ADVANCING LOCAL ENERGY CHOICE

September 20, 2022

VIA ELECTRONIC MAIL

Ms. Leuwam Tesfai

Executive Director, Energy and Climate Policy
California Public Utilities Commission

505 Van Ness Avenue

San Francisco, CA 94102

Re:  California Community Choice Association’s Protest of Southern California
Edison Company’s Tier 2 Advice Letter 4856-E, regarding Community
Choice Aggregator Financial Security Requirement Reports Prior to Mass
Enrollment

Dear Ms. Tesfai:

Pursuant to the California Public Utilities Commission’s (Commission’s) General Order
(GO) 96-B,! the California Community Choice Association? (CalCCA) submits this protest of
Southern California Edison Company’s (SCE) Tier 2 Advice Letter (AL) 4856-E, regarding
Community Choice Aggregator Financial Security Requirement Reports Prior to Mass
Enrollment (Advice Letter), dated August 31, 2022.

INTRODUCTION

On August 31, 2022, SCE filed AL 4856-E to update the Financial Security Requirement (FSR)
for Orange County Power Authority (OCPA) and Energy for Palmdale’s Independent Choice
(EPIC) to reflect the launch or expansion of service by these CCAs. Energy Division’s prior
treatment of a similar advice letter — AL 4789-E — requires rejection of Advice Letter 4856-E
without prejudice.

1
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References to “General Rules” are to the general rules identified in General Order 96-B.
California Community Choice Association represents the interests of 23 community choice
electricity providers in California: Apple Valley Choice Energy, Baldwin Park Resident Owned Ultility
District, Central Coast Community Energy, Clean Energy Alliance, Clean Power Alliance,
CleanPowerSF, Desert Community Energy, East Bay Community Energy, Lancaster Choice Energy,
Marin Clean Energy, Peninsula Clean Energy, Pico Rivera Innovative Municipal Energy, Pioneer
Community Energy, Pomona Choice Energy, Rancho Mirage Energy Authority, Redwood Coast Energy
Authority, San Diego Community Power, San Jacinto Power, San José Clean Energy, Santa Barbara
Clean Energy, Silicon Valley Clean Energy, Sonoma Clean Power, and Valley Clean Energy.



CalCCA Protest to SCE Advice 4856-E
Page 2
September 20, 2022

PROTEST

1. Energy Division’s Reasoning in Rejecting AL 4789-E Requires Rejection of AL
4856-E without Prejudice

SCE Advice Letter 4789-E sought approval of the semi-annual update the FSR requirement for
all CCAs operating in the SCE service area. Each of the 11 CCAs operating in the SCE service
area was at the time paying the minimum FSR of $147,000 based on the previous semi-annual
update calculation, or $1.6 million collectively. The advice letter proposed a calculation that
would have increased the collective responsibility to $123.1 million, or roughly 77 times the
prior FSR amount. Energy Division rejected Advice Letter 4789-E, observing that for the largest
CCA in SCE’s territory “an increase in the FSR amount from $147,000 to up to $87.7 million is
not a ministerial act as defined by General Order 96-B” and therefore “requires review in a
formal proceeding.”

Advice Letter 4856-E contemplates a similarly jarring increase, increasing the OCPA FSR more
than 60 times. Approving this magnitude of increase cannot be characterized as a “ministerial
act” and thus requires a review in a formal proceeding. There is no basis for a different
treatment of these proposed FSR increases and the Energy Division’s disposition of AL 4789-E.

2. The Use of Forward Energy Prices in the Calculation Remains Flawed and
Must be Addressed in R.21-03-011

The issues giving rise to the massive increases in FSR are under consideration in the Provider of
Last Resort (POLR) proceeding, R.21-03-011. In particular, the use of forward energy prices —
the variable driving material changes in the FSR — is being questioned. Until this issue is
resolved, the Commission cannot confidently approve the proposed FSR increases.

CalCCA demonstrated in the POLR proceeding that during periods of high volatility in the
forward quotes from the InterContinental Exchange (ICE) — conditions existing today -- using
forward quotes for one month to estimate the cost of energy is likely to lead to an overstated
FSR.* Presently, the investor-owned utilities (IOUs) use a single month average of forward
quotes obtained from ICE. CalCCA compared the accuracy of the single month average to a
three-month average and found the mean squared error® of a single month average of ICE

3
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Energy Division Disposition Letter, June 13, 2020, at 6.
California Community Choice Association’s Comments on Ruling of the Assigned
Commissioner and Assigned Administrative Law Judge Requesting Comments on Financial Security
Requlrements and Reentry Fees, and Modifying the Proceeding Schedule July 5, 2022 at 6-11

Mean squared error is the difference between the estimated value (in this case the forward quote)
and the actual observed value (in this case the settled value). This difference is then squared making
comparison of over and underestimation comparable. Lower mean squared errors indicate an estimate
that is closer to the actual value and higher mean squared errors indicate an estimate that is further away
from the actual value.
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forward price quotes is greater than the mean squared error of a three-month average of the same
forward price quotes.¢

Since CalCCA made those comments, three months of the forward quotes used in Advice Letter
4789-E have now seen settled values,” demonstrating that a three-month average brings greater
stability and possibly accuracy to the calculation. As shown below, the difference between the
single month of forward quotes proposed by SCE in AL 4789-E and actual settled prices for
June-August is materially higher than the difference between a three-month average against
actuals prices.

One Month Three Month
Average Difference Average Difference
On Off On Off
Month | Peak Peak Month | Peak Peak
June -10.79 -10.53 June -2.03 0.52
July -42.92 -22.82 July -33.97 -11.10
August | -56.48 -19.91 August | -34.03 -1.90

Stated another way, the mean squared error for these comparisons point to the greater accuracy
of a three-month average. Mean squared error is used to remove positive and negative values of
differences by squaring them under the theory that an over-statement of prices is as bad as an
understatement of prices. A lower mean squared error means the estimate was closer to the
actual observed value and a higher mean squared error means the estimate was further away
from the actual observed value.

Mean Squared Error Mean Squared Error
One Month Three Months
On off On Off
Month | Peak Peak Month | Peak Peak
June 117 111 June 4 0
July 1842 521 July 1154 123
August | 3190 397 August | 1158 4

While September was off to a rocky start due to a heat wave, the average of the month remains
unknown.

6 California Community Choice Association’s Comments on Ruling of the Assigned

Commissioner and Assigned Administrative Law Judge Requesting Comments on Financial Security
Requirements and Reentry Fees, and Modifying the Proceeding Schedule July 5, 2022, at 5-11.

7 The settled value represents the average of CAISO actual energy prices for the time period (on or
off peak and month) for which the forward is an estimate.
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While the matter of forward quote usage is to be addressed within R.21-03-011, the data are
relevant to Advice Letter 4856-E. The results shown above question the accuracy and efficacy of
the currently used FSR calculation and support a rejection of Advice Letter 4856-E for reasons
similar to the rejection of Advice Letter 4789-E.

CONCLUSION

CalCCA thanks the Energy Division for its review of this protest and asks that the Commission
reject Advice Letter 4856-E and defer the matter to R.21-03-011.

Respectfully,

CALIFORNIA COMMUNITY CHOICE
ASSOCIATION

Evelyn Kahl

=

General Counsel and Director of Policy

cc via email:
Energy Division Tariff Unit (edtariffunit@cpuc.ca.gov)
AdviceTariffManager@sce.com
Karyn.Gansecki@sce.com

Service List: R.21-03-011, R.12-06-013, R.17-06-026, R.16-02-007, and R.17-09-020
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