ADVANCING LOCAL ENERGY CHOICE

July 10, 2025
VIA ELECTRONIC MAIL (EDTARIFFUNIT@CPUC.CA.GOYV)

Energy Division Tariff Unit

California Public Utilities Commission
505 Van Ness Avenue

San Francisco, CA 94102

Re:  Revised California Community Choice Association’s Reply to San Diego Gas &
Electric Company, Southern California Edison Company, and Pacific Gas and
Electric Company’s Joint Comments on Draft Resolution E-5406

Energy Division Tariff Unit,

Pursuant to Rule 14.5 of the California Public Utilities Commission (Commission) Rules
of Practice and Procedure, 1 and the Comment Letter accompanying Draft Resolution E-5406
(Draft Resolution), California Community Choice Association? (CalCCA) submits this reply to
San Diego Gas & Electric Company (SDG&E), Southern California Edison Company (SCE),
and Pacific Gas and Electric Company’s (PG&E) (together, the Joint IOUs”) comments on Draft
Resolution E-5406 (Joint IOUs’ Comments). The Draft Resolution disposes of Apple Valley
Choice Energy’s Advice Letter (AL) 15-E, et al. (consolidated) submitted by CalCCA on behalf
of the Joint Community Choice Aggregators (Joint CCAs) on July 1, 2024 — Joint CCAs’
Community Choice Aggregator Financial Monitoring and Reporting Guidelines Tier 2 Advice
Letter Submitted to Aid in the Implementation of Ordering Paragraph 7 of Decision 24-04-009
(Consolidated AL).

CalCCA submits the following reply comments on the Draft Resolution implementing
financial monitoring and reporting requirements adopted in Decision (D.) 24-04-009 (Provider of
Last Resort (POLR) Decision). The comments respond to concerns raised by the Joint IOUs,

! State of California Public Utilities Commission, Rules of Practice and Procedure, California

Code of Regulations Title 20, Division 1, Chapter 1 (May 2021): https://webproda.cpuc.ca.gov/-
/media/cpuc-website/divisions/administrative-law-judge-division/documents/rules-of-practice-and-
procedure-may-2021.pdf.

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.
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addressing three key issues: (1) the timing of trigger reporting; (2) the determination of when a
triggering event occurs; and (3) confidentiality protocols associated with trigger reporting.

COMMENTS

L The Resolution’s Interpretation of the POLR Decision as Requiring Business Days
Rather than Calendar Days for Trigger Event Notification Should be Adopted

The Joint IOUs’ insistence on modification of the Resolution to use calendar days rather
than the Resolution’s adoption of business days for trigger event notification should be rejected.

As the Resolution correctly notes:

“[t]he Reporting Guidelines’ approach to the computation of time, interpreting D.24-04-
009’s use of ‘days’ as ‘business days’ is reasonable.”>

CalCCA supports the Resolution’s interpretation, which is both reasonable and
operationally necessary.

Requiring submission within 10 calendar days, as the Joint IOUs argue, would be
impractical, particularly when accounting for weekends and holidays. The Joint IOUs state that
CalCCA’s example of the impact of holidays on reporting timelines leads to an excessively
lengthy compliance period. However, in practice, the difference between calendar and business
days typically ranges from 2 to 4 days, depending on when a holiday occurs. Federal holidays
occur in approximately 23 percent of weeks in a given year. The example of Thanksgiving, while
having the largest impact, is illustrative of a broader operational reality. For instance, under a
business-day interpretation, a trigger identified just before Thanksgiving could result in an 18
calendar-day effective window for preparation. Such circumstances are not uncommon and
should be accounted for in a regulatory framework designed to support accurate and timely
reporting rather than providing only 10 calendar days of which four would be given up to holiday
and weekends in the example of Thanksgiving.

Moreover, as the reporting window represents a maximum period, entities that complete
their analysis and reporting earlier, would report ahead of the 10-business-day deadline.

Finally, CalCCA agrees with the Joint IOUs that the 10-business-day reporting period
should apply uniformly to all triggering events, not solely to Days Liquidity on Hand (DLOH) and
Debt Service Coverage Ratio (DSCR) metrics. The Commission should therefore clarify that this
timeline applies to all triggers, thereby ensuring consistency and avoiding unnecessary confusion.

3 Draft Resolution, at 9.
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IL. The Draft Resolution Provides Adequate Clarity on When a Triggering Event Has
Occurred

The Joint IOUs raise concerns regarding ambiguity in determining the point at which a
triggering event has occurred. Specifically, they cite four issues:

1. Lack of clarity on whether annual audited or monthly unaudited financial
statements should be used;

2. Uncertainty about whether the trigger occurs when the entity becomes aware of it
or at the end of the financial reporting period,

3. The belief that 60 days to prepare unaudited monthly financials is excessive; and

4. The perceived ambiguity of the term “acceptance” of financial statements.*

For the reasons set forth below, the draft Resolution provides adequate clarity, and the Joint
I0U’s requests for modification should be rejected.

A. Items 1 and 3: Standard Financial Reporting Practices Support a 60-Day
Financial Reporting Deadline

The Joint IOUs cite “standard financial reporting practices” as a basis for recommending
a 15-business-day deadline for unaudited financials, referencing only SDG&E’s internal
practices.’ Unlike the IOUs, CCAs must comply with accounting and financial standards
promulgated by the Government Accounting Standards Board (GASB). GASB Section 2900,
9 104 makes clear that:

The key criteria by which internal interim reports are evaluated are
their relevance and usefulness for purposes of management control,
which include planning future operations as well as evaluating
current financial status and results to date. Continual efforts should
be made to assure that accounting and related interim information
properly serve management control needs. Because managerial
styles and perceived information needs vary widely, however,
appropriate internal interim reporting is largely a matter of
professional judgment rather than one to be set forth in detail here.®

CCAs issue interim financial statements or evaluate current financial status up to 60 days
following month-end, consistent with the professional judgment standard from GASB. This time
period allows for the collection, processing, and validation of customer billing, supplier invoices,
and CAISO charge data without which CCAs cannot produce reliable and accurate financial

4 Joint IOU Comments on Draft Resolution E-5406, at 9-10.
5 Id. at 10.
6 https://gars.gasb.org/3154072/2147483437.
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reporting. Shortening the reporting period as the Joint IOUs suggest will require a burdensome
and reckless change in CCA accounting practice, resulting in divergence from GASB standards.
CalCCA notes that the banking, credit rating, and institutional-investor sectors supporting CCAs
all accept 60-day financial reporting deadlines. Therefore, the Joint IOUs’ request for
modification of the 60-day timeframe to 15-days should be rejected.

B. Item 2: The Resolution’s Finding on the Timing of a Trigger Event is
Unambiguous and Should be Adopted

CalCCA believes the Resolution is clear on the timing of a trigger event. The reporting
obligation is triggered at the earlier of either: (1) the identification of a triggering event; or (2) 60
days following month end. The Resolution states that:

“[t]he CCA should send notification within 10 business days of the time they could have
reasonably become aware of the occurrence.”’

This clarification ensures timely reporting while recognizing that entities may increase
the frequency of accounting review during periods of financial uncertainty.

C. Item 4: The Resolution’s Use of “Acceptance” of Financial Statements is
Clear and Should be Adopted

“Acceptance” under the Resolution refers to the internal verification process necessary to
confirm the accuracy of financial reporting. The GASB requires a financial report to be
verifiable, free from bias, and should faithfully represent what it purports to represent® This
practice helps CCAs to avoid the misreporting of false triggers, which could create undue
regulatory burdens and market disruptions.

Additionally, gathering required data often involves delays beyond a CCA’s control, such
as receipt of billing and revenue data from the IOU, among other financial information,
necessary to calculate the DLOH, DSCR, and cash reserves. These practical considerations
justify a flexible, entity-specific approach within the 60-day reporting deadline. As a result, the
Resolution’s definition of “Acceptance” should be adopted.

D. The Resolution Should Clarify the Cash Reserve Calculation Will Require
the Same Timing as the DLOH and DSCR

The timing of financial data is important for three of the triggers. These are the DLOH,
DSCR, and Cash Reserves. In the Draft Resolution, Energy Division states:

Regarding the calculation of DLOH and Debt Service Coverage Ratio, ED recognizes the
challenge for a CCA to calculate a financial condition until the financial statements have been

7 Draft Resolution at 9.
8 GASB Concept Statement 1 Paragraph 64.
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issued... In other words, the 10-day period doesn’t start to run until the financial statements have
been issued, or the CCA otherwise becomes aware of the condition, such as in cases where a
CCA is more frequently reviewing their financial positions as noted above.

The same financial data is necessary to perform the Cash Reserve calculation as is
present for the DLOH and DSCR. The final resolution should clarify that the timing of the
trigger occurring after the financial statements have been issued, or when known if sooner, will
need to apply to all three calculations of DLOH, DSCR, and Cash Reserves.

III.  Confidential Treatment of Trigger Reporting

CalCCA agrees with the Draft Resolution that Energy Division should retain discretion in
determining the timing and content of the disclosure to the IOUs of trigger information. The
Joint IOUs recommend that the Resolution be revised to require Energy Division to notify the
POLR within five days of a Tier 2 trigger event, with more detailed information provided if
multiple triggers occur.’

If the Commission adopts the IOUs’ recommendation, it must also ensure that such
disclosures do not confer a competitive advantage to the POLR, who is also a market participant.

Therefore, if a trigger is not publicly disclosed via financial statements, the identity of the
CCA should remain confidential. The POLR’s role is to ensure continuity of service—not to
preemptively procure market products in anticipation of a potential return of customers. Sufficient
notice to prepare for potential customer returns can be given without revealing sensitive
competitive information. Should a return occur, the Financial Security Requirement (FSR) and Re-
entry Fee mechanisms are already in place to ensure uninterrupted customer service.

CONCLUSION

CalCCA appreciates the Commission’s thoughtful and careful consideration of these
comments. CalCCA urges the Commission to maintain the following provisions in the Draft
Resolution:

o Confirm the use of 10 business days for all triggering event reports;

o Recognize that interim financial reporting timelines should be based on
professional judgment, consistent with GASB guidance;

9 Joint IOUs’ Comments at 11.
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J Affirm that the triggering event occurs at the earlier of awareness or the end of the
reporting period and applies to Cash Reserves, as it relies on the same reporting
data; and
o Preserve Energy Division’s discretion in POLR notifications while protecting

confidential and competitively sensitive information.

Respectfully submitted,

CALIFORNIA COMMUNITY CHOICE
ASSOCIATION

Jeavndilie

Leanne Bober,
Director of Regulatory Affairs and
Deputy General Counsel

cc via email:
Service List: R.21-03-011
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