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California Emissions - Electricity 15%
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Figure courtesy of the California Air Resources Board: 
https://ww2.arb.ca.gov/ghg-inventory-data
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Emissions by Economic Sector

9% • Electricity
M S T A t t

24% • Industrial

Agriculture8%i 7% • Residential

Commercial5%

41% • Transportation

424.1 MMTCO,e
2017 TOTAL CA EMISSIONS

https://ww2.arb.ca.gov/ghg-inventory-data


CA GHG Reduction Goals
AMBITIOUS & CRITICAL
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2030: 40% below 1990 levels
260 million tons

2050: 80% below 1990 levels

2020: Back to 1990 levels

Figure courtesy of California Climate Change Scoping Plan: 
https://ww3.arb.ca.gov/cc/scopingplan/scoping_plan_2017.pdf

The electricity sector’s portion of this statewide total is 46 MMT, or 18% of allowable emissions in 2030. 
However, for CA to be on track to meet the SB 100 goals in 2045, that total drops to 38 MMT.
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We’ve Made Progress Since 2000
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2030: 40% below 1990 levels
260 million tons

2050: 80% below 1990 levels

2020: Back to 1990 levels

Figure courtesy of California Climate Change Scoping Plan: 
https://ww3.arb.ca.gov/cc/scopingplan/scoping_plan_2017.pdf

The electricity sector’s portion of this statewide total is 46 MMT, or 18% of allowable emissions in 2030. 
However, for CA to be on track to meet the SB 100 goals in 2045, that total drops to 38 MMT.

Item 3
PRESENTATION

500

<D 2020 Tarc|etN

O \
O 400 — \

\
\
\
\
\£ 300 — \

O \

^.2030 TargetCO
CO

E
LU 200 — \ ^Ni Executive Order

S-3-05
\O \

\o
\

§ ioo — \

* 2050 Targetcc
<

0 r T T I I I
2000 2010 2020 2030 2040 2050

https://ww3.arb.ca.gov/cc/scopingplan/scoping_plan_2017.pdf


We Need to do MUCH MORE
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2030: 40% below 1990 levels
260 million tons

2050: 80% below 1990 levels

2020: Back to 1990 levels

Figure courtesy of California Climate Change Scoping Plan: 
https://ww3.arb.ca.gov/cc/scopingplan/scoping_plan_2017.pdf

The electricity sector’s portion of this statewide total is 46 MMT, or 18% of allowable emissions in 2030. 
However, for CA to be on track to meet the SB 100 goals in 2045, that total drops to 38 MMT.
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SVCE Community GHG Reduction 
Goals

6
Note: Electricity emissions calculated using annual GHG emissions accounting methodology
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HISTORICAL ! FORECAST4,500,000

2021 GOAL:
30% BELOW 2015 LEVELS

(2.82 MMTC02E) 40% BELOW 2015 LEVELS
(2.42 MMT C02E)

4,000,000
2025 GOAL:

,P 3,500,000
—i

“ 3,000,000
2030 GOAL:

50% BELOW 2015 LEVELS CALIFORNIA 2030 TARGET:
(2.01 MMT C02E) 40% BELOW 1990 LEVELS

Z
Ill
No 2,500,000
u
J 2,000,000<_l
Z 1,500,000
D CALIFORNIA 2050 TARGET:

80% BELOW 1990 LEVELSZ
< 1,000,000

MMMMMMIMMMMMMMM

THIS REDUCTION WILL REQUIRE AN UNPRECEDENTED SHIFT AWAY FROM
NATURAL GAS IN COMMERCIAL AND RESIDENTIAL BUILDINGS, AND GASOLINE VEHICLES

500,000

0
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 2045 2046 2047 2048 2049 2050

YEAR

0 SVCE GHG GOAL

GHG: BUSINESS-AS'USUAL

CA 2030 GOALELECTRICITY (SVCE, PG&E, DIRECT ACCESS)
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SVCE Community GHG Reduction 
Goals
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Note: Electricity emissions calculated using annual GHG emissions accounting methodology

Market Rules
& Regulations

Education 
& 

Outreach
Innovation
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AD Energy Efficiency &
Grid Integration

CALIFORNIA 2050 TARGET:
80% BELOW 1990 LEVELS

A
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THIS REDUCTION WILL REQUIRE AN UNPRECEDENTED SHIFT AWAY FROM
NATURAL GAS IN COMMERCIAL AND RESIDENTIAL BUILDINGS, AND GASOLINE VEHICLES
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Our 
Communities

Our Purpose
& 

Destination

MISSION
Reduce dependence on fossil fuels by providing carbon free, affordable, and 

reliable electricity, and innovative programs for the SVCE community

MEASURE
SVCE, working with  SVCE Member Agencies, aspires to achieve energy and transportation GHG 

reductions of  30% from the 2015 baseline by 2021, 40% by 2025, and 50% by 2030
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Sunnyvale



Our 
Communities

Our Purpose
& 

Destination

Our Team

Clean Energy Clean Buildings Clean Transport

Outreach & 
Education

Market Rules & 
Regulations

Innovation
Energy Efficiency & Grid 

Integration

MISSION
Reduce dependence on fossil fuels by providing carbon free, affordable, and 

reliable electricity, and innovative programs for the SVCE community

MEASURE
SVCE, working with  SVCE Member Agencies, aspires to achieve energy and transportation GHG 

reductions of  30% from the 2015 baseline by 2021, 40% by 2025, and 50% by 2030

Our 
Pathways
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Changes to Strategic Plan in 
2020

Promoted quantifiable measure for our Mission and explicitly 
included working with and through member agencies

Reduced length of document by 50%

Goals, Strategies & Tactics 
Reduced from 159 to 80

Goals 13 to 19

Strategies & Tactics from 146 to 61

Board Approved 5 Focus Areas for 2021

Proposing 2 activity updates to the Board in next 9 months
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SVCE Strategic Planning & Work Plan Process 
is continuous

May 2020

Board starts CEO 
evaluation

May-
August 
2020

Strategic Plan Input 
& Updates

Sep. 
2020

Board approves 
FY21 Budget & 

Adopts Strategic 
Focus Areas

Sep-
Oct 

2020

Board completes 
CEO evaluation and 
sets CEO Priorities

Sep-
Oct 

2020

SVCE Staff Work 
Plan for 2020-21

Update Strategic 
Plan document

May-
Sep 
2021

Update Strategic 
Plan Focus Areas  

and FY22 Priorities

Sep. 
2021

CEO Evaluation

Sep. 2021

FY2022 Budget 
Adoption
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Recommendation

Adopt SVCE’s updated Strategic Plan and 
direct the CEO to continue engaging with 
the Board throughout the year on progress
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Backup & 
Reference
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SVCE Mission Statement

•providing carbon free, 

•affordable and 

•reliable electricity and 

•innovative programs for the 
SVCE community  

Reduce 
dependence on 

fossil fuels by 
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Clean Electricity Clean Buildings Clean Transport

Market Rules & 
Regulations

Outreach & Education
Energy Efficiency & 

Grid Integration
Innovation

Reduce dependence on fossil fuels by 
providing carbon free, affordable, and 

reliable electricity, and innovative 
programs for the SVCE community

SVCE, working with  SVCE Member Agencies, will achieve energy and transportation GHG reductions of 
30% from the 2015 baseline by 2021, 40% by 2025, and 50% by 2030
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Focus Areas for 2020-21

Additional Resources & Efficiencies

Enterprise-wide systems, metrics  & tools

Focus on Equity

Digital Pivot - Customer & Community engagement

Community outreach and leverage 
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Landscape of Board Approved Policy/Plans

SVCE Strategic Plan – 2020 Update

For this year

Strategic Focus 
Areas – 5 areas 

identified by 
Board in June  

2020

Shorter Strategic 
Plan – October 

2020

Also approved by Board

Integrated 
Resource Plan 
(every 2 years, 
as per CPUC)

Decarbonization 
Roadmap (every 

3 years, as 
needed)

Electric Vehicle 
Infrastructure 

Plan (Board 
approved, xx)

Building 
Decarbonization 

Plan (Board 
proposed, xx)

Policy Platform 
(every year)
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• Procure sustainable, affordable 
& carbon-free supply

• Electrify the built environment
& mobility

• Promote efficiency & utility grid 
integration

• Remove market barriers 
(regulations & law)

18

Strategies for Market Transformation

Market Rules
& Regulations

Education 
& 

Outreach
Innovation
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Power Supply

Energy Efficiency &
Grid Integration

A
A

Built
Environment Mobility

SILICON VALLEY
CLEAN ENERGY



JOINT ACTION
COLLABORATIVE & NIMBLE 

DECISION-MAKING

MARKET INNOVATION
ALL-ELECTRIC LIVING & 

TRANSPORTATION

ENTERPRISE RISK MANAGEMENT
CLEAN ENERGY PORTFOLIOS

19

Recipe for Clean Energy Communities
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Silicon Valley Clean Energy (SVCE)

Campbell  | Cupertino |  Gilroy  |  Los Altos  | Los Altos Hills | Los Gatos | Monte Sereno

Milpitas | Mountain View   |    Morgan Hill   | Santa Clara County |   Saratoga |   Sunnyvale

Joint Action Agency formed to reduce dependence on fossil fuels by providing 
carbon free, affordable and reliable electricity and innovative programs

Item 3
PRESENTATION

LOS ALTOS HILLS
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SVCE Communities
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Mountain
View

Sunnyvale

Our Member
Communities

SANTA
CLARA

Campbell COUNTY

LOS AltOS Morgan
Hills

Cupertino

w

SILICON VALLEY
CLEAN ENERGY



$1 B worth 
of Power 
Supply 

Contracts 
Online 

Starting 
next 

Summer
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GEOTHERMAL

SOLAR POWER + STORAGE
CASA DIABLO

Mono County, CA
Generation: 7 MW
Developer: Ormat
Online: Dec. 2021

*/ \

r £

NEVADAFRANCISO

YELLOW PINE
Clark County, NV
Generation: 50 MW
Battery: 26 MW

Coso
Inyo County, CA
Generation: 43.8 MW
Developer: Coso Geothermal
Online: Jan. 2022

Developer: NextEra
Online: Dec. 2022ESNO

SLATE
Kings County. CA
Generation: 93 MW
Battery: 46.5 MW
Developer: Recurrent Energy

Online: June 2021

#
LAS

VEGAS

1
ARATINARABBITBRUSH

Kern County, CA
Generation: 40 MW
Battery: 8 MW
Developer: First Solar
Online: June 2022

BAKERSFIELD
Kern County, CA
Generation: 80 MW
Battery: 20 MW
Developer: 8minute Solar
Online: June 2023

BIG BEAU
Kings County, CA
Generation: 70.4 MW
Battery: 22 MW
Developer: EDF Renewables
Online: Dec. 2021

RENEWABLE ENERGY
PROJECTS

0SILICON VALLEY
CLEAN ENERGY



Joint Action: Rapid Progress, At-Scale

23

2016 October

Formation

1

2017 April

100% Carbon-Free Electricity

2

2018

Long-Term Renewable PPAs

Decarbonization Roadmap

3

2019-2020

•Renewable PPAs

•Reach Codes

•EV Plan

•Building Decarb Plan

•eHUB

4

Continuous 
Implementation & 
Innovation!

5
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Project delays 

and financing issues 

due to COVID-19; new 

IRP/RA rules 

SUPPLY

15% load loss for C&I 

customers; return to 

“normal” in 2022

LOAD LOSS
Customer defaults, 

payment issues 

due to COVID-19

PAYMENTS

Potential for 

additional DA 

market expansion 

DIRECT ACCESS

Uncertainty, Risk, and COVID-19

RESERVES

Central buyer, PG&E BK, 

Transparency, PSPS, 

Long-duration storage

L&R ISSUESPCIA

24

PCIA uncapped 

later in 2020, 10+M 

reserve call in 2021
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Now Transition through 2025 2025 and beyond

Renewable 
& Carbon-
Free 
Resources

Heavy reliance on existing and 
short-term renewable (RPS) 
resources

Out-of-state hydro resources

Implement long-term, additive 
renewable resources 

Deploy strategic local renewables

Longer-term hydro contracts, 
both in-state and out-of-state

Additional long-term 
renewables

Increased deployment local 
renewables

Less dependence on large 
hydroelectricity 

GHG 
Accounting

Resource 
Adequacy 
& 
Reliability

DER & Grid 
Innovation

25

Pathway to 2030 
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Now Transition through 2025 2025 and beyond

Renewable 
& Carbon-
Free 
Resources

Heavy reliance on existing and 
short-term renewable (RPS) 
resources

Out-of-state hydro resources

Implement long-term, additive 
renewable resources 

Deploy strategic local renewables

Longer-term hydro contracts, 
both in-state and out-of-state

Additional long-term 
renewables

Increased deployment local 
renewables

Less dependence on large 
hydroelectricity 

GHG 
Accounting

Annual - The Climate Registry

Power Content Label (PCL) 
includes GHG

Annual transitioning to hourly

Evaluate cost/strategy for 
Carbon-Free (CF 24x7

Carbon-free 24x7 to meet 
community and customer 
specific needs

Resource 
Adequacy 
& 
Reliability

DER & Grid 
Innovation

26

Pathway to 2030 
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Now Transition through 2025 2025 and beyond

Renewable 
& Carbon-
Free 
Resources

Heavy reliance on existing and 
short-term renewable (RPS) 
resources

Out-of-state hydro resources

Implement long-term, additive 
renewable resources 

Deploy strategic local renewables

Longer-term hydro contracts, 
both in-state and out-of-state

Additional long-term 
renewables

Increased deployment local 
renewables

Less dependence on large 
hydroelectricity 

GHG 
Accounting

Annual - The Climate Registry

Power Content Label (PCL) 
includes GHG

Annual transitioning to hourly

Evaluate cost/strategy for 
Carbon-Free (CF 24x7

Carbon-free 24x7 to meet 
community and customer 
specific needs

Resource 
Adequacy 
& 
Reliability

Short-term RA procurement 
(up to 3 years) based on rules

Short-term RA
Stand-alone & hybrid batteries
Natural gas tolling agreements 
and long-term RA purchases
DER & VPP increase

Short-term RA
Stand alone & hybrid batteries
Reduce dependence on  
natural gas 
DER & VPP increase

DER & Grid 
Innovation

27

Pathway to 2030 
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Now Transition through 2025 2025 and beyond

Renewable 
& Carbon-
Free 
Resources

Heavy reliance on existing and 
short-term renewable (RPS) 
resources

Out-of-state hydro resources

Implement long-term, additive 
renewable resources 

Deploy strategic local renewables

Longer-term hydro contracts, 
both in-state and out-of-state

Additional long-term 
renewables

Increased deployment local 
renewables

Less dependence on large 
hydroelectricity 

GHG 
Accounting

Annual - The Climate Registry

Power Content Label (PCL) 
includes GHG

Annual transitioning to hourly

Evaluate cost/strategy for 
Carbon-Free (CF 24x7

Carbon-free 24x7 to meet 
community and customer 
specific needs

Resource 
Adequacy 
& 
Reliability

Short-term RA procurement 
(up to 3 years) based on rules

Short-term RA
Stand-alone & hybrid batteries
Natural gas tolling agreements 
and long-term RA purchases
DER & VPP increase

Short-term RA
Stand alone & hybrid batteries
Reduce dependence on  
natural gas 
DER & VPP increase

DER & Grid 
Innovation

Background research & 
stakeholder engagement; 
design and launch of flagship 
pilots

Leverage 100kW-10MWs of 
Demand Flexibility via flagship 
pilots

Leverage 10-100MWs Demand 
Flexibility by expanding 
flagship pilots into broad-
based programs

28

Pathway to 2030 
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Now Transition through 2025 2025 and beyond

Renewable 
& Carbon-
Free 
Resources

Heavy reliance on existing and 
short-term renewable (RPS) 
resources

Out-of-state hydro resources

Implement long-term, additive 
renewable resources 

Deploy strategic local renewables

Longer-term hydro contracts, 
both in-state and out-of-state

Additional long-term 
renewables

Increased deployment local 
renewables

Less dependence on large 
hydroelectricity 

GHG 
Accounting

Annual - The Climate Registry

Power Content Label (PCL) 
includes GHG

Annual transitioning to hourly

Evaluate cost/strategy for 
Carbon-Free (CF 24x7

Carbon-free 24x7 to meet 
community and customer 
specific needs

Resource 
Adequacy 
& 
Reliability

Short-term RA procurement 
(up to 3 years) based on rules

Short-term RA
Stand-alone & hybrid batteries
Natural gas tolling agreements 
and long-term RA purchases
DER & VPP increase

Short-term RA
Stand alone & hybrid batteries
Reduce dependence on  
natural gas 
DER & VPP increase

DER & Grid 
Innovation

Background research & 
stakeholder engagement; 
design and launch of flagship 
pilots

Leverage 100kW-10MWs of 
Demand Flexibility via flagship 
pilots

Leverage 10-100MWs Demand 
Flexibility by expanding 
flagship pilots into broad-
based programs

29

Pathway to 2030 
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Local Market Vision:
All-Electric Buildings & Transportation

Improved Air Quality

30

Cost-SavingsHealth & Comfort
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Local Market Vision:
All-Electric ‘FutureFit’ Home
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INDUCTION
COOKING

HEAT PUMP
HEATING AND

COOLING HEAT PUMP
WATER HEATER

SOLAR + BATTER
STORAGE ELECTRIC

DRYER EV
CHARGING

INTELLIGENT
CONTROL

f • ««mammmmu US!
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• Silicon Valley Transportation Electrification 
Clearinghouse 

• Regional EV Leadership Recognition

• Priority Zone DC Fast Charging

• Multi-Unit Residential Charging Technical Assistance 

• Workplace Charging Rebates

• Fleet Electrification 

32

Animating Local Markets: 

Electric Vehicles
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tELECTRIC VEHICLE
INFRASTRUCTURE
JOINT ACTION PLAN '

Soptombtr 2019

SILICON VALLEY
CLEAN ENERGY

SILICON VALLEY
CLEAN ENERGY

Tli# Future is Electric
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Animating Local Markets: 

Electric Vehicles

• Multifamily & Small/Medium Business Technical Assistance

• Concierge support to multifamily and small/medium 
business to install EV charging

• Targeted education/outreach and awareness-building

• Site assessments & recommendations (costs, equipment 
type, management, etc.)

• SVCE will learn about key challenges & continue to adapt

Administered by

Item 3
PRESENTATION
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• Online Tools: Customer Resource Center (CRC)

• Customers learn about, see the value of, and 
take action to transition to electric vehicles and 
appliances as well as solar + storage.

• Phased launch of website redesign with three 
tools to educate and encourage adoption of:

• Electric vehicles

• Solar + storage 

• High-efficiency electric appliances

Animating Local Markets: 

Customer Education
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Animating Local Markets: 

All-Electric Buildings Showcase

• SVCE customer awards & case studies

• Showcases top local all-electric buildings:

o 13 residential homes

o 5 commercial offices buildings

o One multi-family development

• City Ventures honored for Depot Station at 2019 
Silicon Valley Business Journal Structures Awards

www.svcleanenergy.org/all-electric-award 35
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Congratulations
to City Ventures for building
the future...today!

Wl'irv»r. S«il<on Vailty Cfaan Energy All-Ekictric
Development of the Year Award!
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Animating Local Markets: 

Building Retrofits

• Gas water heater replacement w/ 
Heat Pump Water Heater

• $2,000 to $7,000 rebate 
(depending on configuration)

• 100 installed or in-process

• Future market stimulus: 

o Expand water heating retrofits

o Add other appliances

36
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• SVCE Data Hive launched on March 30

• Flagship pilot with UtilityAPI

• Over 50 solution providers registered on portal

Animating Local Markets: 

Smart Meter ‘Data Hive’

More info: data.svcleanenergy.org
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SVCE f̂i?
data hive+JImm*m

Securely Share Your Utility Data
You can now securely share your utility data (bill history, smart meter intervals, etc.) with external
companies. See the directory for a list of companies that have registered for data sharing. Sharing
your utility data is secure, opt-in, and you can manage and revoke your authorizations from your My

Authorizations dashboard. We follow the Green Button Connect standard and DataGuard Energy Data
Privacy guidelines to ensure your utility data is kept secure during the data sharing process. For more
information on utility data sharing and the consent process, visit authorization upport.

SILICON VALLEY
CLEAN ENERGY

https://data.svcleanenergy.org/
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• Regional collaboration: 

o SVCE, Peninsula Clean Energy & San Mateo County Office of Sustainability

• Local Building Codes for New Construction:

o Limit Natural Gas Usage

o Increase Electric Vehicle Charging

• SVCE member municipalities: 

o Advanced Codes passed in 9 municipalities: Mountain View, Morgan Hill, Milpitas, 
Monte Sereno, Saratoga, Los Altos Hills, Los Gatos, Cupertino & Campbell

o Under consideration / development: Santa Clara County, Sunnyvale & Los Altos

Animating Local Markets — Regionally! 

Standardizing (Advanced) Building Codes
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• Regional Electric Vehicle Charging Infrastructure Stimulus:

o SVCE & Peninsula Clean Energy

• $60+million for two counties:

o $33 million from California Energy Commission & matched by local partners

• Summer 2020: first-come / first-served incentives

o DC Fast Chargers: $50,000 to $70,000

o Level 2 Chargers: $4,500

39

Animating Local Markets — Regionally! 

Community Control over State Funding

Item 3
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• Regional initiative: 4 community power 
agencies

• Community Resilience program 
launching summer 2020

• Deploy 30MW+ of new battery storage 
at homes and businesses

• Market prioritizes customers at-risk of 
wildfire power shut-offs

40

Animating Local Markets — Regionally! 

Energy Storage & Resilience
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Cluster 7
Units: 370

Cluster 6
Units: 806

Cluster 8
Units: 592

41

Animating Local Markets — Regionally! 

Targeting EV Charging & Grid Integration
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*https://tinyurl.com/SVCEVPPOptionsAnalysis
**Abstract submitted for Distributed Energy Conference, Fall 2020 

• Virtual Power Plant Options Analysis*

Explains how community energy can support grid 
integration (Summer 2019)

• Virtual Power Plant Valuation**

Quantifies benefits created by enabling customer 
load flexibility (Winter 2019) 

Animating Local Markets — Statewide! 

Grid Integration Thought Leadership
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https://tinyurl.com/SVCEVPPOptionsAnalysis


Innovation
Stimulus

43
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Innovation Stimulus:

$100,000 ‘Innovation Onramp’ Grants
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Idea Prototype Commercialization

Events & ongoing
activities Stage 1 grant ($10k-$75k)

for proofs of concept
through Innovation

Onramp
Stage 2 grant ($50k-100k)
for demonstrations through

Innovation Onramp
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CLEAN ENERGY



• Sponsored by 4 community power agencies

• 100 developers competed for 24 hours:

o 1st Place to Grove ($10k): intuitive interface for 
smart scheduling a customer’s flexible electrical loads

o 2nd Place to Green Routes ($4k): electric vehicle 
app for drivers to find charging stations & optimize for 
carbon, cost & convenience

o People’s Choice Award to WattsDown ($2k): app 
linked to a smart light in homes that alerts customers 
to planned power shut-offs & high electricity prices
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Innovation Stimulus:

GridShift Hackathon
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C I T Y O F
PALO ALTO
UTILITIES
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ENERGYA Program o f t h e City of San Jose
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Need/Equity

Speed

Near-term Materiality

Mission-Aligned

Fairness

Longer-term Value

COVID-19 Stimulus:

Balancing Multiple Policy Objectives
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3 Programs - $10 Million

Program Estimated $

Customer 
Relief

1a) $100 bill credit to residential low-income customers $2.5 million

1b) $250 bill credit to qualifying and responding small 
business customers

$1.0 million

Workforce 
Relief

2a) Workforce Electrification Training with $500 stipend $1.0 million

2b) Workforce Home Electrification Installation $0.5 million

Community 
Resiliency

3a) Resiliency Infrastructure Planning Support $1.0 million

3b) Resiliency Infrastructure Capital Project Support $4.0 million

Total: ~$10 million
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COVID-19 Stimulus:

Striking the Balance
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Workforce Training &
Community Resilience

SILICON VALLEY
CLEAN ENERGY



Power Prepay –
Authorize CEO to Enter Into Agreements 

To Finalize Power Prepayment  

SVCE Board of Directors

October 14, 2020
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Overview

• Transacting Parties

1. Tax-exempt Load Serving Entity (LSE, also called “Prepay Buyer”)

2. Taxable financial counterparty (bank, called “Prepay Supplier”)

• Process

1. Prepay Supplier assigned into existing or future energy supply contract(s) held by LSE

2. Municipal bonds issued by conduit, amounting to combined notional value of assigned 

contracts

3. Prepay Supplier pays the contract price to PPA Seller, immediately transferring all 

electricity and attributes to LSE

4. LSE pays Prepay Supplier at discounted rate, achieving procurement cost savings

• Takeaway

Prepay Supplier holds and utilizes capital, creating taxable vs. tax-exempt arbitrage that 

enables discount
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Summary of Benefits and Risk
• Benefits

✓ Savings over the 30-year term expected to be 8% - 12% per year on power 
quantities delivered under the pre-pay structure compared to spot market 
purchases / current contracts

✓ Equates to @$2.5MM to $3.5MM per year or @0.50% to 0.75% rate 
reduction

✓ Favorable risk allocation where SVCE only pays for energy that is delivered 
(same as contracts today) 

✓ Debt is non-recourse to SVCE

✓ Rating agencies comfortable with comparable deals at SMUD, SCPPA, others

• Risks

✓ Loss of savings and back to square one

✓ Lost investment of staff time
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Timing and Cost

• Timing

✓ Transaction is dependent on number of market factors which are in constant 
fluctuation; opportunities to transact can be episodic

✓ Moving forward and preparing paperwork takes months

✓ Invest the time now to prepare for future approval, execution and success

• Cost

✓ Majority of the costs are contingent and paid through bond proceeds at 
closing

✓ Various parties involved: bond underwriter, energy supplier, lawyers 
(bond/tax/disclosure/underwriter’s), municipal advisor, and rating agencies

✓ Estimated costs of $1.5MM (paid for by bond issuance)

✓ Exploring creation of a JPA Conduit Issuer at a cost of $15k (out of pocket)
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Getting Ready

• SVCE, EBCE, MCE, CCCE

• Work has been initiated

• To be completed in Q4 2020 or Q1 2021

• Minimal cost ~$15K

Bond Conduit 
Formation

• SVCE & EBCE

• Work has been initiated

• To be completed by Q1 2021

• Select pre-pay supplier, hire legal counsel, municipal 
finance advisor and other necessary professionals; nearly 
all fees are contingent on a deal being transacted.

Documentation 
and Transaction 

Terms
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Agreements with Professionals to Complete 
Transaction

• SVCE needs to secure professional assistance to 
complete the work necessary to develop, draft, and 
finalize appropriate documents to bring the complete 
Prepayment Transaction 
• bond counsel, 
• tax counsel, 
• issuers counsel,
• disclosure counsel,
• municipal financial advisor, 

and any other consultant needed to support the 
completion of the Prepayment Transaction
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Professionals selected by EBCE/SVCE

• Role: Represent bondholders
Bond Counsel: Orrick, Herrington & 

Sutcliffe

• Role: Provide tax opinion on transactionTax Counsel: Orrick, Herrington & Sutcliffe

• Role: Represent issuer’s interests, supporting drafting and negotiating 
terms of prepay agreement and associated energy supply agreements

Issuer’s Counsel (also known as Prepay 
Counsel or Prepaid Counsel): Chapman & 

Cutler LLP

• Role: Prepare Official Statement / ProspectusDisclosure Counsel: Chapman & Cutler LLP

• Role: Advise Prepay Buyer in negotiations; required by Municipal 
Securities Rulemaking Board (MSRB)

Municipal Advisor: TBD, solicitation in 
process
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Fiscal Impact of this Recommendation

• There is no negative fiscal impact to SVCE. Funds for 
the Contracts would be contingent and paid directly 
from the proceeds from the sale of the bonds except for 
a payment by SVCE of no more than $15,000 to 
Issurer’s Counsel if the transaction does not close.

• Cost is estimated to be between $1-1.5 million
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Next Steps - Timing

• SVCE Finance Committee Briefing #1August 2020

• SVCE Board Briefing on Getting Ready to Transact a Power PrepaySeptember 2020

• SVCE Finance Committee Discussion #2September 2020

• SVCE Board Authorizes CEO to get Prepayment Transaction Finalized for 
Board ConsiderationOctober 2020

• Documentation and Transaction Terms Developed

• Conduit JPA to SVCE BoardQ4 2020 - Q1 2021

• Transaction brought to SVCE Board for approval when market is 
readyTBD - Q1 2021 or later

9
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Request

• Recommend that the SVCE Board authorize CEO to 
enter into agreements necessary to carry out the tasks 
to finalize the Prepayment Transaction that will be 
subsequently submitted to the Board for approval

• This action was approved and recommended by the 
Finance & Administration Committee on September 15, 
2020
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Additional Background Slides
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Structure Overview

Prepayment $$$ 

Existing 
PPA to be 
“Novated”

Bank
Supplier

Municipal 
Conduit

SVCE

Non-Recourse 
Tax-Exempt 

Bonds

Existing PPA 
Counterparty 

Debt
Service

Bond
Proceeds

MWhs+ RECs
+ Debt Service 

MWhs + RECs

Contract Price           Contract Price
Less Discount

Contract 
Price

MWhs+ RECs 
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Glossary of Terms
Power Purchase Agreement “PPA” – contract to receive and pay for 

a specific type of energy (i.e. renewable solar, wind, etc.) at a specific 
price over the term of the contract (i.e. 15 years)

Tax-exempt Prepayment – payment in advance by a municipal 

utility for a number of years of contracted energy and financing the 
prepayment with tax-exempt debt

“Novate” – to assign a PPA contract to another party for a some or all 

of the contract term

“Recourse to…” – secured or guaranteed by the referenced entity 

“Non-recourse…” – not secured or guaranteed by the referenced 

entity

“Conduit issuer” – entity formed to issue debt but not responsible to 

repay the debt (non-recourse!)
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History and Tax Law Behind Municipal 
Prepaid Energy Transactions

• Municipal electric and gas utilities (and tax-exempt entities such as CCAs) in the US can 
prepay for a supply of electricity or natural gas from a taxable (corporate) entity and 
fund that prepayment with tax-exempt municipal bonds:
o Must sell that commodity to their retail end-users that reside within their traditional 

service area.

• Prepayment transactions are legal and Codified in US Tax Law: Since first prepayments 
of natural gas were done in the early 1990’s, the IRS issued rules allowing tax-exempt 
prepayments and Congress enacted legislation specifically allowing the transactions 
(National Energy Policy Act of 2005; Section 1327).

• Over 90 municipal prepayment transactions totaling over $50 Billion have been 
completed in the US – over 95% of them for natural gas.  Natural gas is much easier to 
“prepay” because the commodity is homogenous and is easy to store.

• Prepayments have saved utility ratepayers (natural gas, electricity from gas fired power 
plants and energy from renewable power projects) billions of $ in reduced rates and 
energy charges and will continue to do so over the 30-year life of the transactions.
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Renewable Energy Prepayment 
-Key Elements of an SVCE Transaction -

• Existing Renewable PPA’s are assigned or “novated” to the taxable prepaid supplier

• SVCE continues to take and pay for energy and attributes delivered through the 
contract

• Maintains the existing terms of PPAs, including scheduling and operations

o Preserves critical PCC-1 and “long-term” attributes for renewable contracts

• Debt associated with program is issued through a conduit and is non-recourse to 
SVCE; does not impact SVCE’s balance sheet or credit metrics,  

• Debt is recourse to (guaranteed by) the bank that receives the prepayment

• If program terminates early or prepaid supplier fails to perform, the SVCE forgoes the 
future savings and assigned contracts return to status quo
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Eleven Prepayments Totaling Over $5.7 
Billion Have Been Completed in California

Date Amt. ($000) Issuer Description Beneficiary

6/2006 230,845 Vernon Nat. Gas Fin Auth Nat Gas City of Vernon Elec

1/2007 209,350 Roseville Natural Gas Fin Auth Nat. Gas City of Roseville Elec

5/2007 757,055 Northern Ca Gas Auth No. 1 Nat. Gas SMUD

9/2007 887,360 Long Beach Bond Fin Auth Nat. Gas City of Long Beach

10/2007 504,445 So. Ca. Pub. Power Auth Nat. Gas Multiple MOUs

10/2007 251,695 Long Beach Bond Fin. Auth Nat. Gas City of Long Beach

8/2009 901,620 M-S-R Energy Authority Nat. Gas MID/Redding/SVP

10/2009 514,160 So Ca Pub Power Auth (Windy Flats) Elec (Wind) LADWP, Mult. MOUs

4/2010 778,665 Cal. Statewide Comm Dev Auth Nat. Gas SMUD

2010/11 394,700 So Ca Pub Power Auth (Milford 1 & 2) Elec (Wind) LADWP, Mult. MOUs

12/2018 539,615 Northern Ca Energy Auth Gas/Elec SMUD

Total 5,717,815
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Long Duration Storage 
Procurement Efforts and Formation 

of a Super Joint Powers Agency

SVCE Board Meeting 
October 14, 2020
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