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SUMMARY OF RECOMMENDATIONS
CalCCA recommends that the Commission:!

° Reject PG&E’s, SDG&E’s, and MRP’s unfounded recommendations to defer or
reject hourly load obligation trading;

. Continue to develop and vet the LOLE modeling and use this updated modeling
to confirm or update the 2027 PRM given party comments significantly diverge
on the exact level at which to set the PRM;

o Adopt a system RA waiver because it is clear that RA price mitigation is
necessary and a system RA waiver best meets affordability and reliability
objectives;

J Commit to collaborating with the CAISO to address open issues associated with

allowing EO co-located resources to provide RA value;

o Adopt PG&E’s recommendation to publish test UCAP values in 2027 to allow
LSEs to assess their existing portfolios;

J Reject SCE’s proposal to reverse the local RA CPE timeline change because, as
explained by Shell and Microsoft, it is premature and unsupported by new facts or
evidence;

o If the Commission adopts SCE’s proposal to clarify the local RA CPE
procurement obligations resulting from the data request, as supported by Calpine,
retain the ability for LSEs to sell to the CPE;

J Consider how best to account for LDES and PSH charging sufficiency needs in a
future RA proceeding; and

o Adopt Leap’s proposed change to the hours DR resources can obtain QC values
and consider broader reforms to enable greater DR participation in a future
proceeding.

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

California Community Choice Association’s Reply Comments on Assigned Commissioner’s Amended
Scoping Memo and Ruling, dated March 17, 2025.



BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF CALIFORNIA

Order Instituting Rulemaking to Oversee the
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Program Reforms and Refinements, and R.23-10-011
Establish Forward Resource Adequacy
Procurement Obligations.

CALIFORNIA COMMUNITY CHOICE ASSOCIATION’S REPLY COMMENTS ON
THE ASSIGNED COMMISSIONER’S AMENDED SCOPING MEMO AND RULING
California Community Choice Association (CalCCA) submits these reply comments

pursuant to the Assigned Commissioner’s Amended Scoping Memo and Ruling’ (Ruling), dated
November 1, 2024. The Ruling amends the previous Scoping Memo? issued in this proceeding on
December 18, 2023, to designate issues as Track 3 and to set a schedule for Track 3. Except as
expressly set forth in the Ruling, the terms of the previously issued Scoping Memo remain
unchanged. CalCCA also responds to the Administrative Law Judge’s Ruling on Energy Division’s
Hour Offset Workshop Slides and Load Migration Update? (February 25 Ruling), dated February 25,
2025, which provides updated Energy Division Track 3 proposal analyses and allows parties to

incorporate comments on the analyses in reply comments.

2 Assigned Commissioner’s Amended Scoping Memo and Ruling, Rulemaking (R.) 23-10-011 (Nov. 1,

2024) https://docs.cpuc.ca.gov/PublishedDocs/Efile/G000/M544/K652/544652400.PDF.

Assigned Commissioner’s Scoping Memo and Ruling, R.23-10-011 (Dec. 18, 2023) (Scoping Memo):
https://docs.cpuc.ca.gov/PublishedDocs/Efile/GO00/M521/K589/521589385.PDF.
4 Administrative Law Judge’s Ruling on Energy Division’s Hour Offset Workshop Slides and Load
Migration Update, R.23-10-011 (Feb. 25, 2025):
https://docs.cpuc.ca.gov/SearchRes.aspx?DocFormat=ALL&DocID=557607541.
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I INTRODUCTION

In these reply comments, CalCCA addresses seven themes within parties” Opening
Comments.® First, many parties’ Opening Comments support CalCCA’s hourly load obligation
trading proposal.® The few parties who do not support hourly load obligation trading either: (1)
express concerns that CalCCA has already addressed in its Proposal’ or Opening Comments; or
(2) present red herrings that distract from the demonstrated benefits of hourly load obligation
trading.® The California Public Utilities Commission (Commission) should adopt hourly load
obligation trading to promote Resource Adequacy (RA) affordability and enhance transactability
of the slice-of-day (SOD) program.

Second, parties’ Opening Comments diverge on the right level of planning reserve
margin (PRM) needed to meet reliability targets and which price mitigation proposal to adopt, if
any. The divergence in recommendations on the appropriate level of the PRM and the RA price
data provided in Energy Division’s Proposal: (1) necessitates continued development and vetting
of Energy Division’s loss of load expectation (LOLE) modeling; and (2) demonstrates the
importance of price mitigation measures. The Commission should commit to further developing

and vetting LOLE modeling and revising, if necessary, the PRM for 2027. The Commission

> References to parties’ Opening Comments herein refer to Opening Comments filed in this

proceedlng (R.23-10-011), on or about March 3, 2025.

See American Clean Power — California (ACP-CA) Opening Comments, at 15; Alliance for
Retail Energy Markets (AReM) Opening Comments, at 3; the Public Advocates Office at the California
Public Utilities Commission (Cal Advocates) Opening Comments, at 10-11; the Clean Energy Buyers
Association (CEBA) Opening Comments, at 7; the Center for Energy Efficiency and Renewable
Technologies (CEERT) Opening Comments, at 3; the California Environmental Justice Alliance (CEJA)
Opening Comments, at 11-12; Hydrostor, Inc. (Hydrostor) Opening Comments, at 9; Microsoft
Corporation (Microsoft) Opening Comments, at 12-13; and Shell Energy North America (US), L.P.
(Shell) Opening Comments, at 4-5.

References to parties’ Proposals herein refer to Proposals filed in this proceeding (R.23-10-011),
on or about January 17, 2025.
8 See Middle River Power LLC (MRP) Opening Comments, at 21-22; Pacific Gas and Electric
Company (PG&E) Opening Comments, at 10-11; and San Diego Gas and Electric Company (SDG&E)
Opening Comments, at 16-17.



should also adopt a system RA waiver process because tight supply margins are expected to
persist into 2026, the effective PRM has not worked well thus far, and the system RA waiver
process will provide better price protection to all load-serving entities (LSE) while maintaining
LSE incentives to continue commercially reasonable efforts to procure.

Third, parties generally support providing additional opportunities for co-located
resources to provide reliability value,’ and raise open issues that the Commission and the
California Independent System Operator (CAISO) should resolve to enable energy-only (EO)
resources to provide RA.!® The Commission should commit to coordinating with the CAISO to
resolve these open issues to unlock additional RA capacity as soon as possible.

Fourth, parties directionally support the Commission’s further development of an
unforced capacity (UCAP) counting methodology for resources that do not already receive a
qualifying capacity (QC) value based on historical performance or probabilistic modeling.!!
PG&E recommends providing test UCAP values in 2027 to prepare for 2028 implementation. '
The Commission should adopt PG&E’s recommendation as a way for LSEs to assess how UCAP
will impact their existing portfolios and future procurement needs.

Fifth, Microsoft and Shell correctly detail how SCE’s proposal to reverse the local RA
central procurement entity (CPE) timeline change is premature and provides no new facts to

1.13

justify the reversal.'” The Commission should, therefore, reject SCE’s proposal. In addition, if

? See ACP-CA Opening Comments, at 11-12; CEJA Opening Comments, at 9; and Southern
California Edison Company (SCE) Opening Comments, at 14.

10 See CAISO Opening Comments, at 11; PG&E Opening Comments, at 10; and Terra-Gen, LLC
(Terra-Gen) Opening Comments, at 14-15.

1 See AReM Opening Comments, at 5; CAISO Opening Comments, at 8-10; Calpine Opening
Comments, at 2-3; CEERT Opening Comments, at 2-3; PG&E Opening Comments, at 13-14; and SCE
Opening Comments, at 14-15.

12 See PG&E Opening Comments, at 13-14.

13 See Microsoft Opening Comments, at 13-14; and Shell Opening Comments, at 5-6.



the Commission adopts Calpine’s recommendation to adopt SCE’s proposed clarification of the
purpose of the local RA CPE data request by netting LSE-contracted local capacity from the
CPE requirement, then the Commission must adopt a process that retains LSEs’ ability to sell to
the CPE.

Sixth, parties make a variety of recommendations on how to account for charging
sufficiency needs of long-duration energy storage (LDES), including pumped storage hydro
(PSH) and other LDES resources.'* The Commission should consider how best to account for
LDES and PSH charging sufficiency needs in a future RA proceeding.

Seventh, Leap provides additional context, including a broader set of reforms, to enable
greater demand response (DR) participation in RA.' This context intends to support its proposal
to allow DR resources to receive QC values outside the availability assessment hours (AAH).
The Commission should adopt Leap’s proposal to provide DR QC values outside the AAH and
consider broader reforms in a future RA proceeding.

In response to party Opening Comments, CalCCA therefore recommends that the
Commission:

° Reject PG&E, SDG&E’s, and MRP’s unfounded recommendations to defer or
reject hourly load obligation trading;

. Continue to develop and vet the LOLE modeling and use this updated modeling
to confirm or update the 2027 PRM given party comments significantly diverge
on the exact level at which to set the PRM;

o Adopt a system RA waiver because it is clear that RA price mitigation is
necessary and a system RA waiver best meets affordability and reliability
objectives;

14 ACP-CA Opening Comments, at 12-15; Cal Advocates Opening Comments, at 15-17; Calpine

Corporation (Calpine) Opening Comments, at 6-7; CEERT Opening Comments, at 3; CEJA Opening
Comments, at 9-10; Hydrostor Opening Comments, at 4-8; PG&E Opening Comments, at 5-8; SCE
Opening Comments, at 11-13; SDG&E Opening Comments at 12-14; and Terra-Gen Opening Comments
at 7-8.

15 See Leapfrog Power, Inc. (Leap) Opening Comments.



o Commit to collaborating with the CAISO to address open issues associated with
allowing EO co-located resources to provide RA value;

. Adopt PG&E’s recommendation to publish test UCAP values in 2027 to allow
LSEs to assess their existing portfolios;

o Reject SCE’s proposal to reverse the local RA CPE timeline change because, as
explained by Shell and Microsoft, it is premature and unsupported by new facts or
evidence;

o If the Commission adopts SCE’s proposal to clarify the local RA CPE
procurement obligations resulting from the data request, as supported by Calpine,
retain the ability for LSEs to sell to the CPE;

o Consider how best to account for LDES and PSH charging sufficiency needs in a
future RA proceeding; and

J Adopt Leap’s proposed change to the hours DR resources can obtain QC values
and consider broader reforms to enable greater DR participation in a future
proceeding.

II. PG&E’S, SDG&E’S, AND MRP’S UNFOUNDED RECOMMENDATIONS TO
DEFER OR REJECT THE ADOPTION OF HOURLY LOAD OBLIGATION
TRADING MUST BE REJECTED

The Commission should dismiss recommendations by PG&E, SDG&E, and MRP to reject
or defer the adoption of CalCCA’s proposal to allow LSEs to transact load obligations hourly,
which was supported by multiple parties for its ability to increase the affordability and
transactability of the SOD RA program.'® As discussed below, both PG&E and SDG&E raise
issues in which the answers are largely self-evident. MRP proposes an overly restrictive limit
aimed at ensuring LSEs procure more 24 by seven resources even if the grid as a whole is already
reliable. For the following reasons, the Commission should reject PG&E’s, SDG&E’s, and MRP’s

unfounded recommendations to defer or reject CalCCA’s load obligation trading proposal.'’

16 See ACP-CA Opening Comments, at 15; AReM Opening Comments, at 3; Cal Advocates
Opening Comments, at 10-11; CEBA Opening Comments, at 7; CEERT Opening Comments, at 3; CEJA
Opening Comments, at 11-12; Hydrostor Opening Comments, at 9; Microsoft Opening Comments, at 12-
13; and Shell Opening Comments, at 4-5.

17 See CalCCA Proposal, at 3-18; see also Workshop on Track 3 Proposals in R.23-10-011 (Feb. 12,
2025) (February 12 Workshop Presentation), at 92-102: https://www.cpuc.ca.gov/-/media/cpuc-
website/divisions/energy-division/documents/resource-adequacy-homepage/resource-adequacy-
compliance-materials/resource-adequacy-history/r23-10-011/ra-track-3-workshop-feb-12.pdf.
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A. The Commission Should Reject PG&E’s Assertions that CalCCA’s Hourly
Load Obligation Trading Proposal Has “Shortcomings” and Has an
Unidentified Need

PG&E states, “[f]irst, it’s unclear to PG&E how penalties work in CalCCA’s proposal.”!®
PG&E later states, “[t]hird, CalCCA hasn’t effectively addressed how expansion restrictions
would or would not apply in the case of a compliance failure.”!” Load obligation trading is
simply another product that can be used to meet compliance obligations. It has no impact on the
current penalty mechanism. If an entity uses a load obligation trade and is compliant, the entity
will not receive a penalty, will not accumulate any points, and will not be prohibited from
expansion. If the entity participated in load obligation trades and the combination of those trades
and resource procurement did not meet their obligation, then they would be penalized as they are
today (including financial penalties, points accumulation, and expansion prohibitions) based
upon the hour with the largest deficiency.?’ It is not clear why PG&E believes that the proposal
is incomplete without this description since CalCCA’s proposal never intended to change the
penalty framework.

Next, PG&E states, “[s]econd, PG&E is concerned with how penalties would interact
with tiers. For example, an LSE in a higher penalty tier could theoretically trade its obligation to
an LSE in a lower penalty tier so that each LSE is better off but undermines the penalty
system.”?! If PG&E has a concern that an entity will participate in a load obligation trade that
makes itself short to spare the compliance of a different entity, then PG&E should explain why it

does not have the same concern with resource trading. After all, an entity could sell a resource,

18 PG&E Opening Comments, at 10.

19 Id, at11.

20 D.23-04-010, Decision on Phase 2 of the Resource Adequacy Reform Track, R.21-10-002 (Apr.
7,2023), at A-8: https://docs.cpuc.ca.gov/PublishedDocs/Published/G000/M505/K753/505753716.PDF.
2 PG&E Opening Comments, at 11.
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making itself short to help another LSE meet its compliance obligation. There have not been any
accusations of this behavior occurring today, and there should be no anticipation that just
because load obligation trading is implemented, it will become a problem. Since the very
outcome that PG&E is theorizing can already be accomplished, its argument is baseless.
PG&E concludes:

Finally, while CalCCA performed analysis demonstrating that

efficiencies could be gained from adopting load trading, the analysis

was performed on confidential data that isn’t available to parties to

review. Therefore, it’s unclear if the efficiencies couldn’t be gained

through standard supply-side trades or through other changes such
as a facilitation of combined compliance showings.??

As CalCCA stated during the February 12, 2025, workshop, the analysis of the ability for long
positions held by CCAs to completely address the short positions held by CCAs was performed
with confidential data because the Commission had yet to release its own data on this topic. At
the same workshop, Energy Division presented similar data that demonstrates the same effect for
all Commission-jurisdictional LSEs.?

CalCCA and the Commission’s analyses demonstrate the efficiencies of load obligation
trading. The data demonstrates that supply-side transactions were insufficient to address the
shortfall, even when the obligation was binding in the 2025 year-ahead RA (YARA) showing.
Additional tools to increase transactability are needed to meet individual LSE obligations since
the aggregation of showings meets overall system reliability even though some LSEs had hours
of deficiencies.

In addition, PG&E’s remark that “it’s unclear if the efficiencies couldn’t be gained

through . . . other changes such as a facilitation of combined compliance showings”** is also

2 Ibid.
2 See February 12 Workshop Presentation, at 71-75.
2 PG&E Opening Comments, at 11.



perplexing as it fails to provide any detail or proposal on the functioning of “a facilitation of
combined compliance showings” for the Commission and parties to consider such a
recommendation. Currently, no processes exist to allow multiple LSEs to submit a single
showing. If there were, and LSEs combined short and long positions across hours to produce a
compliant outcome, this would appear to act very much like a load obligation trade. Therefore, it
may be that PG&E’s encouragement to examine a combined compliance showing supports the
CalCCA load obligation trading proposal.

B. The Commission Must Dismiss SDG&E’s Unsupported Claims Regarding
Hourly Load Obligation Trading

SDG&E opens their comments with a general statement that load obligation trading
should not be allowed as it would “encourage leaning and inequitable outcomes” that would
further challenge affordability.? To the contrary, CalCCA proposed load obligation trading as a

method for LSEs to procure their obligations through one additional mechanism to avoid leaning

and inequitable outcomes. Creating more mechanisms for compliance will actually promote
affordability.

Leaning would occur if the Commission evaluated system RA showings in aggregate,
and if the aggregated showings met the needs, did not evaluate any individual showings to see if
individual LSEs were deficient. Load obligation trading enables an entity that is long on RA in a
given hour to buy (at a negative price) a load obligation from another LSE. In doing so, the buyer
can monetize their RA portfolio and reduce its customer cost. The load obligation selling entity
will pay their share of the RA for the hour(s) that it sold. There simply is no leaning in this case.
Presumably, if entities engage in load obligation trading, that is because it is a better option than

procuring a full resource where that full resource is not necessary to meet reliability needs. This

2 SDG&E Opening Comments, at 3.



means that in that case paying another LSE is more affordable for the load-selling entity and
more desirable than selling an entire resource for the load-purchasing entity.
SDG&E further opposes load obligation trading without providing enough detail to

completely understand, much less rebut, their assertions. SDG&E states:

CalCCA’s hourly load obligation trading proposal lacks critical

detail. But what is clear is that the proposal involves an unduly

complex, derivative-based mechanism that would result in further

divergence from the CAISO RA program, decrease overall

reliability, and potentially create detrimental perverse incentives for

market participants. CalCCA’s assertion that hourly load obligation

trading will enable LSEs to “fully optimize RA resources and reduce

costs for all LSEs” is offered with no evidentiary support. Similarly,

the claim by CalCCA that its proposal would “promote affordability

without compromising reliability” is unsubstantiated. Indeed,

significant concerns exist regarding the feasibility of

implementation and the potentially negative impact of the proposal

on grid stability.?
SDG&E’s claims are baseless, as CalCCA spent a great deal of time during the workshop and in
writing explaining how load obligation trading can work. This includes an example of how the
Commission could easily check compliance. Yet SDG&E offers nothing more in comments than
that it is “unduly complex.”

It is further unclear why SDG&E refers to load obligation trading as a derivative-based
mechanism. A derivative is a financial contract based on the underlying value of the asset. Load
obligation trading is a physical contract for one party to assume an RA obligation from another.
While the price of that contract could formulate around the cost of an RA resource to meet an

obligation, this does not make the transaction derivative-based. The cost of many transactions in

the market are based upon the price of an alternative (e.g., hydro generation use at a given point

26 1d., at 16.



is typically priced at the cost of the anticipated most expensive hours of the year (referred to as
“opportunity cost”) and yet the energy price from hydro is not referred to as a derivative).

SDG&E’s claims that this mechanism would further diverge from the CAISO RA
program, reduce reliability, and result in perverse outcomes are also unsubstantiated. The CAISO
process would remain unchanged as a result of load obligation trading, as CalCCA has already
discussed.?” The CAISO would not need to know about the trade. This could result in backstop
costs being allocated to an entity that sold its load obligation because the CAISO did not
recognize that transaction. In addition, the parties to a load obligation trade could address this
potential cost within their contract or simply assume the risk to address Commission compliance.
CalCCA has demonstrated, and the Commission has produced evidence, that the 2025 YARA
showings, in aggregate, produce a reliable outcome. Commission-provided evidence also
suggests that despite a reliable outcome, some LSEs can expect to receive a penalty. CalCCA’s
presentation at the February 12, 2025, workshop also demonstrates the potential for significant
cost savings resulting from hourly load obligation trading.?® Contrary to SDG&E’s claim, load
obligation trading allows for more effective transactions that are expected to be less expensive
while providing the incentives for reliability.

SDG&E falsely asserts that CalCCA’s proposal does not provide evidence that it can
“fully optimize RA resources and reduce costs for all LSEs.”?’ In its proposal and workshop
presentation, CalCCA provided an analysis of the improved ability of parties to meet obligations

strictly from the resources that were already shown in the 2025 YARA,*® which was further

27 CalCCA Proposal, at 5.

28 See February 12 Workshop Presentation, at 96.

29 See SDG&E Opening Comments, at 16.

30 See CalCCA Proposal, at 8-11, and February 12 Workshop Presentation, at 95-96.
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substantiated by a similar presentation from Energy Division.?! SDG&E’s ignoring the
information already provided does not make CalCCA’s claims unsubstantiated. As discussed in
response to PG&E, CalCCA has demonstrated that load obligation trading is not detrimental to
reliability. CalCCA has also demonstrated that load obligation trading presents no perverse
incentives, since those that have been raised can already be executed with currently available
mechanisms, and no accusations of pursuing those incentives have been raised.
SDG&E also requests workshops on load obligation trading despite the multiple

workshops already conducted:

CalCCA’s hourly load obligation trading proposal, as presently

formulated, is deficient in several critical respects. Its lack of

specificity, and failure to adequately address key concerns related to

market power, liquidity, pricing safeguards, penalty structures, and

interagency coordination make it infeasible to implement.

Accordingly, the Commission should reject CalCCA’s proposal. If

the Commission is inclined to consider proposals for hourly-

transactable RA products, it should direct that all such proposals be

comprehensively vetted through a workshop process and/or a

dedicated track of this proceeding that enables stakeholders to

collaboratively develop a more robust framework that prioritizes
grid reliability and equitable outcomes for all market participants.>?

The Commission has conducted multiple workshops on hourly load obligation trading, and a
considerable amount of time was dedicated to the topic in each workshop. CalCCA first
presented its hourly load obligation trading proposal in 2024, and again in 2025.3* In
CalCCA’s proposal and its presentation at the February 12, 2025, workshop, CalCCA built upon

the information gathered in the 2024 workshop to provide other details where parties expressed

3 See February 12 Workshop Presentation, at 71-75.
32 SDG&E Opening Comments, at 17.
33 Workshop on Track I Proposals in R.23-10-011 (Feb. 14, 2024), at 135-142:

https://www.cpuc.ca.gov/-/media/cpuc-website/divisions/energy-division/documents/resource-adequacy-
homepage/resource-adequacy-compliance-materials/resource-adequacy-history/ra-oir-track-1-workshop--

--all-slides.pdf.
34 See February 12 Workshop Presentation, at 92-102.
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specific concerns (e.g., demonstrating specifically how a showing would occur and how the
Commission could evaluate compliance). CalCCA’s opening comments have also provided a
maximum limit to load transactions in response to party concerns.® It is disingenuous for
SDG&E to now ask to extend this discussion further due to unspecified concerns of market
power, liquidity, pricing safeguards, penalty structure, and interagency coordination for
implementation. Many of these issues CalCCA has addressed and SDG&E does not describe
how the responses are insufficient. Other items are so undefined that it is unclear what the
concern is and what, if anything, would need to be done to address it.

SDG&E also cautions that load obligation trading could create an imbalance in the
geographic dispersion of RA resources stating, “[pJermitting LSEs to contract for load
obligations outside their designated service areas could exacerbate existing transmission
bottlenecks or create new ones, potentially leading to adverse grid operational
consequences.”*® While again, SDG&E’s comment is not entirely clear, this issue appears to be a
reference to a prior discussion regarding Path 26. In 2019, Energy Division staff proposed
removing the Path 26 constraint from the RA program as it was unlikely that the Path 26
constraint would be violated.*” It is worth noting that the analysis performed by Energy Division
staff in 2019 focused on the location of resources. It is the location of the resources, and the
proportion of which are procured, that could, under extreme circumstances, cause a violation of
Path 26. It is hard to understand how load obligation trading, which would still require that

procurement of a sufficient amount of resources for system needs, would exacerbate this

33 See CalCCA Opening Comments, at 10-11.

36 SDG&E Opening Comments, at 17.

37 See Energy Division, Path 26 Constraint Presentation: https://www.cpuc.ca.gov/-/media/cpuc-
website/files/uploadedfiles/cpuc_public_website/content/utilities_and _industries/energy/energy_programs
[electric_power_procurement_and_generation/procurement_and_ra/ra/cpuc-path-26.pdf.
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constraint. Based on the Energy Division proposal, the Commission in D.19-06-026 removed the
Path 26 constraint from the RA program stating:

In consideration of the support for SCE and Energy Division’s

proposal, the Commission adopts the proposal to eliminate the Path

26 constraint effective upon the date of this decision. The

Commission directs Energy Division to continue reviewing the

potential for procurement activity that may violate Path 26
constraints.*

Since D.19-06-026, CalCCA is not aware of any issuance by the Energy Division
demonstrating that procurement activity has violated Path 26 constraints. In addition, the CAISO
has not performed any backstop procurement to address RA procurement that violated the
Path 26 constraint. SDG&E has therefore provided no reason to believe that a different set of
system RA resources will be procured if load obligation trading is allowed, let alone if that
change in procurement would violate the Path 26 constraint.

SDG&E also believes that it is premature to introduce a mechanism to comply with an
RA program that has already been dramatically altered, stating that:

[i]ntroducing a new market for an untested product now, while the
Commission is still in the process of implementing a fundamentally
revised RA compliance framework, would be imprudent. Adding
new products to the Commission’s RA program at this time risks

systemic disruption and unintended negative consequences for all
market participants.”>’

Contrary to SDG&E’s contention, the issue is not the introduction of new mechanisms to comply.
Rather the problem is the lack of existing mechanisms enabling compliance. That is, prior to SOD,
RA was a monthly requirement with a monthly product to meet compliance needs. SOD moved the

requirements to hourly but continued with a monthly product. This disconnect has resulted in the

38 D.19-06-026, Decision Adopting Local Capacity Obligations for 2020-2022, Adopting Flexible
Capacity Obligations for 2020, and Refining the Resource Adequacy Program, R.17-09-020 (July 5,
2019) at 52: https://docs.cpuc.ca.gov/PublishedDocs/Published/G000/M309/K463/309463502.PDF.

39 SDG&E Opening Comments, at 17.
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system as a whole being compliant while individual LSEs suffer some hours of non-compliance, as
matching the product to the need is exceedingly difficult. Finally, SDG&E is not clear on what
“systematic disruption and unintended negative consequences’ need to be addressed before
adopting the proposal. CalCCA provided ample information, including a proposal, the structure,
the evaluation of compliance, and data on the need for load obligation transactions.

The burden to refute CalCCA’s well-formulated and supported proposal must be more
than the blanket statements by PG&E and SDG&E. For these reasons, the Commission should
reject PG&E and SDG&E’s recommendations for the Commission to not adopt hourly load
obligation trading.

C. The Commission Should Reject MRP’s Proposed Limitation on Hourly Load
Obligation Trading, in Favor of CalCCA’s Proposed Limit

MRP contends that the Commission should place severe restrictions on the ability to
participate in load obligation trades, stating:

If the Commission elects to adopt hourly load obligation trading,
MRP recommends the Commission adopt also [sic] appropriate
guardrails. Specifically, the Commission should allow LSEs to trade
only three individual hours of their RA obligations for each
compliance month. Because RA resources must be available for a
minimum of four-hour duration, if an LSE is deficient in four or
more hours, then the LSE should be procuring additional physical
RA resources to cover that short position rather than selling the load
that it’s unable to serve to another LSE.*

MRP’s association to the minimum duration of a resource to qualify for RA is misguided. First,
under SOD, it is questionable whether such a mechanism should still exist. If a one-hour battery
can address a deficiency in RA need and the resource has a must-offer obligation (MOO) from
the CAISO for the entire day, it could indeed meet the reliability need. Second, most resources

(storage being the exception) have a contiguous output. That is, solar will generate in

40 MRP Opening Comments, at 22.
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consecutive hours when the sun is shining, wind will generate in consecutive hours while the
wind is blowing, and any 24 by seven resource is capable of generating in all hours
consecutively. Load obligations, due to the nature of the resources procured and the shape of
load, may not have a contiguous need or may have a need that exceeds four hours. These needs
may also come during hours in which procuring a duration-limited resource will not provide the
necessary capacity because the resource is not capable of generating during the hours in which
the LSE is short. In short, MRP’s recommendation is to ensure that LSEs procure more 24 by
seven resources even if the grid as a whole is already reliable. In its opening comments, CalCCA
provided a better alternative to limiting hourly load obligation trades that is not tied to the
minimum duration of resources.*! The Commission should therefore reject this modification to
CalCCA’s proposal as being a costly change that does not improve reliability. For all of these
reasons, the Commission should adopt CalCCA’s hourly load obligation trading proposal.
III. PARTIES DISAGREE ON THE LEVEL OF PRM NEEDED TO ACHIEVE 0.1
LOLE, INDICATING THE COMMISSION MUST CONTINUE TO DEVELOP

AND VET THE LOLE MODELING AND USE THIS UPDATED MODELING TO
CONFIRM OR UPDATE THE 2027 PRM

The Commission should commit to continuing to develop and vet Energy Division’s
LOLE modeling and to using this updated modeling to either confirm or update the PRM for
2027. Throughout this proceeding, the level at which to set the PRM to meet a 0.1 LOLE
standard has been extremely uncertain and controversial among parties. Energy Division has put
forth multiple iterations of LOLE analysis and recommended 2026 PRMs. In Track 2 of this
proceeding, the Commission ultimately decided that further revision of the 2026 PRM analysis

was necessary to correct errors and address issues raised by parties.*? Uncertainty has continued

4 See CalCCA Opening Comments, at 10-11.
“ D.24-12-003.
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in Track 3, as demonstrated by the broad range of recommended PRMs in parties’ Opening
Comments. For example, SCE includes modeling that indicates a PRM of 15.5 percent would
meet a 0.1 LOLE target, due to modified import and load forecast error assumptions,* while the
Western Power Trading Forum (WPTF) recommends a PRM of 22.5 percent for May through
October and 21 percent for all other months.**

There has been insufficient time to fully discuss and vet the PRM given the broad range
of analyses and recommendations from parties. Given this, although Energy Division’s proposal
states Energy Division staff will conduct another LOLE study for RA compliance year 2028,%
the Commission should commit to immediately continuing to develop and vet LOLE analysis
and use this updated model to either: (1) confirm the PRM adopted in the Commission’s
forthcoming Track 3 decision; or (2) update the PRM for 2027 if Energy Division and parties
conclude an update would increase the accuracy of the PRM.

IV.  THE COMMISSION SHOULD ADOPT A SYSTEM RA WAIVER, AS PARTY

OPENING COMMENTS REFLECT CONTINUED UNCERTAINTY AROUND

THE PRM, ENERGY DIVISION AND CAL ADVOCATES’ STACK ANALYSES

DEMONSTRATE CONTINUED MARKET TIGHTNESS, AND A WAIVER BEST
MEETS AFFORDABILITY AND RELIABILITY OBJECTIVES

The Commission should adopt a system RA waiver process given: (1) parties’ opening
comments demonstrate significant uncertainty remains around the PRM necessary to meet a 0.1
LOLE target; (2) Energy Division*® and Cal Advocates*’ have demonstrated the tight supply

margin expected to persist into 2026, potentially resulting in continued high RA prices; and (3)

2 See SCE Opening Comments, at 2.

44 See WPTF Opening Comments, at 4.

45 See Energy Division Staff Proposal, at 16.

46 See February 12 Workshop Presentation, at 56: https://www.cpuc.ca.gov/-/media/cpuc-
website/divisions/energy-division/documents/resource-adequacy-homepage/resource-adequacy-
compliance-materials/resource-adequacy-history/r23-10-011/ra-track-3-workshop-feb-12.pdf.

4 See Cal Advocates Opening Comments, at 4.
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the ability for a system RA waiver to provide better price protection to all LSEs while
maintaining LSEs’ incentives to continue commercially reasonable efforts to procure.
Specifically, the Commission should: (1) adopt a PRM no higher than Energy Division’s revised
PRM proposal of 21 percent in summer months and 20 percent in non-summer months;* and (2)
allow LSEs to request a waiver for RA obligations above 15.5 percent, the level SCE found
supports a 0.1 LOLE.* The Commission should consider this alternative as it would provide
reliability and address market power concerns while recognizing the uncertainty around the level
of PRM needed to meet a 0.1 LOLE target.

A. The Commission Should Set the PRM No Higher than 21 Percent in Summer

Months and 20 Percent in Non-Summer Months and Consider a
Combination of SCE’s PRM Proposal Along with a Waiver Process

The Commission should adopt a system RA waiver, especially given the significant
uncertainty that remains regarding the PRM necessary to meet a 0.1 LOLE target, as described in
Section III. CalCCA agrees with PG&E that given Energy Division’s revised recommendation

following the identification of the electrical demand hour offset error,*® «

[i]t would be potentially
imprudent to set the PRM in the summer months at 22.5 [percent], even considering adoption of
one of the mitigating proposals offered by Energy Division, and would likely increase costs
without meaningfully enhancing reliability.”>! Therefore, the Commission should adopt a PRM
no higher than Energy Division’s revised PRM proposal of 21 percent in summer months and 20
percent in non-summer months. While this change is clearly prudent to resolve the electrical

demand hour offset error, significant uncertainty remains about the level of PRM necessary to

meet a 0.1 LOLE target.

48
49
50

February 25 Ruling, Attachment 2.
SCE Opening Comments, at 2.
February 25 Ruling, Attachment 2.
! PG&E Opening Comments, at 4.
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In addition, Cal Advocates created its own 2026 stack analysis with more conservative
assumptions and found the supply stack insufficient to meet a 21 percent PRM.>* Cal Advocates
also states that suppliers may be able to exert market power even below the 17 percent PRM.>?
This, and the continued uncertainty around the correct PRM, makes it even more critical for the
Commission to ensure the RA program includes a price mitigation mechanism to ensure LSEs
are not subjected to excessively high RA costs to meet a PRM that potentially exceeds the 0.1
LOLE target.

For these reasons, the Commission should adopt a system RA waiver process combined
with SCE’s proposal on the PRM advanced in its opening comments. SCE performed its own
LOLE study and concluded that a PRM of 15.5 percent met the 1-in-10 reliability need.>*
Despite this lower need for RA, SCE supports a PRM of 17 percent for all LSEs with no
opportunity for waiver and no effective PRM. Considering that SCE found a reliable grid at 15.5
percent and Cal Advocates found the potential for market power below 17 percent, a reasonable
compromise would be to adopt the Energy Division staff proposal for a waiver with a
modification to offer a waiver for any quantity above 15.5 percent. Doing so would mitigate the
potential for market power, as noted by Cal Advocates, but also set a minimum quantity without
waiver sufficient to meet the LOLE study performed by SCE.

In summary, the Commission should: (1) adopt a PRM no higher than Energy Division’s
revised PRM proposal of 21 percent in summer months and 20 percent in non-summer months;

and (2) allow LSEs to request a waiver for RA obligations above 15.5 percent. The Commission

See Cal Advocates Opening Comments, at 4.
> 1., at7.
> SCE Opening Comments, at 6-7.
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should consider this alternative as it would provide reliability and address market power concerns
while recognizing the uncertainty around the level of PRM needed to meet a 0.1 LOLE target.
B. The Commission Should Reject ACP-CA’s, the CAISO’s, and Calpine’s

Assertions that RA Price Mitigation Mechanisms are Unnecessary, Given
Tight Supply Margins and Historically High RA Prices

The Commission should adopt RA price mitigation mechanisms given continued tight
supply margins expected for 2026 and historically high RA prices impacting RA affordability in
recent years. ACP-CA, the CAISO, and Calpine suggest that Energy Division’s price mitigation
proposals are unnecessary because of new additions to the supply stack.’> However, the
Commission’s stack analysis does not clearly demonstrate resolution to recent capacity tightness.
Energy Division’s stack analysis demonstrates a very small supply margin in September 2026
that is likely insufficient on its own to promote RA affordability. In addition, the amount of
surplus is uncertain. Cal Advocates created its own 2026 stack analysis with more conservative
assumptions and found the supply stack insufficient to meet a 22.5 percent PRM, as well as a 21
percent PRM. 37 In addition, Cal Advocates states that suppliers may be able to exert market
power even below the 17 percent PRM.>® The RA program, therefore, continues to be ripe for
the potential exertion of market power.

The CAISO also erroneously views a waiver as contrary to California Public Utilities

Code section 380.%° Section 380 states that the Commission “shall determine and authorize the

5 See ACP-CA Opening Comments, at 10; CAISO Opening Comments, at 4; and Calpine Opening

Comments, at 4-6.

36 See February 12 Workshop Presentation, at 56: https://www.cpuc.ca.gov/-/media/cpuc-
website/divisions/energy-division/documents/resource-adequacy-homepage/resource-adequacy-
compliance-materials/resource-adequacy-history/r23-10-011/ra-track-3-workshop-feb-12.pdf.

> See Cal Advocates Opening Comments, at 4.

38 Cal Advocates Opening Comments, at 7.

> All subsequent code sections cited herein are references to the California Public Utilities Code
unless otherwise specified.
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most efficient and equitable means for achieving”® seven different objectives, including
“minimizing the need for backstop procurement by the Independent System Operator.”®! This
does not imply the Commission should minimize the need for backstop procurement at any cost.
In fact, at the inception of the local RA program, the Commission found a local RA waiver “is

necessary as a market power mitigation measure” %

and adopted it because of concerns over the
ability of suppliers to exercise market power at the expense of ratepayers. The Commission
states with respect to the local RA waiver’s interaction with the CAISO backstop:

... we are not proposing to eliminate reliance upon CAISO backstop

procurement altogether. We are instead attempting to foster LSE

procurement in a way that reduces procurement by the CAISO as

much as possible. As the Staff Report observes, our continued,

though presumably minimal, reliance on backstop procurement will

have the effect of capping how much income generators may expect

to receive if they do not execute [RA requirements] contracts. The

waiver trigger that we adopt in the following section is the means by
which this market power mitigation is accomplished.®®

The local RA process has effectively incorporated a waiver process to mitigate potential market
power in local areas while minimizing reliance on the CAISO backstop by establishing criteria
for demonstrating commercially reasonable efforts LSEs must meet before being granted a
waiver. Energy Division’s proposed system RA waiver includes similar criteria that would
minimize the need for CAISO backstop to only instances where LSEs could not procure RA
despite commercially reasonable efforts. Energy Division has provided data showing RA prices
are unprecedently high, and party recommendations to forego solutions that could mitigate

against these high prices would exacerbate the State’s energy affordability challenges.®*

60 Cal. Pub. Util. Code § 380(h) (emphasis added).

ol Ibid.

62 D.06-06-046, Opinion on Local Resource Adequacy Requirements, R-05-12-013 (June 30, 20006),
at 71: https://docs.cpuc.ca.gov/PublishedDocs/WORD PDF/FINAL _DECISION/57644.PDF.

03 Id., at 70.

64 Ruling, Attachment A, at 11-12.
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For these reasons, the Commissions should reject party recommendations to forego price
mitigation proposals. As described below, a system waiver process would best mitigate against
market power in the RA program and should be adopted.

C. A System RA Waiver is the Superior RA Price Mitigation Proposal, and the

Commission Should Reject Party Recommendations for an Effective PRM
Over a Waiver

The Commission should adopt a system RA waiver process rather than an effective PRM.
CalCCA disagrees with AReM that the effective PRM has “worked sufficiently” thus far.®> The

effective PRM is not binding, meaning it essentially provides only the investor-owned utilities

(I0Us) with a waiver for procurement above 17 percent. While the IOUs would effectively have a
waiver, other LSEs would not, even though the IOUs and other LSEs would be competing for the
same RA capacity at the same time. The IOUs’ effective PRM procurement practices are not
transparent. Therefore, although the effective PRM comes with a requirement for the IOUs to first
attempt to sell excess from their own portfolio to LSEs before using it for the effective PRM, it is
not clear how the IOUs attempt to sell excess. It is also not clear when the IOUs enter into
contracts for effective PRM resources relative to when other LSEs are negotiating for their own
PRM requirements. If the IOUs procure above 17 percent and LSEs are deficient in meeting their
own PRM, costs are incurred for the effective PRM procurement and the penalties associated with
LSE deficiencies while overall not having procured RA above the minimum threshold.
Additionally, as noted by the CAISO, the CAISO cannot use its Capacity Procurement
¢ 66

Mechanism (CPM) mechanism to backstop for shortfalls in IOU effective PRM procuremen

Alternatively, setting the PRM with a waiver in place allows for CAISO backstop when

63 AReM Opening Comments, at 3.

66 CAISO Opening Comments, at 6.
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necessary if LSE procurement does not meet the PRM. This process has been effectively used in
the context of local RA, in which waivers exist as a price mitigation tool.

ACP-CA, CAISO, and Calpine express concerns about Energy Division’s proposed price
threshold for a waiver relative to the cost of new resources or recently observed RA prices.®’
These parties ignore that the current RA program has no price protection for RA products and
significant financial and non-financial penalties for non-compliance. This means that without
price protection, LSEs can be forced to pay any price to comply with their RA obligations.
CAISOQO’s backstop, on the other hand, does have price protection for capacity products via its
CPM soft offer cap. The soft offer cap is rightly based on the going forward fixed costs of the
assumed marginal resource for the purpose of mitigating against market power. While suppliers
can request to exceed the soft-offer cap, which is currently $7.34 per kilowatt (kW) -month, by
justifying its costs at the Federal Energy Regulatory Commission, CalCCA is not aware of any
resource attempting to justify higher costs. This suggests the CAISO’s soft offer cap would
properly cover the going forward fixed costs of RA resources. Energy Division’s proposed price
thresholds for a waiver exceed the CPM soft offer cap in every month a waiver would be
eligible. Once the RA market returns to competitive levels, it would be expected that RA prices
fall below these thresholds, and LSEs would be able to procure sufficient RA capacity such that
they would not need to apply for a waiver. This outcome occurs regularly in local RA

procurement where resources offer at prices below the threshold established by the Commission

when under competition.

67 ACP-CA Opening Comments, at 9-10; CAISO Opening Comments, at 4; and Calpine Opening

Comments, at 5.
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The Commission should also reject claims by the CAISO and Terra-Gen that a waiver
process can diminish incentives to bring new resources online,*® weaken signals for capacity RA
contracting,® and result in LSEs relying on the waiver instead of obtaining needed capacity.”’
Incentives to bring new resources online are already provided by the Integrated Resource
Planning (IRP) proceeding (R.20-05-003). The IRP proceeding focuses on ensuring sufficient
new capacity is developed to support reliability requirements, and the RA program focuses on
ensuring those resources are available to serve CAISO load, which the CAISO appears to
recognize in its comments, stating:

[t]he Commission should ensure that IRP planning and procurement
work hand in hand with the RA program such that the resource fleet
available in the RA timeframe can effectively meet the 0.1 LOLE
reliability target. The Commission should also consider whether IRP

will ensure sufficient supply margins to support competition in the
RA timeframe.”!

LSEs and developers have been working diligently to bring new resources online to support the
IRP mid-term reliability procurement orders, but circumstances outside their control, such as
supply chain challenges and interconnection delays, can result in project delays that can
negatively impact the RA supply stack.

In addition, Energy Division’s proposal does not weaken incentives for RA contracting or
allow LSEs to rely on a waiver rather than on procurement of RA capacity. An LSE's ability to
obtain a waiver is dependent on it making commercially reasonable efforts to procure sufficient

RA capacity to meet its obligations. If an LSE chooses to forego these reasonable efforts, the

68 CAISO Opening Comments, at §.

o Ibid.

70 Terra-Gen Opening Comments, at 2.
n CAISO Opening Comments, at 5.
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Commission will not grant a waiver and the LSE will continue to be subject to significant
penalties for non-compliance.

Finally, a waiver allows the Commission to adopt a PRM for all LSEs that best supports a
0.1 LOLE. The Commission should reject PG&E’s proposal for a “gradual increase” in the PRM
“with a 17 [percent] requirement for the 2026 compliance year and an 18 [percent] PRM
requirement once market price benchmark [MPB] issues have been resolved in the Power Charge
Indifference Adjustment (PCIA) proceeding.””? The Commission should base the PRM upon the
LOLE study results and provide equal opportunities for waivers to IOU and non-IOU LSEs to
equitably ensure customers are not harmed by high costs. The PCIA MPB has no relevance to
the amount of RA LSEs must procure to meet reliability targets. Instead, it is a benchmark to
reflect the estimated value of RA capacity for ratemaking purposes. Further, the methodology for
calculating the PCIA MPB methodology is being considered in R.25-02-005,” and is not an
issue for the present proceeding.

D. Cal Advocates’ Cost Analysis of Energy Division’s Proposals is Unclear and
Does Not Support Adoption of an Effective PRM Over a Waiver

Cal Advocates presents Table 1 to support its contention that an effective PRM would be

1.7* Table 1 presents two columns with estimated

the most cost-effective price mitigation proposa
cost data. The first column shows the difference in cost compared to the costs of historical
procurement by the IOUs to meet an effective PRM and each LSE meeting their minimum 17

percent PRM using the 2022 RA Report to calculate RA pricing. The second column shows the

same analysis using the 2024 MPB rather than the 2022 RA Report. However, in the first row, the

2 PG&E Opening Comments, at 5.

& Order Instituting Rulemaking to Update and Reform Energy Resource Recovery Account and
Power Charge Indifference Adjustment Policies and Processes, R.25-02-005 (Feb. 26, 2025):
https://apps.cpuc.ca.gov/apex/f?p=401:56::::RP,57.RIR:P5_PROCEEDING_SELECT:R2502005.

f Cal Advocates Opening Comments, at 8.
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cost of the effective PRM under the 2024 MPB is lower than the cost of the effective PRM under
the 2022 RA Report price. It is difficult to understand and interpret this result given that the 2024
RA MPB was $26.26/kW-month while the 2022 RA report gives monthly RA values, with the
highest month at $13.48/kW-month, nearly half the price of the MPB. It is unclear how the
incremental cost of the effective PRM could be less expensive under significantly higher prices.

The next two rows of Table 1 are equally puzzling. These two rows, which attempt to
estimate the costs of Energy Division’s waiver proposal assuming LSEs either comply or use
waivers, report that it is less expensive for LSEs to fully comply with their RA requirements
rather than obtain a waiver for 3,500 megawatts (MW). It is difficult to understand how taking a
waiver for a total of 3,500 MW will result in a cost higher than not taking a waiver. This is
further confounding considering the CAISO backstop cost at $7.34/kW-month, which is far less
than the proposed waiver threshold from Energy Division’s proposal.

Cal Advocates’ statement that “the market power issue could be serious enough that the
resources LSEs need for compliance with a 17 [percent] PRM could also exert market power””
does not support the effective PRM in lieu of a waiver. Instead, it questions whether Energy
Division’s proposed minimum quantity of 17 percent to obtain a waiver is low enough. Cal
Advocates follows this statement with a footnote stating, “Proposal B comes with no opportunity
for LSEs to escape high prices needed to achieve their 17 [percent] PRM obligations, even if
LSEs can waive additional capacity needed for the 22.5 [percent] PRM under Proposal B.”7® The
effective PRM, Cal Advocates’ preferred proposal, would also not afford any escape from high
prices for procurement up to 17 percent because the effective PRM only waives IOU obligations

for procurement above 17 percent. Under the effective PRM, the potential for the exertion of

7 Cal Advocates Opening Comments, at 7.

76 Ibid.
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market power raised by Cal Advocates would be exacerbated since the IOUs will attempt to
procure not only a 17 percent PRM but a higher effective PRM at the same time that non-IOUs
are attempting to procure a 17 percent PRM. It is, therefore, perplexing how the effective PRM
will be significantly less expensive than affording all LSEs at least some opportunity to avoid the
exercise of market power.

Finally, Cal Advocates appears to ignore the cost of RA penalties themselves. While a
penalty for an IOU may result in a disallowance funded by shareholders, CCAs do not have
shareholders. Indeed, no profit exists from which a penalty could be taken, as CCAs are not-for-
profit organizations. This means that any penalty assessed will be a cost to the CCA customer.
This is ignored in Cal Advocates’ analysis used to support their preferred option of no waivers
for LSEs with an effective PRM for the IOUs. For these reasons, the Commission should reject
this analysis and adopt a waiver process to avoid the exercise of market power and to temper
overinflated capacity market prices.

V. THE COMMISSION SHOULD COMMIT TO COLLABORATING WITH THE

CAISO TO ADDRESS OPEN ISSUES ASSOCIATED WITH ALLOWING EO
CO-LOCATED RESOURCES TO PROVIDE RA VALUE

The Commission should commit to collaborating with the CAISO to address open issues
to enable the EO components of co-located resources to provide RA value. CalCCA’s proposal
recommends the Commission allow the EO component of a co-located resource to be shown for
RA when the combination of the EO component and the deliverable component does not exceed

the deliverable MW at the point-of-interconnection (POI) in any individual hour. Many
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stakeholders directionally support the proposal.”” Others highlight issues that require resolution
before the Commission and CAISO adopt it.”®

The CAISO states that “all RA resources should be subject to a MOO” and that a CAISO
tariff change would be required to apply a MOO to EO resources.”” CalCCA agrees. The CAISO
also states that CalCCA’s proposal “may require the CAISO to revisit how it studies and
establishes deliverability for RA resources,” because “the CAISO does not study whether [EO]
resources can serve the aggregate of CAISO load” or “award deliverability status to co-located
resources at the POI level.”® While the CAISO currently does not award deliverability status to
co-located resources at the POI-level, it does effectively provide deliverability to hybrid
resources based on deliverable MW at the POI rather than at the individual component level
because hybrid resources also have multiple components but have a single resource ID.

CalCCA’s proposal requires a methodology to ensure deliverability limits are not
exceeded when a co-located resource has multiple off-takers.®! SCE proposes to address this
issue by only allowing EO co-located resources to count as RA if the co-located resource has a
single off-taker.®? SCE’s recommendation should not be the solution to addressing the issue of
multiple off-takers of co-located resources. More investigation is needed into the number of
co-located resources with multiple off-takers to ensure a solution is tailored to meet the needs of

the market. If it is common for co-located resources to have multiple off-takers, then the

7 See ACP-CA Opening Comments, at 11-12; CEJA Opening Comments, at 9; and SCE Opening
Comments, at 14.

78 See CAISO Opening Comments, at 11; PG&E Opening Comments, at 10; and Terra-Gen
Opening Comments, at 14-15.

7 CAISO Opening Comments, at 11.

80 Id., at 11-12.

81 CalCCA Proposal, at 25.

SCE Opening Comments, at 14,
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Commission should develop a solution that meets the needs of the market rather than institute a
blanket restriction on showing EO co-located resources with multiple off-takers.

Because CalCCA'’s proposal has the potential to unlock up to 2,035 MW of RA capacity
from existing resources, the Commission should commit to working with the CAISO in the
CAISO’s ongoing RA Modeling and Program Design initiative to resolve open issues, such as
establishing a MOO and ensuring deliverability limits are not exceeded when a co-located resource
has multiple offtakers. This will enable EO resources to provide RA value in the SOD program.
VI. THE COMMISSION SHOULD ADOPT PG&E’S RECOMMENDATION TO

PUBLISH TEST UCAP VALUES IN 2027 TO ALLOW LSES TO ASSESS THEIR
EXISTING PORTFOLIOS

The Commission should adopt PG&E’s recommendation to develop test UCAP values in
202734 for two reasons. First, the change in UCAP (i.e., the decrease in total system Net
Qualifying Capacity (NQC)) should be completely offset by a reduction in the PRM. A
publication of UCAP values in 2027, along with modeling to calculate the PRM with those
values, will help confirm this. Second, even if the NQC and PRM completely offset each other at
a system-wide level, different LSEs and generators will be impacted by the change differently. It
is, therefore, critical to provide information as far forward as practical to enable those entities to
take the necessary actions to comply in 2028 if UCAP is adopted. The Commission should
examine the results of its test UCAP values and resulting PRM in 2027, and work with
stakeholders to ensure that the results will enable a smooth implementation in 2028 or to develop

an alternative implementation plan.

8 CalCCA Opening Comments, at 13.
8 PG&E Opening Comments, at 17
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VIIL.

timeline change adopted in D.24-12-003% because, as Microsoft and Shell state, SCE’s proposal
is premature and provides no new facts or evidence. The Commission modified the CPE
procurement timeline to lock in CPE allocation earlier because it “will increase certainty for

LSEs to understand how much system and flexible RA they may need to procure.”®® CalCCA

SCE’S PROPOSAL TO REVERSE THE LOCAL RA CPE TIMELINE CHANGE
MUST BE REJECTED BECAUSE, AS SHELL AND MICROSOFT EXPLAIN, IT
IS PREMATURE AND UNSUPPORTED BY NEW FACTS OR EVIDENCE

The Commission should reject SCE’s proposal to reverse the local RA CPE procurement

agrees with Microsoft that:

likelihood that the CPE will either over-procure or under-procure,”® failing to lock in CPE

procurement two years in advance increases over-procurement or under-procurement risks. With

... more time for procurement and contract negotiations [will] enable
purchasers to secure better deals and foster a smoother local
procurement process... SCE’s proposal to reverse course on a very
recently issued Decision is premature as it will be assessed at the
end of the 2027 RA year.%’

Additionally, CalCCA agrees with Shell that:

SCE provides no new facts or analysis to justify its request that the
Commission change course on a proposal that it adopted less than
three months ago, and which the Commission implemented on an
interim basis subject to further review. Instead, SCE simply
incorporates by reference arguments that it raised—and the
Commission rejected—in Track 2 of this proceeding. The
Commission should not entertain SCE’s attempt to re-litigate issues
that the Commission has already resolved only a few months ago.%®

While MRP states that locking in procurement two years in advance “increases the

85

See D.24-12-003, Decision on Track 2 Issues, R.23-10-011 (Dec. 12, 2024), at 40-45:

https://docs.cpuc.ca.gov/PublishedDocs/Published/G000/M549/K295/549295013.PDF.

86
87
88

Id. at 43.

Microsoft Opening Comments, at 14.
Shell Opening Comments, at 5-6.
MRP Opening Comments, at 18.
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CPE allocations locked in well enough in advance, LSEs have time to adjust their procurement
plans to account for these allocations. This could include selling off excess RA if their CPE
allocations make them long or procuring additional RA if they still have open positions. If,
instead, LSEs over- or under-procure because they cannot predict their CPE allocations, they will
not be made aware until it is too late to adjust their procurement.

MREP also states that it is concerned that the timeline modification would result in the
hybrid CPE becoming “even more of a ‘front stop” mechanism”®® in which the CPE “simply
passes the reliability procurement function to the CAISO backstop procurement.””! MRP,
therefore, proposes that LSEs be allocated CPE deficiencies to avoid CAISO backstop

procurement.

The Commission should reject MRP’s recommendation. The CPEs’ requirements
have always been 100 percent in years one and two. If there is a deficiency in CPE procurement
after accounting for what LSEs include in response to the local RA CPE data request process
adopted in D.24-12-003, then it is likely a result of insufficient capacity in the local area and/or
market power. Per D.20-06-002, CPEs are allowed to defer to CAISO backstop in these
instances.”® The ability for CPEs to defer to CAISO backstop must be maintained, as the
CAISO’s CPM process is designed to mitigate against market power and the Commission’s
system RA program currently is not, given the absence of a system RA waiver.

SCE’s proposal is premature and provides no new facts or evidence as to why the

Commission should change course on a decision made only a few months ago. In addition,

reversing the timeline adopted in D.24-12-003 would not exacerbate over- or under-procurement

% Id., at 19.

ol Ibid.

92 See Ibid.

9 D.20-06-002, Decision on Central Procurement of the Resource Adequacy Program, R.17-09-
020 (June 17, 2020) at 67:
https://docs.cpuc.ca.gov/PublishedDocs/Published/G000/M340/K671/340671902.PDEF.
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risk and the Commission must retain the CPEs’ ability to defer to CAISO backstop to protect

against the potential exertion of market power. The Commission should, therefore, reject SCE’s

proposal and MRP’s modified proposal.

VIII. IF THE COMMISSION ADOPTS SCE’S PROPOSAL TO CLARIFY THE
LOCAL RA CPE PROCUREMENT OBLIGATIONS RESULTING FROM THE

DATA REQUEST, AS SUPPORTED BY PARTIES, IT MUST RETAIN THE
ABILITY FOR LSES TO SELL TO THE CPE

The Commission must ensure that LSEs retain the ability to sell to the CPE if the
Commission adopts SCE’s proposal to clarify the local RA CPE procurement obligations
resulting from the local RA CPE data request process. Calpine supports SCE’s proposal to reflect
local requirements net of local capacity LSEs have already contracted.”* CalCCA supports
providing clarity around how the information collected in the data request process should be used
by the CPEs. However, if the Commission adopts a clarification that nets capacity contracted by
LSEs from the CPEs’ requirements, the Commission must do so with a process that continues to
allow LSEs the opportunity to sell to the CPE. There are multiple ways the Commission could
accomplish this need. For example, CalCCA’s Opening Comments suggest the Commission
could ask LSEs in its data request which local RA capacity under contract they plan to offer to
the CPE and only reduce the CPE’s procurement target by the amount of local capacity LSEs do
not plan to offer to the CPE.? If the Commission elects to adopt SCE’s proposal, as
recommended by Calpine, the Commission must modify it to include a process for LSEs to sell

their excess local capacity to the CPE.

94 Calpine’s Opening Comments, at 7-8.

9 CalCCA’s Opening Comments, at 20.
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IX. THE COMMISSION SHOULD CONSIDER HOW BEST TO ACCOUNT FOR
LDES AND PSH CHARGING SUFFICIENCY NEEDS IN A FUTURE RA
PROCEEDING

While parties disagree on a specific methodology for charging sufficiency associated with
LDES and PSH,’® it is clear that ignoring charging needs can degrade reliability. Parties have
introduced a number of potential solutions and highlighted differences in resource types that the
Commission should consider.’” For example, SCE points out that PSH with open loop flows may
need less charging than other storage facilities.”® While this may be true, SCE does not contend that
open loop PSH will not need at least some excess capacity from other RA resources to ensure
charging sufficiency. In developing charging sufficiency requirements and a 24-hour SOD RA
requirement, the Commission has recognized the importance of ensuring the RA program accounts
for energy needs. Placing requirements on some, but not all, storage will create an unlevel playing
field and could result in a grid that is not reliable, even when the RA showings produce compliant
outcomes. If the Commission cannot make a decision based on the information provided thus far, it
should immediately scope this issue into the next RA proceeding to create such rules. This is
increasingly important as the IRP proceeding’s mid-term reliability procurement order contains
LDES requirements for LSEs, and the Commission asked the California Department of Water
Resources (CDWR) to examine the central procurement of LDES. LSEs and CDWR must be able to
assess the value of a resource when conducting procurement and RA is a significant value stream for
all resources. Without clarity on the counting of LDES and PSH resources, LSEs and CDWR will be

unable to determine the RA value of such resources, making procurement difficult.

9 ACP-CA Opening Comments, at 12-15; Cal Advocates Opening Comments, at 15-17; Calpine

Opening Comments, at 6-7; CEERT Opening Comments, at 3; CEJA Opening Comments, at 9-10;
Hydrostor Opening Comments, at 4-8; PG&E Opening Comments, at 5-8; SCE Opening Comments, at
11-13; SDG&E Opening Comments at 12-14; and Terra-Gen Opening Comments at 7-8.

77 Ibid.

% SCE Opening Comments, at 13.
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X. THE COMMISSION SHOULD ADOPT LEAP’S PROPOSED CHANGE TO THE
HOURS DR CAN OBTAIN A QC AND CONSIDER BROADER REFORMS TO
ENABLE GREATER DR PARTICIPATION IN A FUTURE PROCEEDING

The Commission should adopt Leap’s proposal to allow DR to obtain QC values outside
of the AAHs consistent with their demonstrated capability. Leap’s Opening Comments include
an attached whitepaper that “contextualize[s] its 24-hour NQC proposal in a broader set of
reforms that would enable greater DR participation in RA.”*® CalCCA continues to support
Leap’s proposal to allow DR resources to receive QC values outside of the AAHs and
encourages the Commission to consider broader reforms to enable increased DR and distributed
energy resource participation in the RA program. The Commission should consider these
reforms in a future RA proceeding.

XI. CONCLUSION

For all the foregoing reasons, CalCCA respectfully requests consideration of the comments

herein and looks forward to an ongoing dialogue with the Commission and stakeholders.

Respectfully submitted,

JeaundBolic

Leanne Bober,

Director of Regulatory Affairs and Deputy
General Counsel

CALIFORNIA COMMUNITY CHOICE
ASSOCIATION

March 17, 2025

Leap Opening Comments, at 3.
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