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SUMMARY OF COMMENTS'

In focusing on the ability of an LSE to comply rather than the cost to comply, the Report
applies the wrong standard when assessing the need for LOT, by:

o

Finding a lack of transactability barriers because of the existence of additional MA
capacity as compared to YA capacity;

Dismissing the need for more targeted products which ignores the benefits of
optimizing RA compliance;

Claiming that an increase in procurement from 2024 to 2025 fails to demonstrate
transactability barriers, which ignores that LOT would have allowed /ess procurement
and expense while maintaining reliability targets; and

Concluding that transactability is not needed now because market conditions have
improved relative to 2024, which ignores that market scarcity could occur in the
future;

The Report materially understates the avoided excess procurement and associated cost-
savings that could be realized with LOT, by

o

o

(©)

Significantly understating the potential benefits of LOT through its three scenarios
analyzing whether LOT brings cost savings;

Ignoring the ability for LOT to optimize resources already under contract;
Ignoring the impact of YA penalties on the cost of compliance;
Questioning potential savings of LOT based on misguided rationales; and

Summarily dismissing the indirect cost savings and benefits associated with LOT;

The Report mischaracterizes excess procurement and leaning as reliability and energy market
efficiency features rather than inefficiencies resulting in cost increases, given;

(©)

Artificially constraining RA transactions to force excess procurement deviates from
reliability targets at ratepayers’ expense and results in improper leaning; and

Attempts to justify haphazard excess procurement by tying it to a competitive energy
market are misguided;

Acronyms used herein are defined in the body of this document.
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SUMMARY OF COMMENTS
(continued)

The Report overstates administrative burden concerns, given:

o Any perceived administrative burden can be addressed through additional personnel
and/or automation; and

o LOT may be more feasible for LSEs than other types of transactions.

A revised evaluation of 2025 RA showings compared to 2024 RA showings still shows
significant LSE incremental spending to meet SOD requirements;

CalCCA’s proposed interim 25 percent cap on LOT should be based upon peak load and
applied cumulatively; and

IOU purchases of a load obligation should be treated the same as a sale of capacity for
accounting purposes in the PCIA.



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.25-10-003
Establish Forward Resource Adequacy
Procurement Obligations.

CALIFORNIA COMMUNITY CHOICE ASSOCIATION’S OPENING
COMMENTS ON TRANSACTABILITY ISSUES FILED AND SERVED
California Community Choice Association? (CalCCA) submits these comments pursuant
to the Assigned Commissioner’s Scoping Memo and Ruling®, dated December 12, 2025, and
Administrative Law Judge’s Ruling on Energy Division’s Transactability Report and Modifying
Track 1 Schedule,* dated February 24, 2026.

I. INTRODUCTION

CalCCA’s hourly load obligation trading (LOT) proposal would allow all Commission-
jurisdictional load-serving entities (LSE) to voluntarily transact their resource adequacy (RA) load

obligations at the same granularity as the requirement (i.e., hourly). As stated in CalCCA’s March

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 Assigned Commissioner’s Scoping Memo and Ruling, Rulemaking (R.) 25-10-003 (Dec. 12,
2025), https://docs.cpuc.ca.gov/PublishedDocs/Efile/GO00/M590/K884/590884355.PDF.

4 Administrative Law Judge’s Ruling on Energy Division’s Transactability Report and Modifying
Track 1 Schedule, R.25-10-003 (Feb. 24, 2026),
https://docs.cpuc.ca.gov/SearchRes.aspx?DocFormat=ALL&DocID=600063407.
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3, 2026, proposal on transactability issues (CalCCA Proposal),’ the 2025 month-ahead (MA) RA
data suggest LOT could save all LSEs between $144-$179 million each year. Implementation of
LOT would refine the SOD program to be more in line with Public Utilities Code Section 380° by
enabling the achievement of both affordability for ratepayers as a result of these cost savings, and
reliability through LSEs efficiently meeting their system RA reliability targets.

Energy Division’s February 24, 2026, LOT Report (Report)’ concludes that the potential
gains from LOT do not outweigh the complexity and risks of implementation. This conclusion is
based on an approach to LOT that is fundamentally misaligned in two ways with LOT’s core
objective of improving RA program affordability. First, the Report evaluates whether LOT is
necessary for compliance rather than whether it reduces the cost of compliance. Second, it
materially understates the amount of excess procurement that could be avoided. Beyond these
fundamental underlying issues with the Report, Energy Division makes further attempts to
diminish LOT’s value by: (1) mischaracterizing excess procurement and leaning as a positive
reliability feature rather than inefficiencies resulting in cost increases; and (2) overstating the
administrative burden of implementing LOT.

The comments herein refute the Report’s justifications for not implementing LOT,
answer the discussion questions asked during the Workshop, and provide clarifications to the

CalCCA Proposal and its analysis. In summary:

5 California Community Choice Association’s Track 1 Proposals On Transactability Issues,

R.25-10-003 (Mar. 3, 2026),
https://docs.cpuc.ca.gov/PublishedDocs/Efile/GO00/M601/K158/601158006.PDF.

6 All subsequent code sections cited herein are references to the California Public Utilities Code
unless otherwise specified.

7 Report on Transactability within the Slice of Day Resource Adequacy Framework, R.25-10-003
(Feb. 2026), https://docs.cpuc.ca.gov/PublishedDocs/Efile/GO00/M599/K960/599960179.PDF.



https://docs.cpuc.ca.gov/PublishedDocs/Efile/G000/M601/K158/601158006.PDF
https://docs.cpuc.ca.gov/PublishedDocs/Efile/G000/M599/K960/599960179.PDF

In focusing on the ability of an LSE to comply rather than the cost to comply, the
Report applies the wrong standard when assessing the need for LOT, by:

o Finding a lack of transactability barriers because of the existence of
additional MA capacity as compared to year-ahead (Y A) capacity;

o Dismissing the need for more targeted products which ignores the benefits
of optimizing RA compliance;

o Claiming that an increase in procurement from 2024 to 2025 fails to
demonstrate transactability barriers, which ignores that LOT would have
allowed /ess procurement and expense while maintaining reliability
targets; and

o Concluding that transactability is not needed now because market
conditions have improved relative to 2024, which ignores that market
scarcity could occur in the future;

The Report materially understates the avoided excess procurement and
associated cost-savings that could be realized with LOT, by

o Significantly understating the potential benefits of LOT through its three
scenarios analyzing whether LOT brings cost savings;

o Ignoring the ability for LOT to optimize resources already under contract;
o Ignoring the impact of YA penalties on the cost of compliance;

o Questioning potential savings of LOT are based on misguided rationales;
and

o Summarily dismissing the indirect cost savings and benefits associated
with LOT;

The Report mischaracterizes excess procurement and leaning as reliability and
energy market efficiency features rather than inefficiencies resulting in cost
increases, given;

o Atrtificially constraining RA transactions to force excess procurement
deviates from reliability targets at ratepayers’ expense and results in
improper leaning; and

o Attempts to justify haphazard excess procurement by tying it to a
competitive energy market are misguided;

The Report overstates administrative burden concerns, given:

e Any perceived administrative burden can be addressed through additional
personnel and/or automation; and

e LOT may be more feasible for LSEs than other types of transactions.

A revised evaluation of 2025 RA showings compared to 2024 RA showings still
shows significant LSE incremental spending to meet SOD requirements;



e (CalCCA’s proposed interim 25 percent cap on LOT should be based upon peak
load and applied cumulatively; and

e Investor-Owned Utility (IOU) purchases of a load obligation should be treated
the same as a sale of capacity for accounting purposes in the Power Charge
Indifference Adjustment (PCIA).

II. COMMENTS ON THE REPORT

Energy Division’s approach to assessing SOD transactability is fundamentally misaligned
with the core affordability objectives of the LOT proposal. The comments herein, which dispute
many of the Report’s key findings, must be considered in the context of these primary areas of
misalignment. First, the Report applies the wrong standard in its assessment, focusing on
whether the measure is “necessary” for compliance, rather than seizing the opportunity through
LOT to reduce the cost of compliance while maintaining reliability. Second, the Report
materially understates the excess procurement that could be avoided using LOT. These two
fundamental methodological issues underlying the Report are addressed as specific Report
analyses and findings are examined in section II.A-D., below.

A. Energy Division Wrongly Concludes that LOT Does Not Need to be

Implemented Because LSEs are Able to Comply Despite the Excess and
Unnecessary Costs of Such Compliance

In finding that the transition to the SOD framework did not introduce material transaction
barriers, Energy Division wrongly focuses only on the ability to comply rather than the cost of

complying. The Report states that its assessment of need is based on the following:

e Do SOD compliance filings demonstrate transactability barriers, including:
o Persistent LSE hourly deficiencies;
o System-level surplus concurrent with LSE short positions; or

o Inability for LSEs to cure deficiencies through procurement?®

Workshop Presentation, at 10.



Energy Division then demonstrates that the first two conditions above were, in fact, met for the
Y A showing. That is, Energy Division presented data showing that, for the 2025 YA showing,
the total system need was exceeded in every hour, while some individual LSEs had deficiencies
in every hour.’

Energy Division justifies its asserted lack of need for LOT by adding the third condition,
suggesting that a transactability barrier is not present if LSEs are able to cure their deficiencies
between the YA and MA showing through additional procurement, as was the case for all LSEs
in 2025.'° While this condition is convenient to support Energy Division’s narrative, it is not
well reasoned because: (1) additional MA capacity as compared to YA capacity is not indicative
of a lack of transactability barriers; (2) dismissing the need for more targeted products ignores
the benefits of optimizing RA compliance; (3) claiming that an increase in procurement from
2024 to 2025 does not demonstrate transactability barriers ignores that LOT would have allowed
less procurement and expense; and (4) concluding that transactability is not needed now because
market conditions have improved ignores that scarcity conditions could recur in the future.

The focus on these conditions is misplaced, as they do not include consideration of the
cost of procuring additional resources when compared to LOT. The focus should instead be on
optimization, given the State’s ratepayers are currently facing an affordability crisis. With
Energy Division estimating benefits ranging from $2.1 million to $7.6 million for just one
month,'! which is likely understated, the Commission owes it to California customers to evaluate

the need for LOT more comprehensively.

? Id., at 12.
10 Id., at 11 and 13.
i Report, at 30.



1. Additional MA Capacity as Compared to YA Capacity is Not
Indicative of a Lack of Transactability Barriers

While LSEs were generally able to fix their YA deficiencies in their MA showings, this
alone does not indicate a lack of transactability barriers. The YA and MA processes are different
markets with differing risks and information. Notably, the YA process concludes in October of
the year prior to the RA delivery year. This means the entire procurement exercise is complete
before the precipitation year, during which the determination is made of how much capacity can
be made available from hydro resources to meet month-ahead requirements. The amount of
capacity available within California, and from imports (particularly hydro imports from the
Pacific Northwest), are therefore not known until the precipitation season is much further along.

2025 was a particularly good hydro year for California.!? It is therefore not surprising that
additional capacity became available in the MA process that was not available in the YA process.
The ability of LSEs to cure deficiencies from the YA to MA showings is not in itself an indication
of a lack of transactability barriers. Rather, it is a reasonable indication that transactability was
needed YA and that, had poor hydro conditions been present in the MA, it could well have been
necessary again. Therefore, a conclusion that the past year, in which LSEs successfully cured YA
deficiencies in the MA showings, proves LOT is unnecessary is short-sighted.

2. Dismissing the Need for More Targeted Products Ignores the Benefits
of Optimizing RA Compliance

The Report also fails to recognize the benefits of optimizing RA compliance. Energy

Division demonstrates that on a gross LSE basis, procurement is needed across all hours, from

12 See California Water Watch, Statewide Hydroclimate and Water Supply Conditions Map:

https://cww.water.ca.gov/maps (showing that on March 10, 2025, the snowpack levels at measured sites
was generally above average; the same map for October 30, 2024, shows the majority of sites having no
data due to the fact that the precipitation season had not yet begun).
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less than 100 megawatts (MW) to approximately 3,750 MW.!* The amount needed exceeds 500
MW in only ten hours from hour ending (HE) 14 through HE 23. With peak need below 500
MW for 14 hours, there was very little need to procure 24x7 resources. Yet according to Energy
Division, to meet a small amount of insufficiency in 14 hours, LSEs procured between the YA
and MA showing for September a total of 1,218.37 MW of 24x7 resources.'* Energy Division
then concludes that:

[t]he heavier reliance on 24-hour resources among Y A-deficient

LSEs is consistent with the nature of their multi-hour short

positions, rather than indicating a structural inability to access

more targeted products. In such cases, procurement of 24-hour

resources represents a rational portfolio response to broad hourly
shortfalls. '3

Energy Division’s conclusion is misguided when LSEs procured over 1,200 MW to address a
need that, in 14 hours, was less than 500 MW (and in the majority of hours was below 250 MW).
Further, as discussed below, Energy Division’s assessment is based on LSE filings as shown,
which understate what could have been available from storage had the LSE assessment been
based on storage capability. As a result, this conclusion overstates the need for additional
procurement after the YA showing. Overall, the Report ignores the opportunity to trade load
obligations to address a significant portion of these shortfalls, including in the hours of highest

need, when LSEs cumulatively exceed the RA requirement.

13 Report, at 18.
14 Id., Table 4 at 20.
15 Id., at 20 (emphasis added).



3. The Report’s Claim that an Increase in Procurement from 2024 to
2025 Fails to Demonstrate Transactability Barriers Ignores that LOT
Would Have Allowed Less Procurement and Expense while
Maintaining Reliability Targets
The Report goes on to claim that the increase in procurement from 2024 to 2025 fails to
demonstrate transactability barriers. Energy Division finds that 8.1 percent of nameplate was
driven by a reduction in thermal resources due to once-through-cooling restrictions removing
1,750 MW of nameplate capacity from the RA market. This had LSEs procuring 5,700 MW
nameplate of other resources, enabling LSEs to meet their obligations from a larger set of
use-limited resources.'® However, this conclusion ignores the Report’s Table 7, only two pages
later, which shows that the RA requirement for 2025 for the September peak load decreased by
3.1 percent. Thus, the Report is asking the reader to believe that barriers to transactability do not
exist when LSEs procured more resources in total (increased by 8.1 percent), resulting in excess
resources in aggregate in all hours, to meet an obligation that was 3.1 percent lower. To the
contrary, this evidence supports the fact that LOT could have met the need with less procurement
and expense to Californians to meet the reliability standards adopted in the RA program.
4. The Conclusion that Transactability is Not Needed Because Market

Conditions Have Improved Relative to 2024 Ignores that Market
Scarcity Could Occur in the Future

Finally, the Report’s focus on improved 2025 market conditions ignores the potential for
capacity scarcity to return in the future. Such scarcity could cause apparent shortfalls based on
the compliance framework while no actual system reliability gaps exist. Market conditions in
2025 were more favorable than in 2024. While Californians may benefit from LSEs not having

to pay over $100 per kilowatt (kW) -month for RA, the Report ignores the possibility that

16 Id., at 21-22.



capacity constraints could recur. Taking only one year and ignoring the capacity constraints that
persisted in 2024 is irresponsible.

Concluding that the Commission should not implement any form of transactability now
and simply observe whether it becomes necessary in the future could enable sellers in certain
market conditions to obtain excessive prices at the expense of California consumers. This will
occur while the Commission waits to see if new evidence convinces them that new rules should
be put in place, allowing transactability. After that determination, it will likely take the
Commission until the following RA year to implement any form of relief for consumers, missing
the opportunity for cost savings from LOT.

B. The Report Materially Understates the Avoided Excess Procurement and
Associated Cost-Savings that Could Be Realized with LOT

As stated in the CalCCA Proposal, data provided in the Report provides evidence of over-
procurement, well beyond the Report’s statement of “modest” over-procurement in the amount
of 262 MW.!7 In fact, the net qualifying capacity (NQC) of September 2025 resources under
contract relative to September 2025 requirements resulted in a net gain of 5,280 MW of NQC
relative to 2024. In addition, CalCCA’s Proposal points out that the storage contracted for
September 2025 could have contributed to meeting system RA at much greater levels than
suggested in the Report, meaning an achieved reserve margin of at least 23 percent, or 2,175
MW of excess thermal contracts, rather than the Report’s stated 17.7 percent. At the current RA
MPB, 2,175 MW of thermal capacity beyond that needed to meet RA obligations is valued at

$24 million for that month alone.'® If instead we assume that the 2,175 MW of highest priced

17 See CalCCA Proposal, at 6.
18 MPB $11.21/kW-month * 2,175 MW * 1,000 (conversion of MW to kW) = $24,381,750. See
2025 MPBs.



RA transactions between the year-ahead and month-ahead deadlines could have been avoided,
the savings would be almost $37 million for the single month. !’

This is demonstrated in Figure 1 through price data from Federal Energy Regulatory
Commission’s (FERC) EQR reports of capacity that was delivered in September 2025. While
capacity is not a clearing market, it is clear that if LOT had been available, even a small
reduction in demand could have significantly reduced prices paid. This is the case because LSEs
would have foregone the prices on the portion of the curve that is highly inelastic. Even a few
hundred MW (the amount that Energy Division estimates was excess for September of 2025) of
decreased demand could have avoided payments above $60/kW-month. 2,175 MW of avoided
RA purchases would have significantly driven the average price down, as LSEs would have

foregone transactions at the highest prices of the curve.

Capacity Transactions ($/kW-mo)
100 -

— September 2025
80 -

60 -

40 -

T T T T T T 1
0 5000 10000 15000 20000 25000 30000 35000
Cumulative Capacity Sold to LSEs (MW)

Figure 1: Distribution of Capacity Transactions with California LSE as Buyer for Delivery in
September 2025

19 Capacity transactions are from FERC electronic quarterly reports (EQR) downloaded from
https://eqrreportviewer.ferc.gov/ and cleaned by CalCCA. Included transactions have California LSEs as
the buyers for delivery in September 2025 with a trade date between November 1, 2024, and July 31,
2025. CalCCA sorted these transactions from highest to lowest price and summed the transaction cost for
the highest priced transactions up to a cumulative capacity of 2,175 MW.
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The Commission should not overlook the conditions present in the market and potential for them
to occur again and become worse. Instead, the Commission should adopt policies such as LOT
that ensure reliability and minimize costs for Californians.

1. Energy Division’s Three Cost Savings Scenarios Significantly
Understate the Potential Benefits of LOT

Energy Division analyzes three scenarios of potential cost savings from LOT. Each is
based on an analysis of the peak month, September, and therefore represents the cost savings of
only that single month. This single-month presentation minimizes fotal potential cost savings,
however, which will likely be on the order of four to six times what Energy Division presents. This
is particularly the case when other constrained summer months and small-magnitude non-summer
month needs, particularly in the early morning and evening hours of winter, are included.

Even with the analysis constrained to a single month, Energy Division estimates the
single-month benefit to range from $2.1 million to $7.6 million.?® A savings of this size is not an
inconsiderable drop in the bucket of affordability. Affordability concerns will not be solved with
a single solution. Safeguarding Californians from high costs must therefore be addressed in every
situation for which a lower cost alternative can be found. In addition and as described below,
CalCCA’s analysis demonstrates that Energy Division’s cost savings scenarios used to analyze
the need for LOT significantly understate the overall value of LOT.

a. Scenario 1 Examining Minimum Excess Procurement Based on
the Most-Constrained Hour is Overly Conservative

Scenario 1 examines the minimum amount of excess procurement based on the most-

constrained hour. As explained by Energy Division, Scenario 1:

20 See Report, at 30.
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[R]eflects an aggregation of portfolios submitted by individual LSEs
and therefore represents the most conservative benchmark in this
analysis. This is because many LSE filings use the storage optimizer
to allocate storage resources based on their individual compliance
needs, including charging requirements. When a storage resource is
no longer useful for meeting a given hour’s RA requirements, the
optimizer excludes it from the filing.?!

By only examining the minimum amount of excess procurement based on the most-constrained
hour, Scenario 1 ignores other hours in which LSEs could have traded load obligations that were
needed for a subset of hours rather than all 24.

During the Workshop, Energy Division justified its analysis by claiming that the only
procurement that would be offset is 24x7 emitting resources because all other resources are
needed to meet other obligations like the Renewables Portfolio Standard (RPS). However, the
Report fails to demonstrate that the LSEs that would have benefited from LOT in the YA and
MA showings would not have been able to meet their RPS requirements. It also ignores
alternative resources that could have been offset, such as RA imports, that are not used to meet
RPS requirements. Unless a significantly more complex analysis is performed, Energy Division
should focus on the issues with RA and the real benefits that LOT can bring. Overall, the
assumptions of Scenario 1 are overly conservative, and the true savings from LOT are likely
much higher than Scenario 1 suggests.

b. Scenario 2 Does Not Utilize Storage in the Most Efficient
Manner and Therefore Understates the LOT Value

Scenario 2 begins to show more realistic savings, but still misses a critical consideration.
While Scenario 2 includes savings of more fully utilizing unshown storage, it does so by treating

the unshown storage as a 24x7 equivalent. This is unnecessary, as the Report’s Figure 6 shows

2 1d., at 26.

12



surplus procurement for 14 hours.?? To assume that the MW of unshown battery storage will be
used over all 24 hours does not fully utilize storage in the hours when LSEs face the largest gross
needs. Applying a lower MW quantity of storage across all hours, rather than applying a higher
MW quantity to the hours of greatest need artificially lowers the value to those LSEs over the
limited hours of higher need. Based on this, it is likely that the stated $4.1 million in savings for
September is understated.

c. Scenario 3 Does Not Optimize Storage and Should Not be
Viewed as Contingent Upon Coordinated Trades

While Scenario 3 is closest to a more complete analysis, it still falls short in two critical
aspects. First, similar to Scenario 2, the analysis converts 16,269 MW hours of unused storage to
a base-load equivalent, assigning its value to a lower MW quantity over all 24 hours rather than
to higher quantities in more needed hours.?* Alternatively, the unused storage could have been
allocated to maximize the avoidable thermal generation, which targets hours of high need, such
as HE 15-23, rather than unnecessarily allocating storage to hours with over-shown resources
like HE 1 — HE 14 and HE 24. Allocating unused storage in the manner shown in Figure 2,
below, achieves a reserve margin of at least 23 percent in all hours of September 2025. It could
also allow 2,175 MW of thermal capacity to be removed while maintaining at least a 17 percent
reserve margin in all hours.?* At the current RA MPB, 2,175 MW of capacity beyond that
needed to meet RA is valued at $24 million for this single month,* or more than three times the

value calculated by Energy Division for the month of September alone.

2 1bid.

23 1d., at 28.

24 CalCCA verified that the charging energy remains sufficient for the storage even after removing
2,175 MW of thermal capacity from the September 2025 portfolio.

25 MPB $11.21/kW-month * 2,175 MW * 1,000 (conversion of MW to kW) = $24,381,750 (based
on Energy Division’s 2025 MPBs).
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Alternative Allocation of Unused Storage

45,000
40,000
35,000
30,000
25,000
20,000
15,000
10,000

5,000

HE 1
HE 2
HE 3
HE 4
HE 5
HE 6
HE 7
HE 8
HE 9
HE 10
HE 11
HE 12
HE 13
HE 14
HE 15
HE 16
HE 17
HE 18
HE 19
HE 20
HE 21
HE 22
HE 23
HE 24

Shown Non-Storage I CPUC Optimized Storage

HE Unused Storage =m@um Re quirements

Figure 2. Alternative Allocation of Unused Storage Allows 2,175 MW of Excess Thermal to
Be Removed in September 2025

Second, Energy Division concludes that the level of savings in Scenario 3 represents:
[T]he maximum theoretical efficiency under centralized portfolio
management, [while] it does not represent an outcome realistically
attainable through bilateral hourly load obligation trading
alone...Without such coordination, decentralized bilateral trading
may not fully capture the modeled diversity benefits.

Appendix A of the CalCCA Proposal addresses the very issue of not using a central entity

along with the loss of efficiency in doing so.?” The analysis demonstrates that, “[f]or the summer

months of 2025, even the uncoordinated trades achieve 80 [percent] of the gains from trade

observed with a sophisticated intermediary to coordinate trades.”?® In just the month of

26 Report, at 30.
27 Effective Mechanisms for Slice-Of-Day RA Trading (Apr. 24, 2025) (CalCCA Whitepaper), at 12-
14, https://cal-cca.org/wp-content/uploads/2025/04/4.24.25 Effective-Mechanisms-for-Slice-of-Day-RA-

Trading.pdf.
28 Ibid.
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September 2025, uncoordinated trades achieve 86 percent of the gains.?’ 86 percent of $24
million is still $21 million for a single month. This analysis is provided in Figure 3, below.
Energy Division makes no mention of this analysis, nor does it try to make their own assessment

of savings under a bilateral market. This affordability benefit should not be overlooked.

2025
Sep
YARA
2000
Long Positions
1750 A Short Positions
=== Uncoord. Trades
1500 4 = Coordinated Trades
1250 1
= .
2 1000
750
I
500
250 l
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Figure 3: Comparison of Uncoordinated and Coordinated Trades in September 2025

2. Energy Division Ignores the Ability for LOT to Optimize Resources
Already Under Contract

The Report also ignores the ability for LOT to optimize resources, including battery
storage, already under contract. Energy Division evaluates only whether LOT was necessary to
achieve compliance with 2025 MA RA requirements. As described above, Energy Division’s
analysis fails to examine the potential to show storage resources more efficiently, which could
have addressed a portion of the MA needs that the YA showing did not meet. This occurs because

an LSE shows only the amount of storage needed to remain compliant in each hour. This often

2 The CalCCA Whitepaper only reports the percentage of the maximum benefit that could be
achievable with uncoordinated LOT for the aggregate of all summer months. To compare our results to
the CPUC report we examined each month individually, and find that 86 percent could be achieved in just
the month of September 2025.
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results in storage being shown for a high-capacity value in one hour and significantly lower in
other hours. In some cases, this is due to the fact that the LSE showing the resource does not have
sufficient excess capacity in hours the battery is not shown to demonstrate charging sufficiency.

If provided the opportunity to engage in LOT, an LSE can trade an obligation such that
its batteries are used more efficiently. Without LOT, an LSE must increase procurement of
resources between the YA and MA processes. This is because the LSE showing storage for one
hour cannot sell that storage to another LSE for any other hour of the day, just as it cannot sell
individual hours of any generating resource. LOT enables this efficiency and resulting
affordability benefits, which the Report clearly demonstrates does not currently exist.

Worse yet, Energy Division categorizes any efficiency gains as a “cost shift.”*° Energy
Division states that 60 percent of RA transactions are sold by LSEs.?! Energy Division then goes
on to describe the cost savings of an LSE participating in LOT using the generally derogatory term
of “cost shift.” Historically, the Commission has asked that the RA program prevent “leaning.”
Leaning is the act of an LSE being short of a reliability requirement but not suffering any
consequences because other LSEs were long meeting the reliability requirement. The act of
leaning typically results in an improper cost shift in which the short LSE benefits by not paying the
cost of reliability while the long LSE overpays for reliability. Characterizing LOT as a cost shift
implies that it is an inappropriate action. In this case, however, LOT is an action that prevents
leaning by allowing the short LSE to compensate the long LSE for meeting the compliance

obligation. In short, LOT can be used to address leaning by allocating costs correctly.

30 See Workshop Presentation, at 23.

31 1bid.
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3. Energy Division Ignores the Impact of YA Penalties on the Cost of
Compliance

The Report also declares that YA deficiencies were “generally modest in magnitude” and
therefore the potential avoidance of such penalties through LOT is not necessary.** This
conclusion first ignores that the penalty mechanism does not consider any non-compliance event
to be “modest.” Rather, LSEs either only meet or fail compliance regardless of magnitude, with a
small exception for penalty points. In other words, the penalty for a 10 MW deficiency in one
hour is assessed the same penalty for a 100 MW deficiency in 24 hours.>* Both deficiencies also
accrue points toward a multiple of the penalty price, resulting in significant penalties. For
community choice aggregators (CCA) and electric service providers (ESP), this penalty could
also result in a prohibition on expansion or the preventing of a community from joining a CCA's
service.** The penalties for noncompliance can be substantial, and dismissing the costs of
deficiencies is therefore a misrepresentation of the complete set of facts. LSEs should be given
the opportunity to avoid them through least-cost procurement, ensuring reliability and
affordability for customers.

4. Energy Division’s Rationales for Questioning Potential Savings of
LOT are Misguided

The Commission's role in regulating RA is to ensure compliance with the requirements of
section 380. This section states that in establishing RA requirements, the Commission shall
“ensure the reliability of electrical service in California while advancing, to the extent possible,

the state’s goals for clean energy, reducing air pollution, and reducing emissions of greenhouse

32 Report, at 6.

33 Assuming the LSEs system RA requirement is 1,000 MW. See footnote 10.

34 The accrual of points is applicable to any violation in excess of 1 percent of the LSEs system RA
requirement.
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gases,” and among other things, “minimize enforcement requirements and costs.”’> Yet Energy
Division ignores this directive, and instead attempts to dismiss the cost savings by stating that
“savings are uncertain given that the majority of avoided procurement would translate to lost
revenue to IOUs, CAISO backstop impacts, and decentralized procurement across 38 LSEs.”

This statement is misguided in that the Commission’s statutory obligation is not to ensure
10U revenues stay intact, but rather that all customers can benefit from meeting the goals of
section 380, including reduced costs for customers overall. Energy Division’s statements ignore
these requirements?’ and the Commission’s existing processes intended to ensure indifference
between bundled service and CCA/ESP service. Energy Division posits that if the CCAs and
ESPs do not have to buy an entire resource from the IOU to meet RA, then the IOU will lose
out.>® This ignores the fact that if an IOU-procured resource is not sold and not used as RA, the
PCIA accounts for this by not providing a credit for the RA. Departed load then pays the net cost
of the contract, which would now be offset only by energy revenues, RPS value, and green-house
gas free value (if a value is used rather than the current IOU allocation). Stated plainly, bundled
load is not paying more because the IOU was not able to sell a resource not needed to meet a
one-in-ten loss-of-load expectation (LOLE) through the RA program.

As discussed in section III.C, below, any California Independent System Operator
(CAISO) backstop impacts also do not prove the lack of benefits of LOT or that LOT does not
result in procurement of sufficient capacity necessary to meet system RA requirements. Rather, it

indicates that the state’s planning processes have been insufficient to reduce dependence on

emitting resources by either replacing them with non-emitting resources or investing in

35 Cal. Pub. Util. § 380 (emphasis added).

36 Workshop Presentation, at 27.

37 Cal. Pub. Util. §§ 365.1, 366.2, and 366.3.
38 Workshop Presentation, at 27.
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transmission to remove the constraint. Indeed, rejecting LOT, which overall can reduce the need
for emitting resources, because the CAISO might provide backstop runs afoul of section 380.
In addition, decentralized procurement across more than 38 LSEs is a feature of today’s
RA market. That is, each LSE, including IOUs, POUs, ESPs, and CCAs, both within and outside
the Commission’s jurisdiction and within and outside the CAISO balancing authority, procures
resources to meet RA needs. The Commission must determine how to work within a market
framework to achieve its clean energy and reliability goals at least cost, as section 380 requires:
In establishing resource adequacy requirements, the commission
shall ensure the reliability of electrical service in California while

advancing, to the extent possible, the state’s goals for clean energy,

reducing air pollution, and reducing emissions of greenhouse

gases.>

Restricting the ability for Commission jurisdictional LSEs to trade on an hourly basis restricts
their ability to leverage the diversity benefits inherent in their loads and resource portfolios,
making it more difficult for LSEs to reduce the amount of emitting resources in their portfolios
while meeting their compliance obligations. This runs counter to section 380(a), which makes
clear that in establishing an RA program to ensure grid reliability, the Commission must, to the
extent possible, also advance the state’s goals for clean energy and reduction of emissions and air
pollution. If the Commission is concerned about Capacity Procurement Mechanism (CPM) and
Reliability Must-Run (RMR) retaining resources that are not needed but for the local area
constraint, then the reliability need should be addressed through the Integrated Resource Plan
(IRP) and Transmission Planning Process (TPP) rather than ignoring opportunities for LSEs to

meet system needs while minimizing RA costs.

3 Cal. Pub. Util. § 380 (emphasis added).
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5. Energy Division is Unnecessarily Dismissive of Indirect Cost Savings
and Benefits Associated with LOT

While Energy Division recognizes that having more competition can place downward
pressure on prices resulting in indirect benefits as well, the Report does not attempt to quantify
this value. Without quantification, the report concludes that there is insufficient benefit to pursue
LOT. Such an omission leads to the wrong conclusion. CalCCA has estimated the indirect
benefits of LOT at $50 million.*° If Energy Division does not agree with this value, it should
conduct analysis to assert a different amount rather than simply omit any value at all.

C. The Report Mischaracterizes Excess Procurement and Leaning as Reliability

and Energy Market Efficiency Features Rather Than Inefficiencies Resulting
in Cost Increases

1. Artificially Constraining RA Transactions to Force Excess
Procurement Deviates from Reliability Targets at Ratepayers’
Expense and Results in Leaning

The Report attempts to justify excess procurement that may result from a lack of hourly
transactability as a “conservative reliability architecture — a feature of the RA program, not a
bug.”*! The inability for LSEs to transact at the same granularity as the compliance requirement,
however, forces LSEs to procure more RA than needed to meet pre-determined reliability
targets, unnecessarily driving up RA procurement costs that fall directly on ratepayers. It also
fails to ensure the costs of this excess procurement are equitably shared by the LSEs that benefit
from the reliability.

Energy Division states that “[v]iewed through a reliability lens, this incremental margin
is not simply ‘excess’ capacity, but represents additional contracted, deliverable resources that

may provide value under conditions that exceed forecasted load.”** This statement ignores that

40 CalCCA Whitepaper, at 6.
4 Report, at 35.
2 1bid.
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the system is planned to a pre-determined reliability standard, intended to represent 1 LOLE in
10 years. This standard is an industry accepted standard of reliability and balances the need to
maintain a reliable system and the incremental costs of making the system increasingly reliable.
A well-designed RA program should not need to rely on over-procurement by LSEs to achieve
grid reliability; thus, the fact that excess procurement is seen as a benefit undermines confidence
with the Commission’s SOD program. Rather than indirectly attempting to pad reliability
standards, the Commission should plan the system to its pre-determined reliability standard
through transparent and thorough vetting of LOLE analysis.

In addition, while the Report claims the excess RA procurement in 2025 is “quite
modest,” CalCCA’s analysis of the data provided in the Report tells a different story. As
discussed above, LSEs procured 2,175 MW of capacity beyond that needed to meet September
2025 RA requirements. This excess procurement is not inconsequential, and is valued at $24
million for the single month of September alone, using the RA MPB.

Energy Division also suggests that allowing hourly transactability could “move the
system closer to the bare minimum PRM threshold...”* Artificially constraining transactions
should not be viewed as a “feature” of the RA program that forces LSEs to procure excess,
subject to severe penalties. As stated in the CalCCA Proposal, this implies an intent to ensure
reliability by making compliance exceedingly difficult and allowing the system to lean on LSEs
that must procure excess RA to meet their SOD requirements, rather than through transparent
and defined reliability standards. This runs counter to the purpose of the RA program, as set by
statute, to maintain — not unnecessarily exceed —a standard measure of reliability, while also

minimizing enforcement requirements and costs. Excess procurement arising from market

4 1bid.
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friction does not follow cost-causation principles. If the system needs more capacity to be
reliable, then LSEs should be required to equitably contribute consistent with their load share
rather than have the capacity arise haphazardly out of an inefficient system.

Overall, the Commission should meet the objectives of section 380 by planning for
predetermined reliability targets established through the Commission’s LOLE study process. The
Commission should then set the planning reserve margin (PRM) to the level that achieves those
reliability targets, rather than by imposing transactional barriers that force arbitrary excess
procurement. While parties may debate inputs, assumptions, and resulting PRM from the LOLE
study, this debate is necessary to ensure a thoroughly vetted and accurate PRM. PRM accuracy is
critical for reliability and affordability, as setting the PRM too low presents reliability risks beyond
a 1-in-10 standard and setting the PRM too high exacerbates affordability issues. A transparent
study process with ample opportunity for party input will help ensure party confidence that the
PRM is accurate.

2. Attempts to Justify Haphazard Excess Procurement by Tying it to a
Competitive Energy Market Are Misguided

The Report further attempts to justify this haphazard excess procurement by tying it to a
competitive energy market, stating:

Resources under RA obligation must offer bids to the energy market
and in doing so they keep a competitive energy market that will
likely clear without price spikes, and hopefully when supply far
exceeds demand in energy markets consumers benefit from energy
market prices that clear as close as possible to marginal cost- which
keeps the energy portion of LSE bills low even if there is a minor
cost to the incremental capacity portion of LSE bills.**

4 1bid.
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The Report further implies that LOT would “expos[e] LSEs to more energy market volatility” by
“reducing reliability margins.”* Energy Division’s concern that LOT would result in a more
volatile energy market is misguided.

The RA program ensures sufficient must-offer obligations to the CAISO market to ensure
a reliable system in all but the most extreme events. The PRM is intended to ensure RA is
procured in sufficient quantities such that the expected LOLE is 1 event in 10 years. During
times of system stress, the CAISO market prices would be expected to rise to reflect supply
scarcity and dispatch resources with higher marginal costs when needed. After receiving bids
from RA and non-RA supply, the CAISO assesses its market for competitiveness and mitigates
supply bids to default levels when market power is detected.

The RA program is intended to ensure the CAISO has sufficient bids to reliably serve
load per the 1-in-10 reliability standard. The CAISO’s energy market rules will ensure such
supply is bid in competitively. LOT preserves reliability standards and does not change must-
offer obligations of RA resources.

Further, Energy Division suggests that the LOT prohibition will effectively regulate the
energy costs to all LSEs. However, the Commission does not and should not regulate non-IOU
LSEs in this manner. Energy Division has no insight into the energy position or energy price
hedging activity that entities other than the IOU are performing. Energy Division therefore
incorrectly presumes that the potential reduction in CAISO energy market clearing prices is a
positive benefit compared to the “minor cost of incremental capacity” for two reasons. First,
Energy Division does not know if non-IOU LSEs are already hedging energy price risk with

other products, making the increased must-offer protection of the incremental capacity

45 1bid.
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duplicative. Second, Energy Division assumes without providing evidence that the additional
capacity is truly a “minor incremental cost” as it provides no information or evidence of the
amount of cost the incremental capacity caused nor the amount of energy cost that having that
incremental capacity saved.

D. The Report Overstates Administrative Burden Concerns

1. Administrative Burden Can be Addressed Through Additional
Personnel or Automation

CalCCA’s Proposal demonstrates how LOT can be implemented within the
Commission’s existing compliance mechanisms,*® allowing Energy Division to validate LOT
showings within the existing templates. CalCCA’s Proposal also includes guardrails that could
be initially implemented to help keep validation efforts manageable.

While LOT can be implemented within existing compliance mechanisms, as stated in
CalCCA’s Proposal, the RA program’s compliance and validation process has become
increasingly complex and has likely outpaced the functionality of Excel spreadsheets.*’ The
Report finds that LOT would “introduce additional complexity into the RA compliance
process...new validation steps, increased coordination across LSEs, and additional Staff review
within already constrained compliance timelines.”*® Given the significant benefits that could be
achieved by LOT, and the significant impact the RA program has on reliability and affordability,
the Commission should seek to hire additional personnel to conduct RA compliance activities
and/or improve compliance tools to minimize administrative burden on Energy Division staff

and reduce filing errors that require correction. In the interim, the Commission can consider the

46 See California Community Choice Association’s Proposals on Track 3, R.23-10-011 (Jan. 17,

2025) (CalCCA Track 3 Proposals), at 11-18,
https://docs.cpuc.ca.gov/PublishedDocs/Efile/GO000/M553/K679/553679242.PDF.
4 See Proposal, at 11.

48 Report, at 7.
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guardrails proposed in CalCCA’s Proposal that would limit the amount of LOT and increase the
time to validate showings until such increased staffing and automation can occur.

2. LOT May Be More Feasible for LSEs Than Other Types of
Transactions

Energy Division claims LSEs may be reluctant to use LOT if it increases their risk of
noncompliance with CAISO requirements.*’ As described below, the risk of noncompliance with
the Commission’s program is significantly more severe than the risk of noncompliance with
CAISO requirements. In addition, LOT may simplify transactions by not involving multiple
counterparties, suppliers, and other LSE(s) in the transaction. It also provides an alternative to
trading entire resources, which may not be feasible if a resource is needed for some hours of an
LSE’s SOD requirements but not others. LSEs may, therefore, be more willing to engage in LOT
than other types of transactions to fill marginal open positions or sell excess.

III. RESPONSES TO THE WORKSHOP’S SOD TRANSACTABILITY DISCUSSION
QUESTIONS

During the Workshop, Energy Division presented several questions for parties to discuss
related to SOD transactability. As CalCCA expressed in the Workshop, many of these questions
distract from the core issues or raise broader, cross-proceeding issues that are not central to
hourly transactability. In addition to the verbal responses provided during the Workshop,

CalCCA provides responses to each question below.

A Report, at 40.
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A. Portfolio Optimization and Market Structure — Many of the benefits of
hourly load obligation trading assume a more centralized or coordinated
portfolio optimization across LSEs. Given that the RA market currently
operates across 38 LSEs conducting bilateral trades, how do parties expect
these efficiencies or diversity benefits to be realized in practice?

As discussed in section II.B. above, many of the LOT benefits can be achieved without a
more centralized or coordinated portfolio optimization across LSEs. With the increased
complexity of SOD trading in a bilateral market, transactability tools are necessary to simplify
trading to manage the risk that LSEs forgo trading and instead purchase additional unnecessary
external RA products, at the expense of ratepayers. LOT provides a simple pathway for LSEs to
achieve many of the same benefits of coordinated trades without the need for an intermediary.

During the Workshop, some parties asked whether the same benefits could be realized
through existing mechanisms, such as monthly resource trading, rather than hourly load trading.
While theoretically, existing mechanisms may be able to address the misalignment of hourly
requirements and monthly obligations, in reality, the outcomes of the 2025 SOD showings
indicate that existing mechanisms are insufficient to minimize inefficiencies associated with the
SOD program.

There is likely too much market friction involved for existing mechanisms to
significantly reduce the inefficiencies observed in the 2025 showings under such a complex RA
program. Monthly resource trades may require multiple steps to reach compliance for all parties
involved. One-for-one swaps between two LSEs and two resources are more likely to simply
transfer compliance from one LSE to another, leaving one LSE compliant and the other short. It
is also more likely that multiple layers of swaps would be required for each LSE to reach
compliance. There is also less motivation for those holding resources to conduct swaps because
they are already compliant and would take on additional transaction costs (in time and money)

and potentially take on risk by involving multiple counterparties, the suppliers and other LSE(s)
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in a transaction. Conversely, there is more motivation for those holding load to transact with
each other because the transaction is targeted to the hour(s) and quantity needed rather than
finding complex combinations of resource swaps that fulfill both parties’ needs.
B. Interaction with other procurement programs -- How would load obligation
trading impact LSE procurement decisions and planning across other CPUC

procurement compliance programs — RPS, MTR obligations, RCPPP
development?

CalCCA anticipates LOT will be used to fill marginal deficiencies after first procuring
resources to fill open positions. As Energy Division notes, LSEs have multiple compliance
obligations from the Commission in addition to RA obligations, including the RPS, Mid-Term
Reliability (MTR) and other IRP procurement orders, and in the future, the Reliable and Clean
Power Procurement Program (RCPPP) obligations. LSEs optimize their procurement across all
of these programs to develop portfolios that most efficiently meet all of these obligations.
Allowing transactions at the same granularity as the requirement is the only true way for LSEs to
shape their portfolios to their obligations under SOD. Therefore, if after procuring resources to
meet their many compliance obligations, LSEs have marginal gaps in SOD positions, they
should be able to engage in load obligation trades to fill those positions to protect customers
against compounding compliance costs.

During the Workshop, parties discussed whether a potential multi-year RA framework
could address the need for hourly obligation trading by allowing LSEs to plan their procurement
for RA needs further out. As an initial matter, it is premature to contemplate how a multi-year
RA framework implicates LOT. The concept of multi-year system RA is in the very early stages
of development, unlike the hourly load obligation topic which has been in the record for roughly
five years. Multi-year system RA has been discussed within the IRP’s RCPPP effort, but the

Commission has not yet ruled on it.
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If multi-year system RA is adopted in the future, it will not resolve the same issues LOT
is intended to address. SOD requirements are unique across compliance programs. While
CalCCA supports the alignment of RPS, IRP, and RA programs to the extent possible, and LSEs
will co-optimize procurement as much as possible to meet these requirements cost effectively,
other compliance requirements may not perfectly align SOD requirements. Even if future
compliance programs, like RCPPP, align with SOD, RA requirements will evolve as the need
gets closer, due to changes in forecasted load, resource counting, or other factors. It is not
possible to perfectly predict an LSE’s RA requirements years in advance because the inputs into
the requirements are fluid. When LSEs can reduce RA costs utilizing load obligation trades
rather than procuring new resources, they should be able to do so.

C. Interaction with Local Reliability — How will the potential savings of a load

trading obligation mechanism interact with the local requirements, the local
CPE structure and CAISO backstop mechanisms (CPM and RMR).For

example, if most local gas is needed to meet local needs but not system needs
how could procurement for these 24 x 7 resources be avoided?

1. LOT Provides Benefits Irrespective of the Necessity of the Local Gas
Fleet to Meet Local RA Requirements

In the Workshop discussion and the Report, Energy Division implies that if gas
procurement cannot be avoided due to local constraints, the benefits of LOT may not materialize.
LOT can provide benefits regardless of whether the gas fleet is needed for local reliability. In
recent years, system RA supply has been extremely tight. Under these conditions, LSEs, rather
than central procurement entities (CPE), have often contracted with local resources because they
are needed to meet their system requirements. LSEs faced exorbitant RA prices, and some faced
severe penalties for non-compliance despite good faith efforts to comply. LOT will allow LSEs to

transact in a manner that ensures they meet their requirements without penalty when the system
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overall is sufficient. The ability to do so is especially important during periods of tight supply
conditions, when bi-lateral market frictions can impede compliance and expose LSEs to penalties.

If local resources are needed to meet local needs but not for system needs, then the CPEs
may procure them. This outcome follows more closely with cost causation principles, meaning
all LSEs that benefit from the local reliability provided by the resources will receive an
allocation of costs and benefits via the cost allocation mechanism (CAM). The Commission
should not artificially constrain LSE ability to transact to indirectly force LSEs to buy resources
that meet an obligation they do not have. Doing so creates leaning, in which one LSE is paying
for a resource they otherwise would not have needed for the benefit of all LSEs in a local area,
rather than allocating the costs and benefits to those who benefit.

CalCCA strongly supports the Commission evaluating resource and transmission
solutions to reduce the reliance on emitting resources in local areas.’® This will require
coordination between the RA, IRP, transmission planning, and land use planning processes to
identify the most cost-effective and feasible combinations of resources and transmission. The
Commission should not delay the adoption of LOT while this coordination occurs. LOT will
provide LSEs opportunities to avoid penalties when system RA is scarce or to avoid costs of
procuring other resources, such as imports, to manage ratepayers’ RA costs. Further, as local
constraints begin to alleviate, LOT will help accelerate the transition away from an aging

emitting fleet once it is no longer needed.

50 See California Community Choice Association’s Comments on the Order Instituting Rulemaking,

R.25-06-019 (Aug. 1, 2025), at 15-16,
https://docs.cpuc.ca.gov/PublishedDocs/Efile/G000/M575/K041/575041363.PDF.
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2. CalCCA’s Proposal is Designed to Keep CAISO Backstop
Mechanisms Unchanged

The CAISO can continue to rely on its backstop mechanisms to ensure sufficient RA with
no changes resulting from hourly load obligation trades. While the LSE trading its obligation to
another LSE risks being allocated backstop costs from the CAISO even if it is compliant from a
SOD perspective, this is a risk LSEs should be able assess and determine whether to trade
obligations based upon that assessment.>! The Commission’s penalties are much more severe
than CAISO CPM costs, including a financial consequence with a multiplier effect for multiple
infractions and, for CCAs and ESPs, a potential limitation on expansion. LSEs should be able to
assess the risk of receiving CAISO CPM cost allocations if the CAISO does not recognize hourly
load obligations and weigh those risks against the penalties for non-compliance at the
Commission.

As the Report notes:

[H]ourly load obligation trading should not create aggregate system
deficiencies, since such trades net to zero across the system and do
not reduce total RA requirements. Because the counterparty
assuming additional load would be required to demonstrate
sufficient resources to CAISO to serve that load, obligation trades

would preserve overall system adequacy from a reliability
perspective.>?

The proposal keeps overall RA requirements intact and preserves the reliability function of the RA
program, meaning the CAISO would not need to rely on backstop procurement any differently as a
result of the trades. If hourly load obligation trades allow LSEs to more cost-effectively meet

reliability requirements, LSEs should be able to leverage them to enhance RA affordability.

S See CalCCA Track 3 Proposals, at 5.
52 Report, at 40.
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During the Workshop, Energy Division asked if the use of LOT could lead to CAISO
backstop through either CPM or RMR if a resource needed for local area reliability was not
under contract to an LSE. There are several mechanisms available that may address this concern.
First and foremost are the IRP and the TPP. CalCCA has consistently stated that the IRP and
TPP must do a better job of planning for a non-emitting grid and must address locally
constrained areas as these areas are currently reliant on a significant amount of gas-powered
resources. This planning must include the cost and feasibility of new transmission to relieve the
constraint and the cost and feasibility of replacing the emitting resources in the local area with
non-emitting resources. The failure to address this critical issue is not a reason to reject LOT. If
resources needed for local reliability are not needed by LSEs for RA, then the IRP and TPP have
not kept up with market conditions and California’s SB 100°* goals.

Second, the Commission currently uses a CPE for two of the three IOU areas to procure
local resources. If local area resources needed for local reliability are not procured by LSEs, then
it would be expected that the CPE would procure them and allocate the costs and attributes.

Finally, if LSEs have not procured them, and the CPE also has not procured them (either
because they were not offered or the price they were offered at is indicative of market power),
then the CAISO can backstop. CAISO backstop has the advantage that its FERC jurisdictional
tariff employs market power mitigation by either a soft-offer cap on CPM or by a negotiated
cost-based rate through RMR. In any event, the cost of the CPM or RMR should not be viewed
as an offset to the reduction in RA costs due to LOT. Instead, it should be viewed as an
indication of a different problem. If the CAISO experiences a high volume of CPM and/or RMR

while LSEs continue to meet their RA needs, it is a clear indication that the IRP and TPP have

53 Senate Bill 100 (SB 100) (De Leon, Chapter 312, Statutes of 2018),
https://leginfo.legislature.ca.gov/faces/billNavClient.xhtml?bill id=201720180SB100.
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failed to plan for the clean grid that Californians have indicated they desire and not that LOT
caused a different cost to be incurred.
D. Multi-year contracting — Given that many LSEs already rely on multi-year

contracts with existing generation, how would obligation trading translate into
aggregated load cost savings rather than simply shifting costs among LSEs?

During the Workshop, Energy Division mischaracterized LOT as a “cost shift” rather
than an opportunity to prevent leaning while effectively enabling LSEs to comply. As CalCCA
discussed during the Workshop, meeting RA needs will always have a temporal element. Some
needs are met with long-term contracts (i.e., ten years or longer), mid-term contracts (typically
three-five years), and short-term contracts (as short as a month and generally up to a year). This
process is important for two reasons.

First, load changes from consumer behavior, growth, or migration, and resources under
mid- and long-term contracts experience outages. These changes have effects on LSEs” RA
requirements and positions and cannot be fully anticipated in the mid- and long-term horizons. It
is inevitable that some procurement will be made in the short-term as knowledge of load and
resources improves.

Second, the cost of resources changes with market conditions over time. Even the IOUs’
bundled procurement plans recognize this impact and employs a “ratable rate” procurement
method. This method increases or decreases procurement based on prices, portfolio position, and
time to actual market operation.

It is therefore unlikely that LSEs will turn to strictly mid- and long-term contracts, which
Energy Division posits would reduce the need for LOT because all resources are under contract
through mid-and long-term contracts. The short-term market therefore should provide LSEs with

the necessary opportunity to transact load obligations to meet reliability requirements at least cost.
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E. Procurement Processes and RFO Design — What changes, if any, would be
needed to LSE procurement processes and RFO evaluation metrics if a load
obligation trading product were introduced? For example, would LSEs need
to adjust how they evaluate hourly portfolio value, reliability attributes, or
least-cost best-fit criteria?

It is very likely that LSEs will evaluate load obligation trades in their requests for offers
(RFO), and other procurement processes, such as broker transactions and direct bi-lateral
transactions. Incorporating changes in markets and products has happened in the past and will
continue to happen. Some of those changes have come from Commission actions, such as the
SOD RA requirement and the implementation of the Voluntary Allocation and Market Offer.
Others have come from changes in CAISO market design that change products and value of
resources in the market, such as the implementation of the flexible ramping product. These are
natural evolutions as entities seek to value the specific attributes of a product within the market.

F. Effective PRM Framework — How would the existence of the Effective PRM

framework affect the expected benefits identified in the ED and CalCCA
analyses? If the Effective PRM is designed to provide an additional buffer of

reliability beyond the 17% PRM, does this reduce or change the potential
reliability or cost benefits attributed to a load obligation trading mechanism?

The effective PRM is already increasing the cost of RA by placing more demand in the
market to go beyond the level of reliability that RA was designed to achieve. Regardless of
whether an effective PRM is used, having more options to meet compliance obligations will help
LSEs choose the least-cost set of options to meet reliability requirements affordably for
customers. It is possible that LOT puts less pressure on market prices, so the cost of excess
procurement through the effective PRM mechanism is less invasive.

As stated in section I1.C. above, CalCCA supports the Commission planning to a pre-
determined reliability standard and implementing that standard through the PRM. This approach
will minimize market distortions created by the effective PRM, increase the transparency and

accuracy of the PRM, and ensure equitable allocation of RA requirements.
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G. What additional factors or sensitivities could improve Energy Division’s cost-
benefit analysis of load obligation trading?

Energy Division should provide dollar-cost estimates for implementing LOT. Thus far,
Energy Division has stated:
[A]lthough CalCCA’s proposal seeks to build upon the existing
SOD framework, implementation would require meaningful
modifications to the validation process. The shift from fixed to
effectively variable obligations during the compliance window
would prompt necessary changes to the review process that warrant
careful consideration.>*
It does not provide the implementation cost component of the cost-benefit comparison, despite
concluding that benefits of LOT do not outweigh the costs.>
Energy Division should provide a cost estimate for the personnel and/or automation
required to validate showings with LOT. This will enable a true cost/benefit assessment rather
than comparing estimates of benefits to descriptions of potential costs.
IV.  CLARIFICATIONS TO CALCCA’S PROPOSAL AND ANALYSIS
A. A Revised Evaluation of 2025 RA Showings Compared to 2024 RA Showings
Still Demonstrates Significant Incremental Spending to Meet SOD
Requirements
During the workshop, CalCCA presented a comparison of the amount of RA shown in
2025 necessary to meet SOD, compared to the amount of RA shown in 2024 pre-SOD. Energy
Division disputed CalCCA’s conclusions as a result of the comparison, stating that wind and

solar resources are accounted for differently between 2024 and 2025. The CAISO data used in

the analysis uses the exceedance value in the peak hour for 2024 RA showings and effective load

54 Report, at 38-39.
53 Id., at 44 (“Staff conclude that the potential benefits of such a mechanism do not justify the added
complexity and risk of unintended consequences associated with its implementation.”).
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carrying capability (ELCC) for 2024 showings.>® Energy Division stated that, as a result,
CalCCA’s analysis overestimated the additional RA required to meet SOD.

To address these concerns, CalCCA reevaluated the data and made conversions of the
value of wind and solar shown in 2025 from exceedance to ELCC to account for these resources
on an apples-to-apples basis. This involved using the same CAISO data to convert the 2025
showings to installed capacity and then converting the installed capacity to a 2024 ELCC value
used in the 2024 RA process.’’ Given the volume of data required to perform this calculation,
CalCCA evaluated September and then applied the ratio to the remaining six months to estimate
the increased RA spend needed to meet SOD.

Table 1, below, shows the revised calculation. While not at the level of the prior analysis,
$130 million in incremental spending to meet SOD requirements is still significant; particularly
so considering the peak RA requirement in September 2025 was 1,510 MW lower than the same

period in 2024.

56

See CAISO Historical Resource Adequacy Showings Aggregate Data.
37 See CAISO 2024 Final NQC List: https://www.caiso.com/documents/final-net-qualifying-
capacity-report-for-compliance-year-2024 .xIsx.
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Prior Assessment |Wind and solar ELCC
September September

Prior to SOD (% of target shown) 2019 -2024 100% 100%

SOD (% of targe shown) 2025 114% 105%

Difference 14% 5%

12025 RA Requirement (MW) | 52,001 | 52,001

Amount of Procuremen.t in 2025 Beyond the 7219 2780

Normal Procurement in 2019-2024 (MW)

2026 RA Market Price Benchmark (S/kW-mo) S 11.21 | S 11.21

Total Incremental Cost (S/mo) S 80,929,640 | S 31,161,183
| Percent of Prior Assessment 39%|
| Prior Total Incremental Cost Estimate $ 338934910 |
| Revised Total Incremental Cost Estimate S 130,503,644 |

Table 1: Average Procurement to RA Target ELCC

B. The Interim 25 Percent Cap on LOT Should be Based Upon Peak Load and
Apply Cumulatively

During the Workshop, one party asked how CalCCA’s proposal will apply the 25 percent
limit on the amount of load an LSE can transact, given the proposal does not define a specific
methodology for calculating the 25 percent cap for each LSE. CalCCA recommends that the
Commission apply the limit by applying 25 percent to the LSE’s peak load for the month. Any
hourly load transaction in any hour for the month would then count towards the 25 percent limit.8

C. The Commission Should Treat an IOU Purchase of a Load Obligation for
PCIA the Same as it Treats a Sale of Capacity

During the workshop, Energy Division raised the issue of how a load obligation trade

entered into by an IOU would be treated in the PCIA. To address this, the Commission could

58 CalCCA’s proposal also includes a de minimis threshold allowing LSEs with RA requirements

less than 200 MW to trade up to 50 MW of their obligation and a requirement 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, if the Commission is concerned about administrative burden of multiple load obligation trades.
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look to existing mechanisms. Presently, if an IOU sells RA capacity, it credits the revenue to the
PCIA with no offsetting debit to bundled load. That is, all parties paying the PCIA benefit pay
the costs of that RA, but all benefit from the revenues of the associated LOT revenue; the PCIA
thus reflects only net costs or benefits. This accounting treatment would ensure that all customers
paying the PCIA will benefit from IOU optimizing its portfolio by engaging in LOT, and the
transaction would improve market efficiency for RA capacity in general.

V. CONCLUSION

CalCCA respectfully requests consideration of the comments herein and looks forward to
an ongoing dialogue with the Commission and stakeholders.

Respectfully submitted,

Jeanndolic

Leanne Bober,
Director of Regulatory Affairs and Deputy
General Counsel

CALIFORNIA COMMUNITY CHOICE
ASSOCIATION

March 16, 2026
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