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SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS

o The high Resource Adequacy (RA) Market Price Benchmark (MPB)! reflects facts the
Commission knows well: System RA capacity is scarce, and the market price of such
capacity has increased sharply within the past several years. Timely setting rates that
incorporate this market characteristic is the best way to avoid under- or over-collections;
failing to do so likely will exacerbate future under- or over-collections and the resulting rate
changes, rather than providing permanent rate relief.

o While the market value of RA may change on account of the slice-of-day (SOD) framework,
there is no consensus on what the change will be, whether it warrants a revision to the RA
MPB methodology, and whether any revision to the MPB methodology will increase or
decrease the likelihood of over- or under-collections.

e  No special procedural or substantive considerations are necessary in this proceeding since,
after taking into account the 2024 MPBs, bundled customer generation rates in PG&E and
SCE’s service territories decrease compared to March 2024 rates; and rates in SDG&E’s
service territory increase within the range of prior Commission-approved rate increases.
Incorporating actual results from lower market prices experienced during 2024 should also
reduce pressure on bundled customer rates. The October Update may change these
conclusions, but there are sufficient procedural opportunities to address that possibility at a
later date without delaying the proceeding’s resolution.

e  The Commission should continue to preclude the consideration of revisions to the RA MPB

methodology that PG&E and SDG&E have disguised as ratepayer mitigation measures.

! 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 Southern California Edison

Company (U 338-E) For Approval of Its 2025
ERRA Forecast Proceeding Revenue Application 24-05-007
Requirement

RESPONSE TO ALJ RULING OF
CALIFORNIA COMMUNITY CHOICE ASSOCIATION

Pursuant to ALJ Regnier’s October 8, 2024 Email Ruling Requesting Party Comments on
Procedural Mechanisms (ALJ Ruling) and the August 14, 2024 Assigned Commissioner’s Scoping
Memo and Ruling,? California Community Choice Association® (CalCCA) hereby submits these
Comments in response to the ALJ Ruling with regard to the Application of Southern California
Edison Company (U 388-E) for Approval of For Approval of Its 2025 ERRA Forecast Proceeding
Revenue Requirement (Application).* CalCCA appreciates the opportunity to provide comments
on whether additional steps—within the current scope of this proceeding—should be taken with
regard to the recently published Resource Adequacy (RA) Market Price Benchmark (MPB).
CalCCA and its members are providing nearly identical comments on this issue across all three

utilities’ Energy Resource Recovery Account (ERRA) forecast proceedings.

2 Application (“A.”) 24-05-007, Email Ruling Requesting Party Comments on Procedural

Mechanisms (Oct. 8, 2024) (ALJ Ruling); A.24-05-007 Assigned Commissioner’s Scoping Memo and
Ruling (Aug. 14, 2024) (Scoping Ruling).

3 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.

4 A.24-05-007, Application of Southern California Edison Company (U 388-E) for Approval of For
Approval of Its 2025 ERRA Forecast Proceeding Revenue Requirement (May 15, 2024).
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Whether additional procedural or substantive steps should be taken to address the RA MPB
should not hinge on whether the RA MPB substantially alters the final value of one of the inputs
to customers' generation and PCIA rates—the value of the utilities’ capacity portfolios in 2024 or
the forecasted value of those portfolios in 2025. It should hinge, instead, on a fulsome evaluation
of the final rates customers will pay. The release of relatively high RA MPBs and their effects on
the PCIA calculation may leave the impression that the sky is falling; it is not. The RA MPBs have
a material effect on rates, but other factors, such as the change in the Energy Index, mute the direct
impact on ratepayers. In addition, the RA and RPS MPBs are doing precisely what the Commission
intended: accurately valuing the IOU PCIA portfolios based on current market conditions and,
therefore, preventing cost shifts among customers. The analysis in these comments shows the
resulting rates do not warrant special procedural or substantive mechanisms at this time, although
the upcoming October Update may change the nature of potential rate increases.

First, this year’s RA MPB does not change the likelihood of over- or under-collections on
its own. The high system RA MPB reflects facts the Commission knows well: System RA capacity
is scarce, and the market price of such capacity has increased sharply within the past several years.
Since Decision (D.) 18-10-019, the Commission’s “forecast and true-up” framework for setting
both bundled generation rates and Power Charge Indifference Adjustment (PCIA) rates has created
large over- and under-collections when the price for energy, capacity, or renewable energy credits
(REC:s) shifts from one year to the next. Using this year’s RA MPBs (both the 2024 Actual RA
MPB and 2025 Forecast RA MPB) to set bundled generation and PCIA rates is not an anomaly
within that framework; it is an intentional feature of that framework meant to reflect changes in

market value and ensure ratepayer indifference.
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Failing to recognize the higher System RA prices within the market today could only
exacerbate future under- or over-collections, and rate changes, if market prices continue to rise.
Therefore, without a change to the RA MPB methodology this year—an issue the ALJ Ruling
recognizes is out of scope in this proceeding—the potential for an over- or under-collection is as
likely as it is each year and does not warrant special procedural considerations on its own.

The three investor-owned utilities (IOUs) have suggested new market forces, such as the
Commission’s Slice of Day (SOD) framework, change the value of RA. But the IOUs do not yet
agree on the changes that should be made to the RA MPB. Southern California Edison Company
(SCE) suggests changes to how to quantify the RA to which the MPB should be applied, and
Pacific Gas and Electric Company (PG&E) suggests the RA MPB itself needs to change. While
the market value of RA may change on account of the SOD framework, there is no consensus on
(1) what the change will be, (2) whether it warrants a revision to the RA MPB methodology, or
(3) whether any revision to the MPB methodology will increase or decrease the value of the IOUs’
capacity portfolios relative to the status quo. As a result, neither parties nor the Commission have
sufficient record to accurately predict at this time whether new market forces, and any resulting
change to the RA MPB on account of those market forces, will increase or decrease the likelihood
of over- or under-collections. Predictions about the likelihood of an over- or under-collection due
to SOD or other market changes in response to the ALJ Ruling should therefore be given little
weight.

Second, and most importantly, bundled customer rates in PG&E’s and SCE’s service
territories are projected to decrease compared to the bundled customer rates in place when the
ERRA Forecast applications were filed. The rates in SDG&E’s service territory are projected to

increase within the range of rate changes adopted in recent ERRA forecast cases, such as PG&E’s
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2022 ERRA Forecast case. SDG&E’s situation should improve as more actuals are realized. With
the soft brown power prices currently in the market, on-going updates to 2024 PABA and ERRA
balances (i.e., including actual costs and revenues for 2024) should improve the situation for
bundled customers rather than make them worse.

Therefore, at this time, the Commission need not adopt the type of special true-ups or
amortization periods it has adopted as a last resort in previous ERRA forecast and ERRA trigger
cases. If the October Update results in forecasted generation rates that fall outside of these norms,
the Commission can still temper any drastic rate increases—for either bundled or unbundled
customers—using such tools as a last resort. The procedural schedule in each proceeding still
allows multiple opportunities to make those proposals in the form of the October Updates
themselves and in comments responsive to those testimonies.

Lastly, the ALJ Ruling prohibits proposals that will modify the existing methodology for
calculating the RA MPB, stating they are out of scope in this proceeding. As such, proposals
provided in response to the ALJ Ruling that are disguised as ratepayer mitigation measures but in
effect modify the RA MPB—such as PG&E’s previous proposal to cap the RA MPB which was
already rejected as out of scope—continue to be out of the scope of this case and should not be
revived or considered. Adopting such measures will not comport with the Commission’s existing
indifference framework and, therefore, will violate State law prohibiting cost shifts between
bundled and unbundled customers.

L. THE RA MPB DOES NOT CHANGE THE LIKELIHOOD OF AN OVER- OR

UNDER-COLLECTION UNDER THE COMMISSION’S CURRENT
METHODOLOGY.

Before turning to the enumerated questions in the ALJ Ruling, the Commission poses a
threshold question, asking whether: “[T1his proceeding should consider approaches to ensure that

there is not an over-collection or under-collection for the applicant as a result of the existing MPB
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calculation methodology?™ In response, CalCCA respectfully urges the Commission to refrain
from adding any additional process to this proceeding because ERRA forecast proceedings are
already structured to address applicant over- or under-collections. This is because the RA MPB
was purposely designed to reflect the on-the-ground realities of the RA marketplace, and because
the impacts on the RA MPB from any future, potential changes to the calculation methodology are
far from known. Timely setting rates that recognize capacity is valuable under the Commission’s
current PCIA framework is the best way to avoid under- or over-collections.

A. The RA MPB is Operating as the Commission Intended—Mitigating Over-

and Under-Collections by Reflecting the Reality of High Capacity Prices in the
Market.

The Commission made fundamental changes to the PCIA framework in D.18-10-019. Prior
to D.18-10-019, the PCIA rate was set only on a forecast basis with no after-the-fact true-up for
unbundled customers. D.18-10-019 approved a true-up for the PCIA using actual record net costs
for the PCIA eligible resources and billed revenues from both bundled and departing load
customers. These changes created the current ratesetting structure that relies on actual, recent
transactions in the California market to ensure customer indifference using a two-pronged
approach: (1) a forecast of the Indifference Amount, and (2) a true-up of the forecast via the year-
end Portfolio Allocation Balancing Account (PABA) balance. The true-up occurs via the IOUSs’
PABAs, which are a rolling true-up between the forecasted costs and revenues used to determine
the Indifference Amount and the actual costs and revenues a utility realizes during the year. Thus,

the very nature of this proceeding and the framework it follows is meant to address an over- or

under-collection for the applicant and mitigate an over- or under-collection in the following year.

> ALJ Ruling.
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In both the forecast and the true-up, the capacity and other attributes the IOUs retain are
assigned an imputed value based on the RA MPB that relies on real-world transactional data. When
forecasting the Indifference Amount, Energy Division calculates the forecast RA MPB according
to actual, already executed RA transactions. As Energy Division explained, the Forecast RA
Adders for system and flexible RA are calculated using the volume-weighted average value of all
RA-only market transactions from September 2023 through August of 2024 (for delivery in
2025).° And the forecast RA Adder for Local RA is determined in a similar manner.” In other
words, the forecasted portion of the PCIA framework reflects the actual market prices participants
are paying in the market.

To calculate the year-end PABA balance, the final RA Adders for system and flexible RA
are calculated using the volume-weighted average of all IOU, CCA, and electric service provider
(ESP) RA-only market transactions executed from December of 2022 through August of 2024, for
delivery in 2024.% The final RA Adder for Local RA is determined in a similar manner.® Thus, the
true-up portion of the PCIA framework also reflects the actual market prices participants are
paying in the market.

Of course, the nature of a forecast as complex as the forecasted Indifference Amount is
that—Ilike any good model—it will always be inaccurate. The current PCIA framework, therefore,
has created an under- or over-collection in the PABA balance every year on account of changes in
the cost, value and volume of RA, RECs, and energy. Some of these under- and over-collections

have been quite large, such as SCE’s forecast in 2021 for a year-end PABA undercollection of

6 A.24-05-007, A.24-05-009, A.24-05-010, Energy Division, Market Price Benchmark Calculations
(October 4, 2024) (October 4, 2024 MPB Calculations).

7 See October 4, 2024 MPB Calculations.

’ 1d.

’ 1d.
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almost $500 million.!? If the newly Forecast RA MPBs result in a large under- or over-collection
for next year, it will merely be another entry in a history of large swings in revenue requirements
since D.18-10-019.

Many times, including this year, the swings in the forecasts counteract each other. While
the RA MPBs are high this year, declines in the Energy Index offset those increases and mitigate
resulting rate increases, as discussed further below. In other words, the RA MPB—or any other
MPB in isolation—does not drive under- or over-collections the following year. Rather, it is the
year-to-year change in those indices, and their interaction with each other, that can drive an under-
or over-collection (and which under- or over-collection is ultimately addressed by the true-up).

The high RA MPBs Energy Division forecasts for 2025 illustrate the market conditions
CalCCA’s members and the IOUs have navigated in recent years. The parties to this proceeding
largely agree there is scarcity in the RA market, which is an issue that CalCCA and its member
CCAs have attempted to tackled repeatedly and in earnest in other proceedings. The RA scarcity
has driven a substantial increase in the market value of System RA. For example, PG&E’s
application points to market scarcity to justify its proposal to cap the RA MPB. !! SDG&E’s
Application recognizes that prices for RECs and RA are significantly higher than the 2024
benchmarks.!? With this unified market experience, it is no surprise that the forecasted RA MPB
is elevated. The RA MPBs are calculated using real market data, just as the Commission ordered

in D.18-10-019.13

10 D.20-12-035 at 27.

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

12 Application at 12.

13 See October 4, 2024 MPB Calculations; see also D.18-10-019 at Appendix 1.
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The elevated level of this year’s MPBs is a not a bug in the Commission’s approved PCIA
framework. Rather, it is an intentional feature of that framework meant to reflect changes in market
value and ensure ratepayer indifference. In other words, the RA MPB is operating as the
Commission intended. Unless the Commission adopts a change to the RA MPB methodology—
an issue the ALJ Ruling recognizes is out of scope in this proceeding—the potential for an over-
or under-collection is as likely this year as it is each year. As such, special procedural
considerations are not warranted.

B. Modifications to the RA MPB Calculation Methodology May Not be Necessary
as it is Unclear Whether Such a Change Will Change the Potential for Under-
or Over-Collections.

All three IOUs have argued to some degree that the calculation of the RA portfolio value
should change on account of the Commission’s new SOD framework. However, the IOUs do not
agree on what those changes should be. SDG&E stated at its Prehearing Conference that the
calculation of the RA MPB should change on account of SOD,!* but then excluded any such
proposal in its testimony. SDG&E stated that “no changes to the PCIA RA methodology for SOD
have been discussed in front of the Commission, and therefore no changes have been approved.”!?
PG&E has stated the methodology for calculating the RA MPB may no longer fairly value RA
when it is used for IOU compliance and PCIA ratemaking purposes due to SOD and other market
factors. PG&E therefore proposed an RA MPB cap.'® SCE’s supplemental testimony proposes to

change how it calculates the quantity of RA capacity in its portfolio using an “SOD RA

Effectiveness Factor.”!” In sum, one IOU proposes to adjust RA quantity (SCE), one believes the

1 A.24-05-010, Transcript (Tr.) Vol. 1 at 13:7-25-14:8-17 (Jul. 12, 2024).
1 A.24-05-010, Exh. SDGE-05 at SM-6:3-9.

o PG&E Prepared Testimony at 2-13:19-21.

17 A.24-05-007, Exh. SCE-04 at 8:9-11:4.
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RA price will need to be adjusted and recommends further review (PG&E), and one says it is
waiting for Commission approval to change the PCIA methodology (SDG&E).

It is possible SOD will change how the RA market operates and require a change in how
the PCIA methodology values the utilities’ RA portfolios. However, as both PG&E and SDG&E
have observed, “it is not yet known what the full impact [of SOD] on the RA market will be and
associated RA MPBs.”!8 There is insufficient data available to know what changes may be required
to the RA Adder MPB or the quantity applied to the MPB. For example, SCE indicated in
discovery that it has not yet developed an hourly RA price curve for 2025 but may potentially
develop one for future years pending developments of SOD implementation.'® The final answer to
the question of the impacts of SOD on the PCIA framework may be a combination of modifications
to how to forecast the RA quantity and price. But the Commission, the three IOUs, and other
interested parties including CalCCA should conduct further analysis before reaching a conclusion
on what such changes will be and how they will impact the current value of the IOUs’ portfolios.?°
Thus, it is unclear whether SOD, or any other market change, warrants (1) Modifications to the
Commission’s MPB calculation, (2) what those changes will be, and (3) whether those changes
will increase or decrease the likelihood of over- or under-collections.

C. Timely Setting Rates that Recognize Capacity is Valuable is the Best Way to
Avoid Under- or Over-Collections.

The Commission’s current framework ensures indifference for all customers by comparing
the value of the IOUs’ portfolio to their costs. Ignoring the high RA capacity prices in the market

today, and the resulting high value of the IOUs’ RA capacity portfolios, will intentionally build an

18 PG&E Prepared Testimony at page 2-14:18 to 2-15:3; A.24-05-010, Exh. SDGE-02 at JE-6:5-9
(discussing uncertainty surrounding the impact SOD will have on RA).

19 A.24-05-007, Exh. CCA-01 at 21:2-6 (citing to SCE response to CalCCA 6.08).

20 Id. at 13:10-13.
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under-collection into next year’s rates. If RA prices remain the same, or especially if they continue
to rise, that under-collection could worsen, which could exacerbate the risk of future rate volatility
and/or a sharp rate increases for bundled customers. As such, unless and until the Commission
changes the MPB methodology, the best way to minimize under- or over-collection is to apply the
MPBs produced by the existing methodology and rely on the PABA and ERRA balancing accounts
to set rates for 2025.

I1. AT THIS TIME, THE RA MPB DOES NOT WARRANT CHANGES TO THE
RATEMAKING PROCESS WITHIN THIS PROCEEDING.

A. Question 1: Do You Expect the Released RA MPB to Have a Significant Impact
on the Issues Scoped Into This Proceeding?

The change in the RA MPB alters the final value of the IOUs’ capacity portfolios in the
2024 year-end balances and the forecasted value of those portfolios in the 2025 Indifference
Amount. However, the ultimate purpose of this proceeding is to set generation rates for 2025, and
the Commission’s ratemaking principles focus on how a proceeding will change rates compared
to the rates customers currently pay.?! While further analysis remains to be done, the RA MPB
may not have a major impact on rates, as compared to the rates in place when the Application was
filed, after changes to the other benchmarks are taken into account.

Neither parties nor the Commission will fully know the impacts to rates until each IOU
files its October Update. However, CalCCA analyzed the impact of the newly released MPBs on
PCIA and bundled generation rates using the IOUs’ workpapers provided with their initial
Applications. The CalCCA analysis includes following assumptions:

e Updating the 2024 and 2025 MPBs, but not updating the corresponding volumes to which
those MPB are applied, i.e., generation, RECs, RA, and net qualifying capacity;

21 See D.23-04-040; Pub. Util. Code § 454(a) (explaining that the Commission will not allow a new
rate unless it determines that the new rate is justified).
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e Updating PCIA and bundled generation rates to reflect the lower 2025 energy prices, higher
RPS MPB and higher RA MPB;

e Updating the 2024 PABA and ERRA year-end balances included in PCIA rates to reflect
the final 2024 RA and RPS MPBs (2024 PABA and ERRA year-end balances were not
updated for changes in actual 2024 energy market prices beyond those in the initial
applications);

e Excluding changes to which the IOUs and parties have agreed to make since the initial
applications, i.e., those changes to which the IOUs agreed in rebuttal testimony, via data
request responses issues in lieu of cross examination, or, in SCE's case, via amended
rebuttal testimony;??

Based on these assumptions, the current projected changes to rates in each utility’s service

territory are summarized in Table 1 below.

Table 1:
PCIA Gen zen % Change
PG&E Vin2009-2020 | Vin2021-2023 | Vin2024 vs. March
March 1,2024 0.0098 0.0012 0.0077 0.1689
Filed | 0.0240 | 00165 | (0.0020)| 01422 |  -18%
MPBUpdate | 00067 (00174) (0.0045)) 01593 | %
PCIA Gen zen % Change
SCE Vin 2009-2020 | Vin2021-2023 | Vin2024 vs. March
March 1,2024 (0.0053) (0.0069) (0.0030) 0.1278
CFled | o016 00152 (0.0138)] 01017 | 20%
"MPBUpdate | (00097) (0.0269) | (00343)) 01067 | A7%
FCIA Gen Gen % Change
SDGAE Vin2009-2020 | Vin2021-2023 Vin 2024 vs. March
March 1,2024 0.0056 0.0151 0.0068 0.1502
'''''
MPB Update 0.0042 0.0028 0.0410 0.19356 28%

2 The impacts to SCE’s rates are calculated using the model in their August 19, 2024, Supplemental

Testimony where the utility introduce changes tied to SOD; the rate impacts calculated herein do not include
changes SCE adopted in amended rebuttal testimony.
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There are number of key takeaways from Table 1. First, the impact to rates varies within
each service territory. If a new procedural or substantive approach is adopted by the Commission,
the impacts of an identical approach in each IOU service territory will have varied results.

Second, in PG&E and SCE’s service territory, bundled rates will actually decrease
compared to the rates in place when their respective Applications were filed. In PG&E’s service
territory, bundled rates will decrease nearly $0.01/kWh, from $0.1689/kWh to $0.1593/kWh,

which is a six percent decrease in rates. In SCE’s service territory, bundled rates will decrease

over $0.02/kWh, from $0.1278/kWh to $0.1067, which is a seventeen percent decrease in rates.>3

Third, the largest increase in rates from commodity rates for bundled customers is about
4.3 cents, or 29 percent, in SDG&E's service territory.?* Although the increase is significant, the
Commission has adopted similar increases before. For example, in PG&E's 2022 ERRA Forecast
case, the Commission approved a bundled customer generation rate increase of 32.6 percent.?
That same year, the Commission also adopted an increase in commodity rates in SDG&E’s ERRA
Forecast proceeding of 19 percent, and an increase of 23 percent in SCE’s ERRA Forecast
proceeding.?® Thus, the current forecasted increase in SDG&E’s bundled rates is within the range

of rate increases the Commission has deemed acceptable in prior years.

3 While SCE implemented an ERRA Trigger rate change on October 1, 2024 that substantially
decreased bundled customer rates (see SCE AL 5371-E), that decrease essentially acts as an early
implementation of the year-end brown power true-up (the Energy Index true-up) for bundled customers.
For that reason, Table 1 compares the rates in SCE’s filing to the rates in the utility’s original application.
2 SDG&E AL 4495-E, Notice of ERRA Trigger in Compliance with Decision 07-05-008 (notifying
the Commission that its ERRA balance was in a triggered position, but requesting acknowledgment that no
other action was needed at that time); SDG&E AL 4495-E-A, Partial Supplemental — Notice of ERRA
Trigger in Compliance with Decision 07-05-008 (Sept. 20, 2024) (notifying the Commission that its ERRA
balance was no longer in a triggered position).

» See generally D.22-02-002 (Feb. 11, 2022).

26 D.21-12-040; see Revised Updated Direct Testimony at GM-9 (Nov. 15, 2021) (illustrating current
and proposed bundled generation rates); D.22-01-003; see A.21-06-003, SCE Errata to the Updated
Testimony.: Energy Resource Recovery Account (ERRA) 2022 Forecast of Operations, p. 138 (Nov. 9,2021)
(illustrating current and proposed bundled generation rates).
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Lastly, with the soft brown power prices currently in the market, on-going updates to 2024
PABA and ERRA balances, i.e., including actual costs and revenues since the utilities’ initial
applications, may improve the situation for bundled customers rather than make them worse. The
result is that, compared to rates in place at the time the Applications were filed, the rate changes
are within the range of changes the Commission has adopted previously. In fact, bundled customer
rates may decrease further as January 1, 2025, approaches and more actuals are included in the
revenue requirement.

B. Question 2: Should The Commission Consider Procedural Options For

Addressing Any Impacts Within The Timeline Of This Case? If So, How? For
Example, Should A Ruling Be Issued Seeking Comment On Options For How
To Address The Impact, And/Or, Should Parties Address These Options In
Their October Update Filings And Comments?

The Commission should not consider additional procedural options at this time to address
impacts of the RA MPB on the issues in scope in the ERRA Forecast proceedings. First, as these
comments explain in response to Question 1 above, the RA MPBs likely do not impact the scoping
issues in a manner that require the Commission’s intervention. Based on the information currently
available, as a result of the new MPBs rates will either change in bundled customers’ favor or will
change in a reasonable manner based on past ERRA Forecast cases.

Second, should the October Update reveal more dramatic increases in bundled customer
rates due to the RA MPB, the scoping ruling in each proceeding gives parties multiple
opportunities to address these impacts without requiring additional procedural options. Depending
on the ERRA Forecast proceeding, parties have between two or three more pleadings to address
these impacts (i.e., the October Update, and comments responsive to the October Update, in

addition to comments on the Proposed Decision). In sum, there is plenty of time and opportunity

to address any rate impacts without the Commission creating special procedural (or substantive)
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considerations. If the Commission creates additional process to address any impacts from the RA

MPB, it will unnecessarily squeeze an already-expedited case at a time when the parties are

working to develop October Update testimony, analyze and issue discovery on that testimony, and
comment on that testimony.

C. Question 3: If Impacts and Procedural Options Exist, Are There Ways to

Address Impacts of the RA MPB Within the Timeline of This Proceeding? For

Example, Should the Commission Consider an Early True-Up Via Advice

Letter Process or Another Option?

1. Options to address the RA MPB that are within the scope of this
proceeding are not necessary at this time.

As these comments explain in response to Questions 1 and 2 above, the extent to which the
final RA MPB will impact bundled customer generation rates is not yet clear, and therefore the
Commission need not consider additional procedural options to address those impacts at this stage.
While there are ways to address the impacts of the RA MPB on bundled customer generation rates
within the timeline and scope of this proceeding, those approaches do not need to be considered at
this time. The forecast bundled customer generation rates will either decrease or increase within
the bounds of prior rate increases the Commission has approved.

For example, one option the Commission has considered is to amortize a revenue
requirement over more than 12 months to reduce the immediate impact of that revenue requirement
on customers’ rates. The Commission adopted this approach when addressing the fallout from the
PCIA cap, and the above-cap portion of the PCIA revenue requirement was amortized via the

PCIA Undercollection Balancing Account in rates for 2021, 2022 and 2023.2’ The Commission

27 D.20-12-038 at 18-19 (adopting a three-year amortization period for PG&E’s 2020 PUBA amount);
D.20-07-002 at 53-54 (adopting a similar amortization for SCE’s 2020 PUBA year-end balance).
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has also exercised different amortization periods as a result of bundled customer rate increases due
to ERRA trigger proceedings. 2

However, amortizing revenue requirement increases can exacerbate rather than temper rate
volatility over the long term. Amortization is not a permanent rate relief strategy, but is rather
simply a delay of an inevitable rate increase. The Commission should note that 2025 forecasted
rates may in fact be the right time to recover increased bundled customer rates on account of the
RA MPB. While the market values of RA capacity and RECs are high today, declining brown
power prices, especially those South of Path 15, substantially offset the impacts and mute the effect
of those benchmarks on PCIA and bundled customer rates. There is no obvious reason to believe
future conditions will be more favorable to recovering RA and REC costs.

Special rate treatment should only be used as a last resort to address extreme rate increases,
and those conditions do not currently exist. If the October Update reveals circumstances in the
market that create the right conditions to amortize certain revenue requirements, however, it is
important to provide rate relief to customers that will realize a decrease in rates as soon as possible.
For example, should the Commission take this “last resort” option of increasing the amortization
period for a bundled customer revenue requirement in order to avoid rate shock, it should not
simultaneously delay the implementation of correspondingly lower PCIA rates.

Finally, in addition, it is unlikely an “early true-up” via the Advice Letter process will have
an impact on final rates. The true-up involves resolving the differences between 2024 forecasted
costs and revenues and the actual costs and revenues the utility realizes in 2024. It therefore
requires the utility to know the actual costs and revenues it has realized in a given month to record

those values to the applicable balancing accounts. The true-up occurs for a given month in the

28 See e.g., D.20-12-028 at OP 1 (granting three-year trigger balance amortization); D.24-08-015 at

16 (granting one-year trigger balance amortization).
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following month after the accounting close for the given month. It is not possible to have the actual
values necessary to conduct a true-up earlier than those actual values are available.

Under the Commission’s current framework for setting final generation rates, all months
will be trued up by January 1, 2025 except for December 2024. The October Update includes
actuals through September, while the November 15 Tier 2 and the December 31 Tier 1 Advice
Letters that make up each utility’s consolidated rate change include actuals for October and
November, respectively.?” Thus, actuals are included when setting rates for 2025 as soon as
practicable after they become available. Therefore, an earlier true-up within the timeframe of this
proceeding is both not possible until after each month’s accounting close and unlikely to have an
impact on rates for which the existing process does not already account.

2. Proposals to modify how the PCIA revenue requirement is calculated
go beyond the scope of this proceeding and should not be considered in
response to the ALJ Ruling.

The ALJ Ruling warns that comments in response to the ruling “should be limited to the
scope of this proceeding, and not address issues outside of the scope, such as whether the MPB
methodology should be changed.”*® Therefore, any change to the MPB methodology, including
any artificial cap on the MPB similar to proposals in SDG&E and PG&E’s Applications,®! is
beyond the scope of this proceeding and beyond the scope of the ALJ Ruling. If PG&E, SDG&E,
or SCE propose a similar measure in response to the ALJ Ruling, the Commission should reject it.

In its Application, PG&E conditionally proposed an improper modification to the PCIA

ratemaking framework, and SDG&E stated it may propose something similar in its October

2 Resolution E-5217 at 13.

30 ALJ Ruling.

3 SDG&E Application at 12; A.24-05-010, Exh. SDGE-05; see also PG&E Prepared Testimony at
Chapter 2.
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Update. Scoping Rulings in both cases denied consideration of those proposals.*? The Commission
should maintain this prohibition and prevent any attempt to disguise as ratepayer mitigation
measures these fundamental changes to setting the PCIA revenue requirement=.

PG&E’s original proposal can be summarized as follows. On account of the 2024 Final
($28.65/kW-mo) and 2025 Forecast ($42.54/kW-mo) System RA MPBs exceeding the 2024
Forecast System RA MPB ($15.23/kW-mo), PG&E therefore would have asked the Commission
to ignore the 2024 Final and 2025 Forecast System RA MPBs, and instead continue to apply the
lower 2024 Forecast System RA MPB for PCIA ratemaking purposes.®® Further, PG&E would
have asked the Commission to keep the RA MPB artificially capped at the 2024 Forecast level
($15.23/kW-mo) until some indefinite point in the future when the Commission completes an
examination of the RA MPB and RA market in a docket PG&E does not identify.** PG&E would
have tracked the difference in the value of the RA attributes transferred between PABA and ERRA
using the artificially frozen RA MPB and the actual RA MPBs (and ultimately, at some point in
the future, impose the accumulated balance on its customers).

While PG&E’s Application characterized its proposal as a mere “mitigation measure,” it
goes far beyond that. PG&E’s proposal would have added a major new component to the PCIA
ratemaking framework as modified by D.18-10-019 and D.19-10-001: an RA value cap. Nothing
in those decisions, or in any subsequent Commission decisions, authorizes an RA value cap (or

any similar “mitigation measure”). On the contrary, the PCIA framework requires the IOUs to use

32 A.24-05-010, Assigned Commissioner’s Scoping Memo and Ruling, p. 5 (Aug. 14, 2024); A.24-05-
009 Assigned Commissioner’s Scoping Memo and Ruling, p. 3 (Aug. 1, 2024).
PG&E Prepared Testimony at 2-18.
34 1d. at 2-19.
3 Id. at 2-18.
3 Id. at 2-2:4.
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the 2025 Forecast RA MPB?’ to determine its Indifference Amount.*® The framework also requires
PG&E to use the 2024 Final RA MPB to determine its 2024 year-end balance in the PABA.*°

Until and unless the Commission undertakes a review of the RA MPB methodology, and
makes the determination that it needs to be modified, the IOUs must comply with existing
Commission decisions, including D.18-10-019 and D.19-10-001. These decisions require the IOUs
to use the 2025 Forecast RA MPBs to determine their Indifference Amounts and require PG&E to
use the 2024 Final RA MPBs to determine its 2024 year-end balance in the PABA. The IOUs
cannot deviate from these approaches to disguise as “mitigation measures” fundamental changes
to calculating revenue requirements.

Indeed, doing so would violate State law. Section 365.2 of the California Public Utilities
Code mandates indifference for departed customers, requiring the Commission to “ensure that
departing load does not experience any cost increases as a result of the allocation of costs that were
not incurred on behalf of the departing load.”*® Under Section 366.2, unbundled customers are
responsible solely for “estimated net unavoidable electricity costs” when determining indifference,
and those costs must be reduced by the benefits in the IOUs’ portfolios that accrue to bundled
customers.*! Decisions 18-10-019 and 19-10-001 apply the mandates in Sections 365.2 and 366.2
and create the PCIA framework to maintain indifference.

Any deviation from the existing PCIA framework—such as capping RA value as PG&E
proposed—will result in impermissible cost shifts to departed customers. In other words, PG&E’s

proposal will require departed load customers to indefinitely subsidize bundled customer rates if

37 See D.19-10-001 at 27.

38 D.19-10-001, Attachment B at 1 (Table II).
39 Id. at 2 (Table IV).

40 Cal. Pub. Util. Code § 365.2.

4 Cal. Pub. Util. Code § 366.2(H)(2), (g).
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RA prices go up, while PG&E relies on the existing PCIA resource portfolio to meet its own RA
requirements for bundled customers. PG&E’s RA cap proposal was not about mitigating rate
volatility, but rather was an attempt to lower bundled customer generation rates by shifting costs
to departed load. To the extent any utility advances a similar proposal in response to the ALJ
Ruling, the Commission should disregard and reject that proposal.
III. CONCLUSION

For the foregoing reasons, CalCCA urges the Commission to refrain from taking special

steps—procedural or otherwise—in response to the RA MPB at this time.
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