BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF CALIFORNIA

Order Instituting Rulemaking to Oversee the
Resource Adequacy Program, Consider
Program Reforms and Refinements, and
Establish Forward Resource Adequacy
Procurement Obligations.

09/09/24
04:59 PM
R2310011

R.23-10-011

CALIFORNIA COMMUNITY CHOICE ASSOCIATION’S OPENING
COMMENTS ON ADMINISTRATIVE LAW JUDGE’S RULING ON REVISED
SLICE OF DAY CALIBRATION TOOL AND COMMENT SCHEDULE

September 9, 2024

Evelyn Kahl,
General Counsel and Director of Policy
Lauren Carr,
Senior Market Policy Analyst
Eric Little,
Director of Regulatory Affairs
Andrew D. Mills,
Director of Data Analytics

CALIFORNIA COMMUNITY CHOICE
ASSOCIATION

1121 L Street, Suite 400

Sacramento, CA 95814

Telephone: (510) 980-9459

E-mail: regulatory(@cal-cca.org



mailto:regulatory@cal-cca.org

II.

I1I.

IV.

TABLE OF CONTENTS
INTRODUCTION ..ottt sttt st e

SEEMINGLY MODEST CHANGES TO THE PRM CAN HAVE LARGE
IMPACTS ON RELIABILITY AND CUSTOMER AFFORDABILITY AND
MUST BE MADE WITH CAUTION ......ooiiiiiiieieeeeeeeeeee et

THE COMMISSION SHOULD REFRAIN FROM ADOPTING THE 2026
PRM IN NOVEMBER TO PROVIDE MORE TIME TO VET THE
RESULTS WITH STAKEHOLDERS AND THE CEC.......cccccoiiiiiiiiiiecieieeee

CONCLUSION ...ttt ettt ettt ettt et ebe e st e neesaneeneenanes



SUMMARY OF RECOMMENDATIONS

Seemingly modest changes to the Planning Reserve Margin (PRM) can have large
impacts on reliability and customer affordability and must be made with caution; and

The California Public Utilities Commission should refrain from adopting the 2026 PRM
in November to provide more time to vet the results with stakeholders and the California
Energy Commission.

il



BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF CALIFORNIA

Order Instituting Rulemaking to Oversee the
Resource Adequacy Program, Consider
Program Reforms and Refinements, and R.23-10-011
Establish Forward Resource Adequacy
Procurement Obligations.

CALIFORNIA COMMUNITY CHOICE ASSOCIATION’S OPENING
COMMENTS ON ADMINISTRATIVE LAW JUDGE’S RULING ON REVISED
SLICE OF DAY CALIBRATION TOOL AND COMMENT SCHEDULE

California Community Choice Association' (CalCCA) submits these opening comments
pursuant to the Administrative Law Judge’s Ruling on Revised Slice of Day Calibration Tool and
Comment Schedule’ (Ruling), dated August 30, 2024. The Ruling seeks comments on Appendix
A of the Ruling: Appendix A to Loss of Load Expectation (LOLE) Study for 2026: Revised Slice
of Day (SOD) Tool Analysis (Appendix A).
I. INTRODUCTION

In Appendix A, Energy Division makes limited changes to the Planning Reserve Margin
(PRM) calibration methodology, including modifying storage dispatch to avoid double counting

battery charging levels and updating exceedance values to account for daylight saving time.

! California Community Choice Association represents the interests of 24 community choice

electricity providers in California: Apple Valley Choice Energy, Ava Community Energy, Central Coast
Community Energy, Clean Energy Alliance, Clean Power Alliance of Southern California, CleanPowerSF,
Desert Community Energy, Energy For Palmdale’s Independent Choice, Lancaster Energy, Marin Clean
Energy, Orange County Power Authority, 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.

2 Administrative Law Judge’s Ruling on Revised Slice of Day Calibration Tool and Comment
Schedule, Rulemaking (R.) 23-10-011 (Aug. 30, 2024):
https://docs.cpuc.ca.gov/PublishedDocs/Efile/G000/M539/K204/539204247.PDF.
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After making these changes, Energy Division went through the same steps and used the same
portfolio of resources and slightly different managed demand levels to translate and test the
LOLE study results. While the changes to the analysis are limited, the consequences of these
changes are significant. Energy Division went from recommending an 18.5 percent PRM for
2026 to a 26.5 percent PRM for the months of January through May 2026, and a 23.5 percent
PRM for June through December 2026.

This recommended change risks significant impacts on the Resource Adequacy (RA)
market, which has experienced supply constraints over the last several years, that have not been
fully analyzed from a reliability or affordability perspective. RA supply constraints have made it
much more difficult and expensive for load-serving entities (LSE) to contract with sufficient RA
capacity to meet requirements. The significant impacts to the PRM recommended by Energy
Division risk exacerbating these RA market challenges and require further evaluation to mitigate
unwanted reliability and affordability impacts.

The schedule for Track 2, which currently includes a Proposed Decision in November
2024, does not allow time to analyze the impacts such a significant change in the PRM would
have on reliability and affordability. It also does not allow time for Energy Division to address
existing stakeholder concerns about the methodology that have not yet been fully addressed, or
new concerns arising from these new results.

The California Public Utilities Commission (Commission) must refrain from adopting a
PRM for 2026 or 2027 in November 2024. It is prudent for the Commission to allow more time
to vet Energy Division’s recommended PRM because of the significant swings in the results after
each calibration, the impacts such swings can have on affordability, and the number of

stakeholder comments that have been left unaddressed. The Commission has time between now



and 2026 to take necessary actions to ensure this critically important issue is properly vetted. The
Commission should refrain from adopting the 2026 or 2027 PRM in November 2024 and modify
the LOLE and PRM study elements of the Track 2 schedule to allow time for Energy Division to
discuss and address these concerns in workshops through the rest of 2024 and beginning of 2025.
The Commission should spend time addressing stakeholder concerns and holding workshops for

the rest of 2024 to reassess and vet the results and issue a Proposed Decision in March 2025 and

a Final Decision in April 2025 for the 2026 PRM. Future tracks of this proceeding or a successor
proceeding should address the PRM for 2027.

For the reasons advanced in the comments below, CalCCA recommends:

o Seemingly modest changes to the PRM can have large impacts on reliability and
customer affordability and must be made with caution; and

o The Commission should refrain from adopting the 2026 PRM in November to
provide more time to vet the results with stakeholders and the California Energy

Commission (CEC).

II. SEEMINGLY MODEST CHANGES TO THE PRM CAN HAVE LARGE
IMPACTS ON RELIABILITY AND CUSTOMER AFFORDABILITY AND MUST

BE MADE WITH CAUTION

The primary consideration of the RA program is ensuring a reliable system, which
industry standards define as meeting a 1-in-10 LOLE. However, the focus on reliability should
not lose sight of the implications for affordability. The Commission and parties should have
confidence that the resulting PRMs will produce a 1-in-10 reliability standard, as setting the
PRM too low elevates reliability risks, and setting the PRM too high jeopardizes ratepayer
affordability. Significant variations in results every time the Commission studies the PRM, even
when study modifications are limited, do not evoke confidence that the recommended PRM

accurately targets a 1-in-10 reliability standard. The current state of the RA market necessitates



cautious consideration of the PRM to ensure it is set at levels that support reliability and
affordability objectives.

In recent years, the RA supply available within the California Independent System
Operator (CAISO) balancing authority area has provided very little slack to meet the RA program
compliance requirements, resulting in exorbitant prices and making reliably serving California’s
electricity customers more expensive. Using a consistent approach across years,® CalCCA
estimates the RA supply exceeded RA demand by about 4,000 to 8,000 megawatts (MW) in
September 2019 and 2020 when the weighted-average RA prices were in the range of about $4 to
$6/ kilowatt (kW)-month. In contrast, the weighted-average RA prices have risen to $9-15/kW-
month since 2021 as the net supply of September RA fell below demand, as shown Figure 1.

Figure 1. High RA prices stem from a constrained RA market
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3 Details of the RA stack approach are documented here: https://cal-cca.org/wp-

content/uploads/2024/02/CalCCA-Stack-Analysis-2023-2026-updated-01_16_24-.pdf.
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Energy Division analysis finds a 1,500 MW surplus/cushion with its proposed PRM, and
“RA obligations can be met while allowing for some uncertainty or delay in resource
development.”* Recent experience in California’s RA market, as summarized in Figure 1,
suggests that a 1,500 MW surplus may be insufficient to keep RA prices at moderate levels.
Instead, a cushion closer to 4,000 MW may be required to return RA prices to a level closer to
the CAISO’s recently updated soft-offer cap of $7.34/kW-month.’

Appendix A suggests, “... overall PRM levels of 26.5% for the months of January
through May and 23.5% for June through December are appropriate, reflecting the large surplus
of existing RA resources in off-peak months, and a small increase in PRM in September.”® There
is no discussion, however, about how higher PRMs in off-peak months risk crowding out
necessary maintenance to keep plants reliably operating because that capacity that could have
been on maintenance outages or used to substitute capacity on maintenance outages would now
be needed to satisfy the higher PRM. The Commission must ensure that the generation resources
needed to meet each month’s PRM have sufficient opportunity for planned outages. If the PRM
is too high in low-demand months, all resources may need to be shown, eliminating opportunities
for maintaining the generation fleet and adversely impacting reliability. Additionally, because
September is the tightest month, any increase in the PRM in September, no matter how “small”
Energy Division feels it is, must be carefully evaluated to ensure LSEs can meet it without

subjecting them to an uncompetitive market.

4 Appendix A at 4.

> CAISO Capacity Procurement Mechanism Enhancements Final Proposal:
https://stakeholdercenter.caiso.com/InitiativeDocuments/Final-Proposal-Capacity-Procurement-
Mechanism-Track2-Aug172023.pdf.

6 Appendix A at 3.
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While the recommended PRMs risk increasing capacity market tightness and
unaffordability, the other RA program in the West, the Western Resource Adequacy Program
(WRAP), and the Commission in the IRP proceeding (R.20-05-003) have taken measured
approaches to addressing capacity shortages. In a letter dated April 22, 2024, members of the
Resource Adequacy Participant Committee (RAPC), made up of the WRAP participants,
indicated that they:

encountered significant new headwinds in addressing resource
adequacy challenges. Supply chain issues and other challenges have
slowed our ability to deliver and interconnect new resources.
Regional peak load is now growing faster than previously expected,
driven primarily by electrification and data center expansion.
Extreme weather events have further challenged our assumptions

and expectations of the quantity of resources needed to maintain
reliable operations.’

Because of these significant headwinds, WRAP’s stakeholder body approved a plan to delay the
start of WRAP’s binding program to summer 2027. The plan would provide a “‘gradual path to
fully implement the WRAP’ by pushing back the binding phase deadline and temporarily
reducing program penalties for participants short on RA...”® This plan recognizes the risk of
“significant penalties” resulting from the compounding challenges of supply chain and
interconnection issues, growing demand, and extreme weather events.’

These challenges closely mirror those in California, which have driven the Commission

to contemplate alternative, more flexible ways to comply with Diablo Canyon Nuclear Power

7 WRAP RAPC Participant Letter (Apr. 22, 2024) (emphasis added):
https://www.westernpowerpool.org/private-

media/documents/ WRAP RAPC Participant Letter 4 22 24 final.pdf.

8 https://www.rtoinsider.com/86480-wrap-vote-delay-binding-phase-summer-
2027/?utm_source=ActiveCampaign&utm _medium=email&utm_content=Today%20%40%20RTO%201
nsider&utm campaign=Daily%20News%20for%20Paid%620%26%20Trial%20Subscribers%3A%2009%
2F03%2F2024.

? https://www.rtoinsider.com/76841-wrap-delay-penalty-phase-1-year/.
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Plant replacement capacity requirements in R.20-05-003.'° The recommended PRMs in
Appendix A do not make the necessary considerations that the Commission does in R.20-05-003.
Similarly, they do not consider, as the WRAP does in its revised implementation plan, the need
to protect ratepayers given the realities of the market for RA and new resources. Instead, it
increases the demand for RA capacity to a level that may not be attainable, without any
protections for LSEs who cannot comply despite reasonable efforts, leaving their ratepayers
subject to funding the purchase of RA at excessive costs or the penalties associated with the
inability to procure enough RA. For these reasons, the Commission must take the necessary
precautions to ensure affordability impacts of PRM changes are properly considered.

III. THE COMMISSION SHOULD REFRAIN FROM ADOPTING THE 2026 PRM

IN NOVEMBER TO PROVIDE MORE TIME TO VET THE RESULTS WITH
STAKEHOLDERS AND THE CEC

Over the last several years, Energy Division has undergone extensive efforts to determine
the level of PRM necessary for the RA program to meet a 1-in-10 reliability standard. The first
SOD PRM calibration effort resulted in a 15.43 percent PRM. D.24-06-004 adopted a 17 percent
PRM for 2025, the first SOD compliance year, deviating from the first PRM calibration result of
15.43 percent because of concerns that the results did not ensure the same level of reliability the
Commission intended when it last updated the PRM in D.23-06-029.!! In its next PRM
calibration attempt, Energy Division found a resulting PRM of 18.5 percent. Its subsequent
update, documented in Appendix A, now finds a need for a PRM of 23.5 to 26.5 percent. As

explained in Appendix A, “[t]ranslating the PRM from the current RA construct to the SOD

10 Proposed Decision Allowing Bridge Resources for Alternative Compliance with Diablo Canyon

Replacement Resource Category in Decision 21-06-035, R.20-05-003, (Aug. 9, 2024):
https://docs.cpuc.ca.gov/PublishedDocs/Efile/GO00/M537/K639/537639351.PDF.

i D.24-06-004, Decision Adopting Local Capacity Obligations for 2025-2027, Flexible Capacity
Obligations for 2025, and Program Refinements, R.23-10-011 (June 26, 2024) at 23:
https://docs.cpuc.ca.gov/PublishedDocs/Published/GO00/M534/K619/534619523.PDF.
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Framework has proven a complex analytical task.”!? Such a complex task with significant
reliability and affordability implications deserves more time for the Commission and
stakeholders to carefully vet the recommended PRM, especially given the significant swings in
the results thus far.

Stakeholders expressed concerns with Energy Division’s methodology for calibrating the
PRM in comments filed in R.23-10-011 on August 9, 2024, and reply comments filed on August
23, 2024. The results presented in Appendix A emphasize these concerns, because several
methodological issues may contribute to the Strategic Energy Risk Valuation Model (SERVM)
model overstating the reliability challenge of meeting demand in 2026 with the baseline
portfolio. First, the load shapes used by Energy Division appear to have peaks that are shifted
later in the day for the September 2022 and August 2020 peak load events relative to the actual
load shapes observed at the CAISO during those events.'® Loads that peak later in the day, after
sunset, will be more challenging to meet with the baseline portfolio than loads that peak when
the sun is still powering solar generation. The LOLE from the baseline portfolio with 1,700 MW
of imports may be better than 0.1 (more reliable) if the load shapes are in better alignment with
observed CAISO peaks. Second, stakeholders are concerned the forced outage rates of storage
and thermal generators are uncertain and may be too high in SERVM, ' resulting in an

underrepresentation of the reliability contribution of these resources. Additional vetting of forced

12 Appendix A at 2.

13 California Community Choice Association’s Reply Comments on Administrative Law Judge’s
Ruling Modifying Track 2 Schedule, R.23-10-011 (Aug. 23, 2024) at 6:
https://docs.cpuc.ca.gov/PublishedDocs/Efile/G000/M538/K612/538612858.PDF.

14 California Energy Storage Alliance, Opening Comments on Track 2 Proposals, R.23-10-011
(Aug. 9, 2024) at 3-5; Pacific Gas and Electric Company’s (U 39 E) Comments on Track 2 Proposals,
R.23-10-011 (Aug. 9, 2024) at 10; and Opening Comments of Calpine Corporation on Loss of Load
Expectation Study, Central Procurement Entity Report and Track 2 Proposals, R.23-10-011 (Aug. 9,
2024) at 3.
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outage rates is required to gain confidence in the SERVM model results. Finally, Energy
Division’s reasoning for increasing the PRM above its minimum level in September does not
consider the affordability implications raised by The Public Advocates Office at the California
Public Utilities Commission. In particular, wind and solar resources have higher accreditation in
summer months of July and August, which may make it less expensive to meet a higher PRM in
these months than it would be to meet a higher PRM in September. '

Energy Division has not yet had an opportunity to address these substantial concerns,
many of which relate to the LOLE study itself and not the SOD PRM calibration. Therefore, the
Commission should refrain from adopting the 2026 or 2027 PRM in November 2024 and modify
the LOLE and PRM study elements of the Track 2 schedule to allow time for Energy Division to
discuss and address these concerns in workshops through the rest of 2024 and beginning of 2025.
The Commission should spend time addressing stakeholder concerns and holding workshops for
the rest of 2024 to reassess and vet the results and issue a Proposed Decision in March 2025 and
a Final Decision in April 2025 for the 2026 PRM. Future tracks of this proceeding or a successor
proceeding should address the PRM for 2027.

Part of this process should include building confidence that the resulting PRM will
effectively meet a 1-in-10 LOLE. The Commission should do this by first indicating which of
these issues or uncertain parameters the PRM is most sensitive to so that outstanding issues can
be prioritized. Then, it should provide a comparison of the resulting PRM under an Effective
Load Carrying Capacity (ELCC) paradigm and under a SOD paradigm so parties can evaluate
the change in relation to past PRMs, which were calculated with ELCC counting. This will help

the Commission and parties understand the magnitude of the change in terms of how many more

15 Comments of the Public Advocates Office on Track 2 Proposals, R.23-10-011 (Aug. 9, 2024) at
4-10: https://docs.cpuc.ca.gov/PublishedDocs/Efile/GO00/M537/K763/537763739.PDF.
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resources need to be procured to meet the new PRM and how that change will impact cost. It
should also include coordination with the CEC to peer review the LOLE study methodology. The
CEC performs its own LOLE analysis to determine if the state is projected to meet a 1-in-10
LOLE, ¢ and there is value to the Commission coordinating with the CEC to determine whether
the inputs, assumptions, and methodologies used are sound. The Commission has time before
2026 to take these necessary steps to vet the results and evaluate them within the context of a
fully implemented SOD framework.

IV.  CONCLUSION

For all the foregoing reasons, CalCCA respectfully requests the Commission refrain
from adopting the 2026 or 2027 PRM in November 2024. The Commission should instead
modify the LOLE and PRM study elements of the Track 2 schedule to allow time for Energy
Division to discuss and address these concerns in workshops through the rest of 2024 and

beginning of 2025.

Respectfully submitted,

Aotprsge

Evelyn Kahl,

General Counsel and Director of Policy
CALIFORNIA COMMUNITY CHOICE
ASSOCIATION

September 9, 2024

1o California Energy Resource Reliability Outlook, 2024, 21-ESR-01 (Aug. 14, 2024):
https://efiling.energy.ca.gov/GetDocument.aspx ?tn=258494&DocumentContentld=94524.
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