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SUMMARY OF RECOMMENDATIONS

e San Diego Gas & Electric Company’s (SDG&E’s) support for declining to adopt hourly load
obligation trading is unfounded and should be rejected;

e The PD' should be modified to adopt the same planning reserve margin (PRM) for all load-
serving entities (LSEs), with a waiver for market power mitigation, because party comments
demonstrate that the effective PRM has been unsuccessful;

e Parties’ recommendations for additional modeling and stakeholder engagement before
adopting the 2027 PRM should be adopted; and

e The PD should be modified to refrain from dictating how to allocate imbalance reserve (IR)
and reliability capacity (RC) revenues, as supported by party opening comments.>

! Rulemaking (R.) 23-10-011, Opening Comments on The Proposed Decision Adopting Local
Capacity Obligations for 2026-2028, Flexible Capacity Obligations for 2026, and Program Refinement

(May 22, 2025) (PD).

2 References to parties’ Opening Comments herein refer to Opening Comments filed in this proceeding
(R.23-10-011), on or about June 11, 2025.
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CALIFORNIA COMMUNITY CHOICE ASSOCIATION’S REPLY
COMMENTS ON THE PROPOSED DECISION

The California Community Choice Association submits these comments pursuant to Rule 14.3
of the California Public Utilities Commission (Commission) Rules of Practice and Procedure on the
proposed Opening Comments on The Proposed Decision Adopting Local Capacity Obligations for
2026-2028, Flexible Capacity Obligations for 2026, and Program Refinements, dated May 22, 2025.
L. INTRODUCTION

In these reply comments, CalCCA addresses three themes within parties’ Opening Comments.
First, SDG&E continues to advance unfounded claims that hourly load obligation trading could
encourage “leaning” and create “inequitable” outcomes.? SDG&E has provided no support for these
claims in its Opening Comments, or elsewhere in the record. Neither has any other party. The
Commission, therefore, should not use SDG&E’s unsupported claims as the basis for any decision-
making.

Second, parties’ Opening Comments continue to diverge on the right level of PRM necessary
to meet a 0.1 loss-of-load expectation (LOLE). What is clear, however, is that: (1) the investor-owned
utilities (IOUs) have been ineffective at procuring resources to meet the effective PRM in a cost-
effective and reliable manner; and (2) continued development and vetting of LOLE modeling is
necessary to assure future PRMs meet 0.1 LOLE targets, such that the resource adequacy (RA)
program achieves the right level of reliability and affordability for customers. For these reasons, the
Commission should allow a// LSEs procure to the same PRM (with the opportunity for a waiver to
mitigate market power) and allow additional opportunity for development and vetting of LOLE
modeling, with the opportunity for stakeholders to share their own modeling.

Third, parties’ Opening Comments demonstrate why it is necessary for the Commission to
refrain from requiring that RA contracts specify the method for allocating IR and RC revenues.
Because this is strictly an issue of cost and not reliability, the Commission should allow LSEs and
their counterparties to determine how to allocate those revenues.

II. SDG&E’S SUPPORT FOR DECLINING TO ADOPT HOURLY LOAD
OBLIGATION TRADING IS UNFOUNDED AND SHOULD BE REJECTED

The Commission should reject SDG&E’s unfounded support for the rejection of hourly load
obligation trading. SDG&E supports the PD’s findings on hourly load obligation trading and states the

3 SDG&E Opening Comments, at 4.



proposal, “could encourage leaning and inequitable outcomes among LSEs, which is particularly
problematic in the context of the Commission’s affordability goals.”* SDG&E’s claims are unfounded
and should not inform the Commission’s decision-making in any way.

SDG&E has provided no support for these claims in its Opening Comments, or elsewhere in
the record. Neither has any other party. On the other hand, CalCCA has explained in detail how hourly
load obligation trading will not encourage leaning or create any inequitable outcomes.> Hourly load
obligation trades are products for which one LSE would pay another at a price agreed upon by the
parties, just like any other RA product. Also like any other RA product, hourly load obligation trades
would need to be shown and validated by Energy Division (ED), assuring that all RA requirements
continue to be met, either through the procurement of resources or the procurement of hourly load
obligation trades. CalCCA has demonstrated hourly load obligation trading will support the
Commission’s affordability goals, not hinder them.® For these reasons, the Commission must reject
SDG&E’s unsupported claims.

Instead, the Commission should modify the PD to adopt hourly load obligation trading. As
stated by Shell Energy North America (US), L.P. (Shell):

[a]bsent action now, hourly load trading would be implemented, at the earliest,
for the 2027 compliance year...Given the potential opportunity to reduce
ratepayer costs, and LSE penalties, it seems counterproductive to delay
implementation for that period of time, and inconsistent with the Commission’s
recognition of ongoing ratepayer affordability challenges.’

As Shell recommends, if the Commission is concerned about the implementation of hourly
load obligation trading, it should adopt a limit on the amount of load obligations an LSE can trade.®
The Commission should not adopt Shell’s recommendation to require the filing of a Tier 1 Advice
Letter (AL) for approval for the trade,” however, as the time required for Tier 1 AL is not necessary
because it: (1) inhibits the ability to use hourly load obligation trades; (2) is not required for other RA
products; and (3) will be duplicated in the month-ahead showing process, where the transaction will be

validated for compliance.

4 1bid.
5 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 8-9.

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

7 Shell Opening Comments, at 5.

8 See Id., at 4.

9 See Id., at 4-5.



III. THE PD SHOULD BE MODIFIED TO ADOPT THE SAME PRM FOR ALL
LSES, WITH A WAIVER FOR MARKET POWER MITIGATION, BECAUSE
PARTY COMMENTS DEMONSTRATE THAT THE EFFECTIVE PRM HAS
BEEN UNSUCCESSFUL

The Commission should modify the PD to adopt a 21 percent PRM in the summer months for
all LSEs with the ability to request a waiver for procurement above 15.5 percent. This is because
parties’ opening comments and the record demonstrate (1) a significant amount of uncertainty around
the level of PRM necessary to achieve a 0.1 LOLE;!? (2) the need to mitigate the potential exertion of
market power for procurement above 17 percent;'! and (3) the inability of the effective PRM
framework to meet reliability targets. '

While there continues to be significant uncertainty around the level of PRM needed to achieve a
0.1 LOLE reliability target, opening comments demonstrate that the effective PRM has been
unsuccessful at achieving reliability outcomes in a cost-effective manner. Multiple parties state that the
I0Us have been ineffective at procuring enough capacity to achieve the effective PRM targets — even
with the ability to procure non-RA eligible resources.'* For example, Terra-Gen states that the IOUs,
“procured only 995 MW against a nonbinding requirement of 1,700 MW, resulting in merely 2.34% of
additional PRM procurement above the 2024 17% PRM.”'* When the IOUs are short on their effective
PRM procurement, as they were in 2024, the CAISO cannot backstop to fill the deficiency.!> The RA
program would therefore be more reliable if the Commission set the same PRM for a// LSEs, consistent

with the Commission’s objective to transfer full procurement responsibility to individual LSEs,'® with

10 See California Independent System Operator Opening Comments (CAISO), at 1; the California

Environmental Justice Alliance Opening Comments, at 2-3; CalCCA Opening Comments, at 8-11; Microsoft
Corporation (Microsoft) Opening Comments, at 3; Pacific Gas and Electric Company Opening Comments, at 1;
Southern California Edison Company (SCE) Opening Comments, at 3; SDG&E Opening Comments, at 2-3;
Terra-Gen, LLC (Terra-Gen) Opening Comments, at 3-5; and Western Power Trading Forum Opening
Comments, at 7-8.

1 See CalCCA Opening Comments at 11-12; Comments of the Public Advocates Office on Track Proposals,
R.23-10-011 (Mar. 3, 2025), at 6-7; and SCE’s Opening Comments on All Proposals Filed, R.23-10-011 (Mar. 3,
2025), at 2.

12 See AES Opening Comments, at 4; California Clean Energy Buyers Association Opening Comments, at
4; California Energy Storage Alliance Opening Comments, at 11; and Terra-Gen Opening Comments,

at4.

13 1bid.
14 Terra-Gen Opening Comments, at 4.
15 CAISO Opening Comments, at 4.

16 See PD at 29.



the opportunity for a waiver to mitigate market power only when LSEs demonstrate commercially
reasonable efforts. This would allow the CAISO to backstop if LSEs cannot meet their targets.

IV.  PARTIES’ RECOMMENDATIONS FOR ADDITIONAL MODELING BEFORE
ADOPTING THE 2027 PRM SHOULD BE ADOPTED

Many parties’ opening comments recognize that the PRM modeling continues to require further
evaluation.!” While the Commission should ultimately seek to change the PRM on a bi-annual basis to
provide more certainty about procurement needs to LSEs managing their RA position, this should only
occur after stabilizing the process and methodology for arriving at a PRM. Given the recommended
PRM continues to swing in each subsequent study, the Commission should instruct ED to continue
refining the PRM with new modeling and a new stakeholder process, in which parties can present their
own modeling, before adopting a value for 2027. If that process arrives at a stable result, the
Commission can implement a bi-annual process with the next PRM calculation in 2028.

V. THE PD SHOULD BE MODIFIED TO REFRAIN FROM DICTATING IR AND
RC REVENUE ALLOCATION, AS SUPPORTED BY PARTY COMMENTS

The Proposed Decision (PD) requires that:

For contracts executed after the issuance of this decision, the contracting LSE
shall specify in the RA contract that any CAISO revenues for [IR or RC]
products shall be credited back to the LSE that has procured the RA capacity
value of the resource. '®

The stated rationale is the Commission’s intent to avoid “provid[ing] needless revenue streams,
or the ability to double-recover costs, to generators.”!” However, this requirement is not grounded in a
reliability concern, but rather in an assumption about optimal economic outcomes. Because this
assumption will not hold in all cases, the PD should not impose a one-size-fits-all mandate.
Furthermore, by focusing on contract economics rather than reliability outcomes, the PD exceeds the
Commission’s jurisdiction over non-investor-owned utility (IOU) load-serving entities (LSEs), such as
community choice aggregators (CCAs) and electric service providers (ESPs).

Generators must recover their costs and earn a reasonable return through revenues from all the
products they sell. In today’s market, where increased penetration of zero-marginal-cost resources has

eroded energy market revenues, capacity payments and other attributes such as IR and RC have become

17 See CAISO Opening Comments, at 6; Central Coast Community Energy Opening Comments, at 4;

Clean Energy Buyers Association Opening Comments, at 9; Microsoft Opening Comments, at 7-8; and SCE
Opening Comments, at 3.

18 PD at 83.

19 1bid.



more critical to cost recovery. By requiring that all IR and RC revenues be credited to the LSE, the PD
undermines contractual flexibility that could otherwise enable more efficient outcomes—such as lower
RA prices in exchange for allowing generators to retain those revenues. The assumption that channeling
IR and RC revenues to the LSE will always produce the most cost-effective result is incorrect and
constrains LSEs from pursuing alternative, potentially lower cost contracting arrangements.

Moreover, while the Commission exercises broad authority over IOU procurement through the
bundled procurement plan process, it does not have equivalent authority over CCA and ESP
contracting practices. The Commission may require CCAs and ESPs to meet certain policy
mandates—such as RA and the Renewables Portfolio Standard (RPS)—but it lacks jurisdiction to
dictate the specific terms and conditions of their procurement agreements beyond what is necessary to
ensure compliance with reliability and clean energy goals.

Because the allocation of IR and RC revenues is fundamentally a question of contractual
economics—not reliability—the Commission's attempt to impose a blanket revenue allocation
requirement intrudes into procurement decision-making where it lacks legal authority. If the
Commission is concerned about IOU contracting practices related to IR and RC revenues, it may
appropriately address those issues through the IOUs’ bundled procurement plans. However, the same
logic does not extend to CCA and ESP procurement, which remains outside the Commission’s
authority to regulate in this manner.

Accordingly, the PD’s proposed requirement that all IR and RC revenues flow to the LSE should
be removed. Instead, LSEs should retain flexibility to negotiate revenue-sharing provisions in a manner
that supports cost-effective procurement and reflects the diversity of market structures in California.
VI. CONCLUSION

CalCCA appreciates the opportunity to submit these comments and respectfully requests
adoption of the recommendations proposed herein.

Respectfully submitted,

Jeaundolic

Leanne Bober,
Director of Regulatory Affairs and Deputy
General Counsel
CALIFORNIA COMMUNITY CHOICE
ASSOCIATION
June 16, 2025
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