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SUMMARY OF RECOMMENDATIONS'

CalCCA provides the following recommendations:

v" The Commission should approach the OIR in the context of its obligation to both
bundled and unbundled customers to administer the PCIA framework fairly and
accurately;

v" The Commission should consider the broader context surrounding PCIA policy and
current market conditions;

v For the Track One Staff Proposals, the Commission should:

o Model the impacts of all scenarios on the RA MPB (including the
combination of Proposals Two and Five) and require the IOUs to demonstrate
the estimated system average PCIA rate impacts of different proposals;

o Reject Proposal One. Upending the RA MPB framework by including in the
costs of all transactions deliverable in a year, rather than near-term
transactions executed for that year, produces an outcome-driven solution that
does not reflect current market value as required by the “mark to market”
portfolio valuation methodology adopted in D.18-10-019 and D.19-10-001. It
thus leaves the overall methodology with a mix of apples and oranges: current
prices for energy and RPS versus a blend of current and historical prices for
RA.

o Adopt Proposals Two through Five. Each of the Proposals will increase the
accuracy, but not upend the framework, of the RA MPB:

o  Proposal Two utilizing a single RA MPB incorporating System, Local,
and Flex values should be adopted to maximize representative
transactions;

o  Proposal Three excluding affiliate transactions from the MPB
calculation should be adopted to mitigate the risk of RA MPB
manipulation;

o  Proposal Four excluding swap and sleeve transactions should be adopted
to the extent the Commission can objectively and transparently identify
such transactions; and

! Acronyms used in this Summary of Recommendations are defined in the body of this document,

California Community Choice Association’s Opening Comments on The Order Instituting Rulemaking to
Update and Reform Energy Resource Recovery Account and Power Charge Indifference Adjustment
Policies and Processes, R.25-02-005 (Mar. 17, 2025).
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O

Proposal Five utilizing monthly values for the overall RA MPB should
be adopted to best reflect seasonality of RA prices;

Order legal briefing on the complex issue of retroactively applying any of the Track
One modifications to true-up the 2025 Forecast RA MPB;

Finalize the Track Two scope only after the completion of Track One — however,
the following items should be preliminarily scoped for Track Two:

o Consideration of structural changes to the PCIA including:

O

Sunsetting the PCIA to allow IOUs unencumbered access to the PCIA
portfolios in an environment of growing load and the ability to take
advantage of the hedge value of the long-term resources in the PCIA
portfolio;

Allocating PCIA resources proportionally to unbundled and bundled
customers to minimize ongoing debates on valuation methodology, to
more accurately account for full value, and to reduce customer rate
volatility;

Revisiting the PCIA GHG-free methodology to ensure GHG-free
resources are accurately valued in the PCIA portfolio;

e  Adopting scoping issues proposed in the OIR, including:

O

O

Consideration of ERRA-specific implementation guidance for the RA
Slice of Day framework;

Consideration of a framework for re-vintaging utility-owned PCIA-
eligible resources and contract vintaging; and

Consideration of Bundled Procurement Plan processes;

o Considering other issues raised but not resolved in past ERRA cases,
including:

O

(©)

Treatment of pre-2019 banked RECs; and

The IOUs’ Common Cost Allocation methodologies.

vii



BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF CALIFORNIA

Order Instituting Rulemaking to Update and

Reform Energy Resource Recovery Account R.25-02-005
and Power Charge Indifference Adjustment

Policies and Processes.

CALIFORNIA COMMUNITY CHOICE ASSOCIATION’S OPENING
COMMENTS ON THE ORDER INSTITUTING RULEMAKING AND
ENERGY DIVISION STAFF REPORT
The California Community Choice Association? (CalCCA) submits these opening

comments in response to the Order Instituting Rulemaking to Update and Reform Energy
Resource Recovery Account and Power Charge Indifference Adjustment Policies and Processes®
(OIR) and the Chief Administrative Law Judge’s Ruling Adding Energy Division Report to the
Record and Setting the Schedule for Comments on the Report* (Ruling), both dated February 26,

2025. The OIR was issued to consider changes to rules and processes applicable to the electric

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.
Community Choice Aggregators (CCA) were enabled by the California Legislature to allow local
governments to aggregate their constituents’ electricity load and reach climate and economic goals. They
now serve more than 14 million California customers in more than 200 towns, cities, and counties,
equivalent to 37 percent of customers in the IOU territories.

3 Order Instituting Rulemaking to Update and Reform Energy Resource Recovery Account and
Power Charge Indifference Adjustment Policies and Processes, Rulemaking (R.) 25-02-005 (Feb. 26,
2025).
4 Chief Administrative Law Judge’s Ruling Adding Energy Division Report to the Record and
Setting the Schedule for Comments on the Report, R.25-02-005 (Feb. 26, 2025).



fuel and purchased power (Energy Resource Recovery Account (ERRA)) annual forecast and
compliance proceedings, as well as changes to the Power Charge Indifference Adjustment
(PCIA). The Ruling requests responses in opening and reply comments on the OIR and the ED
Staff Report® on the 2024-2025 Resource Adequacy (RA) Market Price Benchmark (MPB),
attached as Appendix A to the Ruling.

I INTRODUCTION

The fairness of the PCIA methodology — one of the most complex ratemaking
mechanisms under the Commission’s jurisdiction — is in the eye of the beholder. When market
prices rise, and PCIA rates fall, bundled customers® see higher generation rates as less of the cost
of the PCIA portfolio is recovered from unbundled customers.” When market prices fall, and
PCIA rates rise, non-IOU load-serving entities (LSE) must maintain rate stability for their
unbundled customers while still recovering their costs. The PCIA also creates challenges for
LSEs serving both bundled and unbundled customers in hedging their procurement costs, albeit
in different ways. And PCIA volatility, as the rate tracks market conditions, affects all LSEs and
the customers they serve.

In the face of these challenges, stability, consistency, and durability in PCIA ratemaking
are critical. While tempting, result-driven changes in the PCIA methodology to address impacts on
one group of customers under current market conditions will not support stability or consistency.
Likewise, piecemeal modification of PCIA elements does not support these goals; for example,

calculating the value of one portfolio product using short-term market measures and another

> Energy Division Staff Report of the 2024-2025 Resource Adequacy Market Price Benchmark,
R.25-02-005 (Feb. 26, 2025) (ED Staft Report).

6 Bundled customers receive both generation and delivery service from an IOU.

7 Unbundled, or departed, customers receive generation service from either a CCA or a direct
access (DA) provider (also referred to as an Electric Service Provider (ESP)).



product using long-term measures would be internally inconsistent. The Commission’s direction in
this proceeding must be guided by these objectives in coordination with its statutory obligations.

The central question in this rulemaking is how the Commission can best meet its statutory
obligation to avoid cost shifts in applying Public Utilities Code sections 365.1, 366.2, and
366.3.8 These statutes require the Commission to ensure “indifference” and prevent “cost shifts”
among bundled customers, and unbundled customers. To achieve these objectives with respect to
a customer departing IOU service for a CCA, section 366.2(d)-(f) permits the IOUs to recover
any net unavoidable electricity costs incurred while the CCA customer was served as an IOU
bundled customer. Critically, however, section 366.2(g) requires the Commission to reduce the
amount of estimated “net unavoidable [IOU] electricity costs” paid by CCA customers “by the
value of any benefits that remain with bundled service customers, unless the customers of the
[CCA] are allocated a fair and equitable share of those benefits.”’ The Commission’s current
construct uses both approaches.!? It offsets PCIA costs with portfolio value using short-term
MPBs for RA, brown power, and Renewables Portfolio Standard (RPS) products. In addition, it
allocates RPS attributes to unbundled customers.

The calculation of the IOU PCIA portfolio cost and value therefore depends on market
prices, including for RA, which rise and fall over time. Thus, the value of the IOU PCIA
portfolio similarly rises and falls over time.

As noted in the OIR, recent high RA market prices have increased the value of the IOU

PCIA portfolios.!' This has recently resulted in a PCIA credit (rather than a charge) on bills of

8 All subsequent code sections cited herein are references to the California Public Utilities Code,

unless otherwise specified.

? Pub. Utils. Code § 366.2(g) (emphasis added).

10 See D.18-10-019, Decision Modifying the Power Charge Indifference Adjustment Methodology,
R.17-05-026 (Oct. 19, 2018).

! OIR at 14.



some departed load customers. This credit is in stark contrast to steep charges on departed load
customer bills in previous years. The OIR, the ED Staff Report, and Commissioners’ remarks at
the Commission voting meeting adopting the OIR,'? all point to concerns over whether the
existence of a credit on unbundled customer bills may suggest a cost shift.!* Such statements
overlook the Commission’s explicit acknowledgement in its Decision establishing the current
MPB framework that such a credit should occur: “[t]he PCIA framework should allow for a net
credit to departing load customers if utility portfolios provide positive net market value as
demonstrated through actual recorded market transactions and realized revenues.”'* Indeed, if
the value of the portfolio retained by the IOU exceeds what bundled customers are paying for it,
then a credit to unbundled customers is warranted.

It would be tempting for the Commission, given its traditional regulatory orientation, to
solely focus on ensuring bundled customer rates remain low. However, the Commission’s
general obligation to adopt “just and reasonable” rates and to prevent cost shifts requires it to
ensure, as noted by Commission President Alice Reynolds, that both bundled and unbundled

customers “get the benefits of investments made on their behalf.”!®

12 All references herein to Commissioner Remarks refer to the remarks provided by the

Commissioners at the February 20, 2025, Commission meeting at which the OIR was adopted.

13 See OIR at 14-15 (“A PCIA credit does not necessarily suggest a cost shift between bundled and
unbundled customers. It can accurately reflect a rebalancing of the costs and market value of the
resources the IOUs retain in the portfolio for use by bundled customers. However, it only leads to
customer indifference if the MPB accurately reflects the market value of the entire PCIA portfolio”); ED
Staff Proposal at 6 (“In general, a PCIA credit to unbundled customers recovered through higher rates for
bundled customers is only warranted if the market value being applied to the entire portfolio is accurate”);
Commissioner M. Baker Remarks (stating that while “”’these transfers are not problematic in theory, they
raise the question of whether the risk is symmetrical”).

1 D.18-10-019, at 160.

5 Commissioner A. Reynolds Remarks.



The Commissioners also generally framed the proceeding as one to ensure
“affordability.”!'® While the magnitude of IOU costs (as opposed to IOU customer costs) is
certainly an affordability issue, the division of those costs among bundled and unbundled
customers is a zero-sum game among different customer sets, not one of affordability for
customers overall. In short, the Commission cannot require unbundled customers to carry the
burden of higher rates to ensure affordability for bundled customers.

CalCCA’s comments focus on three key issues. First, the Commission must approach the
OIR with the intent to ensure equitable allocation of cost responsibility among a/l LSEs and their
customers. Second, Energy Division’s Track One Proposals to modify the RA MPB on an
expedited basis should focus on accuracy through minor refinements to the RA MPB framework
rather than a wholesale rework of that framework. Therefore, Proposal One regarding
incorporating long-term transactions in the calculation of the value of RA capacity should be
rejected. This outcome-driven approach is not only inconsistent with the established
methodology of valuing the RA MPB with current market prices, but also mixes apples with
oranges and leads to internal inconsistency in the application of the methodology. Simply put,
the price paid for a product historically is not an indicator of the product’s value today. Proposals
Two through Five should be adopted as improvements to the accurate assessment of value, with
the conditions expressed herein. Third, CalCCA preliminarily addresses the Track Two scope,
categorization, and schedule.

Specifically, CalCCA provides the following recommendations:

16 See Commissioner D. Houck Remarks (“I want to highlight the need to carefully consider

affordability for customers when updating the PCIA calculations even with [the OIR’s] tight schedule™).



The Commission should approach the OIR in the context of its obligation to both
bundled and unbundled customers to administer the PCIA framework fairly and
accurately;

The Commission should consider the broader context surrounding PCIA policy and
current market conditions;

For the Track One Staff Proposals, the Commission should:

Model the impacts of all scenarios on the RA MPB (including the
combination of Proposals Two and Five) and require the IOUs to demonstrate
the estimated system average PCIA rate impacts of different proposals;

Reject Proposal One. Upending the RA MPB framework by including in the
costs of all transactions deliverable in a year, rather than near-term
transactions executed for that year, produces an outcome-driven solution that
does not reflect current market value as required by the “mark to market”
portfolio valuation methodology adopted in D.18-10-019 and D.19-10-001. It
thus leaves the overall methodology with a mix of apples and oranges: current

prices for energy and RPS versus a blend of current and historical prices for
RA.

Adopt Proposals Two through Five. Each of the Proposals will increase the
accuracy, but not upend the framework, of the RA MPB:

o  Proposal Two utilizing a single RA MPB incorporating System, Local,
and Flex values should be adopted to maximize representative
transactions;

o  Proposal Three excluding affiliate transactions from the MPB
calculation should be adopted to mitigate the risk of RA MPB
manipulation;

o  Proposal Four excluding swap and sleeve transactions should be adopted
to the extent the Commission can objectively and transparently identify
such transactions; and

o  Proposal Five utilizing monthly values for the overall RA MPB should
be adopted to best reflect seasonality of RA prices;

Order legal briefing on the complex issue of retroactively applying any of the Track
One modifications to true-up the 2025 Forecast RA MPB;

Finalize the Track Two scope only after the completion of Track One — however,
the following items should be preliminarily scoped for Track Two:

Consideration of structural changes to the PCIA including:



II.

Sunsetting the PCIA to allow IOUs unencumbered access to the PCIA
portfolios in an environment of growing load and to provide an ability to
take advantage of the hedge value of the long-term resources in the
PCIA portfolio;

Allocating PCIA resources proportionally to unbundled and bundled
customers to minimize ongoing debates on valuation methodology, to
more accurately account for full value, and to reduce customer rate
volatility;

Revisiting the PCIA GHG-free methodology to ensure GHG-free
resources are accurately valued in the PCIA portfolio; and

Adopting scoping issues proposed in the OIR, including:

O

O

Consideration of ERRA-specific implementation guidance for the RA
Slice of Day framework;

Consideration of a framework for re-vintaging utility-owned PCIA-
eligible resources and contract vintaging; and

Consideration of Bundled Procurement Plan processes; and

Consideration of other issues raised but not resolved in past ERRA cases,
including:

O

O

The Treatment of pre-2019 banked RECs; and

The IOUs’ Common Cost Allocation methodologies.

THE COMMISSION HAS A CONTINUING OBLIGATION TO BOTH
BUNDLED AND UNBUNDLED CUSTOMERS TO ADMINISTER THE PCIA
FRAMEWORK FAIRLY AND ACCURATELY

The Commission has a continuing obligation to both bundled and unbundled customers to

administer the PCIA framework fairly and accurately. This obligation, to ensure indifference and

the prevention of costs shifts for both bundled and unbundled customers, requires the

Commission to not favor one sector of customers over another. As set forth below, the

implementation of the PCIA has played out over time generally in favor of bundled customers.

The Commission must approach the OIR with the intent to ensure equitable allocation of cost

responsibility among a// LSEs and their customers, specifically by: (1) ensuring indifference



among both bundled and unbundled customers; (2) understanding that the PCIA is a zero-sum
game, and therefore that overall affordability cannot be achieved by the PCIA methodology
which simply allocates costs approved in other proceedings; (3) acknowledging that bundled
customers benefit from guaranteed cost recovery from departed customers for PCIA-eligible
resources; (4) resisting results-oriented modifications of the RA MPB to benefit bundled
customers under current market conditions; (5) understanding that both bundled and unbundled
customers may benefit through the PCIA at any one time depending on market and regulatory
conditions; and (6) viewing the ERRA process through past ERRA cases and the advantages
enjoyed by the IOUs.

A. The Commission Has an Obligation to Ensure Indifference for Both Bundled
and Unbundled Customers

AB 117! envisioned CCAs as a way for local municipalities to partner with state
agencies like the Commission to drive energy efficiency and conservation, increase reliance on
renewable resources, and ensure grid reliability. The Legislature requires the Commission to
ensure the success of that vision by: (1) enforcing cooperation by the IOUs “with any [CCAs]
that investigate, pursue, or implement CCA programs;” '® (2) “foster[ing] fair competition
between CCAs and IOUs;”!? (3) certifying CCA plans;?° (4) preventing cost shifts between
bundled and departing load customers;?! (5) ensuring that a CCA is “solely responsible” for its

own procurement, unless otherwise expressly authorized by statute;?? and (6) ensuring CCA RPS

17 Assembly Bill No. 117 (AB 117) (2002) Ch. 838, Stats. 2002 (Sept. 24, 2002); Cal. Pub. Utils.
Code § 380.

18 Cal. Pub. Utils. Code § 366.2(c)(9)-(11).

19 Senate Bill No. 790 (SB 790) (2011) Ch 599, Stats. 2011 (Oct. 8, 2011), at § 2(h).

20 Cal. Pub. Utils. Code § 366.2(c)(5)-(8).

2 1d. §§ 366.2(a)(4), 366.3.

2 Id. § 366.2(g).



and RA compliance.?* The Commission is required to “provide [CCAs] with the opportunity to
compete on a fair and equal basis with other load serving entities, and to prevent [IOUs] from
using their position or market power to undermine the development or operation of [CCAs].”*
The Commission has more recently found that “[f]inancially sound CCAs benefit customers as a
whole,” and that “CCAs are in the public interest, in that CCAs allow for a publicly managed
alternative to private utility procurement of resources.” 2

These obligations—especially the obligation to ensure both bundled and unbundled
customer indifference—are more essential than ever, as departed customer load from CCAs and
ESPs is forecasted to be approximately equal to bundled customer load in 2025, as shown in

Figure 1, below.

FIGURE 1

California Retail Energy Providers

2025 Percentage of CA Retail Load by Energy Provider

Envely Provider 2025 Deliveries

(GWh)
Publicly

Owned Utility = - Investor-Owned Utility 86,637
Community Choice Aggregator 59,882
Energy Service Provider (DA) 27,338
Publicly Owned Utility 73,248

Statewide Electricity Deliveries 247,105

Source: 2024 |IEPR Forecast. California Energy Demand 2024-2040 Forecast - Planning Forecast

» Id. §§ 399.11, 380.

2 Decision (D.) 12-12-036, Decision Adopting a Code of Conduct and Enforcement Mechanisms
Related to Utility Interactions with Community Choice Aggregators, Pursuant to Senate Bill 790,
R.12-02-009 (Dec. 28, 2012), at 2; see also SB 790, at § 2(h).

» D.24-09-005, Decision Extending Current Proportional Allocation of Payment on Past-Due Bills
Between Investor-Owned Utilities and Community Choice Aggregators, R.18-07-005 (Sept. 18, 2024), at
8, 16.



The parity between bundled and unbundled load in California underscores the need for
the Commission to approach the issues raised in the OIR in a transparent manner that does not
lower costs for one group of customers to the detriment of another group of customers.

B. Overall Customer Affordability Will Not be Achieved Through

Modifications to the RA MPB and Should Not Be Used as a Justification to
Benefit Bundled Customers

Overall customer affordability will not be achieved through modifications to the RA
MPB and cannot be used as a justification to benefit bundled customers. Affordability of electric
services is a critical issue in California. Executive Order N-5-24 requires the Commission to
closely examine various ratepayer-funded programs to determine which are underperforming or
could be funded via alternative means in order to address customers’ bills.?® The order builds on
efforts the Commission has undertaken since 2018 to address the question of affordability.?’
CalCCA members support these efforts and are seeking solutions—both within and outside of
Commission proceedings and programs—to improve the affordability of electricity in California.

Commissioner Matthew Baker’s remarks from the dais are correct to point out the high
level of revenue requirements at issue in the ERRA cases,?® and it is true the decisions the
Commission makes in this proceeding will have impacts on customer bills. However, other
Comments from the dais—echoing problematic statements from Pacific Gas and Electric

Company (PG&E) during its 2025 ERRA Forecast proceeding trying to link the RA MPB to

26 Executive Order N-5-24 (Oct. 30, 2024).
27 See, e.g., Order Instituting Rulemaking to Establish a Framework and Processes for Assessing
the Affordability of Utility Service, R.18-07-006 (July 12, 2018).

Commissioner M. Baker Remarks (“As the OIR points out...the ERRA alone accounts for over
seven billion [dollars] ... in customer bills ... from the state’s largest [IOUs]”).
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affordability?*—incorrectly suggest the current ERRA and PCIA processes are a means to
address affordability.°

While the ERRA ratemaking process tabulates the generation portion of customers’ bills,
such ratemaking does not create new costs or reduce costs. It simply passes through costs from
the California’s energy market and from Commission-approved cost recovery or directives in
General Rate Cases, or program applications, and other proceedings approving IOU cost
recovery. It also reflects costs driven by Commission mandates in other policy proceedings,
such as the Integrated Resource Plan (IRP), RA, or RPS proceedings. The size of the pie is
determined in all of these cases, and ERRA ratemaking simply slices the pie into pieces allocated
to bundled and unbundled customers. ERRA ratemaking is thus a zero-sum game and cannot
provide an affordability lever.

A review of the PCIA framework helps demonstrate why arguments linking the PCIA or the
RA MPB to affordability should not be endorsed. Within the ERRA, certain utility generation costs
are PCIA-eligible. The Indifference Amount is the difference between the IOU supply portfolio

cost’! and the market value of the IOU’s supply portfolio as demonstrated in Figure 2, below.

» See Opening Brief of Pacific Gas and Electric Company, A.24-05-009 (Oct. 21, 2024), at 4
(“PG&E expects that the severe increases of the MPBs will blunt any affordability benefit that could be
enjoyed by bundled service customers, leaving those customers worse off, and not indifferent, due to load
departure.”); see also Pacific Gas and Electric Company’s (U 39 E) Comments on the Proposed Decision,
A.24-05-009 (Dec. 2, 2024), at 5 (describing the perceived misalignment between lower energy prices
and bundled customer rates as due to unreasonable MPBs).

30 Commissioner D. Houck Remarks (“I want to highlight the need to carefully consider
affordability for customers when updating the PCIA calculations even with [the OIR’s] tight schedule™).
31 D.11-12-018, Decision Adopting Direct Access Reforms, R.07-05-025 (Dec. 1, 2011), at 8-9
(describing how to derive the indifference principle from total PCIA Portfolio Cost, which includes
capital investment recovery and fixed operations and maintenance costs determined in a GRC for utility-
owned generation (UOG), purchased power such as that from power purchase agreements (PPA), fuel
costs for UOG and PPAs with tolling agreements, and California Independent System Operator (CAISO)
grid charges and revenues, net of any sales.)

11



FIGURE 2

Indifference
Amount

Portfolio
(Above-
market costs)

Costs

Key to the issues raised in this OIR is portfolio market value, which is derived from total
eligible resource output multiplied by the MPBs, an administratively determined set of proxy
values that represents the market value of the IOU’s resource portfolio.>? The MPBs are
estimates of the value per unit associated with the three principal sources of value in the utility
portfolio:** Energy Value, ** RPS Value,*® and RA Value.* Each MPB must be multiplied by
the relevant portfolio volume as part of the overall calculation of Portfolio Market Value.?” The

overall formula can be seen in Figure 3, below:

32 D.19-10-001, Decision Refining the Method to Develop and True Up Market Price Benchmarks,
R.17-06-026 (Oct. 10, 2019), at 6 (“Market Value is the estimated financial value, measured in dollars,
that is attributed to a utility portfolio of energy resources for the purpose of calculating the [PCIA] for a
given year.”).

33 A fourth value is Greenhouse Gas-Free (GHG-free) attributes. See, generally, D.23-06-006,
Decision Addressing Greenhouse Gas-Free Resources, Long-Term Renewable Transactions, Energy
Index Calculations, and Energy Service Providers’ Data Access (Jun. 13, 2023), at 2 (creating an option
for IOUs to: (1) continue voluntary allocation of hydro GHG-free energy; or (2) to apply a new GHG-
Free market price benchmark when calculating the Indifference Amount, and resulting PCIA rates, per
D.23-06-006). To date, both PG&E and Southern California Edison Company (SCE) have opted to
allocate GHG-free attributes rather than value them at the benchmark.

34 D.19-10-001, at 6 (“Energy Value is the estimated financial value, measured in dollars, that is
attributed to the generation component of a utility portfolio for a given year”).

335 1bid. (“RPS Value is the estimated financial value, measured in dollars, that is attributed to the
renewable energy component of a utility portfolio for a given year above and beyond the Energy Value™).
36 1bid. (“RA Value is the estimated financial value, measured in dollars, that is attributed to the
[RA] component of a utility portfolio for a given year”).

37 1bid. (“Each [MPB] must be multiplied by the relevant portfolio volume as part of the overall
calculation of Market Value”).
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FIGURE 3

PO rthIiO *Sales revenues offset
Costs e

Within this framework, the portfolio value all but determines which customers will pay

for which costs. The market cost to serve bundled customers is recovered only from bundled
customers via the ERRA rate. All costs that rise above the market value of the IOUs’ portfolio
are recovered from both departed and bundled customers via the PCIA.*® If the forecasted
portfolio market value increases, all other things equal, the Indifference Amount decreases. If
the Indifference Amount decreases, the PCIA decreases, and departed customers pay less. If the
Indifference Amount increases, the PCIA increases, and departed customers pay more. The
result is a zero-sum game between bundled and unbundled customers. Any change to the RA
MPB that decreases its value will result in departed customers paying more and bundled
customers paying less, and vice versa.

Given the stakes of shifting costs between bundled and unbundled customers, the
Commission must carefully approach “fixing” the RA MPB in Track One based on the issues

identified in the ED Staff Report, as set forth more fully in section III., below. Indeed, the

38 The total generation costs for a bundled customer are its ERRA rates plus the PCIA rate. The total

generation costs for a departed customer are the PCIA plus the cost of procurement of their CCA or ESP.
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expedited nature of Track One should dictate that any RA MPB changes should be mere
“tweaks” to increase accuracy rather than a wholesale reconfiguring of the RA MPB
methodology. In addition, modification of the PCIA in Track One should not simply be a
question of bundled customer affordability: departed customers bear the burden of costs lifted
from the shoulders of bundled customers, and vice versa. Affordability cannot and must not only
mean “bundled customer affordability.” Accuracy, fairness, transparency, stability, and
consistency must be the Commission’s goal.

The best proceedings to address customer affordability are those which shape transmission,
distribution, and generation cost recovery: the GRCs, IOU rate of return cases, and the RA, IRP,
and RPS proceedings. Specific to older procurement, the best way to improve affordability is to
unwind legacy costs in the PCIA portfolio, thereby reducing costs for all customers rather than one
group at the cost of another. The early termination of the Ivanpah solar thermal power plant
contract is an example of such an effort.>* In addition, stricter enforcement of contractual
violations through termination of agreements can create cost reductions within the PCIA.

C. The PCIA and ERRA Frameworks Currently Benefit Bundled Customers

While focusing in this OIR on updating and reforming the PCIA and ERRA frameworks,
the Commission should recognize the significant benefits conveyed to bundled customers
through the current scheme. As set forth below, the PCIA structure includes a built-in benefit
allowing the IOUs and their remaining bundled customers to receive guaranteed cost recovery
for their PCIA-eligible resources. Simply because the present market does not benefit bundled

customers, the Commission should not create an “interim fix” to ensure that benefit. Indeed,

39 See PG&E Advice Letter 7485-E, 2023 PCIA RFI, Termination of Power Purchase Agreements
between Solar Partners II, LLC and Pacific Gas and Electric Company and between Solar Partners VIII,
LLC and Pacific Gas and Electric Company (Jan. 17, 2025).
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evaluation of historical PCIA rates demonstrates the benefits to bundled customers over the past
many years. These benefits are also reflected in past ERRA cases implementing the PCIA in
which bundled customers have significantly benefitted. This OIR should therefore examine how
to ensure the PCIA and ERRA frameworks simply do what they were originally intended to do:
prevent cost shifts and ensure indifference among all bundled and unbundled customers.

1. Bundled Customers Benefit from Guaranteed Cost Recovery from
Departed Customers for PCIA-Eligible Resources

The OIR and Staff Proposals fail to mention the key benefit of the PCIA to IOUs and
their remaining bundled customers — the requirement for departed customers to pick up the tab
for PCIA-eligible resources the IOUs no longer need and are unable or unwilling to sell. The
current framework effectively guarantees cost recovery of the IOU legacy generation portfolios
regardless of: (1) how many bundled customers the IOUs serve; (2) how many kilowatt-hours of
electricity the IOUs sell; (3) the price at which the IOUs bid their resources into CAISO; or (4)
whether the IOUs are able—or willing—to sell their excess RECs or capacity. No other kind of
business in California—and certainly no other LSE in California—enjoys a perpetual guarantee
that it will recover its costs if it loses customers, customers buy less, or the business cannot or
will not sell its excess inventory. It is critical the Commission does not lose sight of this
enormous benefit to the IOUs and bundled customers.

2. The Commission Should Not Modify the PCIA Methodology Simply
to Benefit Bundled Customers in the Present Market

The Commission should not modify the PCIA methodology simply to benefit bundled
customers in the present market. Restrictions in Bundled Procurement Plans (BPPs) should not
result in increased unbundled customer costs under the PCIA. PG&E complained in its 2025

ERRA Forecast case that the current PCIA framework was inequitable because it exposed PG&E
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to short-term RA market prices that cannot be hedged.*’ The argument stems from the fact that
PG&E’s current BPP effectively requires it to purchase 48 percent of its Retained RA capacity,
i.e., capacity that is PCIA-eligible that PG&E uses for its own purposes, from departed customers
at the RA MPB.*! To hedge the cost of changes to the RA MPB, PG&E would have needed to
secure additional long-term contracts several years ago while simultaneously selling a portion of
the existing PCIA-eligible portfolio associated with departing load.** According to PG&E, its BPP,
the nature of the PCIA portfolio, and other Commission precedent do not allow it to do s0.*
Commissioner Baker echoed PG&E’s concerns in comments from the dais, stating that the
need for the IOUs to keep their existing resources “presents a bit of a dilemma because selling
PCIA-eligible capacity and repurchasing it at market prices is inefficient and would unnecessarily

raise costs for customers.”** He stated that “exceedingly high-priced RA markets have entirely

reversed the directions of payments for the PCIA so that bundled ratepayers are now paying

40 See A.24-05-009, Exh. PGE-01C, at 2-9:21 to 2-13:13 (describing the potential impact of
forecasted high RA prices on bundled customer generation rates and departed load customer PCIA rates).
4 Id. at 2-10:17 to 2-10:20 (“Since PG&E bundled service customers are currently a minority of
customers in its service area, those customers are purchasing a significant portion, 48 percent in 2023, of
the RA retained for their compliance from departed load customers at the applicable RA MPBs”).

42 Id. at 2-12:13 to 2-12:19 (“Hedging this current RA market exposure would have required PG&E
to have entered into additional long-term contracts a number of years ago that would have exceeded
projected bundled service customer needs, a practice that is inconsistent with the positions taken by
PG&E and other stakeholders in previous proceedings and is inconsistent with the direction in past
Commission decisions, while simultaneously further selling from the existing PCIA-eligible portfolio™).
43 1d. at 2-12, n. 23 (citing to D.15-10-031, Decision Approving 2014 Bundled Procurement Plans,
R.13-12-010 (Oct. 23, 2015), at 20, “...thus hedging beyond the bundled customers is over-hedging,
harmful to the public interest, and should be rejected”; see also D.13-11-024, Decision Conditionally
Accepting 2013 Renewables Portfolio Standard Procurement Plans and Integrated Resource Plan and
On-Year Supplement, R.11-05-005 (Nov. 20, 2013), at 43 (“PG&E states that an [additional] bank is
needed to mitigate risks...DRA objects to PG&E’s proposed level of [additional] banked procurement on
the basis that it is not cost-effective or necessary for ratepayers....”); D.21-05-030, Phase 2 Decision on
Power Charge Indifference Adjustment Cap and Portfolio Optimization, R.17-06-026 (May 24, 2021),
40-44, 58 (“Solutions should reduce excess and/or uneconomic resources in IOUs’ PCIA portfolios.
‘Excess resources’ are defined as resources that are not necessary to meet bundled customers’ needs and
compliance requirements”); D.18-10-019, at 97-104).

“ Commissioner Baker Remarks.
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unbundled customers for the market value of the retained RA. Although these transfers are not
problematic in theory it does raise the question of if the risk is symmetrical.”* While symmetrical
risk is of course the central goal of the PCIA, the structure of the methodology is intended to
reflect the current value of the retained assets, and therefore providing the benefit of the current
high market value to unbundled customers should not raise a red flag.

The deeper problem with PG&E’s framing is that it recasts an apparently longstanding
practice under the BPPs as a problem with the PCIA. And it shifts the entirely hypothetical cost
of that practice (there is no evidence IOUs would have fared better with other procurement
strategies) from bundled customers to unbundled customers. It was not unbundled customers that
required that IOU customers buy preferentially or exclusively from the PCIA portfolio, yet it is
those customers who may be required to pay for those practices.

3. Evaluation of Historical PCIA Rates Demonstrates Bundled
Customer Benefits

The existing framework has conveyed substantial benefits to bundled customers, even
when PCIA prices are negative. Post-D.18-10-019, PCIA rates spiked, foisting major costs onto
CCA residential ratepayers in 2019 and beyond. At the same time, residential bundled customers
experienced a relative rate reduction. The three figures below show average residential PCIA

rates for the three IOUs since 2012.

4 The practical application of the PCIA MPBs, and the PCIA more generally, tells a different story.

As the value of RA has increased over the past few years, much of that value has been allocated to more
recent vintages. That means that even when the overall Indifference Amount is negative, i.e., the value of
the portfolio outweighs the cost of the portfolio, many CCA customers in the older vintages still pay
positive PCIA rates while bundled customers pay negative PCIA rates. This phenomenon can be seen in
Figure 7, below, showing how a larger portion of the negative indifference amounts in 2023-2025, in
PG&E’s service territory, is attributed to bundled customers.
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FIGURE 4
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Two things are clear from the Figure 4 charts: (1) PCIA rates increased from 2019 through 2023,
i.e., after the Commission implemented the current framework; and (2) negative PCIA rates are a
clear exception to historical trends, and not the norm.

Perhaps the most misplaced and concerning part of the Commission’s apparent perspective
— as voiced in the OIR, ED Staff Report, and remarks from the dais is the implicit suggestion that a
return to these high PCIA rates, or even positive PCIA rates, would somehow right the ship of
indifference in California. Indifference does not require high PCIA rates be paid by unbundled
customers, and as described infra, the possibility of negative PCIA rates were part of the

framework the Commission put into place.
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Further, the ED Staff Report appears to suggest that the RA MPB specifically has
resulted in a large increase in value of the IOUs’ portfolios in recent years.*® However, changes
to the RA MPB and the Energy Index have tended to cancel each other out since 2023, with the
overall value of PG&E’s portfolio (for example) decreasing since then—not increasing. This can
be seen in Figure 5 below, showing the components of PG&E’s indifference amount calculation
over time. Note how from 2023 to 2025, the blue portion of the market value bars (i.e., the
Energy Value or “Brown Power”) moves in an opposite direction to the gold portion (i.e., the

Capacity Value), with the overall value of the portfolio decreasing since 2023.

FIGURE 5
PG&E Indifference Amount Components Over Time
2018 2019 2020 2021 2022 2023 2024 2025

$6,000
Capacity Value

Millions

$5,000

$4.000 m Green Power
Value
$3,000 u Brown Power
Value
$2,000
m GRC Costs
$1,000
m Procurement Cost

0

“

Costs
Costs
Value
Costs
Value
Costs
Value
Costs
Value
Costs
Value

Costs
Value
Value
Costs
Value

Taking a more holistic view of the different components of the PCIA rate shows a much

more complex picture on what is driving PCIA rate changes than what is stated in the OIR.

46 See ED Staff Report, at 6 (“System RA MPBs are the main driver of the increases in each IOU’s
total portfolio market value included in their respective ERRA Forecast filings, which has yielded the

PCIA as a credit”) (emphasis added).
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Indeed, the RA MPB has not been nearly as volatile as the Energy Index or the changes in

procurement costs for PG&E, as shown in Figure 6, below:

FIGURE 6
Trend in PG&E's PCIA Rate Components Since
2018
$4,000,000
$3,000,000 = GRC Costs
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The ED Staff Report creates an erroneous impression in arguing that the proposals are needed
because “the system RA Forecast and Final MPBs have seen the most volatility since the current
PCIA MPB methodology was adopted in D.18-10-019.”

Finally, even when the overall Indifference Amount is negative, i.e., the value of the
portfolio outweighs the cost of the portfolio, many CCA customers in the older vintages still pay
positive PCIA rates while bundled customers pay negative PCIA rates. This phenomenon can be
seen in Figure 7 below, showing how a larger portion of the negative indifference amounts (i.e.,
credits to customers) in 2023-2025 in PG&E’s service territory is actually credited to bundled
customers, who represent only one-third of PG&E’s load, and not unbundled customers, who

represent roughly two-thirds of PG&E’s load.

46 ED Staff Report, at 5.
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FIGURE 7

Customer Share of PG&E Indifference Amount
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It is clear from this figure that departed load (dark blue) still paid above-market costs and
positive PCIA rates in 2023 and 2024 even though the overall Indifference Amount was
negative. This is because older vintages still contained above-market costs, while newer
vintages, including those for bundled customers, enjoyed the net benefits of resources with lower
costs. A specific example of this type of procurement is PG&E’s mid-term reliability
procurement, which are assigned to vintage 2021, enjoy a high valuation, and were procured at
lower costs compared to other capacity. All of this taken together demonstrates the significant
benefits conveyed to bundled customers through the PCIA.

4. Past ERRA Forecast Cases Demonstrate How the IOUs Take
Advantage of the ERRA Process to Benefit Bundled Customers

Past ERRA Forecast cases demonstrate how the IOUs take advantage of the ERRA
processes to benefit bundled customers through the PCIA. The OIR suggests “the ERRA process

itself is intended to function as an individual electric IOU’s annual forecast and accounting
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review, not as a forum for evaluating or setting policy.”*® It goes on to state “[a] certain amount
of policy decision-making is inherent within a thorough consideration of customer programs and
procurement obligations” even in the expedited ERRA cases.

While the Commission has policed its prohibition on policymaking effectively in many
cases,’ the reality is the ERRA Forecast proceedings sometimes go well past ministerial acts to
modify policies and PCIA ratemaking to the benefit of bundled customers. The most prejudicial
of these events is when such changes occur in the October Update, which only the IOUs are able
to submit. Proposals to change policy and ratemaking in the October Update are especially
troublesome because it is an extremely time-compressed period of the ratesetting process,
frequently leaving intervenors weeks or days to respond to voluminous testimony updates, while
still giving the IOUs another opportunity to respond to concerns intervenors raise.”!

As an example, in D.24-12-039 (deciding SCE’s 2025 ERRA Forecast case), the
Commission shifted $335.8 million in benefits to SCE’s bundled customers on the backs of
departed customers via a last-minute, substantive proposal in SCE’s Alternate October Update

(AOU) offered in response to a Ruling requesting “procedural mechanisms” tied to potential

under collections in the RA MPB.3? D.24-12-039 adopted SCE’s AOU in full, including SCE’s

48 See OIR at 10.

¥ ld. at11.

30 See Assigned Commissioner’s Scoping Memo and Ruling, A.22-05-014 (Aug. 12, 2022), at 1-2
(denying consideration of SCE’s Green Share rate option because it “is newly proposed’ and “the parties
and the Commission would be required to address new program rules and standards within the
compressed time frame of this proceeding, a process that could reduce the time used to address and
resolve this proceeding’s other issues and adversely impact the proceeding schedule™).

! See, e.g., Assigned Commissioner’s Scoping Memo and Ruling, A.24-05-007 (Aug. 14, 2024), at
4 (“SCE is directed to prepare, serve, and file by October 21, 2024, an Alternate October Update as
described in its October 14, 2024 comments to the Mechanisms Ruling.”); Email Ruling Directing
Southern California Edison Company to File an Alternate October Update, Providing Opportunity for
Response and Reply, and Clarifying Schedule, A.24-05-007 (Oct. 16, 2024).

52 See California Community Choice Association’s Comments on Proposed Decision, A.24-05-007
(Dec. 2, 2024), at 1 (“The Proposed Decision takes extra-procedural steps to grant $335.8 million in
benefits to SCE’s bundled customers on the backs of departed customers”).
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proposal to recategorize almost half of its PCIA-eligible capacity portfolio from System RA and
Flexible RA to Local RA (RA Categorization Proposal). °> The Commission adopted the RA
Categorization Proposal not only for the 2025 forecasted indifference amount, but also for the
2024 true-up, changing the rules of PCIA ratesetting at “halftime”, i.e., between the forecast and
the true-up.>* The result was SCE counting 4,500 megawatts (MW) as Retained Local RA -
capacity all parties to the proceeding agreed was used as System RA during 2024 and forecasted
to be used as System RA in 2025.%° That amounted to 1,500 MW beyond the entirety of the
Central Procurement Entity’s (CPE) Local RA obligation for all of SCE’s service territory. The
case suggests the Commission is evaluating PCIA questions through a lens of what benefits
bundled customers, and illustrates the clear advantages given to bundled customers when the
Commission allows IOUs to propose changes to the rules at the last minute.

In both process and substance, the current PCIA framework has worked to the benefit of
bundled customers since its inception in 2018. The fact that market forces have shifted to put
more IOU resources at or above market value, thereby reducing PCIA revenue requirements,
does not automatically mean something is wrong with the PCIA that must be corrected on an
expedited basis with potential retroactive effect. Indeed, it may mean the PCIA is providing the
type of indifference the Commission and the Legislature originally intended.

III. COMMENTS ON TRACK ONE PROPOSALS

The OIR states the Commission will consider adopting some or all of Energy Division’s

proposals to mitigate the impacts of “[r]apid changes to the marginal price of RA” through

53 A.24-05-007, Exh. SCE-09 at 2:5-7 (explaining how SCE’s AOU changes “how SCE applies
System, Flexible, and Local RA MPBs to its PCIA portfolio for both its 2024 true-up and its 2025
forecast”) (emphasis added).

> Ibid.

5 See California Community Choice Association’s Comments on Proposed Decision, A.24-05-007
(Dec. 2, 2024), at 2.
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“consider[ation of] whether the current RA MPB formulation reflects the market value of the
entirety of the IOU [PCIA] portfolio.”® The ED Staff Report identifies “two sets of issues with
the current RA MPB methodology™: (1) “the current methodology fails to capture all transactions
for deliverability in year n”; and (2) fails to exclude non-market or non-arm’s length transactions
that may not reflect genuine market prices.”>’

The ED Proposal, considered in the OIR, sets forth five proposals:

1) Include all transactions available for given delivery year for all system, flex, and
local RA forecast and final adders;

2) Consider using one value for all MPBs, including system, local and flexible;
3) Exclude affiliate transactions from the calculation of the MPB;

4) Exclude swap and sleeve transactions from the MPB; and

5) Consider using monthly values for the MPBs.®

As set forth below, Proposal One should be rejected because it would constitute an
outcome-driven wholesale rework of the current RA MPB framework as it requires the value of
the retained RA to be calculated with historical transactions rather than the current market value.
Adopting this approach would create an apples-and-oranges PCIA calculation, mixing short-
term, current values for RPS and Brown Power and long-term values for RA. Proposals Two
through Five, however, should be adopted with the conditions set forth below, as they all simply
increase the accuracy within the current framework. In all events, the Commission’s adoption or
rejection of any of the proposals must only occur after adequate and transparent data and

modeling is provided to demonstrate the rate impacts on both bundled and unbundled customers.

36 OIR at 19.

37 ED Staff Report, at 6.

38 OIR at 18-23. A sixth proposal, called “Placeholder proposals,” notes that the Commission may
consider adopting an “interim methodology” for 2026, to be followed by a more complete reexamination
for the following year, presumably in Track Two. Id. at 23.
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A. Any Commission Decision on the Staff Proposals Must Be Based on
Transparent Data and Modeling Demonstrating the Rate Impacts on
Bundled and Unbundled Customers

Any Commission decision on the ED Staff proposals must be based on transparent data and
modeling demonstrating the rate impacts on bundled and unbundled customers. As an initial
matter, significant data needed by parties (and ED Staff) to evaluate the ED Staff proposals is
lacking, including relative rate impacts to bundled and unbundled customers of any ED Staff
proposal. Therefore, parties must resort to reproducing utility ratemaking from 2025 to determine
how much the PCIA will change for each vintage as a result of the ED Staff proposals. In addition,
the analysis of combining ED Staff proposals in section 5 of the ED Staff Report fails to provide
modeling for each Proposal, and different combinations of Proposals, preventing parties from
viewing a full picture of potential outcomes. Any impact on the RA MPB and customer rates
should be supported by transparent modeling of impacts for all scenarios. Prior to the Commission
adopting or rejecting any of the ED Staff proposals as recommended below, the Commission must
transparently demonstrate the estimated rate impacts of their proposals. The Commission should
also, after it calculates the MPBs for all scenarios, order the IOUs to present system average PCIA
rate impacts for each vintage. Approving significant ratemaking methodology changes prior to
demonstrating the relative rate impacts to bundled and unbundled customers would be a half
measure, does not provide a complete understanding of critical changes, and does nothing to dispel
notions of Commission bias towards IOUs and bundled customers.

B. Proposal One Should be Rejected as Inclusion in the RA MPB of All

Transactions Deliverable, Rather Than Transacted, in a Year Does Not
Reflect Current Market Value as Required by the RA MPB Framework

Proposal One to include all transactions available for a given delivery year in the
calculation of the RA MPB should be rejected as it fails to provide to departed customers the

current value of bundled customers’ retained RA. The ED Staff Report cites reduced liquidity
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and low transaction volumes as reasons to include a// long-term and short-term contracts with
deliverability in a particular year “to more accurately capture all procurement costs.”>® However,
one year of rate volatility negatively impacting bundled customers does not justify abruptly
modifying the RA MPB to favor bundled customers. In addition, ED Staff’s concern regarding
low transaction volumes can be addressed by the adoption of the ED Staff proposal to combine
the three RA benchmarks into one, which CalCCA supports as set forth below in section II1.C.

Proposal One should be rejected as it: (1) is inconsistent with the Commission’s directive
in D.18-10-019 that departed customers be credited for the current market value of RA, not the
long-term average cost, of retained RA; (2) is an outcome-driven solution that would abruptly
upend an established methodology to achieve a higher PCIA simply to mitigate the effect of
current market conditions on bundled customers; and (3) creates and internally inconsistent
methodology, blending both short- and long-term benchmarks.

1. The Cornerstone of the Current PCIA Framework is to Assess the
10U PCIA Portfolios at their Current Market Value

Section 365.2 mandates indifference for departed customers, requiring the Commission to
“ensure that departing load does not experience any cost increases as a result of the allocation of
costs that were not incurred on behalf of the departing load.”®® Under section 366.2, unbundled
customers are responsible solely for “estimated net unavoidable electricity costs” when
determining indifference, and those costs "shall be reduced by the value of the benefits" in the
I0Us’ portfolios that accrue to bundled customers.®! Not only are the value of the benefits that

remain with bundled customers half of the indifference equation, but they are also the lynchpin of

59 ED Staff Proposal, at 9.
60 Cal. Pub. Util. Code § 365.2.
o 14 at§366.2(N(2), (2).
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the Track One issues the Commission raises. The benefits side of the indifference equation
manifests in the market value portion of the PCIA ratemaking formula discussed supra in Figure 2.

The question of how to determine the value of capacity that remains with the IOUs for
their own use was determined in D.18-10-019. The cornerstone of that approach is to value an
attribute at the price at which it can be bought and sold.®* Thus, the Commission adopted a
version of a mark-to-market approach for determining the value of assets common across many
industries, with the RA Adder “calculated using reported purchase and sales prices of IOU,
CCA, and ESP transactions made during (year n-1) for deliveries in (year n).”% The decision
states TURN “speaks for most parties” when it asserted that the prior method of valuing RA
capacity, the published going forward costs of constructing a combined cycle generation turbine,
“*has very little relationship to the actual market prices at which all LSEs buy and sell RA
capacity.””® While their initial proposal was rejected, the IOUs supported the idea of valuing
Retained RA at the price at which it could be bought and sold.%

The OIR includes numerous statements that muddy these waters, suggesting inputs to the
RA MPB only represent a marginal amount of the total capacity procured to meet IOU
obligations,® only represent incremental capacity to meet certain compliance requirements, ¢’
only represent a small fraction of the RA resources procured,® and only leads to customer

indifference if the MPB is accurate. % However, these statements still go to the accuracy of the

62 See D.18-10-019, at 73.

63 Ibid. (emphasis added).

64 Id. at 36 (emphasis added).

63 See D.18-10-019, at 149 (stating “TURN and the Joint Utilities, on the other hand, support the
proposed benchmarks.”).

66 ED Staff Report, at 8.
o7 Ibid.
o8 Id. at 9.

0 OIR at 15.
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current methodology in assessing market value foday and not to the question of whether the
current market value should be used, or a series of historical costs, or whether the calculation of
value should be discarded in favor of a calculation of historic costs. That is, the reasoning in
D.18-10-019 is still sound: the value of an asset is the price at which it can be sold foday—not
the price at which it was procured or could have been sold five or more years ago. While the
Commission is right to seek to assess whether the MPB accurately reflects current market value,
it should not abandon the notion of the current value altogether.

Further, the fact remains that in 2024 the market value of the IOUs’ portfolios was high.
As the ED Staff Report recognizes to some degree, the high RA MPBs for 2025 illustrated the
market conditions CalCCA’s members have navigated in recent years.”® The parties to the ERRA
Forecast proceedings largely agreed there was scarcity in the RA market,”! which is an issue that
CalCCA and its member CCAs have attempted to tackle repeatedly and in earnest in other
proceedings.”

Capacity transactions from the Federal Energy Regulatory Commission’s (FERC) data
Electronic Quarterly Reports, which can act as a public proxy for the confidential transactions
reported to Energy Division to calculate the RA MPB, also clearly bear out these high market
prices. The weighted-average price of capacity purchased by California LSEs shows that, in
recent years, the IOUs sold capacity at prices that exceeded even the current actual RA MPBs.

On average, across the Summer of 2024, PG&E sold 425 MW of capacity each month at an

70 See ED Staff Report, at 5-9.

m A.24-05-009, Pacific Gas and Electric Company Prepared Testimony, at 2-13:19-21 (May 15,
2024) (citing market scarcity to justify its proposal to cap the RA MPB).

2 See R.23-10-011, Order Instituting Rulemaking to Oversee the Resource Adequacy Program,
Consider Program Reforms and Refinements, and Establish Forward Resource Adequacy Procurement
Obligations, see also CalCCA RA Whitepaper, California’s Constrained Resource Adequacy Market:
Ratepayers Left Standing in a Game of Musical Chairs (Jan. 16, 2024): https://cal-cca.org/resource-

adequacy.

28


https://cal-cca.org/resource-adequacy
https://cal-cca.org/resource-adequacy

average price of $56.5/ kilowatt (kW) -month. Across all sales to California LSEs with delivery
in 2024 and transaction dates between December 2022 and August 2024, the timeframe used by
the Energy Division to calculate the System RA MPB, IOUs sold capacity at a capacity-weighted
average price of $28.87/kW-month, which was higher than the 2024 final System RA MPB of
$26.26/kW-month.” Across this period, IOU sales of capacity to California LSEs were among
the highest priced transactions, as shown in Figure 8, below:

FIGURE 8

Capacity Transactions ($/kW-mo)

100 -
Sales of Capacity to California LSEs
with Delivery in 2024 and Transacted
80 - Between Dec. 2022 and Aug. 2024 Seller is 10U
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40 -
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*Source: CalCCA analysis of FERC Electronic Quarterly Reports.
Given that the RA MPBs were calculated using real market data in 2025, just as the Commission
ordered in D.18-10-019,7* it should come as no surprise that the value of the IOUs’ capacity

portfolios is high.

3 Energy Division Market Price Benchmark Calculations 2024 REVISED (Nov. 5, 2024).
74 See A.24-05-009, October 4, 2024, MPB Calculations; see also D.18-10-019, Appendix 1.
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2. Inserting Long-Term Transactions into the Existing RA MPB
Calculation is an Outcome-Driven Solution to a Short-term Market
Uptick and Should be Rejected

As demonstrated in the ED Staff Report, inserting long-term transactions into the existing
RA MPB calculation would significantly lower the 2025 RA MPB, thereby likely decreasing
bundled customer rates (and therefore increasing unbundled customer rates).” The ED Staff
Report states that “the lower RA adder prices reflect lower RA price and higher total transaction
volumes, and therefore may be a more accurate proxy for the portfolio cost for deliverability in a
given year.”’® However, the RA MPB methodology is not based on the cost of long-term
transactions — rather, the methodology gathers current transactions that reflect the cost to sell RA
in the current market. As noted above in Figure 8, the RA market price was high in 2024, which
is and should be reflected in the MPB. While a short-term “credit” to unbundled customers may
be unsettling for Energy Division and the IOUs, the RA MPB methodology was designed to
swing according to the market, which it has. Therefore, “correcting” this swing through an
artificial outcome-based proposal to include long-term transactions which will lower the MPB is
not in line with the RA MPB framework.

The market can move in either direction. CalCCA is deeply concerned that if outcomes
are the driving principle behind determining the benchmarking period then there could be a drive
to revert to the current methodology when prices change. The way to avoid this is by maintaining
consistency over time and not changing the current benchmarking period. As a result, Proposal
One should be rejected as not consistent with the valuation of Retained RA in the RA MPB

methodology.

3 See ED Staff Report, at 24, Figure 7 (stating that the proposed 2025 Forecast MPB would be
reduced from $40.31 to $15.51 under Proposal 1).
7 Id. at 14.
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3. Incorporating Long-Term Values in the RA MPB Produces an
Internally Inconsistent Methodology

In D.18-10-019, the Commission adopted a PCIA methodology that values all products in
the PCIA portfolio using short-term market values. The Commission found that a short-term
methodology was “consistent with California energy policy goals and mandates.””” In addition,
adopting short-term benchmarks for RA and RPS products retains consistency with the most
straightforward and accurate benchmark: Brown Power. Shifting from a short-term valuation to a
long-term valuation for purposes of the interim RA MPB would be a significant change in
methodology and would result an overall benchmark that is internally inconsistent. The
Commission should thus reject Proposal One and defer any significant changes in methodology
to Track Two.

C. Proposal Two Utilizing a Single RA MPB Incorporating System, Local, and
Flex Values Should be Adopted to Maximize Representative Transactions

The Commission should use a single RA MPB category that combines System, Flex, and
Local RA to maximize representative transactions and increase accuracy in setting the RA MPB.
This change will provide two primary benefits to the MPB as it will: (1) reduce sample size
issues if one or more RA categories have low transaction volumes for a given year; and (2)
prevent unrealistic depictions of the RA market in the RA MPB. The ED Staff Report presents
the volume of transactions across the three RA categories in Figure 3, which shows that Flex and
System RA transactions were significantly lower than Local RA transactions when calculating
the 2024 Final and 2025 Forecast RA MPBs.”® Low volumes for the 2024 Final and 2025

Forecast RA MPBs led ED Staff to weigh options to keep transaction volumes in the calculation

7 D.18-10-019, at 128.
8 Id. at 6.
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higher when the MPBs were published in October of 2024.7 Combining all three RA categories
eliminates potential issues arising from low transaction volumes for one or more RA categories
and maximizes the overall transaction sample size, which can create a more robust RA MPB.

The second benefit provided by combining System, Flex, and Local RA in the MPB
calculation is the prevention of unrealistic depictions of the RA market in the RA MPB. In the
2024 Final and 2025 Forecast RA MPBs, the System RA MPB is higher than Local and Flex RA
MPBs. This is not the first time this has occurred and suggests that System RA required a
premium over Local and Flex RA, an unrealistic result that suggests this is a statistical artefact,
rather than a true market value dynamic. For example, if Party A wanted to exchange a strip of
Flex RA for System RA with Party B, then Party A would pay a premium to Party B. This is not
the case in reality. Regardless of the numerical cause of this backwards result, combining the RA
MPBs into one MPB would avoid this issue altogether, contributing to the robustness of the RA
MPB. As a result, Proposal Two combining the System, Flex, and Local RA in one MPB
calculation will increase the accuracy of the RA MPB and should be adopted.

D. Proposal Three Excluding Affiliate Transactions from the MPB Calculation
Should be Adopted to Mitigate the Risk of RA MPB Manipulation

The Commission should exclude affiliate transactions as defined by the OIR when
calculating the RA MPB to mitigate the risk of RA MPB manipulation and distorting the
accuracy of the RA MPB. Excluding affiliate transactions simply increases accuracy of the
market price by excluding transactions that may not be at arm’s length and therefore do not
represent a true market value. Non-arm’s length affiliate transactions could artificially increase

or decrease the MPB.

” Addendum to October 2, 2024, Market Price Benchmark Calculations 2024, A.24-05-007, A.24-
05-009, A.24-05-010 (Oct. 9, 2024) (discussing low transaction volumes and why Energy Division Staff
did not remove affiliate and swap transactions from the RA MPB calculation).
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Further, the Commission should adopt objective criteria to identify and exclude affiliate
transactions from the MPB.* Criteria should be objective to ensure ED Staff do not need to
make subjective decisions as to include or exclude transactions. Given the need to apply PCIA
rules consistently to provide ratepayers with stability, allowing broad staff discretion could
detract from that consistency and credibility over time. In addition, to the extent manipulation in
affiliate transactions is suspected under objective criteria, the Commission should investigate and
take any necessary enforcement actions to address that manipulation.

E. Proposal Four Excluding Swap and Sleeve Transactions Should be Adopted

to the Extent the Commission Can Objectively and Transparently Identify
Such Transactions

The Commission should exclude swap and duplicative sleeve transactions to the extent
the Commission can identify such transactions in an objective and transparent manner. The ED
Staff Report identified swaps with unusually high prices. As identified by the ED Staff Report,
swap transactions involve the exchange of two RA products which may involve a premium for
the product and an unusually high price.’! This contrasts with duplicative sleeve transactions,
which may over-count the number of transactions because one party transacted RA on behalf of
another party and passed on the RA at the same price or with a premium. The original RA
transaction with another market participant is a genuine market transaction, whereas the second

transaction is not, and therefore should be excluded in the RA MPB calculation.

80 Although ED Staff indicated they identified affiliate transactions, they also stated in the ED Staff
Report that they do not currently have the data to exclude affiliate transactions. See ED Staff Report, at 12
(stating that ED does not have the necessary data to exclude swap, sleeve, or affiliate transactions, and
therefore the impacts of Proposals 3 and 4 were not modeled in the report).

81 See ED Staff Report, at 12 (“In these swap transactions, the overall price is less important than
the price spread; for example, an LSE swapping 20 MW of system RA for local RA could report the
system price at $25/kW-month and the local price at $30/kW-month, resulting in an additional cost of
$5/kW-month for the local capacity. Likewise, this same transaction could be priced at $125/kW-month
for the system and $130/kW-month for the local RA, with the same effect, a $5/kW-month premium for
the local product.”).
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The criteria for excluding swap and duplicative sleeve transactions should be transparent,
objective, and serve the purpose of excluding all transactions which are not genuine market
transactions. Transparency is important so that stakeholders understand what is or is not included
in the RA MPB calculation. Criteria should be objective to ensure ED Staff do not need to make
subjective decisions as to include or exclude transactions. Given the need to apply PCIA rules
consistently to provide ratepayers with stability, allowing broad staff discretion could detract from
that consistency and credibility over time. Lastly, exclusion criteria should serve the purpose of
ensuring that RA transactions included in the MPB calculation are reflective of the RA market.
With such criteria, Proposal Four should be adopted to increase the accuracy of the RA MPB.

F. Proposal Five Utilizing Monthly Values for the Overall RA MPB Should be
Adopted to Best Reflect Seasonality of RA Prices

The Commission should utilize monthly values for the RA MPB rather than a single
weighted average to reflect seasonality of RA prices. The current calculation creates a weighted
average RA price and applies that to all RA, regardless of the delivery month. As prices between
summer and winter months diverge, however, seasonality is more important to capture.
Currently, RA in January would be overpriced in the MPB and RA in September would be
underpriced. Using monthly values ensures transactions in one month do not push or pull
average prices in another month, creating an MPB more robust to market trends driven by
seasonality. Monthly RA MPB values will also reduce issues of RA transaction imbalances
across months. If a delivery month has more or fewer transactions than typical, this difference is
more visible to stakeholders and will not skew an overall weighted average. Transparency can
also be improved as stakeholders can view monthly values. Seeing a single, weighted RA value
can seem like a black box to those without access to the confidential data ED Staff reviews to

generate MPBs. Simple changes to the PCIA template and Portfolio Allocation Balancing
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Account workpapers can accomplish shifting to a monthly RA benchmark. As a result, Proposal
Five should be adopted as it will increase the accuracy of the RA MPB.

G. The Commission Should Require Briefing on Whether Any Track One
Revisions to the RA MPB Can be Applied Retroactively

The Commission should order legal briefing on the complex issue of whether any Track
One modifications to the RA MPB methodology can be applied retroactively to true-up the 2025
Forecast RA MPB. The Commission states that “[o]ur goal in expediting [Track One] of the OIR
is to allow Energy Division to issue MPBs in October 2025 utilizing the new methodology
approved.”®? While applying any new methodology prospectively to the 2026 Forecast would be
proper, retroactively trueing up 2025 rates with an entirely new methodology raises significant
legal issues which should be examined through legal briefing. As a result, CalCCA requests that
the Commission order the parties to submit legal arguments on this issue.

IV.  COMMENTS ON TRACK TWO SCOPING ITEMS

While Track Two scope should only be finalized after the completion of Track One,
CalCCA preliminary proposes the following scoping items for Track Two:

. Consideration of structural changes to the PCIA including:

o  Sunsetting the PCIA to allow IOUs unencumbered access to the PCIA
portfolios in an environment of growing load;

o  Allocating PCIA resources as a mechanism for more accurate
accounting for full value and reducing customer rate volatility; and

o  Revisiting the PCIA GHG-free methodology to ensure it is valued in the
PCIA portfolio;

o Adopting scoping issues proposed in the OIR, including:

o  Consideration of ERRA-specific implementation guidance for the RA
Slice of Day Framework;

82 OIR at 18.
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o  Consideration of a framework for re-vintaging utility-owned PCIA-
eligible resources and contract vintaging; and

o  Consideration of Bundled Procurement Plan processes to increase
liquidity of assets with PCIA portfolios;

o Consideration of other issues raised but not resolved in past ERRA cases,
including:

o  The treatment of pre-2019 banked RECs;3 and
o The IOUs’ Common Cost Allocation methodologies.®*
V. CATEGORIZATION
CalCCA agrees with the Commission categorization of the proceeding as ratesetting.
VI. NEED FOR HEARINGS
CalCCA agrees that hearings are likely unnecessary for Track One. CalCCA reserves the
right to request hearings for Track Two.
VII. COMMUNICATIONS

CalCCA consents to “email only” service and requests that the following individuals be

added to the service list for R.25-02-005, on behalf of CalCCA:

8 See, e.g., D.23-11-094. Southern California Edison Company’s 2024 Energy Resource Recovery

Account Forecast, A.23-06-001 (Dec. 1, 2023), at 60 (“Should SCE determine that the use of RECs banked
in or before 2018 is necessary for its bundled service RPS compliance, it should value those RECs at zero,
as it proposed. We further agree with Cal Advocates that the issue of the valuation of RECs banked in or
before 2018 would not be appropriately addressed in a single IOU’s annual ERRA forecast application
proceeding. This Decision adopts an interim solution and authorizes SCE to make modifications necessary
to implement the interim solution in 2024.”).

8 See, e.g., D.24-12-040, Decision Approving San Diego Gas and Electric Company’s 2025
Electric Procurement Revenue Requirement Forecasts, 2025 Electric Sales Forecast, and Greenhouse
Gas Related Forecasts, A.24-05-010 (Dec. 23, 2024), at 33-34 (“The record is insufficient to show the
extent of this issue and whether there would be a material cost shift because there is insufficient
information concerning the major tasks performed by the Procurement Group and the amount of labor and
non-labor resources devoted to such tasks. Thus, we find that there is sufficient risk and uncertainty to not
authorize SDG&E’s proposed new method at this time... And as stated above, the new methods proposed
by SDG&E and the Joint CCAs will benefit from a more thorough examination.”).
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Evelyn Kahl
General Counsel and Chief Policy Officer

CALIFORNIA COMMUNITY CHOICE ASSOCIATION

1121 L Street, Suite 400
Sacramento, CA 95814
Telephone: (415) 254-5454
Email: regulatory(@cal-cca.org

Requested Information-Only Service List Additions for CalCCA:

Tim Lindl

KEYES & FOX LLP

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

Willie Calvin

Regulatory Case Manager
CALIFORNIA COMMUNITY CHOICE
ASSOCIATION

1121 L Street, Suite 400

Sacramento, CA 95814

Telephone: (510) 980-9504

Email: willie@cal-cca.org

Brian Dickman

NEWGEN STRATEGIES & SOLUTIONS LLC
225 Union Boulevard, Suite 305

Lakewood, CO 80228

Telephone: (303) 828-4035

E-mail: bdickman@newgenstrategies.net

Carlo Bencomo-Jasso

NEWGEN STRATEGIES & SOLUTIONS LLC
225 Union Boulevard, Suite 305

Lakewood, CO 80228

Telephone: (909) 908-2970

E-mail: cbencomojasso@newgenstrategies.net

37

Leanne Bober

Director of Regulatory Affairs and
Deputy General Counsel

CALIFORNIA COMMUNITY CHOICE
ASSOCIATION

1121 L Street, Suite 400

Sacramento, CA 95814

Telephone: (415) 302-2376

E-mail: leanne@cal-cca.org

Eric Little

Director of Market Design
CALIFORNIA COMMUNITY CHOICE
ASSOCIATION

1121 L Street, Suite 400

Sacramento, CA 95814

Telephone: (510) 982-5620

Email: eric@cal-cca.org

Alissa Greenwald

KEYES & FOX LLP

580 California St., 12" Floor

San Francisco, CA 94104
Telephone: (913) 302-5567

E-mail: agreenwald@keyesfox.com

Nikhil Vijaykar

KEYES & FOX LLP

580 California St., 12" Floor

San Francisco, CA 94104
Telephone: (408) 621-3256
E-mail: nvijaykar@keyesfox.com
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VIII. SCHEDULE

CalCCA agrees with the preliminary schedule provided that, within the timeframe the
Commission has laid out, the ED Staff Report can be updated with: (1) clearer explanations
surrounding what criteria will be used to exclude affiliate transactions and duplicative sleeve
transactions; (2) more complete modeling of ED Staff’s Proposals, including the impact of the
combination of Proposals Two and Five on the System RA MPB; and (3) the system average
PCIA rate impacts of different changes to the RA MPB in each service territory. Parties should
also be afforded the ability to submit opening and reply comments on the updated ED Staff
Report prior to a Proposed Decision being issued. In addition, CalCCA requests that the
Commission order legal briefing on the issue of retroactively applying any modifications to the
RA MPB as a result of the Track One Staff Proposals to the 2025 ERRA Forecast true-up.

IX. CONCLUSION

CalCCA appreciates the opportunity to submit these opening comments and requests

adoption of the recommendations proposed herein.

Respectfully submitted, Respectfully submitted,
/&%‘W
/s/ Tim Lindl
Evelyn Kahl Tim Lindl

General Counsel and Chief Policy Officer KEYES & FOX LLP
CALIFORNIA COMMUNITY CHOICE 580 California Street, 12" Floor

ASSOCIATION San Francisco, CA 94104
1121 L Street, Suite 400 Telephone: (510) 314-8385
Sacramento, CA 95814 E-mail: tlindl@keyesfox.com
Telephone: (510) 980-9459

E-mail: regulatory(@cal-cca.org On behalf of

California Community Choice Association

March 18, 2025
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VERIFICATION OF ANDREW D. MILLS

Rule 6.2 of the California Public Utilities Commission’s Rules of Practice and Procedure,
state that “[a]ll comments which contain factual assertions shall be verified. Unverified
assertions will be given only the weight of argument.” Therefore, pursuant to Rules 1.11 and 6.2,
I, Andrew D. Mills, declare as follows:

I am the Director of Data Analytics at the California Community Choice Association
(CalCCA), and an expert witness supporting CalCCA in the Order Instituting Rulemaking to
Update and Reform Energy Resource Recovery Account and Power Charge Indifference
Adjustment Policies and Processes, Rulemaking 25-02-005, and am authorized to make this
verification on CalCCA’s behalf.

The following statements or figures in the foregoing document are true of my own
knowledge except as to matters that are stated on information and belief, and as to those matters,
I believe them to be true:

e Figure 1, page 9

e Figure 4, page 18 (created charts from data provided by Brian Dickman, which on
information and belief I believe to be true)

e Figure 7, page 21 (created charts from data provided by Brian Dickman, which on
information and belief I believe to be true)

e The following paragraph on Page 28-29:

Capacity transactions from the Federal Energy Regulatory Commission’s (FERC) data
Electronic Quarterly Reports, which can act as a public proxy for the confidential transactions
reported to Energy Division to calculate the RA MPB, also clearly bear out these high market
prices. The weighted-average price of capacity purchased by California LSEs shows that, in
recent years, the IOUs sold capacity at prices that exceeded even the current actual RA MPBs.
On average, across the Summer of 2024, PG&E sold 425 MW of capacity each month at an
average price of $55.5/ kilowatt (kW) -month. Across all sales to California LSEs with delivery
in 2024 and transaction dates between December 2022 and August 2024, the timeframe used by
the Energy Division to calculate the System RA MPB, IOUs sold capacity at a capacity-weighted
average price of $28.87/kW-month, which was higher than the 2024 final System RA MPB of
826.26/kW-month. Across this period, IOU sales of capacity to California LSEs were among the
highest priced transactions, as shown in Figure 8, below.

e Figure 8, page 30



I declare under penalty of perjury in the State of California that the foregoing is true and
correct.

Executed on March 17, 2025, at Oakland, California.

s D Athe

Andrew D. Mills

Director of Data Analytics
CALIFORNIA COMMUNITY CHOICE
ASSOCIATION

1121 L Street, Suite 400

Sacramento, CA 95814

Telephone: (510) 980-9476

Email: andrew(@cal-cca.org
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VERIFICATION OF BRIAN DICKMAN

Rule 6.2 of the California Public Utilities Commission’s Rules of Practice and Procedure,
state that “[a]ll comments which contain factual assertions shall be verified. Unverified
assertions will be given only the weight of argument.” Therefore, pursuant to Rules 1.11 and 6.2,
I, Brian Dickman, declare as follows:

I am Partner at NewGen Strategies & Solutions, LLC, and the expert witness supporting
the California Community Choice Association (CalCCA) in the Order Instituting Rulemaking to
Update and Reform Energy Resource Recovery Account and Power Charge Indifference
Adjustment Policies and Processes, Rulemaking 25-02-005, and am authorized to make this
verification on CalCCA’s behalf.

The following statements and figures in the foregoing document are true of my own
knowledge except as to matters that are stated on information and belief, and as to those matters,
I believe them to be true:

e Figure 4, page 18 (provided data for charts created by Andrew Mills, which on
information and belief I believe to be true)

e Figure 5, page 19

e Figure 6, page 20

e Figure 7, page 21 (provided data for charts created by Andrew Mills, which on
information and belief I believe to be true)

e The following paragraph on page 21:

1t is clear from this figure that departed load (dark blue) still paid above-market costs and
positive PCIA rates in 2023 and 2024 even though the overall Indifference Amount was negative.
This is because older vintages still contained above-market costs, while newer vintages, including
those for bundled customers, enjoyed the net benefits of resources with lower costs. A specific
example of this type of procurement is PG&E’s mid-term reliability procurement, which are assigned
to vintage 2021, enjoy a high valuation, and were procured at lower costs compared to other
capacity.



I declare under penalty of perjury in the State of California that the foregoing is true and
correct.

Executed on March 17, 2025, at Vancouver, Washington.

P S

Brian Dickman

Partner

NewGen Strategies & Solutions, LLC
225 Union Boulevard, Suite 305
Lakewood, CO 80228

Telephone: (303) 576-0527

Email: bdickman@newgenstrategies.net
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