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DECISION ACCEPTING DRAFT 2016 RENEWABLES PORTFOLIO
STANDARD PROCUREMENT PLANS

Summary
Pursuant to the authority provided in Pub. Util. Code § 399.13(a)(1),"

today’s decision accepts, with some modifications noted, the draft 2016
Renewables Portfolio Standard (RPS) Procurement Plans, including the related
solicitation protocols, filed by Pacific Gas and Electric Company (PG&E),
Southern California Edison Company (SCE), and San Diego Gas & Electric
Company (SDG&E).

We direct PG&E, SCE, and SDG&E to file their final 2016 RPS Procurement
Plans pursuant to the 2016 solicitation schedule adopted herein.

This decision also accepts the draft 2016 RPS Procurement Plans filed by
the following parties:

Electric Service Providers (ESPs): 3 Phases Renewables, Calpine
PowerAmerica-CA, LLC’s, Commerce Energy, Inc., Commercial Energy of
California, Constellation NewEnergy, Inc., Direct Energy Business LLC, EDF
Industrial Power Services, LLC, Gexa Energy California, LLC, Liberty Power
Holdings, LLC, Noble Americas Energy Solutions LLC, Palmco Power CA, LLC,
Pilot Power Group, Inc., Shell Energy North America (US), L.P., The Regents of

the University of California, and Tiger Natural Gas, Inc.

1 Pub. Util. Code § 399.13(a)(1) orders the Commission to “direct each electric corporation to
annually prepare a renewable energy procurement plan...to satisfy its obligations under the
renewables portfolio standard.” As well as “require other retail sellers to prepare and submit
renewable energy procurement plans...” All subsequent code section references are to the
Public Utilities Code unless otherwise indicated.
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Community Choice Aggregators (CCAs): Marin Clean Energy, Sonoma
Clean Power Authority, Peninsula Clean Energy, CleanPowerSF, and Lancaster
Choice Energy.

Small and Multi-jurisdictional Utilities: Bear Valley, PacifiCorp, and
Liberty Utilities (CalPeco).

This proceeding remains open.

1. Procedural Background

The Commission has adopted a framework for consideration of RPS
Procurement Plans for electric corporations in prior decisions. The most recent
decision is D.15-12-025.2 Consistent with the general process referred to in
D.15-12-025, other prior Commission decisions, and the requirements in Senate
Bill (SB) 350, the parties were required to file their proposed RPS Procurement
Plans for 2016 and to set forth the information required therein.

In accordance with the May 17, 2016 Assigned Commissioner and
Assigned Administrative Law Judge’s Ruling (ACR) identifying the issues and
schedule for review of the 2016 RPS Plans and the subsequent extension of time,
the following parties submitted their draft 2016 RPS Procurement Plans on
August 8, 2016:

2 Decision Accepting 2015 Renewables Portfolio Standard Procurement Plans (December 17, 2015). In
D.15-12-025, the Commission adopted RPS Procurement Plans for the year 2015.

3 SB 350 (De Leon, Stats. 2015, ch.547).
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Investor-Owned Ultilities (IOUs): Southern California Edison Company
(SCE),* San Diego Gas & Electric Company (SDG&E), and Pacific Gas & Electric
Company (PG&E);

Electric Service Providers (ESPs): 3 Phases Renewables, Calpine
PowerAmerica-CA, LLC’s, Commerce Energy, Inc., Commercial Energy of
California, Constellation NewEnergy, Inc., Direct Energy Business LLC, LLC,
EDF Industrial Power Services, LLC, Gexa Energy California, LLC, Liberty
Power Holdings, LLC, Noble Americas Energy Solutions LLC, Palmco Power
CA, LLC, Pilot Power Group, Inc., Shell Energy North America (US), L.P. (Shell
Energy), The Regents of the University of California, and Tiger Natural Gas, Inc.

Community Choice Aggregators (CCA): Marin Clean Energy, Sonoma
Clean Power Authority, Peninsula Clean Energy, CleanPowerSF, and Lancaster
Choice Energy.

Small and Multi-Jurisdictional Utilities: Bear Valley, PacifiCorp, and
Liberty Utilities (CalPeCo).

The following parties submitted comments on September 1, 2016:
Independent Energy Producers Association (IEPA), Joint Parties (California
Biomass Energy Alliance (CBEA), California Wind Energy Association
(CalWEA), Calpine Corporation, Geothermal Energy Alliance (GEA), and
Ormat), Joint Utilities (SDG&E, PG&E, and SCE), Large-Scale Solar Association,
and Office of Ratepayer Advocates (ORA).

The following parties submitted reply comments on September 16, 2016:
PG&E, SDG&E, SCE, ORA, LSA, Shell Energy, CalWEA, the Alliance for Retail

4 On September 30, 2016, SCE filed a motion to update its 2016 RPS Plan in order to include an
Appendix | (all elements of the pro forma Renewable Energy Credits [REC] Sales Agreement).



R.15-02-020 ALJ/RIM/AES/avs PROPOSED DECISION

Energy Markets (AReM), and Marin Clean Energy, Sonoma Clean Power
Authority, and Lancaster Choice Energy (CCA Parties).

For the period covered by the 2015 RPS Procurement Plans, only SCE
conducted an annual RPS solicitation. All three large IOUs continued to procure
through their feed-in tariff (renewable market adjusting tariff (ReMAT) program
and renewable auction mechanism (RAM) programs. The most recent RAM
auction was the last and final authorized RAM auction.> A total of 1,405 MW
was authorized to be procured through six RAM auctions, which resulted in a
total of 1,532 MW of approved contracts. Given the overall success of the
program and the authorization provided in D.14-11-042 for the use of RAM as a
procurement tool or process, we anticipate RAM to be continued to be used as a
procurement option within the annual RPS procurement plan process.
Additionally, if the need arises, the Commission could authorize additional

auctions, for instance if there are additional RAM contract terminations.

2. General Requirements for 2016 RPS Procurement
Plans

The Order Instituting Rulemaking (OIR) initiating this proceeding was
adopted by the Commission on February 26, 2015. An initial prehearing
conference was held on April 16, 2015.

5 Pursuant to D.14-11-042, PG&E is still required to conduct two more RAM auctions for solar
PV resources.

6 The differential in authorized versus the amount procured was due to SDG&E procuring
approximately 40 percent of its target. Decision (D.) 10-12-048 at 31 and Ordering Paragraph 1
requires subscribed amounts that drop out of the RAM program be brought to subsequent
auctions. As a result, the amount approved by the Commission (1532 MW) is higher than what
is ultimately authorized (1405 MW).
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In D.12-11-016, the Commission refined the RPS procurement process as
part of its implementation of SB 2 (1X) (Simitian, Stats. 2011, ch.1). The
Commission has now implemented SB 2 (1X)” in several Commission decisions,
including D.11-12-020,8 D.11-12-052,° D.12-05-035,%0 D.12-06-038,* D.13-05-034,12
D.14-12-023,13 and D.15-12-025. These Commission decisions contain directives
that require modifications to the RPS procurement process. Compliance with
those directives when developing all future RPS procurement plans is required.
The details of these decisions are not repeated here.

More recently, SB 350 (De Ledn, 2015) modified the RPS program,
including changes to RPS procurement rules (e.g., increase in the RPS
procurement requirement, additional compliance periods, and modification of
RPS procurement rules). While the Commission is in the early stages of

implementation,'* some of the RPS aspects of SB 350 could apply to procurement

7 SB 2 (1X) (Simitian, Stats. 2011, ch.1).

8 Decision Setting Procurement Quantity Requirements for Retail Sellers for the Renewables Portfolio
Standard Program, December 1, 2011.

9 Decision Implementing Portfolio Content Categories for the Renewables Portfolio Standard Program,
December 15, 2011.

10" Decision Revising Feed-In Tariff Program, Implementing Amendments to § 399.20 Enacted by

SB 380, SB 32, and SB 2 (1X), and Denying Petition for Modification of D.07-07-027, May 24, 2012.
D.13-01-041 denied rehearing of D.12-05-035 as modified, Order Modifying Decision

(D.) 12-05-025, and Denying Rehearing of Decision, as Modified, January 24, 2013.

1 Decision Setting Compliance Rules for the Renewable Portfolio Standard Program, June 21, 2012.

12 Decision Adopting Joint Standard Contract for Section 399.20 Feed-In Tariff Program and Granting,
in Part, Petitions for Modification of Decision 12-05-035, May 23, 2013.

13 Decision Setting Enforcement Rules for the Renewables Portfolio Standard Program, Implementing
Assembly Bill 2187, and Denying Petitions for Modification of Decision 12-06-038, December 4, 2014.

14 Administrative Law Judge’s Ruling Requesting Comment on Implementation of Elements of Senate
Bill 350 Relating to Procurement under the California Renewables Portfolio Standard, April 14, 2016.
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covered by the 2016 RPS Procurement Plans. Thus, the May 17, 2016 ACR
instructed that the proposed 2016 RPS Procurement Plans should reasonably
reflect recent statutory changes. For example, if the retail seller intends to
procure more short-term contracts and comply with Pub. Util. Code § 399.13(b)
beginning January 1, 2017, then its 2016 RPS Procurement Plan should clearly
reflect that intended procurement and intended compliance. In order to align
their procurement planning with the changes made by SB 350, any retail sellers
whose draft procurement plans do not include an assumption that the
procurement quantity requirement will be at least 50% of retail sales beginning in
2031 should revise their plans to include that assumption.

Consistent with the Commission’s decisions and applicable legislative
changes, compliance with all of the requirements set forth in the ACR is required
by the IOUs. The ACR also stated that small and multi-jurisdictional utilities are
subject to a subset of the requirements the ACR identified. ESPs and CCAs are

also subject to a subset of these requirements.

3. Utilities Subject to Pub. Util. Code § 399.17

RPS procurement requirements for multi-jurisdictional utilities and their
successors’S allow these utilities to meet their RPS procurement obligations
without regard to the portfolio content category limitations in Pub. Util. Code
§ 399.16.16 Multi-jurisdictional utilities, i.e., PacifiCorp, also have the ability to

use an Integrated Resource Plan (IRP) prepared for regulatory agencies in other

15 PacifiCorp is a multi-jurisdictional utility for RPS purposes. Liberty Utilities LLC is a
successor entity under § 399.17 and not a multi-jurisdictional utility because it has customers
only in California.

16 §399.17(b).
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states to satisfy the annual RPS Procurement Plan requirement so long as the IRP
complies with the requirements specified in Pub. Util. Code § 399.17(d).
PacifiCorp prepares its IRP on a biennial schedule, filing its plan in odd
numbered years. It files a supplement to this plan in even numbered years.

As required by D.08-05-029, PacifiCorp must file and serve its IRP in
Rulemaking (R.) 06-05-027 or its successor proceeding at the same time it files
with the jurisdictions requiring the IRP, and an IRP Supplement within 30 days
of filing its IRP. PacifiCorp filed its 2015 IRP on March 31, 2015, and its “on
year” supplement to its 2015 IRP on April 30, 2015. Pursuant to D.11-04-030,
PacifiCorp was instructed to file a comprehensive supplement this year since it
did not file its IRP this year.” PacifiCorp filed this off-year supplement in timely
fashion on July 15, 2016.

Liberty Utilities LLC (Liberty), on the other hand, does not prepare an IRP
since it is not subject to the jurisdiction of another state. We, therefore, required
it to prepare an RPS Procurement Plan subject to the same requirements as a

small utility under Pub. Util. Code § 399.18.

4, Utilities Subject to § 399.18
Pub. Util. Code § 399.18(b)!8 allows a small utility to meet the RPS

procurement obligations without regard to the portfolio content category

limitations in Pub. Util. Code § 399.16.

17 In years that PacifiCorp does not file an IRP, a supplement is filed by July 15. This
supplement is to include an analysis of how the IRP and supplement comply with the
requirements in § 399.17(d).

18 §399.18(a)(1) describes Bear Valley Electric Service; § 399.18(a)(2) describes the former
Mountain Utilities. Mountain Ultilities was purchased by Kirkwood Public Utility per

Footnote continued on next page
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A small utility must file a procurement plan pursuant to Pub. Util. Code
§ 399.13(a)(5), but it should be tailored to the limited customer base and the
limited resources of a small utility.

Accordingly, we required Bear Valley Electric Service (BVES), as well as
Liberty to prepare an RPS Procurement Plan providing the information required

in Sections 6.1-6.8 and 6.12-6.14 of the May 17, 2016 ACR.

5. Electric Service Providers and Community Choice
Aggregators

SB 350 revised the Commission’s requirements regarding what entities it
shall direct to file RPS Procurement Plans. ESPs and CCAs must now file RPS
Procurement Plans consistent with the requirements of Pub. Util. Code
§ 399.13(a)(5). Therefore, we required each ESP and CCA to file a proposed RPS
Procurement Plan that complies with the requirements of sections 6.1-6.5, 6.7, 6.8,

and 6.12-6.14 of the ACR.

6. Specific Requirements for 2016 RPS Procurement
Plans

As indicated in the May 17, 2016 ACR, the 2016 Procurement Plans must
include all information required by statute, as well as quantitative analysis
supporting the retail seller’s assessment of its portfolio and future procurement
decisions. The ACR identified the following information for inclusion in the 2016
Procurements Plans:

e  Assessment of RPS Portfolio Supplies and Demand
(Section 6.1);

e  Project Development Status Update (Section 6.2);

D.11-06-032. Mountain Ultilities is no longer considered a retail seller subject to the
Commission's RPS jurisdiction.
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Potential Compliance Delays (Section 6.3);
Risk Assessment (Section 6.4);
Quantification Information (Section 6.5);
“Minimum Margin” of Procurement (6.6);

Bid Solicitation Proposal, Including Least-Cost Best-Fit
Methodologies (6.7);

Workforce Development (6.7.1.);

Disadvantaged Communities (6.7.2);

Consideration of Price Adjustment Mechanisms (6.8);
Curtailment Frequency, Costs, and Forecasting (6.9);
California Tree Mortality Emergency Proclamation (6.10);
Expiring Contracts (6.11);

Cost Quantification (6.8 [sic]);

Important Changes to Plans Noted (6.12);

Redlined Copy of Plans Required (6.13); and

Safety Considerations (6.14).

In the ACR, we set forth the requirement that Responses to all sections set

forth therein, except Sections 6.5 and 6.11, shall be provided qualitatively in

writing. Responses to Section 6.5 shall be provided in a numerical/quantitative

format to support the written responses to Sections 6.1-6.4, and 6.6. The

information in the Procurement Plans should be non-confidential, to the greatest

extent possible, and all sources of information must be identified with citations,

if any. All assumptions underlying these responses must be clearly stated.

The ACR also instructed the parties that all of the proposed 2016 RPS

Procurement Plans must achieve the following:

-10 -
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1. Describe the overall plan for procuring RPS resources for
the purposes of satisfying the RPS program requirements
while minimizing cost and maximizing value to
ratepayers. This includes, but is not limited to, any plans
for building utility-owned resources, investing in
renewable resources, and engaging in the sales of RPS
eligible resources.

2. The various aspects of the plans themselves must be
consistent. For instance, the bid solicitation protocol
should be consistent with any statements and calculations
regarding a utility’s renewable net short position.!”

3. The plans should be complete in describing and addressing
procurement (and sales) of RPS eligible resources such that
the Commission may accept or reject proposed contracts
based on consistency with the approved plan, including
any calculation of RPS procurement net short position.2

4. 10Us should work collaboratively to make the format of
the plans as uniform as possible to enable parties, bidders,
and the Commission to easily access, review and compare
the plans.

All plan elements should comply with the requirements set out in

Section 2.

7. PG&E’s RPS Procurement Plan
7.1. Summary?’
Given its current RPS compliance position, PG&E has proposed in its 2016

RPS Plan not to hold an RPS procurement solicitation for the 2016 solicitation

cycle. PG&E believes it has sufficient time in the coming years to respond to

19° As of the date of this ruling, the methodology can be found at the May 21, 2014 ruling,
Administrative Law Judge’s Ruling on Renewable Net Short.

20 Section 399.13(d)
21 PG&E’s 2016 RPS Plan.

-11 -
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changing market, load forecast, or regulatory conditions and will reassess the

need for procurement solicitations in future RPS Plans.

7.2. Assessment of RPS Portfolio Supplies and
Demand®

7.21. Supply

PG&E claims it delivered 29.5% of its power from RPS-eligible renewable
sources in 2015. PG&E projects that it is positioned to meet its RPS compliance
requirements for the second (2014-2016), third (2017-2020), and fourth
(2021-2024) compliance periods and will not have incremental RPS physical need

until at least 2026.
PG&E’s existing RPS portfolio is comprised of a variety of technologies,

project sizes, and contract types. The portfolio includes approximately 8,000
megawatts (MWs) of active projects, ranging from utility-owned solar and small
hydro generation to long-term RPS contracts for large wind, geothermal, solar,

and biomass to small FIT contracts for solar PV, biogas, and biomass generation.

PG&E believes that the Green Tariff Shared Renewables Program (GTSR)
also has an impact on its supply analysis. In February 2015, PG&E filed an
advice letter containing its plans for advance procurement for the GTSR Program
and identifying the eligible census tracts for environmental justice projects in its
service territories.? In May 2015, together with SCE and SDG&E, PG&E
submitted a Joint Procurement Implementation Advice Letter, addressing each

utility’s plans for ongoing GTSR Program procurement and RPS resource and

22 Id., at 9.
23 PG&E Advice Letter 4593-E (supplemented March 25, 2015).

-12 -
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Renewable Energy Credit (“REC”) separation and tracking.?* The Joint
Procurement Implementation Advice Letter and supplemental filing became
effective on November 20, 2015.

PG&E also filed a Marketing Implementation Advice Letter? and a
Customer-Side Implementation Advice Letter2e with details regarding
implementation. The Marketing Implementation Advice Letter and
supplemental filing became effective on October 1, 2015, and the Customer-Side
Advice Letter and supplemental filing became effective on November 20, 2015.

In addition, to accommodate GTSR procurement, PG&E filed Advice
Letter 4605-E to change its RAM 6 Power Purchase Agreements (“PPA”) and
RFO instructions, consistent with the minimum goals for 2015 identified in
D.15-01-051.27 Advice Letter 4605-E was approved via a Disposition Letter dated
June 17, 2015.

On July 7, 2015, PG&E launched its RAM 6 solicitation seeking 50 MW for
the GTSR Program. In December and January 2016, PG&E executed eight GTSR
Program PPAs for a total of 52.75 MW, which were filed for approval as part of
Advice Letter 4780-E on January 22, 2016. The facilities pursuant to these PPAs
are currently under development and their status is included in the Project
Development Status Update section.

In PG&E's estimation, the GTSR Program will impact its RPS position in
two ways: RPS supply may be affected, and retail sales will be reduced

24 Advice Letter 4637-E.
25 Advice Letter 4638-E.
26 Advice Letter 4639-E.
27 See D.15-01-051, Section 4.2.4, at 25-28.
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corresponding to the level of program participation. D.15-01-051 permits the
IOUs to supply Green Tariff customers from an interim pool of existing RPS
resources until new dedicated Green Tariff projects come online. Generation
from these interim facilities would no longer be counted toward PG&E’s RPS
targets, which will result in PG&E’s RPS supply decreasing. However, there is
also a possibility that RPS supply might increase in the future if generation from

Green Tariff dedicated projects exceeds the demand of Green Tariff customers.
As for lessons learned and market trends, PG&E notes that the renewable

energy market has developed and now offers a variety of technologies at lower
prices than seen in earlier RPS Program years. PG&E has also observed the
growth of renewable resources in the California Independent System Operator
(CAISO) system has resulted in the downward movement of mid-day market
prices. PG&E has also observed that the growth of renewable resources has
produced operational challenges such as over generation situations and negative
market prices. PG&E asks for provisions that will provide it with greater

flexibility to bid RPS-eligible resources into the CAISO market.

7.2.2. Demand

Because PG&E claims it has no incremental procurement need under a
50% RPS requirement, it is proposing not to hold an RPS solicitation of the 2016
solicitation cycle. PG&E expects to continue procurement of additional volumes
of incremental RPS-eligible contracts in 2017 through mandated procurement
programs, such as the ReMAT, bioenergy renewable auction mechanism
(BioRAM), and bioenergy market adjusting tariff (BioMAT) Programes.

Also, due to claimed increasing impacts of Energy Efficiency,

customer-sited generation, Direct Access (DA) and CCA participation levels,
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PG&E is currently projecting a decrease in retail sales in 2016 and a continued

retail sales decrease through 2028, followed by modest growth thereafter.

7.3. Project Development Status Update2

PG&E provides an update on the development of RPS-eligible resources
currently under contract but not yet delivering energy in Appendix B to its Plan.

There are 117 RPS-eligible projects that were executed after 2002.
Eighty-three of these contracts have achieved full commercial operation and
started the delivery term under their PPAs. Thirty-four contracts have not
started the delivery term under their PPAs. Of the 34 contracts that have not
started the delivery term under their PPAs with PG&E: 26 have not yet started
construction; three have started construction, but are not yet online; four are
delivering energy, but have not yet started the delivery term under their PPAs,
and one contract is delivering energy under its current RPS contract expiring in

2016 and will be starting the delivery term under a new RPS contract thereafter.
In addition, eight of the 117 total RPS-eligible projects are designated for

the GTSR Program. All eight projects have not yet started construction and are
expected to come online by April 2018.

7.4. Potential Compliance Delays?®

PG&E identifies two categories of potential compliance delays: (1)
obstacles for renewable project developers; and (2) how PG&E mitigates these
risks of compliance delay in its modeling and planning. As for the obstacles,
PG&E identifies the following: securing project financing, siting and permitting

projects, expanding transmission capacity, and interconnecting projects to the

28 PG&E’s 2016 RPS Plan at 21.
29 1d., at 22.
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grid. As aresult, PG&E states that its RPS need calculation incorporates a
minimum margin of procurement to account for some anticipated project failure
and delays in PG&E’s existing portfolio, which are captured in PG&E'’s
deterministic model.

7.5. Risk Assessment®

PG&E states that it models the demand-side risk of retail sales uncertainty
and the supply-side risks of generation variability, project failure, curtailment,
and project delays in quantitative analyses. Specifically, PG&E uses two
approaches to modeling risk: (1) a deterministic model which models three risks
(standard generation variability, project failure, and project delay); and (2) a
stochastic model which examines uncertain variables (retail sales uncertainty,
project failure variability, curtailment, and RPS generation variability). The
deterministic model tracks the expected values of PG&E’s RPS target and
deliveries to calculate a “physical net short,” which represents a point-estimate
forecast of PG&E’s RPS position and constitutes a minimum margin of
procurement, as required by the RPS statute. These deterministic results serve as
the primary inputs into the stochastic model. The stochastic model accounts for
additional compounded and interactive effects of various uncertain variables on
PG&E’s portfolio to suggest a procurement strategy at least cost within a
designated level of non-compliance risk. The stochastic model provides target
procurement volumes for each compliance period, which result in a designated
Bank (i.e. the banked volumes of excess procurement) size for each compliance

period. The Bank is then primarily utilized as Voluntary Margin of

30 Id., at 31.
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Over-procurement (VMOP) to mitigate dynamic risks and uncertainties and

ensure compliance with the RPS.

7.6. Quantitative Information3!

7.6.1. Deterministic Model Results

PG&E has provided the results from the deterministic model under a 50%
RPS target in Row Ga of Appendices C.1. and C.2. Appendix C.1 provides a
physical net short calculation using PG&E’s April 2016 Bundled Retail Sales
Forecast for years 2016-2020 and the LTPP sales forecast for 2021-2036.
Appendix C.2 relies on PG&E's internal Bundled Retail Sales Forecast. PG&E
currently estimates a long-term volumetric success rate of 100% for its portfolio
of executed-but-not-operational projects. The annual forecast failure rate used to
determine the long-term volumetric success rate is shown in Row Fbb of
Appendix C.2. In addition to the current long-term volumetric success rate,
Rows Ga and Gb of Appendix C.2 depict PG&E’s expected compliance position

using the current expected need scenario before application of the Bank.
As noted above, PG&E believes it is positioned to meet its second

(2014-2016), third (2017-2020), and fourth (2021-2024) compliance period RPS
requirements. Row Gb of Appendix C.1. in PG&E 2016 RPS Procurement Plan

provides the percentages for the forecasted compliance periods.

7.6.2. Stochastic Model Results

Because PG&E uses its stochastic model to inform its RPS procurement,
PG&E states it has created an Alternate RNS in Appendix C.2 for the 50% RPS
target. Yet, PG&E claims that Appendix C.1. provides an incomplete

31 Id., at 44.
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representation of PG&E’s optimized net short, as the formulas embedded in the
RNS form required by the ALJ RNS Ruling do not enable PG&E to capture its
stochastic modeling inputs and outputs. Rows Gd and Ge show the
stochastically-adjusted net short, which incorporates the risks and uncertainties

addressed in the stochastic model

7.7. Marg