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SUMMARY OF RECOMMENDATIONS

e Apart from the issues identified herein, CalCCA' supports the ALJ’s Proposed Decision, and
recommends its adoption.

e The Proposed Decision rightly directs PG&E to value substitution capacity from its PCIA
portfolio at the RA MPB; however, it should delete the provision in COL 13 requiring PG&E
to apply an RA MPB mitigation measure from PG&E’s ERRA Forecast in this proceeding. No
changes to the RA MPB will result from that proceeding based on a recently published
Proposed Decision, meaning the question is moot. What the ERRA PD does adopt cannot be
implemented via a Tier 1 Advice Letter, is unreasonable for the DC NBC and its related
balancing accounts and is not in scope in this proceeding.

e PG&E should not be required to file a Tier 3 Advice Letter to update its allocation of RA and
GHG-free energy attributes because the utility will already file a Tier 2 advice letter to allocate
those attributes. The utility has already made similar calculations in previous advice letter
filings complying with D.23-12-036, meaning, at the very least, the Tier 3 requirement should
be revised to a Tier 1 requirement.

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

this brief.
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from September 1, 2023 through December 31, 2025
and for Approval of Planned Expenditure of 2025
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CALIFORNIA COMMUNITY CHOICE ASSOCIATION’S
COMMENTS ON PROPOSED DECISION

The California Community Choice Association® (CalCCA) submits these Comments on
Administrative Law Judge Atamturk’s [Proposed] Decision on Pacific Gas and Electric
Company’s (PG&E) Revenue Requirement to Support Extended Operation of Diablo Canyon
Power Plant and 2025 Volumetric Performance Fees Proposal (PD or Proposed Decision)
pursuant to Rule 14.3 of the Rules of Practice and Procedure of the California Public Utilities
Commission (Commission).?

CalCCA supports much of the Proposed Decision, including its rejection of PG&E’s
proposal to modify the benefit allocation methodologies established in Decision (D.) 23-12-036.

Further, CalCCA does not oppose the Commission’s rejection of PG&E’s spending plan for 2025,

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 José Clean Energy, Santa
Barbara Clean Energy, Silicon Valley Clean Energy, Sonoma Clean Power, and Valley Clean Energy.

3 Application (A.) 24-03-018, [Proposed] Decision on Pacific Gas and Electric Company’s (PG&E)
Revenue Requirement to Support Extended Operation of Diablo Canyon Power Plant and 2025 Volumetric
Performance Fees Proposal (Nov. 14, 2024) (Proposed Decision).
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though the Proposed Decision’s delay in establishing the guardrails CalCCA and other parties
proposed for the use of revenues from volumetric performance fees—including prohibiting
expenditures on hydroelectric generation infrastructure—is disappointing.

The Proposed Decision errs, however, in its resolution of the question of how to value
substitution capacity needed when Diablo Canyon Power Plant (DCPP) goes on a planned outage.
The PD rightly recognizes the Resource Adequacy (RA) Market Price Benchmark (MPB) is the
correct measure of that value, but it should not act on PG&E’s faulty suggestion to implement a
mitigation measure regarding the RA MPB in a future Tier 1 advice letter filing for at least four
reasons. First, the Proposed Decision published on November 25, 2024, in PG&E’s ERRA
Forecast case (ERRA PD) does not make changes to the RA MPB and rejects the mitigation
measure PG&E’s Fall Update references, meaning adoption of the ERRA PD would render
Conclusion of Law (COL) 13 moot. Instead, the ERRA PD defers consideration of changes to the
RA MPB to a future proceeding. Even if such an action could be called a mitigation measure, it
could not be implemented in the manner PG&E contemplated (and the PD proposes), i.e., “via a
Tier 1 advice letter” and “in the next consolidated electric rate change filing with the
Commission. ™ The legal and policy implications of retroactively modifying the calculation of the
RA MPB true-up are unreasonable for consideration in a Tier 1 advice letter and should be
considered in a full Commission proceeding where complex legal and policy questions can be
resolved.

Second, the PD frames the mitigation measure as necessary to prevent under or over-
collections in the ERRA balancing account, but that balancing account is irrelevant to the cost of

substitution capacity from PG&E’s Power Charge Indifference Adjustment (PCIA)-eligible

4 Proposed Decision at 32, Conclusion of Law (COL) 13.
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portfolio. It is the Portfolio Allocation Balancing Account (PABA) and the Diablo Canyon
Extended Operations Balancing Account (DCEOBA) that matter when recording the transfer
payment necessary to reflect the costs and value of substitution capacity.

Third, the impacts of the RA MPB are muted in this case and do not pit bundled customers
against unbundled customers. Energy Division’s November 5, 2024, revision to the RA MPB
already reduces the substitution capacity cost estimate PG&E provided in the Fall Update by $11.4
million. The remaining costs are spread among all Commission-jurisdictional customers, meaning
the change in the value of the RA MPB between PG&E’s prepared testimony and its Fall Update
(revised to include the updated RA MPB) is only seven-hundredths of a cent, or $0.0007/kWh.
That impact also is only short-term since the forecasted RA MPB will be trued up against the final
RA MPB in rates for 2026.

If the Commission finds the current methodology to calculate the RA MPB creates a cost
shift in another proceeding, that cost shift in this case would be between all Commission-
Jjurisdictional customers (all of whom pay the Diablo Canyon Nonbypassable Charge (DC NBC))
and all customers in PG&E'’s service territory (all of whom pay the PCIA) because PG&E must
credit the PCIA and debit the DCNBC at the RA MPB for the substitution capacity it uses from its
PCIA-eligible portfolio. It would not pit bundled customers against unbundled customers in
PG&E’s service territory. These legal and factual circumstances are far different than those
presented in PG&E’s ERRA Forecast case and weigh heavily against the need for a mitigation
measure.

Fourth, neither changes to the RA MPB calculation methodology nor any mitigation

measure are in scope in this proceeding. That means neither have been sufficiently examined by
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parties in testimony, hearing, briefs, or comments, and neither are supported by substantial
evidence.

All of this is not to say the Commission should ignore the RA MPB if it feels that the
current PCIA ratemaking methodology does not accurately reflect the market value of the utilities’
capacity portfolios. As the ERRA PD appears to imply, if the Commission wishes to revisit how
the RA MPB is calculated, it should follow the existing blueprint for doing so: (1) implement the
existing framework for 2025; and (2) investigate the need for changes to the RA MPB—including
those that may increase the value of the utility’s portfolios—in a different proceeding with all
parties, better resources, and more time.

Finally, the body of the PD requires PG&E to file a Tier 3 Advice Letter to align its
calculation of the allocation of DCPP’s RA capacity and greenhouse gas (GHG)-free energy with
D.23-12-036. Ordering Paragraph (OP) 4, however, then requires a Tier 2 Advice Letter to allocate
those attributes. It is unclear what additional purpose the Tier 3 advice letter in the body of the PD
would serve and, therefore, it should be deleted. Alternatively, in light of Energy Division’s
disposition of PG&E Advice Letter 7295-E/E-A, PG&E should be required to file a Tier 1 Advice
Letter instead of a Tier 3 Advice Letter.

I. THE PROPOSED DECISION ERRS IN ADOPTING AN RA MPB MITIGATION
MEASURE

The PD errs in adopting the following mandate in COL 13:

13. If the Commission adopts measures to mitigate excessive over-
or undercollections in the ERRA balancing account, PG&E should
incorporate those measures into the DC NBC via a Tier 1 advice
letter and implement those changes in the next consolidated electric
rate change filing with the Commission. >
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The PD’s mandate arises in the context of PG&E’s need to procure substitution capacity to replace
DCPP when the facility is on planned outage in 2025.° PG&E has a choice to procure such capacity
in the market or to use resources from its existing portfolio to provide the capacity. This issue only
implicates the RA MPB—which is the subject of COL 13—if PG&E opts to use a PCIA-eligible
resource from its existing portfolio as the substitution capacity. It is important to keep in mind that
if PG&E uses a PCIA-eligible resource, the RA MPB does not set the level of a payment to PG&E
or another generator. Instead, it is merely the value of a transfer payment between PG&E’s own
subaccounts, and the resulting transfer in cost responsibility between the two groups of customers
responsible for paying those subaccounts.

PG&E’s Fall Update provided the suggestion the PD adopts in COL 13, expressly tying
that suggestion to an October 8 email ruling in the ERRA Forecast case requesting comments on
procedural matters related to the updated RA MPB (October 8 Ruling), “and any changes resulting
from that proceeding.” ” However, Judge Fox did not consider PG&E’s proposal in response to the
October 8 Ruling in reaching the ERRA PD because PG&E’s proposals already had been ruled
out of scope. That means: no changes to the RA MPB will result from that proceeding; no other
party put a proposal forward regarding “procedural mechanisms”; and what the ERRA PD does
adopt cannot be implemented via a Tier 1 Advice Letter, is unreasonable for the DC NBC and its
related balancing accounts, and is not in scope in this proceeding. Therefore, the mandate in COL

13 should be deleted in the Final Decision.

6 Id. at 28-33.

7 Exh. PG&E-08 at 20:5-26; A.24-05-009, Email Ruling Requesting Party Comments on Procedural
Mechanisms, p. 3 (Oct. 8, 2024) (October 8 Ruling).
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A. The ERRA Forecast Proposed Decision Would Render COL 13 Moot.

The Commission published the ERRA PD on November 25, 2024, rejecting a mitigation
proposal PG&E had put forward twice in that proceeding. Instead, it stated “the Commission may
in another proceeding consider revisions to the MPB methodology that may impact the adopted
2025 Final MPBs.”® If the ERRA PD is voted out in its current form, the Commission would reject
the only mitigation measure parties had proposed on the record in that case, and there would be no
changes to the RA MPB “resulting from that proceeding,” rendering COL 13 moot.

As the ERRA PD notes, PG&E had asked the Commission to consider a proposal to place
a cap on the RA MPBs in its ERRA Forecast application and testimony on May 15, 2024.'° The
Commission concluded the proposal was beyond the scope of that proceeding in the scoping ruling
in that case.!! The October 8 Ruling reinforced the limited scope of that proceeding: it expressly
affirmed the question of “whether the MPB methodology should be changed” remains firmly
“outside of the scope” of the ERRA Forecast case.!? In response to the October 8 Ruling, PG&E
requested a Commission order directing parties “to brief the issue of whether the Commission
should mitigate the impact of the escalated MPBs pending an evaluation of the calculation
methodology in a future rulemaking[.]”!* The Commission declined to issue the Order PG&E

requested, remaining silent on the issue. Despite these repeated refusals, PG&E’s Fall Update

8 A.24-05-009, [Proposed] Decision Approving Pacific Gas And Electric Company’s 2025 Energy
Resource Recovery Account Related Forecast Revenue Requirement And 2025 Electric Sales Forecast, pp.
10, 21-22 (Nov. 25, 2024) (ERRA PD).

? Exh. PG&E-08 at 20:5-26.

10 ERRA PD at 9-10.

1 1d. at 9-10; A.24-05-009, Assigned Commissioner’s Scoping Memo and Ruling, p. 3 (Aug. 1,2024).
12 October 8 Ruling at 3.

13 A.24-05-009, Pacific Gas and Electric Company’s (U 39 E) Response to Administrative Law
Judge’s Email Ruling Regarding Procedural Mechanisms, p. 6 (Oct. 14, 2024).
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Testimony in the ERRA Forecast proceeding asked the Commission to “mitigate” the impact of
the Commission’s MPBs by placing a cap on one or more of those MPBs, including the RA MPB.!4
Parties filed a Motion to Strike the portions of PG&E’s testimony containing the “mitigation
proposal” because the Commission had already ruled it out of scope.

The ERRA PD resolves these issues by stating the Motions to Strike are moot “since the
Commission did not consider this matter or related testimony in scope.”'® No party other than
PG&E put forward a mitigation proposal in response to the October 8 Ruling. Thus, it does not
appear as though the Commission will adopt a mitigation measure in the ERRA Forecast case if it
votes out the ERRA PD in its current form. Instead, the ERRA PD would leave the issue for future
resolution in a different proceeding. Conclusion of Law 13 in the PD should be deleted because
no change to the RA MPB will be adopted in the ERRA PD, and, if that PD is approved, COL 13
is moot.

To the extent PG&E might argue the sentence in the ERRA PD amounts to a mitigation
measure in the Commission’s view, it cannot be implemented “via a Tier 1 advice letter...in the
next consolidated electric rate change filing with the Commission, !’ and COL 13 should still be
deleted. Retroactive application of a modified benchmark to rates that are already in place carries
with it significant legal and policy implications that are unreasonable for resolution via a Tier 1

Advice Letter.'® Instead, the question of implementing retroactive modification of the 2025 Final

14 A.24-05-009, Exh. PG&E-4, Attachment C.

15 A.24-05-009, California Community Choice Association and Direct Access Customer Coalition’s
Joint Motion to Strike Portions of Pacific Gas and Electric Company’s Fall Update Testimony (Oct. 31,
2024).

16 ERRA PD at 10.
17 Proposed Decision at 32, COL 13.
18 See Cal. Pub. Util. Code § 454; General Order 96-B at Energy Industry Rule 5.1(3).
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MPB should be an issue for consideration in a full Commission proceeding, i.e., “another
proceeding,” as referenced in the ERRA PD, or in next year’s iteration of the instant Diablo
Forecast proceeding.

B. The ERRA Balancing Account is Largely Irrelevant to Extended Operation
of DCPP.

A key factual shortcoming in requiring PG&E to incorporate into the DC NBC “measures
to mitigate excessive over- or under-collections in the ERRA balancing account” is the PD’s
reliance on the potential for under- or over-collections in the ERRA balancing account. PG&E
records the at-market cost of its PCIA-eligible generation portfolio to the ERRA balancing account
and recovers those costs via its bundled customers’ generation rates. However, as of the date
extended operations began, November 1, 2024, the ERRA balancing account no longer includes
DCPP costs because those costs are now recorded to the DCEOBA and recovered via the DC NBC.

If PG&E uses a PCIA-eligible resource from its existing portfolio as the substitution
capacity, the utility will transfer the market value of the capacity between two balancing accounts.
The market value of replacement capacity will be charged to the DCEOBA (not ERRA) and
recovered through the DC NBC (not PG&E’s bundled customer generation rates). An offsetting
credit equal to the value of the replacement capacity will be recorded to PABA (not ERRA) and
recovered via PCIA rates (not bundled customer generation rates).

The PD’s requirement to include RA MPB mitigation measures is therefore based on a
clear error in fact. The “excessive over- or under-collections” the PD references as allegedly tied
to the RA MPB have nothing to do with the ERRA balancing account. There is no justification for
adopting mitigation measures tied to the ERRA in this proceeding because the ERRA balancing

account is largely irrelevant to DCPP’s extended operations.
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C. No Rate Impacts or Bundled Versus Unbundled Customer Conflict Warrant
Adopting Mitigation Measures.

The stakes of any “excessive over- or under-collections” are much lower than the PD
suggests and will not be shouldered solely by PG&E’s bundled customers but shared broadly by
all Commission-jurisdictional customers after they are trued up for accuracy with the Final RA
MPB. In fact, the amounts at issue have already decreased. Energy Division issued a revised RA
MPB on November 5 that reduced the 2025 Forecast System RA MPB from $42.54/kW-month to
$40.31/kW-month."” The revisions also changed the 2024 Final System RA MPB from
$28.65/kW-month to $26.26/kW-mo.?* Those reductions are minor, but they do lower the
forecasted cost of substitution capacity by $11.4 million, from the $210.1 million figure cited in
the PD to $198.7 million, if PG&E opts to use a PCIA-eligible resource from its portfolio to
provide substitution capacity.

Also, the potential per-customer impact is small because the costs are spread over multiple
service territories. If the ultimate cost of substitution capacity is lower than the cost forecasted in
this case, it will be trued up, with the difference making its way into rates for 2026. For example,
PG&E used the forecasted 2024 RA MPB in its prepared testimony, leading to the $78 million
estimate of substitution costs the PD cites as the original estimated substitution cost, i.e., the
estimate prior to the Fall Update.?! If the 2024 Forecast RA MPB turns out to be a perfect estimate
of the cost of replacement capacity from PG&E’s portfolio in 2025, i.e., the final benchmark is the
same as 2024 forecasted benchmark, there would be a $120 million overcollection ($198 million

minus $78 million). As noted above, that over-collection would be recorded to DCEOBA and not

19 Market Price Benchmark Calculations 2024 (Nov. 5, 2024).
20 1d.

2 Proposed Decision at 30. PG&E asked the Commission in its ERRA Forecast proceeding to simply

use the forecasted 2024 RA MPB instead of the forecasted 2025 RA MPB to set rates in that case.
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to ERRA. Since all Commission-jurisdictional customers pay the charges stemming from
DCOEBA via the DC NBC, all customers would split that over-collection. Dividing $120 million
over that many customers substantially dilutes its impact. The amount at stake here—the amount
that would be subject to this mitigation measure—is a meager seven-hundredths of a cent per kWh
($0.0007/kWh).

On the other side of the coin, all PG&E customers pay the charges or enjoy the credits
stemming from the PABA via the PCIA, meaning both bundled and unbundled customers would
share the costs or benefits from a true up. While state law requires the Commission to set rates
ensuring indifference between bundled and unbundled customers,?? the Commission has more
flexibility in setting rates here. If the Commission finds, in another proceeding, that the current
methodology to calculate the RA MPB creates a cost shift, the cost shift here would be between
all Commission-jurisdictional customers (all of whom pay the Diablo Canyon Nonbypassable
Charge (DC NBCQ)) and all customers in PG&E'’s service territory (all of whom pay the PCIA).

Thus, not only is the potential rate impact small between forecasted and final rates, the
potential shift in cost responsibility is not between bundled and unbundled customers in PG&E’s
service territory but rather between all customers in the state and all customers in PG&E’s service
territory. These well-diluted potential rate impacts outweigh the administrative headaches, policy

shortcomings and legal risk that adoption of the mitigation measure in the PD represents.

2 See, e.g., Cal. Pub. Util. Code § 366.2(g).
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D. The Proposed Decision Commits Legal Error by Relying on the Record in
Another Proceeding.

The Scoping Ruling categorized this proceeding as ratesetting.?> The Commission has
previously determined that Section 1757 of the Public Utilities Code applies to ratesetting,?* which
means the final decision must be “supported by the findings,” and those findings must be
“supported by substantial evidence in light of the whole record.” That means they must be based
on the record or inferences reasonably drawn from the record.?

As a result, the Commission cannot grant any relief in this proceeding without substantial
evidence to support that relief.?® California courts will overturn Commission decisions that lack
substantial evidence.?” Mere rubber-stamping of uncorroborated, disputed evidence does not meet
this standard.?® The Commission, therefore, must reject the adoption of any mitigation measure in
this proceeding if it is not supported by substantial evidence.

No substantial evidence exists to support the mitigation measure. The lack of evidence
stems from the fact that modifications to the RA MPB—whether as part of the Final Decision in

this proceeding or as part of any advice letter process ordered in that Final Decision—are not in

23

Memo).

24 Cal. Pub. Util. Code § 1757; see, e.g., D.20-05-027 at 5-6 (stating “As an initial matter, SDG&E
cites to the wrong statute, because Public Utilities Code section 1757.1 does not set forth the applicable
standards for a ratesetting proceeding like this one. Rather, section 1757 provides the appropriate standard
and requires a finding as to whether the Commission’s findings are not supported by substantial evidence
in light of the whole record.”).

A.24-03-018, Assigned Commissioner’s Scoping Memo and Ruling, p. 6 (June 18, 2024) (Scoping

% See, e.g., id. at 6.

26 Cal. Pub. Util. Code § 1757(a)(4). See, e.g., The Utility Reform Network v. Pub. Util. Comm’n, 223
Cal. App. 4" 945, 958-59 (Feb. 5, 2014),

27 Id.
28 Id.
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scope in this case.?” While TURN and PG&E have referenced concerns raised in other proceedings,
they have provided no record evidence substantiating those concerns in this case.*

Highlighting how far out of bounds the mitigation measure is in this PD are the differences
between the process and stakeholder input in the ERRA forecast case versus this case. In this case,
unlike the ERRA Forecast case, there has been no extraordinary ALJ Ruling like the October 8
Ruling, no proposed mitigation measures, no substantive proposals on how to revise the
benchmark calculations, and no legal briefing or discussion on whether retroactive application of
new methodologies is appropriate. There simply is no record on which the Commission can require
PG&E to incorporate mitigation measures into its next consolidated rate change.

II. PG&E SHOULD NOT BE REQUIRED TO FILE A TIER 3 ADVICE LETTER TO
CORRECT ITS ATTRIBUTE ALLOCATION CALCULATIONS

The PD rightly denies PG&E’s proposal to modify the methodology adopted in D.23-12-
036 for allocating RA attributes and GHG-free energy attributes. However, in two places in the
body of the PD, it requires PG&E to “follow the direction provided in D.23-12-036, update its
calculations, and submit a Tier 3 Advice Letter showing compliance within 30 days of the issuance
of this decision.” *' Ordering Paragraph 4 then requires a Tier 2 Advice Letter in order to allocate
those attributes: “Pacific Gas and Electric Company must submit a Tier 2 Advice Letter to allocate
resource adequacy and greenhouse gas-free energy attributes as directed by Decision 23-12-036.7%
The Commission should either delete the Tier 3 requirement in the body of the PD or modify it to

be a Tier 1 Advice Letter.

29

See Scoping Ruling at 3-4.

30 A.24-03-018, Opening Comments of The Utility Reform Network to Update Prepared Testimony,
pp. 2-4 (Oct. 18, 2024); Exh. PG&E-8 at 20:5-26.
31 Proposed Decision at 51; 55-56.

32 Id. at OP 4.
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PG&E has already completed the calculations for 2025 the Commission would require be
presented in a Tier 3 Advice Letter. PG&E presented a methodology compliant with D.23-12-036
in Advice Letters 7295-E and 7295-E-A, of which Energy Division disposed of on October 16,
2024, effective September 29, 2024. That advice letter was a Tier 2 advice letter, similar to the one
required by D.23-12-036. It is unclear what additional purpose the Tier 3 advice letter in the body
of the PD would serve and, therefore, it could be deleted.

Alternatively, should the Commission determine the advice letter is still necessary in
addition to the Tier 2 advice letter in OP 4, modifying the requirement to be a Tier 1 will reduce
administrative burden, including the need for the full Commission to vote on resolution of the
Advice Letter and make it available for comment via a Draft Resolution.*® Under General Order
96-B, a Tier 1 advice letter is appropriate for actions such as calculating a change in a rate or
charge pursuant to an index or formula, as long as the rate or change is not being calculated for the
first time.** That situation is analogous to that presented in the PD. Decision 23-12-036 lays out
the formula PG&E must follow to allocate RA and GHG-free benefits, the utility has already
presented a correct methodology for doing so, and Energy Division has already approved PG&E’s
methodology. Little, if anything, would need to change with regard to that calculation on account
of the Commission adopting the PD.

III. CONCLUSION

For the reasons described in these comments, CalCCA respectfully urges the Commission

to adopt the change discussed herein and presented in Appendix A, and to grant any other relief

the Commission deems just and reasonable.

33 See General Order 96-B at Rule 7.3.5, Energy Industry Rule 5.3.
34 General Order 96-B at Energy Industry Rule 5.1(3).
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Dated: December 4, 2024

CalCCA’s Comments on Proposed Decision

Respectfully submitted,
/s/Tim Lindl

Tim Lindl

KEYES & FOX LLP

580 California Street, 12th Floor
San Francisco, CA 94104
Telephone: (510) 314-8385
E-mail: tlindl@keyesfox.com

Counsel to
CALIFORNIA COMMUNITY CHOICE
ASSOCIATION
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Appendix A

CalCCA’s Recommended Changes to Conclusions of Law

Pursuant to Rule 14.3(b) of the Commission’s Rules of Practice and Procedure, CalCCA
offers the following index of recommended changes to the Proposed Decision, including proposed
additions to the Proposed Decision’s Conclusions of Law. CalCCA’s proposed revisions appear in

underline and strike-through.

Conclusions of Law
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