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SUMMARY OF RECOMMENDATIONS
Modify the PD! to adopt hourly load obligation trading, a common-sense, cost-saving reform that
has been extensively vetted and clearly identified as a market need;

Modify the PD to adopt a system waiver rather than an effective PRM that unnecessarily exceeds
the amount needed to meet a 1-in-10 LOLE;

Clarify that the intent of the local RA CPE data request is to reduce the CPE requirement based on
the aggregated contract data, while maintaining the ability for LSEs to sell to the CPE; and

Modify the PD to remove the requirement for future RA contracts to specify that IR and RC
revenues shall be allocated to the LSE as it is unnecessary to prevent double payment.

Acronyms used herein are defined in the body of this document.
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BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF CALIFORNIA

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

CALIFORNIA COMMUNITY CHOICE ASSOCIATION’S
OPENING COMMENTS ON THE PROPOSED DECISION
The California Community Choice Association? (CalCCA) submits these Opening Comments
pursuant to Rule 14.3 of the California Public Utilities Commission (Commission) Rules of Practice
and Procedure® on the proposed Decision Adopting Local Capacity Obligations for 2026-2028,
Flexible Capacity Obligations for 2026, and Program Refinements* (PD), dated May 22, 2025.
L. INTRODUCTION
The PD’s rejection of an hourly load obligation trading mechanism is unjustifiable. The PD
advances three reasons for rejecting hourly load obligation trading: (1) it is “premature” to determine
that transactability concerns exist under the slice-of-day (SOD) framework; (2) CalCCA’s load
obligation trading proposal fails to address “critical issues”; and (3) the proposal has “complexity” and
“substantial administrative burden.”> These attempted justifications contradict the substantial evidence
in the record and ignore a common-sense reform that would enhance market efficiency and provide

clear cost-savings for ratepayers without compromising reliability.

2 California Community Choice Association represents the interests of 24 community choice electricity

providers in California: Apple Valley Choice Energy, Ava Community Energy, Central Coast Community
Energy, Clean Energy Alliance, Clean Power Alliance of Southern California, CleanPowerSF, Desert
Community Energy, Energy For Palmdale’s Independent Choice, Lancaster Energy, Marin Clean Energy,
Orange County Power Authority, Peninsula Clean Energy, Pico Rivera Innovative Municipal Energy, Pioneer
Community Energy, Pomona Choice Energy, Rancho Mirage Energy Authority, Redwood Coast Energy
Authority, San Diego Community Power, San Jacinto Power, San José Clean Energy, Santa Barbara Clean
Energy, Silicon Valley Clean Energy, Sonoma Clean Power, and Valley Clean Energy.

3 State of California Public Utilities Commission, Rules of Practice and Procedure, California Code of
Regulations Title 20, Division 1, Chapter 1 (May 2021).
4 Proposed Decision Adopting Local Capacity Obligations for 2026-2028, Flexible Capacity Obligations

for 2026, and Program Refinement, Rulemaking (R.) 23-10-011 (May 22, 2025).
5 PD at 70-71.



To make matters worse, the PD also rejects Energy Division’s proposal for a system RA
waiver in favor of extending the effective planning reserve margin (PRM) beyond the amount needed
to reach a 1-in-10 loss-of-load expectation (LOLE) per Energy Division’s analysis. As a result of these
deficiencies, the PD fails to provide market participants with the products they need to efficiently and
cost-effectively transact under the already-implemented SOD framework and fails to provide LSEs
with any relief for challenges created by the framework’s lack of transactability.

For these reasons, the PD should be modified to adopt hourly load transactability, adopt a
system RA waiver, and reject the effective PRM. The PD should also be modified to clarify the intent
of the local RA central procurement entity (CPE) data request process and refrain from dictating how
RA contracts must specify how the revenues from new California Independent System Operator
(CAISO) capacity products must be allocated.

In summary, the Commission should:

o Modify the PD to adopt hourly load obligation trading, a common-sense, cost-saving
reform that has been extensively vetted and clearly identified as a market need;

o Modify the PD to adopt a system waiver rather than an effective PRM that
unnecessarily exceeds the amount needed to meet a 1-in-10 LOLE;

J Clarify that the intent of the local RA CPE data request is to reduce the CPE
requirement based on the aggregated contract data, while maintaining the ability for
LSEs to sell to the CPE; and

o Modify the PD to remove the requirement for future RA contracts to specify that
imbalance reserve (IR) and reliability capacity (RC) revenues shall be allocated to the
LSE as it is unnecessary to prevent double payment.

II. THE PD SHOULD BE MODIFIED TO ADOPT HOURLY LOAD OBLIGATION
TRADING, A COMMON-SENSE, COST-SAVING REFORM THAT HAS BEEN
EXTENSIVELY VETTED AND CLEARLY IDENTIFIED AS A MARKET NEED

The Commission errs by declining to adopt an hourly load obligation trading mechanism. The
PD justifies its rejection of load obligation trading by stating that: (1) it is “premature” to determine
that transactability concerns exist under the slice-of-day (SOD) framework;® (2) the proposal fails to
address “critical issues”;’ and (3) the proposal has “complexity” and “substantial administrative
burden.”® Instead, the PD directs Energy Division to “conduct an evaluation after a full year of SOD

implementation to assess the need, benefits, and feasibility of an hourly load obligation trading

6 1bid.
7 1bid.
8 Id. at 70.



mechanism,” and produce a report on whether transactability issues exist in the second quarter of
2026.° As described in sections I1.B-II.D below, these claims contradict the substantial evidence in the
record supporting an hourly load obligation trading mechanism. The Commission’s claims also ignore
extensive analysis demonstrating the benefits of hourly load obligation trading, including clear cost-
savings for ratepayers without compromising reliability, as described in section I1.A.

A. The Commission’s Rejection of Hourly Load Obligation Trading Ignore the
Common-Sense, Cost-Saving Mechanism that Would Enhance Market Efficiency
without Negatively Impacting Reliability

The PD fails to recognize that hourly load obligation trading is a mechanism that can offer
significant cost-savings to ratepayers without negatively impacting reliability. CalCCA’s extensive
analysis of its members’ first binding year-ahead showings demonstrates that hourly load trading could
improve RA compliance and reduce RA costs by an estimated $180 million per year.'? Hourly load
trading has the potential to provide these affordability benefits while maintaining LSEs’ RA obligations
and the RA program’s reliability targets. The proposal guarantees that: (1) each LSE’s obligation to
serve its customers, subject to penalties, remains intact; (2) the associated costs of compliance remain
with the original LSE; and (3) the Commission can easily validate that all RA requirements continue to
be met without overcounting shown resources.!! By ensuring system RA requirements continue to be
fully met either through resource procurement or hourly load obligation trading, the proposal can
significantly reduce procurement costs without negative impacts to reliability.'?

By ignoring these affordability benefits, the PD perpetuates a framework that unnecessarily
increases RA costs. The inability to transact at the same granularity as the SOD requirement produces
an artificial RA shortage in the market when RA resources may be sufficient, leaving some LSE
positions much longer than needed and other LSEs short. This increases both procurement costs and
the costs associated with penalties for short LSEs. Given the state’s energy affordability crisis,
declining to adopt hourly load obligation trading is a missed opportunity to deliver substantial cost

savings to ratepayers while achieving reliability.

? Id. at 71.

10 See California Community Choice Association’s Proposals on Track 3, R.23-10-011 (Jan. 17, 2025)
(CalCCA Track 3 Proposals), at 8-11.

i Id. at 7-8 and 11-18.

12 Id. at 6-11.



B. The PD Errs in Stating that It is Premature to Determine Whether Transactability
Concerns Exist Under SOD

It is not premature to conclude that transactability concerns exist under SOD, as noted in the
PD. The Commission, stakeholders, and market participants have been concerned with transactability
since SOD’s inception. D.21-07-014 ordered Energy Division and stakeholders to develop a SOD
framework through a series of workshops.!'* The Commission tasked the workshop participants with
addressing several key principles, one of which was to “balance granularity and precision in meeting
hourly RA needs with a reasonable level of simplicity and transactability.”'* Workshop participants
emphasized that, if the Commission adopted a framework with hourly requirements, hourly products
would also be needed to enable LSEs to transact in a manner that allows them to shape their
procurement to their hourly obligations without over-procurement, minimizing costs and mitigating
market power.!> CalCCA summarized this need in its Opening Comments on the Future of Resource
Adequacy Working Group Report in R.21-10-002, in which CalCCA supported the 24-hour SOD
mechanism if hourly transactability was a feature.'® Despite its direction that transactability should be
incorporated into the SOD framework, the Commission declined to adopt hourly transactability
following the workshop process. In D.22-06-050, the Commission stated that “...if transactability and
inefficiency concerns arise once the new 24-hour framework is implemented, the Commission may

consider proposals to include hourly obligation trading.”!’

After determining through extensive analysis that such transactability and inefficiency
problems indeed do exist, CalCCA therefore proposed hourly load obligation trading again in R.23-10-
011 in 2024. CalCCA provided evidence in an extensive analysis of CCA test year showings
demonstrating that while CCAs in aggregate were long in September 2024, individual CCAs still had

13 See Decision (D.) 21-07-014, Decision on Track 3B.2 Issues: Restructure of the Resource Adequacy

Program, R.19-11-009 (July 15, 2021).

14 D.21-07-014 at 26. (emphasis added)

15 See Future of Resource Adequacy Working Group Report, R.21-10-002 (Mar. 1, 2022) at 196-205.

16 See California Community Choice Association’s Comments on Administrative Law Judge’s Ruling
Seeking Comments on the Future of Resource Adequacy Working Group Report, R.21-10-002 (Mar. 24, 2022)
at 4-11 (“While CalCCA supports adoption of the 24-hour slice proposal, this support is dependent on the
ability of LSEs to trade resources and RA obligations on an hourly basis...without the ability to trade resources
and obligations on an hourly basis, the 24-hour proposal could also result in significant unintended
consequences that make it unworkable. The Commission must adopt the 24-hour slice proposal with the ability
for LSEs to adjust resources and obligations hourly to ensure the new RA framework is transactable, cost-
effective, and aligns with the state’s policy goals.”).

17 D.22-06-050, Decision Adopting Local Capacity Obligations for 2023 - 2025, Flexible Capacity
Obligations for 2023, and Reform Track Framework, R.21-10-002 (June 24, 2022), at 97 (emphasis added).



short positions.'® This indicates that additional opportunities to transact between long and short LSEs
would increase RA compliance and maintain system RA sufficiency without the need to procure
additional resources at high costs. Energy Division’s analysis of all LSEs’ test year filings
demonstrated the same findings when aggregating all LSEs’ showings.!® Despite CalCCA’s and
Energy Division’s evidence demonstrating the need for load obligation trading, however, the
Commission in D.24-06-004 again declined to adopt hourly load obligation trading, stating that
“[o]nce the SOD framework is implemented, and LSEs’ RA showings are binding, the Commission
can evaluate whether transactability concerns exist.”?°

The Commission implemented SOD in 2025, and LSEs filed their binding 2025 year-ahead
showings in October 2024. In Track 3, CalCCA again demonstrated that load obligation trading is
necessary as the binding 2025 year-ahead showings show that individual LSEs faced deficiencies
despite the system being reliable in aggregate.?! Energy Division’s analysis of all LSEs’ binding 2025
year-ahead showings confirmed these findings.?? CalCCA also expanded its analysis to evaluate the
cost-savings that could be realized by adopting hourly load obligation trading. As described in section
II.A., this analysis found that allowing LSEs to transact load obligations hourly can reduce overall RA
costs by an estimated $180 million per year.?

Transactability concerns from SOD have been raised by stakeholders and market participants
since 2021, and substantial evidence demonstrates that load obligation trading will alleviate those
concerns. Extensive analysis from test year and binding showings corroborates the transactability
problems. In both the test year and the first binding year, the analysis from CalCCA and Energy
Division demonstrates that although system reliability needs are fully satisfied in aggregate, the
Commission will still issue penalties to individual LSEs — signaling a transactability problem with the

SOD framework. A broad range of stakeholders support hourly load obligation trading in Track 3,

18 Public Version - California Community Choice Association’s Comments on Assigned Commissioner’s

Scoping Memo and Ruling, R.23-10-011 (Jan. 19, 2024), at 22-27.

19 Report on Resource Adequacy Slice of Day Implementation and Year Ahead Showings, R.23-10-011
(Feb. 5, 2024), at 42.

20 D.24-06-004, Decision Adopting Local Capacity Obligations for 2025-2027, Flexible Capacity
Obligations for 2025, and Program Refinements, R.23-10-011 (June 20, 2024), at 73.

2 CalCCA Track 3 Proposals, at 3-15.

2 Workshop on Track 3 Proposals in R.23-10-011, R.23-10-011 (Feb. 12, 2025) (Track 3 WS), at 71-76.
2 CalCCA Track 3 Proposals, at 8-11.



including LSEs, suppliers, ratepayer advocates, and environmental groups.?* The market has therefore
identified a logical and cost-effective solution to these transactability problems, but the PD is blocking
its implementation.

C. The PD Errs by Finding the Proposal Fails to Fully Address Critical Issues

The PD states, “[t]he Commission also agrees with parties that state that the proposal fails to
fully address critical issues, such as whether CalCCA’s concerns could be addressed through existing
trading mechanisms, what types of guardrails should be added to limit the use of hourly trading, and

how the RA penalty regime will interact with the proposal.”?® This statement is factually incorrect

because:

o First, CalCCA addressed the shortcomings of the existing trading mechanisms in its
January 17, 2025, Track 3 Proposal:

“While it may be technically feasible for all LSEs to meet their SOD
requirements relying only on swaps (i.e., LSEs trading resources at the
monthly level rather than hourly), there is significant difficulty in getting
all the necessary transactions to line up to meet reliability through a
bilateral market design. It is more likely that multiple transactions
between multiple LSEs will be necessary to achieve compliance through
swaps. While swaps and full resources procurement should be an option,
they should not be the only options. A properly constructed load
obligation trade will allow for the grid to be reliably maintained while
buyers and sellers determine among themselves the value of the load
obligation.”

e Second, CalCCA added a guardrail to its proposal by including a 25 percent limit on the
amount of load an LSE can trade in its March 3, 2025, Opening Comments, directly in
response to concerns expressed by Energy Division and PG&E:

“If the Commission has concerns about LSEs trading away their entire
obligation or that the quantity of trades may be administratively
burdensome for Energy Division, the Commission can set an initial
trading limit of no more than 25 percent of an LSE’s compliance
obligation...In the February 12, 2025, workshop, Energy Division and
Pacific Gas and Electric Company (PG&E) expressed concern over the

24 See Opening Comments filed in R.23-10-011 on or about March 3, 2025: American Clean Power —

California Opening Comments, at 15; Alliance for Retail Energy Markets Opening Comments, at 3; The Public
Advocates Olffice at the California Public Utilities Commission (Cal Advocates) Opening Comments, at 10-11;
Clean Energy Buyers Association Opening Comments, at 7, Center for Energy Efficiency and Renewable
Technologies Opening Comments, at 3; California Environmental Justice Alliance Opening Comments, at 11-
12; Hydrostor, Inc. Opening Comments, at 9; Microsoft Corporation Opening Comments, at 12-13; and Shell
Energy North America (US), L.P. Opening Comments, at 4-5.

25 PD at 71 (emphasis added).

26 CalCCA Track 3 Proposals, at 7.



lack of a limit in CalCCA’s proposal. If the Commission allows hourly
load obligation trading, but determines such a limit is necessary, the
Commission should adopt a limit of 25 percent of the LSE’s compliance
obligation. Given this limit may prohibit the use of hourly load obligation
trading by smaller LSEs, however, the Commission should also adopt a
de minimis threshold allowing LSEs with RA requirements less than 200
MW to trade up to 50 MW of their obligation. Furthermore, if the
Commission is concerned with the administrative burden of multiple
layers of load obligation trades, the Commission can require that if an LSE
purchases a load obligation trade and then sells it to another LSE, that sale
will count towards that LSE’s 25 percent limit.”?’

e CalCCA addressed the penalty regime in its March 17, 2025, Reply Comments:

“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.”?

CalCCA has already repeatedly addressed, and even refined its load obligation trading proposal
in response to, the “critical issues” identified in the PD. To state otherwise is in error.

D. The PD Errs in Overstating the Complexity and Administrative Burden of Hourly
Load Obligation Trading

The PD errs in stating hourly load obligation trading would “add both complexity to the new
SOD framework and substantial administrative burden on Energy Division Staff to track transactions
and verify compliance.”?’ CalCCA demonstrated in its Track 3 Proposals,>® at the Track 3
workshop,?! and with Energy Division individually that minor updates to the existing LSE SOD
showing tool, which is used by LSEs to make their year-ahead and month-ahead RA compliance

showings, can accommodate load obligation trading. These minor updates will therefore allow hourly

27 California Community Choice Association’s Opening Comments on the Assigned Commissioner’s

Amended Scoping Memo and Ruling, R.23-10-011 (Mar. 3, 2025) (CalCCA Amended Scoping Memo Opening
Comments), at 10-11.

28 California Community Choice Association’s Reply Comments on the Assigned Commissioner’s
Amended Scoping Memo and Ruling, R.23-10-011 (Mar. 17, 2025), at 6.

2 PD at 70.
30 CalCCA Track 3 Proposals at 11-17.
31 Track 3 WS at 92-102.



load obligation trading to be documented by LSEs and validated by Energy Division using the existing
tools.

The showing and validation process for hourly load obligation trading is very similar to the
existing process the Commission uses to validate RA showings by matching them with generator
supply plans. If Energy Division cannot make minor updates to its showing and validation tools to
support functionality that would provide significant transactability and cost-saving benefits, it calls
into question whether the Commission was ready to implement SOD in the first place. For these
reasons, the Commission should modify the PD to adopt hourly load obligation trading.

E. At Minimum, the Commission Should Commit to Implementing Hourly Load
Obligation Trading for RA-Year 2027

While the PD errs by overstating the administrative burden and complexity of implementing
hourly load obligation trading, if the Commission or Energy Division continue to have serious
concerns about the ability to implement hourly load obligation trading for the 2026 RA year, the
Commission should commit to implementing hourly load obligation trading for the 2027 RA year.
Energy Division and stakeholders could then spend the rest of 2025 and 2026 implementing the tools
and validation processes necessary to have hourly load obligation trading implemented for the 2027
RA year. The Commission should modify the PD to adopt hourly load obligation trading for RA year
2027 at the latest, if there are concerns about the ability to implement it for 2026.

III. THE COMMISSION SHOULD MODIFY THE PD TO ADOPT A SYSTEM WAIVER
RATHER THAN AN EFFECTIVE PRM THAT EXCEEDS THE AMOUNT NEEDED
TO MEET A 1-IN-10 LOLE

The PD should be modified to adopt a system RA waiver rather than an effective PRM.
Although Energy Division acknowledges tight market conditions,** the PD denies any form of waiver
even when the potential for market power exists. Instead, the PD places LSEs trying to comply with
their RA obligations in competition with IOUs procuring to an effective PRM for which the IOUs face
no penalty and can cherry-pick which capacity to allocate to all LSEs versus which capacity they
retain for their own RA needs. By extending the effective PRM, the PD creates a market dynamic that
is unreasonable, costly, and inequitable among LSE buyers. In addition, the PD exposes customers to
significant costs by setting the total level of procurement above the amount Energy Division found to

be necessary to meet a 1-in-10 LOLE in its modeling. At a critical time for both market scarcity and

32 Administrative Law Judge’s Ruling on Energy Division’s Track 3 Proposals and Joint Staff Qualifying

Capacity Proposal Status Update, R.23-10-011 (Jan. 21, 2025) (Jan. 21 Ruling), at Attachment 2, 11.



customer affordability, the Commission should therefore modify the PD to: (1) adopt a PRM aligned
with the modeling in the record; and (2) afford LSEs the opportunity to procure to that PRM
themselves, with the ability to request a waiver if despite reasonable commercial practice, market
conditions prevent them from obtaining sufficient resources.

A. The Commission Should Modify the PD to Ensure the Total PRM Does Not
Exceed the PRM Found in Energy Division’s LOLE Study and Adopt a System
RA Waiver Rather than an Effective PRM

The PD should be modified to set the PRM at a level that is aligned with Energy Division’s
LOLE modeling. The PD adopts a 3-5.5 percent effective PRM combined with an 18 percent PRM.3?
This would raise the amount of RA procurement well above the level needed to achieve a 1-in-10
LOLE based upon Energy Division’s study.** Energy Division’s study states that to achieve a 1-in-10
LOLE, the PRM must be 21 percent for summer months and 20 percent for non-summer months. *>
An 18 percent PRM plus the a 3-5.5 percent effective PRM would result in a total PRM between 21 to
23.5 percent for the summer months. This level of PRM is not necessary to achieve the 1-in-10 LOLE
standard as modeled and will force demand for a scarce product in the summer months, driving prices
higher for Californians.

The PD justifies this by stating:

As we stated in D.23-06-029 when adopting the 17% PRM and
effective PRM:

Extending the effective PRM is beneficial in that it provides non-binding
targets for IOUs to procure contingency resources, including resources
that are not subject to strict RA counting rules and resources that fewer
entities are competing for, such as imports procured after the RA showing
date and firm energy from co-generation facilities. This allows
procurement of resources that provide reliability benefits without
unnecessarily inflating RA prices and costs to ratepayers, and without
reducing the pool of available RA resources.

We affirm our rationale from D.23-06-029 that extending the effective
PRM would allow for the procurement of resources that provide reliability
benefits, without unnecessarily inflating prices and costs to ratepayers and
without reducing the pool of available RA resources. As mandated by

33 PD at 32-33.

34 Administrative Law Judge’s Ruling on Energy Division’s Hour Offset Workshop Slides and Load
Migration Update, R.23-10-011 (Feb. 25, 2025), at Attachment 2.

35 1bid.



Pub. Util. Code 380, the RA program must be designed to maintain
reliability of electrical service while also minimizing costs to ratepayers.>°

The Commission relies incorrectly on the potential for the effective PRM to be procured from
resources that are not RA eligible. Historically, the IOUs have used RA eligible resources to meet the
effective PRM. For example, in its 2024 Excess Resource Report, San Diego Gas & Electric Company
(SDGE) lists supply-side resources for the effective PRM totaling between 128 and 136 megawatts
(MW) between June and October.?” As reference, SDG&E provides AL-3689, Resolution E-5219,
and excess resources from the IOU’s portfolio. AL-3689 asked for permission to enter into an RA
purchase agreement. Resolution E-5219 authorized new resources, which provided, among other
things, RA capacity. In total, all the resources SDG&E used to meet the effective PRM came from
RA-eligible resources that other LSEs could have used to meet their RA requirements.

Similarly, in 2024, Southern California Edison Company (SCE) reported between 194 and
1,195 MW of Tolls and RA-only procurement to meet the effective PRM for June through October.
Each of these qualify as RA eligible resources. The non-RA resources shown by SCE were

39 capacity for July through October. SCE

significantly smaller with only 100 MW of “as available
then shows non-RA transactions that only covered a handful of days with seven days of daily imports
between 100 and 150 MW in July and three days of daily imports of 100 MW in September. The result
is that the vast majority of SCE’s effective PRM procurement came from RA eligible resources that
other LSEs needed for compliance.

Finally, in 2024, Pacific Gas and Electric Company (PG&E) reported a staggering 150 to 802
MW of excess resources in their portfolio that were used to meet the effective PRM for June through
October.*’ In addition, PG&E procured 20 MW of utility-owned generation (UOG) enhancement.
Both of these categories of resources, excess resources and UOG enhancements, are from RA-eligible
resources. PG&E only procured 44 MW of non-RA eligible resources through energy-only call
options in June through October. In other words, the vast majority of PG&E's procurement came from

RA-eligible resources that other LSEs could have used to meet their compliance obligations but were

instead used to meet an effective PRM.

36 PD at 30.

37 See SDG&E Excess Resource Report for 2024.

38 See SCE Excess Resource Report for 2024.

39 Assumed to be resources that would provide energy only if the energy were available which
would not qualify for RA.

40 See PG&E Excess Resource Report for 2024.

10



At the same time, RA prices were very high in the summer of 2024. The IOUs’ procurement of
RA eligible resources for the effective PRM and the historically high prices experienced in the summer
of 2024 therefore challenge the PD’s conclusion that “extending the effective PRM would allow for the
procurement of resources that provide reliability benefits, without unnecessarily inflating prices and
costs to ratepayers and without reducing the pool of available RA resources.”*!

In addition, while the Commission does not want to rely on CAISO backstop procurement,
using an effective PRM creates a reliability risk by eliminating the potential for CAISO backstop if the
I0OUs fail to procure the effective PRM. The CAISO tariff only allows it to procure backstop capacity
for RA requirement deficiencies, significant events, or exceptional dispatches.** Since the effective
PRM is not part of the RA requirement and does not qualify as a significant event or exceptional
dispatch, any failure to procure to the effective PRM will not be backstopped by the CAISO.

To address these significant concerns with the effective PRM and as discussed below, the
Commission should modify the PD to implement a waiver process to address the potential for the
exercise of market power, as has been used for the local RA program. If, nonetheless, the Commission
retains the effective PRM, it should modify the PD in two ways. First, the Commission should not set
the effective PRM in combination with the PRM for all LSEs above the level of total PRM Energy
Division determined will meet a 1-in-10 LOLE, which is 21 percent in the summer months. This
would mean that the effective PRM should be limited to no more than three percent with an 18 percent
PRM for all LSEs. Second, the Commission should place guardrails on contracts used to meet the
effective PRM to mitigate potential cost shifts. Specifically, the Commission should require that
existing IOU capacity contracts used for the effective PRM must be kept out of IOU bundled
portfolios for the lesser of a full year strip or the length of the fixed price terms. Otherwise, the IOUs
can choose resources from their existing portfolio—that have static prices for a term length that do not
represent peak summer RA prices—use them for specific effective PRM summer months with
significantly higher prices and spread the artificially high contract costs among all LSEs.

B. The Commission Should Implement a Waiver Process as an Effective Market
Power Mitigation Tool

The Commission should modify the PD to adopt a system RA waiver process. While the PD
rejects SCE’s study that the PRM does not need to be higher than 15.5 percent to achieve a 1 in 10

4 PD at 30.
42 See CAISO Tariff Section 43A.2.

11



LOLE,* the PD does not reject Cal Advocates assertion that market power could be exerted at levels
below 17 percent.** A waiver process is the best way to align reliability and affordability at a time
when affordability is a significant challenge.

The Commission rejects a waiver based on three assertions that the system waiver process:

(1) raises fairness concerns in that deficient LSEs may lean on LSEs that
procure sufficient RA capacity, (2) adds administrative burden on Energy
Division’s resources to process waivers, particularly if a large number of
LSEs submit waivers, and (3) increases the need to rely on the CAISO’s
backstop mechanism if sufficient RA capacity is not procured by LSEs.*’

The Commission errs in each of these statements. First, Energy Division’s proposal addresses
fairness and leaning concerns in several ways. Energy Division’s proposal for a system waiver never
implied that a waiver was guaranteed. The LSE would need to demonstrate that it took reasonable
commercial actions and that despite its reasonable efforts, the LSE could not obtain sufficient RA at
prices at or below a level that Energy Division staff provided as indicating competitive offers.*¢ The
waiver process therefore addresses fairness concerns by requiring LSEs to take reasonable actions,
providing all LSEs the ability to be considered for the same treatment, and allocating CAISO backstop
costs to the deficient LSE. These conditions do not support leaning. Instead, they support developing a
competitive marketplace where Californians are not expected to pay any price but are expected to pay
a FERC regulated backstop price intended to prevent market power.

Second, while CalCCA acknowledges that the implementation of a waiver process could create
additional administrative burden, this additional burden is outweighed by mitigating run-away RA
prices that exceed the going forward fixed costs of the resources (i.e., the FERC authorized backstop
payment for the CAISO) and the cost of new entry. Californians should not be required to pay an
unlimited, unjustifiable price for RA. In addition, CalCCA proposed a rebuttable presumption process
for approving waivers to minimize additional administrative burden created by a waiver process.*’

Third, over its history, the CAISO has infrequently used its CPM authority to backstop RA.
Since 2019, the CAISO has backstopped for local reliability in May and July of 2019 for a total of
201.78 MW-months, and once in September of 2020 for 15.73 MW-months. The CAISO also

4 See PD at 28.

M See Comments of the Public Advocates Office on Track 3 Proposals, R.23-10-011 (Mar. 3, 2025), at 6-7.
45 PD at 28.

46 Jan. 21 Ruling, at Attachment 2, 15-18.

4 See CalCCA Amended Scoping Memo Opening Comments, at 3-8.
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procured 19 MW-months of backstop capacity in 2022 and 70 MW-months in 2023 for potential
thermal overloads. Finally, in 2020 and 2021, the CAISO performed backstop procurement for the
summer months due to “extreme weather and under forecast of load.” The most significant
procurement occurred in 2021 totaling 1,722 MW-months.*® This history is not reflective of an over-
reliance on CAISO backstop. Indeed, the RA program has effectively managed reliability without the
need for backstop. Having a limited time of market scarcity and prices that may be influenced by
market power is not a reason to conclude that the Commission would over-rely on CAISO backstop.
Now is the time to bring the market under control so that competition can resume, bringing reliability
at affordable rates without using backstop mechanisms. For these reasons, the Commission should
adopt the waiver process proposed by Energy Division staff for any procurement over 15.5 percent as
initially proposed by CalCCA.

IV. THE COMMISSION SHOULD CLARIFY THAT THE INTENT OF THE LOCAL RA
CPE DATA REQUEST IS TO REDUCE THE CPE REQUIREMENT BASED ON THE
AGGREGATED CONTRACT DATA, WHILE MAINTAINING THE ABILITY FOR
LSES TO SELL TO THE CPE

The Commission errs by failing to provide the clarity necessary to make the local RA CPE data
request useful in informing CPE procurement efforts. In the PD, the Commission reiterates what it
stated in D.24-12-003. That is:

...the Commission is not directing the CPEs to reduce the CPE
requirement based on the aggregated data provided by Energy Division as
to what local resources have been contracted by LSEs. Reducing the
CPE’s requirement in this manner would result in LSEs being unable to
compete in the annual solicitation process, as those resources would have
reduced the CPE’s local requirement.*

CalCCA supports the Commission’s objective of retaining LSEs’ ability to compete in the
CPE’s annual solicitation process. However, if the information collected in the data request is not used
to reduce the CPE requirement, it is not clear what benefit having the information provides. While the
PD states the information will be used to “better assess the actual needs for short-term and long-term
procurement for the three-year forward requirements and beyond,”° the inability for the CPE to adjust

procurement targets because of this data appears to obviate the benefits of having the information.

48 See https://www.caiso.com/library/capacity-procurement-mechanism-reports.

49 PD at 78.
>0 Ibid.

13


https://www.caiso.com/library/capacity-procurement-mechanism-reports

To ensure LSEs can continue to participate in CPE solicitations and to ensure the information
collected via local RA CPE data request informs CPE procurement activity, the Commission should
modify the PD in two ways. First, the PD should clarify that the intent of the local RA CPE data
request is to reduce the CPE requirement based on the aggregated contract data. Second, these
modifications should include a process that maintains the ability for LSEs to sell to the CPE. The
ability for LSEs to sell to the CPE could be maintained by not automatically reducing the CPE’s local
obligation by all resources contained in the data request, but instead asking LSEs in its data request
which local RA capacity under contract they plan to offer to the CPE. The Commission could then
only reduce the CPE’s procurement target by the amount of local capacity LSEs do not already plan to
offer to the CPE. These modifications will ensure the PD provides the clarity necessary to make the
local RA CPE data request useful while retaining LSEs’ ability to offer into CPE solicitations.

V. THE COMMISSION SHOULD MODIFY THE PD TO REMOVE THE
REQUIREMENT FOR FUTURE RA CONTRACTS TO SPECIFY THAT
IMBALANCE RESERVE AND RELIABILITY CAPACITY REVENUES SHALL
BE ALLOCATED TO THE LSE

The PD errs by requiring specification in RA contracts executed after adoption of the PD that
any CAISO revenues for IR or RC products shall be credited back to the LSE. The current CAISO
tariff requires RA resources to bid zero dollars into the residual unit commitment (RUC) process and
prohibits them from receiving RUC market revenues. Once the CAISO implements its Day-Ahead
Market Enhancements (DAME) and Extended Day-Ahead Market (EDAM) initiatives, the CAISO
will no longer require RA resources to bid zero dollars into RUC and will allow them to receive
revenues for IR and RC products. The PD similarly removes the requirement for RA resources to bid
zero dollars for IR and RC products upon EDAM and DAME implementation and will allow RA
resources to be eligible for IR and RC revenues.>! CalCCA supports the PD in this regard, as it will
ensure LSEs participating in the Commission’s RA program do not subsidize other LSEs in EDAM by
providing most of the RUC capacity due to the zero-dollar bidding requirement.

The PD also states, however, that:

[w]hen the [CAISO] begins the operation of the [EDAM], Commission-
jurisdictional [LSEs] with existing [RA] contracts will make a good faith
effort to ensure revenues from Imbalance Reserves, Reliability Capacity
Up (RCU), or Reliability Capacity Down (RCD) products are credited
back to the LSE that has procured the RA capacity value of these
resources. For contracts executed after the issuance of this decision, the

3 PD, Ordering Paragraph (Of) 16.
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contracting LSE shall specify in the RA contract that any CAISO revenues
for Imbalance Reserves, RCU, or RCD products shall be credited back to
the LSE that has procured the RA capacity value of the resource.>?

The Commission should not require specification in the RA contracts that any CAISO revenues for IR
or RC products shall be credited back to the LSE. The treatment of IR and RC revenues should be left
to the counterparties to negotiate in their own contract terms, because there are multiple ways to do so.
LSEs and suppliers can agree to use the CAISO’s DAME Transitional Measures outlined in the
CAISO’s EDAM and DAME tariff language, which will be in place for three years. Alternatively,
counterparties can establish other contract terms to account for these new revenue sources which could
include discounting the RA capacity price for anticipated IR and RC revenues. How counterparties
choose to treat IR and RC revenues will be dependent on the counterparties and their contract
negotiation. The Commission should therefore modify the PD to not specify RA contracting
requirements related to IR and RC revenue allocation. Since the potential for double payment is an
economic issue and not a reliability issue, the Commission should leave LSEs the option to best
protect their customers. If the Commission believes for the IOUs that the potential for double payment
cannot be effectively mitigated by allowing the IOU flexibility, the Commission can order the IOUs to
address the issue in a specific manner.
VI. CONCLUSION

CalCCA appreciates the opportunity to submit these comments and requests adoption of the
recommendations proposed herein. For all the foregoing reasons, the Commission should modify the
PD as provided in Appendix A, attached hereto.

Respectfully submitted,

Jaundolic

Leanne Bober,
Director of Regulatory Affairs and Deputy
General Counsel
CALIFORNIA COMMUNITY CHOICE
ASSOCIATION

June 11, 2025

52 Id, 09 17.
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APPENDIX A
TO
CALIFORNIA COMMUNITY CHOICE ASSOCIATION’S OPENING COMMENTS ON THE
PROPOSED DECISION ADOPTING LOCAL CAPACITY OBLIGATIONS FOR 2026-2028,
FLEXIBLE CAPACITY OBLIGATIONS FOR 2026, AND PROGRAM REFINEMENTS

PROPOSED CHANGES TO FINDINGS OF FACT,
CONCLUSIONS OF LAW AND ORDERING PARAGRAPHS

Proposed text deletions show as beld-and-strikethreugh

Proposed text additions show as bold and underlined

FINDINGS OF FACT

4. Increasing the PRM to 48% 21% and adopting a system RA waiver process in which LSEs
must demonstrate reasonable commercial efforts for procurement above 15.5% best balances
rellabllltv and affordabllltv while 1mplement1ng an effectlve market power mltlgatlon tool.

6. A 21% PRM with a system RA waiver for procurement above 15.5% if LSEs demonstrate
commercially reasonable efforts to procure 18% PRM-and-an-extension-of-the-effective PRM
targetfor June-Octoberfor-the 2026-and 2027 RA-years is a reasonable and prudent approach that
helps ensure grid reliability by increasing the PRM as indicated by the LOLE studies, while
minimizing costs to ratepayers.

10. His-premature-to-determine-that Transactability concerns exist under the SOD framework and
%h&t—there isa need for an hourly load 0b11gat10n tradmg proposal Ga}GGA—s—pfepesal—faﬂs—te—fu-Hy

CONCLUSIONS OF LAW

4. A 8% 21% PRM with a system RA waiver for procurement above 15.5% if LSEs
demonstrate commerc1allv reasonable efforts should be adopted an-extension-of the-effective

A-1



8. The Commission should authorize Energy Division to implement hourly load obligation trading

as soon as possible. prepare-areportin-Q22026-en-whether-transactability-issues-exist.

ORDERING PARAGRAPHS

6. For the 2026 and 2027 Resource Adequacy (RA) compliance years, a 8% 21% planning reserve
margin (PRM), and a system RA waiver for procurement above 15.5% if LSEs demonstrate

commerc1allv reasonable efforts to procure is adopted an—e*tenswn—&f—the—effeeme—PR—M

New Order 1: CalCCA’s hourly load obligation trading is adopted. Energy Division is
authorized to implement hourly load obligation trading as soon as possible but no later than for
RA vear 2027.

New Order 2: In addition to the data collected pursuant to D.24-12-003 Ordering Paragraph 4,
Energy Division shall collect information from load serving entities that specifies which local RA
capacity under contract the LSEs plan to offer to the CPE.

New Order 3: Energy Division shall use the information collected in [New Order 2] to adjust the
local resource adequacy central procurement entities’ (CPEs’) procurement targets by the
amount of local capacity under contract that load serving entities do not plan to offer to the
CPE.
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