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SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS!
CalCCA respectfully recommends that the Commission take the following actions:
e Adopt PG&E’s Proposal to Value RA Substitution Capacity at the RA MPB;
e Reject proposals to reform the RA MPB outside of R.25-02-005; and

e Adopt TURN’s proposal to utilize VPF Funds to reduce the DCNBC to benefit all
ratepayers.

Acronyms used herein are defined in the body of this document.

il



BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF CALIFORNIA

Application of Pacific Gas and Electric
Company to Recover in Customer Rates the
Costs to Support Extended Operation of
Diablo Canyon Power Plant from January 1 A.25-03-015
through December 31, 2026, and for
Approval of Planned Expenditure of 2026
Volumetric Performance Fees (U 39 E).

CALIFORNIA COMMUNITY CHOICE ASSOCIATION’S REPLY BRIEF

Pursuant to Rule 13.12 of the California Public Utilities Commission’s (Commission)
Rules of Practice and Procedure,? and the Assigned Commissioner’s Scoping Memo and Ruling®
(Scoping Ruling), dated July 2, 2025, the California Community Choice Association* (CalCCA)
submits this reply brief.

I INTRODUCTION

In Opening Briefs, several parties continue to push for changes to valuing Resource
Adequacy (RA) Substitution Capacity despite the fact that the RA Market Price Benchmark (MPB)

remains the only valid valuation method for RA Substitution Capacity from Pacific Gas and

2 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.

3 Assigned Commissioner’s Scoping Memo and Ruling, Application (A.) 25-03-015 (July 2, 2025):
https://docs.cpuc.ca.gov/PublishedDocs/Efile/GO00/M571/K244/571244412.PDF.

4 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.



https://webproda.cpuc.ca.gov/-/media/cpuc-website/divisions/administrative-law-judge-division/documents/rules-of-practice-and-procedure-may-2021.pdf
https://webproda.cpuc.ca.gov/-/media/cpuc-website/divisions/administrative-law-judge-division/documents/rules-of-practice-and-procedure-may-2021.pdf
https://webproda.cpuc.ca.gov/-/media/cpuc-website/divisions/administrative-law-judge-division/documents/rules-of-practice-and-procedure-may-2021.pdf
https://docs.cpuc.ca.gov/PublishedDocs/Efile/G000/M571/K244/571244412.PDF

Electric Company’s (PG&E) existing resource portfolio when Diablo Canyon Power Plant (DCPP)
is on outage. The Commission has found this to be true in multiple decisions, and no party has
presented evidence justifying deviation in this proceeding. To the contrary, PG&E has
demonstrated and the Commission should find that the continued use of the RA MPB is the best
method to fairly credit all ratepayers for the cost of DCPP RA Substitution Capacity provided by
resources for which those customers pay. In addition, the Commission will explore reforms to the
RA MPB in Rulemaking (R.) 25-02-005°> — the Scoping Ruling and record do not support doing
so here.

CalCCA also supports The Utility Reform Network’s (TURN) request that the
Commission deny PG&E’s volumetric performance fee (VPF) spending proposal and use those
funds to reduce the Diablo Canyon Non-Bypassable Charge (DCNBC) to benefit all ratepayers.
PG&E’s VPF spending proposals and other incentive mechanisms comprise the entirety of the
positive DCPP rates PG&E proposes to recover in 2026. Without those mechanisms, the DCNBC
would be a net credit on customers’ bills. As TURN identifies, PG&E’s proposed VPF spending
plan does not fully satisfy the requirements in statute nor those in Decision (D.) 25-06-002.° The
Commission should focus on rejecting outright or, at a minimum, substantially reducing the VPF

proposals to keep costs as low as possible for customers.

5

R.25-02-005, Order Instituting Rulemaking to Update and Reform Energy Resource Recovery
Account and Power Charge Indifference Adjustment Policies and Processes (Feb. 20, 2025).
6 D.25-06-002, Decision on Phase 2 Issues, R.23-01-007 (June 12, 2025).



I1. ARGUMENT

A. The Commission Should Adopt PG&E’s Proposal to Value RA Substitution
Capacity at the RA MPB

1. PG&E Can Only Value PCIA-eligible RA Substitution Capacity at the
RA MPB

Californians for Renewable Energy (CARE), Alliance for Nuclear Responsibility (A4NR),
and the Energy Producers and Users Coalition (EPUC) continue to ignore D.23-12-036,” D.24-06-
004,% D.24-12-033,° and D.25-07-0411'° to assert the Commission should not use the RA MPB to
value RA Substitution Capacity. A4NR argues PG&E could have obtained DCPP RA Substitution
Capacity for less than the $152 million in RA Substitution Capacity costs forecasted in PG&E’s
prepared testimony.!! EPUC echoes A4NR’s concern and characterizes PG&E’s forecast cost as
“particularly troublesome.”'? CARE recommends the Commission require PG&E to use its own
internal monthly forward RA price curves to calculate RA Substitution Capacity Costs instead of
the RA MPB."?

The Commission should find what it has found four times already: the RA MPB is the most

reasonable measure to value Power Charge Indifference Adjustment (PCIA) eligible RA

7

D.23-12-036, Decision Conditionally Approving Extended Operations at Diablo Canyon Nuclear
Power Plant Pursuant to Senate Bill 846, R.23-01-007 (May 30, 2024), at 133, Conclusion of Law (COL)
55.

8 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 66-68 and 88, Ordering
Paragraph (OY) 15.

? D.24-12-033, Decision on Pacific Gas and Electric Company’s Revenue Requirement to Support
Extended Operation of Diablo Canyon Power Plant and 2025 Volumetric Performance Fees Proposal,
A.24-03-018 (Dec. 19, 2024), at 30-32 and 82, COL 11.

10 D.25-07-041, Order Modifying and Denying Rehearing of Decision 24-12-033, A.24-03-018, (July
24 2025), at 26-28.

i A4NR Initial Brief, at iv, 7; see also Ex. AANR-01, at 11:23 to 12:1 (citing, and basing its own
calculations on, PG&E’s 2026 forward price curve for system RA capacity provided in the confidential
version of Ex. A4NR-01 (Confidential) at Attachment H, page 3, and PG&E’s response to AFNR data
request A4NR 001 0001(c)).

2 EPUC Initial Brief, at 20.

B CARE Initial Brief, at 17:4-6.



Substitution Capacity provided by PG&E’s existing resources. The reasons supporting such a
repeat finding include customer indifference statutes, prior Commission precedent, and sound
ratesetting policy, all of which counsel against abandoning the RA MPB. Failing to value the
transfer of RA Substitution Capacity from PG&E’s PCIA-eligible portfolio at the RA MPB would
deny the full value of PCIA resources and benefits to customers paying the PCIA in violation of
Pub. Util. Code section 366.2(g).!* Beyond compulsory adherence to customer indifference
statutes, the Commission found, in D.23-12-036,'> D.24-06-004,'® and D.24-12-033,'7 that the RA
MPB is the most reasonable measure to value RA Substitution Capacity. In D.25-07-041, the
Commission reaffirmed this history and rejected an application for rehearing on the same issue.!®
Further, as CalCCA noted in its initial brief, sound ratesetting policy counsels against deviation
from the RA MPB."

Moreover, reductions in market prices have mostly addressed parties’ concerns about
inflating the cost of RA Substitution Capacity. As shown in PG&E’s October Update, the market
for capacity has softened significantly, reducing the value of RA Substitution Capacity. PG&E’s
forecasted $161 million in 2026 DCPP RA Substitution Capacity Costs dropped to $26 million, or
just 16 percent of the 2026 forecast,?® in the October Update.?! Statutory requirements,
Commission precedent, sound ratemaking policy, and reductions in the RA MPB all point to the
same conclusion: the RA MPB is the best method for valuing RA Substitution Capacity provided

by PG&E’s resources during DCPP outages.

14 Pub. Util. Code § 366.2(g); Ex. CalCCA-01, at 7; see also CalCCA Initial Brief, at 4-5, 8.
15 D.23-12-036, at 133, COL 55.

16 D.24-06-004, at 66-68 and 88, O 15.

17 D.24-12-033, at 30-32 and 82, COL 11.

18 D.25-07-041, at 26-28.

19 CalCCA Initial Brief, at 10.

20 $26M / $161M = 16 percent.

2 PG&E October Update, at 9, Table 4-1, and 11, Table 9-2.



2. PCIA Resources Enable PG&E to Credit Ratepayers for Much of the
Cost of RA Substitution Capacity

Although some might assume that ratepayers would bear the entire cost of RA Substitution
capacity when PCIA resources are utilized, this is not accurate. Additionally, using the RA MPB
does not provide PG&E with any form of a “windfall” to shareholders.?> The accounting between
the Diablo Canyon Extended Operations Balancing Account (DCEOBA) and the Portfolio
Allocation Balancing Account (PABA) demonstrates this.

If PG&E uses excess capacity in its PCIA-eligible portfolio to substitute for DCPP capacity
that is on outage, the utility will credit the PABA and debit the DCNBC for the cost of the capacity.
The credits and debits offset each other, lowering the PCIA and benefiting ratepayers. Since all of
PG&E’s customers pay the PCIA,? the credit reduces rates for both bundled and unbundled
customers. That is, the entire cost is credited back to PG&E’s ratepayers, and the utility’s
shareholders neither gain nor lose. Though only PG&E’s ratepayers receive the credit back to the
PABA, meaning Southern California Edison Company and San Diego Gas & Electric Company
customers still cover their share of the cost of RA Substitution Capacity, California’s ratepayers
only bear a fraction of the full cost of RA Substitution Capacity.

B. The Commission Should Reject Proposals to Reform the RA MPB Outside of
Rulemaking 25-02-005

The Commission should reject SBUA, TURN, and A4NR’s attempts to reform the RA
MPB in the instant proceeding. SBUA recommends that the RA MPB calculation be modified to
include data from longer-term power purchase agreements bargained at “arms-length,” to the

exclusion of legacy contracts.>* SBUA asserts that a more accurate RA MPB is directly related to

22 Ex. A4NR-01, at 17:10-12, 19:2-3; A4NR Initial Brief, at iv (note that A4NR characterized this
amount as a “windfall” in Ex. A4NR-01, at 17:10-12, but it does not use that phrasing in its initial brief).
3 R.25-02-005, at 12-13.

24 SBUA Initial Brief, at 6.



more equitable rates for small business ratepayers.?> TURN recommends that PG&E be required
to calculate RA Substitution Capacity costs using monthly values from months during which
outages are forecast to occur, arguing such a change could save up to $6.686 million per year.?
TURN additionally recommends that the Commission find that the use of monthly RA values are
reasonable in a final decision in this proceeding.?’” A4NR asserts that it is not proposing an entirely
new RA Substitution Capacity cost methodology, but it still recommends capping PG&E’s 2026
RA Substitution Capacity cost forecast based on its own preferred methodology.?® A4NR insists
this recommendation is “independent of the choice of calculation methodology.”?

Whether a party’s proposal to alter the calculation of the RA MPB is logical or possibly
beneficial to ratepayers is not the point. The point is that this is not the proper proceeding in which
to consider such proposals. CalCCA even supported the use of monthly RA MPB values in opening
comments to R.25-02-005%° and argued against the utilities’ resistance to monthly RA MPB values
in reply comments to the same proceeding.’! But CalCCA maintains that such proposals, like that
put forth by TURN in this case, must be rejected by the Commission in this proceeding. Rejection
here is not a judgment on any merit these proposals may or may not present; it is only recognition
that the Public Utilities Code imposes specific requirements on what matters can and cannot be
addressed in a given proceeding, and to what extent.

It is also recognition that the Commission establishes specific proceedings for specific

purposes—and that the Commission has already established a proceeding for the specific purpose

23 SBUA Initial Brief, at 6.

26 TURN Initial Brief, at 9-10.

27 See id., at 10.

28 See A4NR Initial Brief, at 7-8.

2 Id., at 9-10.

30 R.25-02-005, Opening Comments of CalCCA (Mar. 18, 2025), at 34-35.
3 R.25-02-005, Reply Comments of CalCCA (Apr. 2, 2025), at 22-23.

32 Pub. Util. Code § 1701.1(b)(1); see also CalCCA Initial Brief, at 14-15.



of considering reforms to the RA MPB. The Commission made this clear when it identified R.25-
02-005 as “the proper form for the Commission to evaluate reforms to the RA MPB and to address
any concerns regarding the prices it provides.”®* TURN even recognized this in its direct
testimony.** Accordingly, the Commission should find that these proposals are out of scope and
should not be considered in the instant proceeding.

C. The Commission Should Adopt TURN’s Proposal to Utilize VPF Funds to
Reduce the DCNBC to Benefit All Ratepayers

1. PG&E’s VPFs and Other Incentive Mechanisms Comprise the Entirety
of the Positive Rates PG&E Proposes in this Proceeding

Based on PG&E’s October Update, the only reason the DCNBC will be a positive rate
charged on customer bills in 2026, as opposed to a bill credit, is the revenue tied to VPFs and other
PG&E incentive mechanisms afforded to PG&E in place of profits. According to PG&E’s October
Update and associated workpapers, DCPP’s forecasted value outweighs its forecasted costs in
2026, even after considering the non-VPF balances that remain in the Extended Operations
Subaccount of the DCEOBA.* The California Independent System Operator market revenues
from DCPP’s forecasted energy production outweigh the sum of operating expenses, RA
Substitution Costs, and the liquidated damages fund accrual to address any unforced outage or
other PG&E mismanagement.®® As stated in the October Update, the VPF, including the PG&E-
specific VPF, represents 81.66 percent of net costs allocated to PG&E, and thus represents 81.66
percent of the resulting rates for customers in PG&E’s service territory.’” That figure excludes

fixed management fees, and when other PG&E incentive mechanisms are included, more than 100

33 D.25-07-041, at 29-30.

34 Ex. TURN-01, at 28:12-13.

35 PG&E October Update, at 19, Table 10-4.

36 1d., at 19, Table 10-4, column G. Summing line 2 + line 3 + line 7 + line 13 + line 15 results in a
negative net cost for DCPP.

37 Id., at 19, Table 10-4, line 21.



percent of the DCNBC is not tied to the actual operation of DCPP.3® Therefore, the only reason
the DCNBC is collecting revenue from customers is to fund VPFs and other PG&E incentive

mechanisms.

2. Rejecting PG&E’s VPF Spending Plan Can Lower Costs for All
Customers

While PG&E is entitled to collect VPF revenues, its proposed VPF spending plan must
demonstrate that those funds are used for advancing public purpose priorities listed in Pub. Util.
Code section 712.8(s)(1)* and use affordability as a guiding principle.** TURN’s Opening Brief
recommends the Commission reject PG&E’s VPF spending plan,*! partly because PG&E’s
testimony offers no evidence to align its proposed VPF spending with the requirements of Pub.
Util. Code section 712.8(s)(1) or D.25-06-002.4> TURN also identifies many flaws in PG&E’s
proposal, including how “safety and risk”-related spending of VPFs will trigger impermissible
shareholder benefit;** PG&E’s efforts to apply VPF spending to individual Major Work Categories
(MWCs) in 2026 is unlikely to support any incremental or accelerated work supporting a critical
public purpose priority;** PG&E seeks to apply VPF spending only to MWC expense categories
where overspending could be absorbed by its shareholders, not expenses tracked in balancing
accounts;* and that rejecting PG&E’s VPF plan will send a clear signal that empty repetition of

buzz words from relevant decisions with no factual support is an unacceptable evidentiary basis

38 See PG&E October Update, at 19, Table 10-4, line 21. Adjusting the calculation in line 21 to include
VPF (line 10 + line 11) and fixed management fees (line 6), the VPF and fixed management fees make up
approximately 103.06% of 2026 DCPP net costs for PG&E customers.

39 Pub. Util. Code § 712.8(s)(1).

40 D.25-06-002, at 42, O 2.

4 TURN Initial Brief, at 17.
2 Id., at 19.

43 Id., at 21-24.

44 Id., at27.

4 Id., at 24.



for a Commission decision.*® TURN further asserts that PG&E’s current VPF proposals could
allow shareholders to retain $39 million of MWC underspending in 2025 and $44 million in
2026.47
The many flaws that TURN identifies, combined with the fact that the VPF as proposed by
PG&E does not satisfy the requirements of D.25-06-002, demonstrate why the Commission should
reject PG&E’s proposed VPF spending plan. Instead, the Commission should direct PG&E to use
those funds to reduce costs for all ratepayers, directly improving affordability.
III. CONCLUSION
For all the reasons discussed above, the Commission should grant the relief requested by
CalCCA.
Respectfully submitted,
/s/ Tim Lindl
Tim Lindl
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46 1d., at 20.
4 Id., at23.


mailto:tlindl@keyesfox.com

