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Pioneer’s Rate Setting Principles

© Customer Understanding
Rates should be simple,
transparent and easily
understood

Revenue Sufficiency e
Rates must cover operating
expenses, debt service requirements
and prudent reserves

¢ Equity Among Customers
Rate differences among customers
should be justified by factors such as
usage characteristics and cost of
service

o Efficiency
Rates should encourage

conservation and efficient
use of energy

Rate Competitiveness ¢
Rates must allow Pioneer to
successfully retain and attract
customers

Rate Stability

Rate changes should be
minimized to reduce customer
billimpacts

Background on Energy Markets

» CAISO energy prices have almost doubled since the summer of 2020
« Rising energy prices translate into increased energy procurement costs for all load-serving
entities, including Pioneer. PG&E’s November 8, 2021, ERRA filing shows their generation
rate increasing approximately 36% while PCIA is set to decrease

» Higher energy prices have been driven primarily by market and regulatory changes

« Weather and Climate Change
« Changing Generation Stack and Fuel Supply Availability
« CPUC Regulatory Decisions

» The complexities found in the current energy markets have applied unprecedented
upward pressure on power supply prices
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Power supply costs are increasing across energy markets, and Pioneer is not immune
»  Power supply costs make up 92% of Pioneer’s total costs
» Pioneer’s layered hedging strategy has dampened the impact of these rising energy costs
in calendar year 2022 by over $41 million, despite incurring these higher costs

Projections assume current Pioneer generation rates through 2024

Under current conditions, revenues would need to increase for 2022 and beyond in order to
cover projected operating expenses

Do Nothing with rates is not an option

Projected Cash Balance

FY22 FY23 Fy24

mmmm Operating Surplus/(Deficit) = Cash Balance
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Upcoming Rate Timeline

* PG&E AET
Implementation

(increase to T&D rates, minimal
changes to generation rates)

* Current PCIA Levels
Maintained

« El Dorado County
Expansion

* PG&E ERRA Rates
Published

* PG&E ERRA

Implementation

* PG&E 2020 GRC Phase2

* Proposed Pioneer Rate

Updates

What Happens January 1, 20227

Pioneer will maintain current rates set in 2019

Total bill differential is attributed to variance in PG&E’s exit fees, based on timing of enroliment

El Dorado and Placerville customers will primarily be assigned to the 2021 vintage PCIA,

whereas the bulk of existing Placer County customers are currently assigned the 2017 vintage

The 2021 vintage is expected to be set higher than the 2017 vintage upon PG&E’s ERRA

implementation in March 2022

E-1 Residential
(Based on 500 kWh/month usage)

Placer
(2017 vn.)

El Dorado

(2021 vn.)

PG&E
(Bundled)

Generation Rate (S/kWh) $0.07719 $0.07719 $0.11418
*PG&E Delivery Rate ($/kWh) $0.17209 $0.17209 $0.17209
PG&E Surcharges (S/kWh) $0.04760 $0.02887 N/A
Total Electricity Cost ($/kWh) $0.29688 $0.27815 $0.28627
Average Monthly Bill ($) $148.44 $139.08 $143.14

*PG&E March 2021 JRC delivery rate used for illustrative purposes
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Need for Reserves

Power Supply Credit Rating Climate Events Participation Rat
- articipation Rate
Power Suppliers  Eytreme Heat Events .
Power Costs  getting tougher about  gpock Power Supply A Defined Service
Increased collateral Prices Territory but Not a
Economy  Dramatically and are Captive Customer
COVID variants Volatile Base
could shut down Battles ahead
economy
9
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“‘Boomerang” Effect

Another reason to build
reservesin 2022: If Power
Supply prices dive next year, a
“boomerang” or snap back of
the PCIAis possible

Proper reserves will help
mitigate this risk and keep us
competitive

10
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Option 1 - 12%/Parity
* Rates set to parity for the 2021 vintaged customers; lower PCIA levels result in an average
estimated discount of 12% for the 2017 vintaged customers
* Estimated $46mm reserve contribution (104 days COH)
* Each percentage point decrease in Pioneer’s rates, results in a =$2.1mm (5 days COH) revenue
decrease
($000) CY 2022
Operating Revenue $205,923
Operating Expense $159,791
Contribution Margin $46,132
Contribution Margin (%) 22%
Customer Savings $16,695
n
11
Option1:
E-1 Customer Bill Example — March 2022 |llustrative
E-1 Residential Placer El Dorado PG&E
(Based on 500 kWh/month usage) (2017 vn.) (2021 vn.) (Bundled)
Generation Rate (S/kWh) $0.12376 $0.12376 $0.15558
*PG&E Delivery Rate ($/kWh) $0.17209 $0.17209 $0.17209
PG&E Surcharges (S/kWh) $0.01271 $0.03182 N/A
Total Electricity Cost ($/kWh) $0.30856 $0.32767 $0.32767
Average Monthly Bill ($) $154.28 $163.84 $163.84
*PG&E March 2021 JRC delivery rate used for illustrative purposes
12
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Option 2 - 15%/3%

* Option 2 assumes Pioneer’s rates are set to a 3% discount relative to PG&E’s for the 2021
vintaged customers, resulting in an average estimated discount of 15% for the 2017 vintaged
customers

* Estimated $39mm reserve contribution (89 days COH)

($000) CY 2022

Operating Revenue $199,017
Operating Expense $159,791
Contribution Margin $39,226
Contribution Margin (%) 20%
Customer Savings $23,892

13
Option 2:
E-1 Customer Bill Example — March 2022 lllustrative
E-1 Residential Placer El Dorado PG&E
(Based on 500 kWh/month usage) (2017 vn.) (2021 vn.) (Bundled)
Generation Rate (S/kWh) $0.11909 $0.11909 $0.15558
*PG&E Delivery Rate ($/kWh) $0.17209 $0.17209 $0.17209
PG&E Surcharges (S/kWh) $0.01271 $0.03182 N/A
Total Electricity Cost ($/kWh) $0.30389 $0.32300 $0.32767
Average Monthly Bill ($) $151.95 $161.50 $163.84
*PG&E March 2021 JRC delivery rate used for illustrative purposes
14
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Option 3 - 18%/6% Balance

* Scenario 3 assumes Pioneer’s rates are set so that the projected reserve contributions would
be matched by customer savings for CY 2022

* Results in an estimated discount of 18% for 2017 vintaged customers and 6% for 2021 vintaged
customers on average

* Estimated $32mm reserve contribution (72 days COH)

($000) CY 2022

Operating Revenue $191,510
Operating Expense $159,791
Contribution Margin $31,720
Contribution Margin (%) 17%
Customer Savings $31,714

15
Option 3:
E-1 Customer Bill Example — March 2022 lllustrative
E-1 Residential Placer El Dorado PG&E
(Based on 500 kWh/month usage) (2017 vn.) (2021 vn.) (Bundled)
Generation Rate (S/kWh) $0.11402 $0.11402 $0.15558
*PG&E Delivery Rate ($/kWh) $0.17209 $0.17209 $0.17209
PG&E Surcharges (S/kWh) $0.01271 $0.03182 N/A
Total Electricity Cost ($/kWh) $0.29882 $0.31793 $0.32767
Average Monthly Bill ($) $149.41 $158.97 $163.84
*PG&E March 2021 JRC delivery rate used for illustrative purposes
16
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Summary of Options
. Placer El Dorado Heeer £l Dol Uizl Contribution RResenves
Option . . Ratepayer Ratepayer Ratepayer Target
Discount Discount to Reserves .
Value Value Value Achieved
Parity 12% 0% $15.8 million : $0.9 million : $16.7 million : $46.1 million FY23

15%/3% 15% 3%

Balance 18% 6%

$20.2 million

$25.0 million

$3.7 million

$6.7 million

$23.9 million

$31.7 million

$39.2 million

$31.7 million

FY23

FY24

17

Next Steps

Rate Schedules

Staff presents the rate
schedules at the next available
Board meeting upon
implementation

Goveming Board

Board decides on rates direction
and adopts Resolution

Audit & Finance
Committee

Rate options reviewed with
Committee

New Rates in Effect

March 1,2022 or 15 days after
the final rates are released

18
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