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SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS

e Inlight of recent changes in the RA! market—including scarcity in the System RA market,
sharp increases in short-term RA prices and (correspondingly) the RA MPBs, and the
implementation of the Commission’s Slice-of-Day framework—CalCCA does not oppose
revisiting the RA MPB calculation methodology in a separate proceeding following the
conclusion of this ERRA Forecast proceeding, as set forth in the PD. That proceeding
should include adequate timelines and discovery rights for non-IOU parties, i.e., parties
without immediate access to IOU data, to develop their own proposals.

e Any Commission inquiry into the RA MPB calculation methodology should, however, also
consider other necessary modifications to the PCIA framework for valuing the 10Us’
capacity portfolios. As the IOUs’ pending ERRA Forecast proceedings demonstrate, the
parties have widely divergent perspectives on necessary modifications to the IOUs’
capacity portfolio valuation practices to address the aforementioned RA market dynamics.
Importantly, the Commission should consider changes to both price (i.e., the RA MPBs) as
well as quantity (i.e., the categorization and quantum of RA to which MPBs are applied).

e As a part of that rulemaking, the Commission should also consider revisiting other
unresolved but important policy issues associated with the current PCIA framework and
not being addressed in any other proceeding to ensure the Commission holistically
improves that framework. Among other issues, the Commission should consider addressing
and aligning the utilities’ common cost allocation practices in that rulemaking.

e The PD errs when it adopts PG&E’s proposed common cost allocation methodology.
PG&E’s methodology does not ensure that common costs are assigned to the customer
groups causing those costs. Instead, it would exacerbate existing cost shifts and create new
cost shifts. Further, by adopting PG&E's proposal, the PD effectively perpetuates the very
“cost shift” it identifies and seeks to eliminate because PG&E's proposal would retain the
status quo common cost allocation methodology for certain non-ESA common costs.

e The Commission should therefore direct PG&E to adopt CalCCA’s proposed common cost
allocation methodology based on gross revenue requirements, and should consider aligning
the utilities’ common cost methodologies in a future rulemaking.

e The PD correctly rejects PG&E’s proposal to apply a modified common cost allocation
methodology effective January 1, 2024, but the Commission should clarify that PG&E is
prohibited from modifying 2024 common cost allocations.

e The Commission should direct PG&E to correct the errors CalCCA identified in PG&E’s
October Update via its December 2024 Final AET.

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

defined in the body of this brief.
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BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF CALIFORNIA

Application of Pacific Gas and Electric Company
for Adoption of Electric Revenue Requirements
and Rates Associated with its 2025 Energy
Resource Recovery Account (ERRA) and Application 24-05-009
Generation Non-Bypassable Charges Forecast and
Greenhouse Gas Forecast Revenue Return and
Reconciliation (U39E)

CALIFORNIA COMMUNITY CHOICE ASSOCIATION’S COMMENTS ON
PROPOSED DECISION
California Community Choice Association? (CalCCA) submits these Comments on
Administrative Law Judge Fox’s [Proposed] Decision Approving Pacific Gas and Electric
Company’s 2025 Energy Resource Recovery Account Related Forecast Revenue Requirement and
2025 Electric Sales Forecast (PD) pursuant to Rule 14.3 of the Rules of Practice and Procedure of
the California Public Utilities Commission (Commission) and the procedural schedule established
in the Assigned Commissioner’s Scoping Memo and Ruling.3
The PD largely stays within the boundaries of ERRA Forecast proceedings and rejects
PG&E’s proposal to deviate from the Commission’s settled Power Charge Indifference
Adjustment (PCIA) framework by implementing a Resource Adequacy (RA) Market Price
Benchmark (MPB) cap. With that said, the PD reasonably acknowledges that the Commission
might consider concerns related to the RA MPBs in a separate proceeding.* Indeed, significant

recent changes in the RA market have occurred, including (1) System RA market scarcity; (2)

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 Assigned Commissioner’s Scoping Memo and Ruling at 5 (Aug. 1, 2024) (Scoping Memo).

4 PD at 10; see also Scoping Memo at 3 (“The Commission acknowledges that the RA MPB Issue

may merit additional consideration in a rulemaking.”).
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sharply increased market prices and MPBs; and (3) the implementation of the Commission’s Slice-
of-Day (SOD) framework. CalCCA therefore does not oppose the Commission reassessing the
valuation of the IOUs’ capacity portfolios in a policy proceeding outside of this docket.

To the extent the Commission undertakes that inquiry, however, it must broaden its lens
and address discrete issues beyond the System RA MPB calculation methodology that the
Commission and parties have flagged for future resolution both in this year’s ERRA forecast cases

and in prior years’ cases. First, in order to ensure that customers—bundled and departed—continue

to fairly share the benefits of the IOUs’ capacity portfolios and maintain indifference consistent
with the requirements of state law, the Commission should consider a range of important but
discrete issues related to the IOUs’ capacity valuation practices. The Commission should inquire
into both price (i.e., System, Local and Flex RA MPBs) as well as quantity (i.e., the categorization
and amount of RA to which the price is applied). Contrary to PG&E’s assumption that the RA
MPBs overestimate the value of its capacity portfolio, as discussed in these comments, a more
methodical assessment may reveal that the [OUs’ portfolios are in fact undervalued. A PD in SCE’s
ERRA Forecast proceeding recognizes the need for this broader scope by including more issues
for future resolution than just the RA MPB methodology.’

Further, to ensure that parties have a meaningful opportunity to evaluate a range of policy
solutions, and comprehensively compare and contrast practices across utilities, the Commission
should open a rulemaking on these issues (rather than considering these issues in parallel Phase IIs
of the pending IOU Forecast proceedings). That rulemaking should allow parties full discovery
rights and ensure a sufficient timeline for non-IOU parties to develop their own proposals.

Second, the IOUs’ common cost allocation practices also merit scrutiny in a rulemaking.
In this proceeding, PG&E proposed to modify its current common cost allocation methodology to
align with SCE’s methodology (which, itself, is not Commission-approved). Modifications to
SCE’s methodology are not within the scope of this proceeding, however, and nor is SCE a party
to this proceeding. Therefore, parties to this proceeding (including CalCCA) had no meaningful
opportunity to probe SCE’s allocation methodology.® Meanwhile, in San Diego Gas and Electric

> A.24-05-007, Proposed Decision at 76-77.

6 Moreover, the ALJ in SCE’s ERRA Forecast proceeding ruled the common cost allocation issue

beyond the scope of that proceeding, so parties had no opportunity to test SCE’s approach in that
proceeding. See A.24-05-007, Assigned Commissioner’s Scoping Memo and Ruling, at 2-3 (Aug. 14,
2024).
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Company’s (SDG&E) ERRA Forecast proceeding, that utility proposed to modify izs common
cost allocation methodology to align with PG&E’s methodology, before ultimately landing on an
approach that does not align with either PG&E’s or SCE’s methodologies.” The utilities’
incomplete, halting, and half-hearted attempts to align allocation methodologies with one another
should send a clear signal to this Commission that this issue is ripe for consideration in a
rulemaking. The PD in SDG&E’s ERRA Forecast proceeding rightly recognizes this—it finds the
parties’ (both SDG&E and CCA parties) common cost allocation proposals in that proceeding

will benefit from better examination in a separate proceeding
involving the three major IOUs and where all impacts can be better
understood. This will ensure that the issue can be more thoroughly
examined and any resulting directives can be made applicable to the
three major IOUs uniformly.®

Until the Commission scrutinizes the IOUs’ common cost allocation methodologies in a
rulemaking, it should replace PG&E’s existing approach with CalCCA’s proposed allocation
methodology, which allocates common costs to generation-related balancing accounts based on
the gross revenue requirements associated with each account. CalCCA’s proposed methodology is
the very methodology PG&E advanced in last year’s ERRA Forecast proceeding. As PG&E itself
asserted in that proceeding, the gross revenue requirement methodology “will ensure that all
customers bear an equitable portion of costs to manage the shared generation portfolio” and
“eliminate[s] the risk that bundled customers bear a disproportionate share of [ESA] costs.”® The
methodology PG&E advances in this proceeding, in contrast, will exacerbate existing cost shifts,
create new cost shifts, and perpetuate the very cost shift the PD identifies, and therefore, the PD
errs where it adopts that methodology.'°

Third, PG&E also proposed to apply its proposed common cost allocation methodology
effective January 1, 2024. As the PD correctly observes, however, the rates in question (2024 rates,
reflecting the PG&E’s current common cost allocation methodology) have already been adopted,

and PG&E should not be permitted to undo those rates via a proposal introduced in this year’s

! A.24-05-010, Updated Prepared Direct Testimony of Sheri Miller on behalf of SDG&E at SM-4.
8 A.24-05-010, Proposed Decision at 33.
? A.23-05-012, Pacific Gas and Electric Company’s (U 39 E) Response to Administrative Law

Judge’s Ruling Directing Parties to Comment Regarding Fixed Generation Costs (Aug. 16, 2023).
10 PD at 34.
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proceeding.!! The Commission should, however, clarify that PG&E must not change 2024
common cost allocations via 2025 rates, including the 2024 true-up included in those rates.
Finally, CalCCA identified two errors in PG&E’s Fall Update testimony and brought those
errors to PG&E’s attention via its comments on the Fall Update. PG&E corrected those errors in
its preliminary Annual Electric True-Up (AET),!? but in the interest of clarity, the Commission
should expressly direct PG&E to ensure it corrects those errors in its December 2024 Final AET.

I. TO THE EXTENT THE COMMISSION REVISITS THE RAMPB CALCULATION
METHODOLOGY, IT SHOULD ADDRESS OTHER OUSTANDING ISSUES

The PD directs PG&E to use the 2024 MPBs for inclusion in rates and the calculation of
the PCIA, "3 consistent with the PCIA framework established in D.18-10-019 and D.19-10-001. It
also correctly points out that PG&E’s RA MPB mitigation proposals are not in scope in this
proceeding,'# but states the Commission “may in another proceeding consider revisions to the
MPB methodology that may impact the adopted 2025 Final MPBs.”!S Finally, the PD directs
Energy Division (ED) to conduct an inquiry into swap and affiliate transactions and report on
transactions that should not be included in the MPBs.!6

The PD largely gets this issue right. PG&E’s MPB mitigation proposal—an ad hoc change
to the established PCIA framework—is the kind of broad policymaking the Commission has
routinely deemed beyond the scope of ERRA Forecast proceedings, including in this proceeding
itself.!” It also puts the cart before the horse. As CalCCA has recommended on several occasions,
the Commission should first consider whether revisions to the MPB calculation methodology are
warranted—a step CalCCA does not oppose in light of recent changes in the RA market and sharp
increases in RA prices. Then, to the extent revisions are necessary, the Commission should apply

MPBs calculated through a revised methodology in subsequent ERRA Forecast proceedings.!® The

1 Id. at 37.

12 PG&E Advice Letter 7426-E.
13 PD at 21.

14 1d. at 10.

15 Id. at22.

16 1d.

17 Scoping Memo at 3.

See e.g., Reply Brief of California Community Choice Association at 4 (Oct. 31, 2024).
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PD nods to the first step of that process where it states the Commission may consider revisions to
the MPB methodology in another proceeding.

But the Commission should not limit the scope of that future proceeding to MPB
methodology revisions. As this proceeding and the other IOUs’ pending ERRA Forecast
proceedings have made evident, changes in the RA market (such as the implementation of SOD)
and increases in the RA MPB have prompted IOUs and CCAs to raise other possible changes to
the PCIA framework that might be necessary to ensure indifference. These changes can ensure
that the costs and benefits of the IOUs’ capacity portfolios are reasonably estimated and shared
between bundled and departed customers. Moreover, prior Commission decisions in past ERRA
Forecast cases, ERRA Compliance Cases, and the PCIA rulemaking have noted discrete issues
within the existing framework that require resolution outside of the siloed ERRA proceedings.

Critically, the Commission should consider not only changes to price (the MPB
calculation), but also changes to the quantity to which the MPB is applied. That is because the
product of price and quantity is what ultimately produces the value of the IOUs’ capacity portfolio.
Getting that value number right is the key to ensuring that the Commission maintains indifference.
Importantly, whereas PG&E assumes that revising the MPB calculation methodology will reduce
the value of its capacity portfolio, a holistic assessment may indeed reveal that PG&E’s capacity
portfolio is currently undervalued.

With respect to quantity, the Commission should consider the impact of SOD and assess
whether Net Qualifying Capacity (NQC) is still the right measure of RA quantity. In SCE’s ERRA
Forecast proceeding, that utility put forward a proposal tied to SOD that increased the value of its
portfolio by $352 million.!? Parties have yet to access the data needed to explore the impacts of
SCE’s proposal on PG&E’s portfolio, but if that proposal is adopted as a best practice, the value
of PG&E and other utilities’ capacity portfolios may also significantly increase. The Commission
should also consider the categorization of RA (i.e., System, Flex, or Local) and its impact on
quantity. The IOUs currently take inconsistent approaches to assigning the capacity in their
respective portfolios into the System, Flex or Local categories, and not all IOUs value capacity

based on how it is actually used (rather than its theoretical category). If PG&E were required to do

19 A.24-05-009, CalCCA Comments on the Fall Update, p. 5 (Nov. 12, 2024).
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so, the value of PG&E’s capacity portfolio would increase by $1 billion.?° Finally, the Commission
should consider eliminating the Local RA benchmark altogether. In SCE and PG&E’s service
territories, the only entity procuring Local RA resources is the Central Procurement Entity (CPE),
and the costs and benefits of those resources flow through the Cost Allocation Mechanism (CAM),
not the PCIA. Again, if the Commission were to eliminate that benchmark, the value of PG&E’s
RA portfolio is likely to increase.

With respect to price, CalCCA has neither had the time nor the discovery opportunity to
investigate other approaches and determine their impacts across the three service territories. These
approaches include: (1) establishing a monthly MPB for System RA; (2) revising the benchmark
calculation such that capacity is valued based on its highest value, not just its theoretical category,
since an LSE is likely to use an attribute based on its highest value; and, (3) to the extent the
Commission retains the Local RA benchmark, considering whether the current methodology for
calculating both the Local and Flex MPBs accurately reflect market prices.?!

The PD in SCE’s ERRA Forecast proceeding rightly recognizes the importance of
considering these RA price- and quantity-related issues in a broad future rulemaking. It concludes
that “ripe for consideration within a rulemaking proceeding” are: (1) the methodology for
assigning RA capacity to the System, Local and Flex RA subcategories for the purpose of
valuation; (2) whether hourly RA MPB prices are needed; and (3) how to achieve proper
accounting for storage and hybrid resources under SOD.??> The scope of the Commission’s inquiry
into the RA MPB methodology, therefore, should include an evaluation of these broader RA
quantity and subcategorization-related issues.

While a discrete set of targeted changes to the price and quantity terms used to value the
IOUs’ capacity portfolios merit the Commission’s consideration, the Commission might also
consider alternate approaches to addressing the same set of objectives (i.e., ensuring indifference
and the establishment of just and reasonable rates for bundled and unbundled customers). To the

extent the Commission wants to avoid having to constantly revise the methodology for valuing

20 See A.24-05-009 et al., CalCCA Notice of Ex Parte Communication at 22 (Nov. 20, 2024). The $1
billion impact is derived by applying the System RA MPB, rather than the Local RA MPB, to resources
PG&E categorizes as Local RA for the 2025 Indifference Amount in its October Update. Applying the
System RA MPB increases the value of PCIA resources by $1.06 billion.

2 CalCCA Comments on the Fall Update at 20.
2 A.24-05-007, Proposed Decision at 76-77.
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IOU capacity portfolios as the RA and renewable energy markets evolve—by far the most
repeatedly controversial issues in ERRA Forecast proceedings—it might consider proposals to
avoid the issue altogether. Those proposals might include allocating the attributes of the IOUs’
portfolios and charging the costs themselves—or allowing load serving entities (LSE) the
flexibility to manage their portfolios—rather than arguing over administratively-established proxy
values.

Finally, the Commission should also consider bringing into scope of a future rulemaking
other persistent PCIA-related policy issues. The utilities’ respective common cost allocation
methodologies, for instance, warrant the Commission’s attention in a rulemaking. As the PD in
SDG&E’s ERRA Forecast proceeding acknowledges, the utilities’ respective common cost
allocation methodologies

will benefit from better examination in a separate proceeding
involving the three major IOUs and where all impacts can be better
understood. This will ensure that the issue can be more thoroughly
examined and any resulting directives can be made applicable to the
three major IOUs uniformly.?3
Beyond common cost allocation, other outstanding PCIA-related policy issues requiring
resolution include: (1) a framework to revintage utility-owned PCIA-eligible resources;?* (2) the
use and valuation of pre-2019 banked Renewable Energy Credits (REC);?® and (3) establishing the

ERRA Compliance proceedings as the appropriate venue in which to consider whether executed

23 A.24-05-010, Proposed Decision at 33.

24 See D.23-11-069 at 511, Ordering Paragraph 44 (The final decision in PG&E’s Phase I General
Rate Case states: “with respect to Joint CCAs’ framework proposal [for revintaging existing utility-owned
assets], the Commission also declines to consider it in this proceeding, as this would require a thorough
examination of the complexities involving the current vintaging framework and how costs are allocated as
part of the PCIA. This review would best take place in a broader proceeding in which other utilities and
stakeholder positions may be considered.”); A.25-05-015, et al., Proposed Decision, at 391-392 (Oct. 18,
2024) (In the proposed decision in SDG&E’s Phase I General Rate Case, the Commission similarly denies
the same PCIA framework proposed in PG&E’s case, concluding it would be better for consideration in a
future rulemaking).

25 See D.24-08-004 at 3-5 (“While we recognize that parties have different perspectives about the

direction in D.19-10-001 and its applicability to pre-2019 RECs, we do not have the record to fully evaluate
them here. We may consider the issue in a future rulemaking.”); see also D.23-06-006, Section 8 (declining
to consider the issue in R.17-06-026).
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contract amendments warrant revintaging.?® These issues were not resolved in the PCIA
Rulemaking (R. 17-06-026), which is now closed. As a practical matter, there exists no other forum
in which the Commission might consider these policy issues.

A new PCIA rulemaking aimed at resolving these discrete issues would finally provide the
forum to address all of these issues. These policy issues should not be addressed in parallel
Phase IlIs of the IOUs’ pending ERRA Forecast proceedings. A rulemaking would instead ensure
that all three utilities are respondents, elicit the involvement of a broad set of parties, and ensure
parties have a meaningful opportunity to compare and contrast utility practices, issue discovery,
and develop proposals. While CalCCA would not oppose a timeline to ensure changes to the PCIA
framework can be adopted prior to next year’s Fall Updates, non-IOU parties require sufficient
time and discovery rights to be able to develop their own proposals. A rulemaking best provides
those mechanisms.

II. THE PROPOSED DECISION COMMITS FACTUAL ERROR IN FINDING THAT
PG&E’S COMMON COST ALLOCATION PROPOSAL BETTER ALIGNS COST
RECOVERY WITH THE CUSTOMER GROUPS RESPONSIBLE FOR THE
COSTS

In this proceeding, PG&E proposes to modify its methodology for allocating its “Common
Costs” across generation-related balancing accounts. PG&E’s “Common Costs” consist primarily
of costs associated with its Energy Policy and Procurement (EPP) personnel as those individuals
spend time on bidding, scheduling, and dispatching generation resources and bundled customer
load in the California Independent System Operator (CAISO) market (collectively, PG&E’s
Electric Supply Administration or “ESA” costs). PG&E’s current methodology allocates ESA
costs across three generation-related balancing accounts: the ERRA, the Portfolio Allocation
Balancing Account (PABA), and the New System Generation Balancing Account (NSGBA),

based on each account’s net revenue requirement (i.e.. costs net of benefits). That means the value

of the generation resources in each account—including energy, RA, and Renewable Portfolio
Standard (RPS) value—impacts the magnitude of ESA costs allocated to each account.

In recent years, those impacts have been dramatic and led to unintended results. Therefore,

26 D.21-07-013 at 21 (“[TThe Commission’s currently open proceeding, Order Instituting Rulemaking

to Review, Revise, and Consider Alternatives to the Power Charge Indifference Adjustment, R.17-06-026,
is more appropriate for considering how the Commission should address contract vintages for the utilities
in the future, and we intend to explore these matters in that proceeding.”); but see D.23-06-006 at 45 (failing
to resolve and appearing to misunderstand the order set forth in D.21-07-013).
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CalCCA agrees that PG&E’s Common Cost allocation methodology must change, even though a
change would cause community choice aggregator (CCA) and other departed customers to bear a
relatively greater share of PG&E’s ESA costs under current market conditions. CalCCA proposed

to replace the net revenue requirement allocation methodology with a gross revenue requirement

allocation methodology. That methodology would continue to allocate PG&E’s ESA and other
Common Costs to ERRA, PABA and NSGBA, but would do so based only on the costs of the
generation resources in each account, without accounting for the offsetting value of those
resources. The gross revenue requirement methodology eliminates the impact of fluctuating
energy, RA, and RPS value on ESA cost allocation, ensuring no customer group avoids paying
their fair share of ESA costs when the value of PG&E’s generation portfolio increases. Conversely,
no customer group would be saddled with a disproportionate share of PG&E’s ESA costs if the
value of its portfolio decreases. Importantly, the gross revenue requirement methodology follows
cost causation principles because it reasonably allocates costs based on the activities driving those
costs—namely, the generation resources in PG&E’s portfolio.

PG&E supported the gross revenue requirement allocation methodology just a year ago. In
its prepared testimony in the 2024 ERRA Forecast proceeding, PG&E stated the gross revenue
requirement methodology ‘“align[s] cost responsibility for the ESA costs required to manage
PG&E’s generation-related portfolio and bundled positions with expected generation-related

portfolio and bundled position costs.”?’

A couple months later, in response to an ALJ ruling
regarding the IOUs’ fixed generation costs, PG&E again supported the gross revenue requirement
methodology. PG&E asserted the gross revenue requirement methodology: (1) “eliminate[s] the
risk that bundled service customers bear a disproportionate share of [Common Costs]”; (2) asserted
that methodology is “supported by statutory requirements to prevent cost shifting”; and (3) argued
that methodology “will ensure that all customers bear an equitable portion of costs to manage the
shared generation portfolio.”?®

Since that testimony, however, PG&E has changed its tune. PG&E now proposes to revert
the allocation of non-ESA Common Costs to the net revenue requirement methodology, and

largely split ESA costs between the Legacy Utility Owned Generated (UOG) and 2009 PCIA

27 A.23-05-012, PG&E Prepared Testimony at 9-10:9-11.

28 A.23-05-012, PG&E Response to Administrative Law Judge’s Ruling Directing Parties to
Comment Regarding Fixed Generation Costs at 7 (Aug. 16, 2023).
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vintages based on the GRC revenue requirement of resources in those vintages. In defense of its
proposal, PG&E asserts it wants to align its ESA cost allocation approach with SCE’s “approved”
methodology, but ignores that the Commission has not, in fact, approved SCE’s ESA cost
allocation methodology.

The PD finds PG&E’s existing net revenue requirement methodology “results in a
significant cost shift from bundled customers to unbundled customers” based on the premise that
95 percent of shared costs are allocated to the bundled customers who represent about 37 percent
of load share. The PD goes on to find that “PG&E’s Revised Proposal better aligns the share of
costs with the customer groups most responsible for the costs, is appropriately aligned with the
methodology that SCE uses, and is subject to less market price variation than the CalCCA
proposal.”?® The PD’s discussion, findings and conclusions on this issue include multiple errors
and requires revision.

First, PG&E’s allocation proposal conflicts with Section 365.2 of the California Public
Utilities Code because it would exacerbate an existing cost shift between bundled and unbundled
customers. As Table 1 in PG&E’s rebuttal testimony demonstrates, under its proposal, PG&E
would allocate the vast majority of ESA costs—over 87 percent— to the PCIA.3* PG&E confirmed
that its EPP organization performs activities like bidding, scheduling, and/or dispatching resources
not only for PCIA-eligible resources, but also for CAM resources and other resources, in addition
to scheduling PG&E’s bundled load in the CAISO market.3! In other words, ESA costs relate to
activities that go beyond the management of PCIA-portfolio resources.

Assigning nearly all ESA costs to the PCIA as PG&E proposes would require departed
load customers to pay a proportional share of all ESA costs, ignoring the fact that a portion of

those costs provide no benefit to departed load customers.?? For example, to the extent PG&E

2 PD at 34.

30 PG&E would allocate only a small portion of ESA costs to CAM, based on the UOG revenue
requirements associated with the single UOG CAM facility. See Exh. CalCCA-02C (PG&E response to
CalCCA discovery request 4.09b). And PG&E would allocate a similarly small portion of ESA costs—
relating to PG&E’s gas supply activities—to ERRA. Exh. PG&E-02 at 23. In 2025, the total ESA cost
allocation to ERRA and CAM would be $11,927,000, whereas the total ESA cost allocation to the PCIA
would be $80,866,000—approximately 87 percent of total ESA costs.

31 Exh. CalCCA-01C, Attachment B (PG&E’s response to CalCCA data requests 1.28 and 1.34).
32 Exh. CalCCA-01C at 13.
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incurs ESA costs to support new resource procurement for today’s bundled customers, or incurs
ESA costs to schedule bundled load into the CAISO market, unbundled customers (including those
who departed bundled service many years ago) would be required to pay nearly 60 percent of those
costs.®3 This would require unbundled customers to contribute to costs that were not incurred on
their behalf, violating the ratepayer indifference principle established in California law.3*

Unfortunately, PG&E’s cost tracking processes are not set up in a manner that would allow
the utility to perfectly delineate the Common Costs it incurs for PCIA, CAM, or ERRA -related
activities, nor does PG&E track time spent administering contracts by PCIA vintage.*> This
inhibits the Commission’s ability to exactly match cost allocation to cost-causing activities. In
response to CalCCA discovery requests, PG&E confirmed it does not track time associated with
ESA costs in a manner that would allow it to determine the percentage of ESA costs incurred on
bundled customers’ behalf, let alone allowing it to confirm that percentage is equal to bundled
customers’ load share of 36.7 percent.3°

As such, the Commission should not aim to adopt an allocation methodology that matches
cost allocation with load share because there is simply no evidence in the record to suggest that
customers’ load share bears a direct relationship to the drivers of PG&E’s ESA cost. In fact, PG&E
readily acknowledges that the costs of administering its energy supply portfolio “do not necessarily
scale with load increases, and in some cases may increase with increased load departure,”3’
emphasizing that allocating Common Costs in a manner that matches load share is neither logical
nor equitable. Therefore, the PD errs in its findings that (1) PG&E’s existing methodology creates
a cost shift based on a mismatch between allocation and load share percentages;3® and (2) that
PG&E’s proposed methodology would remedy that cost shift.>

Absent more granular data that tracks ESA cost by resource, the most equitable approach

33 Exh. PG&E-3 at 23 (Table 1, demonstrating that departed load would pay 57.4% of total ESA costs
in 2025 under PG&E’s revised cost allocation proposal).

4 Cal. Pub. Util. Code sections 365.2, 366.2.

3 Exh. CalCCA-01C at 14, Attachment B (PG&E’s response to CalCCA discovery requests 1.19,
1.29 and 1.35).

36 Exh. CalCCA-02C (PG&E response to CalCCA data request 4.14).
37 1d. (PG&E response to CalCCA data request 4.16).

38 PD at 34; Finding of Fact 3.

39 PD at Finding of Fact 4.
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to allocating ESA costs is to allocate those costs based on the total revenue requirements of the
generation-related balancing accounts. That approach would allocate ESA costs based on the EPP
group’s main tasks, including (1) responding to procurement requirements; (2) contracting the
resources necessary to respond to those requirements; (3) scheduling and bidding those resources
at CAISO; and (4) settling the resulting transactions. That approach would allocate ESA costs
across balancing accounts and vintages based on which customers’ behalf procurement activities
are undertaken.

Indeed, PG&E’s proposed methodology—which would allocate Common Costs to PABA
and CAM vintages based on the UOG GRC revenue requirements associated with each vintage*'—
implicitly acknowledges the reasonableness of allocating Common Costs based on revenue
requirements (as opposed to load share). However, PG&E never explains why the Commission
should adopt an allocation methodology based only on the UOG GRC revenue requirement
associated with each balancing account, as opposed to total revenue requirements. The only
defense PG&E offers for that approach is that it mimics SCE’s ESA-equivalent cost allocation
methodology, which—as these comments describe above—the Commission has not approved.

As the Commission decides this issue, it should consider how establishing a policy in this
case will impact future allocations of costs attributable only to bundled customers, and how
PG&E’s approach would violate State law prohibiting cost-shifts. Eliminating all cost shifting is
not possible given the nature of the tasks and the fact PG&E does not track the customers on whose
behalf those tasks are completed. However, CalCCA’s gross revenue requirement methodology
best minimizes cost shifts and matches the costs of both existing resources and future resources to
the customers to whom those resources will provide benefits.

Second, PG&E’s service territory is different from SDG&E’s, for example, because
PG&E’s service territory has PCIA-exempt customers—Ilargely made up of Direct Access
customers. PG&E’s revised Common Cost allocation proposal would not only exacerbate the cost
shift described above but would also unfairly shift costs away from such PCIA-exempt customers.
In response to a CalCCA discovery request, PG&E confirmed its PCIA-exempt customers

represent 6.9 percent of PGE&’s total system forecast load.*! Those customers would not pay for

40 Exh. CalCCA-02C (PG&E response to CalCCA discovery request 4.07).
4 Id. (PG&E response to CalCCA discovery request 4.09).
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ESA costs allocated and recovered through PG&E’s PCIA rates, they would only pay for ESA
costs allocated to CAM.*> Under PG&E’s proposal, however, only 3.3 percent* of ESA costs
would be allocated to CAM in 2025, because the allocation of costs to CAM would be based on
the GRC revenue requirements of a single CAM facility—the Elkhorn UOG facility—which
represents a negligible fraction of PG&E’s total CAM capacity.** The GRC revenue requirements
of that facility ($38,372,000)* represent only 13 percent of the total 2025 CAM revenue
requirement ($302,203,000) presented in PG&E’s prepared testimony.*® PCIA-exempt customers
would pay approximately 6.9 percent of the CAM-allocated costs, or 0.2 percent of PG&E’s total
ESA costs.

In contrast, CalCCA’s gross revenue requirement methodology would require that PCIA -
exempt customers pay a more equitable share of ESA costs, because it would allocate ESA costs
to CAM based on the revenue requirements associated with the entire CAM portfolio—not just a
single resource. This makes good sense because PG&E incurs ESA costs associated with its entire
generation portfolio (including contracted resources), and not with just the subset of resources
reflected in GRC revenue requirements. Under the gross revenue requirement methodology, 5.4
percent of ESA costs would be allocated to CAM and paid for by all customers subject to CAM
charges. By adopting CalCCA’s proposed allocation methodology, therefore, the Commission can
avoid creating a new cost shift from PCIA-exempt customers.

Third, PG&E’s Revised Proposal purports to depart from PG&E’s existing Common Cost

allocation methodology, but would in fact retain the status quo net revenue requirement

methodology for the allocation of PG&E'’s non-ESA Common Costs (collateral costs).*” Thus, by

adopting PG&E’s proposal, the PD effectively perpetuates the very “cost shift” it identifies and

seeks to eliminate.

42 1bid.

= See Exh. PG&E-3 at 23, Table 1 ($3,045,000 allocated to CAM, divided by a total $92,793,000 in
ESA costs in 2025, which equals 3.28 percent).

44 See Exh. PG&E-1C at 5-18 (Table 5-6).
3 PG&E Rebuttal Workpapers A.48 and A.51.
46 Exh. PG&E-2 at 9-4, Table 1.

47 See PD at 32, noting that SCE allocates Common Costs to its ERRA, NSGBA, and PABA
according to the net revenue requirement in each account; and at 34, adopting PG&E’s Revised Proposal
because it is “appropriately aligned with the methodology that SCE uses.”
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Finally, adopting CalCCA’s proposal in this proceeding does and should not preclude the
Commission from scrutinizing and seeking to align the IOUs’ common cost allocation
methodologies in a future rulemaking proceeding. Indeed, the PD in SDG&E’s ERRA Forecast
proceeding acknowledges the merit in undertaking this comprehensive review. If the Commission
desires to align the IOUs’ common cost allocation approaches, that future rulemaking provides the

correct avenue for the Commission to do so.

III. THE COMMISSION SHOULD CLARIFY THAT PG&E SHOULD NOT REVISE
2024 COMMON COST ALLOCATIONS VIA 2025 RATES

PG&E proposed to apply modifications to its common cost allocation methodology
effective January 1, 2024. CalCCA objected to PG&E’s proposal, noting that rates reflecting
PG&E’s existing methodology have already been established, and PG&E should not be permitted
to abuse the true-up by using it to change the allocation methodology.

The PD correctly concludes that PG&E should not adopt its proposal starting with
January 1, 2024, because the rates in question have already been adopted. However, the PD creates
ambiguity when it adopts PG&E’s allocation proposal “beginning with January 1, 2025, rates.”*
That sentence creates ambiguity because PG&E’s proposal—including the portion of that proposal
seeking to change the common cost allocations embedded in 2024 rates—would have been
implemented via 2025 rates. The Commission should therefore clarify that PG&E is prohibited
from modifying the common cost allocations embedded in 2024 rates. Instead, the Commission
should clarify that PG&E may apply the new common cost allocation methodology to the 2025

forecasted indifference amount (and then going forward to both future year-end PABA balances

and forecasted indifference amounts). Changes in Appendix A effectuate this intent.

IV.  PG&E SHOULD MAKE AGREED-UPON CORRECTIONS PRIOR TO THE
IMPLEMENTATION OF 2025 RATES

CalCCA found two errors in PG&E’s Fall Update, which it describes in comments on the
Fall Update.*’ First, PG&E did not calibrate the price input assumption for two ModCAM
contracts (it did not use the correct MPB). Second, PG&E used an erroneous MPB to determine

the value of banked RECs it will use in 2025 to meet its minimum retained RPS requirements.

48 Id. at 37.
49 CalCCA Comments on the Fall Update at 24.
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After initially suggesting it would wait until the implementation of 2026 rates to correct
those errors, PG&E’s workpapers show the utility appears to have addressed those errors in its
Preliminary AET advice letter for 2025 rates.** For the avoidance of doubt, the Commission should
order PG&E to fix its errors as a part of 2025 ERRA Forecast rate implementation, via the
December 2024 Final AET.

V. 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.

Respectfully submitted,

A2

Nikhil Vijaykar

Tim Lindl

KEYES & FOX LLP

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

December 2, 2024 Counsel to CALIFORNIA COMMUNITY
CHOICE ASSOCIATION

30 PG&E Advice Letter 7426-E.
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APPENDIX A

Pursuant to Rule 14.3(b) of the Commission’s Rules of Practice and Procedure, CalCCA
provides this Appendix setting forth proposed changes to the Proposed Decision Approving
Pacific Gas and Electric Company’s 2025 Energy Resource Recovery Account Related Forecast
Revenue Requirement and 2025 Electric Sales Forecast, including proposed changes to the
findings of fact, conclusions of law and ordering paragraphs. CalCCA’s proposed revisions
appear in underline and strike-through.

Findings of Fact

3. PG&E identified a-eestshift unintended results associated with the methodology it uses to
allocate Common Costs.

4. Theis eostshift flaws associated with PG&E’s Common Cost allocation methodology would
be remedied by the adoption of PG&E s Revised CalCCA’s Proposal.

Conclusions of Law

2. It is reasonable to adopt PG&E s Revised CalCCA’s Proposal for a Common Cost allocation
methodology beginning with January 1, 2025, rates.

X. It is not reasonable for PG&E to revise the allocation of Common Cost allocations reflected in
2024 rates.

Ordering Paragraphs

X. PG&E is directed to correct the errors CalCCA identifies in its comments on PG&E’s Fall
Update via the implementation of 2025 rates.
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