolio Standard (RPS)
o Storage (needs to be under contract by 2020 w/ installation no later than 2024; 

volume requirement is 1% of 2020 peak)

• Voluntary
o Hedging for risk management (forward bilateral purchases)
o Renewables beyond RPS requirements
o GHG free or low carbon energy (i.e., large hydro)
o Local generation

• Total Energy Supply = Energy + RPS + GHG free/low
• System Reliability Contribution = RA + Storage
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Procurement Strategy
• RCEA needs to consider PG&E’s 

portfolio to manage PG&E 
generation and PCIA rate risks

• To mitigate PCIA rate risk, procure 
60% of RCEA’s energy requirements 
one year at a time during October

• Including 13.25 aMW HRC purchase, 
about 75% of RCEA’s 2018 energy 
requirements hedged by end of 
October

• To mitigate PG&E generation rate 
risk, balance of RCEA energy 
requirement will be hedged on a 
shorter-term basis
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