
M_e_m_o_ri_a_n_du_m_ 
 

 TO:  Core Disclosure Working Group FROM: Maria Öberg  
       
SUBJECT: Moody’s Ratings Surveillance Review 

of San José Clean Energy 
DATE: August 7, 2026 

 
              
 
Pursuant to the City’s Administrative Disclosure Policies and Procedures, the Finance Department is 
responsible for coordinating the response to rating agency inquiries and surveillance reviews. In May 
2026, Moody’s Ratings (Moody’s) reached out for a rating review on San José Clean Energy. The 
following outlines the process of the surveillance review: 
 
• On May 28, 2026, the Finance Department was contacted by Moody’s requesting a meeting to 

conduct a surveillance review of San José Clean Energy. 

• On June 15, 2026, Moody’s provided its questions to be covered in the meeting (Attachment A). 

• The meeting occurred via MS Teams on July 9, 2026, covering the topics presented in 
Attachment A. 

• On July 31, 2026, Moody’s published a credit opinion with an updated credit analysis for San 
José Clean Energy (Attachment B). Moody’s maintained the current long-term rating at ‘A2’ 
with a stable outlook. 

• On July 31, 2026, the Finance Department submitted to Moody’s the annual supplemental data 
worksheet for FY 2025 (Attachment C). 

 

 

 

 

   
For questions, please contact Qianyu Sun, Deputy Director of Finance – Debt and Treasury 
Management, at qianyu.sun@sanjoseca.gov or (408) 535-7832. 
 
 
 
 Maria Öberg  
 Director of Finance 
   
Attachment A – Questions from Moody’s 
Attachment B – Moody’s Credit Opinion 
Attachment C – Supplemental Data Worksheet 
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 Jennifer Maguire, City Manager 

Susana Alcala Wood, City Attorney 
Jim Shannon, Budget Director  
Maria Öberg, Director of Finance 
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Lori Mitchell Tanner Warner     
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Attachment A 

Moody’s Ratings Surveillance Questions 

Financial & Liquidity Strategy 

• How do you anticipate changes in cash reserves, operating income, or liquidity 
targets over the next 12–24 months? 

• What are your current and expected strategies for managing the rate stabilization 
reserve, including potential draws or contributions? 

• Do you foresee any need to access external liquidity facilities (e.g., commercial 
paper or revolving credit) in the near future? 

• How are you responding (if at all) to Power Charge Indifference Adjustment (PCIA) 
changes and PG&E rate changes, and how has this impacted your budget and rate 
setting? 

Customer Base & Load Trends 

• Are you expecting significant changes in customer count, load growth, or 
composition (residential/commercial/industrial) in light of electrification trends, 
data center development, or economic shifts? (I’m working off the CY25 disclosure 
about revenue mix and MWh sold) 

• Have there been any material changes in opt-out rates in the past year?  
• Do you anticipate any regulatory or competitive changes that could materially affect 

customer load or market share? 
• Have there been (or are you expecting) any impacts from the establishment of San 

Jose Power? 

Power Supply, Resource Adequacy & Contracting 

• How is your long-term contracted resource mix evolving to maintain California RPS 
and Resource Adequacy requirements—and are you confident in compliance going 
forward? 

• Are there major power supply or energy storage contracts expiring, under 
negotiation, or being executed in the next few years? How could these affect cost or 
risk? 

• How is the RA market right now? 

Rates, Cost Recovery & Rate-Setting Process 

• How will cost-of-service model updates, rate adjustments, or CPUC proceedings 
affect future rates and competitiveness relative to PG&E? 
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• What is the policy or framework for future rate increases if operating costs, PCIA, or 
RA costs rise unexpectedly? 

• Are you considering any changes to rate structures, customer programs, or 
incentives? 

Capital Structure, Debt & Credit Facilities 

• Are there any plans to issue long-term debt, renew credit facilities, or adjust capital 
structure in the next 1–3 years? 

• What was the reason for lowering the available credit with JPMorgan from $250m 
(aggregate) to $175m (aggregate)? 

• How has the 2024 prepay transaction been working out, and are there plans to 
participate in future prepay transactions? 

Governance, Risk, & Contingency Planning 

• How is the City of San José’s governance and support for SJCE expected to change, 
if at all, in the near future? 

• Are there material pending lawsuits, enforcement actions, or audit findings that 
could affect credit quality or financial flexibility? 

• Any changes with respect to San Jose Poer and thoughts around municipalization 
now or in the future? 

Forward-Looking Challenges & Opportunities 

• What are SJCE’s strategic priorities or major initiatives for the next few years (e.g., 
electrification, clean tech integration, customer programs)? 

• What challenges do you foresee for the agency in maintaining competitive rates, 
liquidity, and regulatory compliance? 

• Are there significant risks or opportunities (such as federal tax credit expirations, 
supply chain disruptions, or new procurement models) you are monitoring? 
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San Jose Clean Energy, CA 
Update to credit analysis 

Summary 
San Jose Clean Energy's (SJCE: A2 stable) credit profile is driven by the strength of its 

customer base and service area that is coterminous with the City of San Jose, CA (Aa1 

stable). SJCE’s customer base is predominantly residential by customer account numbers, but 

SJCE sells more of its energy and derives greater revenue from its commercial customers; just 

a small portion is attributable to industrial customers, and SJCE is not exposed to ratepayer 

concentration risk. 

As a single-jurisdiction CCA rather than a joint power agency (JPA) CCA, SJCE benefits from 

governance and ownership by the city, including authority over the unregulated rate-setting 

process, access to the city's liquidity, and linkage to the city’s oversight and experience 

managing other utility services such as water and sewer. Since SJCE’s inception, the city 

council has demonstrated a willingness to support necessary adjustments to maintain SJCE’s 

financial strength, including switching to a cost-of-service rate-setting model with regular 

rate adjustments, as well as providing liquidity support through a $75 million commercial 

paper program. 

SJCE's credit profile reflects its prudent approach to its power supply and risk management. 

SJCE’s power supply includes a fairly well-diversified portfolio across a mix of short-term 

(less than 3 years), medium-term (between 3 and 10 years) and long-term (greater than 

10 years) agreements. SJCE’s participation in the California Independent System Operator 

(CAISO) additionally provides for a diversity of potential suppliers and allows for engagement 

in short-term contracts for renewable energy supplies to balance and optimize its portfolio. 

The portfolio is in compliance with state renewable portfolio standards (RPS) and is expected 

to exceed state RPS targets through the end of the decade and beyond. 

SJCE’s financial metrics are satisfactory, having improved meaningfully following the 

aforementioned switch to a cost-of-service model in 2023 and benefitting from multiple 

external sources of liquidity. SJCE’s financial performance in 2025 was strong, with cash equal 

to 280 days (days cash on hand, DCOH). Management expects financial performance to 

moderate in the near term but remain solid, with unrestricted cash meeting or exceeding its 

180 DCOH target. 

SJCE has no outstanding long-term debt and currently has no borrowing plans. SJCE has 

participated in approximately $2.5 billion in electric prepay financings through the California 

Community Choice Financing Authority, with prepay transactions executed in 2024 and 

2026.
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Credit strengths 

» Strong service territory in the core of Silicon Valley with good mix of residential and commercial customers 

» Low opt-out rates 

» Strong support and integration with the City of San Jose 

Credit challenges 

» Significant exposure to wholesale power markets and challenging California regulatory environment 

» Overall rates are comparable to PG&E, the local utility, but can be higher given cost of service rate setting approach 

Rating outlook 
The stable outlook reflects expectations that SJCE’s service territory and customer base will remain strong and diversified, and that 

the utility will continue to manage its power procurement and rates in a prudent manner to ensure an adequate and growing liquidity 

profile. 

Factors that could lead to an upgrade 

» Sustained improvement of the CCA’s liquidity position comfortably above 300 DCOH 

» Demonstrated resilience and flexibility in response to market changes or economic weakness 

» More certain and favorable future treatment concerning the PCIA allocation that results in less pricing volatility or adequate cost 

allocation 

Factors that could lead to a downgrade 

» Changes in the arrangement between the City of San Jose and SJCE which reduces liquidity support for the CCA 

» Inability to manage power procurement market risk such that cost volatility, financial losses, customer under-collections or an 

increase in opt-out rates occurs 

» Significant and permanent load loss impacting SJCE’s ability to remain competitive 

» Reluctance or lack of willingness to raise rates such that SJCE’s liquidity falls below 120 DCOH 

» Changes to state policies that weaken CCAs’ competitive position 

Key indicators 

Exhibit 1 

San José Clean Energy Financial Indicators 

2021 2022 2023 2024 2025 

Operating Revenue ($'000) 280,388 351,099 515,503 542,262 523,506 

Operating Expenses ($'000) 292,129 332,727 386,965 414,729 458,344 

Available Cash and Investments ($'000) 5,020 60,806 166,814 271,350 352,051 

Adjusted Days Cash on Hand ($'000) 6 67 157 239 280 

Operating expenses are adjusted for non-cash pension and OPEB contributions. 
Source: Moody's Ratings 

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the issuer/deal page on https://ratings.moodys.com for the 

most updated credit rating action information and rating history.
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Profile 
San Jose Clean Energy is a community choice aggregator and enterprise of the City of San Jose, California. The program began service 

to residential and commercial customers in 2019 and provides energy supply options to customers within the city. The utility serves 

a residential population of approximately 1 million and 66,000 businesses across 350,000 accounts. SJCE procures power on behalf 

of its customers, with distribution services and billing performed by Pacific Gas & Electric Company (PG&E), a subsidiary of PG&E 

Corporation (Baa3 positive). By law, SJCE is an opt-out program where customers have the option of remaining PG&E bundled 

customers; opt-outs have been extremely low for SJCE, with a cumulative opt-out of less than 3%. Rates and charges are approved by 

the San Jose City Council and are not subject to approval by state or federal oversight bodies. 

Detailed credit considerations 
Revenue Generating Base 

SJCE's service territory is a credit strength, with a large, diverse and stable customer base within California's Silicon Valley. The city is 

home to a large body of highly skilled workers and a high-value-added manufacturing base that has historically supported strong wage 

growth. While the area economy is well-known for its ties to technology, manufacturing, education, healthcare and government are 

also industries that add stability to the regional economy. Despite slow population growth median incomes remain strong. 

SJCE's customer base is predominantly residential by the number of customer accounts, with SJCE reporting just 8% of its 350,000 

customer accounts identified as non-residential. From a revenue and load mix, however, their customer base is more balanced: in 

calendar year 2025, residential customers accounted for 45.2% of revenue, compared to 45.9% for commercial and 8.9% for industrial, 

with a similar proportion when measured by load (40.1%/49.4%/10.4%). 

Over the next five to ten years, SJCE's management expects data center development to meaningfully shift its long-term load and 

revenue and potentially increase its risk exposure to single customers. Currently, SJCE's ten largest customers represented less than 

10% of overall load and revenue. Like all CCAs, SJCE has some exposure to potential Direct Access (DA) risk, whereupon a customer 

is allowed to purchase electricity directly from an electric service provider (a non utility entity that offers electric service within the 

service territory of an investor owned utility). The amount of load eligible for the DA program is capped, limiting that size of potential 

risk. 

SJCE's resource risk management appears solid, with power purchases made under a mix of short-term, medium-term and long-

term contracts. By policy, the minimum and maximum coverage of projected load for the prompt year is between 70% and 125%, 

depending on the quarter, with nothing beyond the prompt year covered above 95%. CCAs in general run the risk of procuring more 

energy under long term contracts than is needed to serve their customers' load, in the event of a sudden load loss, or market changes 

which negatively impact customer retention. Although SJCE may be able to recuperate a portion of those costs by selling the energy 

into the wholesale power market, possibly at a loss, it would require some liquidity to potentially absorb those losses in the short term, 

or pass the costs on to customers which would impact its rate competitiveness. 

SJCE's portfolio is in compliance with state renewable portfolio standards (RPS) and is expected to exceed state RPS targets through the 

end of the decade and beyond. SJCE's resource mix is comprised primarily of wind, nuclear, solar and hydroelectric power, with a small 

portion attributable to biomass/biogas and geothermal. Of note, SJCE's exposure to nuclear is primarily from a voluntary allocation 

from PG&E via Diablo Canyon, with some reflective of the supply source when SJCE imports power from the Pacific Northwest.
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Single jurisdiction governance distinguishes San Jose Clean Energy among other Joint Action Agency CCAs 

For SJCE, a significant credit strength is its formation as a single jurisdiction CCA, rather than a JPA CCA. In many respects, a city-

operated CCA is similar to CCAs operated by JPAs in expanding clean energy choices. As a meaningful example of the benefits of its 

relationship with the city, at the end of fiscal 2021, in the wake of a challenging financial environment for SJCE, the city authorized a 

$95 million commercial paper program (subsequently reduced to $75 million in 2023) backed by the city's general fund in order to 

provide the utility substantial liquidity for the purchase of power and other operating costs. Additionally, the city council approved 

the switch to a cost-of-service model for SJCE, which allowed the utility to recoup its actual operating costs and improve its financial 

position. 

Another differentiating factor between a city-operated CCA such as SJCE and a JPA CCA is that in the event a city-operated CCA were 

to terminate its program, cost recovery of any power-related obligation or other costs would remain the responsibility of the city 

payable from CCA rate revenues. While not court-tested, we think the city obligation is similar to the well-established security afforded 

to other city-operated enterprises for their obligations. However, CCA obligations are not general obligations of the city. 

Financial Operations and Position 

SJCE's financial profile is strong, with regular improvements in liquidity each year since 2021. Fiscal 2025 showed strong net income 

of $73.8 million on operating revenue of $523.5 million, with ending available cash and investments of $352 million. Adjusted days 

cash on hand increased from just six days at the end of fiscal 2021 to 280 at the end of fiscal 2025. Given energy price volatility and 

an expected increase in power cost indifference adjustments (PCIA), SJCE expects to manage rates by dipping into its rate stabilization 

reserve, which it had grown to $106 million at the end of 2025; management reports they will likely end calendar year 2026 with $20-

$30 million in its rate stabilization fund. 

Although SJCE no longer benchmarks its rates to PG&E, its exposure to cost fluctuations from will remain a modest risk until the 

stranded costs are fully recovered. PCIA cost fluctuations are outside of SJCE's control but could potentially impact opt-out rates, 

though the experience of most CCAs - including SJCE - suggest that most customers are fairly “sticky”. The PCIA is determined by the 

California Public Utilities Commission (CPUC) and is intended to allocate costs between investor owned utilities and CCAs to fairly 

distribute stranded costs related to past generation investments made by PG&E on behalf of customers now served by SJCE. The PCIA 

is a line item on customers' bills that narrows the competitive margin between the bundled investor owned utility customer and a CCA 

customer that was previously an investor owned utility customer. 

SJCE's rates have been competitive with PG&E, with rates generally within +/-10%, including the period immediately after switching 

to a cost-of-service model (2023). We expect rates to remain competitive with PG&E, though meaningful sustained differences could 

effect our view of SJCE, particularly if it demonstrably impacts opt-out rates or utilization. Evidence to date seems to suggest most CCA 

customers in the region are not particularly sensitive to rate differentials, though broadly anticipated increases in electrification may 

affect that trend. 

Liquidity 

Liquidity for SJCE benefits from various external sources of liquidity, including access to a $75 million commercial paper program 

backed by the city's general fund, as well as a $125 million credit facility with JPMorgan Chase Bank. Liquidity needs are also aided 

by a $50 million unsecured credit limit with CAISO. Excluding these external sources, SJCE had $352 million in available cash and 

investments at the close of fiscal 2025, equal to about 280 DCOH. Long-term, we expect SJCE to remain at or above its 180 DCOH 

reserve balance target. 

Debt Structure 

SJCE has no long-term debt. It closed fiscal 2023 with $20 million in outstanding commercial paper, but that was repaid in early fiscal 

2024. SJCE has no plans to issue debt. SJCE has participated in electricity prepay transactions in 2024 and 2026, totaling nearly $2.5 

billion. Those bonds were issued through the California Community Choice Financing Authority and generate cost savings for the utility 

but do not create debt or debt-like obligations for it. 

Pensions and OPEB
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Pensions and OPEB are not material drivers of SJCE's credit profile. SJCE employees are members of a city sponsored and administered 

single employer defined benefit retirement system, FCERS. SJCE reported a net pension liability of $439,000 at the end of fiscal 2025. 

Under Moody's approach to evaluating pensions, including the use of a common discount rate, SJCE's adjusted net pension liability was 

$640,000.
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ESG considerations 

San Jose Clean Energy, CA's ESG credit impact score is CIS-2 

Exhibit 2 

ESG credit impact score 

Source: Moody's Ratings 

San José Clean Energy's credit impact score of CIS-2 reflects modestly elevated environmental risk exposure with neutral-to-low social 

and governance risks. 

Exhibit 3 

ESG issuer profile scores 

Source: Moody's Ratings 

Environmental 

E-3. Like many California community choice aggregators, SJCE has direct exposure to hydrological conditions in the state and region, 

as well as indirect exposure to wildfires. As a CCA, SJCE is well-positioned relative to other public power utilities with respect to carbon 

transition risk exposure. 

Social 

S-2. SJCE, typical of most CCAs, has active participation and relations with customers, an integral part of the CCA business model. 

Additionally, the CCA model is further supported by key state objectives to lower carbon emissions and to derive clean energy through 

renewable energy sources. 

Governance 

G-2. SJCE's rates are established by the city council of the City of San José but is not otherwise subject to state or federal approval. 

In 2023, SJCE switched from a rate tied to PG&E's rates to one driven by its cost of service. Beneficially for SJCE, state and municipal 

policymakers are on the same page in wanting to see the CCA model succeed as demonstrated by the statutory provisions enacted by 

California. 

ESG Issuer Profile Scores and Credit Impact Scores for the rated entity/transaction are available on Moodys.com. In order to view the 

latest scores, please click here to go to the landing page for the entity/transaction on MDC and view the ESG Scores section.
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Rating methodology and scorecard factors 
The principal methodology used in this rating was US Municipal Joint Action Agencies (All-Requirements). The A2 scorecard outcome 

matches SJCE's A2 issuer rating. The +0.5 notch reflects the liquidity support from the City of San José, while the -0.5 notch reflects the 

exposure of the CCA to wholesale power market risks. Given the absence of physical assets or debt, we assume an adjusted debt ratio 

of 100% and a fixed obligation charge coverage ratio of 1.1x. 

Exhibit 4 

San José Clean Energy Scorecard 

Factor Subfactor/Description Score Metric 

1. Participant Credit Quality and Cost Recovery 

Framework 

a) Weighted Average participant credit quality. Unregulated rate 

setting including participants. Cost recovery structure and 

governance. 

Aa2 

2. Resource Risk Management and Exposure to 

Environmental Regulation 

a) Resource Diversity. Asset quality and complexity. Resource 

supply contract terms and counterparty credit quality. Wholesale 

market purchase exposure 

A 

3. Competitiveness a) Cost competitiveness relative to regional peers A 

4. Financial Strength and Liquidity a) Adjusted days liquidity on hand 

(3-year avg) (days) 

Aa 226 

5. Leverage and Coverage a) Adjusted Debt ratio (3-year avg) (%) A 100% 

b) Fixed obligation charge coverage ratio 

(3-year avg) (x) 

Baa 1.10x 

6. Willingness to Recover Costs with Sound 

Financial Metrics 

a) Rate Setting Record. Timeliness of rate recovery. Stability and 

strength of financial metrics 

A 

Notching Conventions Notch 

1 - Contractual Structure and Legal Environment 0 

2- Participant Diversity and Concentration 0 

3 - Construction Risk 0 

4 - Debt Service Reserve, Debt Structure and Financial 

Engineering

0.5 

5 - Unmitigated Exposure to Wholesale Power Markets -0.5 

Scorecard Indicated Outcome:  A2 

Source: Moody's Ratings
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Attachment C 

7 World Trade Center at 250 Greenwich Street      
New York, NY  10007 

Fiscal Year 2025 Supplemental Worksheet (Power) 
I. CONTACT INFORMATION 

Person to whom questions about this form should be addressed: 
Institution: City of San José
Name and Title: Tanner SB Warner, Debt Adminsitrator 
Telephone: 408.535.7032 
Email: tanner.warner@sanjoseca.gov 

* Indicates defined term. Scroll over cell to view definition or click on cell to view definitions tab. 
Historical dataII. Revenues and Retail Rates 

*If data point not applicable please mark "N/A" 

A. Revenues ($000) FY 2023 FY 2024 FY 2025 
1. Wholesale (spot market sales)  N/A 

2. Wholesale (long-term contract) N/A 

3. Residential             228,514.47             227,325.57           213,287.99 

4. Industrial               48,259.78               44,079.15             45,981.70 

5. Commericial             240,559.52             253,014.14           245,268.35 

6. Total Revenue 517,333.77           524,418.86           504,538.04          

III.Debt Service Coverage - Bond Ordinance Accounting 

A. Net Revenues Available For Debt Service ($000)- Bond Ordinance Calculation

 

FY 2023 FY 2024 FY 2025 
1 Total revenues available for debt service as defined by the Bond Indenture             514,188.00             499,333.00           476,566.00 

2 Operating Expenses as defined by the Bond Indenture             386,187.00             413,395.00           457,392.00 

3 Pledged and available Net Revenues per bond indenture 128,001.00           85,938.00             19,174.00            

B. Debt Service Payments ($000) FY 2023 FY 2024 FY 2025 
1. Debt Service Payment - Principal and Interest and swaps - Senior Lien               41,895.00  N/A 

2. Debt Service Payment - Principal and Interest and swaps - Subordinate Lien  N/A 

3. Debt Service Payment - Principal and Interest and swaps - Commercial Paper or Third Lien  N/A 

Total Debt Service Payment - Principal and Interest and swaps 41,895.00              - - 

C. Bond Ordinance Accounting / Covenant Debt Service Coverage Ratio FY 2023 FY 2024 FY 2025 
1. Senior Lien Coverage (Bond Ordinance) (x) 3.06  N/A 

2. Senior And Sub Coverage (Bond Ordinance) (x)  N/A 

3. Total Coverage (Bond Ordinance) (x) 3.06  N/A 

D. Joint Action Agency Payments ($000) FY 2023 FY 2024 FY 2025 
1. JAA - Take-or-pay debt related part of total payment  N/A 

IV. Power Supply and Sales 

A. Primary Sales FY 2023 FY 2024 FY 2025 
1. Total Sales (mWh)         3,767,799.53          3,637,216.02       3,759,183.68 

2. Peak Demand (MW)                 1,161.97 924.66               1,037.54 

3. Wholesale Sales (mWh)  N/A 

B. Supplies FY 2023 FY 2024 FY 2025 

1. Net Generation (mWh)  N/A 

2. Purchased Power (mWh)         4,009,550.00          3,883,610.00       4,009,722.32 

3. Power Purchase Agreement (PPAs)       3,801,738.00 

4. Spot Market           207,984.32 

5 Power Supply - energy by fuel mix (mwh) 

Nuclear             925,049.00             892,251.00             43,501.36 

Coal  N/A 

Gas  N/A 

Wind         1,032,311.00          1,237,684.00       1,062,587.00 

Solar       1,314,740.00 

Other Renewable           104,119.00 

Other Carbon-Free           649,237.23 
V. Balance Sheet - Restricted Assets 

Please review  the breakdown of cash and investments by purpose/fund or fill out the portion below (please tie to audit balance sheet amount). 

FY 2023 FY 2024 FY 2025 
A. Unrestricted Cash and Investments ($000)             165,147.00             221,350.00           246,051.00 
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B. Discretionary Reserves ($000)                 1,667.00               50,000.00           106,000.00 

C. Construction Funds ($000)  N/A 

D. Debt Service and Debt Service Reserve Funds ($000)  N/A 

E. Other Assets                 5,801.00                 7,385.00               7,941.00 

Total Cash and Investments 172,615.00           278,735.00           359,992.00          
Information provided will be used in financial ratios and may become public information 

VI. Income Statement - Interest income 

Please review the breakdown of recognized interest income for GASB 72 Fair Value Measurement and GASB 87 Leases. 

FY 2023 FY 2024 FY 2025 
A. Traditional interest income earned on investments               9,060.00 

B. Interest income resulting from GASB 72 Fair Value Measurement  N/A 

C. Interest income resulting from GASB 87 Leases  N/A 

Total Interest Income (as shown on income statement) - - 9,060.00             
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