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SUMMARY OF RECOMMENDATIONS

The Commission' should adopt the recommendations listed in CalCCA’s opening brief.

The Commission should clarify two threshold issues related to PG&E’s use of VPF revenues:

1. That the application of VPF revenues to Diablo Canyon expenditures in excess of 115
percent of the approved forecast does not relieve PG&E of any imprudence liability
that may result from the reasonableness review authorized under SB 846; and

2. That SB 846 prohibits VPF revenues from being used to provide any direct benefit to
PG&E shareholders including relief from any shareholder cost obligation that would
otherwise exist.

e The Commission should direct PG&E to use VPFs to either offset capital investment or offset
recorded expense spending that supports wildfire mitigation.

e The Commission should require PG&E to file an application proposing uses of VPF revenues
to the extent it does not adopt the guardrails CalCCA proposes and apply those guardrails for
the period of extended operations.

e To the extent PG&E uses PCIA portfolio resources to provide substitution capacity for DCPP,
the Commission should direct PG&E to value that transfer at the RA MPB.

! Acronyms and defined terms used in the Summary of Recommendations are defined in the body

of this brief.
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The California Community Choice Association’ (CalCCA) submits this Reply Brief
regarding the Application of Pacific Gas and Electric Company to Recover in Customer Rates the
Costs to Support Extended Operation of Diablo Canyon Power Plant from September 1, 2023
through December 31, 2025 and for Approval of Planned Expenditure of 2025 Volumetric
Performance Fees® (Amended Application) pursuant to Rule 13.12 of the Rules of Practice and
Procedure of the California Public Utilities Commission and the Assigned Commissioner’s

Scoping Memo and Ruling, dated June 18, 2024.*

2 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 Jos¢ Clean Energy, Santa
Barbara Clean Energy, Silicon Valley Clean Energy, Sonoma Clean Power, and Valley Clean Energy.

3 Application (A.) 24-03-018, Application of Pacific Gas and Electric Company to Recover in

Customer Rates the Costs to Support Extended Operation of Diablo Canyon Power Plant from September
1, 2023 Through December 31, 2025 and for Approval of Planned Expenditure of 2025 Volumetric
Performance Fees (Mar. 29, 2024), amended on Apr. 8, 2024,
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CalCCA’s opening brief focused on two major proposals in Pacific Gas & Electric

Company’s (PG&E) Application: first, its proposal to modify the benefit allocation methodologies

established just over ten months ago in Decision (D.) 23-12-036 (Scoping Issue 3); and second, its

ill-conceived volumetric performance fee (VPF) revenues spending plan (Scoping Issue 4).

With respect to benefit allocation, the majority of intervening parties commenting on that

issue agree that the only issue in scope in this case is whether PG&E did its math right. Therefore,

PG&E’s benefit allocation proposal does not correctly implement the Resource Adequacy (RA) or

Greenhouse Gas-Free (GHG-Free) allocation methodologies established in D.23-12-036.

Southern California Edison (SCE) argues PG&E’s proposal “should be rejected
because it is outside the scope of this proceeding”, and states “[s]hould the Commission
decide to consider the proposal, it should be rejected because PG&E offers no
justification for adjusting the Commission’s direction in D.23-12-036 so soon after the
decision was issued.”

San Diego Gas and Electric Company (SDG&E) states “[i]t is beyond dispute that
PG&E’s proposed RA allocation approach fails to comply with the methodology
adopted in D.23-12-036 and would improperly shift a greater portion of RA benefits to
[load serving entities] in PG&E’s service area.”

The Energy Producers and Users Coalition (EPUC) states: “PG&E inappropriately
seeks to modify the authorized methodology to shift the balance of benefits in PG&E’s

favor” and argues “PG&E’s proposed allocation methodology does not comply with

> SCE Opening Brief at 6.
6 SDG&E Opening Brief at 9.



the adopted methodology and is an impermissible collateral attack on D.23-12-036, and
should be denied.””

e The Alliance for Nuclear Responsibility (A4NR) argues: “[n]othing in [PG&E’s
rebuttal testimony] rescues [PG&E’s] RA and GHG attributes allocation proposal from
its required rejection as an unworthy collateral attack on D.23-12-036.”®

SCE, EPUC, and Californians for Renewable Energy (CARE) each further observe that even if
PG&E proposal to adjust the benefit allocation methodologies established in D.23-12-036 were in
scope (which it is not), that proposal is unjustified because it ignores the significant benefits that
flow exclusively to PG&E service area customers under the statutory scheme.” Adopting PG&E’s
proposal, therefore, would tilt the balance of benefits and costs from Diable Canyon Power Plant’s

(DCPP) extended operations decidedly in favor of benefits in PG&E’s service territory, an

outcome that is at odds with D.23-12-036’s directive that benefits follow costs. The Commission
should therefore reject PG&E’s proposal to modify the allocation of RA and GHG-free attributes
adopted in D.23-12-036.

With respect to PG&E’s proposed expenditures of VPF revenues collected in 2025, several
parties observed that PG&E has failed to coherently articulate a plan that maximizes customer
benefits or ensures those benefits are equitably distributed. Like CalCCA, certain of those parties
recommend guardrails to focus PG&E’s VPF spending going forward. CalCCA supports TURN’s

recommendation that the Commission clarify two threshold issues related to PG&E’s use of VPF

revenucs:

! EPUC Opening Brief at 27, 30.

8 A4NR Opening Brief at 26.

K SCE Opening Brief at 12-13; EPUC Opening Brief at 28-29; CARE Opening Brief at 18-19.



1. That the application of VPF revenues to Diablo Canyon expenditures in excess of 115
percent of the approved forecast does not relieve PG&E of any imprudence liability
that may result from the reasonableness review authorized under SB 846; and;

2. That SB 846 prohibits VPF revenues from being used to provide any direct benefit to
PG&E shareholders including relief from any shareholder cost obligation that would
otherwise exist."

CalCCA further supports TURN’s recommendation that PG&E use VPFs to either offset capital
investment or offset recorded expense spending that supports wildfire mitigation. TURN’s
“threshold clarifications” and proposed VPF uses complement the VPF spending guardrails
CalCCA recommends, which are:

1. VPF spending should benefit the maximum number of customers possible;

2. PG&E should prioritize VPF spending on electric distribution projects to help reduce
upward pressure on distribution rates; and

3. PG&E should not include spending on generation assets to avoid competition issues
with other load-serving entities (LSE) in its service territory.

The Commission should issue TURN’s “threshold clarifications” and adopt the VPF spending
principles CalCCA and TURN advance.

While PG&E insists the Commission’s review of VPF spending proposals must be limited
to determining whether those proposals fit into one or more of the categories delineated in Section
712.8(s)(1) of the Public Utilities Code, nothing in the statute or in D.23-12-036 precludes the
Commission from adopting a set of fundamental guardrails that focus VPF spending going

forward. The application of those guardrails would supplement—not supplant—an evaluation of

10 TURN Opening Brief at 22-23.



whether PG&E’s spending proposals fit into one of the Section 712.8(s)(1) categories. The
magnitude of PG&E’s forecasted VPF collections from customers—which grew to $148 million
in 2025 per PG&E’s Fall Update—warrants a project identification and selection plan that
optimizes VPF uses for customers’ benefit. For the same reason, to the extent the Commission
limits its conclusions in this proceeding to PG&E’s uses of VPF revenues it collects in 2025, the
Commission should continue to review PG&E’s prospective VPF spending in an annual
application, rather than allowing PG&E to skirt future scrutiny by submitting an Advice Letter
reporting recorded spending.

Finally, CalCCA responds briefly to A4NR’s discussion of PG&E’s RA substitution
capacity forecast costs. A4NR appears to argue that PG&E’s revenue requirement associated with
substitution capacity should be capped at $44.8 million even if PG&E uses Power Charge
Indifference Adjustment (PCIA) portfolio resources to provide substitution capacity when DCPP
is on outage.'" The Commission should not adopt that proposal. To the extent PG&E uses PCIA
portfolio resources to provide substitution capacity for DCPP, it should value the transfer at the
System RA market price benchmark (MPB) to avoid impermissibly shifting the costs of those
resources to customers paying the PCIA in violation of the ratepayer indifference principle
established in Sections 365.2 and 366.2 of the California Public Utilities Code.

I ARGUMENT

A. PG&E’s Benefit Allocation Proposal Does Not Correctly Implement the
Allocation Methodology Established By D.23-12-036 (Scoping Issue 3)

The record leaves no doubt that PG&E’s benefit allocation proposal deviates from the

allocation methodologies established by D.23-12-036. Tables 1 and 2 in CalCCA’s opening brief,

H A4NR Opening Brief at 18-19.



replicated below, clearly demonstrate PG&E’s proposal to “adjust” the methodologies established
by D.23-12-036 would shift benefits away from customers in SCE and SDG&E’s service
territories and toward customers in PG&E’s service territory.

Table 1: Impact of PG&E's Modified RA Allocation Proposal'

Approved  Approved RA PG&E PG&E Proposed Changein Change in
12-CP Allocation Proposed RA Allocation Allocation Allocation
Allocation (MW) Allocation % (MW) % (MW)
PG&E 45.0% 1,026 48.6% 1,108 3.6% 82
SCE 44.7% 1,019 41.8% 953 -2.9% (66)
SDG&E 10.3% 235 9.6% 219 -0.7% (16)
Total 100.0% 2,280 100.0% 2,280 0.0% -

Table 2: Impact of PG&E's Modified GHG-Free Allocation'

Approved GHG- PG&E Proposed

Free Allocation GHG-Free Change in

Method Allocation Allocation
PG&E 42.6% 48.6% 6.0%
SCE 47.2% 41.8% -5.4%
SDG&E 10.2% 9.6% -0.6%
Total 100.0% 100.0% 0.0%

Faced with an irreconcilable difference between PG&E’s proposed adjustment and the
methodologies established in D.23-12-036, PG&E and parties supporting PG&E’s benefit
allocation proposal are forced to make two fundamentally incompatible arguments: 1) that
PG&E’s adjustment faithfully implements D.23-12-036; and 2) that the Commission never
prohibited adjustments to the methodologies it established in D.23-12-036. Of course, those
arguments inherently contradict each other: either PG&E’s proposal faithfully implements D.23-
12-036, or it adjusts D.23-12-036, both cannot be true. And in fact, only the latter is true: PG&E

proposes to adjust D.23-12-036 and its proposal is therefore an impermissible collateral attack on

12 CalCCA-01 at 11, line 5 (Table 4: Impact of PG&E’s Modified RA Allocation).
13 Id. at 12, line 2 (Table 5: GHG-Free Allocation Methodologies).



D.23-12-036. The Commission should reject PG&E’s proposal.

1. The Benefit Allocation Methodology Established By D.23-12-036 Is
Consistent With the Commission’s Discussion Of Cost and Benefit
Allocation In the Dicta Of That Decision

PG&E leans on language in dicta of D.23-12-036, which states customers “paying for
extended operations at DCPP should, as a manner of equity, realize the financial benefits of those
extended operations, and those benefits should be distributed to each utility in the same manner of
DCPP extended operations costs.”'* Based on that language, PG&E argues its proposal “effectively
harmonizes all aspects of D.23-12-036” because that proposal would match allocated RA and
GHG-free benefits with each IOU service territory’s share of DCPP’s total cost burden."

However, the allocation methodologies established in the Ordering Paragraphs of D.23-12-
036 already “harmonize” all aspects of the decision, including dicta indicating the Commission’s
desire to balance the benefits of DCPP’s extended operations with its costs. PG&E’s argument
ignores the fact that the incremental cost burden borne by customers in its service territory is offset
by incremental benefits that accrue to those customers alone.'® Those PG&E-specific benefits
include the return of excess funds paid into the liquidated damages balancing account by all
customers statewide; surplus wholesale market revenues from DCPP’s extended operations; and
PG&E’s expenditures of VPF revenues on “critical public purpose priorities” in PG&E’s service
area. As a result, if the Commission were to “adjust” RA and GHG-free allocations as PG&E
proposes, it would only shift the balance of benefits even further in PG&E’s direction—a

manifestly unjust result. PG&E’s further adjustments eliminate the harmony already present in

1 PG&E Opening Brief at 45.
" Id. at 44.
o CalCCA Opening Brief at 22.



D.23-12-036.
2. Parties Supporting PG&E’s Benefit Allocation Methodology, Including

PG&E, Concede That Methodology Adjusts the Methodology
Established by D.23-12-036

Adjusting an existing methodology is the opposite of implementing that methodology.
Small Business Utility Advocates (SBUA) and the Green Power Institute (GPI) both support
PG&E’s benefit allocation proposal. Each of those parties, however, concede that PG&E’s
proposal would adjust the methodologies adopted in D.23-12-036."7 SBUA states it “supports
PG&E’s proposal to adjust the allocation of Resource Adequacy (RA) credits and environmental
attributes to reflect the additional contributions made by PG&E’s ratepayers through the
Volumetric Performance Fees assessment process.”'® And GPI describes PG&E’s proposal as “an
adjustment of the RA allocation methodology[.]”"” PG&E similarly describes its own proposal as
“adjust[ing] PG&E’s service territory customers’ share of allocated benefits to align with [their]
greater cost burden.”?

Whether or not adjusting the methodologies established in D.23-12-036 is a reasonable
idea (and CalCCA's opening brief explains, at length, why it is not*'), those adjustments are clearly
beyond the scope of this proceeding, which is limited to evaluating “[w]hether PG&E’s proposal

complies with the implementation of the methodology established by D.23-12-036 for allocating

the RA attributes and GHG-free energy associated with DCPP’s extended operations.” Parties

17 Californians for Green Nuclear Power (CGNP) also supports PG&E’s benefit allocation proposal,

and rests on its direct testimony. CGNP Opening Brief at 23. CGNP’s direct testimony, however, does not
explain why CGNP supports PG&E’s benefit allocation proposal.

18 SBUA Opening Brief at 4-5 (emphasis added).
19 GPI Opening Brief at 3 (emphasis added).

20 PG&E Opening Brief at 44 (emphasis added0.
2 CalCCA Opening Brief at 7-17.

2 Scoping Memo at 4.



seeking a different approach to benefit allocation should have made those proposals in R.23-01-
007 (and, in the case of PG&E and GPI, they did). Those parties should not be allowed a second
bite at the apple here.

B. The Commission Should Adopt Guardrails on PG&E’s VPF Spending And

Apply Those Guardrails to PG&E’s Proposals In The Instant Proceeding
(Scoping Issue 4)

CalCCA supports the establishment of a coherent, transparent process for PG&E to select
candidate projects for VPF spending. Unfortunately, the process PG&E presents in this proceeding
is far from coherent or transparent. Most concerning, PG&E’s process does not appear designed
to ensure that its VPF spending is equitable or optimized for customers’ benefit.

Therefore, the Commission should adopt—in this proceeding—a set of guardrails to guide
PG&E’s VPF spending going forward. First, CalCCA supports TURN’s recommendation that the
Commission clarify two threshold issues related to PG&E’s use of VPF revenues:

1. That the application of VPF revenues to Diablo Canyon expenditures in excess of 115
percent of the approved forecast does not relieve PG&E of any imprudence liability
that may result from the reasonableness review authorized under SB 846; and

2. That SB 846 prohibits VPF revenues from being used to provide any direct benefit to
PG&E shareholders including relief from any shareholder cost obligation that would
otherwise exist.”

CalCCA further supports TURN’s recommendation that PG&E use VPFs to either offset capital
investment or offset recorded expense spending that supports wildfire mitigation. TURN’s

“threshold clarifications” and proposed VPF uses are consistent with the VPF spending principles

CalCCA recommends, which are:

3 TURN Opening Brief at 22-23.



1. VPF spending should benefit the maximum number of customers possible;

2. PG&E should prioritize VPF spending on electric distribution projects to help reduce

upward pressure on distribution rates; and

3. PG&E should not include spending on generation assets to avoid competition issues

with other load-serving entities (LSE) in its service territory.
The Commission should issue TURN’s “threshold clarifications” and adopt the VPF spending
guardrails CalCCA and TURN propose. While PG&E insists the Commission’s review of VPF
spending proposals must be limited to determining whether those proposals fit into one or more of
the categories delineated in Section 712.8(s)(1) of the Public Utilities Code, nothing in the statute
or in D.23-12-036 precludes the Commission from adopting additional guardrails in this
proceeding to focus VPF spending going forward.

With respect to PG&E’s specific VPF spending proposals in this proceeding, proposed
expenditures on PG&E’s hydroelectric system infrastructure continues to raise the most significant
concern from CalCCA’s perspective. As CalCCA explained in its opening brief, PG&E’s proposal
raises competitive concerns to the extent PG&E uses VPF revenues to extend the life of its
hydroelectric generation facilities. Nothing in PG&E’s opening brief addresses those concerns.
Instead, PG&E simply states that its “proposed spend in the generation-related space is focused on
accelerating safety-driven work necessary for safe and reliable operations, not on development of
new generation assets.”* But without additional information, CalCCA is unable to confirm
whether, under PG&E’s proposal, VPF funds will be used in a way that increases output from its
hydroelectric generation assets or effectively extends the life of those assets. If either result occurs,

PG&E’s use of VPF funds would raise complex issues regarding the set of customers on whose

# PG&E Opening Brief at 57.
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behalf PG&E’s investments were made.” Those issues, in turn, implicate questions regarding the
appropriate vintaging of PG&E’s hydroelectric generating assets and whether PG&E would gain
a competitive advantage over other LSEs in meeting its procurement requirements on account of
revenue paid by all customers. The Commission can avoid having to resolve these issues by
directing PG&E to remove any spending on its hydroelectric generation infrastructure as a part of
its VPF spending plan for the record period.

C. The Commission Should Direct PG&E to Submit An Annual Application

Proposing VPF Spending Unless It Adopts A More Permanent Set of
Guardrails In This Proceeding (Scoping Issue 5)

PG&E requests that for future annual VPF spending plans and retrospective reporting of
VPF funding, the Commission permit PG&E to use an advice letter process rather than submitting
an application.”® As discussed above in the context of Scoping Issue 4, however, PG&E’s VPF
spending proposals merit Commission scrutiny. To the extent the Commission adopts the
guardrails TURN and CalCCA recommend, and applies those guardrails to PG&E’s VPF spending
for the duration of the extended operations period, an annual advice letter process may be adequate.
However, to the extent the Commission does not adopt those guardrails or limits its conclusions
in this proceeding to the 2025 forecasted period, the Commission should retain the application
requirement to allow meaningful scrutiny of PG&E’s VPF spending proposals in future years.

D. PG&E Must Credit PCIA Resources At the Market Price Benchmark In
Order to Avoid Cost Shifting (Scoping Issue 1)

A4NR appears to acknowledge that PG&E’s PCIA portfolio is likely the best source of RA
substitution capacity for DCPP’s scheduled outages in 2024-2025. It states: “A4NR does not rule

out the possibility (or even likelihood) that the best source of RA substitute capacity for the 2024-

23 CalCCA-01 at page 26, lines 3-5.
26 PG&E Opening Brief at 68.
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2025 DCNPP scheduled outages may very well be PG&E’s PCIA-eligible portfolio.”” Yet, A4NR
objects to PG&E’s use of the RA market price benchmark (MPB) to forecast RA substitution
capacity costs associated with DCPP’s extended operations. According to A4NR, rather than using
the RA MPB to value substitution capacity, PG&E should use its own forward System RA price
estimates, which would result in a lower forecast substitution capacity cost for DCPP.”* A4NR
appears to take the position that even if PG&E uses its PCIA portfolio to provide substitution
capacity, it should not value that capacity at the RA MPB, and should instead cap substitution
capacity costs based on PG&E’s forward System RA prices.

The Commission should not adopt A4NR’s recommendation. The PCIA framework
requires that PG&E value the transfer of capacity from the PCIA portfolio at the RA MPB.”
Failing to do so would unfairly deny the full value of PCIA portfolio resources to the customers
paying the PCIA, violating the prohibition on cost shifting established by the Public Utilities
Code.*® Moreover, as PG&E correctly points out, the Commission recently concluded that when
PG&E uses PCIA portfolio resources to provide substitution capacity for Cost Allocation
Mechanism resources, it may value that transfer at the RA MPB.>' By extension, it is reasonable
and appropriate for PG&E to use the RA MPB to value the transfer of PCIA resources used to

provide substitution capacity during DCPP scheduled outages.

27 A4NR Opening Brief at 17.

% Id. at 14-18.

» See, e.g., D.19-10-001 at Ordering Paragraphs 1-3 and Attachment B.

30 Cal. Pub. Util. Code §§ 365.2, 366.2.

3 PG&E Opening Brief at 27, citing D.24-06-004 at 88, Ordering Paragraph 15.
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II. CONCLUSION

For the reasons described in this brief, CalCCA respectfully urges the Commission to take the

actions discussed herein and to grant any other relief the Commission deems just and reasonable.

Respectfully submitted,

g

Nikhil Vijaykar

KEYES & FOX LLP

580 California Street, 12th Floor
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Telephone: (408) 621-3256
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Counsel to
CALIFORNIA COMMUNITY CHOICE
ASSOCIATION
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