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SUMMARY OF RECOMMENDATIONS

The California Community Choice Association recommends that the California Public

Utilities Commission (Commission):

J Reject San Diego Gas and Electric Company’s (SDG&E’s) request that the
Commission explicitly authorize Southern California Edison’s (SCE’s) “zig zag”
methodology as a “middle ground” between the proportional allocation method and the
waterfall method, because the zig zag method applied in practice is not proportional;

o Reject as baseless Pacific Gas and Electric Company’s (PG&E’s) assertion of
Commission error for failure to consider the record on various issues including that the
waterfall inappropriately shifts financial risk to the community choice aggregators and
that the waterfall treats bundled and unbundled customers inequitably;

J Reject PG&E’s and SDG&E’s requests to establish a sunset date for the proportional
allocation method, instead of the Proposed Decision’s order that the proportional
allocation method will apply “unless and until the Commission determines otherwise”;
and

o Reject SDG&E’s request for “flexibility” to mutually alter the payment allocation
methodology through a joint advice letter with local community choice aggregators.
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CALIFORNIA COMMUNITY CHOICE ASSOCIATION’S REPLY COMMENTS
ON THE PROPOSED DECISION EXTENDING CURRENT PROPORTIONAL
ALLOCATION OF PAYMENT ON PAST-DUE BILLS BETWEEN INVESTOR-
OWNED UTILITIES AND COMMUNITY CHOICE AGGREGATORS

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! to party opening comments on the proposed Decision Extending Current Proportional
Allocation of Payment on Past-Due Bills Between Investor-Owned Utilities and Community Choice
Aggregators* (Proposed Decision), dated August 8, 2024.

L. INTRODUCTION

As noted in CalCCA’s Opening Comments, the Proposed Decision adopting the proportional
allocation method for partial past due payments should be adopted. CalCCA addresses below the
Opening Comments of Pacific Gas and Electric Company (PG&E) and San Diego Gas & Electric
Company (SDG&E). Specifically, CalCCA recommends that the Commission:

o Reject SDG&E’s request that the Commission explicitly authorize Southern California
Edison’s (SCE’s) “zig zag” methodology as a “middle ground” between the
proportional allocation method and the waterfall method, because the zig zag method
applied in practice is not proportional;

J Reject as baseless PG&E’s assertion of Commission error for failure to consider the
record on various issues including that the waterfall inappropriately shifts financial risk
to the community choice aggregators (CCA), and that the waterfall treats bundled and
unbundled customers inequitably;

o Reject PG&E’s and SDG&E’s requests to establish a sunset date for the proportional
allocation method, instead of the Proposed Decision’s order that the proportional
allocation method will apply “unless and until the Commission determines otherwise”;
and

o Reject SDG&E’s request for “flexibility” to mutually alter the payment allocation
methodology through a joint advice letter with local CCAs.

! 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 Extending Current Proportional Allocation of Payment on Past-Due Bills Between
Investor-Owned Utilities and Community Choice Aggregators, Rulemaking (R.) 18-07-005 (Aug. 8, 2024).



II. SDG&E’S REQUEST FOR SCE’S ZIG ZAG TO BE AUTHORIZED IN PLACE
OF PROPORTIONAL ALLOCATION SHOULD BE REJECTED

The Commission should reject SDG&E’s request to authorize the use of the “zig zag” payment
methodology instead of the proportional allocation method. The “zig zag,” previously used by SCE?
and authorized only for the term of the waterfall suspension in D.21-11-014,* has turned out not to be
a “variation” of the proportional allocation method as SDG&E describes.’ Instead, SCE’s application
of the zig zag in practice has resulted in a form of the waterfall. SCE has previously described the zig
zag as creating “a payment posting priority that alternates payments between the investor-owned
utility (IOU) and the CCA starting with the oldest arrearages a customer has.”® On paper, the
“alternating” of payments appears to result in proportional payments over a period of time. In practice,
however, SCE has devised a system in which its charges, within a billing cycle, are always older than
the CCA charges, resulting in SCE always getting paid first. As described below, the zig zag in
practice (1) is not proportional, (2) has a material negative impact on CCA financial stability, and (3)
is overly complex from an operational standpoint. The Commission should reject SDG&E’s request to
explicitly authorize the zig zag method in place of the proportional allocation method.

A. The Zig Zag Method in Practice Creates a Masked “Waterfall” to the IOUs and
Should Not Be Allowed

SDG&E likely favors SCE’s zig zag because in practice it is not a proportional allocation
methodology but rather results in a masked waterfall. Currently in SCE’s territory, if a customer
continually makes on-time and complete payments, the zig zag approach is proportional because both
SCE’s and the CCA’s charges are paid off in full. However, when customers are behind on their bills,
make partial payments, or receive bills with multiple charges (due to delayed billing), the zig zag
approach favors SCE as the funds are not distributed equally between SCE and the CCA. In these
scenarios, the SCE charges are paid off first because SCE views these charges as older than the CCA
charges. The reason SCE views their charges (for the same bill period) as being older than the CCA

charges is because SCE reads the meter and is able to calculate the customer’s charges within

3 SCE did not file comments on the Proposed Decision, and therefore appears to support the

Proposed Decision’s requirement that the IOUs use the proportional allocation method, instead of the zig
zag or waterfall methods.

4 D.21-11-014, Decision Directing Allocation of Payment on Past-Due Bills Between Investor-

Owned Utilities and Community Choice Aggregators, R.21-02-014 (Nov. 18, 2021).

5 SDG&E Opening Comments, at 1.

6 See Southern California Edison Company’s (U 338-E) Brief on Ruling Setting Joint Status Conference

and Ordering Comments, R.17-06-024, R.21-02-014 (Aug. 27, 2021), at 3 (describing the zig zag method).



approximately one day, but the CCA must receive the usage from SCE before it can calculate the CCA
charges and send them back to SCE to be presented on a bill. Because of the additional approximately

two days for the CCA to receive the usage from SCE and return the CCA charges to SCE, SCE deems

its charges as older and deprioritizes CCA charges for the same bill period.

SDG&E’s Appendix A provides an example of the zig zag that is not how the zig zag is
currently applied in SCE’s territory. First, in any billing cycle, SDG&E assumes that the IOU charges
and CCA charges are of the same age. However, in practice, the IOU calculates its portion of the bill
first and then receives the CCA charges a day or more later. While the charges are on the same bill, for
purposes of calculating which arrearage is paid first, the IOU’s charges are always the oldest. Second,
SDG&E conveniently assumes that each arrearage payment is exactly fifty percent of the bill amount.
This means that for every other payment, the IOU and CCA will have collected one full past due bill.
This means that the percent of arrearage outstanding will align every other month.

In Appendix A attached hereto, CalCCA provides an example of how the zig zag actually
works in SCE’s territory. Charges from the IOU are older than that of the CCA in each bill, and as is
typical the amount paid is not exactly half of each past due bill. The result is that the amount in arrears
after the first payment always demonstrates the IOU is paid first resulting in a lower percentage of
arrears for the IOU. For comparison, Appendix A also includes the amounts paid to each entity when
the true proportional allocation method is used. The comparison demonstrates that the zig zag is not
analogous to the proportional allocation method, and should be rejected.

B. The Zig Zag Should be Rejected as it Has a Material Negative Impact on CCAs
and is Operationally Complex to Implement and Manage

The zig zag method should be rejected given its material negative impact on CCAs. The zig
zag 1s also overly complex to implement and manage from an operations standpoint. Given the
magnitude of arrearages currently, both the IOUs and CCAs are anxious to receive even partial past
due payments from customers in arrears. Compounding the arrearages are complexities in billing that
have resulted recently in a large number of bills, especially in SCE’s territory, being delayed. The
result is that customers receive large bills with amounts due from previous billing periods, which if
paid only partially fall into the zig zag payment methodology. The zig zag in practice, like the
waterfall as recognized in the Proposed Decision, “inappropriately shifts financial risk to the CCAs”
and is not in the public interest given it prioritizes paying the IOUs first. In addition, as demonstrated
in Appendix A, the zig zag is overly complex and difficult to manage from an operational standpoint,

and 1s confusing to customers.



The Commission should reject SDG&E’s request to explicitly authorize SCE’s zig zag given
that in practice it results in a masked waterfall, and does not result in proportional allocation of partial
past due payments between the IOUs and CCAs.

III. PG&E’S ASSERTION OF COMMISSION ERROR FOR FAILURE TO
CONSIDER THE RECORD ON VARIOUS ISSUES IS BASELESS AND SHOULD
BE REJECTED

PG&E'’s assertions of Commission error for failure to consider the record on various arguments
advanced by PG&E, SDG&E, and The Public Advocates Office at the California Public Utilities
Commission (Cal Advocates) are baseless and should be rejected. Specifically, PG&E states that the
Proposed Decision fails to consider arguments by PG&E, SDG&E, and Cal Advocates before
concluding that (1) the waterfall method inappropriately shifts financial risk to the CCAs, and (2) the
proportional allocation method results in more equitable treatment of bundled and unbundled
customers.’” The Proposed Decision, however, spends nearly three pages summarizing party arguments.
The Proposed Decision also incorporates analysis from D.21-11-014 supporting temporarily
suspending the waterfall method during the COVID pandemic on these exact topics, and then provides
additional analysis supporting its conclusions.® Given the Proposed Decision’s more than adequate
analysis on these issues, PG&E’s assertions of error are simply a cover for its disagreement with the
Commission’s conclusions, and should be rejected.

IV.  PG&E’S AND SDG&E’S REQUESTS FOR THE PROPOSED DECISION TO
SPECIFY A SUNSET DATE FOR THE PROPORTIONAL ALLOCATION
METHOD SHOULD BE REJECTED

PG&E’s and SDG&E’s request for a sunset to the proportional allocation, instead of the
Proposed Decision’s conclusion that the proportional allocation method be applied “unless and until
the Commission determines otherwise,” should be rejected. Both PG&E and SDG&E claim that the
Commission’s temporary allowance of the proportional allocation method in D.21-11-014 provides
support for again establishing a sunset date. However, PG&E and SDG&E fail to note that the sunset
established in D.21-11-014 was because the decision was issued in the COVID Proceeding,
R.21-02-014, as a part of relief programs established to assist customers during the pandemic. It

therefore made sense to align the timeframe for the proportional allocation with other relief programs,

7 PG&E Opening Comments, at 2-3.
8 See Proposed Decision, at 4-5 (allocation of risk between CCAs and customers), and 5-6 (equitable
treatment of bundled and unbundled customers).



including the COVID-19 Payment Plans.’ Here, the Commission is finally addressing the need to
indefinitely extend the proportional allocation method, without facing the unique circumstances to
align the temporary relief provided in the COVID proceeding. !° The Proposed Decision’s finding that
the proportional allocation method should continue until the Commission determines otherwise should
therefore remain unchanged.

V. SDG&E’S REQUEST FOR “FLEXIBILITY” TO MUTUALLY ALTER THE
PAYMENT ALLOCATION METHODOLOGY THROUGH A JOINT ADVICE
LETTER WITH LOCAL CCAS SHOULD BE REJECTED

SDG&E’s request for “flexibility” to “negotiate the method of payment allocation that is best
for customers and CCAs alike in the local service territory at some point in the future” and to allow
updates to that payment allocation through a Tier 2 advice letter, should be rejected.!! Aside from the
fact that CCAs in SDG&E’s service territory support the indefinite application of the proportional
allocation method for all of the reasons advanced in the Proposed Decision, SDG&E’s request to relax
the Commission’s directives once the Proposed Decision is adopted should be rejected. SDG&E
should not be allowed to file a Tier 2 advice letter, whether “joint” or not, to gain “flexibility” with
respect to that method.

VI. CONCLUSION
CalCCA appreciates the opportunity to submit these reply comments and requests adoption of

the recommendations proposed herein.

Respectfully submitted,

Evelyn Kahl,

General Counsel and Director of Policy
CALIFORNIA COMMUNITY CHOICE
ASSOCIATION

September 3, 2024

o See D.21-11-014, at 1-2 (“During the pandemic, the Commission and Legislature directed electric

utilities to suspend their standard practice of prioritizing payments first for the utility charges. Today’s decision
extends the same direction to encompass all payments on outstanding bills through September 2024, the period
equivalent to the duration of the COVID-19 Payment Plans.”).

10 PG&E Opening Comments, at 4; SDG&E Opening Comments, at 2-3.

1 See SDG&E Opening Comments, at 3.



APPENDIX A
TO
CALIFORNIA COMMUNITY CHOICE ASSOCIATION’S REPLY COMMENTS ON
THE PROPOSED DECISION EXTENDING CURRENT PROPORTIONAL
ALLOCATION OF PAYMENT ON PAST-DUE BILLS BETWEEN INVESTOR-OWNED
UTILITIES AND COMMUNITY CHOICE AGGREGATORS

Zig Zag Proportional Percent
Oldest charges are prioritized Applied to Bill Payments are applied proportionally
Total 10U Balance CCA Balance 10U CCA 10U Balance CCA Balance

Bill 1 (IOU Charges Calculated First) 150 100 100

Bill 1 (CCA Charges calculated second) 50 50
Bill 2 (IOU Charges Calculated First) 150 100 100

Bill 2 (CCA Charges calculated second) 50 50
Bill 3 (IOU Charges Calculated First) 150 100 100

Bill 3 (CCA Charges calculated second) 50 50
Beginning Balance 450 300 150 300 150
Percent of Bal. 100% 67% 33% 67% 33%
Payment 1 -80 -80 0 Bill 1 - $80 -53 -27
Balance 370 220 150 247 123
Percent of Bal. 100% 59% 41% 67% 33%
Payment 2 -80 -30 -50 Bill 1-$20, Bill 2- $10 Bill 1 - $50 -53 -27
Balance 290 190 100 193 97
Percent of Bal. 100% 66% 34% 67% 33%
Payment 3 -80 -80 0 Bill 2 - $80 -53 -27
Balance 210 110 100 140 70
Percent of Bal. 100% 52% 48% 67% 33%
Payment 4 -80 -30 -50 Bill 2 - $10, Bill 3 - $20 Bill 2 - $50 -53 -27
Balance 130 80 50 87 43
Percent of Bal. 100% 62% 38% 67% 33%
Payment 5 -80 -80 0 Bill 3 - $80 -53 -27
Balance 50 0 50 33 17
Percent of Bal. 100% 0% 100% 67% 33%
Payment 6 -50 0 -50 Bill 3 - $50 -33 -17
Ending Balance 0 0 0 0 0

Appendix A
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