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SUMMARY OF RECOMMENDATIONS'

CalCCA recommends that the Commission:

e Defer the development of an IOU-led DER orchestration framework and expand the
scope to evaluate all DSO models as discussed in the OIR to ensure any decision on
the DSO framework is based on an adequate record; and

e Adopt the following DSO foundational guiding principles in addition to those set
forth in the Ruling before deciding on a DSO framework: (1) nondiscriminatory
market access, operations, and dispatch; (2) independent monitoring and oversight of
the DSO and market functions; (3) optimization of existing distribution grid capacity
before authorization of capital investments; (4) competitive neutrality of the DSO and
marketplace operator; (5) fair compensation for DER flexibility services; and (6)
timely access to accurate customer usage, DER, integration capacity analysis, and
grid data.

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

il



BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF CALIFORNIA

Order Instituting Rulemaking to Modernize
the Electric Grid for a High Distributed R.21-06-017
Energy Resource Future.

CALIFORNIA COMMUNITY CHOICE ASSOCIATION’S COMMENTS IN RESPONSE
TO THE ASSIGNED COMMISSIONER’S RULING ON TRACK 1 AND TRACK 2
DISTRIBUTED ENERGY RESOURCES ORCHESTRATION
California Community Choice Association? (CalCCA) submits these comments pursuant to
the Assigned Commissioner’s Ruling on Track 1 and Track 2 Energy Resources Orchestration 3
(Ruling), dated March 23, 2026, and the Email Ruling Granting Request for Extension on
Comments and Workshop,* dated April 3, 2026. The Ruling seeks responses to questions regarding

an approach for developing a Distributed Energy Resources (DER) Orchestration Framework.

I INTRODUCTION

The development of an effective, coordinated approach to DER operations offers
significant opportunities to reduce costs, lower bills, improve reliability, avoid expensive grid

investments, minimize energization times, and achieve electrification goals. California has

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 Ruling on Track 1 and Track 2 Distributed Energy Resources
Orchestration, Rulemaking (R.) 21-06-017 (Mar. 23, 2026),
https://docs.cpuc.ca.gov/PublishedDocs/Efile/G000/M602/K997/602997407.PDF.

4 Email Ruling Granting Request for Extension on Comments and Workshop, R.21-06-017 (Apr. 3,
2026), https://docs.cpuc.ca.gov/PublishedDocs/Efile/G000/M603/K941/603941311.PDF.
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experienced tremendous growth in the adoption of behind-the-meter DERs, particularly electric
vehicles, battery energy storage systems, and intelligent devices. Harnessed effectively, these
resources can provide valuable services to optimize existing grid capacity, improve reliability,
and reduce the need for costly grid upgrades. The Ruling seeks Party input on a framework for a
distribution system operator (DSO) to orchestrate DERs to accomplish these objectives and
proposes a set of guiding principles to shape this framework. CalCCA supports many of the DSO
operational needs and priority areas identified in the Ruling.

Significantly, however, CalCCA is concerned about the Ruling’s direction to advance the
DSO led through the investor-owned utilities (IOU), given that no Decision has been adopted
and no record has been developed to identify whether IOUs should be considered the default
option for the DSO function of DER orchestration. Until the Commission develops an adequate
record regarding DSO options, including examining other independent DSO options, the focus
should not be directly on developing the IOU-led DER Orchestration model, but rather should be
on the foundational principles and necessities required to ensure all DER participants can
transparently, effectively, and equitably engage in the DSO framework.

In addition to responding to the Ruling questions, CalCCA first provides general
comments and recommendations herein on the proposed framework. As set forth below, CalCCA
recommends that the Commission:

e Defer the development of an IOU-led DER orchestration framework and expand the

scope to evaluate all DSO models as discussed in the Order Instituting Rulemaking

(OIR) for this proceeding” to ensure any decision on the DSO framework is based on
an adequate record; and

5 Order Instituting Rulemaking to Modernize the Electric Grid for a High Distributed Energy
Resources Future (OIR), R.21-06-017 (July 2, 2021),
https://docs.cpuc.ca.gov/PublishedDocs/Published/G000/M390/K664/390664433.PDF.
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e Adopt the following DSO foundational guiding principles in addition to those set forth
in the Ruling before deciding on a DSO framework: (1) nondiscriminatory market
access, operations, and dispatch; (2) independent monitoring and oversight of the DSO
and market functions; (3) optimization of existing distribution grid capacity before
authorization of capital investments; (4) competitive neutrality of the DSO and
marketplace operator; (5) fair compensation for DER flexibility services; and (6) timely
access to accurate customer usage, DER, integration capacity analysis, and grid data.

II. THE COMMISSION SHOULD DEFER THE DEVELOPMENT OF AN IOU-LED
DER ORCHESTRATION FRAMEWORK AND EXPAND THE SCOPE TO
EVALUATE ALL DSO MODELS AS DISCUSSED IN THE OIR TO ENSURE
ANY DECISION ON THE DSO FRAMEWORK IS BASED ON AN ADEQUATE
RECORD

The Commission’s direction to move forward with the exploration of IOU-led DSO
orchestration wrongly assumes that other DSO models have been adequately considered in this
proceeding, despite the OIR’s direction to do so. While Public Utilities Code section 399.2 gives
I0OUs the authority to operate the distribution grid, it does not extend that authority to the
orchestration and dispatch of customer- and non-IOU-owned DERs on the distribution grid.® Nor
has there been any Commission decision that the [OUs should perform the DER orchestration
function of a DSO. Therefore, instead of continuing to assume IOUs will lead DER
orchestration, the Commission must continue to build the record for establishing the DSO
framework through workshops and party comment opportunities before deciding on the entity
responsible for the implementation of the adopted framework and various DSO functions.

As set forth in more detail below, the OIR and a subsequent Ruling’ in this proceeding
highlighted concerns about the conflict of interest inherent in the IOU business model. Parties to

the proceeding have similarly raised concerns, as summarized below, about potential conflicts of

6 See Cal. Pub. Util. Code § 399.2. All section references herein are to the California Public
Utilities Code unless otherwise specified.

7 Administrative Law Judge’s Ruling Seeking Comments Regarding Future Grid Study (FGS)
Report (FGS Ruling), R.21-06-017 (Oct. 17, 2024),
https://docs.cpuc.ca.gov/PublishedDocs/Efile/G000/M543/K421/543421872.PDF.
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interest arising from IOUs serving as the DSO, including during the Future Grid Workshop
series and in comments. There are also test cases that should be further explored in this
proceeding, particularly regarding the significant growth in the number and trade volume of
flexibility marketplaces, such as in the United Kingdom (UK). As discussed in greater detail
below, the Commission should continue to build the record in the proceeding before directing the
development of a DSO framework.

A. The Commission and Parties Have Identified Significant Unresolved Concerns
Over the Potential Conflict of Interest for IOUs Serving as the DSO

The Ruling presents an approach to developing a DSO framework in which the IOUs will
function as sole DSOs and orchestrate DERs. However, the Ruling fails to direct the evaluation
of alternative DSO frameworks and unjustifiably assumes the IOUs will serve all DSO roles,
including the DER orchestration function. The record in the proceeding includes multiple
unaddressed concerns raised by the Commission and by parties about the inherent conflict of
interest built into the existing IOU business model, which prioritizes capital investments over
procuring DER flexibility services. For example, the OIR noted these concerns, stating:

[t]he current cost recovery and investment structures for electric
distribution systems focuses on large capital investments. A high-
penetration DER structure could reduce overall IOU rates of return.
For an IOU-administered DSO to be successful, performance

incentives not tied to capital investments may be needed, or there
may be a need for a third-party DSO administrator.®

The DNV GL Overview of DSO Models study (DNV Overview), included as Appendix
B in the OIR, illustrates features of different DSO models, including IOU-led and third-party-led

DSOs, and highlights the inherent IOU bias towards capital investments:

8 OIR, at 11-12 (emphasis added).



.. . 1t is important to note that utilities primarily have the obligation
to serve and they are optimized for managing grid stability and
operations to deliver energy to customers. They also are incentivized
to earn a rate of return from capital investments, instead of procuring
DER services.’

Presumably addressing the need for incentive mechanisms to mitigate these identified
conflicts of interest, the Ruling seeks input on a potential valuation framework and a shared
savings mechanism (SSM). However, the Ruling fails to address the extent to which the
Commission expects these measures to mitigate the IOUs’ incentive to make capital investments
and instead procure DER services.

The November 15, 2021, Assigned Commissioner’s Scoping Memo and Ruling

appropriately scoped these very issues, asking:

1. How do alternative DSO models compare in their ability to
plan and operate a high DER grid, unlock economic
opportunities for DERs to provide grid services, limit market
power, reduce ratepayer costs, increase equity, support grid
resiliency, and meet State policy objectives? [and] 2. Should the
Utilities be incentivized to cost-effectively prepare for
widespread DER deployments? If so, how?!°

The Commission hosted an initial workshop titled “Evaluating Alternative Distribution System
Operator Models for California,”!! based on a Gridworks white paper!'? of the same title.

However, a 2023 Amended Scoping Ruling abruptly amended the Track 2 scoping questions to

? OIR, Appendix B, at 82,
https://docs.cpuc.ca.gov/PublishedDocs/Published/G000/M392/K348/392348813.pdf.

10 Assigned Commissioner’s Scoping Memo and Ruling, R.21-06-017 (Nov. 11, 2021), at 6,
https://docs.cpuc.ca.gov/PublishedDocs/Efile/G000/M422/K949/422949772.PDF.

1 Gridworks Workshop Summary, Evaluating Alternative DSO Models for California Workshop,
R.21-06-017 (May 2, 2022), https://gridworks.org/wp-content/uploads/2022/07/Gridworks-May-3-DSO-
Workshop-Summary-final.pdf.

12 Gridworks Whitepaper, Evaluating Alternative Distribution System Operator Models for
California (Mar. 2022), https://gridworks.org/wp-content/uploads/2022/03/Evaluating-Alternative-DSO-
Models-for-California.docx.pdf.
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assume the IOUs would serve as the default DSO.!® Notably, there was no opportunity for non-
IOU parties to comment on the amended Track 2 scoping questions. The Ruling omits this
critical procedural history, and the record lacks any explanation for the amended scope.

The Ruling is also silent on other DSO frameworks that could reduce or eliminate the
inherent conflict of interest in an [OU-led DSO framework, despite information presented during
the FGS Workshop series and in party comments on the FGS Report on alternative models. The
record in the proceeding demonstrates that there is significant disagreement among parties on the
appropriate framework for the DSO, as evidenced in the FGS Ruling:

Following Workshop 1, the workshop series highlighted a diverging
approach to long-term visions for a High DER Future between the
I0OUs’ top-down “grid orchestration” approach where DSOs are

central in coordinating DERs and the bottom-up, open-access vision
recommended by other stakeholders. '*

Among the parties strongly supporting an open-access approach to the distribution grid in
its Comments on the FGS Ruling, CalCCA argues that the “top-down, grid orchestration
approach favored by the IOUs perpetuates IOU market control, potentially limiting the pool of
available DERs to support grid operations and offset grid investments.”!> Other parties also

support exploring alternative DSO models in their FGS Ruling Comments:

13 Assigned Commissioner’s Amended Scoping Memo and Ruling, R.21-06-017 (Aug. 11, 2023), at
6-7, https://docs.cpuc.ca.gov/PublishedDocs/Efile/GO00/M516/K786/516786462.PDF.

14 FGS Ruling, at 5-6.

15 See, e.g., CalCCA’s Comments on Administrative Law Judge’s Ruling Seeking Comments
Regarding FGS Report (CalCCA FGS Report Comments), R.21-06-017 (Dec. 6, 2024), at 3-5,
https://docs.cpuc.ca.gov/PublishedDocs/Efile/GO00/MS548/K361/548361442.PDF.
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e Green Power Institute: “Continuing IOU control of most aspects of DER grid
operations may be unwise given abundant evidence that IOUs have misaligned
incentives to create the future grid vision that GPI and other parties have offered,”
and recommending a third-party DSO with “no financial stake in infrastructure
investments and no incentive to favor utility-owned resources over customer or
community-owned DERs” who would be better positioned to implement open access
and neutrality while ensuring fair competition between all resources (owned by the
utility, customers, or a community).'®

e Utility Consumers’ Action Network: “The regulated business model of a [Distribution
Network Operator], which derives profit from network investments, directly conflicts
with the need to promulgate markets and dynamic price signals that enable DERSs to
lower peak loads and provide grid services as an alternative to network investments.
To keep costs manageable for ratepayers and maintain rates at a level that supports
continued electrification in a High DER Future, other organized electricity markets
have addressed this financial disincentive by evolving regulated utility business
models in ways that are intended to ensure a fair return while also incentivizing
utilities to operate efficiently.”!”

e The Climate Center, Center for Biological Diversity, Clean Coalition, Microgrid
Resources Coalition, Green Power Institute, and 350 Bay Area: “the need to upgrade
distribution operations should be based to a large extent on our expectations about
DER growth and participation. The Joint Parties believe that to unlock the greatest
benefits from DERs, including but not limited to all the participation modes identified
in the section on animating distribution level markets, it is necessary to shift from a
top-down to a bottom-up resource planning approach.”!8

An open-access grid requires a market to match flexible capacity needs with flexible
resource providers. The proposed IOU-led DSO framework will effectively have the IOUs serve
as a marketplace operator, while retaining ownership and control of the distribution grid and

deciding which resources will be selected to provide flexibility services. Because of the inherent

16 Green Power Institute Opening Comments on FGS Report, R.21-06-017 (Dec. 6, 2024), at 16,
https://docs.cpuc.ca.gov/PublishedDocs/Efile/GO00/M548/K362/548362230.PDF.
17 Comments of the Utility Consumers’ Action Network (UCAN) on Administrative Law Judges’

Ruling Seeking Comments Regarding FGS Report, R.21-06-017 (Dec. 6, 2024), at 4-5,
https://docs.cpuc.ca.gov/PublishedDocs/Efile/GO00/M548/K362/548362344.PDF.

18 The Climate Center, Center for Biological Diversity, Clean Coalition, Microgrid Resources
Coalition, Green Power Institute, and 350 Bay Area (the “Joint Parties”’) Opening Comments on the
FGS, R.21-06-017 (Dec. 6, 2024), at 10,
https://docs.cpuc.ca.gov/PublishedDocs/Efile/G000/M549/K797/549797792.PDEF.
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bias created through an IOU-led DSO, the Commission must continue exploring alternative DSO
frameworks.

B. An IOU-Led DSO Model Deviates from FERC Findings on Market
Independence

In addition to conflict-of-interest concerns, an IOU-led DSO framework raises questions
about market independence which has been addressed the Federal Energy Regulatory Commission
(FERC) in its findings on regional transmission organizations (RTO) and independent system
operators (ISO). The Commission should look to FERC’s rulings on market independence for
RTO/ISOs to guide its exploration of a DSO framework to ensure fair and open market access and
avoid conflicts of interest or the ability for market participants to exert market power. Indeed,
similar to dispatch of the transmission system, IOUs will have a vested interest in the outcome of
DSO dispatch decisions because IOUs will presumably continue to own or contract with DERs. As
such, IOUs have a vested interest in which resource(s) will be dispatched to meet grid needs. Even
if an IOU does not have a resource available to meet a particular need, it still has a vested interest
in dispatch decisions as a load-serving entity (LSE) in competition with other LSEs (i.e., Electric
Service Providers and community choice aggregators (CCA)).

In its Notice of Proposed Rulemaking!® and Order 2000%° regarding the RTOs and ISOs,
FERC found that a market operator's independence can only be ensured by prohibiting a market
participant from exerting control over the market. In FERC’s view, “...an RTO must be

independent of any entity whose economic or commercial interests could be significantly

19 Notice of Proposed Rulemaking, Regional Transmission Organizations, 64 Fed. Reg. 31390

(June 10, 1999), https://www.govinfo.gov/content/pkg/FR-1999-06-10/pdf/99-12553.pdf.
20 Regional Transmission Organizations, 65 Fed. Reg. 810 (Jan. 6, 2000), (to be codified at 18
C.F.R. pt. 35), https://www.ferc.gov/sites/default/files/2020-06/RM99-2-00K 1.pdf.
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affected by the RTO's actions or decisions. Without such independence, it will be difficult for an
RTO to act in a non-discriminatory manner.”?!

Such entities include electric energy buyers. FERC recognized “...that there may be
circumstances where buyers of electric energy could buy a controlling interest in a for-profit
RTO and manipulate its access and curtailment decisions to their advantage” and found that
“[s]Juch an outcome would clearly be inconsistent with the independence standard.”?> FERC
therefore included in its definition of market participant, “any other entity that the Commission
finds has economic or commercial interests that would be significantly affected by the RTO's
actions or decisions.” This definition enables FERC to consider whether buyers of electric
energy or any other entity “could manipulate an RTO's decisions to the disadvantage of other
RTO customers.”?

The Commission should look to FERC’s rulings on market independence for RTO/ISOs
to guide its exploration of a DSO framework. Since DER Orchestration is primarily about
curtailment decisions by participating entities or potential firm load curtailments, the IOU is
inextricably linked to the outcomes of DSO decisions. The Commission must fully evaluate the
design and implementation of the DER Orchestration framework to ensure that no entity can
make decisions that result in unreasonable and uncompetitive outcomes.

Alternative DSO frameworks exist beyond just [OU-led or fully independent DSOs,

including hybrid approaches in which the IOU retains ownership and operation of the distribution

grid, while an independent entity operates the DSO function of a flexibility marketplace.?* The

2 Order 2000, at 195.

2 Id. at 196.

3 Id. at 196-197.

24 See, e.g., Electricity North West, Piclo, & Electron Announce Partnership to Maximise Market
Access for Flexibility (Mar. 27, 2024), https://www.piclo.com/press-releases/electricity-north-west-piclo-
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hybrid approaches require oversight to ensure open and fair market access, but can reduce potential
market power and conflict-of-interest concerns with the IOUs. Given the competing considerations
and the lack of an adequate record supporting a specific DSO structure, the Commission should
continue to explore other DSO frameworks that minimize the IOUs’ potential inequitable market
power and conflict of interest through workshops and party comments.

C. Significant Changes in the Deployment of Flexibility Marketplaces Have
Occurred Since the FGS Ruling

Much has changed since the DNV Overview was prepared, with the significant expansion
of flexibility markets and marketplace operators in Great Britain, as well as flexibility market
pilots in Europe, Australia, and the United States (US). The British demand flexibility market
grew from 1.6 GW of flexibility services contracted in 2021%° to 9 GW in 2025,%¢ and at least
two new marketplace operators announced partnerships with major DSOs in 2024.2” The UK-

based marketplace operator Piclo launched its Marketplace platform across the US in 2025 and

electron-announce-partnership-to-maximise-market-access-for-
flexibility#:~:text=FElectricity%20North%20West%20is%20one,onboarding%20platform%200f%20their
%?20choice.

2 Energy Networks Association, Britain Breaks Network Flexibility Record with 45% More
Contracted than All of 2020 (July 30, 2021), https://www.energynetworks.org/newsroom/britain-breaks-
network-flexibility-record-with-45-percent-more-contracted-this-year-than-all-of-
2020#:~:text=Britain%20breaks%20network%20flexibility%20record,%E2%80%93%20Energy%20Net
works%20Association%20(ENA).

26 Energy Networks Association, GB Cements Status as World Leader in Energy Flexibility with
Estimated £300m Savings for Billpayers (June 26, 2025), https://www.energynetworks.org/newsroom/gb-
cements-status-as-world-leader-in-energy-flexibility-with-estimated-gbp-300m-savings-for-bill-payers.

27 See, e.g., Electricity North West Partners with Electron to Deliver Next Generation of Flexibility
Markets Across Its Network (Jun. 18, 2024), https://electron.net/electricity-north-west-partners-with-
electron-to-deliver-next-generation-of-flexibility-markets-across-its-network/;

New Partnership Between UK Power Networks and EPEX SPOT Set to “Supercharge Flexibility Market”
(Jan. 11, 2024), https://www.epexspot.com/en/news/new-partnership-between-uk-power-networks-and-
epex-spot-set-supercharge-flexibility-market; and

Blake Clough Consulting, DSO Flexibility Markets Transforming GB’s Grid Economics (Oct. 28, 2025),
https://www.blakeclough.com/dso-flexibility-markets-transforming-gbs-grid-economics/.

10
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claims to have over 250 flexibility service providers participating in its US, European, and
Australian markets, representing more than 40 GW of flexible capacity.?®

Given the significant growth in flexibility markets and DSOs since the FGS Workshop
Report Ruling and comments, the Commission should host additional workshops to learn from
various DSO frameworks and inform the discussion of a DSO framework for California.

III. THE COMMISSION SHOULD DEVELOP THE RECORD AND ESTABLISH DSO
GUIDING PRINCIPLES BEFORE DECIDING ON THE DSO FRAMEWORK

The Commission should establish DSO guiding principles as a first step in building the
record for a DSO framework. This record can then form the basis for evaluating DSO
frameworks. Deciding on a set of guiding principles before selecting a DSO framework ensures
it best meets the needs of ratepayers and stakeholders. These guiding principles should be
applicable to any DSO framework, although additional framework-specific principles may be
considered to ensure ratepayer/consumer protection, market integrity, and to account for
unforeseen circumstances.

The Ruling identifies ten DSO guiding principles for consideration and comment,
including:

e Ratepayer benefit and protection;

e Technology-neutral, performance-based;

e Locational and temporal value recognition;

e Efficient operation of the grid;

e Open access and Interoperability;

e Transparent participation pathways and compensation;
e Incremental, evidence-based implementation;

e Equity and customer protection;

28 Piclo Marketplace Launches US-Wide — Bringing Energy Markets Together with a Game-

Changing Unified Platform for Buyers and Sellers (Mar. 28, 2025), https://www.piclo.com/press-
releases/piclo-marketplace-launches-us-wide.
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e (Cyber-secure and resilient; and

e Preventing double compensation.?’
CalCCA supports the Commission’s proposed guiding principles and offers the following
additional principles, which, to some extent, overlap but further identify necessary components

of the DSO framework:

e Nondiscriminatory market access, operations, and dispatch;
¢ Independent monitoring and oversight of the DSO and market functions;

e Optimization of existing distribution grid capacity before authorization of capital
investments;

e Competitive neutrality of the DSO and marketplace operator;
e Fair compensation for flexibility services; and

e Timely access to accurate customer usage, DER, integration capacity analysis,
and grid data.

These additional principles aim to mitigate potential conflicts of interest, prevent market
manipulation, and ensure a level playing field for third-party-managed DERs. CCAs manage
large portfolios of DERs through programs and tariffs, and some have launched or are planning
to launch DERMS platforms to monitor and control DERs. The proposed additional guiding
principles will enable CCA-managed DERs to participate in any future DER marketplace. The
Commission should adopt these additional guiding principles, regardless of the DSO framework
that is adopted.

IV.  RESPONSES TO RULING QUESTIONS

The following responses to the Ruling questions are provided on the assumption that they
do not apply only in the context of an IOU-led DSO framework. DER orchestration results from
managing and sharing data, which occurs across all DSO frameworks. The responses below are

therefore intended to apply to any DSO framework, unless otherwise indicated.

2 Ruling at 7.
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Ruling Section 3. IOU DSO-led DER Orchestration Initiation

1) What should some of the primary objectives of IOU DSO led DER orchestration
be?

CalCCA recommends that the primary objectives of DER orchestration include:

e Delivering verifiable net benefits to ratepayers, including economic, societal, and
equity benefits;

e Optimizing existing capacity on the distribution grid;

e Deferring or eliminating the need for IOU distribution infrastructure investments;

e Minimizing customer energization and DER interconnection times and costs;

e Ensuring open, non-discriminatory access for DERs owned or managed by customers,
CCAs, and third-party aggregators;

¢ C(Creating and maintaining interoperability and transparent demand flexibility
participation pathways;

¢ Ensuring independent monitoring, oversight, and enforcement of participation rules,
performance metrics, and compensation/settlement functions;

e Ensuring timely access to accurate data to support participation of non-IOU managed
DERs;

e Accurately identifying and valuing deferral opportunities and demand flexibility
opportunities, and communicating these opportunities to flexibility providers;

e Providing transparent and fair compensation for flexibility services; and

e Increasing the deployment and utilization of DERs for flexibility services, including
for low-income customers and disadvantaged communities.

2) What are the primary grid constraints that could be solved, or operational
improvements that could be created, through implementation of a utility DSO-
led DER orchestration?

DER orchestration, if properly and transparently designed and operated, can result in
significant cost savings and reliability benefits for the distribution grid. Coordinated operation of
customer-owned DERs helps optimize existing grid capacity, potentially deferring or eliminating
the need for distribution system capital investments. DER orchestration can also free up capacity

on constrained circuits, improving reliability and resiliency, reducing outages, and enabling new
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loads to energize more quickly. These potential benefits can only be achieved if all customer-
owned DERs are enabled and encouraged to provide flexibility services.
As stated in the OIR:

In California, DSO functions, including distribution system
planning and operations, are provided by the electric IOUs. As the
market evolves into a high-penetration DER scenario, IOU roles will
also evolve and there may be a need to consider different DSO roles.
The term, “DSO,” is often used in reference to conceptual models
designed to efficiently operate distribution systems with high
numbers of DERs. The various DSO models present alternative
approaches to distribution system planning and operations that may
help integrate DERs at least cost by increasing DER market
opportunities and value capture while maintaining system safety and
reliability.*°

Any DSO framework must be structured to avoid bias and to ensure full, transparent
access for all DER flexibility providers. This includes monitoring and oversight to provide a
level playing field for flexibility providers and to prevent over-investment in the grid, and may
require changes to an IOU’s rate-of-return model. The Commission must continue to explore
DSO frameworks to understand which functions must be performed by the IOUs and which are
better suited to an independent marketplace operator or other entity.

3) What are appropriate valuation frameworks to quantify ratepayer value to
potentially be unlocked through DER orchestration?

CalCCA does not propose a specific ratepayer valuation framework at this time but
recommends that any such framework should quantify the potential ratepayer value enabled by
DER orchestration, including societal and equity benefits. CalCCA recommends including the
following elements when evaluating the benefits of customer-provided demand flexibility services:

e Recognition of customer ownership and investment in DER resources;

e Avoided or deferred infrastructure costs;

30 OIR, at 11.
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e Locational and temporal value provided by flexibility services;
e Impact on meeting electrification and greenhouse gas reduction goals;
e Reliability and resiliency improvements; and

e Societal and equity benefits.

An example the Commission should explore is the performance metrics and incentive
frameworks established by the UK Office of Gas and Electricity Markets (Ofgem), which
regulates DSOs. At least two DSOs operating in the UK have adopted methodologies to quantify
societal benefits of their activities as part of their incentive frameworks.?! The societal goals
established include achieving net-zero goals, reducing bills, increasing participation by low-
income and disadvantaged customers in flexibility markets, enhancing community resilience, and
providing public health benefits from reduced emissions. While CalCCA does not yet take a
position on the specific measures adopted under the Ofgem incentive framework, it encourages
the Commission to include quantification of societal benefits as a part of the discussion of
valuation frameworks.

4) Should the Commission adopt the following set of guiding principles to shape the
proposed IOUs’ DER orchestration framework applications?

* Ratepayer benefit and protection

* Technology-neutral, performance-based

* Locational and temporal value recognition

* [Efficient operation of the grid

* Open access and Interoperability

* Transparent participation pathways and compensation
* Incremental, evidence-based implementation

* Equity and customer protection

e Cyber-secure and resilient

* Preventing double compensation

31 See SP Electricity Northwest, DSO Benefits Methodology (2026),
https://www.enwl.co.uk/globalassets/future-energy/dso/social-dso/benefits-docs/dso-benefits-
methodology-2026.pdf, Scottish & Southern Electricity Networks, SSEN Distribution DSO Benefit
Methodology (2024-2025), https://www.ssen.co.uk/globalassets/about-us/dso/publication--reports/ssen-
dso-benefit-methodology-2025.pdf.
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Should the Commission remove, modify, or clarify any of these guiding principles?
Should the Commission add additional guiding principles? If the Commission
adopts these guiding principles, should there be an opportunity to refine them in
any proceeding reviewing IOU applications?

See CalCCA’s discussion and recommendations regarding the Ruling’s identified guiding
principles in Section III, above.

5) How can findings from the Electrification Impact Study Part 2 (EIS Part 2)
conducted as part of Track 1 of this proceeding inform the DER Orchestration
application content? For example, can findings from EIS Part 2 inform the
identification of areas best suited for piloting DER orchestration?

The findings from the EIS Part 2 can inform the location and design of pilot programs for
DER orchestration but should not be the sole factor in determining which pilots to pursue. The
EIS Part 2 reports represent the first attempt by the IOUs to study the impacts of electrification
and model potential demand flexibility opportunities. Significant differences between the
methodologies for modeling the secondary systems produced disparate results between the IOUs.
Since most residential customers are on the secondary system, the EIS Part 2 results should not
be relied on as the sole source for phasing or piloting DER orchestration.
a. Should the IOUs consider the results from the EIS Part 2 studies to phase
implementation of DER Orchestration? If so, how should the results from

the equity and enhanced demand flexibility scenarios in the EIS Part 2
studies be considered?

See CalCCA’s response to Question 5, above.

b. Should the IOUs include examples based on the equity and enhanced
demand flexibility scenarios in their proposed applications?

CalCCA has no response at this time.

6) Should the IOUs include a proposed shared savings mechanism (SSM) for
successfully implementing DER Orchestration as part of the proposed
application?

CalCCA supports the inclusion of a proposal for a Shared Savings Mechanism (SSM) but

seeks clarification of the Commission’s intent for the SSM. An SSM is defined as “an incentive
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structure that allows utilities to share in the net cost savings generated by DER solutions™?? but it
is not clear with whom the net cost savings would be shared.

CalCCA understands the need for incentives to encourage any IOU functioning as the
DSO to unlock as much distribution value from DERs as possible and forgo infrastructure
investments in favor of DER flexibility. However, under a non-IOU DSO framework, an SSM
may not be necessary. Any finding ordering proposed DER Orchestration applications should
specify in detail how the SSM incentive would replace existing incentives. CalCCA does not
support an additional incentive structure, but rather a realignment of existing structures to
support the goals of successful DER orchestration.

7) Should the IOUs include a review of the DSO incentive structures from

regulators of other jurisdictions such as the United Kingdom (Ofgem) and
Australia for discussion in stakeholder workshops?

The Commission should review DSO structures operating in the UK and Australia,
including marketplace, regulatory, and incentive structures. The review should also include an
analysis of the rate-of-return framework, how it differs from California’s, and a description of
monitoring and oversight measures. CalCCA recommends that the Commission prepare a report
with their findings in advance of a workshop, allowing time for review and facilitating
discussion at the workshop.

8) Should the proposed applications address scaling and IOU readiness and the

role of Advanced Distribution Management Systems/Distributed Energy
Resources Management Systems (ADMS/DERMS)?

Any IOU applications to perform the DER Orchestration function of a DSO should address
the scalability and readiness of their ADMS and DERMS platforms, and the role these systems

will play in orchestrating DERs. The ADMS systems provide valuable real-time grid data and

32 Ruling, footnote 3, at 8.
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short-term forecasts that will inform demand flexibility needs and locations, regardless of the DSO
framework. The IOUs are currently phasing in their enterprise DERMS, which exchange data with
their ADMS and control IOU-owned DERs or the DERs of customers enrolled directly in their
programs or tariffs. CalCCA is not aware of any plans or timelines for the IOUs to launch grid-
edge DERMS, which would enable DERs managed by CCAs or third-party aggregators to provide
flexibility services.

Achieving the objectives outlined in CalCCA’s response to Section 3, Question 1 will
require the orchestration of as many DERs as possible, regardless of who owns or manages the
DERs and aggregations. The IOU enterprise DERMS currently being deployed focus only on IOU-
owned or managed DERs, which represent a subset of the DERs operating in the state. Depending
on the DSO framework, a combination of IOU enterprise and grid-edge DERMS may be required.

Alternatively, if an independent, non-IOU-led marketplace framework is adopted, [OU
grid-edge DERMS may not be necessary. In this framework, IOUs would provide real-time grid
data and short-term forecasts from their ADMS, and price or other data from their enterprise
DERMS to the market operator. This framework would be an alternative to using a grid-edge
DERMS to provide dispatch and pricing signals to each DER aggregator, reducing the burden on
I0Us and aggregators by centralizing marketplace functions and encouraging greater
participation by non-IOU-managed DERs. For these reasons, CalCCA again recommends that
the Commission evaluate non-IOU-led DSO frameworks, including the independent marketplace
framework, before requiring the IOUs to submit their applications.

9) How should the proposed applications demonstrate IOU readiness to implement

DER orchestration? How should the Commission reconcile different states of
readiness of each utility so that meaningful progress can be made?

The issue of IOU readiness is highly dependent on the DSO framework adopted. CalCCA

recommends that the Commission first schedule workshops and provide stakeholders with
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opportunities to comment on the DSO framework before addressing IOU readiness. There are
certain criteria that can indicate general IOU readiness to support DER orchestration, such as the
deployment of IOU ADMS systems and enterprise DERMS capabilities. However, until the
Commission builds the record and issues a decision on a final DSO framework, CalCCA cannot
fully respond to this question.

Addressing only the IOU-led DSO framework, the IOUs’ readiness depends in part on
the stage of deployment of both their enterprise and grid-edge DERMS. As discussed in
CalCCA’s response to Section 3, Question 8, CalCCA is not aware of any IOU plans or timelines
for deploying grid-edge DERMS that would enable third-party- and CCA-managed DERs to
provide flexibility services. Evaluating the IOUs’ readiness under this framework would depend
on their plans for deploying grid-edge DERMS and enabling CCA-managed DERs to participate.

10) Should the IOUs present their proposed strategy for achieving interoperability,
including communications protocols, to enable scalable DER orchestration?

As CalCCA discussed in its responses to Section 3, Questions 8 and 9, any strategies for
achieving interoperability depend heavily on the DSO framework. Under an independent
marketplace operator framework, IOU interoperability is required with a single marketplace
operator rather than with individual or third-party DER providers. However, if the Commission
adopts an IOU-led DSO framework, it should require the IOUs to propose an interoperability
strategy that maximizes DER participation. DER participation can, in part, be maximized by
ensuring non-IOU (CCA and other) DER programs and customer resources will be incorporated
into DER orchestration operations. The strategy should include communication protocols that
reduce the cost and burden on customers, third-party aggregators, and CCAs managing DERs,

thereby encouraging their participation.
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11) Should the proposed DER Orchestration applications include a proposed phased
implementation and deployment plan? If so, what elements should the plan
contain?

CalCCA supports a phased implementation and deployment plan that starts with
developing a roadmap and timelines, including milestones and deliverables, once guiding
principles have been adopted and a DSO framework has been selected. The implementation and
deployment plans should incorporate best practices gleaned from the deployment of DSOs and
flexibility markets in the UK and Australia. The IOUs should begin developing and deploying
pilots, leveraging third-party- and CCA-managed DERs integrated via grid-edge DERMS or a
marketplace platform. CalCCA recommends that the IOUs create joint pilots with CCAs that
have existing demand flexibility programs. CCAs already have customer data-sharing
agreements in place, and several have deployed DERMS, which can be integrated with an IOU
ADMS or grid-edge DERMS.

12) What potential cost-effective mechanisms or measures could be included as part
of the proposed DER orchestration framework to demonstrate a net benefit to
ratepayers?

See CalCCA’s response to Question 3, above. While CalCCA does not recommend a

specific cost-benefit methodology, it does recommend evaluating societal benefits in the context
of DER orchestration. Additionally, any cost-benefit analysis should account for the customer's

investment in DER to accurately reflect costs.

13) What potential benefit-cost methodology could these applications use?

See CalCCA’s response to Section 3, Question 12 above.

14) How can IOU DSO-led DER Orchestration implementation be complementary
and compatible with the potential rollout of real-time pricing?

CalCCA reiterates its position on the need to evaluate alternative DSO frameworks.

Nevertheless, there are three key considerations that must be addressed to evaluate whether [OU

20



DSO-led DER orchestration may be complementary and compatible with, or even coexist with,
the potential rollout of real-time pricing (RTP). First, to be compatible, DER orchestration must
coordinate with LSEs on price-based signals and operational dispatch and scheduling. There are
questions that need further consideration regarding this issue, including which entity would
dispatch the resources that leverage RTP under an IOU DSO-led DER orchestration framework,
and whether the DSO or the LSE would compensate participants.

Second, potential framework rules must prevent conflicting incentives and double
compensation. An IOU DSO-managed market, with its active transactional postings and signals,
may pose challenges or conflicts with the structure of RTPs, which are more passive mechanisms
that motivate behavior. There is an inherent challenge between RTP and DER orchestration that
must be addressed: RTP uses a pricing structure that participants may leverage to reduce energy
costs, whereas a DER orchestration framework would provide compensation for services. Also,
for customers participating in an [OU DSO-led DER orchestration framework via an RTP, there
is the potential for double compensation®?, which must be further considered and prevented.

Third, the Commission must consider and address the compatibility of CCA and other
LSE real-time rates. If an IOU DSO-led orchestration framework is complementary and
compatible with RTP, the Commission must ensure that customers are not inadvertently or
explicitly prevented from participating through IOU RTPs. The framework must also be flexible

to accommodate future RTPs developed by LSEs over time.

33 For example, double compensation could occur where a load reduction was incentivized by RTP

where that rate is fully compensatory and does not require an additional payment if the same customer is
participating within a DER. However, if the load reduction becomes a net export to the grid and the RTP
does not pay the customer for export, then paying the customer as part of a DER would not be double
compensation.
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15) How should the proposed DER Orchestration applications address the role and
participation of DER aggregators within the proposed framework on issues such
as coordination with the DSO, performance standards, data exchange
requirements, and metrics to address accountability mechanisms?

One of the main objectives of DER orchestration is to leverage as many DERs as possible
to maximize ratepayer and grid benefits by optimizing existing capacity and deferring or
avoiding capital investments. Any DSO framework should be agnostic to the entity that manages
the DERs and should aim to maximize DER participation. CalCCA strongly supports a DSO
framework that includes an independent market operator, which offers the greatest opportunity to
achieve the objectives outlined in its response to Section 3, Question 1. Adopting an independent
market operator framework can provide greater transparency, standardize data exchange and
interoperability requirements, and reduce the burden on IOUs by creating a single interface to the
market operator rather than multiple DER providers. Any performance standards, data exchange
requirements, and accountability mechanisms should apply equally to all market participants,
including DER aggregators, CCAs, and IOUs.

CalCCA also notes that CCAs are LSEs that serve roughly 15 million customers and are
not private, for-profit aggregators. CCAs have existing customer data-sharing agreements in
place with the IOUs, which provide metering and billing services on their behalf. The DER
orchestration applications should recognize the unique role of CCAs, as well as the existing
coordination efforts and relationships with the IOUs. CalCCA expects this coordination to
continue and possibly strengthen, regardless of the DSO framework adopted.

16) Should the proposed DER Orchestration applications identify additional

technology investments required to support DER orchestration implementation
(e.g., DERMS enhancements, communications infrastructure, device-level
controls)?

The technology investment requirements are highly dependent on the DSO framework,

particularly regarding the IOUs’ investments. An IOU-led DSO framework may require the
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greatest investment in technology and communications infrastructure since the IOU would
potentially be orchestrating DERs managed by multiple third-party aggregators and CCAs,
requiring significant scaling of their DERMS platforms. The IOUs would likely need to procure
and deploy grid-edge DERMS in addition to their enterprise DERMS.

The independent marketplace framework requires investment in the marketplace platform
and integration/interoperability with the IOUs’ ADMS, DERMS, and other systems. Non-IOU
DER flexibility service providers would need to integrate with either the marketplace platform or
an IOU grid-edge DERMS. The costs to the flexibility providers would depend on the
communications protocol and communications gateway requirements. The costs to the IOUs and
to flexibility service providers should be included in the DER orchestration applications,
regardless of the framework adopted.

17) Should the proposed DER Orchestration applications request details on whether

the above-mentioned technological capabilities should be customer-owned or
utility-owned and what the estimated costs are?

The DER orchestration applications should include details on the ownership and
estimated costs for the technological capabilities and requirements.

Ruling Section 4.  Enabling DER Visibility to the CAISO and Coordination
Between DSOs and CAISO

Section 4.2. TSO-DSO Coordination Workshop Scope and Objectives

What issues should be addressed in the TSO-DSO workshop related to DER
visibility and coordination under a DER orchestration framework?

There are several issues regarding the visibility and coordination of DER orchestration
between the DSO and the CAISO that are significantly affected by the DSO framework adopted.
Operating a marketplace is a key function of a DSO, whether through an independent market
operator or the IOUs’ enterprise or grid-edge DERMS. Even under an IOU-led DSO, the IOUs

could deploy a market platform instead of a grid-edge DERMS. Coordination and data exchange
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between the CAISO and DSOs will vary depending on the DSO’s framework and the systems
used to orchestrate DERs.

Another important issue is ensuring treatment of resources and programs to enable DERs
to participate in either or both the CAISO and DSO markets. The CAISO has existing market
mechanisms to allow DER participation in wholesale markets and is developing a modified
Proxy Demand Resource mechanism, with the goal of launching early next year.>* Once the
DSO framework has been selected, the Commission, the DSOs, the marketplace operator, and
the CAISO should coordinate and plan to align existing and developing wholesale market
mechanisms with the DSO market to ensure participants retain full flexibility to choose the
market pathway(s) that best serves their unique portfolio needs. The CAISO and DSOs must also
address issues such as DER registration, dual compensation, short-term forecasting, and potential
congestion and power quality impacts of uncoordinated DER dispatches. Finally, the
Commission should work with the CAISO to determine potential impacts on the development of
real-time pricing structures and locational marginal pricing.

Should operational requirements and wholesale market participation be
considered?

Yes, CalCCA recommends that operational requirements and wholesale market
participation be considered for the DSO framework to ensure participants retain full flexibility to
choose the market pathway(s) that best serves their unique portfolio needs.

Ruling Section 5. Cadence of Integrated Capacity Analysis Workshops

Should the ICA quarterly workshop requirement be reduced to biannual, aligning
with the release of the biannual ICA reports?

34 See CAISO Demand and Distributed Energy Market Integration Stakeholder Initiative,
https://stakeholdercenter.caiso.com/Stakeholderlnitiatives/Demand-Distributed-Energy-Market-

Integration.
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CalCCA has no response at this time.

Should the IOUs be authorized to submit a joint Tier 2 advice letter to propose
modifications to the frequency of the ICA workshops?

CalCCA has no response at this time.

Ruling Section 6. Grid Modernization Reports

1. Should the Commission require the IOUs to submit their Biennial Grid
Modernization Progress Reports in the fall of even-numbered years (e.g., 2026,
2028) to align with reporting requirements under Pub. Util. Code Section 913.6?

CalCCA has no response at this time.

2. Should the Commission adopt the proposed Appendix A as the standardized
format and content requirements for IOU’s biennial grid modernization update?

CalCCA has no response at this time.

3. What additional information, if any, should be included in the reporting
requirements?

The reporting requirements should be amended to require IOUs to include a description
and status of integration with non-IOU-controlled systems, under both the Grid Management
Systems and the Communications Infrastructure sections of the report. The proposed Appendix
A reporting requirements cover the spectrum of grid modernization activities but do not
recognize the need for non-IOU parties to monitor how IOU systems, tools, infrastructure, and
applications will interact with their own systems, tools, infrastructure, and applications.

CalCCA recommends adding reporting on the development and scaling of grid
modernization activities and how the implementation of the various items listed in Appendix A
can interact with non-IOU-controlled DERs. Non-IOU LSEs are developing DERMS platforms
concurrently as IOUs scale and develop their systems, and by adding this requirement, the
legislature and other stakeholders will be able to better understand the status of increasing
opportunities to fully leverage DERs across the state, as well as the remaining difficulties.

4. What information, if any, should be omitted from the reporting requirements?
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CalCCA has no response at this time.

5. Should the Commission establish a sunset or review date for Appendix A
reporting requirements to ensure alignment with the evolving grid
modernization technology and goals?

CalCCA has no response at this time.

6. Should the Commission require the utilities to use a Tier 1 or Tier 2 advice letter
or other process to propose modifications to their grid modernization reporting
approach or content?

CalCCA has no response at this time.

7. Should the Commission authorize the Energy Division to direct changes to the
content and format of the reporting approach?

CalCCA has no response at this time.

V. CONCLUSION

For all the foregoing reasons, CalCCA respectfully requests consideration of the comments
herein and looks forward to an ongoing dialogue with the Commission and stakeholders.
Respectfully submitted,

Jgundplin

Leanne Bober,
Director of Regulatory Affairs and Deputy
General Counsel

CALIFORNIA COMMUNITY CHOICE
ASSOCIATION

April 20, 2026
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