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SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS

J SCE’s October 14" Update demonstrates that a myopic focus on the recently released RA
MPBs and their impact on the PCIA revenue requirement is misplaced considering the
overall effect on bundled customer rates.! SCE’s own forecast illustrates there is little risk of

rate volatility for 2025 due to the recently issued RA MPBs: SCE’s forecasted bundled

customer generation rates are eighteen percent lower than rates in place when the Application
was filed; and, after SCE corrects the RPS MPB in its October 14" Update, SCE’s rates are

unlikely to change compared to current rates.

. Focusing on whether the recently released MPBs will cause future volatility due to
significant over- or under-collections in the PABA is equally misplaced. The MPBs function
as the Commission intended, reflecting prices actually paid by load-serving entities, and it is
highly speculative to assert that future price changes will or will not create future volatility.

e  Viewed through this lens, SCE’s proposal amounts to an opportunistic attempt to revise the
PCIA ratemaking methodology. Such a policy proposal is inappropriate for the crunched
timelines surrounding the October Update and risks mistake-riddled, legally deficient
decision-making.

o To avoid doubt, an ALJ Ruling ensuring parties can respond to the substance of SCE’s
proposal in comments and briefs in response to the Alternate October Update will ensure a
fulsome record and enable sound ratemaking.

o Requiring SCE to provide an amended version of its October 14" Update, calculated with
the correct RPS MPB, will allow for an apples-to-apples comparison to the Alternate October

Update that isolates the impacts of SCE’s proposal.

! 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 388-E) For Approval of Its 2025
ERRA Forecast Proceeding Revenue Requirement Application 24-05-007

RESPONSE TO OCTOBER 15, 2024 ALJ RULING OF
CALIFORNIA COMMUNITY CHOICE ASSOCIATION

Pursuant to ALJ Regnier’s October 15, 2024 Email Ruling Directing SCE to File An
Alternate October Update, Providing Opportunity for Response and Reply, and Clarifying
Schedule (ALJ Ruling) and the August 14, 2024 Assigned Commissioner’s Scoping Memo and
Ruling,* California Community Choice Association® (CalCCA) hereby submits this Response to
Southern California Edison’s (SCE) proposed methodology (Proposed Methodology) within its
Application of Southern California Edison Company (U 388-E) For Approval of Its 2025 ERRA
Forecast Proceeding Revenue Requirement (Application),* the Comments of Southern California
Edison Company (U388-E) on Ruling Regarding Procedural Mechanisms (SCE Comments),’ and

the October 14, 2024 SCE Updated Testimony Energy Resource Recovery Account (ERRA) 2025

2 Application (A.) 24-05-007, Email Ruling Directing SCE to File An Alternate October Update,
Providing Opportunity for Response and Reply, and Clarifying Schedule (Oct. 14, 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 Jos¢ 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 Its
2025 ERRA Forecast Proceeding Revenue Requirement (May 15, 2024).
> A.24-05-007, Comments of Southern California Edison Company (U388-E) on Ruling Regarding

Procedural Mechanisms (Oct. 14, 2024) (SCE Comments).
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Forecast of Operations (October 14" Update).® CalCCA appreciates the opportunity to provide
this response.

SCE’s October 14 update demonstrates that a myopic focus on the recently released RA
MPBs and their impact on the PCIA revenue requirement is misplaced considering the overall
effect on bundled customer rates. SCE’s own forecast illustrates there is little risk of rate volatility
for 2025 due to the recently issued Resource Adequacy (RA) Market Price Benchmarks (MPBs),
neutralizing the key concern animating SCE’s Proposed Methodology. After taking the RA MPBs
into account, SCE’s forecasted bundled customer generation rates are eighteen percent lower than
the rates in place when SCE filed its Application, and a mere 0.1 percent above rates in effect right
now.” When SCE corrects the Renewable Portfolio Standard (RPS) MPB in its October 14"
Update, it will likely eliminate that miniscule rate increase, meaning rates will remain unchanged
or decrease from current levels.

Focusing on whether the recently released MPBs will cause future volatility due to
significant over- or under-collections in the PABA is equally misplaced. The MPBs function as
the Commission intended, reflecting prices actually paid by load-serving entities, and it is highly
speculative to assert that future price changes will or will not create future volatility.

Simply put, there is no basis for allowing the extraordinary, late-breaking modification to
SCE’s Application, and there is no need for urgent Commission action. Adopting such a
modification with limited opportunity for Commission and party consideration increases the
likelihood of adopting a substantively and perhaps legally deficient mode of calculating the value

of SCE’s PCIA portfolio.

6 A.24-05-007, Updated Testimony Energy Resource Recovery Account (ERRA) 2025 Forecast of
Operation (Oct. 14, 2024) (October Update).
! A. 24-05-007, Exh. SCE-06 at Table XI-59.
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SCE’s Proposed Methodology introduces an entirely new substantive proposal that will
have significant impacts on bundled and unbundled customers, and it does so at the eleventh hour.
SCE did not include its Proposed Methodology in its initial Application, its Prepared Testimony,
its Supplemental Testimony, its Rebuttal Testimony, or its Amended Testimony. Instead, SCE will
issue the results of its Proposed Methodology just one week before briefs and comments are due,
leaving parties with little opportunity to analyze the results of SCE’s Proposed Methodology or
SCE’s implementation of that Proposed Methodology. With this timeline, no party will have the
opportunity to probe SCE’s Proposed Methodology through cross examination. This late-breaking
revision to SCE’s Application is not warranted, regardless of whether there are exceptional
circumstances.

CalCCA does not respond to the substance of SCE’s methodology in this submission. Since
SCE has not provided its Alternate October Update, CalCCA cannot evaluate SCE’s
implementation of its proposal or the results of its proposal. Because it is more prudent to review
SCE’s actual Alternate October Update before providing the Commission with its comments,
CalCCA intends to address the merits of SCE’s Alternate October Update in its brief and
comments due on October 28, 2024. This is consistent with SCE’s proposal, where SCE noted that
“Opening Comments/Opening Briefs on both versions of SCE’s October Update would be due on
Monday, October 28 consistent with the existing procedural schedule.”® CalCCA therefore
respectfully requests the Commission make clear that parties remain free to address the merits of
SCE’s Proposed Methodology in briefs and comments due on October 28, 2024.

Finally, SCE’s October 14" Update does not include the corrected version of the Final RPS

MPB in its calculation of the 2024 year-end balancing account. To ensure an apples-to-apples

8 A.24-05-007, SCE Comments at 7 (emphasis added).
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comparison of the revenue requirements and rates resulting from SCE’s October 14" and Alternate
October Updates, CalCCA respectfully requests an order directing SCE to include alongside its
Alternate October Update a version of its October 14th Update adjusted to include Energy
Division’s corrected October 11, 2024 RPS MPB.

I. NO SPECIAL CIRCUMSTANCES WARRANT ADOPTION OF SCE’S PROPOSAL
VIA THE OCTOBER UPDATE.

A. No Rate Volatility Warrants the Adoption of SCE’s Proposal.

SCE’s October 14 update demonstrates that a myopic focus on the recently released RA
MPBs and their impact on the PCIA revenue requirement is misplaced considering the overall
effect on bundled customer rates. In its response to the ALJ Ruling, SCE argued its Alternate
October Update was warranted because Energy Division’s 2025 Forecast RA MPBs
“fundamentally alter the forecast rates included in SCE’s 2025 ERRA Forecast filing from May of
this year” and because SCE forecasts “large and unexpected changes to the forecasted rates set
forth in the May filing .

SCE’s justification is misleading. SCE fails to explain why exceptional and novel actions
should result from changes from one forecasted rate to another forecasted rate. No customer has
yet paid the rates SCE forecasted in its May Application, meaning those forecasted rates provide
little context for the rates SCE now forecasts. Instead, to the extent the Commission is concerned
with customer rate volatility, it must consider how SCE’s current forecasted rates (as detailed in
its October 14th Update) compare to rates customers paid when the Application was filed, and the
rates customers now pay; not how things have changed in SCE’s forecast throughout the life of

this proceeding. Viewed in the proper light, the data show that there is no risk of actual rate

? Id. at 5 (emphasis added).
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volatility because of the RA MPBs and, by extension, no extraordinary Commission action is
warranted.

SCE’s October 14th Update makes this plain. Table XI-59 shows that SCE now forecasts,
based on the latest data (including the RA MPBs), that bundled customer generation rates will
increase a mere 0.1 percent relative to rates that customers are paying foday.'® After SCE corrects
for the lower RPS MPB, that increase will either disappear or convert to a decrease. And CalCCA’s
analysis shows that the rates SCE forecasts in its October 14th Update are eighteen percent lower
than the rates in place at the time SCE filed its Application. Taken together, these comparisons
show first that customers will see effectively no change in their rates in 2025 relative to rates in
effect today, and that compared to rates customers recently paid, bundled customers are receiving
significant rate relief. This is not an illustration of rate volatility at all, let alone a situation
justifying extraordinary Commission action.

The fact is SCE’s proposal is opportunistic: using the Commission’s concerns regarding
rate volatility to modify how the utility will calculate 2025 revenue requirement. The Commission
should ignore SCE’s explanation as to why urgent and extraordinary Commission action is
appropriate and reject the proposal SCE will make in its Alternate October Update.

B. No Atypical Likelihood of an Under- or Over-Collection Exists in This Case.

Judge Regnier’s October 8, 2024 email ruling considered whether a high RA MPB might
lead to under- or over-collections. As discussed extensively in CalCCA’s comments in response
to that ruling, the likelihood of an over- or under-collection is as likely in this year’s case as it is

in each year.!! The apparently low volume of RA transactions this year does not change this fact,

10 A.24-05-007, Exh. SCE-06 at 159:7-10, 162.
H Id. at 7-8.
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and the “typical” likelihood of there being large swings in balances next year does not warrant
adoption of SCE’s proposal.

The Commission purposely designed the RA MPB to reflect the on-the-ground realities of
the RA marketplace, and it is doing so. Both the Forecast and the Final RA Adders for each type
of RA product reflect the actual market prices participants are paying in the market,'? just as the
Commission ordered in D.18-10-019.!3 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. A high RA MPB, with balancing accounts that
track the difference between forecasted and actual values, with interest, until the next ratemaking
cycle, is not a cost shift; it is the system working as the Commission intended.

SDG&E and PG&E appear to be concerned about the low volume of RA transactions used
to calculate the MPB.!* 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

12 A.24-05-007, A.24-05-009, A.24-05-010, Energy Division, Market Price Benchmark Calculations
(October 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).

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

1 A.24-05-009, PG&E’s Response to Administrative Law Judge’s Email Ruling Regarding
Procedural Mechanism’s at 5-6, n.6 (Oct. 14, 2024); A.24-05-010, SDG&E’s Comments on Email Ruling
Requesting Party Comments on Procedural Mechanisms at 2, n.2 (Oct. 14, 2024).

15 CAISO Key Statistics July 2023 and September 2024.
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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.

Regardless, these concerns are a red herring. The cost of an incremental 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 and SDG&E have recognized the market
scarcity leading to these prices in their respective cases.'® Given these market conditions, it should
be no surprise to anyone—including SCE, as an active market participant—the forecasted RA
MPB is elevated, and no party—including SCE—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 assumes the RA MPB will be modified in 2025, 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. Not only is the “jury still out” on

such questions, no forum yet exists in which to consider them.

1o A.24-05-009, Pacific Gas and Electric Company Prepared Testimony, at 2-13:19-21 (May 15,
2024) (PG&E Prepared Testimony); 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
Forecasts, and GHG-Related Forecasts at 12 (May 15, 2024).
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C. SCE'’s Proposal is Improper for the October Update.

SCE’s Application explained it would update its 2025 ERRA Forecast revenue requirement
in October 2025 for the sole purpose of incorporating its latest forecast assumptions and balancing
account balances into its forecast 2025 rates, which is entirely consistent with past ERRA Forecast
proceedings. The Commission should follow that past practice here and reject SCE’s contemplated
Alternate October Update since it is untethered to either the need for ratepayer mitigation or to
issues that are ordinally within the scope of the October Update.

As SCE explained, the October Update is intended as an opportunity to recalculate forecast
rates with the latest data. It is not—and should not be—a forum for new policy proposals,
particularly when nothing barred SCE from raising this proposal at an earlier stage of the
proceeding. Absent such a bar, the Commission should reject SCE’s proposal, even though SCE
raised it in response to the Judge Regnier’s October 11, 2024 Ruling. SCE could have raised this
proposal in its Application. It could have raised it in its Prepared Testimony. It could have raised
it in its Supplemental Testimony. It could have raised it in its Rebuttal Testimony. And it even
could have raised it in in its Amended Testimony. But SCE made no such efforts. If SCE really
believed that this change was warranted as a matter of California law, or just and reasonable
ratemaking, it should have availed itself of at least one of these options, rather than attempt to push
the proposal through at the last minute.

The issues with accepting this opportunistic proposal are not merely academic. By
presenting its Alternate October Update only at this late stage, SCE has deprived the Commission
of testimony from other parties regarding the proposal, and parties will have no meaningful
opportunity to review and probe SCE’s proposal through cross examination. With briefs and
comments due on October 28, 2024, parties will have just one week to conduct (extremely)

expedited discovery and provide the Commission with their positions, raising a material risk the
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Commission will make a decision with an underdeveloped record. Nothing in California law
requires this action, particularly when the RA MPBs will not result in any real rate volatility.

Nothing warrants SCE’s late-breaking policy proposal, which runs the risk of introducing
a half-baked ingredient into its 2025 rates. The Commission should stay the course and recognize
how adopting a proposal from SCE’s Alternate October Update is procedurally improper.

I1. PARTIES SHOULD BE ABLE TO RESPOND TO THE SUBSTANCE OF SCE’S
PROPOSAL IN COMMENTS ON THE OCTOBER UPDATE.

There are many holes SCE has left to fill with regard to its proposal to which parties should
be able to respond. For example, SCE explained in its comments that it “modified its methodology
for calculating Forecast and Actual Retained RA and Forecast Sold RA to reflect the fact that SCE
was serving as the Central Procurement Entity (CPE) for Local RA in its distribution service
area.”!” However, SCE’s initial Application reflected this updated methodology already and the
utility has put forward no explanation of what circumstances have changed that warrant it
abandoning that methodology now. After all, SCE remains the CPE in its distribution service area.

In addition, parties currently do not know the impact of SCE’s proposal because the utility
has not made clear the exact changes it plans to make to avoid the purported cost shift it (now,
suddenly) sees. It simply states it will modify “the quantity breakdown between System, Local and
Flexible RA to align the application of the RA MPBs with how the resources are categorized in
SCE’s response to the Energy Division’s RA MPB data request.”!® This statement does not make
clear the quantity of Local SCE plans to value at the Local MPB. That quantity could equal all of
the utility’s Local RA, an amount equal to the Local RA obligations in SCE’s service territory, the

amount of Local RA the utility “showed” to the CPE, or another quantity. The fact SCE did not

17 SCE Comments at 6.
18 Id.
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see a cost shift tied to this issue until very recently makes the amount of Local RA to be converted
even more inscrutable.

In the October 15, 2024 ALJ Ruling, Judge Regnier provided the opportunity to parties to
file these Comments. The ruling states that “Parties may serve and file response[s] to the
methodology proposed by SCE’s comments, by October 17, 2024.” While CalCCA appreciates
that opportunity, the ruling could be read to foreclose the ability of parties to comment on SCE’s
Alternate October Update in their briefs and comments due on October 28, 2024, and their reply
briefs and comments due on November 7, 2024. Read in that way, the ruling could be interpreted
as a reduction in parties’ ability to analyze SCE’s Alternate October Update from one week after
it is submitted (under SCE’s proposal'®) to two days before it is submitted. And it could mean that
parties’ only opportunity to address SCE’s proposal is to do so before SCE issues it.

If this reading is accurate, the October 15, 2024 Ruling would seriously prejudice
intervenors and would fall short of creating the robust record the Commission needs to reach a
final decision in this proceeding. This would be particularly damaging considering the amount of
the potential swing in the Indifference Amount. It would also contradict SCE’s proposal itself,
which left open the option for parties to address the Alternate October Update in their October 28,
2024 briefs and comments.?°

CalCCA thus respectfully requests clarification from Commission via a ruling that the
October 15, 2024 Ruling does not preclude parties from addressing the merits and substance of
SCE’s Alternate October Update. Such a major shift in revenue requirement should only be

analyzed after it has been proposed by the party putting it forward, with the benefit of workpapers,

1 A.24-05-007, SCE Comments at 7 (“Opening Comments/Opening Briefs on both versions of SCE’s
October Update would be due on Monday, October 28 consistent with the existing procedural schedule.”).
20 1d.
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and with the benefit of discovery. This request for clarification will ensure parties have at least
some opportunity to accomplish that analysis.

III. SCE SHOULD PRESENT AN AMENDED VERSION OF ITS OCTOBER 14
UPDATE WITH THE CORRECTED RPS ADDER.

SCE’s October 14th Update does not include (1) the proposal SCE intends to include in its
Alternate October Update or (2) adjustments stemming from Energy Division’s corrected, October
11, 2024 RPS MPBs.?! SCE explains that it will include both items in its Alternate October
Update.??

While CalCCA does not object to the inclusion of the corrected RPS MPBs in SCE’s
Alternate October Update, SCE’s intended alternate submission will not be a direct apples-to-
apples comparison of SCE’s October 14™ Update. This lack of a direct comparison will obscure
the impact of SCE’s Proposed Methodology. To avoid this obstruction, CalCCA respectfully
requests a ruling from the Commission directing SCE to include alongside its planned Alternate
October Update a revised version of its October 14th Update considering the corrected, October
11,2024 RPS MPBs.

IV.  CONCLUSION

For the foregoing reasons, CalCCA urges the Commission to refrain from adopting SCE’s
Proposed Methodology at this late stage, to permit parties to address the Proposed Methodologies
in their October 28, 2024 briefs and comments, and their reply briefs and comments due on
November 7, 2024, and to require the utility to present two alternatives in its October 21, 2024

Alternate October Update.

2 A.24-05-007, Exh. SCE-06 at 5:24-6:3.
2 See id.
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Respectfully submitted,

/s/ Tim Lindl

Tim Lindl

Andrew Ball

Keyes & Fox LLP

580 California Street, 12th Floor

San Francisco, CA 94104

Telephone: (408) 621-3256

E-mail: tlindl@keyesfox.com
aball@keyesfox.com

October 17, 2024 On behalf of the California Community
Choice Association
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