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PG&E’sresponse to concerns about the transactions

Need

Redacte

PG&Has a need for RPSproduct in g and beyond; is currently procuring long-tem
bundled products for this need

These RECsare an alternative to a very srall arount of the volure PG&lBust procure
for the next decade

Deal structure

Transactions mirror the structure of the RPSstatute and corply with requirerents of the
banking provisions

SB2(1X) recognized the need for carpliance flexibility given the supply and derand
variability  mentioned above and allowed for the banking of qualified RECsto ninirize
custorer costs

RPSstrategy

Long tem bundled products are the priary means of neeting RPSobjectives

Redacted

These volures represent less than |F*°pf PG&E’stotal RPSrequirarent in between

Redacted

Low cost unbundled RECsfran long-tem contracts provide a significant  portfolio  benefit a
aneans of hedging against year-to-year variability in load and generation

Reduceprice pressure that could be created by short tem procurearent need

Redact Redacte

Consistent with e« |and |, RPSPlan decisions
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Transaction Details

PG&Hiled Advice Letters on Oct 10, 2013 seeking approval of [***“* |RECPurchase and Sale
Agreerents (“PSA”) for a total of approx.

Redacted

Redacted

* Fleeting Opportunity for Low Cost RPSProduct: The PSAprices and delivery profiles

reflect the market’s

- Approx. |2

Redact

ed

— Unbundled RECscannot be sold outside of the Cdignce Period

Redact RECs.

of the volure will

reaction to the cawliance period structure created by SB2 (1X)
be deliveredharfirst

Redacte

contract year and is carprised of|y and

in which they were generated.

This meant that the market was highly discounting [Redacted

— Remaining volure is spread out equally ovhe hext

RECsat the end of CP1

Redacted

year contract duration

—~ Aflat delivery schedule would have led to the avenadized price being[*®|as high as that of the
executed contracts

« Builds PG&E’dNecessary RPSBank

the PSAsare

which is neededto manage year-to-year

Reda
cted

In addition

arte

to offering very low cost RPSproduct,

years in duration and therefore can indirectly increase PG&E’sRPSbank,
variability in load and generation
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! Transaction Structures

result | of the
enefit

4 year duration are a direct
and seek to maximize custarer G

The PSAdelivery schedules over the
market dynamcs created by the legislation

Redacted

Redacted
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PG&E’sNeedfor an Adequate RPSBank

PG&Hhas a need for banked RPSvolures to manage RPScarpliance

Redacted

uncertainty post-

PG&E’dong-tem RPSstrategy is unchanged: The strategy continues to focus on
purchasing long-tem bundled product (Cat. 1) for meeting the majority of the RPS

requirarent

But PG&Ekeeds banked RPSvolures to manage year-to-year

uncertainty post-

Redacted | Dueto variability  in load and generation, it is essential

adequate bank of RECsto avoid:

that PG&laintain ar

— (1) over-procuring relatively expersivalled products for long-tem RPSneed; or

— (2) being subject to the narket at avanable the due taunforeseen shortfalls

Therefore, PG&Eamloyed snhulation nodeling of its portfolio

to detemne a

nmnmm__ bank size: Toevaluate the potential npact of key variables on PG&E’'set

short, PG&Rised a Monte Carlo shulation to detemne anminmm

bank size. The key variables included:

— Persistent npacts trends in retail sales and project failure

rates

necessary RPS

— Short-tem pacts that dot persist year-over-yeamannual generatiomnpredictability  and

curtaihrent  volures

PG&E’sanalysis indicated the need for amnmm bank of

' The distribution ~ of RPSdeliveries nminus RPStargets showedthat one ] )
standard deviation over 202025 is approx. 8,000 GWh Confidential Protected Material
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%A Additional Benefits of the PSAs

In addition to being a low cost dotiorbuilding PG&E’sRPSbank for post{fe®*
uncertainty, these PSAsoffer:

«  Small notional values The PSAshave very grall notional values in cavparison to
typical Cat. 1 transactions, which consist of significantly higher notional dollar valt
resulting fran products that include energy and capacity. The srall notional values o
PSAstranslate into low risk for custarers

«  Small volures : The PSAsresult in grall volures of RPSproduct

Including these PSAs, approx. Eti(fja of PG&E’gofatocurarent in CP1will consist of Cat. 3

RECs

« Knownprices and quantities : The PSAshave srall fixed prices and quantities that
offer cost and volure certainty whenplanning for RPScarpliance

» Diversification : The PSAsadd increvental volure of RPScaowpliance product without
increrentally  adding to operational challenges
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PSARECPrices vs. Avoided Cost of Alternative Procurarent

The weighted average cost of the PSARECsis approx.
REC-only price of alternative bundled procurerent

Redacte

of the npliec

(=B

To detemne if the PSARECswere the optiral
product to add to PG&E’sRPSbank, they were
carpared against future bundled procurarent
that could be avoided with these deals

Redacted

levelized REC price foi

PG&Eatpared the benefits of avoiding a | |- [
year bundled (Cat. 1) PPAIn [Redacte | with
deliveries starting in [**““* | against the cos
procuring the PSARECstoday

To create the nplied RECprice of the bundi
procurarent, PG&Ereated a log-norral
distribution  of expected levelized RECprices
using a set of assurptions about electricity
volatility, inflation  andmarginal bundled ¢

offers

Using the mean of the distribution, the nplied
RECprice for a bundled [ start vyear is

Redacted MWh
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