
Item 7.A 
 

Western Community Energy 
Joint Meeting of the  

Board of Directors and  
Technical Advisory Committee 

 
STAFF REPORT 

 
 

Subject: WCE Declaration of Fiscal Emergency 
 
Contact: David Wright, WRCOG Consultant, dwright@wrcog.us, (951) 405-6720 
 
Date: May 24, 2021  
 
 
The purpose of this item is to provide the Board an update on WCE’s fiscal standing and declaration of fiscal 
emergency. 
 
REQUESTED ACTION: 
 
1. Adopt Resolution No. 2021-09; A Resolution of the Board of Directors of Western Community Energy declaring 

a fiscal emergency.  
 
 
Background:  WCE was formed in 2018 and went through a lengthy process of preparing for implementation of its 
Community Choice Aggregation (CCA) program in April 2020, including entering into contracts for energy, Resource 
Adequacy (RA), and renewable energy portfolio requirements, and obtaining a $16 million credit facility to assist with 
posting collateral and funding operations.  In early 2020, based on the proforma that was prepared at the time and 
approved by its lender, WCE believed that it was in a good position for its roll out to customers and the 
implementation of a successful program.   What WCE did not know and had no way to prepare for were the multiple 
and ultimately disastrous events during its first year of operation.  
 
Concurrent with the initiation of operations, the COVID-19 pandemic created increased overall electric usage that 
stemmed from being on lock-down, as well as created hardships for those that could not pay their power bills.  In April 
2020, the Governor of California issued an order (which was later implemented by the California Public Utilities 
Commission) that no customers could be disconnected due to non-payment of their utility bills.  Delinquencies surged 
to five to ten times higher than industry standards, where they remain, having an impact on WCE of approximately $6 
million as of the date of this report.  The order prohibiting disconnections remains in effect through June 2021.   
 
In August 2020, California experienced an unprecedented heat event, which resulted in substantially higher power 
needs and a spike in the cost of energy.  Although WCE had procured 90% of its electricity needs for the summer of 
2020 (an industry standard for public utilities), the heat storm blew through the anticipated needs.  An additional $12 
million in energy costs were incurred throughout the 2020 summer season due to the unanticipated warm weather.  
Many of these costs were not known until November and December of 2020, as reconciliations and invoices from the 
California Independent System Operator (CAISO) continued to come in for payment. 
 
In an additional hit to WCE’s bottom line, a tightening of the requirements of the State of California for RA created a 
shortage in the market, significantly increasing the cost of regulatory compliance. 
 
Other CCAs and utilities in California experienced similar events and challenges, however, to weather the storm, they 
were able to draw on reserves that were built up over years of operation.  As WCE commenced operation during these 
shocks, it did not have the opportunity to build financial reserves and had no cushion to fall back on. 
 
In starting in December 2020 and continuing through January 2021, WCE began the process of re-evaluating its 
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financial proforma in the hope of seeking additional financing from its lender to cover some of the losses in 2020 and 
allow it to move forward.  However, in February 2021, the lender indicated that it would no longer allow WCE to draw 
under its existing line of credit until rate adjustments were made, putting further pressure on WCE’s cash flow.  In 
February 2021, a freeze hit Texas that had substantial repercussions on the electrical grid and energy prices and even 
had effects on the California energy market prices during the weather events.  This event has led to growing concern 
in the California market about summer energy prices in the event of a destabilizing heat event, particularly given that 
CAISO raised the real time market cap on energy prices from $1,000 to $2,000.  This increase substantially increases 
risk and exposure to price spikes in a heat event. 
 
In early spring 2021, WCE adjusted rates to recover the unanticipated costs from 2020 and anticipated higher costs for 
energy in 2021.   It further determined that until those rates would kick in to provide needed additional revenue, WCE 
required an additional $25 million in financing to get through the next two years while the cash flow was rebuilt.  WCE 
sought to obtain this financing from a combination of contributions / loans from its member agencies and lenders.  
The passage of the COVID-19 American Rescue Plan Act by Congress appeared particularly promising as the member 
agency loans could potentially be financed through these funds, particularly the losses related to the COVID-19 
delinquencies.   
 
WCE further determined that it needed to hire its own professional staff so WCE could stop relying almost exclusively 
on recommendations from consultants.  The reliance on consultants appeared to be a significant problem, particularly 
considering the decision not to purchase sufficient energy in advance for the summer 2021, which became apparent 
only after WCE staff conducted additional review of available power contracts.   
 
As the lack of adequate energy supplies for the summer of 2021 became clear, WCE initiated plans to cover the 
shortage.  At the time that WCE was moving to make these purchases in April 2021, the market for energy for the 
summer of 2021 was becoming increasing volatile (in part due to the concerns of a Texas-like crisis and spike in energy 
prices) and the revised proforma that was completed in March now had pricing expectations that were 25% below 
escalating market prices.  Instead of the $90 per MWh called for in the proforma, the costs had risen to $125.  This 
increased the cash flow requirements of WCE from an infusion of $25 million to over $40 million to make it through 
another year of operations.  Given the volatility in summer prices, additional cash flow in excess of $40 million could 
easily be required to respond to heat events.  
 
The final hit to WCE came in May 2021 with the release of the final Treasury Department guidelines on the use of 
COVID-19 American Rescue Plan funds.  While the actual legislation enacted by Congress seemed to indicate that 
ARPA funds could be used to assist WCE, any final decision on their actual use was dependent on the language in 
these guidelines.  Preliminary decisions with WCE members indicated that several of our members were amenable to 
using a portion of their ARPA allocation. Unfortunately, these guidelines tightened the requirements for COVID-19 
relief funding, significantly limiting the portion of the contributions / loans from member entities that could be 
financed with these funds.  At the same time, WCE’s lender indicated that it would not provide any bridge funding to 
get WCE through the financial crisis unless WCE member agencies agreed to provide $25 million in financing and a 
guarantee of repayment of the bridge funding.  At a time when many local governments are still recovering from the 
COVID-19 pandemic, obtaining this funding in time to keep WCE financially viable simply became untenable.  As of 
the time of this Board meeting, no WCE member agency has formally committed to provide funds to WCE, either 
through COVID-19 relief or other sources.  
 
WCE has an overall Fiscal Year 2021 budget of $125 million.  WCE operates in a format where all revenues are 
deposited into a lockbox and WCE can access those funds on the 20th of each month to pay creditors.  As of May 19, 
2021, WCE had $34 thousand in its operating bank account and $5.4 million in its lockbox account, the bulk of which 
was committed to payments to energy providers.  WCE is currently in default of more than $12 million in payment 
obligations to Southern California Edison (SCE) and another $5 million in payment obligations to other vendors.  This 
does not include the sums due to its lender for advances of $4 million and letters of credit in excess of $6 million.  
WCE has over $10 million in anticipated expenses by the end of May and is unable to cover its anticipated costs.  
WCE’s projected cash flows show deficits that reach individual monthly totals of up to $40 million over the next two 
years, and even then, only after raising customer rates by 15% to 30% in each of those years.  
 
WCE is generally not paying its debts as they become due.  Without an immediate injection of working capital, WCE 
will be unable to pay its bills as they become due.  Hence, a fiscal emergency exists that threatens WCE’s ability to 
continue operations.  WCE is continuing to seek sources of working capital, but at this point, WCE is prioritizing the 
payment of the providers who supply energy for its customers and payments to CAISO.   There is a separate item on 
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today’s agenda for the Board to consider authorizing its legal counsel to file a Chapter 9 Bankruptcy petition to give 
WCE additional time to explore remaining options to continue operations and if not, to allow WCE to wind down 
operations and initiate a sequenced and smooth transition of WCE customers back to SCE and an agreement with its 
creditors. 
 
 
PRIOR ACTION:  
 
None. 
 
FISCAL IMPACT: 
 
To be determined. 
 
ATTACHMENT: 
 
1. Resolution No. 2021-09; A Resolution of the Board of Directors of Western Community Energy declaring a 

fiscal emergency. 
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Item 7.A 
WCE Declaration of Fiscal 

Emergency 
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Resolution No. 2021-09; A 
Resolution of the Board of 

Directors of Western Community 
Energy declaring a fiscal 

emergency 
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RESOLUTION NUMBER 2021-09 
 

A RESOLUTION OF THE BOARD OF DIRECTORS   
OF WESTERN COMMUNITY ENERGY  
DECLARING A FISCAL EMERGENCY 

 
 
WHEREAS, Western Community Energy (“WCE”) is a joint powers authority that was formed 
on August 23, 2018, pursuant to the Western Community Energy Joint Powers Agreement 
(“JPA”); and 
 
WHEREAS, WCE commenced operations and delivery of electrical energy to the customers 
within its service area in April 2020; and 
 
WHEREAS, WCE has suffered a higher than anticipated delinquency rate as a result of the 
COVID-19 Pandemic, which delinquencies could not be addressed due to a moratorium on 
the shutoff of utility service to customers that has been extended through June 30, 2021; and 
 
WHEREAS, approximately 40% of WCE’s customer base is further enrolled in discount 
programs for low-income customers such as the California Alternate Rates for Energy 
(CARE), putting further pressure on WCE revenue and rates; and 
 
WHEREAS, WCE experienced significant and unexpected energy cost increases during the 
summer of 2020 as a result of an unprecedented heat wave that further placed WCE in a fiscal 
deficit; and 
 
WHEREAS, WCE adopted various rate increases in 2021 to address the delinquencies and 
increases in costs; and  
 
WHEREAS, WCE sought additional public and private financing to provide sufficient 
resources to purchase power for its customers until the rate increases adopted in 2021 could 
restore fiscal stability; and 
 
WHEREAS, the cost of purchasing power and complying with the requirements of the 
California Public Utilities Commission for Resource Adequacy has increased substantially 
heading into the third and fourth quarters of 2020, due to volatility in the California energy 
markets and uncertainty in the wake of the price spikes and volatility in Texas following a 
natural disaster in the first quarter of 2021; and 
 
WHEREAS, WCE has been unable to secure such additional financing, in part due to 
concerns with market stability going into the summer of 2021 and WCE has no financial 
reserves due to its recent commencement of operations; and 
 
WHEREAS, WCE has substantial payments in excess of its monthly revenue collection from 
customers that are past due, due, or about to become due in the next sixty days, and WCE has 
no fiscal capability to make such payments without the support of additional financing; and 
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WHEREAS, WCE has determined that it will be insolvent no later than the end of May 2021, 
and will not be able to pay for the energy necessary to serve its customers. 
 
 
NOW, THEREFORE, BE IT RESOLVED by the Board of Directors of Western Community 
Energy as follows:  
 
1. Findings 
 

The Board of Directors has determined that the recitals above are true and correct 
and makes the following findings: 
 
(a) WCE does not have sufficient financial resources to meet its fiscal 

obligations as they become due or to purchase power under current market 
conditions, including the inability to post collateral as required by power 
providers; and 
 

(b) WCE will not be able to provide power to supply its customers with 
electricity in the normal course of business within the next sixty (60) days. 

 
2. Declaration of Fiscal Emergency 
 

Based on the findings set forth in Section 1, the Board of Directors hereby declares 
that WCE is in a fiscal emergency and that such fiscal emergency jeopardizes the 
health, safety and well-being of the residents who receive electrical service from 
WCE within its service area by potentially depriving them of an essential utility 
service heading into the summer months when temperatures within the inland 
areas spike, resulting in peak demand for electrical power. 

 
 
PASSED AND ADOPTED at a special meeting of the Board of Directors of Western 
Community Energy held on May 24, 2021. 
 
 
 
________________________________    __________________________________ 
Todd Rigby, Chairperson Rick Bishop, Secretary 
Western Community Energy  Western Community Energy 
 
 
Approved as to form: 
 
 
________________________________ 
David Goodrich 
Western Community Energy Legal Counsel 
 
 
AYES:  _______ NAYS:  _______   ABSENT:  _______ ABSTAIN:  _______ 
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Item 7.B 
 

Western Community Energy 
Joint Meeting of the  

Board of Directors and  
Technical Advisory Committee 

 
STAFF REPORT 

 
 

Subject: Discussion and Consideration of Potential Bankruptcy 
 
Contact: Glen Price, Best Best & Krieger, gprice@bbklaw.com 
  
Date: May 24, 2021  
 
 
The purpose of this item is to discuss the potential of WCE bankruptcy and initiate a petition under Chapter 9 of the 
United States Bankruptcy Code. 
 
REQUESTED ACTION: 
 
1. Adopt Resolution No. 2021-10; A Resolution of the Board of Directors of Western Community Energy 

authorizing the filing of a petition under Chapter 9 of the Unites States Bankruptcy Code. 
 
 
WCE’s fiscal position, as described in the previous agenda report, has been fully assessed.  WCE Legal Counsel(s), Glen 
Price and David Goodrich, will discuss the consideration of filing a petition under Chapter 9 of the Unites States 
Bankruptcy Code. 
 
 
PRIOR ACTION:  
 
None. 
 
FISCAL IMPACT: 
 
To be determined. 
 
ATTACHMENT: 
 
1. Resolution No. 2021-10; A Resolution of the Board of Directors of Western Community Energy authorizing the 

filing of a petition under Chapter 9 of the United States Bankruptcy Code. 
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RESOLUTION NUMBER 2021-10 
 

A RESOLUTION OF THE BOARD OF DIRECTORS   
OF WESTERN COMMUNITY ENERGY  

AUTHORIZING THE FILING OF A PETITION UNDER CHAPTER 9 OF 
THE UNITED STATES BANKRUPTCY CODE 

 
 
WHEREAS, the Board of Directors of Western Community Energy (“WCE” or “Authority”), a 
California joint powers authority, has determined that the Authority faces an immediate and 
severe financial crisis and that no later than the end of May 2021, WCE will be unable to meet 
its financial obligations that are due or will become due; and 
 
WHEREAS, Government Code sections 53760 through 53760.7 (collectively, the "Act") 
authorize a local public entity to file a petition and exercise powers pursuant to applicable 
federal bankruptcy law, if the local public entity declares a fiscal emergency and adopts a 
resolution by a majority vote of the governing Board at a noticed public hearing that includes 
findings that the financial state of the local public entity jeopardizes the health, safety, or well-
being of the residents of the local public entity's jurisdiction or service area absent the 
protections of Chapter 9 of the United States Bankruptcy Code; and 
 
WHEREAS, by Resolution No. 2021-09 adopted on May 24, 2021, the Board of Directors 
declared a fiscal emergency and determined that it will be unable to pay its obligations that 
are due or will become due no later than May 30, 2021, and found that the financial state of the 
Authority jeopardizes the ability of the Authority to purchase power and therefore the health, 
safety, or well-being of the customers within its service area who receive electrical utility 
service and absent the protections of Chapter 9 of the United States Bankruptcy Code; and  
 
WHEREAS, Resolution No. 2021-10 was adopted after the Authority placed on the Authority's 
agenda on May 24, 2021, a noticed public meeting on the fiscal condition of the Authority to 
take public comment. 
 
NOW, THEREFORE, BE IT RESOLVED by the Board of Directors of Western Community 
Energy as follows:  
 
1. Findings 
 

The Board of Directors has determined that the recitals above are true and correct 
and makes the following findings: 

 
(a) Based on the analysis provided by Authority staff and legal counsel at its 

meeting on May 24, 2021, the Board determines that without restructuring 
WCE’s financial obligations through a Chapter 9 Bankruptcy case, the 
Authority will be insolvent no later than May 30, 2021, and will not be able to 
pay its obligations; and 
 

(b) That without the protections afforded by Chapter 9 of the Bankruptcy Code, 
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the Authority will be unable to purchase power, which would endanger the 
health, safety, and welfare of the customers of WCE by threatening the 
ability of WCE to provide utility service. 

 
2. Authorization to File Chapter 9 Petition 
 

(a) Based on the findings set forth in Section 1, the Board of Directors hereby 
declares that WCE is in a fiscal emergency and that such fiscal emergency 
jeopardizes the health, safety, and well-being of the residents who receive 
electrical service from WCE within its service area by potentially depriving 
them of an essential utility service heading into the summer months when 
temperatures within the inland areas spike, resulting in peak demand for 
electrical power. 
 

(b) Legal counsel for the Authority is hereby authorized and directed, on behalf 
of and in the name of the Authority, to execute and verify such petition, and 
cause the same to be filed with the United States Bankruptcy Court, Central 
District of California.  

 
  (c)  Legal counsel for the Authority, the Interim Executive Director of WCE, and 

all other appropriate officials of the Authority are hereby authorized to 
execute and file all petitions, schedules, lists, and other papers, and to take 
any and all actions which they shall deem necessary and proper in 
connection with said Chapter 9 Bankruptcy case, and with a view to the 
successful completion of such case. 

 
3. Other Actions 
 

Legal counsel for the Authority, the Interim Executive Director of WCE, and all 
other appropriate officials of the Authority, each acting alone, are authorized to 
take such other actions as are appropriate to carry out the intent of this Resolution. 

 
PASSED AND ADOPTED at a special meeting of the Board of Directors of Western 
Community Energy held on May 24, 2021. 
 
 
 
___________________________ ___________________________ 
Todd Rigby, Chairperson Rick Bishop, Secretary 
Western Community Energy  Western Community Energy 
 
Approved as to form: 
 
 
___________________________ 
David Goodrich, Legal Counsel 
Western Community Energy 
 
 
AYES:  _______ NAYS:  _______   ABSENT:  _______ ABSTAIN:  _______ 
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