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SUMMARY OF RECOMMENDATIONS
e The Commission' should clarify that to the extent PG&E uses PCIA portfolio resources to
provide substitution capacity for DCPP, PG&E must value that transfer (credit the PCIA and
debit the DCNBC) at the RA MPB.
e The Commission should decline to issue any findings of fact or conclusions of law with respect

to the calculation of the RA MPB or its impact on rates in this proceeding.

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

these comments.
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BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF CALIFORNIA

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 Application No. 24-03-018
1, 2023 through December 31, 2025 and for
Approval of Planned Expenditure of 2025
Volumetric Performance Fees

(U 39E)

CALIFORNIA COMMUNITY CHOICE ASSOCIATION’S
REPLY COMMENTS TO
PACIFIC GAS AND ELECTRIC COMPANY’S UPDATE TO PREPARED TESTIMONY
The California Community Choice Association? (CalCCA) submits these reply comments
to parties’ opening comments on Pacific Gas and Electric Company’s (PG&E) Update to Prepared
Testimony (Fall Update) in the above-captioned Application of Pacific Gas and Electric Company
to Recover 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 (U 39 E) (Application) pursuant to the Assigned Commissioner’s June 18, 2024

Scoping Memo and Ruling (Scoping Memo) and the Administrative Law Judge’s October 4, 2024

Email Ruling Modifying the Proceeding Schedule.

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.



Each October, the California Public Utilities Commission’s (Commission) Energy
Division (ED) releases a set of “market price benchmarks” (MPB). MPBs are administratively-
determined proxies for the three principal sources of value in each investor-owned utility’s (IOU)
resource portfolio: Energy, Renewable Portfolio Standard (RPS), and Resource Adequacy (RA).
Whereas PG&E’s prepared testimony, filed in March of this year, reflects the MPBs in place at
that time (released in October 2023), PG&E’s Fall Update incorporates the MPBs ED released in
early October 2024. Those MPBs involve two important developments: Energy MPBs have
declined, and RA MPBs have increased. The increase in the RA MPB impacts two aspects of
PG&E’s Application: (1) its forecasted RA substitution capacity costs in 2024 and 2025 (which
are an important input to PG&E’s overall Diablo Canyon Non-Bypassable Charge (DCNBC)
revenue requirement) and (2) its calculation of the net benefits associated with Diablo Canyon
Nuclear Power Plant (DCPP) during the extended operations period.

In their respective comments on PG&E’s Update to Prepared Testimony (Fall Update), the
Alliance for Nuclear Responsibility (A4NR) and The Utility Reform Network (TURN) each
address the updated RA MPBs. Both parties argue it is not reasonable for the Commission to use
the RA MPBs for the purposes of either forecasting PG&E’s RA substitution capacity costs or
calculating the long-term net benefits associated with DCPP’s extended operations. While
CalCCA does not take a position on whether the Commission should use the RA MPB for either
purpose, these comments respond to two issues A4NR and TURN raise in their (largely parallel)
discussions of the RA MPB.

First, A4NR and TURN ask the Commission to use PG&E’s internal forward system RA

prices rather than using the RA MPB to estimate PG&E’s forecasted substitution capacity costs in



2024 and 2025.2 To the extent PG&E uses Power Charge Indifference Adjustment (PCIA)
portfolio resources to provide substitution capacity for DCPP, however, it must value that transfer
(i.e. debit the Diablo Canyon Non-Bypassable Charge and credit the PCIA) at the RA MPB. Any
other approach would result in cost shifts to customers paying the PCIA.

Second, TURN’s comments question whether applying the RA MPBs—in light of the
recent increase in those values—would result in “just and reasonable rate outcomes[.]™* While
CalCCA interprets TURN’s reference to “rate outcomes” as a reference to the DCNBC, and not
any other rate, CalCCA nevertheless requests the Commission decline to issue any broad and
premature findings of fact or conclusions of law regarding the RA MPB calculation or the impact
of the RA MPB on rates in this proceeding, for two reasons.

First and foremost, the calculation of the RA MPB is not within the scope of this
proceeding, and the Commission need not address the calculation of the RA MPB or its impact on
rates in order to address the issues that are in scope in this proceeding (namely, PG&E’s forecast
RA substitution capacity costs and its extended operations net benefits analysis).> Second, PG&E
and the other IOUs have raised concerns regarding the calculation of the RA MPB and its impact
on bundled generation rates and PCIA rates in their pending ERRA Forecast proceedings. The
Commission has ruled that proposed changes to application of the RA MPB are beyond the scope
of PG&E’s ERRA Forecast proceeding, and should be raised in a rulemaking.® Despite this, PG&E

has continued to make out-of-scope proposals related to the RA MPB in its ERRA Forecast

3 See AANR Opening Comments on Fall Update at 3-4; TURN Opening Comments on Fall Update
at 2.
4 TURN Opening Comments at 4.

Application (A.) 24-03-018, Assigned Commissioner’s Scoping Memo and Ruling at 3-4 (June 18,
2024).
6 A.24-05-009, Assigned Commissioner’s Scoping Memo and Ruling at 3 (Aug. 1, 2024).



proceeding.” Moreover, on October 8, 2024, Administrative Law Judges in each of the IOUs’
ERRA Forecast proceedings issued substantially similar rulings requesting comments from parties
on procedural matters related to the RA MPB.® Parties’ responses to those rulings demonstrate
substantial disagreement with respect to the reasonableness of the RA MPB calculation, its impact
on rates, and the actions the Commission should or should not take in response to those issues.

In sum, the RA MPB is an important issue and the subject of other Commission
proceedings. But that issue is not in scope here. Moreover, there is no consensus among parties
regarding the reasonableness of the RA MPB calculation, or its impact on rates. While the
Commission must address PG&E’s DCNBC revenue requirement and net benefits analysis in this
proceeding, the Commission therefore need not, and should not, address the calculation of either
the RA MPB or its impact on rates in this proceeding. Doing so would needlessly prejudice the
outcome of the IOUs’ pending ERRA Forecast proceedings and/or future Commission proceedings
focused on the RA MPB.

I. REPLY COMMENTS

A. PG&E Must Credit PCIA Resources at the Market Price Benchmark in
Order To Avoid Cost Shifting

A4NR appears to acknowledge that PG&E will likely use its PCIA portfolio to provide RA
substitution capacity for DCPP.? Yet, AANR—and TURN, which adopts A4NR’s position—object

to PG&E’s use of the RA MPB to forecast RA substitution capacity costs associated with DCPP’s

! A.24-05-009, PG&E Fall Update Testimony at 5-6 (Oct. 23, 2024).

8 See A.24-05-009, Email Ruling Requesting Party Comments on Procedural Mechanisms (Oct. 8,
2024); A.24-05-007, Application of Southern California Edison Company (U 338-E) for approval of its
2025 ERRA Forecast Proceeding Revenue Requirement, Email Ruling Requesting Party Comments on
Procedural Mechanisms (Oct. 8, 2024); A.24-05-010, Application of San Diego Gas & Electric Company
(U 902-E) for Approval of Its 2025 Electric Procurement Revenue Requirement Forecasts, 2025 Electric
Sales Forecast, and GHG-Related Forecast, Email Ruling Requesting Party Comments on Procedural
Mechanisms (Oct. 8, 2024).

? A4NR Opening Comments at 4.



extended operations.!® According to A4NR and TURN, 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 and TURN appear 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.

To the extent CalCCA correctly understands A4NR and TURN’s recommendation, the
Commission should not adopt it. Failing to value the transfer of capacity from the PCIA portfolio
at the RA MPB 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 (CAM) resources, it may value that transfer at the RA MPB.!? By extension, it is
reasonable for PG&E to use the RA MPB to value the transfer of PCIA resources used to provide
substitution capacity during DCPP scheduled outages.

B. The Commission Should Not Issue Any Findings of Fact or Conclusions of

Law Regarding the Calculation of the RA MPB Or Its Impact on Rates In
This Proceeding

In its comments on the Fall Update, TURN raises the recently-updated MPBs—in

particular, the increases in the 2024 Actual and 2025 Forecast System RA MPBs relative to the

10 Id. at 2-4.

H Id. at 3; TURN Opening Comments on Fall Update at 2.

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

13 PG&E Opening Brief at 27, citing D.24-06-004 at 88, Ordering Paragraph 15 (“If an investor-
owned utility (IOU) uses resources from an IOU’s Power Charge Indifference Adjustment (PCIA)-eligible
portfolio, the IOU may use the PCIA market price benchmark to determine substitution capacity costs for
Cost Allocation Mechanism resources.”)



2024 Forecast System RA MPB.!* According to TURN, relying on the updated MPBs for updating
PG&E’s RA substitution capacity cost forecast for 2025 and for establishing the long-term RA
capacity benefit of DCPP’s extended operations “would produce unjust and unreasonable
outcomes for ratepayers.”!> TURN also states it “shares PG&E’s concern” regarding whether the
application of the recently-released RA MPBs would result in just and reasonable rate outcomes.

Though TURN may offer its comments with respect to the RA MPB and its impact on rates
in the specific context of the DCNBC, the Commission should decline to issue any broad findings
of fact or conclusions of law regarding the RA MPB calculation or the impact of the RA MPB on
rates in this proceeding, for two reasons.

First, while PG&E’s RA substitution capacity forecast costs and PG&E’s analysis of the
net benefits associated with DCPP’s extended operations are in scope in this proceeding, the RA
MPB calculation and the broader implication of how it impacts on rates are not.!® The Commission
need not address the RA MPB calculation or its impact on rates in order to address the arguments
A4NR and TURN make in their opening comments on the Fall Update (whether the Commission
agrees or disagrees with those arguments). Put differently, the Commission can set rates on a
forecast basis in this proceeding, based on the costs of non-PCIA resources or based on an interim
non-RA MPB value of capacity, without issuing broad pronouncements regarding the benchmark
that veer beyond the scope of this proceeding.

Second, PG&E and the other IOUs have raised concerns regarding the calculation of the
RA MPB and its impact on bundled generation rates and PCIA rates in their pending ERRA

Forecast proceedings. While the Commission has ruled that proposed changes to application of the

1 TURN Opening Comments on Fall Update at 1.
1 1d.
16 A.24-03-018, Assigned Commissioner’s Scoping Memo and Ruling at 3-4 (June 18, 2024).



RA MPB are beyond the scope of PG&E’s ERRA Forecast proceeding and should be raised in a
rulemaking,!” PG&E has nevertheless continued to make out-of-scope proposals related to the RA
MPB in its ERRA Forecast proceeding.'® Moreover, on October 8, 2024, Administrative Law
Judges in each of the IOUs’ ERRA Forecast proceedings issued substantially similar rulings
requesting comments from parties on procedural matters related to the RA MPB.! Parties
responses to those rulings demonstrate substantial disagreement with respect to the reasonableness
of the RA MPB calculation, its impact on rates, and the actions the Commission should or should
not take in response to those issues.?’

The application of the current RA MPB does not necessarily result in unjust or
unreasonable rate outcomes. The Commission purposely designed the RA MPB to reflect the on-
the-ground realities of the RA marketplace, and the MPB is doing so. Both the Forecast and the

Final RA Adders for each type of RA product reflect the actual market prices participants are

17 A.24-05-009, Assigned Commissioner’s Scoping Memo and Ruling at 3 (Aug. 1, 2024).

18 A.24-05-009, PG&E Fall Update Testimony at 5-6 (Oct. 23, 2024).

19 See A.24-05-009, Email Ruling Requesting Party Comments on Procedural Mechanisms (Oct. 8,
2024); A.24-05-007, Application of Southern California Edison Company (U 338-E) for approval of its
2025 ERRA Forecast Proceeding Revenue Requirement, Email Ruling Requesting Party Comments on
Procedural Mechanisms (Oct. 8, 2024); A.24-05-010, Application of San Diego Gas & Electric Company
(U 902-E) for Approval of Its 2025 Electric Procurement Revenue Requirement Forecasts, 2025 Electric
Sales Forecast, and GHG-Related Forecast, Email Ruling Requesting Party Comments on Procedural
Mechanisms (Oct. 8, 2024).

20 See, e.g. A.24-05-009, Response to ALJ Ruling of California Community Choice Association (Oct.
14, 2024); A.24-05-009, Pacific Gas and Electric Company’s (U 39 E) Response to Administrative Law
Judge’s Email Ruling Regarding Procedural Mechanisms (Oct. 14, 2024); A.24-05-007, Comments of
Southern California Edison Company (U 338-E) on Ruling Regarding Procedural Mechanisms (each taking
a different position on the impacts of the RA MPB and steps the Commission should take to address those
impacts).



paying in the market,?! just as the Commission ordered in D.18-10-019.22 A high RA MPB is a not
a flaw in the Commission’s approved PCIA framework, it is an intentional feature of that
framework meant to reflect changes in market value and ensure ratepayer indifference.

TURN’s comments on the Fall Update echo PG&E’s claims related to the “low volume of
RA transactions” used to calculate the MPB as a critique of that value.?® There may be any number
of reasons for these low transactions, including:

e LSEs may have responded to high short-term market prices by hedging more, increasingly
buying annual strips via longer-term, multi-year deals (which the RA MPB would not
capture if they were executed before the data request window) to avoid being caught in the
short-term market with significant volumes;

e The Commission’s recent orders to procure 11,300 MW of new capacity under long-term
contracts, much of which has come online in past 24 months, resulting in approximately
7,500 MW new NQC between July 2023 and October 2024,>* may have reduced the need
for LSEs to rely on short term capacity; and/or

e Uncertainty around the Commission’s Slice-of-Day framework, the final obligations for
which were only recently made clear, may have resulted in LSEs holding onto their excess

RA volumes until the “dust settles” on those obligations.

Because the Commission has not made volumes available in prior publications of the RA MPBs
(to CalCCA’s knowledge), the parties do not have sufficient data to know the degree to which this

year is an anomaly.

A A.24-05-007, A.24-05-009, A.24-05-010, Energy Division, Market Price Benchmark Calculations
(Oct. 4, 2024) (discussing how the Commission calculates System and Flexible RA Adders using the
volume-weighted average value of all RA-only market transactions from September 2023 through August
of 2024 (for delivery in 2025); it calculates the final RA Adders for System and Flexible RA using the
volume-weighted average of all IOU, CCA, and electric service provider RA-only market transactions
executed from December of 2022 through August of 2024, for delivery in 2024; and the Commission
calculates the Forecast and Final Local RA Adders in a similar manner).

2 See D.18-10-019 at Appendix 1.

23 TURN Opening Comments on the Fall Update at 3, see also A.24-05-009, PG&E’s Response to
Administrative Law Judge’s Email Ruling Regarding Procedural Mechanisms at 5-6, n.6 (Oct. 14, 2024).
24 CAISO Key Statistics July 2023 and September 2024.



Regardless, these concerns are a red herring. The cost of an incremental megawatt (MW)
of System RA to meet a summer compliance obligation in California is high. According to
confidential data provided to CalCCA, some LSEs purchased summer System RA capacity from
other LSEs in California at prices well over $80/kW-month in the past year. The high RA MPBs
Energy Division forecasts for 2025 reflect these high prices. Even PG&E has recognized the
market scarcity leading to these prices in its ERRA Forecast case.” Given these market conditions,
it should be no surprise to anyone that the forecasted RA MPB is elevated, and no party to the
I0Us’ ERRA Forecast proceedings—including the IOUs—has put forward a compelling reason
to abandon the mark-to-market principles the Commission used to establish the benchmarks.

Lastly, even if the Commission were to assume changes to the RA MPB will be considered
in 2025 (and it should not), there is no consensus on (1) what the change will be, (2) whether it
warrants a revision to the RA MPB calculation, or (3) whether any revision to the MPB calculation
will increase or decrease the value of the IOUs’ capacity portfolios relative to the status quo. Not
only is the “jury still out” on such questions, no forum yet exists in which to consider them.

The bottom line is: TURN’s broad suggestion that the RA MPB could result in unjust and
unreasonable rate outcomes does not reflect a consensus position. Importantly, the calculation of
the RA MPB is the subject of other Commission proceedings and not in scope here. While the
Commission must address PG&E’s DCNBC revenue requirement and net benefits analysis in this
proceeding, the Commission need not, and should not, issue any broad pronouncements addressing
the calculation of either the RA MPB or its impact on rates in this proceeding. Doing so would
needlessly prejudice the outcome of the IOUs’ pending ERRA Forecast proceedings and/or future

Commission proceedings focused on the RA MPB.

23 A.24-05-009, Pacific Gas and Electric Company Prepared Testimony, at 2-13:19-21 (May 15,
2024) (PG&E Prepared Testimony).



II. CONCLUSION

For the reasons described in these comments, CalCCA recommends the Commission:
e C(larify that to the extent PG&E uses PCIA portfolio resources to provide
substitution capacity for DCPP, PG&E must value that transfer (credit the PCIA

and debit the DCNBC) at the RA MPB, and;
e Decline to issue any findings of fact or conclusions of law with respect to the

calculation of the RA MPB or its impact on rates in this proceeding.

Respectfully submitted,

A

Nikhil Vijaykar

KEYES & FOX LLP

580 California Street, 12 Floor
San Francisco, CA 94104
Telephone: (408) 621-3256
E-mail: nvijaykar@keyesfox.com

Counsel to
CALIFORNIA COMMUNITY CHOICE
ASSOCIATION

Dated: October 24, 2024
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