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SUMMARY OF RECOMMENDATIONS

The California Public Utilities Commission (Commission) should reject parties’
recommendations to revise the Proposed Decision to order higher amounts of central
procurement;

California Wind Energy Association’s recommendation that the Commission explicitly ask
Department of Water Resources to consider procurement of the CADEMO project illustrates
the negative consequences of central procurement and must be rejected;

The Commission must reject parties’ recommendations that prevent load-serving entity
participation in the procurement review group; and

Parties’ comments affirm that a future track of this proceeding to discuss cost allocation is
warranted.
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CALIFORNIA COMMUNITY CHOICE ASSOCIATION’S REPLY COMMENTS
ON THE PROPOSED DECISION DETERMINING NEED FOR CENTRALIZED
PROCUREMENT OF LONG LEAD-TIME RESOURCES
The California Community Choice Association (CalCCA) submits these Reply Comments
pursuant to Rule 14.3 of the California Public Utilities Commission (Commission) Rules of Practice
and Procedure! on the proposed Decision Determining Need for Centralized Procurement of Long
Lead-Time Resources® (Proposed Decision or PD), dated July 19, 2024.

I THE COMMISSION SHOULD REJECT PARTIES’ RECOMMENDATIONS TO
REVISE THE PD TO ORDER HIGHER AMOUNTS OF CENTRAL PROCUREMENT

Some parties provided opening comments® recommending the Commission increase its initial
need determination.* While these parties provide no support justifying their recommendations, other
parties rightly note that the Commission did not find a clear need for the amounts and technologies
ordered in the PD,’ load-serving entities (LSEs) have already demonstrated the ability to procure long-
lead-time (LLT) resources,® and the amounts ordered in the PD create risks of over- or under-
procurement.’ For the reasons described below, the PD’s need determination is already too high. The
Commission should dismiss parties’ recommendations to increase its initial need determination and
instead recommend DWR consider central procurement of, at most, 1 gigawatts (GW) of offshore wind
(OSW) only after considering updated LSE procurement statuses.

First, the Commission has not clearly demonstrated a need for enhanced geothermal systems
(EGS) or long-duration energy storage (LDES) central procurement. Unlike for OSW, the Commission

has not conducted a cost-benefit analysis for these technologies, and as noted by several parties,® the

! State of California Public Utilities Commission, Rules of Practice and Procedure, California Code

of Regulations Title 20, Division 1, Chapter 1 (May 2021).
2 Proposed Decision Determining Need for Centralized Procurement of Long Lead-Time Resources,
Rulemaklng (R.) 20-05-003 (July 19, 2024).

All references herein to party comments are to the Opening Comments filed in this proceeding,
R.20-05-003, on August 8, 2023.
4 Offshore Wind California Opening Comments at 2, RWE Offshore Wind Holdings LLC at 2,
Environmental Defense Fund (EDF) Opening Comments at 9-10.
> Pacific Gas and Electric Company (PG&E) Opening Comments at 2-3 and 5-6, and Southern
California Edison Company (SCE) Opening Comments at 3-6.
6 SCE Opening Comments at 6-8, and the Public Advocates Office of the California Public Utilities
Commission (Cal Advocates) Opening Comments at 2-3.
7 SCE Opening Comments at 9-11.
8 Cal Advocates Opening Comments at 5, PG&E Opening Comments at 6, and SCE Opening
Comments at 3-6.



Commission has not found a need for EGS or LDES in the preferred system plan. In addition, these
technologies have already been offered in LSEs' own solicitations,” and LSEs have already contracted
for EGS, demonstrating that LSEs can procure these LLT resources without the California Department
of Water Resources (DWR) procuring them first.'® Requesting DWR procure these resources in
competition with LSEs will make it even more challenging for LSEs to meet existing and future
compliance requirements.

Second, as noted by PG&E and SDG&E, the amount of OSW included in the PD’s need
determination is not aligned with the results of the cost-effectiveness analysis.!! Increasing the need
determination for OSW would exacerbate the PD’s error by increasing the risk central procurement
will not be cost-effective. RWE OSW Holdings LLC’s suggests that an increased need determination
for central procurement is needed to ensure “market transformation.”'?> Market transformation will
result from infrastructure development, which is necessary to support any amount of procurement,
whether procured via LSEs or DWR. The larger the central procurement need determination, the
higher the risk of over or under-procurement. As SCE notes:

Because no LSE can know what specific amount...the CPE will
procure (much less come on-line), it is impossible to determine
whether all, some, or none of the 7,600 MW procurement target will
be relied upon to meet the state’s GHG and/or reliability
requirements. LSEs would have no ability to determine or plan for
the position when they make procurement decisions. Depending on
an LSE’s assumptions, this could result in over- or under-
procurement through no fault of the LSEs, especially since the
proposed OSW target is so large and the actual amount of OSW to
be procured by DWR is uncertain. !?

The Commission should keep procurement amounts small to mitigate risk and costs while still driving
infrastructure development.

EDF recommends higher procurement stating, “DWR, unlike individual LSEs, can temper
ratepayer impacts by using low-cost government bonds, waiting to begin recovering the cost of

resources from individual LSEs and customers until the projects provide energy benefits, and

? SCE Opening Comments at 7-8 and San Diego Gas and Electric Company (SDG&E) Opening

Comments at 4.

10 SCE Opening Comments at 6-8.

i PG&E Opening Comments at 2 and SDG&E Opening Comments at 6.
12 RWE Offshore Wind Holdings LLC Opening Comments at 2.

13 SCE Opening Comments at 10.



spreading out the cost of this development across decades.”'* DWR financing the cost of new resource
procurement will not reduce the total cost. In fact, it will increase them by the interest paid on the
bonds.

For these reasons, the Commission should reject parties’ recommendation to increase the PD’s
need determination. It should instead recommend DWR consider central procurement of, at most,
1 GW of OSW only after considering updated LSE procurement statuses, as recommended in
CalCCA’s opening comments. !°

II. CALWEA’S RECOMMENDATION THAT THE COMMISSION EXPLICITLY
ASK DWR TO CONSIDER PROCUREMENT OF THE CADEMO PROJECT
ILLUSTRATES THE NEGATIVE CONSEQUENCES OF CENTRAL
PROCUREMENT AND MUST BE REJECTED

CalWEA recommends the Commission “explicitly ask DWR to consider procurement of the
CADEMO project.”!® This recommendation runs directly counter to the Commission’s well-reasoned
intent “not to interfere with any of these efforts or penalize early action by some LSEs for some
resources.”!” It also highlights exactly why CalCCA,'® other parties,' and the Legislature?® have
asked the Commission to take a cautious approach to ordering central procurement. For the reasons
described below, avoiding interference with LSE procurement is essential, and the Commission should
reject CalWEA’s recommendation to explicitly interfere.

If the Commission were to explicitly recommend DWR explore procurement of resources
LSEs already have a demonstrated interest in, LSEs may become hesitant to take future proactive
actions to procure in the event their procurement activities end up being for naught. In addition, when
central procurement overlaps with LSE procurement, either in terms of technology or timing, the
Commission introduces additional competition into a market with scarce supply. CADEMO and all
other projects, whether eligible for central procurement or not, will contract with whichever entity will

provide them with the best revenue opportunity. If central procurement adds extra demand for

EDF Opening Comments at 2.

5 CalCCA Opening Comments at 13-15.

California Wind Energy Association (CalWEA) Opening Comments at 3.

Proposed Decision at 39.

CalCCA Opening Comments.

SCE Opening Comments at 6-8 and 9-11, CC Power Opening Comments at 6-7.

AB 1373 Senate Committee on Energy, Utilities and Communications Bill Analysis (Version Aug. 31,
2023, published Sept. 6, 2023).



resources in scarce supply that LSEs are already interested in procuring, it will unnecessarily compete
with LSE procurement and drive prices up.

As the PD notes, California Community Power (CC Power) has already initiated an RFI for
OSW, resulting in a memorandum of understanding (MOU) with the CADEMO project.?! Through
the MOU, CC Power “aims to learn about the drivers of key costs of [OSW] development” and
“apply for grants, incentives, and other support to minimize the cost of offtake...”** The efforts CC
Power and CADEMO will undertake are “intended to drive parties toward the potential for a power
purchase agreement with the energy benefits and costs flowing to the participating CC Power
member CCAs.”* By asking the Commission to direct DWR to explore procurement of a specific
resource, CalWEA’s recommendation asks the Commission to disregard existing LSE procurement
activities. The Commission should not introduce central procurement opportunities for resources
LSEs are already considering procuring.

III. THE COMMISSION MUST REJECT PARTIES’ RECOMMENDATIONS THAT
PREVENT LSE PARTICIPATION IN THE PROCUREMENT REVIEW GROUP

Invenergy objects to the composition of the Procurement Review Group (PRG) recommending
that instead, PRG participants may not be involved in any market activities.”* The Commission should
reject this change. It is not clear what it means to “be involved in market activities.” It is also not clear
that this would only include those responsible for executing transactions (i.e., those negotiating
contracts) or if it would expand to personnel working in spaces related to markets, such as legal staff or
regulatory staff that regularly engage in rules governing bilateral and organized CAISO markets. The
Commission's objective is to have personnel with sufficient familiarity to be able to provide meaningful
input to DWR on their procurement approach, process, and contract execution.? Invenergy’s unclear
“involved in market activities” definition could leave the PRG with insufficient experience.

A better model for participation in the PRG is that provided by PG&E which would:

permit LSE representatives, including employees, contractors, and
consultants, to participate in the procurement group so long as they
are not “directly responsible” for discharging any LSE's role and

21
22

Proposed Decision at 25.

https://cademo.net/california-community-power-x-cademo/.

> Id.

2 Invenergy Opening Comments at 5-6.

2 Proposed Decision at 58, “we are persuaded that LSEs should have representation on the procurement
group, both because they may have expertise to bring to the table and because their ratepayers will ultimately
be paying the costs of DWR’s contracts.”



https://cademo.net/california-community-power-x-cademo/

responsibilities with respect to procurement, sales, or portfolio
management or conducting any relevant active or open solicitations
for an LSE. To effectuate this, PG&E proposes that "directly
responsible”" be defined as follows: the person’s role involves
making formal recommendations to Executives/Officers or a
governing board of the LSE or direct decision-making authority
regarding procurement or sales or development of strategies for
active management of the LSE’s portfolio.?®

IV.  PARTIES’ COMMENTS AFFIRM THAT A FUTURE TRACK OF THIS PROCEEDING
TO DISCUSS COST ALLOCATION IS WARRANTED

The PD rules in favor of SCE’s proposal to allocate EGS and OSW on the basis of energy load
share served among LSEs.?’” PG&E commented, “the Proposed Decision should be modified to correct
inconsistencies between the new statewide NBCs and to ensure feasible implementation. Specifically,
for energy-producing resources, the PD states that the allocation of costs be “done at the individual LSE
level, without the need to allocate by IOU TAC area first.”?

While CalCCA understands the concerns expressed by PG&E, the current PD does not require
modification as the PD already states, “Further implementation details to operationalize this policy
may need to be addressed by the Commission in this proceeding prior to or during consideration of
actual projects to be contracted by DWR.”%

CalCCA notes that within proceeding R.23-01-007, to implement the extension of operation of
Diablo Canyon, the investor-owned utilities (IOU), CCAs, and ESPs are currently working together to
develop a methodology to allocate the green-house gas-free attribute on an energy basis throughout the
entire state consistent with the allocation of costs that are allocated to all LSEs in the state. This PD
should not foreclose on the options that the Commission will evaluate in its “further implementation
details.” Since the state has rarely done any procurement for the benefit of all customers across all
three IOU areas in the past, more time is needed to evaluate the best solutions to the issues once more
record has been developed.

V. CONCLUSION

CalCCA appreciates the opportunity to submit these Reply Comments and requests adoption of

the recommendations proposed herein.

26 PG&E at 10-11 (footnote omitted).
27 Proposed Decision at 55.
28 PG&E Opening Comments at 13-14 (footnote omitted).

2 Proposed Decision at 55.
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