
California has charted an ambitious course for a 
clean energy future that includes 100% renewable 
and zero-carbon energy statewide by 2045. 
Successfully achieving this goal rests on many 
factors. Importantly, providing clean and reliable 
electricity to homes and businesses requires a 
complex network of generation, transmission, and 
distribution resources. To do this, utilities must 
have access to the electrical components needed 
to efficiently and effectively run their systems. It 
does not matter how much clean energy or how 
many electric vehicle chargers are deployed if the 
electricity cannot be delivered to where Californians 
need it. 

As a result of broader supply chain issues that 
the COVID pandemic exacerbated, POUs are 
experiencing shortages of critical components for 
electrical infrastructure, such as transformers, smart 
meters, and powerline materials. Compounding the 
matter, global inflation has dramatically increased 
the prices of these products. 

Publicly owned electric utilities (POUs) in California 
work around the clock to provide affordable 
and reliable electric service while also meeting 
the state’s renewable requirements and clean 
energy goals, and facilitating the electrification 
of transportation and other economic sectors — a 
key part of California’s climate change strategy. 
However, POUs and their power industry partners 
aren’t receiving essential components on time and/
or the components are prohibitively expensive. 
This situation is making it even more challenging 
to fulfill state climate goals and serve new and 
increasing customer demand for power created by 
the continuing expansion of electric vehicles. 

The federal government is pursuing solutions to the 
supply chain problem, but some of the dynamics are 
global by nature and might take years to resolve. 
Consequently, for the foreseeable future it will 
continue to directly impact the development of new 
projects and grid improvements. 

California POUs Must Buy Components and Power 
Supply Equipment, and Sign New Power Contracts, 
to Maintain Reliability and Meet Climate Goals

POUs must meet the state’s requirement to 
provide 60% renewable power by 2030. In 2020, 
California utilities provided 34.5% eligible renewable 
electricity, and about 60% carbon-free overall. This 
means that during the next eight years, POUs will 
sign new long-term contracts primarily to build a 
significant amount of new solar and wind resources, 
as well as other eligible renewable resources. State 
law also directs utilities to plan for 90% renewable 
and zero-carbon energy by 2035, 95% by 2040, 
and 100% by 2045. Initial projections indicate 
the amount of power generated on the grid will 
need to triple in order to successfully meet these 
clean energy goals; significantly more solar, wind, 
batteries, long-duration energy storage, and other 
resources will need to be installed. In turn, sufficient 
transmission will be needed to deliver the larger 
power load to customers. Thousands of new miles 
of transmission lines will likely be needed. 

At the same time, California climate policy is 
coalescing around the electrification of large 
portions of the economy, potentially increasing 
demand for electricity by 68% or more during the 
next two decades. For example, the California Air 
Resources Board has banned the sale of internal 
combustion engine-powered vehicles starting in 
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2035; electric vehicles, which are charged at home 
and at public charging stations, will instead be 
Californians’ main mode of transportation. 

This all means one thing: utilities in California, 
including POUs, will continue making major 
investments in their systems to concurrently meet 
their renewable requirements and clean energy 
goals, and to ensure the electric grid can support 
the rest of California’s climate policy goals. POUs, 
on behalf of their customers, will invest significant 
capital in more poles and wires, solar panels, 
wind turbines, transformers, and other essential 
components. 

Key Electrical Components and Projects Take 
Longer to Get and are More Expensive

Because of current supply chain conditions, it takes 
much longer to get basic electrical components. 
Even then, the components are available at 
unusually high prices and remain at a premium. For 
example: 

• Electric transformers used to be delivered 
in three months, but now take at least one 
year to procure. High voltage transformers 
for substations take two to three years; their 
price has also doubled. Transformers are 
extremely common electrical components 
that are necessary and critical to changing the 
voltage of electricity to either transmit it over 
long distances or deliver it directly to homes 
and businesses. The delay in delivery limits 
implementation of planned and engineered 
projects ready for construction.

• Wires and cable, also extremely common 
equipment, have increased in cost by as much as 
60%, with lead time delays tripling in length.

• Residential meters, installed on nearly every 
home to measure the flow of electricity, used to 
take four to eight weeks for delivery, but now 
take half a year to one full year.

• Clean energy project delays are occurring. 
The California Energy Commission reported 
that pandemic-related delays have led to a 50% 
decrease in new renewable generation. 

• Solar project costs have increased. Solar 
projects are taking 20% to 30% longer than 
normal to get done, with cost increases of 30% 
to 50% over budget. 

• Batteries are now more expensive. Batteries 
also are taking 25% longer to procure from the 
baseline, with costs increases as much as double 
what they used to be.

• Some vendor solicitations are going 
unanswered. POUs have found that vendors may 
not respond to solicitations for products and 
services because they are unable to obtain long-
term price commitments from manufacturers. 

• Electric vehicle infrastructure costs are 
increasing and taking longer. Some POUs have 
seen 30% cost increases and a doubling in time 
to complete, due to material and labor cost 
increases. 

Inflation Is Driving Up Overall Energy Prices

Supply chain constraints aren’t the sole problem. 
Worldwide inflationary pressures are also impacting 
energy prices. The U.S. Energy Information Agency 
estimates that wholesale electricity prices — the 
foundation of retail electricity prices that customers 
pay — will be up 20% to 60% this winter. These 
inflationary pressures on energy prices are being 
caused by several factors, including supply chain 
disruptions delaying the interconnection of new 
projects and an increase in fuel costs.

The Path Forward: Federal Solutions Will Take 
Time and POUs Need Flexibility to Account for 
Real-World Delays

POUs remain committed to their core mission of 
providing reliable and affordable electric service 
while meeting state renewable, clean energy, and 
climate goals. The Biden Administration has put 
together a “Strategy to Secure the Supply Chain for 
a Robust Energy Transition” that proposes a suite 
of executive and congressional actions. Given the 
global nature of the problem, it will take time for 
these solutions to be approved and implemented, 
and for their effects to be realized. As the federal 
solutions advance and California POUs continue 
the vital work in their communities and in support 
of the state’s ambitious climate goals, it’s crucial 
that POUs have flexibility in planning and managing 
critical operational considerations to account for 
the real-world impacts of supply chain delays and 
inflationary cost increases. 


