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SUBJECT: SAN JOSE CLEAN ENERGY ANNUAL REPORT TO COUNCIL
PURSUANT TO SJMC 26.60.010

BACKGROUND

On November 7, 2017, Council approved an ordinance to add Title 26 to the San José Municipal
Code (SIJMC) to provide procedures for the operation and management of San José Clean Energy
(SJCE). In accordance with SIMC section 26.60.010, the Director of the Community Energy
Department files this summary report, listing all significant actions and transactions that have
occurred with regard to Title 26.1 This summary report includes a compilation of the 2019 and
2020 quarterly reports submitted pursuant to Sections 26.50.040 (Short-Term Power
Procurement Transactions), and 26.30.020 (Regulatory Compliance Filings and Reports). This
report also includes information pertaining to other significant actions and transactions related to
SJCE customer enrollment, customer rates, power load and power demand, and a summary of
SJCE Council Memos relating to SICE operations in 2019 and 2020.

ANALYSIS

Power Supply Contracts

Title 26 section 26.50.040 requires that SJCE submit quarterly reports to City Council that
summarize all short-term transactions and the total cost of these contracts.? In 2019, SICE filed
four Quarterly Power Procurement and Regulatory Compliance Reports with City Council
summarizing 167 purchase agreements SJCE entered into worth a total of $638,035,118.97 in
2019. In 2020, SJCE filed four Quarterly Power Procurement and Regulatory Compliance

Yhttps://library.municode.com/ca/san_jose/codes/code of ordinances?nodeld=TIT26COEN CH26.60RECO 26.60.
010RECO

2https://library.municode.com/ca/san_jose/codes/code of ordinances?nodeld=TIT26COEN_CH26.50ENPR_26.50.
040SHTETRAUTRLI
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Reports summarizing 108 purchase agreements entered worth a total of $430,128,861.30 in
2020.

Power Characteristics

Total Electric Load

SJCE’s annual load is the amount of electricity needed to meet annual customer demand.

Annual SJCE load is measured in two categories: Retail and Wholesale. Retail Load represents
the amount of electricity SJICE customers use annually. Wholesale Load represents the amount
of electricity SICE procures annually to meet that customer need. The difference between SJCE
annual retail and wholesale load is the amount of electricity lost in the form of heat and other
losses during the long-distance transmission process. As described in Section 3 below, SJCE has
enrolled new groups of customers throughout 2019 and 2020. This accounts for the larger 2020
retail and wholesale load compared to 2019 load shown in Table 1. Data for 2020 includes some
estimated information as final 2020 load data is not available until end of March 2021 due to
meter reconciliation processes.

Table 1. SICE Load 2019-2020 (MWh)

2019 2020
Retail Load | 3,462,743 4,005,898
Wholesale Load | 3,681,922 4,265,348

Peak Demand

SJCE annual peak demand represents the amount of electric generating capacity needed to meet
the highest amount of electric demand created by SICE customers at any one time during the
calendar year. The California Public Utilities Commission (CPUC) and the California
Independent System Operator (CAISO) require utilities operating within California to secure
sufficient electricity to meet their annual peak demand with an additional 15 percent planning
reserve margin (PRM). In 2019, SICE’s peak demand was 1,091 MW. In 2020, SJCE’s peak
demand was 1,120 MW. In both 2019 and 2020 SJCE’s peak demand occurred in the month of
August during a heat wave. SJCE’s peak demand is heavily influenced by heat spikes that cause
high levels of air conditioning use during summer heat events.

Power Mix

SJCE offers two retail products made up of a power mix that reflect Council goals and customer
preference. The default SICE retail product, “GreenSource,” is designed to meet City Council
renewable and carbon reduction goals. “TotalGreen” is a premium SJCE product that is 100
percent renewable power, exceeds Council goals, and is available through a voluntary customer
up-grade.
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2019 Compliance Year

Approximately 99 percent of SICE customers purchased the SJCE GreenSource power product
in 2019. In 2019 the GreenSource product included a mix of 47.2 percent renewable resources
and 76.4 percent carbon-free resources. Table 2 shows the percentage of eligible renewable
resources®, Renewable Energy Credits (RECs),* and carbon free power SJCE purchased in 2019
compared with the mix requested by Council. Due to market conditions and regulatory
uncertainty related to the allocation of carbon-free attributes from PG&E, SJCE did not acquire
carbon free attributes in the quantity necessary to reach the 80 percent target.

Table 2. 2019 GreenSource Alignment with Council Goals

Council Approved Actual

Total Renewable 45% 47.2%
Eligible Renewable 33.9%
Percent of Retail 13.3%

Sales Covered by
Unbundled RECs
Total Carbon Free 80% 76.4%

Eligible Renewable 33.9%
Percent of Retail 13.3%
Sales Covered by
Unbundled RECs
Large 29.2%

Hydroelectric

The SJCE TotalGreen resource mix was 100 percent eligible renewable and carbon-free
generation in 2019. California law requires electric utilities, including CCAs, to send each
customer a Power Content Label (“PCL”) to illustrate the mix of energy resources contained in
specific energy products, like GreenSource, and the California resource power mix. °> The PCL
shows the percentage of direct renewable energy purchases and REC purchases as separate line
items. The total renewable content in the 2019 SJICE GreenSource product is the sum of the
percentage of direct renewable purchases and the percentage of SICE retail sales covered by

3 https://www.energy.ca.gov/programs-and-topics/programs/power-source-disclosure/power-content-label;
https://www.energy.ca.gov/programs-and-topics/programs/renewables-portfolio-standard/renewables-portfolio-
standard-0

4 Renewable Energy Credits (RECs) enable SICE to measure and track the amount of eligible renewably generated
power SJCE procures through a California and nationally recognized power sales accounting process.
https://www.epa.gov/greenpower/renewable-energy-certificates-recs
https://apx.com/renewable-registries-and-generation-attribute-tracking-systems/

5 https://www.energy.ca.gov/programs-and-topics/programs/renewables-portfolio-standard/renewables-portfolio-
standard-0
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retired, unbundled RECs, as detailed in Table 2 above.® Carbon free and non-renewable
products are also presented as separate PCL line items. Figure 1 shows the SJCE 2019 PCL.’

Figure 1. SJICE’s 2019 Power Content Label®
2019 POWER CONTENT LABEL

San José Clean Energy

www.SanloseCleanEnergy.org

ENERGY RESOURCES GreenSource TotalGreen 2019 C%
Power Mix
Eligible Renewable 33.9% 100.0% 31.7%
Biomass & Biowaste 3.7% 0.0% 24%
Geothermal 2.3% 0.0% 4.8%
Eligible Hydroelectric 0.0% 0.0% 2.0%
Solar 18.8% 100.0% 12.3%
Wind 9.1% 0.0% 10.2%
Coal 0.0% 0.0% 3.0%
Large Hydroelectric 29.2% 0.0% 14.6%
Natural Gas 0.2% 0.0% 34.2%
Nuclear 0.6% 0.0% 9.0%
Other 0.6% 0.0% 0.2%
Unspecified sources of power” 35.5% 0.0% 7.3%
TOTAL 100% 100% 100%
Percentage of Retail Sales
Covered by Retired Unbundied 13.3% 0.0% 0%
RECs’

'The eligible renewable percentage above does not reflect RPS compliance, which is determined
using a different methodology.
ZUnspecified power is electricity that has been purchased through open market transactions and is
not traceable to a specific generation source.

*Renewable energy credits (RECs) are tracking instruments issued for renewable generation.
Unbundled renewable energy credits (RECs) represent renewable generation that was not
delivered to serve retail sales. Unbundled RECs are not reflected in the power mix or GHG

emissions intensities above.

For specific information about this electricity product, San José Clean Energy
contact: 1-833-432-2454
For general information about the Power Content
Label, please visit:

http://www.energy.ca.gov/pcl/

For additional questions, please contact the Toll-free in California: 844-454-2906
Callifornia Energy Commission at: Outside California: 916-653-0237

2020 Compliance Year

Confirmation of the SICE 2020 GreenSource mix is pending final data that will not be available
until the end of May 2021. This date is obtained from the Western Renewable Energy
Generation Information System (WREGIS) REC accounting and allocation process. SJCE has a
very close estimate and based on existing load data expects to meet its 2020 Council approved

8SJCE 2019 GreenSource power mix of 45% renewable and 80% GHG free was submitted to Council for approval
in and SJCE Council Memo, dated October 28, 2018, Subject: “Power Procurement, Rate Setting and Power Mix for
San José Clean Energy. Available at: https://www.sanjoseca.gov/your-government/department-
directory/community-energy/public-meetings-and-documents under the November 11, 2018 Council Meeting
documents.

" https://sanjosecleanenergy.org/wp-content/uploads/2020/12/2019-Power-Content-Label-San-Jose-Clean-Energy-

SJCE.pdf
8 https://sanjosecleanenergy.org/wp-content/uploads/2020/12/2019-Power-Content-Label-San-Jose-Clean-Energy-

SJCE.pdf
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renewable resource mix goal.® SICE may fall slightly short of its Council approved 2020
carbon-free goal due to unexpected generation outages. SJCE receives carbon-free allocations
from PG&E as our customers pay for these resources in the PCIA fee. In mid-October 2020,
PG&E unexpectedly took one of two Diablo Canyon Power Plant generating units offline.
Because SJCE typically receives carbon-free power from this PG&E nuclear unit, SJICE received
less carbon-free power than expected in 2020. California’s load-serving entities, including
SJCE, were required to procure at least 33 percent of their electricity from eligible renewable
resources in 2020.1° SICE will meet this requirement.

The SJICE 2020 TotalGreen power mix will be 100 percent renewable, as expected. SJCE has
greater certainty regarding the 2020 TotalGreen power mix due to the small number of RECs
associated with this product and early confirmation of sufficient RECs to cover this product.

Customer Information

Customer Accounts

SJCE increased total customer accounts served between 2019 and 2020 by 18,339 accounts.
Both SJCE residential and commercial/industrial accounts increased from 2019 to 2020.

Table 4. SICE Customer Accounts 2019-2020

Customer Accounts End of 2019 End of 2020
Total 327,263 345,602
Residential 300,058 317,669
Commercial/Industrial 27,205 27,392

Customer Enrollment

SJCE enrolled new customer accounts in multiple phases in 2019 and in 2020. SJCE launched
its first 2019 enrollment phase as a mass enrollment of 308,378 residential and commercial
customers in February 2019. The Phase 1 2019 enrollment followed SJCE’s 2018 inaugural
launch to provide electric service to San José City Accounts only. SJCE launched a Phase 2
enrollment of 56,689 small commercial accounts in June 2019. SJCE launched three net energy
metering (NEM) customer enrollment phases in 2020. SJCE NEM enrollment took place in
three phases so that it would occur as close to their PG&E NEM bill true-up as possible and to
minimize customer billing disruption. The 6,000 Customer Accounts shown that were not
enrolled shown as “non-defaulted” below includes those customers who were not automatically
added to SJCE service due to a data error. These customers were fully enrolled in October 2020.

9 SJCE 2020 GreenSource power mix of 45% renewable and 86% GHG free was approved in a Resolution from the
December 11, 2019 San José City Council Meeting: 2020 Power Mix, Rates; Opt-out Fee Waiver; Net Energy
Metering Customer Enrollment

Council meeting. The resolution can be found online at: https://www.sanjoseca.gov/your-government/department-
directory/community-energy/public-meetings-and-documents

10 https://www.energy.ca.gov/programs-and-topics/programs/renewables-portfolio-standard/renewables-portfolio-
standard
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Table 5. SICE Enrollment 2019-2020

Enrollment Phases February June April July October
2019 2019 2020 2020 2020

Mass Enrollment 308,378

Small Commercial 56,689

NEM Enrollment 4,788

NEM Enrollment 5,318

NEM Enrollment 5,318

Non-Defaulted Accounts ~6,000

Customer Choice

After customers are automatically enrolled in the SJCE program and defaulted to a GreenSource
product they have the option of “opting up” from GreenSource to TotalGreen, a slightly more
expensive and 100 percent renewable product. Customers also have the option of “opting out” of
the SICE community choice program entirely to receive electricity from PG&E. In 2020, 316
SJCE customers “opted up” to TotalGreen, representing approximately nine hundredths percent
of the total customer base. In 2020, 2,180 customers “opted out” of SICE service to receive
service from PG&E. The SJCE opt out rate was ~two percent in 2019 and 2020, a relatively low
opt out rate compared to other California CCAs.

Table 6. SJICE Opt-Up and Opt-Out 2019-2020

Customer Choice End of 2019 End of 2020
Opt Up 851 1167
Opt Out 4914 7094

Rates Information

SJCE generation charges, inclusive of added PG&E fees, for default GreenSource products were
one percent lower than PG&E generation charges in 2019 and 2020. SJCE implemented nine
rate changes in 2019 and 2020 to reflect CPUC approved changes to PG&E rates including PCIA
changes, as summarized below. For example, as PCIA increased, SICE rates were reduced to
maintain the one percent discount for customers. SJCE detailed these changes in six council
memos describing these changes.

1. March/May 2019 Rate Change
e Decrease to E-19-T and AG-1 rates to maintain a one percent discount from
PG&E (Effective March 2019)
e Overall increase to most customer rates to maintain a one percent discount from
PG&E (Effective May 2019)
2. July 2019 Rate Change
e Overall PCIA increase for commercial and industrial customers. Decrease for
residential customers.
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e Overall increase to most customer rates to maintain a one percent discount from
PG&E
November 2019 Rate Change
e Minor increase across both residential and commercial rate schedules (~twenty-
five hundredths percent on average) to maintain a one percent discount from
PG&E
e Addition of new commercial B-rates (Commercial Time of Use)
March 2020 Rate Change
e Changes to Existing Agricultural Rates, New Agricultural Rate Options and E-
TOU-C (residential time of use)
May 2020 Rate Change
e Addition of new AG-Rates and BEV Rates (for Agricultural and Business Electric
Vehicle customers respectively). Overall decrease in SJICE rates to maintain a 1
percent discount from PG&E
October 2020 Rate Change
e Overall decrease in SJCE rates to maintain a one percent discount from PG&E

SJCE Council Memos

SJCE developed 18 Council Memos between February 2019 and November 2020 to update the
City Council on electric procurement and financial agreements, and to request authority to adopt
updated procurement and rate design principles, as summarized below.

1.

Authorize the Director of the Department of Community Enerqy to Execute
Agreements with the California Independent System Operator February 12, 2019

Adopt a resolution authorizing the Director of Community Energy to execute the
Scheduling Coordinator Agreement and the Meter Service Agreement with the California
Independent System Operator

Amend Title 26 of Municipal Code to Permit Rate Decreases and Adjustments to
Rates that Are Fixed Against Pacific Gas and Electric Company Rates Without
Requiring Customer Notice or a Finding of Extraordinary Circumstances by City
Council March 19, 2019

Approve an ordinance amending Title 26 of the San José Municipal Code to permit San
José Clean Energy to (1) decrease rates, and (2) adjust rates that are fixed against PG&E
rates, without requiring written notice to customers or a finding of extraordinary
circumstances by City Council if the rate is decreased or modified more than twice a year

Power Supply Procurement for 2020, 2021, and 2022 March 6, 2019

Adopt a resolution authorizing Director of Community Energy to negotiate and execute
power supply contracts for Calendar Years 2020, 2021 and 2022 for Energy, Renewable
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Energy, Renewable Energy Credits, Resource Adequacy, and Low Carbon power and
attributes.

Status update: SJCE has procured for nearly 500 megawatts (MW) of new renewable
energy and 10 MW of battery storage since February 2019, enough to power over
300,000 San José homes.

4. Launch of Service to Small Commercial Customers by San José Clean Energy in
June 2019 April 16, 2019

Adopt a Council Resolution approving SJCE to launch service to small commercial
customers in June 20109.

5. First Amendment to the Revolving Credit Agreement and 2018-2019 Budget
Adjustments April 30, 2019

Adopt a resolution authorizing the City Manager, the Director of Finance, the Assistant
Director of Finance or their authorized designees to negotiate, execute and deliver the
First Amendment to the Revolving Credit Agreement with Barclays Bank PLC.

Adopt amendments to the FY 2018-19 Appropriation Ordinance in the SJCE Fund.

6. Renewable Power and Resource Adequacy Procurement June 4, 2019

Adopt a resolution increasing the authority granted to the Director of Community Energy
for the procurement of power supply products by $19M.

Authorize Director of Community Energy to negotiate and execute long-term PPAs for
renewable projects in an amount not to exceed $40M annually and $1.08B in aggregate
from 2020 to 2043.

Authorize the Director of Community Energy to negotiate and execute medium- to long-
term contracts using the Edison Electric Institute Agreement of Western Systems Power
Pool Agreement.

7. Electric Restructuring Advocacy Principles June 25, 2019

Adopt a resolution establishing principles to guide advocacy regarding the restructuring
of California’s electric power system and legislative and regulatory engagement.

Direct the City Manager to engage with the Legislature and Governor’s office as well as
regulatory bodies to ensure the City of San Jose has safe, reliable, clean, and affordable
electric service.
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8.

10.

11.

Energy Resilience Study Session August 29, 2019

Study of reliability threats from California wildfires in PG&E service territory and
opportunities to invest in City of San José energy resiliency measures, including
microgrids.

First Amendment to the Master Agreement with Flynn Resource Consultants to
Provide Professional Consulting Services October 8, 2019

Approve a First Amendment to the Master Consultant Agreement with Flynn Resource
Consultants, Inc. for professional consulting services provided to the Community Energy
Department, increase the maximum compensation from $290,000 to $990,000 through
June 30, 2023.

Residential Transition to Time-of-Use Electric Rates October 8, 2019

Adopt a resolution to approve the transition of eligible residential SICE customers to the
existing Time-of-Use (TOU) electric rate E-TOUC in November 2020 and offer bill
protection to customers for one year.

Adopt a resolution approving a rate design allowing SJCE to match any rate structure
from PG&E’s standard rates.

Status Update: Residential TOU transition was delayed to June 2021 in mutual agreement
with PG&E. Staff is conducting outreach to notify customers of the transition and their
options.

Actions Related to the California Electric VVehicle Infrastructure Project October
22,2019

Approve implementation of California Electric Vehicle Infrastructure Project (CALeVIP)
in San José.

Approve participation in current round of funding for CALeVIP for load-serving entities
in San Mateo and Santa Clara Counties (Peninsula-Silicon Valley Incentive Project).

Authorize Director of Community Energy to negotiate and execute an agreement with the
Center for Sustainable Energy to administer San José Clean Energy funds as part of
implementation of the Project in amount not to exceed $4,000,000 through December 31,
2023.

Status Update: The City of San José was met with high demand for funding on and after
the application date of December 16, 2020; applicants are being vetted and funds are
being reserved as of March 2021.


https://sanjose.legistar.com/View.ashx?M=F&ID=7815689&GUID=F4E18DFA-C8DA-4209-BB55-CE0CDFB63FA7
https://sanjose.legistar.com/View.ashx?M=F&ID=7815689&GUID=F4E18DFA-C8DA-4209-BB55-CE0CDFB63FA7
http://sanjose.legistar.com/gateway.aspx?M=F&ID=986897e2-d1b3-488e-bbca-ae4a5da3fd2b.pdf
http://sanjose.legistar.com/gateway.aspx?M=F&ID=986897e2-d1b3-488e-bbca-ae4a5da3fd2b.pdf
http://sanjose.legistar.com/gateway.aspx?M=F&ID=986897e2-d1b3-488e-bbca-ae4a5da3fd2b.pdf
http://sanjose.legistar.com/gateway.aspx?M=F&ID=36e2cb29-6641-4d97-a37e-6de82eccdacb.pdf
http://sanjose.legistar.com/gateway.aspx?M=F&ID=36e2cb29-6641-4d97-a37e-6de82eccdacb.pdf
https://sanjose.legistar.com/gateway.aspx?M=F&ID=cc051e7a-f6f1-40aa-996f-6d0254f03c3b.pdf
https://sanjose.legistar.com/gateway.aspx?M=F&ID=cc051e7a-f6f1-40aa-996f-6d0254f03c3b.pdf
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12. Energy Resiliency and Community Enerqy Staffing November 19, 2019

Accept status report on workload assessment, work plan development, and resources
required to implement City Council direction related to the principles to guide advocacy
on restructuring California’s electric power system and ensuring San José Clean Energy’s
operational and financial stability.

Approve additions to Community Energy Department’s staffing:

e Public Information Manager

e Senior Power Resources Specialist
e Power Resources Specialist

e Deputy City Attorney |11

Adopt amendments to the FY 2019-20 Appropriation Ordinance in the Clean Energy
Fund.

13. 2020 Power Mix, Opt-Out Fee Waiver, and Net Energy Metering Enrollment
December 10, 2019

Adopt a resolution establishing a power mix of at least 86 percent greenhouse gas-free
energy with at least 45 percent renewable energy for SJCE GreenSource base product
beginning January 1, 2020; provided that, notwithstanding the power mix:

e SJCE GreenSource product will continue to be at one percent below PG&E’s
generation rates after accounting for the franchise fee surcharge and the Power
Charge Indifference Adjustment (PCIA) across all rate classes for 2020, and

e The SJCE 100 percent renewable energy TotalGreen product will continue to be
0.5-1 cent per kWh higher than GreenSource

Adopt a resolution waiving opt-out fees of SICE service for all customers.

Adopt a resolution approving the final phase of customer enroliments by SJCE to enroll
residential and small commercial Net Energy Metering (NEM) customers in four
quarterly batches beginning in April 2020 and finishing in January 2021.

Status update: All residential and small commercial NEM customers have been enrolled
as of March 2021.

14. First Amendment to the Professional Services Agreement for Data Management and
Customer Call Center Services with Calpine Energy Solutions February 11, 2020

Approve a First Amendment to the Professional Services Agreement for Data
Management and Customer Call Center Services with Calpine Energy Solutions, LLC,
reducing rates and modifying service terms and increasing the maximum compensation
from $15,683,800 to $22,000,000 through February 27, 2025


http://sanjose.legistar.com/gateway.aspx?M=F&ID=086756e9-924c-4893-9a95-21e7959d4fb5.pdf
http://sanjose.legistar.com/gateway.aspx?M=F&ID=086756e9-924c-4893-9a95-21e7959d4fb5.pdf
http://sanjose.legistar.com/gateway.aspx?M=F&ID=b4a04928-5a29-4036-9105-450da67bca4d.pdf
http://sanjose.legistar.com/gateway.aspx?M=F&ID=b4a04928-5a29-4036-9105-450da67bca4d.pdf
https://www.sanjoseca.gov/home/showpublisheddocument?id=54543
https://www.sanjoseca.gov/home/showpublisheddocument?id=54543
https://www.sanjoseca.gov/home/showpublisheddocument?id=54543
https://www.sanjoseca.gov/home/showpublisheddocument?id=54543
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15.

16.

17.

18.

Electric Transmission Service Interconnection Application February 25, 2020

City Manager to prepare and submit a Wholesale Transmission Service Interconnection
Application to PG&E, and if appropriate, to proceed with any required PG&E Impact and
Facilities Studies, for the City of San Jose to provide electric distribution service to the
Downtown West Mixed-Use Plan area and potentially, a broader area where new
development is occurring.

Power Procurement, Acceptance of Carbon-Free Allocations, and Integrated
Resource Plan Time Change April 7, 2020

Increase authority granted to Director of Community Energy for procurement of power
supply products and Resource Adequacy products.

Approve acceptance of low carbon power products from PG&E’s hydroelectric and
nuclear generation plants.

Integrated Resource Plan and Power Procurement August 25, 2020

Approve two portfolios to be submitted to the CPUC as part of the 2020 Integrated
Resource Plan (IRP) to enable SJCE to meet its 2020 IRP compliance obligation.

Increase authority granted to Director of Community Energy for procurement of:

o San José Clean Energy’s anticipated power needs in 2021

o 80 percent of San José Clean Energy’s anticipated power needs in 2022 and
2023

o 20 percent of San José Clean Energy’s anticipated power needs 2024-2032

Procurement authority allowing for SJICE to enter into long-term agreement for 225 MW
of wind power and an additional 100 MW of solar power and 50 MW of storage.

2021 Power Mix and Rates November 17, 2020

Adopt a resolution establishing a power mix of at least 40 percent renewable energy for
SJCE’s GreenSource base product beginning January 1, 2021 provided that:

e In 2021 GreenSource is priced at an initial twenty-five hundredths percent
discount with flexibility to vary the discount between zero percent and one
percent for all customers relative to PG&E generation rates after accounting for
the franchise fee surcharge and Power Charge Indifference Adjustment (PCIA).

e SJCE’s 100 percent renewable TotalGreen product will continue to be 0.5-1 cent
per KWh higher than GreenSource

Authorize the City Manager to prepare and submit an Advice Letter to the CPUC to
administer the Disadvantaged Communities-Green Tariff (DAC-GT) program.


https://www.sanjoseca.gov/home/showpublisheddocument?id=54545
https://www.sanjoseca.gov/home/showpublisheddocument?id=54545
https://www.sanjoseca.gov/home/showpublisheddocument?id=58044
https://www.sanjoseca.gov/home/showpublisheddocument?id=58044
https://www.sanjoseca.gov/home/showpublisheddocument?id=58044
https://www.sanjoseca.gov/home/showpublisheddocument?id=58044
http://sanjose.legistar.com/gateway.aspx?M=F&ID=bae20333-71a4-4c3c-b906-9ee9fdb463a4.pdf
http://sanjose.legistar.com/gateway.aspx?M=F&ID=bae20333-71a4-4c3c-b906-9ee9fdb463a4.pdf
https://www.sanjoseca.gov/home/showpublisheddocument?id=66809
https://www.sanjoseca.gov/home/showpublisheddocument?id=66809
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Status Update: Beginning January 1, 2021, the GreenSource base product offered at least
40 percent renewable energy at a twenty-five hundredths percent discount relative to
PG&E. Staff submitted DAC-GT Advice Letter in December 2020.

Risk Management

Risk Management Policy (ERMP)

On November 7, 2017 the City Council approved Ordinance 30028 to add Title 26 to the San
José Municipal Code to establish operational parameters for SJICE, including an obligation to
prepare an Energy Risk Management Policy. The goals of the SJICE ERMP are to serve SICE
customers’ needs, subject to Council-approved risk tolerance limits, provide as much energy
supply cost certainty as possible for SICE’s customers while maintaining a least-cost supply
portfolio, and to meet all portfolio objectives such as renewable energy content and greenhouse
gas-free supplies. See the Energy Risk Management Policy (ERMP) Memo, Resolution No.
78574, which describes the Council adopted details of the policy.

Risk Oversight Committee (ROC)

The ERMP calls for the creation of a Risk Oversight Committee (ROC) to assist and oversee
SJCE. The ROC is comprised of seven voting members: a City Manager Representative; the
Director of Community Energy; the Director of Finance; the City Manager’s Budget Office
Director; The City’s Risk Manager; the Community Energy Deputy Director of Power
Resources; the Community Energy Division Manager of Risk Management, Contracts and
Administration. The City Attorney advises ROC members and staff to ensure compliance the
policy and regulations as well as federal and state laws. The ROC held 20 meetings in 2019 and
19 meetings in 2020.

All ROC members and SJCE staff are required to comply with rules promulgated by the State of
California, CPUC, California Energy Commission, Federal Energy Regulatory Commission
(FERC), Commodity Futures Trading Commission (CFTC), and other regulatory agencies. ROC
general items of discussion are typically related to procurement authority approvals, counterparty
approvals, credit and collateral limits, product approvals, financial reports, performance reports,
and portfolio management.

ROC responsibilities and delegated authorities are:

e Reviewing overall risk tolerance thresholds related to VVolumetric Risk, Price Risk,
Counterparty Credit Risk, Regulatory and Political Risk, Operational Risk, Market Risk,
Legal Risk, Concentration Risk, Liquidity Risk, Custodial Credit Risk and Business Risk

¢ Reviewing Management Reports

e Reviewing and approving variance requests to the ERMP and the Regulations, and
Exception Reports to the Regulations

e Reviewing and recommending changes to ERMP policies prior to Council approval.
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e Recommending appropriate cash reserve levels to support SICE’s Approved Product
transaction activities

e Reviewing and assessing the adequacy of the risk reports generated by the middle office.

e Reviewing and recommending appropriate transaction authority levels and delegation of
authority to SJICE personnel, Approved Product transactions and controls; including the
addition of new products and instruments as described in the Regulations.

e Reviewing, recommending, and approving other changes to the Energy Risk
Management Regulations.

Energy Risk Management Regulations

The Energy Risk Management Regulations (ERMR) document provides more details on the
roles, strategies, controls, and authorities described in the Risk Management Policy. ERMR
should be read in conjunction with the ERMP and provides details on SJICE’s comprehensive
energy risk management program. The ERMR regulations were first drafted in 2018. The ROC
finalized and adopted the regulations on October 3, 2019. As strategies and best practices
change over time it is important to continuously update this document. The ERMR are reviewed
annually and were revised most recently on November 19, 2020.

/sl
LORI MITCHELL

Director, Community Energy Department

For questions, please contact Lori Mitchell, Director of Community Energy Department, at (408)
535-4880.



