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SUMMARY OF RECOMMENDATIONS!
The Commission should require the IOUs to:

@ value any pre-2019 Banked RECs used for bundled customer RPS compliance at
the compliance year RPS MPB; and

@ credit that value to the vintage corresponding to any such RECs’ generation year;

In the alternative, the Commission should instruct IOUs that use Pre-2019Bbanked RECs
for bundled customer compliance to first proportionately allocate Pre-2019 Banked RECs
to the Later Departing Customers who paid for those Pre-2019 Banked RECs via a
decrement to the applicable LSE’s RPS Procurement Need;

If the Commission does not adopt CalCCA’s valuation or allocation proposals rooted in
the indifference requirements, it should adopt Staff’s recognition that Pre-2019 Banked
RECs provide compliance value and instruct the IOUs to:

e value any Pre-2019 Banked RECs used for bundled customer RPS compliance at
a 90/10 composite of the RPS MPB and a new PCC-3 REC MPB, which the
Commission should instruct its Energy Division to produce and publish along
with the other MPBs; and

@ credit that value to the vintage corresponding to any such RECs’ generation year.

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



BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF CALIFORNIA

Order Instituting Rulemaking to Update and

Reform Energy Resource Recovery Account R.25-02-005
and Power Charge Indifference Adjustment

Policies and Processes.

CALIFORNIA COMMUNITY CHOICE ASSOCIATION’S
TRACK 2 AMENDED OPENING BRIEF

Pursuant to Rule 13.12 of the California Public Utilities Commission’s (Commission)
Rules of Practice and Procedure? (RPP), the Assigned Commissioner’s Amended Scoping Memo
and Ruling® (Amended Scoping Ruling), the Administrative Law Judge’s Ruling Issuing Staff’
Report? (ALJ Ruling), and the E-Mail Ruling Cancelling Evidentiary Hearing and Further
Modifying the Track Two Proceeding Schedule® (E-Mail Ruling), the California Community
Choice Association® (CalCCA) submits this Track Two Amended Opening Brief.

I. INTRODUCTION

The question in Track Two is simple and straightforward:

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

Code of Regulations Title 20, Division 1, Chapter 1 (May 2021), https://webproda.cpuc.ca.gov/-
/media/cpuc-website/divisions/administrative-law-judge-division/documents/rules-of-practice-and-
procedure-may-2021.pdf.
3 Assigned Commissioner’s Amended Scoping Memo and Ruling, Rulemaking (R.) 25-02-005 (Feb.
3 2026), https://docs.cpuc.ca.gov/PublishedDocs/Efile/G000/M597/K166/597166403.PDF.

Administrative Law Judge’s Ruling Issuing Staff Report, R.25-02-005 (Mar. 27, 2026),
https://docs.cpuc.ca.gov/PublishedDocs/Efile/G000/M603/K533/603533506.PDF.
> Email Ruling Cancelling Evidentiary Hearing and Further Modifying the Track Two Proceeding
Schedule, R.25-02-005 (Apr. 24, 2026),
https://docs.cpuc.ca.gov/PublishedDocs/Efile/GO00/M605/K750/605750799.PDF.
6 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.




When two groups of customers — current bundled investor-owned utility
(IOU) customers and “Later Departing” customers — pay the same amount
for Pre-2019 Renewable Energy Credits (REC) through their rates at the
time the RECs are banked for future use (Pre-2019 Banked RECs),” should

they receive comparable benefits when the RECs are used?

The answer is equally straightforward:

The indifference statutes require that both customer groups who paid for the
RECs receive the associated benefits.

Consequently, when bundled customers realize the benefit of these banked RECs by using
them for Renewables Portfolio Standard (RPS) compliance, Later Departing Customers must
receive a proportional benefit, whether in compensation or in-kind. Specifically, section 366.2(g)
requires that community choice aggregator (CCA) customers receive the “value of any benefits
that remain with bundled service customers.”® If that value is not conveyed, one group of
customers will receive the value of the REC attributes, while another group does not. In addition to
violating section 366.2(g), this results in a clear violation of section 451’s requirement that rates be
“just and reasonable.” It also results in violations of section 453(a) and (c)’s requirements that
public utilities avoid “any preference or advantage to any corporation or person” and
“unreasonable difference as to rates, charges, service, facilities, or in any other respect, either as
between localities or as between classes of service.”

Through its own reasoning, the Energy Division’s Staff Report and Proposals on Pre-

2019 Banked Renewable Energy Credits® (Staff Report) approaches the same conclusion. The

! Specifically, RECs generated by PCIA resources from 2011 through 2018 that the IOUs did not
need for RPS compliance in the years in which they were generated, and which were therefore stored in
the ‘bank’ for later use.

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

? Staff Report and Proposals on Pre-2019 Banked Renewable Energy Credits, R.25-02-005 (Mar.
27,2026), Attachment A to ALJ Ruling,
https://docs.cpuc.ca.gov/PublishedDocs/Efile/GO00/M603/K465/603465623.PDF.




Staff Report concludes: “CalCCA makes a compelling argument that departed customers paid for
a portion of these RECs....”!" The Staff’s reservations lie in the determination of the value of the
banked RECs.

The IOUs’ testimony advocating for zero value for the pre-2019 banked RECs floods the
zone with arguments that distract from this simple reality that Later Departing customers paid for
the RECs and deserve to benefit from those payments based on indifference principles:

e They employ a laundry list of past grievances regarding Power Charge Indifference
Adjustment (PCIA) cost shifts to suggest the Commission’s hands are tied today,
despite recognizing themselves that RECs are bankable and most of their grievances
can no longer be addressed;

e They incorrectly suggest departed customers will receive the value of the RECs twice
or that CalCCA’s proposal will result in an unsanctioned true-up;

e They “cry wolf” about an RPS apocalypse and serious impacts to bundled customer
affordability that their own witnesses admit are de minimis in the near term and,
regardless, are uncertain and avoidable over the long-term;

e They overlook the zero-sum nature of the PCIA to allege unlawful cost increases for
bundled customers while ignoring the current cost increases departed customers face
under the status quo; and

e They ignore the fact the Commission values Post-2018 RECs with the exact same
attributes as Pre-2019 RECs at the RPS MPB to suggest the RECs are worth less than
the current benchmark.

None of these arguments overcome the statutory requirement, as this Amended Opening Brief
explains.

Once the fundamental principle is recognized—all customers should get what they pay

for—the Commission need only determine how to measure the benefit that Later Departing

Customers should receive. The value of the benefit received by bundled customers, the avoided

cost of RPS compliance, provides the best proxy for the Later Departing Customer benefits. But

10 Id. at 8.



for the use of the banked RECs, the IOUs would have been required to procure additional RPS
products from the market to meet any short position. To gain equivalent value to the banked
Portfolio Content Category (PCC)-1 RECs received from the bank, which fill the most important
RPS “bucket,” the IOUs would have paid the market price for a PCC-1 REC. The most accurate
available measure for a PCC-1 REC is the RPS market-price benchmark (MPB), a price for
PCC-1 transactions that the Commission already develops based on market data collected from
load-serving entities.

Accepting that indifference requires the provision of REC value to Later Departing
Customers, Energy Division Staff adds unnecessary complexity to the question of value. It
contends that determining value requires making “numerous assumptions regarding counter-
factual scenarios.”!! The same can be said, however, about the indifference principle underlying
the entire PCIA: what the bundled portfolio and rates would have been had load not departed
raises innumerable questions of counterfactual IOU procurement strategies. Yet in the face of
this complexity, the Commission has administered a PCIA methodology for many years that
determines the value of PCIA resources, ignoring the many counterfactual procurement strategy
questions. Despite Staff’s reservations, the Staff Report makes an admirable attempt to find REC
values between the IOU and CCA positions. Unfortunately, none of these alternatives align the
solution with the fundamental principle at issue, and the resulting value would fall short of what
the law requires.

CalCCA urges the Commission to bring its focus to the simplicity of the solution.

Customers who paid the same amount for the same resources should receive comparable

1 Id. at 8.



benefits. The value of the benefits for Later Departing Customers is best measured by the value
of the avoided compliance benefit bundled customers received.
CalCCA therefore recommends:

e The Commission should require the IOUs to:

o value any pre-2019 Banked RECs used for bundled customer RPS
compliance at the compliance year RPS MPB; and

o credit that value to the vintage corresponding to any such RECs’
generation year;

e In the alternative, the Commission should instruct IOUs that use Pre-
2019Bbanked RECs for bundled customer compliance to first proportionately
allocate Pre-2019 Banked RECs to the Later Departing Customers who paid for
those Pre-2019 Banked RECs via a decrement to the applicable LSE’s RPS

Procurement Need;

e If the Commission does not adopt CalCCA’s valuation or allocation proposals
rooted in the indifference requirements, it should adopt Staff’s recognition that
Pre-2019 Banked RECs provide compliance value and instruct the IOUs to:

o value any Pre-2019 Banked RECs used for bundled customer RPS
compliance at a 90/10 composite of the RPS MPB and a new PCC-3 REC
MPB, which the Commission should instruct its Energy Division to
produce and publish along with the other MPBs; and

o credit that value to the vintage corresponding to any such RECs’
generation year.

I1. LEGAL STANDARD

California law requires customer indifference when customers depart IOU
generation service. California Public Utilities Code Sections 365.2, 366.2, and 366.3 require that
no customer—either bundled or unbundled—should have additional costs shifted to them as a

result of retail choice.!? California statutes require CCA customers to continue paying the

12 Cal. Pub. Util. Code §§ 365.2 (“The commission shall ensure that bundled retail customers of an

electrical corporation do not experience any cost increases as a result of retail customers of an electrical
corporation electing to receive service from other providers. The commission shall also ensure that
departing load does not experience any cost increases as a result of an allocation of costs that were not
incurred on behalf of the departing load.”); 366.2(a)(4) (“The implementation of a community choice



above-market costs of IOU resources originally procured on their behalf, even after they
depart.!® In return, CCA customers are entitled to receive the value of the resources’ attributes
that remain with bundled customers or an allocated share of the attributes, to compensate the
unbundled customers for the payments they continue to make for those resources.'*

In addition to these indifference statutes, Section 451 requires all rates and charges
collected by a public utility to be “just and reasonable.”!> Section 453 also prohibits public
utilities from charging discriminatory rates.!® Specifically, section 453(a) prohibits public
utilities from “mak[ing] or grant[ing] any preference or advantage to any corporation or person,
or subject[ing] any corporation or person to any prejudice or disadvantage.”!” Section 453(c)

further prohibits public utilities from establishing or maintaining any “unreasonable difference as

aggregation program shall not result in a shifting of costs between the customers of the community choice
aggregator and the bundled service customers of an electrical corporation.”); 366.3 (“Bundled retail
customers of an electrical corporation shall not experience any cost increase as a result of the
implementation of a community choice aggregator program. The commission shall also ensure that
departing load does not experience any cost increases as a result of an allocation of costs that were not
incurred on behalf of the departing load.”).

13 Cal. Pub. Util. Code § 366.2(f) (“A retail end-use customer purchasing electricity from a
community choice aggregator pursuant to this section shall reimburse the electrical corporation that
previously served the customer for all of the following: (1) The electrical corporation’s unrecovered past
undercollections for electricity purchases, including any financing costs, attributable to that customer, that
the commission lawfully determines may be recovered in rates, (2) Any additional costs of the electrical
corporation recoverable in commission-approved rates, equal to the share of the electrical corporation’s
estimated net unavoidable electricity purchase contract costs attributable to the customer, as determined
by the commission, for the period commencing with the customer’s purchases of electricity from the
community choice aggregator, through the expiration of all then existing electricity purchase contracts
entered into by the electrical corporation.”)

14 Cal. Pub. Util. Code § 366.2(g) (“Estimated net unavoidable electricity costs paid by the customers
of a community choice aggregator shall be reduced by the value of any benefits that remain with bundled
service customers, unless the customers of the community choice aggregator are allocated a fair and
equitable share of those benefits.”).

1 See Cal. Pub. Util. Code § 451.

16 See Cal. Pub. Util. Code § 453.

17 Cal. Pub. Util. Code § 453(a).



to rates, charges, service, facilities, or in any other respect, either as between localities or as
between classes of service.”!®

The Commission’s Order Instituting Rulemaking in this proceeding determined that this
is a rulemaking,!® with Track Two categorized as a ratemaking proceeding.?’ Under RPP Rule
6.1, the Commission may institute rulemaking proceedings to “adopt, repeal, or amend rules,
regulations, and guidelines for a class of public utilities or of other regulated entities,” and to
“modify prior Commission decisions which were adopted by rulemaking.”?! In rulemakings, all
parties “have equal standing where their proposals are concerned: they must show by a
preponderance of evidence that the Commission should adopt their proposal, rather than an
alternative.”?? All parties also bear the burden of production “for those parts of their showing that
ask the Commission to disregard a competing proposal.”?3

As demonstrated throughout this Amended Opening Brief, CalCCA’s proposals to credit
Pre-2019 Banked RECs at the RPS MPB, or at an alternative compliance value, or to allocate the
REC:s to other LSEs, clearly meet these standards. The Commission should therefore adopt one

of CalCCA’s recommendations and apply it in the IOUs’ 2027 Energy Resource Recovery

Account (ERRA) Forecast cases.?*

18 Cal. Pub. Util. Code § 453(c).

19 Order Instituting Rulemaking to Update and Reform Energy Resource Recovery Account and
Power Charge Indifference Adjustment Policies and Processes, R.25-02-005 (Feb. 26, 2025), at 18.
20 Amended Scoping Ruling at 7.

21 RPP, Rule 6.1.
2 D.18-10-019, at 32.
23 1d.

24 See D.25-12-028, Decision Approving Southern California Edison Company’s 2026 Energy

Resource Recovery Account-Related Revenue Requirement Forecast (Dec. 19, 2025), at 113 (requiring
SCE to track any Pre-2019 Banked RECs used in 2026 in order to “allow any updated guidance from the
Commission regarding the treatment of Pre-2019 Banked RECs to apply to Pre-2019 Banked RECs used
for bundled compliance in 2026” through SCE’s 2026 October Update); D.25-12-027, Decision
Approving Pacific Gas and Electric Company’s 2026 Energy Resource Recovery Account Related
Forecast Revenue Requirement and 2026 Electric Sales Forecast (Dec. 23, 2025) (requiring the same
tracking as the SCE Decision); D.25-12-008, Decision Approving San Diego Gas & Electric Company’s



III. BACKGROUND

A. Legal and Policy Origins of the PCIA

Through the passage of Assembly Bill (AB) 117 in 2002, the California Legislature
broadened opportunities for retail electric competition previously allowed only through Direct
Access (DA) service via Electric Service Providers (ESPs) by authorizing Community Choice
Aggregation.?® Instead of receiving all services (i.e., generation, transmission, distribution, and
other services) from their IOU (as a bundled customer), CCA customers receive generation
service from their local CCA, and continue receiving transmission, distribution, and all other
services from the IOU (unbundled or departed load customer).2® Today, 25 CCAs are in
operation in California serving more than 15 million customers.?’

As set forth above, California law requires customer indifference as a result of retail
choice. Statutory indifference has three related requirements:

¢ Bundled customers should not experience cost increases as a result of the
implementation of a CCA program (Sections 365.2, 366.2(a)(4), and 366.3);

e Departed load should not experience cost increases as a result of an allocation of
costs not incurred on behalf of the departed load (Sections 365.2, 366.2(a)(4) and
366.3); and

e Unavoidable electricity costs paid by CCA customers must be reduced by the
value of benefits that remain with bundled customers, unless the CCA customers
receive an allocation of a fair and equitable share of those benefits (Section
366.2(g).

These components of indifference are shown in Figure 1 below:

2026 Electric Procurement Revenue Requirement Forecasts, 2026, 2026 Electric Sales Forecast, and
Greenhouse Gas Related Forecasts (Dec. 5, 2025), at Ordering Paragraph 8 (“In the event that San Diego
Gas & Electric Company forecasts that it will need to use pre-2019 banked renewable energy credits in
2026, it shall file an application requesting Commission authorization to do so. Such an application shall
include a valuation proposal.”).

23 AB 117 (Stats. 2002, ch. 838).

26 Exh. CCA-1 at 4:21-23. DA/ESP customers are also Unbundled or Departed Load Customers.

77 Id. at 4:23-24.



Figure 1: Statutory Indifference Requirements??

NO COST SHIFTS Costs paid by
To bundled or unbundled reduced by

unbundled from retail VALUE/ALLOCATION
choice of benefits remaining

PUC §§ 365.2, with bundled
366.2(a)(4), 366.3 PUC § 366.2(g)

In addition, Sections 451 and 453 require the Commission to set just and reasonable rates, and to
prohibit the IOUs from setting discriminatory rates.

The PCIA is the tool the Commission adopted consistent with the statutes referenced
above “to equalize cost sharing” between these two groups of customers and ensure
indifference.?’ Therefore, when customers of IOUs depart from bundled service and receive their
electricity from a non-IOU provider, such as a CCA, “those customers remain responsible for
costs previously incurred on their behalf by the IOUs — but only those costs.”*® Consistent
with these indifference statutes, the PCIA also conveys to departed load customers the value of
resource attributes retained by the IOU for bundled customers.>!

B. How the PCIA Operates

PCIA rates are established to recover the IOU’s above-market costs related to PCIA-

eligible resources (Indifference Amount).3? The Indifference Amount is the difference between

28 Id. at 5:8-9.

» See D.18-10-019, at 3; Exh. CCA-1 at 6:3-5.

30 Scoping Memo and Ruling of Assigned Commissioner, R.17-06-026 (Sept. 25, 2017), at 2; see also
D.18-10-019, Decision Modifying the Power Charge Indifference Adjustment Methodology, R.17-06-026
(Oct. 11, 2018), at 3. See Exh. CCA-1 at 6:5-8.

3 Exh. CCA-1 at 6:8-9

32 Id. at 6:10-11.



the cost of the IOU’s supply portfolio and the market value of the IOU’s supply portfolio as
demonstrated in Figure 2.3

Figure 2: Indifference Amount Calculation

Utility Indifference

Portfolio

Costs Amount

The PCIA tracks both: (a) the costs of resources; and (b) the value of the benefits
provided by the IOUs’ PCIA-eligible portfolios and retained by the IOU for bundled
customers.® Since D.11-12-018, the value of the IOUs’ supply portfolio has been derived from
administratively determined proxy values that are intended to estimate the market value of the
resource portfolio attributes: Energy Value, RPS Value, and Resource Adequacy (RA) Value.*¢
These values are calculated by multiplying eligible resource output (quantities) by the relevant
MPBs (prices).?” Since 2019, the PCIA is “trued up.” This true-up is meant to erase the
difference between what one group originally paid another group (based on best forecasts
available) and what that group should have been paid the other group (based on how reality
turned out).

As part of the PCIA, each generation resource and customer is assigned a “vintage.”% A

distinct portfolio of generation resources is identified for each vintage year based on when a

3 Id. at 6:11-13.
34 1d. at 6:14.

33 Id. at 6:16-18.
36 See, e.g., D.11-12-018, at 9-10, Ordering Paragraph (OP) 5, OP §; D.19-10-001, at 6 (“Market
Value is the estimated financial value, measured in dollars, that is attributed to a utility portfolio of energy
resources for the purpose of calculating the [PCIA] for a given year.”). D.23-06-006 subsequently also
required Energy Division to calculate a separate adder for Greenhouse-Gas Free (GHG-Free) energy. See
also Exh. CCA-1 at 6:18-7:2.
37 Exh. CCA-1 at 7:2-3.
38 1d. at 7:4.
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commitment to procure each resource was made.’® Customers are assigned vintage years
according to the date the customer departed bundled IOU service.*® Customers continuing to
receive bundled service from the IOU are included in the latest vintage (e.g., bundled customers
are currently vintage 2026).*! An Indifference Amount is calculated for each vintage (summing
portfolio costs and values), and all customers are responsible for the cumulative Indifference
Amount for years prior to and including their vintage.*? Thus, when a cost is included in a
particular vintage, customers in that vintage and all later vintages are responsible for that cost.*?
Customers in prior vintages are not responsible for that cost.** Conversely, when a credit is
attributed to a particular vintage, customers in that vintage and all later vintages receive the

£.45

credit. Customers in prior vintages do not receive the credi

C. RPS-Eligible Resources Produce Value Through RECs the IOUs Use
Immediately or Bank for Later RPS Compliance

RPS Value, as one of the components of IOU portfolio value, estimates the financial
value attributable to RECs generated by PCIA-eligible resources and retained by the IOU for
bundled customer RPS compliance obligations.*® This RPS Value is determined by applying the
RPS MPB to the quantity of RECs used by the IOU.*’ To the extent an IOU uses RECs to meet
the needs of bundled customers, the PCIA design requires that bundled customers “purchase”

departed load customers’ share of the RECs to convey the value of the RECs to departed load

39 Id. at 7:4-6.

40 Id. at 7:6-7.

4 Id. at 7:7-9.

42 Id. at 7:9-11.

s Id. at 7:11-13.

4 Id. at 7:13.

. Id. at 7:14-16.

46 1d. at 8:15-17 (citing D.19-10-001, at 6, 26; D.11-12-018, at 8, 10, Conclusion of Law (COL) 3).
4 Id. at 8:17-18. RPS Value may also include revenue received when the IOU’s RECs are sold to
third parties.
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and ensure indifference according to California law.*® That “purchase” is priced at the RPS
MPB.#¥

The issue being considered in this Track Two arises from a unique characteristic of
RECs, which makes them different from other generation resource attributes (e.g., energy and
RA): RECs can be banked and stored by the IOUs for later use.>® This leads to the question of
how and when value should be provided to unbundled customers for these RECs for which they
pay but that the IOU stores for later use.’!

Prior to 2019, bundled customers paid for the cost of IOU generation resources through
generation rates, including RPS-eligible resources that generated RECs whether they were used
for compliance in the year generated or banked for later use.>? Departed load customers also paid
for a share of these IOU generation resources on a vintaged basis through PCIA rates.>® Each
year, the IOUs would forecast the quantity of RECs from PCIA-eligible resources that would not
be sold to third parties, and these RECs were valued in the PCIA for departed load customers
using the RPS MPB in the year of generation.>* The value was credited to the PCIA, providing a
partial offset to the costs paid by then departed load customers.>> In essence, all customers who
were bundled customers at the time the REC was generated paid for RECs banked for later use.>®

In 2019, the Commission refined D.11-12-018’s requirements, deferring payment by

bundled customers for banked RECs until they are used for compliance and, likewise, deferring

48 Id. at 8:18-9:1.

49 Id. at 9:1-2.

30 Vol. 1 Tr. 30:9-14 (Joint IOU Panel [Brown, Morien, Pulgar]); Exh. CCA-1 at 9:3-5. See Cal. Pub.
Util. Code § 399.13(a)(5)(B).

3 Exh. CCA-1 at 9:5-7.

52 Id. at 9:8-10.

>3 Id. at 9:10-12.

> Id. at 9:12-14.

> Id. at 9:14-16.

36 Id. at 9:16-17.
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compensation to departing load for those RECs until they are used for compliance.>” These new

requirements therefore recognized that customers do not realize the value of the IOUs’ REC

banks until those RECs are used for bundled customer RPS compliance (or sold):*®

Any of the offered [RPS resource] quantity that is not sold will be
considered as Actual Unsold RPS and should not be assigned credit
in PABA until the value of the RPS product, if any, is known. If
previously unsold RPS is sold in a future year, it should be valued
at the actual transacted price. If previously unsold RPS is used by
the IOU for compliance in a future year, it should be valued at the
applicable future year’s RPS Adder [MPB]. If Unsold RPS is never
used, it should not be assigned credit.>

The Commission therefore required the IOUs to treat banked RECs as Retained RPS

when those banked RECs are later used for compliance for bundled customers.®® This is reflected

in the IOU accounting as charging bundled customers for the cost of those RECs at the then-

current market value (i.e., the RPS MPB) and including an offsetting credit in the PCIA.®! This

credit to the PCIA for the value of RECs compensates departed load customers for the value of

their share of the RECs.®? These refinements did not upset the original accounting for RECs

generated before 2019.9° They merely created a more granular accounting for such RECs, which,

until recent years, had not been used for bundled customers’ RPS compliance.®*

D. The Four Relevant Customer Groups at Issue in This Proceeding

Four categories of customers exist in the context of Pre-2019 Banked RECs:

57
58
59
60
61
62
63
64

See generally D.19-10-001.
Id., at 35.

Id., at 30.

Exh. CCA-1 at 10:8-9.

Id. at 10:9-12.

Id. at 10:12-13.

Id. at 10:13-14.

1d. at 10:14-16.
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¢ Then-Bundled Customers: customers who were bundled at the time the RECs
were banked (who are, today, both Current Bundled and Later Departing
Customers);

e Previously Departed Customers: customers who had already departed at the
time the RECs were banked,

e Current Bundled Customers: customers who are currently bundled and on
whose behalf the banked RECs are now being used; and

e Later Departing Customers: customers who departed after the RECs were
banked and no longer remain in the group of customers on whose behalf the RECs

are now being used.%’

Figure 3, below, demonstrates two of these categories of customers that existed at the

time the RECs were generated:%°

Figure 3: Customer Groups When Pre-2019 Banked RECs Were Generated®’

1
®
1
| @
I
ah (T
1
Previously :
1
I
I
I

Departed
Customers

Then-Bundled
Customers

Both Then-Bundled Customers and Previously Departed Customers paid for their share
of the RECs when they were generated. Because Previously Departed Customers had paid the
cost of their share of the RECs, but those RECs were retained by the IOU for bundled customers,
Previously Departed Customers received a credit against their PCIA obligations for the value of

their share of the RECs.%® That credit was calculated using the value of the RPS MPB at the

65 Id. at 10:20-11:4, 13:3-8.
66 Id. at 11:3-4.

67 Id. at 11:5.

o8 Id. at 11:7-11.
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time.%® These Previously Departed Customers therefore were fairly compensated for their share
of the Pre-2019 Banked RECs and no longer have any claim to further value or allocation for
those RECs.”?

The benefits Then-Bundled Customers received at that time depended on whether the
RECs were needed for compliance.”! If the RECs were counted at that time toward Then-
Bundled Customer compliance (i.e., they were not banked), Then-Bundled Customers benefited
immediately.”? However, if the RECs were not needed at that time for bundled customer
compliance, the IOUs placed the RECs in the ‘bank’ for later use.”® Then-Bundled Customers
received no credit at the RPS MPB at that time for the share of the RECs for which they paid.”
Therefore, the only customers that received a credit at the RPS MPB for the RECs for which they
paid were Previously Departed Customers.” The only ‘value’ provided to Then-Bundled
Customers for banked RECs was the deferred ability to use the RECs at some future point.”®

Figure 4 below provides a graphic illustration (in orange) of: (1) the immediate benefit to
Previously Departed Customers when RECs were generated; and (2) the deferred benefit to

Then-Bundled Customers when RECs were banked.”’

69 Id. at 11:11-12.
70 Id. at 11:12-14.
" Id. at 11:15-16.
72 Id. at 11:16-17.
& Id. at 11:18-19.
74 Id. at 11:19-12:1 (citing Exh. CCA-1, Attachment C [PG&E Response to CalCCA DR 3.04 and
3.05]).
75 Id. at 12:2-3.
76 Id. at 12:3-5.
7 Id. at 12:6-8.
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Figure 4: REC Benefit Conveyed to Customer Groups When RECs Were Generated and
Banked™

Previously
Departed
Customers

Paid for RPS Resources
Through the PCIA

Received direct value
(In the form of PCIA cost
offset from MPB
valuation)

Then-Bundled
Customers

Paid for RPS Resources

For non-banked RECs: Received value from RECs used for compliance
For banked RECs: Value is deferred (in the form of future use for compliance)

In fact, Then-Bundled Customers paid for the value conveyed to Previously Departed

Customers for the RECs retained by the IOU by virtue of the PCIA framework, as shown in

Figure 5.7

78
79

Id. at 12:9-10.
Id. at 12:12-13.
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Figure 5: REC Benefits Were Conveyed to Previously Departed Customers®’

Previously
Departed
Customers

Then-Bundled
Customers

—

Received direct value

(in the form of PCIA cost

offset from MPB
valuation)

Paid for RPS resources, including Previously Departed Customers share of RECs (through
MPB valuation)

After the Pre-2019 Banked RECs were banked, some of the Then-Bundled Customers

departed bundled service to be served by CCAs or ESPs (i.e., Later Departing Customers).®! This

split the category of Then-Bundled Customers in two, creating two further categories of

customers: Current Bundled Customers and Later Departing Customers.3? Current Bundled

Customers are those customers that continue to take bundled service after the Later Departing

Customers leave bundled service.??

Later Departing Customers paid for the Pre-2019 Banked RECs when they were Then-

Bundled Customers, but upon their departure from bundled service were not paid for those RECs

which remained in the bank, ready for future use.®* These Later Departing Customers number in

80
81
82
83
84

Id. at 13:1-2.
Id. at 13:3-4.
Id. at 13:5-6.
Id. at 13:6-8.
Id. at 13:9-11.
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the millions, constituting between 29 percent and 66 percent of customers in each IOU’s service
territory, depending on the IOU and the REC generation year.?®

Recently, the Joint IOUs began to use Pre-2019 Banked RECs to meet their RPS
compliance requirements for Current Bundled Customers, thus avoiding the purchase of
additional RECs at current market prices.3¢ In doing so, Current Bundled Customers receive the
deferred value of the Pre-2019 Banked RECs.?” However, Later Departing Customers still have
not received any value for the Pre-2019 Banked RECs for which they also paid when they were
Then-Bundled Customers—neither the ‘avoided cost’ value Current Bundled Customers enjoy
nor the ability to use those banked RECs.® These Later Departing Customers will not otherwise
receive any benefit when the IOUs use the RECs for Current Bundled Customer compliance
needs.?” Absent a credit to the PCIA or an allocation of these Pre-2019 Banked RECs, Later
Departing Customers will not receive a share of the value of those RECs despite paying for

them, as illustrated in Figure 6 below.*°

8 1d. at 13:11-14:2 (citing Exh. CCA-1 Attachment C [SCE response to CalCCA 3.14, PG&E
response to CalCCA 3.14, and SDG&E response to CalCCA 3.14]. There is arguably a fifth category of
customers within the pool of “Current Bundled Customers” who were Later Departing Customers that
then returned to bundled service. They are a very small portion of customers.

86 Id. at 14:3-5.

87 1d. at 14:5-6.

8 Id. at 14:6-9.

8 Id. at 14:9-11.

% Id. at 14:11-13.
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Figure 6: Customer Groups When Pre-2019 Banked RECs Are Later Used for
Compliance’!
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IV.  THE COMMISSION MUST ENSURE THAT CUSTOMERS WHO PAID FOR
PRE-2019 BANKED RECS RECEIVE THE BENEFIT OF THOSE RECS

A. The Indifference Principle Requires the Commission to Ensure All
Customers Who Depart IOU Service Still Receive the Benefit of the IOU-
Owned Resources for Which They Pay

In this proceeding the Commission is considering resources paid for by both Later
Departing Customers and Currently Bundled Customers before 2019. The Commission’s task is
to determine how to allocate the benefit of these Pre-2019 Banked RECs when the IOUs choose
to take these resources out of the bank and use them for compliance purposes now. The only
resolution that ensures indifference in compliance with section 366.2(g) is for hoth Later
Departing Customers and Currently Bundled Customers to receive the associated benefits for the
portions of the REC bank that they originally paid for. In other words, the Commission must
ensure that neither customer group is given the unlawful windfall of the entire benefit of

resources for which a share was paid for by the other customer group.

ot Id. at 14:14-16.
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Later Departing Customers paid for a portion of these RECs through generation rates
prior to their departure when they were bundled *? but they never benefitted from those RECs.
Instead, the RECs were banked for future use, meaning they were not used for compliance on
Later Departing Customers’ behalf when they were still bundled customers ** Furthermore, Later
Departing Customers did not receive a reduction in their generation rates for the value of these
RECs through a credit or any other mechanism ** Exhibit CCA-025 shows PG&E’s witness in its

2026 ERRA Forecast case admitting as much:*
11 0 Okay. 8o, Ms. Berry, let's now consider the
12 | customer who was bundled in 205 and has now departed
13 | sipnee then.
14 That customer would have paid for excess RECs
15 | in 2015, but would never have received a credit for that
16 | REC at the RPS benchmark; correct?
17 Jal That 1s correct.
18 0 ind that customer -- the same customer -- would
19 | never have had that same REC retired on her behalf; is
20 | that correct?

21 A That is correct. BAnd that was also consistent

This clear admission demonstrates the key fact underlying the need for the Commission to act:

Later Departing Customers paid for the Pre-2019 Banked RECs when they were generated; they

2 Vol. 1 Tr. 37:12-23; 39:5-41:1 (Joint IOU Panel [Brown, Morien, Pulgar]); Exh. CCA-25.
o Vol. 1 Tr. 45:22-46:6 (Joint IOU Panel [Brown, Morien. Pulgar]).

o Vol. 1 Tr. 47:23-48:12 (Joint IOU Panel [Brown, Morien, Pulgar]).

o Exh. CCA-25.
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have never benefitted from that payment; and, if the IOUs use the RECs for compliance without
crediting Later Departing Customers for their value, they never will benefit.

At the Track Two hearing and in testimony, the Joint IOUs repeatedly sought to cloud the
record on what should have been the simple question of whether both Previously Departed
Customers and Then-Bundled Customers received a credit, i.e., a reduction in cost responsibility,
for the renewable energy that created the RECs when the RECs were generated, or if only
Previously Departed Customers received that benefit.”® Despite strong assertions otherwise—
based almost entirely on semantics surrounding the word “credit”—the answer is that Then-
Bundled Customers never saw a reduction in their cost responsibility on account of the value of

the renewable energy that created the Banked RECs, but Previously Departed Customers did.”’

% The IOUs assert that the generation rates paid by Then-Bundled Customers took into account the

value of the RECs indirectly because their rates included the anticipated revenue from customers that at
the time were paying PCIA rates. See Vol. 1 Tr. 42:7-10 (Joint IOU Panel [Brown, Morien, Pulgar])
(“[BJundled service customers paid less because departing load customers had to contribute their above-
market costs, which did include the above-market RPS adder.”); 42:22-24 (Joint IOU Panel [Brown,
Morien, Pulgar]) (“Bundled generation rates were set to include the reduction that we expected to receive
from departing load customers’ PCIA revenue.”).

o7 See Vol. 1 Tr. 23:4-12; 41:10-45:21; Exh. JIOU-1 at 9, Fig. I1I-2. A share of the above-market
costs in the IOUs’ PCIA-eligible portfolio were recovered from Previously Departed Customers through
PCIA rates, and the rest of the cost of the portfolio was recovered from bundled customers through their
ERRA generation rates. To calculate those PCIA rates, the Commission compared the cost of an IOUs’
PCIA-eligible portfolio to the market value of that portfolio, with the difference constituting the above-
market costs of the IOUs portfolio. One component of the market value was the value of the forecasted
renewable energy to be generated that year, calculated as a forecasted quantity of renewable energy
multiplied by the then-applicable RPS MPB. Since the market value reduces the costs recovered via the
PCIA, another way of stating the impact would be to say that Previously Departed Customers’ PCIA rates
included a credit for the value of the forecasted renewable energy. Reducing ERRA generation rates by
the amount of PCIA revenue departed customers would provide is just an acknowledgement that
Previously Departed Customers helped cover the cost of the IOUs’ above-market costs when the RECs
were generated. The fact those rates included a credit from the PCIA only shows Previously Departed
Customers enjoyed a benefit from the RECs; it does not show that any other customers, including Later
Departing Customers, enjoyed a benefit. There certainly was no direct recognition of the value of the
RECs in Then Bundled Customers ERRA generation rates in the year they were generated. The simple
example in Exh. CCA-01, Attachment A, of CalCCA Witness Dickman’s direct testimony, better
demonstrates how each customer group is treated in the relevant timeframes.
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Later Departing Customers—who were Then Bundled Customers at the time the RECs
were banked—therefore have not received a “credit” or reduction in their PCIA obligation.
Instead, they paid for the RECs at the same generation rate as Currently Bundled Customers. The
RECs were simply put on the shelf to be used at a future date, but the Later Departing Customers
departed before the RECs were used for compliance. Today the IOUs seek to use the RECs for
RPS compliance on behalf of their bundled customers. The question the Commission must
address is how to value these RECs to ensure that a// customers that paid for the RECs receive
their share of the benefit.

B. To Achieve Indifference, the Commission Must Determine and Provide Later

Departing Customers Their Share of the Appropriate Value of the Pre-2019
Banked RECs

1. The Commission Should Value Pre-2019 Banked RECs at the
Compliance Year RPS MPB and Credit that Value to the Generation
Year’s Customer Vintage

As noted above, one of the methods Section 366.2(g) directs the Commission to ensure
indifference is by providing CCA customers the value of benefits remaining with bundled
service customers:

Estimated net unavoidable electricity costs paid by the customers of
a community choice aggregator shall be reduced by the value of any
benefits that remain with bundled service customers, unless the
customers of the community choice aggregator are allocated a fair
and equitable share of those benefits.”®

The Commission can accomplish its indifference mandate in this case by using a relatively
simple process that PG&E already used multiple times to allocate the value of Pre-2019 Banked

RECs.”” Namely, the Commission should value these Pre-2019 Banked RECs at the RPS MPB

% Cal. Pub. Util. Code § 366.2(g) (emphasis added).
9 Exh. CCA-01 at 31:8-32:5; Exh. CCA-03 at 19:14-20:14; Vol. 1 Tr. 103:3-105:5 (Joint IOU
Panel [Brown, Morien, Pulgar]) (demonstrating PG&E’s past valuation of Pre-2019 Banked RECs at the
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for the year in which the RECs are used for compliance, and should credit the value for these
REC:s to the customer vintage corresponding to the RECs’ generation year. In other words, if a
REC was generated in 2015, the credit is placed in that vintage year; customers who departed in
2016 and thereafter will receive their proportionate share of the credit.

When the IOUs use Pre-2019 Banked RECs to comply with RPS obligations, the value of
these banked REC:s is best calculated by identifying the avoided cost of alternate RPS-
compliance attributes that the IOUs would have needed to purchase absent the availability of the
Pre-2019 Banked RECs.!% These purchases would have occurred in the market,'°! and the RPS
MPB in the compliance year is a proxy value that best estimates that avoided cost.!?? Crediting
this value to the customer vintage year in which the REC was banked takes advantage of the
‘vintaging’ feature of the PCIA and allocates appropriate costs and values to the relevant

customer groups. '

Because of the way PCIA vintaging works, this credit will avoid double
compensating or double charging any of these groups.!® The vintaging process will
proportionately spread out the benefits of those RECs to the customer vintages who paid for
them.!%> Using this methodology is the only just and reasonable outcome, and it is the only
outcome that ensures there is no unlawful discrimination against customers or classes of
customers.

CalCCA Witness Dickman provides a numerical example reproduced in Table 1, below,

to illustrate how the vintage-specific credit works. In the example, the value of the RECs banked

compliance year RPS MPB and crediting that value to the RECs’ generation year vintages, in the same
manner as CalCCA’s proposal in this proceeding).

100 Exh. CCA-01 at 21:10-13.

101 Id

2 Id. at28:12-17.

103 Id. at 29:1-6.

104 Id. at 30:13-31:4.

105 Id. at 29:1-6; 30:19-31:1.
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in 2015 is $6 million in 2026.'% To accomplish indifference, Later Departing Customers should
be given a credit of $3.6 million in exchange for their 60 percent share of the REC bank (60,000
megawatt hours (MWh) * $60/MWh).!%7 Crediting the total value of the 2015 banked RECs (i.e.,
$6 million) to resource vintage 2015 results in this $3.6 million returning through PCIA rates to
Later Departing Customers (who departed bundled service between 2015 and 2025).1%8

Table 1: PCIA Rate Impact of Vintage-Specific Credit!'"

PCIA Template (Simplified)

Vintage UOGLegacy 2009 # # # ## 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 Total

Cost of Portfolio ($000)

Market Value of Portfolio ($000)

RPSValue ($6,000) ($6,000)
Indifference Amount $0 $0 # # # # # ($6,000) $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0  ($6,000)
10U System Sales by Vintage (GWh) 70,000 70,000 63,000 59,564 56,127 52,691 49,255 45818 42,382 38945 35509 32,073 28,636 25200
PCIA Rates . - (0.0001) (0.0001) (0.0001) (0.0001) (0.0001) (0.0001) (0.0001) (0.0001) (0.0001) (0.0001) (0.0001) (0.0001)
Value to Bundled Load ($2,400)  ($2,400)
Value to Later Departed Load $0 SO #####  ($327) ($327)  ($327)  ($327)  ($327)  ($327)  ($327)  ($327)  ($327)  ($327)  ($327) ($3,600)
Total Banked REC Value ($000) $0 SO #####  ($327)  ($327)  ($327)  ($327)  ($327)  ($327)  ($327)  ($327)  ($327)  ($327)  ($327) ($2,400) ($6,000)

Current Bundled Customers are able to use the banked RECs and end up paying $0 for their
share of these RECs.!!? This is fair because they originally paid for these RECs, and therefore no
double payment for the RECs will occur.!!! The PCIA vintaging process will drop $2.4 million
back into the pockets of Current Bundled Customers (seen in the 2026 vintage column in Table
1) precisely to offset the $2.4 million value of their portion of the REC bank (40 percent of the
$6 million flowed through the PCIA).!'? They therefore end up paying $0 for the use of their 40

percent of the banked RECs.!!3

106 Id. at Attachment A-3.

107 Id. at Attachment A-3.

108 Id. at Attachment A-4.

109 Id. at Attachment A-4. Note that this example assumes customers depart at a linear rate although
the model would work for any rate of customer departure.

o See id. at Attachment A-3 — A-4.

H See id. at Attachment A-2 — A-4.

12 Id. at Attachment A-4.

13 See id. at Attachment A-4.
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This allocation treats all customers fairly and ensures three things. First, Later Departing
Customers receive their share of the benefit for the RECs for which they originally paid when the
RECs are pulled out of the bank and used for compliance. In the above example, these customers
receive the current value of 60 percent of the 2015 banked RECs.!!*

Second, Current Bundled Customers receive a proportionate credit for the portion of the
RECs for which they initially paid. In the above example, Current Bundled Customers receive
their 40 percent of the 2015 banked RECs for which they paid in 2015 without having to pay for
them again.!!'> Overall, Current Bundled Customers purchased their share of the banked RECs in
2015 (40,000 MWh), and purchased Later Departing Customers’ share of the banked RECs in
2026 (60,000 MWh) because they are using them solely for Current Bundled Customer
compliance. Third, Previously Departed Customers receive nothing in 2026—no true up, no
‘double payment’ for RECs, and no reopening or reconsideration of generation rates paid a
decade ago.!1®

2. The Commission Could, in the Alternative, Allocate the Pre-2019
Banked RECs to CCA Customers

In the alternative, the Commission could utilize section 366.2(g)’s “allocation” option to

achieve indifference regarding the IOUs’ use of Pre-2019 Banked RECs:

4 Id. at 29:1-3.

1 Id. at 29:3-5. As Table 1 demonstrates, the PCIA vintaging process deposits a credit that is
designed to precisely offset any debit for these RECs.

te Id. at 29:5-6.

25



Estimated net unavoidable electricity costs paid by the customers of a
community choice aggregator shall be reduced by the value of any benefits
that remain with bundled service customers, unless the customers of the
community choice aggregator are allocated a fair and equitable share of
those benefits.!\’

To achieve indifference using this pathway, the Commission would require the IOUs to
proportionately allocate Pre-2019 Banked RECs to the customers who paid for these RECs via a
decrement to the applicable LSE’s RPS Procurement Need.!!® This allocation would use the
same proportions as CalCCA’s valuation proposal described supra (i.e., based on the proportions
of RECs for which Later Departing Customers and Currently Bundled Customers originally
paid).!"”

For the allocation, the IOU would determine how many Pre-2019 Banked RECs it needs
to use in a particular year.'?° Then, the IOU would determine the proportional amount of Pre-
2019 Banked RECs to allocate to Later Departing Customers.!?! For example and as set forth in
Witness Dickman’s testimony, if the IOU wants to use 10,000 MWh of 2015 banked RECs in
2026, it would identify an additional 15,000 MWh of 2015 banked RECs to allocate ((reflecting
the 40 percent Current Bundled and 60 percent Later Departing Customer split).!?? The IOU
would therefore end up using 25,000 MWh of its total 100,000 MWh of 2015 banked RECs for
compliance, but would allocate 15,000 MWh of those RECs to the LSEs that serve those
customer vintages.!?* These 15,000 MWh of RECs would be allocated to vintages using the

PCIA vintaging tool in a similar manner as the valuation proposal discussed supra.'?* Then each

7 Cal. Pub. Util. Code § 366.2(g) (emphasis added).

e Exh. CCA-03 at 22:6-8.

1o Exh. CCA-01 at 23:12-24:2.

120 Id. at 21:23-22:2; 23:14-24:6.

12! Id. at 23:12-24:6.

122 See id. at 23:14-24:6 (using the same proportion by different absolute values of MWhs).
123 Id. at 24:2-5.

124 Id. at 21:23-22:2.
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vintage would be allocated to the various LSEs serving customers in that vintage proportionate to
their vintage load.!? This allocation would reduce those LSEs” RPS compliance needs.!?°

The allocation of these RECs would benefit the Later Departing Customers who
originally paid for the RECs as follows. Later Departing Customers would benefit by a decrease
in their LSEs” RPS compliance needs (in the example above by 15,000 MWh total).'?” The IOU
compliance need would then be increased by the same amount (in the example above, this would
increase the RPS compliance need by 15,000 MWh so that the 25,000 MWh used from the bank
would result in a total RPS compliance impact of -10,000 MWh).'?® Ownership of the REC
would never be transferred to another LSE.!?° The IOU would simply have to use more of the
RECs in its WREGIS retirement account to meet its compliance need.!*° The increase would
directly correspond to the decrease in RPS procurement need for the CCA or ESP.!3! The precise
amount of RECs used would be determined in the IOUs’ annual ERRA Forecast proceedings
based on each IOUs’ forecasted need to use Pre-2019 Banked RECs.!3? The Commission could
implement these changes with simple offsetting adjustments to the Excess Procurement Bank
quantities on the relevant LSEs’ RPS Compliance Reporting Template.!3?

The Commission has used a similar method of allocation for Resource Adequacy (RA)

allocation for the Cost Allocation Mechanism (CAM) in the Commission’s RA compliance

125 Id. at 24:2-4.

126 Exh. CCA-03 at 22:6-8.

127 See id. at 22:6-8.

128 Exh. CCA-02 at 23:4-6; Exh. CCA-01 at 23:14-24:2 (using the same proportions but different
absolute quantity).

129 Exh. CCA-03 at 22:21-23.

130 See Exh. CCA-01 at 23:14-24:2.

131 Exh. CCA-03 at 22:6-8.

132 Id. at 23:1-4.

133 Id. at 23:1-14.
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program.'3* RA capacity is similar to RPS compliance in that LSEs must demonstrate to the
Commission that they have procured enough RA capacity per compliance period.!3*> Under the
Commission’s CAM framework, “when the IOU procures a resource on behalf of bundled and
unbundled customers (as directed by the Commission), each LSE in the IOU service territory is
allocated a load ratio share of the RA provided by the resource.”!3¢ However, the IOU still
retains ownership of the allocated RA portion.!3” The Commission accounts for the fact that the
RA is meant to count towards the other LSEs’ RA compliance obligation by raising the IOU’s
RA requirement an equal amount and reducing the other LSEs’ RA requirement by their
allocated share of the CAM resources.'*®
This proposal also complies with the laws governing California’s RPS statutes.

Specifically, section 399.15(b)(2) requires the Commission to:

[E]stablish the quantity of electricity products from eligible

renewable energy resources to be procured by the retail seller for

each compliance period. These quantities shall be established in the

same manner for all retail sellers and result in the same percentages
used to establish compliance period quantities for all retail sellers.!3°

Under CalCCA’s allocation proposal the Commission will not change the manner in which the
relevant quantities are established, or the fact that resulting quantities “result in the same
percentages used to establish compliance period quantities.”!*’ The Commission has already

“establish[ed]” the required RPS compliance minimums in D.19-06-023 and the resulting

134 Exh. CCA-01 at 22:6-8. The Commission also allocates Diablo Canyon Power Plant capacity in a

similar manner. D.23-12-036 at OP 9, COL 42; D.24-12-033 at 54-55.
135 Exh. CCA-01 at 22:8-9.

136 Id. at 22:9-12.

137 Id. at 22:12-13.

138 Id. at 22:12-15.

139 Cal. Pub. Util. Code § 399.15(b)(2)(A).

140 Id
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percentages, and CalCCA’s proposal does not change that fact that these were established and
remain unchanged.

CalCCA’s proposal would operate, instead, as an adjustment to the Excess Procurement
Bank quantities found in the LSEs’ RPS Compliance Reporting Templates.'*! Under section
399.13, the Commission has authority to set rules governing LSE use of their REC banks.
Section 399.13 empowers the Commission to create rules “permitting retail sellers to
accumulate, beginning January 1, 2011, excess procurement in one compliance period to be
applied to any subsequent compliance period.”'*? The allocation proposal would simply adopt
the following rule applicable to all LSEs: to the extent an LSE retains RECs in their banks
previously paid by other customer groups, they should allocate those RECs to the other customer
groups through offsetting adjustments to their respective Excess Procurement Banks. !4
3. If the Commission Rejects These Two Proposals, the Commission

Could Adopt the Staff Report’s Suggestion to Value Pre-2019 Banked
REC:s at their Compliance Value

The Staff Report concludes that “CalCCA makes a compelling argument that departed
customers paid for a portion of these RECs[.]”!** =With that principle established, section
366.2(g) requires the Commission to achieve indifference by providing the value of the benefits
from those payment back to departed customers. Therefore, the commission should value the
Pre-2019 Banked RECs at the compliance year RPS MPB and credit that value to the customer
vintage of the year in which the RECs were generated. Section 366.2(g) also allows allocation as

discussed above.

tal See Exh. CCA-03 at 23:1-4 (citing Final 2023 RPS Compliance Report Templates available at:
https://www.cpuc.ca.gov/industries-and-topics/electrical-energy/electric-power-procurement/rps/rps-
compliance-rules-and-process/rps-compliance-and-reporting. )

142 Cal. Pub. Util. Code § 399.13(5)(B).

143 See id. (“The rules shall apply equally to all retail sellers.”).

14 Staff Report at 8.
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However, if the Commission decides not to use the methodologies recommended by
CalCCA, any alternative valuation methodology still must be grounded in the compliance value
of those RECs (i.e., the IOUs’ avoided cost).!** The Staff Report acknowledges that these Pre-
2019 Banked RECs have compliance value even if their market value is debated.!#® The Public
Advocates Office at the California Public Utilities Commission (Cal Advocates) have also
concluded that “Pre-2019 Banked RECs should not be valued at zero dollars because they clearly
provide some quantifiable compliance value to ratepayers.”'#” Per Cal Advocates:

Pre-2019 Banked RECs can be used to meet LSEs’ RPS compliance

obligations and therefore provide value to ratepayers when used.

Like PCC 3 RECs, Pre-2019 Banked RECs are unbundled from

energy and do not contribute to an LSE’s Power Content Label.

However, like PCC 1 RECs, Pre-2019 Banked RECs can be used

indiscriminately to meet LSE RPS obligations. The Commission

should consider valuing Pre-2019 Banked RECs based on the

attributes they share with PCC 1 and PCC 3 RECs.!#
Lastly, the Joint IOUs also agree that “[t]he purpose of the REC is to demonstrate RPS
compliance.”!* Therefore, if the Commission determines Pre-2019 Banked RECs should not be
valued or allocated as discussed supra, the RECs should be valued using the following formula
that generally aligns with Cal Advocates’ recommendation:

Pre-2019 Banked REC Price = (RPS MPB x 90%) + (PCC 3 Market Price x 10%)"°

Using this methodology, 90 percent of the value would be based on the current-year RPS

MPB (i.e., the best available proxy for PCC 1 REC prices) and 10 percent would be based on a

1 Exh. CCA-03 at 24:15-18.

146 Id. (citing Staff Report at 8).

147 Reply Testimony of Cal Advocates on Track Two of the Order Instituting Rulemaking to Update
and Reform Energy Resource Recovery Account and Power Charge Indifference Adjustment Policies and
Processes, R.25-02-005 (Mar. 23, 2026), at 7.

148 1d. at 8 (internal citations omitted).

149 Vol. 1 Tr. 28:24-25 (Joint IOU Panel [Brown, Morien, Pulgar]).

150 Exh. CCA-03 at 25:9-13.

30



current-year PCC 3 market price, reflecting the maximum share of RPS compliance that can be
satisfied with PCC 3 RECs under California statute.!>! The IOUs would use this calculation to
determine the value of the Pre-2019 Banked RECs they use for compliance, and use the same
vintage-specific PCIA credit methodology discussed supra in Section IV.B.1.1%2 The resulting
value reflects the “blended avoided cost of IOU market procurement foregone by using Pre-2019
Banked RECs.”!3 The IOUs can use up to 10 percent of PCC 3 RECs for compliance,'>* and those
PCC 3 RECs generally trade at a lower price than PCC 1 RECs.!>® This 90/10 weighing thereby
acknowledges that IOUs have “some amount of flexibility to rely on PCC 3 RECs, subject to
statutory limits, rather than only procuring PCC-1 RECs to meet RPS compliance
requirements.”!>® This weighting also recognizes that: (1) Pre-2019 Banked RECs can function as
PCC-1 RECs for IOU compliance; and (2) (consistent with Staff’s and Cal Advocates’
observations) Pre-2019 Banked RECs lack certain attributes of standard tradeable PCC-1 RECs. !>’
The Commission currently does not have a PCC-3 market price benchmark. However,
this could be determined through the same LSE survey process Energy Division uses to calculate
the RPS MPB, drawing on existing transaction data already collected as part of that process.!>® In
the near term, if Energy Division determines that sufficient PCC 3 transaction data is not

available to produce a reliable market price, the PCC 3 price component could conservatively be

151 Id. at 25:14-17.

152 Id. at 25:17-19.

153 Id. at 25:20-21.

154 Id. at 25:14-17.

155 Vol. 1 Tr. 145:18-20, 151:2-6 (Dickman); Exh. JIOU-05.
156 Exh. CCA-03 at 25:25-26:3.

157 Id. at 25:21-25.

158 Id. at 26:4-6.
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set to zero, effectively reducing the formula to 90 percent of the current-year RPS MPB until a

more robust data set is available.!®

While CalCCA recommends valuation of the Pre-2019 Banked RECs at the RPS MPB to
ensure indifference among bundled and unbundled customers is achieved, to the extent the
Commission seeks alternative methodologies it could either allocate the benefits, or base the
benefits on the 90/10 PCC-1 and PCC-3 valuation method discussed herein. In all events, any
valuation methodology adopted by the Commission in this proceeding must recognize the
compliance value of Pre-2019 Banked RECs to ensure indifference.'®

V. AMENDED SCOPING RULING ITEMS

A. CalCCA'’s Proposal to Value Pre-2019 Banked RECs at the Market Price
Benchmark is Consistent with Law and Precedent (Amended Scoping Ruling
Issue 1)16!

1. The Indifference Principles in Sections 365.2, 366.2, and 366.3 and
Prior Commission Decisions Require Later Departing Customers to
Receive Either a Credit for the IOUs’ Use of Pre-2019 Banked RECs
or an Allocation of a Fair and Equitable Share of the Benefits of Pre-
2019 Banked RECs (Issue 1.a)

a. California Law Requires the Commission to Ensure
“Indifference”

As noted above, California law requires the Commission to ensure indifference in the

context of retail choice. Sections 365.2, 366.2, and 366.3, read in concert, ' create a “two-way

139 Id. at 26:6-9.

160 Vol. 1 Tr. 52:18-53:2 (Joint IOU Panel [Brown, Morien, Pulgar]); Exh. CCA-03 at 26:10-11.

tol Issues referenced in subtitles of this Section refer to the Issues set forth in the Amended Scoping
Ruling.

162 While CalCCA believes there is no conflict between the statutory instructions in §§ 365.2, 366.2,
and 366.3, the IOUs seek an outcome that completely reads out § 366.2(g)’s clear language (requiring
departing load to receive the value of benefits that remain with bundled load or an allocation of those
benefits). This would violate the Commission’s responsibility to, assuming there exists a conflict between
two statutory mandates, attempt to harmonize the statutes and best give effect to both. See San Mateo City
School Dist. v. Public Employment Relations Bd. (1983) 33 Cal.3d 850, 865 (holding the agency
“reasonably construe[d]” a statute “in harmony with ... existing sections of the Education Code” because
“[t]his ... is the correct approach when several provisions of state law address a similar subject.”); see

32



street” of indifference that is intuitively just, reasonable, and non-discriminatory as required by
Sections 451 and 453. On the one hand, an IOU bundled customer should not be disadvantaged
by another customer’s decision to depart for another LSE.!®* The departed customer must
continue to pay for costs incurred on their behalf when they were bundled. On the other hand,
departed customers should not be required to pay for “avoidable” costs and costs not incurred on
their behalf. In addition, in return for their payments, departed customers must receive either the
value or allocation of the benefits remaining with bundled customers.!®* In other words, the
indifference statutes were adopted to protect both bundled and unbundled customers.

b. CalCCA’s Pre-2019 Banked REC Proposal is Consistent With
the Statutory Indifference Framework

CalCCA’s Pre-2019 Banked REC proposal is consistent with the statutory indifference
framework. Pre-2019 Banked RECs “remain” with bundled customers when customers depart.
Bundled Customers benefit when the IOUs use the banked RECs for their RPS compliance. The
use of these RECs for compliance permits the IOU to avoid purchasing additional RECs on the
market. Section 366.3 permits customers to be charged for the costs of their RPS compliance.
The IOUs are obligated to meet their RPS compliance minimums while conveying to departed
load the “value” of “benefits” that “remain[]” with bundled customers.'® Bundled customers
have the obligation to pay the costs necessary to meet the RPS obligations. Bundled customers

pay for RPS generation or pay for RECs purchased through PPAs, and—if the RECs they paid

also D.03-06-074, Order Denying Reh’g of D.02-09-053, R.01-10-024 (June 24, 2003), at 11
(“Conflicting statutes must be harmonized, if at all possible, giving effect to both statutes in order to
implement legislative purpose.”)

163 See Cal. Pub. Util. Code § 366.3.

te4 Cal. Pub. Util. Code § 366.2(g).

165 See id.
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for are not enough—these customers either pay for the procurement of additional RECs from the
market or they must pay to use the RECs originally paid for by now-departed customers.!%

The IOUs attempt to portray this latter payment as a “cost increase” under the terms of
sections 366.3 or 365.2 would permit bundled load to keep and use RECs that were paid for by
departed load without providing any benefit to that departed load (in violation of section
366.2(g)). This interpretation is non-sensical and—if true—would render the concept of
indifference meaningless and improperly read out language from section 366.2(g). Under this
reading of section 366.3, any reduction in the PCIA for the “value of any benefits that remain”
(required by 366.2(g)) is mechanically a “cost increase” and therefore unlawful. The PCIA is
not, and cannot be, a “finders-keepers” methodology: bundled customers who ‘keep’ the RECs
(by using them for RPS compliance) do not suffer a “cost increase” if they are made to pay
departed load for the RECs (paid for by departed load) that they ‘find’.

CalCCA'’s alternate proposal to allocate Pre-2019 Banked RECs when IOUs seek to use
them for compliance (as is permitted by 366.2(g)) further demonstrates why this is not an
increase in costs. Under such an allocation, Later-Departed Customers receive the RECs they
paid for, and would receive the same proportion (as an allocation) that CalCCA proposes to
value.

c. Past Decisions Did Not and Could Not Prevent from
Accomplishing Statutory Indifference

The I0OUs have argued that past ERRA decisions, including D.11-12-018, D.18-10-019,
and D.19-10-001 have ratified their proposal to deny departed load any value for these RECs by

valuing them at $0.'6” However, to the extent these ERRA decisions did approve the IOUs’

16 Vol. 1 Tr. 28:4-21 (Joint IOU Panel [Brown, Morien, Pulgar]).
167 Exh. JIOU-01 at 27:22-28:4.
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proposal, they were clearly interim solutions until the Commission could properly address this
issue in another rulemaking. The Decisions explicitly state that the determination was interim,
declining the IOUs’ invitations to convert them into unconditional statements of permanent
binding policy.!® In last year’s ERRA Forecast Decisions, the Commission explicitly stated that
Pre-2019 Banked REC valuation would be considered in a future rulemaking.'®

The IOUs have also argued that the Commission’s past rulemaking decisions (and
statements made by parties in working groups during past rulemakings) are binding in this case.
That is incorrect. The Commission has noted that this issue was not conclusively resolved by
prior decisions.!”® Even if these decisions did “resolve” the issue, the Commission is not bound
by its prior decisions, especially if it determines those decisions did not comply with the
indifference statutes.!”! Finally, past statements, or even alleged non-statements, from members
of past working groups!”? are not relevant to the ultimate question before the Commission: how
should the Commission value Pre-2019 Banked RECs in the PCIA to best achieve indifference

and its other policy objectives?

168 D.25-12-028, Decision Approving Southern California Edison Company’s 2026 Energy Resource

Recovery Account-Related Revenue Requirement Forecast, A.25-05-008 (Dec. 18, 2025), at 111-113,
COL 14 (“interim”); D.25-12-027, Decision Approving Pacific Gas and Electric Company’s 2026 Energy
Resource Recovery Account Related Forecast Revenue Requirement and 2026 Electric Sales Forecast,
A.25-05-011 (Dec. 18, 2025), at FOF 15 (“on an interim basis for the purpose of this decision”); D.24-12-
039, Decision Approving Southern California Edison Company’s 2025 Energy Resource Recovery
Account-Related Forecast Revenue Requirement, A.24-05-007 (Dec. 19, 2024) at 68 (approving treatment
“for this proceeding”); D.24-08-004, Decision Denying Petition for Modification of Decision 23-06-006,
R.17-06-026 (Aug. 1, 2024), at 5 (denying SCE’s Petition for Modification and saying the Commission
“may consider the issue in a future rulemaking”); D.23-11-094, Southern California Edison Company’s
2024 Energy Resource Recovery Account Forecast, A.23-06-001 (Nov. 30, 2023), at 60 (“interim”).

109 D.25-12-028, COL 15; D.25-12-027, OP 5-6.

170 See D.25-12-028, at 111-112 (discussing disputed language in D.19-10-001 and subsequent
decisions).

7 D.21-06-042, Order Denying Rehearing of Decision 20-08-045, (A.18-06-015) (June 24, 2021), at
5 (citing Postal Telegraph-Cale Co. v. Railroad Com. of Cal. 197 Cal. 426, 436 (1925); section 1708).

172 See Exh. JIOU-01 at 13:20-19:13; Exh. JIOU-02 at 15:3-17:4.
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2. Valuing Pre-2019 Banked RECs Used for Compliance in a Later Year
at the MPB for That Compliance Year is Just and Reasonable, and
Does Not Cause Unreasonable or Unjust Downstream Consequences
(Issue 1.b)

CalCCA’s proposal also meets the just and reasonable standard under section 451
because it fits within the statutory indifference framework. The proposal leaves all relevant
groups of customers—Previously Departed Customers, Later Departing Customers, and Current
Bundled Customers!’*—as having paid for Pre-2019 Banked RECs one time and having received
the benefit from those RECs one time. The best proxy for the value of a banked REC used for
compliance in a particular year is the RPS MPB, which approximates the avoided cost of
procuring additional PCC-1 RECs (i.e., the original categorization of the banked RECs), in the
market. Any other proposal—especially one that values Pre-2019 Banked RECs at zero dollars—
leaves a group of customers who paid for a resource without a reasonable benefit from that
resource: a clear unjust and unreasonably discriminatory result.

The record shows the IOUs exaggerate their claims of CalCCA’s proposal causing
significant impacts to bundled customer affordability, over-tightening of the RPS market, and
enormous obstacles to the IOUs optimizing their portfolios and meeting renewable energy goals.
Equally specious is the Joint IOUs “Back to the Future” counterfactual argument that the
Commission would not have adopted VAMO in 2021 if Pre-2019 Banked RECs were valued at
the RPS MPB today.

As set forth below, the near-term rate impacts from CalCCA’s proposal on bundled
customers are tiny and, in some cases, non-existent. The claimed impacts to the RPS market—

which will only occur if certain market factors exist—would be muted in the short-term and

173 As a reminder, the fourth group discussed supra, Then-Bundled Customers, split into two of these

groups (Later Departing Customers and Current Bundled Customers).
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avoidable over the long-term. And the VAMO decision on which the IOUs rely does not support
their reasoning that the Commission relied on a zero valuation of REC banks to determine the
utilities were long.

The uncertain potential for downstream consequences for one group of LSEs should not
outweigh the certainty of an existing cost shift from one customer group to another. Setting rates
that fail the statutory indifference standard because one group of LSEs may have sold themselves
short violates section 451.

a. The IOUs’ Own Numbers Show CalCCA’s Proposal Has De

Minimis Near-Term Impacts on Bundled Customer
Affordability

The best evidence at hand regarding the direct, near-term impacts of CalCCA’s proposal
is evidence from the IOUs recently filed 2027 ERRA Forecast cases.!” However, these cases
demonstrate that CalCCA’s Proposal would have de minimis ratepayer impacts. SDG&E

currently does not forecast using any Pre-2019 Banked RECs in 2027:!75

174 Vol. 1 Tr. 63:10-22 (IOU panel [Brown, Morien, Pulgar]).
17 Vol. 1 Tr. 68:15-70:11 (Morien).

37



15 Ms. Morien, do you agree that the impacts on

16 customers' rates in the RPS market would be seen in the
17 I0Us' ERRA forecast cases?

18 WITNESS MORIEN: Yes, that's -- I agree.

19 Q And then do you agree that SDG&E does not

20 anticipate using any pre-2019 banked RECs to meet its

21 RPS obligations in 20277
2 A That 1s what ocur 2027 ERRA forecast testimony

23 says, vyes. ]

As a result, there currently are no impacts from CalCCA’s proposal in SDG&E’s service
ternitory since, as SDG&E's Witness Morien admitted during hearing, zero RECs multiplied by
any RPS MPB would be a net impact of zero dollars '

PG&E’s service territory currently sees the largest impact to its bundled customers in
2027, but even there the maximum impact 1s de minimis since the IOU only forecasts using-
I in 2027, or less than | of its total stockpile of Pre-2019 Banked RECs.'"” Even at
the level of an RPS MPB of $62.45/MWHh, that forecasted usage results in a net charge to
bundled customers of nnly-a"kﬂmratt—hnm (kWh) in 2027 For a customer using 500

kWh, that 1s a monthly bill impact nf- to ensure all customers receive a benefit for the

176 Vol. 1 Tr. 73:1-6 (Morien).

7 Exh. CCA-18 and Exh. CCA-18C.

178 Exh. CCA-18 and Exh. CCA-18C. The reason 1t 15 a “net charge™ 1s that only a portion of the Pre-
2019 Banked RECs would require compensation to Later Departing Customers under CalCCA’'s
proposal. Some of those RECs were paid for by Then-Bundled Customers who remain bundled today and
there 1s no additional net cost to Current Bundled Customers for these RECs under CalCCA’s proposal.
Current Bundled Customers are in the IOUs” most recent customer vintage, and CalCCA’s proposal will
ensure they recerve value of the proportion of RECs they already paid for. See Exh. CCA-01 at 7:4-16.
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RECs for which they paid.!” If the RPS MPB was instead $12/MWh, the net charge to bundled
customers would decrease to -kah in 2027, with a paltry monthly bill impact of
-

While SCE was unwilling to answer questions on this issue in response to discovery,!®!

or at hearing,'®? simple math makes clear the impacts in its service territory would be a fraction

ofthose in PGAE’s servie tertry.* |
I ' 1 0 RPS NP of SI2MWh,

impact would shrink to -.f’kWH and- per month. In other words, there essentially
would be no impact.
While the IOUs forecasted use of Pre-2019 Banked RECs will be updated in October,

there is good reason to believe these are the maximum rate impacts bundled customers would see

in these service territories in 2027, all other factors equal. _
N =

170 Exh. CCA-18 and Exh. CCA-18C.

180 Exh. CCA-18 and Exh. CCA-18C.

181 See Exhs. CCA-18 and CCA-18C (confirming most of Witness Dickman’s math calculating the
ratepayer impacts set forth in Exhs. CCA-04 and Exh. CCA-04C, but refusing to address the simple
assumptions and calculations needed to finalize those calculations).

182 Vol. 1, CONF Tr. at 96:4-20 (Brown).

183 Exh. CCA-19 and Exh. CCA-19C.

184 Exh. CCA-04C at 1:19-2:2.

185 Id. at 1:19-2:2.

186 Vol. 1, CONF Tr. at 90:24-92:1 (Brown).
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since no party has proposed valuing the Pre-2019 Banked RECs below zero dollars, these
quantities likely represent the maximum Pre-2019 Banked RECs the IOUs will use in 2027.
These maximum near-term impacts—calculated with the IOUs own numbers in their own ERRA
Forecast cases—are quite minimal and far from the massive impacts to bundled customer
affordability the IOUs predicted in their testimony.

b. CalCCA’s Proposal Will Not Cause the Apocalyptic Harm to
the RPS Market the IOUs Claim it Will

The Joint IOUs’ also “cry wolf” loudly and repeatedly in this proceeding on the harmful
impact of CalCCA’s proposal to the RPS market and reduced incentives for the IOUs to sell
excess renewable resources. In testimony and ex parte meetings, the IOUs claim CalCCA’s
proposal will:

o “[FJundamentally alter the market economics of RPS compliance; %’

e Put at risk “the RPS affordability of LSEs across the state;”'*°

e Lead to the economics of RPS sales being “drastically” changed;'*!

e Puta “strain on the market” that will artificially increase the RPS MPB:'*? and

187 Vol. 1, CONF Tr. at 76:21-24 (Pulgar).

188 See, e.g., Vol. 1, CONF Tr. at 77:10-17 (Pulgar); Vol. 1, Tr. at 68:19-23 (Morien), Exh. JIOU-01
at 16:18-17:2.

189 Exh. JIOU-02 at 23:10-11 (“CalCCA’s ... proposal would fundamentally alter the market
economics of RPS compliance and would likely have a negative effect on customer affordability.”).

0 Exh. JIOU-01 at 38:3-4.

191 Id. at 36:5-6 (“the economics of conducting RPS sales could change drastically for the IOUs.”)
192 Id. at 42:5-14 (arguing there would be a “strain on the market” similar to the end of a compliance
period that would artificially increase the RPS MPB).
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e Have “serious downstream consequences.”'"*

The record provides ample evidence to doubt these claims of an impending RPS apocalypse.
The trigger of the IOUs’ concerns appears to be that CalCCA’s proposal could cause the
market supply of RECs to grow tighter if certain market factors exist.!”* The IOUs” argument is
that valuing Pre-2019 Banked RECs at a non-zero value may result in a situation in which
purchasing RECs in the RPS market is the least-cost option for the IOUs, and, as a result, the
IOUs may avoid using their bank of Pre-2019 Banked RECs.!*’ In that case, the IOUs may seek
to purchase PCC-3 RECs in the market or accelerate long-term procurement of PCC-1 RECs.!%
However, the IOUs entrance into the market would only have the impacts the IOUs
suggest if the IOUs actually forego using their REC banks and certain market factors exist. The
factors include the IOUs seeking to procure sufficient amounts of RECs to cause a surge in
demand, the RPS MPB being high enough to make using Banked RECs an uneconomic choice,
and the RPS market being tight enough to be vulnerable to a surge in demand. Few, if any, of

these factors currently exist, and many may only develop over time and after the IOUs have the

ability to adapt to the valuation.

193 San Diego Gas and Electric Company (U 902 E), Southern California Edison Company (U338-
E) and Pacific Gas and Electric Company’s (U 39-E) Notice of Ex Parte Communication, R.25-02-005,
(Apr. 20, 2026) (IOU Ex Parte), Attachment A, Slide 2.

o4 Exh. JIOU-01 at 35:3-5, 22.

195 1d. at 35:5-9 (“A non-zero valuation could create a disincentive to use the Pre-2019 Banked RECs
for RPS compliance if alternative procurement is a more economic option for the IOUs. A non-zero
valuation could lead to a situation whereby IOUs forgo utilizing Pre-2019 Banked RECs because
procuring an unbundled REC product, for example, would be less costly than compensating departing
load customers again for these Pre-2019 Banked RECs.”)

196 See id. at 40:3-15 (“if the Commission were to order the IOUs to provide a credit of $20/MWh
for every Pre-2019 Banked REC to departing load customers, the IOUs would be incentivized to purchase
products that may be lower-priced, such as unbundled Portfolio Content Category (PCC) 3 REC:s...
Similarly, if the IOUs are required to re-value the Pre-2019 Banked RECs at above zero, IOUs may elect
to accelerate long-term procurement .....”).
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In fact, the IOUs’ claims they would forego the use of attributes already in their
possession runs contrary to prior statements from PG&E that doing so is “non-sensical.” For
example, PG&E took the opposite position when faced with a similar circumstance related to
providing substitution RA for the Diablo Canyon Nuclear Power Plant (DCPP) during extended
operations.'” In the 2026 DCPP Forecast proceeding (Application (A.) 25-03-015),'%8 the
Alliance for Nuclear Responsibility (A4NR) recommended PG&E purchase the capacity needed
for DCPP substitution capacity from the RA bilateral market because it could be purchased at a
lower cost rather than using capacity that already existed in the PCIA-eligible portfolio but

which would be valued at the RA MPB (and charged to the DCPP extended operations balancing

account) when used for DCPP needs.'”’

PG&E responded to A4NR’s proposal arguing:

Consistent with portfolio planning and management practices,
PG&E uses capacity from its existing portfolio to meet its RA
compliance obligations, including its California Independent
System Operation Corporation (CAISO) substitution capacity
obligations. In the event that PG&E does not have sufficient
capacity from its existing portfolio, PG&E makes attempts to
purchase capacity from the RA market to meet the shortfall.
Requiring PG&E to effectively disregard capacity from its existing
portfolio and solely rely on the RA market for DCPP’s substitution
capacity is nonsensical and would increase the total cost for
customers.>*
Despite these arguments in the DCPP case, PG&E argues in this case that it would rather forgo

the use of Pre-2019 Banked REC:s in its existing portfolio in favor of purchasing more RECs in

the market.

197 Exh. CCA-01 at 24, n. 49 (citing to PG&E’s Rebuttal Testimony in A.25-03-015).
198 Id

199 Id

200 Id. (emphasis added).
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In addition, the IOUs anticipate needing only a small portion of their Pre-2019 Banked

RECs i the near future, thereby suppressing the likelihood they will seek to purchase market-

moving quantities of RECs. The IOUs admut that the direct impact of CalCCA’s proposal on the

RPS market will depend on the number of Pre-2019 Banked RECSs they forecast they will need to

use each year and, looking forward, in each RPS compliance period: !

10

11

12

13

14

15

16

Q Would you agree the impact of CalCCA's proposal
depends on the number of pre-2019 banked RECs the
utility forecasts it would need to use in each year and
each compliance period?

A Erica Brown. I would agree that the direct
impact of the proposal depends on the amount used, but

that's not the full scope of the impact.

The I0OUs also admut that any impacts to bundled customers will occur over time, rather than all

at once:?%?
23 Q And would you agree that the impacts of
24 CalCCA's proposal are likely to be felt over time unless

25 a utility would need their entire pre-2019 REC bank in
1 one year?
2 i) Erica Brown. I agree that there would be a
3 lingering impact on CalCCA's proposal.

20 Vol. 1 Tr. 63:10-16 (IOU Panel [Brown, Morien, Pulgar]).

2

Vol. 1 Tr. 63:23-64-2 (I0U Panel [Brown, Mornien, Pulgar]).
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For example, Witness Brown explained at hearing that PG&E has abou‘[- GWh of Pre-

2019 Banked RECs in its REC Bank as of January 1,7 but only forecasts using around-

GWh of Pre-2019 Banked RECs n 2027 = [
-

Finally, much of the IOUs” argument rests on the premise that the RPS MPB will remain
high enough to spur their sudden, substantial entrance into the RPS market. While the current
RPS MPB is approximately $62.45/MWh, the IOUs’ own Exh. JIOU-5 demonstrates a
significant softening of PCC-1 REC prices in Q4 of 2025 to Q1 of 2026 to levels of $10.95
MWh for 2026 and $16/MWh for 2027:>

Figure 7: Excerpt from Exh. JIOU-5

US California REC prices Q4 2025-Jan. 2026

($/MWh)
25
20 == Bucket 12025
Bucket 12026
15 == Bucket 2 2025
Bucket 2 2026
10 == Bucket 32025
. == Bucket 3 2026
Q
Oct-25 Dec-25 Feb-26

Source: S&P Global Energy

203 Vol. 1, CONF Tr. at 88:8-20 (Brown).
204 Id. at 91:8-13.

205 Id. at 92:21-93:8.

206 I(f.

207 Exh. JIOU-05 at pp. 1/4-2/4.



As Witness Dickman explained at hearing, that softening would flow through the RPS MPB 2%
and ultimately reduce both the price risk the IOUs would face by using therr REC bank and,
therefore, the incentive to avoid that price nsk.

Finally, even if the RPS MPB results in an incentive to purchase RECs m the market, the
kind of drastic impacts the IOUs predict will require a tight RPS market with little short-term
supply. Here again, the recent data in Exh JIOU-5 1s mstructive and shows the opposite 1s
true-299

e “‘[Califorma] has been quiet as of late,” a trader said;”

“‘[S]ellers [are] struggling to move volumes in the absence of active buyers,””

e “*Sounds like there might be a bit of oversupply they are trying to move, but the
inexistence of bids made the sale impossible;"”

e “This pomts to a market described by oversupply and imbalance between buyers and
sellers;” and

e “Taken together, conversations across January 2026 suggest persistent offer pressure
and thin bidding activity have kept the market tone soft, particularly for PCC3
contracts.”

The IOU Panel during the evidentiary hearing agreed:*!°

4 Q So all of these statements would suggest that
5 demand for RECs 1s currently soft and not susceptible to
6 being overwhelmed by the utilities entering into that

7 market to buy RECs, right?
8 .\ At this point in time, that 1s what 1t

9 suggests.

208 Vol. 1 Tr. 160:8-161:13 (Dickman).
209 Exh. JIOU-05 at 3/4 (emphasis added).
2o Vol. 1 Tr. 68:4-9 (Brown).
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In other words, even if: (1) the [OUs would actually forego using products at hand; (2) their
near-term needs changed enough to spur them to buy substantial amounts of RECs; and (3) the
RPS MPB was high enough to cause a sudden entrance into came to the market, the low prices
and volumes moving such products today mean the market might absorb those volumes with
little impact to the affordability of PCC-1 or PCC-3 RECs.

PG&E Witness Brown is right to point out that markets can always change,?!'! but she
was also right to point out that impacts from CalCCA’s proposal will occur over time. 2! Many
factors may change between the Commission’s Track Two decision and the hypothetical future
impacts that concern the IOUs. The muted and long-term nature of the impacts from CalCCA’s
proposal will give the IOUs time to make adjustments to their portfolios. In fact, the nature of
PCIA ratemaking itself could change significantly in Track 3, potentially eliminating these risks
altogether. Regardless, it is clear today, with the record before the Commission now, that the
ingredients necessary for the IOUs’ dark predictions about the impacts of CalCCA’s proposal
simply do not exist.

c. The Commission’s Short-Lived VAMO Effort Does Not
Preclude Adoption of CalCCA’s Proposal

The Commission’s adopted the VAMO process in D.21-05-030. That process resulted in
one allocation of RPS attributes to CCAs in 2022 and a subsequent market offer that resulted in
significant quantities of RPS attributes being sold. The VAMO was suspended on account of the

utilities opting to no longer hold a VAMO process.?!* The IOUs’ testimony uses “Back to the

21 Vol. 1 Tr. 116:13-20 (Brown).

212 Vol. 1 Tr. 63:23-64-2 (I0U Panel [Brown, Morien, Pulgar]).

213 See, e.g., PG&E Advice Letter 7105-E Disposition Letter at 4 (finding a future VAMO process
need not be held on very thin reasoning having nothing to do with any certain criteria being met with
regard to PG&E having excess RPS attributes to sell; instead relying on the fact that “D.21-05-030 OP 4
expressly gives the IOUs the task to propose the occurrence of future VAMOs, including proposing they
do not occur”™).
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Future” reasoning to argue a counter-factual: the Commission never would have adopted VAMO
if the Commission knew the IOUs’ bank of Pre-2019 RECs would be valued at the
benchmark.?!#

Much of the Joint IOUs’ argument on downstream impacts rests on the premise that the
Commission adopted the VAMO framework because the IOUs possessed significant excess
renewable resources, including banked RECs from prior years.?!> The Joint IOUs suggest that
recognizing value for Pre-2019 Banked RECs would undermine the conditions that justified
VAMO.2!¢ However, the Commission’s decision adopting and implementing VAMO does not
support that conclusion.

For example, the Joint IOUs point to D.18-10-019 and D.21-05-030 as evidence that the
I0Us’ renewable portfolios contain excess resources that can be used to meet compliance
requirements in future years.?!” While these decisions acknowledge that the IOUs had renewable
resources beyond near-term compliance needs, the Commission did not identify the [OUs’ REC
banks as contributing to those excess resources.?!® The Joint IOUs argue the RPS resources
allocated under VAMO were only excess because an IOU can use those Pre-2019 Banked RECs
paid for by Later Departing Customers—without ever having to pay for them—to meet its
compliance requirements on behalf of bundled customers.?!”

On the contrary, the fact that the IOUs were accumulating banked RECs is evidence that
their annual RPS-eligible generation significantly exceeded bundled customer needs at the time.

The Commission decision highlights that CalCCA pointed out then that the annual ERRA

214 See Exh. JIOU-01 at 4:1-20; 18:7-12; 32:6-9.
215 See id.

216 See id. at 4:1-20.

27 See id. at 18:7-12.

218 See D.18-10-019 and D.21-05-030.

219 See Exh. JIOU-01 at 32:6-9.
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forecast proceedings included significant amounts of excess RPS resources that were counted as
Unsold RPS under the updated PCIA framework adopted in 2019.22° Decision 21-05-030 defined
“excess resources” simply as those not necessary to meet bundled customers’ needs and
compliance requirements, and the Commission concluded that voluntary allocation of the IOUs’
annual RPS generation could help “reduce excess and/or uneconomic resources in the IOUSs’
PCIA portfolios.”??!

Decision 21-05-030 also recognized that the amount of excess RPS resources could
decline significantly over time. The Commission stated that excess renewable resources could
“decline precipitously within the next few years,” and as a result the Commission limited the
frequency of voluntary allocation solicitations.??? In other words, the Commission adopted
VAMO with the expectation that the IOUs’ excess RPS generation in the current period would
decline. The Commission specifically rejected PG&E’s argument that it should not require IOUs
to dispose of resources needed for bundled service customer compliance because the IOUs
would be required to procure additional resources for compliance on the market.??* The
Commission acknowledged that replacing resources could increase costs for bundled ratepayers,
although market prices at that time were likely to be lower than the cost of legacy RPS
contracts.??* Nothing in the VAMO decision—or the short-lived program itself—should prevent
the Commission from acting here.

Lastly, to dispel some of the fog the IOUs seek to create regarding this issue, CalCCA

wishes to reiterate that the IOUs can still choose to use these RECs if they are given the right

220 D.21-05-030 at 16-17.

221 Id. at 58, Conclusion of Law 2.
222 Id. at 33-34.

223 See id. at 19.

224 See id.
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value. There is no reduction of quantity in the market. CalCCA has already demonstrated why
the market-clearing price is unlikely to be significantly impacted by valuing these RECs
appropriately. In fact, rather than destroy the REC market, this would ensure the IOUs face the
appropriate incentives when determining the appropriate mix of resources to procure and use to
meet their RPS compliance obligations. The small impacts expected in the near term are the
result of correcting this market flaw, not introducing one.

d. Allocating Pre-2019 Banked RECs

Lastly, the Joint IOUs claim CalCCA’s alternative proposal to allocate the Pre-2019
Banked RECs to the LSEs of the customers that paid for them would have dire downstream
consequences by leaving bundled service short on RPS procurement. For example, they argue
that it is a second allocation that, were it adopted, would contradict the reasoning underlying the
VAMO decision and constitute a “second VAMO.”?*> They also argue that the allocation of
these RECs will shorten the IOUs’ RPS planning positions.??°

The Joint IOUs’ first downstream impact claim misrepresents the allocation proposal and
its impacts. This proposal is not a second VAMO because the allocation is limited to those pre-
existing RECs that were generated between 2011 and 2018 and it is not a second allocation of
renewable energy that will be produced from the IOUs” current RPS resources.??” VAMO was
adopted in 2021 and only applied to RECs generated after 2022,22% so it could not apply to any of

the Pre-2019 Banked RECs under discussion.

223 Exh. JIOU-02 at 37:15-21.

226 1d. at 38:13-14.

227 Exh. CCA-03 at 23:17-24:1.

228 D.21-05-030, Phase 2 Decision on Power Charge Indifference Adjustment Cap and Portfolio
Optimization (May 24, 2021) at 37 (“[ W]e direct the IOUs to confirm Voluntary Allocations and to
propose Market Offers in their 2022 RPS Plans for deliveries of energy in 2023.”).
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As for the Joint IOUs’ second downstream impacts argument, i the IOUs’ statements that
allocation would “require incremental RPS procurement” and that “IOU customers will face

229 serves to demonstrate the fairness of CalCCA’s allocation proposal.?*° The IOUs

higher costs
suggest that, but for the Pre-2019 Banked RECs, the IOUs will need to procure additional RPS
and, in doing so, will face higher costs. That directly contradicts their position against valuing
these RECs in the first place: how can Pre-2019 Banked RECs have zero value while
simultaneously helping the IOUs avoid uneconomic procurement?

Putting that contradiction aside, CalCCA has acknowledged the IOUs may need to revisit
their procurement strategies in response to the Commission’s decision in this proceeding.?*! But
that is nothing new. Utilities frequently adjust procurement strategies and individual procurement
decisions in response to changes in regulatory policy and market conditions. Given the degree to
which the IOUs will need to rely on Pre-2019 Banked RECs in the near future, they will have
time to make such adjustments. Ensuring that the customer indifference principle is applied
correctly within the PCIA framework—while risking a small IOU short position in the near
term—does not create an impermissible market outcome. Instead, it ensures that the costs and
benefits of procurement decisions are allocated fairly among customers while giving the IOUs
time to avoid significant impacts.

3. Pre-2019 RECs are Similarly Situated to RECs Generated After 2019
in All Relevant Respects for RPS Compliance Purposes (Issue 1.c)

The IOUs are able to use Pre-2019 Banked RECs as direct replacement for PCC-1 RECs

they may generate or purchase on the market.?3? Pre-2019 Banked RECs retain their PCC-1 status

229 Exh. JIOU-02 at 38:9-12; 39:1-2.
230 Exh. CCA-03 at 24:7-12.

21 Exh. CCA-01 at 26:3-9.

232 Exh. CCA-03 at 25:21-22.
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when they are placed in the bank, meaning they can be used for an unlimited proportion of the
IOUs’ RPS compliance obligation (unlike PCC-3 RECs, which are capped at 10 percent ).233 As
the IOUs admitted, Pre-2019 and Post-2018 Banked RECs are identical as it relates to the RPS.?3

Nevertheless, the IOUs have tried to confuse this issue. The IOUs claim that the Pre-2019
Banked RECs are categorically different for PCIA purposes because they are not tradeable or
transferrable. Banked RECs must be retired in WREGIS within 36 months of generation, and it
is true that no banked RECs can be traded or transacted after they are retired in WREGIS (which
is true at this point for all Pre-2019 Banked RECs). But today that is also true of any RECs
banked in 2019 through 2022, which all parties agree can and should be valued at the compliance
year RPS MPB. As both time and the three-year clock continue to run on other banked RECs, it
will soon be true of banked RECs from additional years after 2019.2%° Pre-2019 Banked RECs
are therefore identical to these other banked RECs for RPS purposes. The fact that these
particular banked RECs (both Pre-2019 and Post-2018) are identically situated—including that
they will not be traded on the market—does not impact the IOUs’ ability to use them to avoid the
cost of procuring additional PCC-1 RECs for the current RPS compliance period.

The IOUs have also argued that Pre-2019 Banked RECs do not come along with energy
attributes in the year they are used for compliance, and that therefore they are different from PCC-
Is transacted in the compliance year. That is another red herring; it is true, but not relevant to the
value of the RECs for RPS compliance purposes. The Pre-2019 Banked RECs were associated

with energy in the year they were generated and banked, but the value of that energy was already

233 Id. at 25:14-22; Vol. 1 Tr. 145:21-146:2 (Dickman).

234 Vol. 1 Tr. 54:13-17; 55:4-56:22; 57:6-58:14 (Joint IOU Panel [Brown, Morien, Pulgar]).

235 See Vol. 1 Tr. 54:19-24 (Joint IOU Panel [Brown, Morien, Pulgar]) (agreeing that any banked
REC cannot be sold “if it’s past three years and has been retired in the WREGIS system”).
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calculated and accounted for in the PCIA back when they were generated.?*® The RPS MPB is and
was called the “RPS Adder” because it is an adder; it is and was meant to calculate the additional
value of the REC above and beyond the energy value (what the IOUs have called the “Green
Premium”).?*” The transactions used to calculate the RPS MPB for the relevant compliance years
only account for this additional value.?*® To the extent contracts meld the value of other attributes
and RECs, the Commission’s RPS MPB calculation currently excludes those transactions in part
because the process of teasing apart these values is too difficult.?*

Lastly, the Joint IOUs have argued that PCC-1 RECs transacted in the compliance year
can impact the amount of clean energy an LSE can claim on their Power Content Label (PCL) or
for its greenhouse-gas accounting, whereas pulling a Pre-2019 Banked REC out of storage will
not affect the PCL in the same manner.>*° The Joint IOUs are correct that this is the case,
however they admit that this is, again, also true for IOUs seeking to use any banked REC, which
are—by definition—generated and banked in a prior calendar year.?*! The Joint IOUs point to no
Commission precedent indicating that the marginal value of counting toward a PCL has a
particular value or can be estimated.

The Joint IOUs threw out these arguments merely to distract from the relevant point that
the value of all these resources is best considered to be the avoided cost it can offer to the

IOU.2*? CalCCA’s, the IOUs’, and the Commission’s best estimate of that avoided cost is the

236 Exh. JIOU-01, Appendix A, A-6-A-7 (Step 2).

237 D.19-10-001 at 7; Exh. JIOU-01, Appendix A, A-6—-A-7 (Step 2).

238 See Vol. 1 Tr. 146:11-16 (Dickman); D.19-10-001 at COL 2 (adopting proposal to calculate RPS
Adder using only PCC-1 “index-plus” transactions”).

239 See D.23-06-006 at 11-12 (““We are concerned that implementing the LTFP Proposal could
reduce the accuracy of the RPS MPB.”

240 Exh. JIOU-01 at 52:17-54:5; Exh. JIOU-02 at 28:11-15; Exh. JIOU-03 at 12:1-5.

241 Vol. 1 Tr. 57:19-23 (Joint IOU Panel [Brown, Morien, Pulgar]). See also Exh. CCA-02 at 20:18-
21.

242 See D.18-10-019 at 73; see also Exh. CCA-01 at 17:22-18:14.

52



RPS MPB.?* If the IOUs claim the Commission should change how it calculates the RPS MPB
applicable to all these RECs, they are free to do so in Track 3 of this proceeding.?** That does
not diminish the truth that Pre-2019 Banked RECs are the same as other Banked RECs and
represent a direct avoided cost of purchasing a PCC-1 REC in the market today.

Cal Advocates argues that the Commission should seek to estimate the compliance value
these RECs provide to ratepayers when used, and that it is different from the avoided cost that
Pre-2019 Banked RECs offer to the IOUs. Specifically, Cal Advocates states:

Like PCC 3 RECs, Pre-2019 Banked RECs are unbundled from
energy and do not contribute to an LSE’s Power Content Label.
However, like PCC 1 RECs, Pre-2019 Banked RECs can be used
indiscriminately to meet LSE RPS obligations. The Commission

should consider valuing Pre-2019 Banked RECs based on the
attributes they share with PCC 1 and PCC 3 RECs.?**

The appropriate measure is the avoided cost these RECs can offer. Indeed, when an LSE buys a
PCC-1 REC for compliance purposes or an IOU chooses to use a banked ERC for these
purchases, the PCL or resale value hasve no relevance. However, in response to this argument,
CalCCA notes that its alternate 90/10 PCC-1 RPS MPB/PCC-3 MPB proposal discussed supra
results in a price that combines these two attributes’ values using weights based on the quantities

I0Us can use them for compliance.

243 See D.18-10-019 at 73; see also Exh. CCA-01 at 17:22-18:14.

244 R.25-02-005, Administrative Law Judge’s Ruling Authorizing Parties to File Comments on Issues
to Address in Track 3 (Feb. 20, 2026) at 1 (“The scopes of Track 1 and Track 2 focused on discrete issues
and were relatively narrow compared to the broad set of issues discussed in the [OIR] that opened this
proceeding. The OIR identified multiple issues related both to [PCIA] issues as well as [ERRA] issues.
Track 3 of this proceeding intends to address the broader set of remaining issues.”).

245 Reply Testimony of Cal Advocates on Track Two of the Order Instituting Rulemaking to Update
and Reform Energy Resource Recovery Account and Power Charge Indifference Adjustment Policies and
Processes, R.25-02-005 (Mar. 23, 2026), at 8 (internal citations omitted).
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4. Nothing in Law or Precedent Dictates That Customers Forfeited the
Value of RECs They Paid for When Departing IOU Service (Issue 1.d)

Nothing in statute or prior Commission decisions provides that customers forfeit the
value of banked RECs they paid for when departing IOU service. Section 366.2(g), which
requires the Commission to ensure departing load customers receive the benefits of the resources
they pay for, is not qualified to limit these benefits when they depart. There is no basis in statute
to conclude that departing load customers forfeit the value of RECs that are generated from
resources they pay for after they depart. The value of those RECs is used to reduce the ‘above
market costs’ that they pay for in the PCIA. There is no reason this should be different for
banked RECs.

Neither has the Commission ever determined that customers have forfeited the value of
RECs the IOUs have held for later compliance use when they departed. The Joint IOUs
specifically argue that D.06-07-030 provides support for their claim that CalCCA’s proposal
inappropriately assumes individual customer ownership of attributes for PCIA purposes.?*¢ D.06-
07-030 considers how to allocate a repayment of a “[Customer Responsibility Surcharge] under-
collection loan.”?*” In that Decision, the Commission ultimately decided not to calculate
individual customer bill credits.?*® The Commission’s reasoning in D.06-07-030 does not
militate against adopting CalCCA’s proposal for two reasons. First, CalCCA does not propose to
track individual customers or provide individual bill credits.?** As noted above, CalCCA’s
proposal utilizes the same existing PCIA vintaging framework as other PCIA costs and

benefits.?>* Second, since D.06-07-030 was decided in 2006, the California Legislature added

246 Exh. JIOU-01 at 45:21-46:5.
247 Id. at 46:1-10.

248 Exh. CCA-02 at 18:9-14.

249 Id. at 18:15-18.

250 Id. at 18:18-22.
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section 366.2(g) to clarify that IOU generation procurement costs paid by the customers of a
CCA shall be reduced by the value of any benefits that remain with bundled service
customers.?*! This binding statutory language did not exist at the time, and compliance with it
requires adopting CalCCA’s valuation proposal.

Beyond the question of forfeiture by statute or prior Commission decisions, the Joint
IOUs attempt to argue that CalCCA’s proposal runs afoul of the PCIA methodology by assuming
that individual customers retain the rights to be paid for the individual RECs they paid to
generate.?>? CalCCA’s proposal, like the PCIA overall, addresses groups of customers and does
not provide for separate treatment of individual customers.

Departing customers retain the right to receive a credit for the value of resources they
pay for contemplates groups of customers. The PCIA treats customers differently (based on
when they departe bundled service) by grouping them into vintages,>>* and CalCCA’s proposals
requires no more granularity or individual consideration than that. The value of the Pre-2019
Banked RECs, once established by the RPS MPB, is divided amongst vintages of customers
(including the most recent vintage, which includes all Currently Bundled Customers?>#).

In fact, PG&E admitted that, when it previously used the same methodology as
CalCCA’s proposal, it did not need to track individual customers or determine that individual
customers had an individual ownership claim to Pre-2019 Banked RECs.?>> The IOUs’ argument
demonstrates their misunderstanding of CalCCA’s proposal, the IOUs’ own past practices, prior

Commission decisions, and governing law.

! Id. at 19:1-4.

252 Exh. JIOU-01 at 3:2-8; see also id. at 26:3-15, 27:3-4, 46:7-47:23.

23 Exh. CCA-02 at 4:6-7.

4 Exh. CCA-01 at 7:7-9.

253 Vol. 1 Tr. 105:6-10; 106:23-107:19 (Joint IOU Panel [Brown, Morien, Pulgar]).
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B. The Commission Should Direct IOUs To Value Pre-2019 Banked RECs Used
For Compliance at the Compliance Year RPS MPB, and Credit That Value
to the Customer Vintage for the Generation Year (Issue 2)

1. It is Reasonable to Credit or Allocate RECs to Those Customers Who
Invested in RECs the MPB of the Year Those RECs are Used for
Compliance (Issue 2.a)

As CalCCA demonstrated above, it is reasonable to require IOUs to either credit or
allocate banked RECs to those customer groups who initially paid to generate those RECs. If the
IOUs use the RECs for Current Bundled customer compliance, then Later Departing Customers
should receive a benefit equal to the value of those RECs as an offset to the PCIA rates they pay.
Alternatively, the IOUs should allocate these RECs to the LSEs currently serving those
customers. Those results comport with controlling statute and with principles of fairness.

a. The Commission Should Adopt CalCCA’s Primary Valuation
or Allocation Proposals

If the IOUs were not able to use the Pre-2019 Banked RECs towards their RPS
compliance minimum, they would need to go out and procure RECs on the market. For RPS
compliance purposes, the Pre-2019 Banked RECs are equivalent to PCC-1 RECs (which can be
used for the entire RPS obligation, unlike PCC-3 RECs which can only be used for 10 percent of
the compliance minimum). The Commission’s Energy Division already calculates the market
cost of these PCC-1 RECs, and already uses it to estimate the benefit IOUs receive from RECs
that are not transacted on the market.?>® This RPS MPB is therefore the closest thing the
Commission, the IOUs, or the CCAs have to the value of the RECs used for compliance in a
particular year. The Commission should use the compliance year RPS MPB because that reflects

the benefit (as an avoided cost not incurred) that bundled load actually enjoys.

236 E.g., the RPS resources that unbundled customers’ PCIA resources generate in the compliance

year that the IOUs choose to retain for their RPS compliance purposes. (D.18-10-019 at COL 2,
Attachment B; D.19-10-001 at COL 2.)
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In the alternative, the Commission should require the IOUs to allocate the Pre-2019
Banked RECs these IOUs are holding that were paid for by Later Departing Customers. As
CalCCA has demonstrated, this kind of allocation is contemplated as an alternative method of
accomplishing indifference in section 366.2(g). The allocation would work as described supra,
with offsetting adjustments to the IOUs’ and LSEs’ respective Excess Procurement Bank
quantities on the relevant LSEs’ RPS Compliance Reporting Template.’

CalCCA maintains that these two methods of addressing Pre-2019 Banked RECs used for
compliance are the only ones that actually achieve the indifference required by statute Commission
Staff issued a Staff Report in this Track Two concluding that “CalCCA makes a compelling
argument that departed customers paid for a portion of these RECs[.]”?*® Commission Staff
acknowledge that Pre-2019 Banked RECs have compliance value even if they lack direct market
value.?>” Nevertheless, Staff argued that four alternative, compromise values should be considered,
despite the fact that none of these reflect the compliance value of those RECs.

b. While Staff’s Proposals Are Creative Attempts at Estimating

Compromise Values, CalCCA’s 90/10 Proposal More Closely
Tracks Compliance Value and Is More Reasonable

Despite recognizing that these Pre-2019 Banked RECs provide the IOUs with compliance
value, Staff’s proposal does not attempt to estimate this value and instead offers four
compromises.?®? The first three adopt CalCCA’s proposed method of crediting the value of the

RECs used to the customer vintage of the RECs’ generation year, but propose different methods

237 Exh. CCA-03 at 23:1-14.

258 Staff Report at 8.

259 Id

260 Exh. CCA-03 at 6:10-12 (citing Staff Report at 9).
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of calculating that value.?®! Each of these four proposed compromises suffer from at least one
key flaw, as described below.
i. Option 1 — Load-Share Weighted RPS MPB

Under this option, Pre-2019 Banked RECs would be valued as a percentage of the
current-year RPS MPB, determined by the current percentage of unbundled load share in the
relevant IOU service territory.?6? As an initial matter, the percentage of load share has no
relevance in assessing market value. While Staff claims this option is intended to reduce the
impact of providing value for Pre-2019 Banked RECs when bundled customer pools are smaller,
this proposal counterintuitively results in the price used to value banked RECs varying by IOU
service territory, even for RECs with identical characteristics:6?

Table 2 — Load-Share Weighted RPS MPB by IOU Service Territory*%

Unbundled Staff Option1

Load RPS MPB Price

[o]V] Weight ($/MWh) ($/MWh)
PG&E 67% $ 62.45 $ 42.02
SCE 36% $ 62.45 $ 22.55
SDG&E 82% $ 62.45 $ 50.92

As Table 2 shows, in 2026 identical RECs held by the different IOUs would vary by up to 125
percent (SDG&E price compared to SCE price), but the market price for RECs in California is
state-wide and there is “no basis in market fundamentals for this disparity.”?% In sum, CalCCA
and the Joint IOUs agree®®® that this option adds unnecessary inequality across geographies and

fails at achieving the only goal staff proposed for it.

261 Id. at 6:12-15.

262 Id. at 6:17-19.

263 Id. at 10:8-12.

264 Id. at 11:3-4.

265 Id. at 11:9-12.

266 Exh. JIOU-04 at 6:19-32.
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ii. Option 2 — DOE REC Value

This option would use the Department of Energy DOE statewide renewable energy
premium from 2011 through 2018 as a proxy for the value of Pre-2019 Banked RECs. These
values generally ranged from approximately $15 to $17 per MWh.?¢” While this option may have
been intended as a proxy for the price at the time the REC was generated, it is not. These DOE
REC values were only one component (along with IOU resource data) of the weighted average
RPS MPB calculation the Commission used under the PCIA framework adopted in D.11-12-
01828 For example, PG&E’s territory ranged from $24 to $66 (up to over three times as much as
the component DOE REC price). There is no justifiable reason for the Commission to base the
value of these Pre-2019 Banked RECs on only this one component.?%° The Joint IOUs agree with
CalCCA’s assessment of this proposal as well.2°

On a more fundamental level, this proposal makes the logical error of looking at prices
from a decade ago to value Pre-2019 Banked RECs used for compliance today and in the future.
To the extent Staff were purporting to provide the Commission with an estimate of the
compliance value these banked RECs provide to bundled customers, the current prices at which
substitutes can be purchased or sold is the relevant comparison.?’! Staff’s proposal also does not
account for any inflation that may have impacted those prices between when they were originally
calculated and when the RECs are eventually used for compliance.

CalCCA does note that this Option does not suffer the flaw of Option 1 introducing an

unjustified geographical variation across IOU service territories, and fixes a price that provides

267 Exh. CCA-03 at 6:20-7:3.
268 Id. at 12:5-8.

269 Id. at 12:8-10.

270 Exh. JIOU-04 at 6:26-27.
2 Exh. CCA-03 at 13:2-5.
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both IOUs and CCAs with administrative certainty regarding the prices of any Pre-2019 Banked
RECs used for compliance.
jii. Option 3 — 50/50 Split

This option would value Pre-2019 Banked RECs at 50 percent of the current-year RPS
MPB.?’2 While this does result in a value that is half way between the best available avoided cost
estimate (the current year RPS MPB) and the IOUs” $0 proposal, that seeming fairness is
misleading. The problem statement Staff set out to solve—and what statutes require the
Commission to pursue—is achieving indifference. Indifference “should be rooted in accuracy
»273

(i.e., compliance value) rather than based on compromises.

iv. Option 4 — Adjusted Weighting Mechanism

Staff describes this option as a hybrid mechanism. Under this approach, the Pre-2019
Banked RECs will be divided into two separate buckets: a bundled load share and a departed load
share.?’* The bundled load share of RECs are valued at $0, consistent with the Joint IOU proposal,
while the departed load share are valued using any of the pricing options presented by CalCCA or
Staff (i.e., current RPS MPB, Load-Share Weighted RPS MPB, DOE REC Value, or 50/50
Split).?”> Staff suggests the IOUs will have the flexibility to choose which RECs to apply toward
compliance, effectively allowing them to count bundled load’s share of RECs toward compliance
first and avoid any charge in bundled customer generation rates. When the departed load share of
REC:s is used for compliance, that value will flow through the PCIA and be shared with bundled

and unbundled customers, similar to the other options.?’®

272 Id. at 7:4-5.
273 Id. at 14:2-5.
274 Id. at 14:7-8.
275 Id. at 14:8-10.
276 Id. at 7:6-16.
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Staff claims that this proposal “ensures bundled load is only buying out the share of
banked RECs attributable to departed load — and nothing more.”?”” But CalCCA and the Joint
IOUs agree that this proposal assigns too much value to Current Bundled Customers.?’® First, it
gives them their share of the Pre-2019 Banked RECs at $0.27° But then, instead of paying Later
Departing Customers for the entirety of the RECs they purchased, Option 4 would give a portion
of this value to Current Bundled Customers for $0.28°

CalCCA’s proposal is the only proposal that actually accomplishes this split fairly, by
using the PCIA vintaging process to split the RECs used for compliance into these same two
buckets, giving Currently Bundled Customers their bucket for $0, and giving Later Departing
Customers their bucket for the avoided cost (the compliance year RPS MPB).28! Staff’s Option 4,
on the contrary, appropriately values the first bucket, but then flows the second bucket through
the PCIA to deposit the value of a portion of this bucket into the most recent vintage—Current
Bundled Customers. Using the example for 2015 Banked RECs used in 2026 in Table 1, supra,
this would result in Current Bundled Customers using: (1) 40 percent of the RECs at no cost and
receiving their benefit ($2.4 million); and (2) receiving 40 percent of the $3.6 million value that
should go to Later Departing Customers.?8? This is an unfair double benefit that is not supported
by any evidence or logic and therefore it cannot result in just and reasonable rates.

To address this unfair double benefit, the Joint IOUs propose establishing separate

balancing accounts to facilitate a PCIA sur-credit or annual bill credit similar to those used to

277 Staff Report at 11.

278 Exh. CCA-03 at 15:1-9; Exh. JIOU-03 at 22:11-21 (discussing how it would be inappropriate to
use the traditional PABA accounting for this option).

27 Exh. CCA-03 at 14:20-15:1.

280 Id. at 15:1-9.

281 See id. at 15:10-16:8.

2 Id at 16:10-14.
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account for the previous PCIA rate cap.?®* While CalCCA does not oppose this treatment if
Option 4 is adopted, the Commission should reject the Joint IOU’s recommendation to
indefinitely keep the replaced valuation ($0 for each Pre-2019 Banked REC) until the new
accounting is fully developed and implemented.?®* Reestablishing these accounting procedures
that are “similar to those that have been used before,” does not require a delay in the effective
date of assigning value of the Pre-2019 Banked RECs.2%

Additionally, Option 4 permits the IOUs to sequence their use of banked RECs. This
would permit the IOUs to use RECs that benefit their bundled customers first, while indefinitely
delaying the use of RECs paid for by unbundled customers and for which any benefits (even
those diluted benefits described above) would flow to unbundled customers.?%® CalCCA’s
proposal, on the other hand, would draw down the IOUs’ REC banks in a fair, proportional
manner.”®” To the extent an IOU wants to use a handful of banked RECs, they need to grab the
handful in a neutral manner without cherry-picking their customers as the beneficiaries.

The Joint IOUs, predictably, appreciate what they call the “flexibility” that Staff Option 4
gives them to preference resources that benefit their own bundled customers.?®® But to the extent
there is any advantage in “flexibility”, the actual customers the IOUs are taking advantage of is
unbundled customers: the IOUs want to be “abl[e] to choose which bucket to use.”?® This is a
framework “designed to give the IOUs operational discretion and the ability to delay or prevent

crediting Later Departing Customers.”**° To be clear, under CalCCA’s proposal, the IOUs would

283 Id. at 17:2-4 (citing Exh. JIOU-03 at 23:5-15).
284 See Exh. JIOU-03 at 24:7-9.

285 Exh. CCA-04 at 17:7-9.

286 Exh. CCA-03 at 16:15-17:1.

287 Id. at 17:1-6.

288 Exh. JIOU-03 at 27:6-7.

289 See id. at 27:10-13.

290 Exh. CCA-04 at 15:10-11.
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still be able to choose how many banked RECs they seek to use for compliance purposes each
year (under the oversight of the Commission and in compliance with their RPS Procurement
Plans), they would just not be able to choose to indefinitely strand departed loads” RECs.?°!

In addition to the new PABA accounting discussed above, the Joint IOUs recommend
three other adjustments and clarifications to Option 4: (1) setting the proportions of the two
buckets based on Later Departing Customers and Current Bundled Customers, excluding
Previously Departed Customers, (2) fixing the bundled and unbundled bucket allocations instead
of updating them based on changes to the Later Departing Customer/Current Bundled Customer
proportion as it changes over time, and (3) exempting any Pre-2019 Banked RECs used in or
before 2025.2°2 The Joint IOUs also argue that any RECs valued using this process should be
valued using a PCC-3 benchmark rather than the RPS MPB or Staff’s other options.??

Taking all of these suggestions together, it is clear the Joint IOUs’ priority is not to
achieve indifference or identify the compliance value of these RECs, but to maximize the IOUs’
ability to strand departed load’s share of these RECs and minimize the benefit they receive.

CalCCA does not oppose the Joint IOUs’ first adjustment regarding Option 4 (if Option 4
is adopted, which CalCCA does not support***), and notes that this concern is fully addressed by
CalCCA’s proposal to value the Pre-2019 Banked RECs at the compliance year RPS MPB and
crediting that value to the customer vintage of the RECs’ generation year.

However, CalCCA rejects the Joint IOUs’ second adjustment regarding Option 4. This

proposal is the Joint IOUs seeking to prevent customers who choose to depart bundled service

from receiving the benefit of these resources, in violation of section 366.2(g) and indifference.

21 Id. at 15:14-19.

292 Exh. JIOU-03 at 18:18-24:9.

293 Id. at 24:11-19; 25:23-27:3.

294 See Exh. CCA-03 at 15:16-16:9.
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There is no exception in section 366.2(g) for customers who determine that they prefer to
unbundle after 2026. If the IOUs wish to seek such language in the statute, they are free to
propose that in the legislature.

CalCCA also rejects the Joint IOUs” adjustment that the Commission determine in this
proceeding that Pre-2019 Banked RECs used in or before 2025 should be excluded from Option
4. To the extent there are ongoing proceedings in which the value of these RECs is in dispute,?*>
the Commission and any reviewing courts can and should determine that value in those
proceedings.

Lastly, the Joint IOUs’ proposal to value Pre-2019 Banked RECs at a forthcoming PCC-3
MPB is illogical and is not a serious attempt to estimate the compliance value of these RECs.
The Joint IOUs describe PCC-3 RECs as the “least-cost replacement product” and claim that
they are actually more valuable than Pre-2019 Banked RECs.?*® But this is about RPS
compliance, and the Joint IOUs’ argument ignores “the fundamental compliance attribute of
[Pre-2019 Banked RECs]”—they “retain their originally PCC classification” and can be used as

PCC-1 RECs for RPS compliance purposes.?’” For compliance purposes, they “displace or defer”

PCC-1 RECs,?*® which trade at a premium to PCC-3 RECs.?? The Joint IOUs also ignore the

295

See A.25-05-008, California Community Choice Association’s Application for Rehearing of
Decision Approving Southern California Edison Company’s 2026 Energy Resource Recovery Account-
Related Revenue Requirement Forecast (Jan. 12, 2026) at 27-41; A.25-05-011, California Community
Choice Association’s Application for Rehearing of Decision Approving Pacific Gas and Electric
Company’s 2026 Energy Resource Recovery Account Related Forecast Revenue Requirement and 2026
Electric Sales Forecast (Jan. 12, 2026) at 24-39.

296 Exh. JIOU-03 at 11:15-12:21.

27 Exh. CCA-04 at 18:12-17.

298 Id. at 18:19-19:2.

299 Vol. 1 Tr. 145:18-20, 151:2-6 (Dickman); Exh. JIOU-5.
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fact that PCC-3 RECs, by statute, can only be used to address 10 percent of an LSE’s annual
RPS compliance obligation 3

In addition, while CalAdvocates supports Option 4, this Option creates a flaw 1dentical to
that which CalAdvocates objected to related to Option 1. Specifically, CalAdvocates agreed with
CalCCA that Option 1 “results in different valuations by service territory,” and was therefore
“flawed” and “counterintuitive %! This position is inconsistent. The same logic that undermines
Option 1 applies with equal force to Option 4.

If geographic uniformuty 1s a sound reason to reject Option 1, and Cal Advocates argues
that 1t 15, then that same principle compels rejection of Option 4. Thus 1s apparent in Figure 8,
reproduced from CalCCA’s Direct Testimony on the Staff Report:

Figure 8 — Current RPS MPB Versus Staff Report Options®”

Current RPS MPB Versus Staff Report Options
RPS MPB = $62.45/MWh
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3o Exh. CCA-04 at 19-3-5.
3ol Exh. CalAd-02 at 3:4-9.
2 Exh. CCA-03 at 9:1.
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A consistent application of Cal Advocates' own logic leads to the conclusion that Option 4
should not be adopted either.

In sum, Option 4 has multiple structural deficiencies, and the Joint IOUs’ recommended
changes to Option 4 should mostly be rejected along with Option 4. CalCCA does agree with the
Joint IOUs that a special accounting would be necessary to ensure that the correct proportions
are used, but notes that even after that accounting is implemented the Joint IOUs would still
retain the ability to unfairly strand the value owed to Later Departing Customers.

As CalCCA has argued, if the Commission rejects valuing Pre-2019 Banked RECs at the
current-year RPS MPB or allocating the RECs, CalCCA has provided an alternate methodology
that is meant to reflect Staff’s determination that these Pre-2019 Banked RECs provide a
compliance value. Specifically, the Commission could adopt a “compliance-tier-weighted
formula that addresses the PCC-3 cap directly: 90 percent of the current-year RPS MPB plus 10
percent of the PCC-3 Market price.”*% This reflects the “avoided procurement cost” were the
Joint IOU “required to replace Pre-2019 Banked RECs through market procurement,” and
weighed to give the IOUs the maximum share of compliance that they can satisfy using PCC-3

RECs.3%

303 Exh. CCA-04 at 19:8-10.
304 Id. at 19:10-13.
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2. Crediting Later Departing Customers with the MPB for the RECs
They Purchased Does Not do Violence to the Policy Balance the
Commission Struck Prior to 2019 (Issue 2.b)

a. The I0Us’ “Prior Cost Shift” Arguments Focus on the Wrong
Group of Customers

The I0Us dedicate substantial portions of their testimony to airing past grievances about
the PCIA methodology that existed before D.18-10-019 % According to the IOUs, Previously
Departed Customers paid too liftle in their PCIA rates, and Then-Bundled Customers were left to
pick up the bill 3% They argue CalCCA ignores these past injustices to “cherry pick” a solution
for Later Departing Customers 3%

But the IOUs" arguments all focus on the wrong group of customers. The prior
indifference methodology addressed the allocation of above-market costs between Previously

Departed Customers and Then-Bundled Customers, which i 2015, for example, were departed

and bundled customers:308
14 0 Okay. Do you agree that in, say, 2015, there
15 were two sets of customers, those that were departed and
16 those that were bundled?
17 A Erin Pulgar. For PCIA ratemaking purpcses,
18 yes. We had bundled service customers, and we had
19 departing load customers.

CalCCA’s proposal has nothing to do with the way the Commussion addressed indifference

between bundled service customers and departed customers as they existed at the time the RECs

305 See, e.g., Exh. JIOU-01 at 19:14-23:2, App. C; Exh. JIOU-02 at 7:19-11:9; Exh. JIOU-03 at 2:12-
306 ; .
Exh. JIOU-02 at 7:19-11:9.

7 Exh. JIOU-01 at 19:14-23:2; IOU Ex Parte, Attachment A, Shide 4.
308 Vol. 1 Tr. 33:14-19 (10U Panel [Brown, Pulgar, Morien]).
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were generated. The two groups of customers CalCCA seeks to address with its proposal—Later
Departing Customers and Current Bundled Customers—were both bundled customers when the
RECs were generated. Those customers paid the same ERRA generation rates for the Pre-2019
Banked RECs.?? Whether they paid too much or too little for those RECs, they both paid too
much or too little in equal measure. Whether they suffered or benefitted from any cost shift that
existed from the prior methodology, they both suffered or benefitted from that cost shift in equal
measure.

CalCCA seeks to address the issue of indifference between those two groups of customer
today, long after a portion of the Then-Bundled Customers departed for CCA service and
became Later Departing Customers and long after the RECs were banked for later use.?!? As the
I0Us’ witnesses admitted during hearings, RECs are unique from other attributes like energy and
capacity in that they can be banked for later compliance use. 3!! Despite the long list of IOU
grievances about prior methodologies to value energy and capacity during the pre-2019 era, no
“banked energy” or “banked capacity” exists that raises the same questions about fairness today
that Banked RECs raise.?!? Indeed, with only one exception, the IOUs have only recently begun
using Banked RECs for compliance.*'* And because both Current Bundled Customers and Later

Departing Customers paid for the same Pre-2019 Banked RECs, both should benefit. That result

309 Vol 1. Tr. 37:12-23; 39:5-41:1 (Joint IOU Panel [Brown, Morien, Pulgar]); Exh. CCA-25.

310 Exh. CCA-02 at 15:1-17.

3 Vol. 1 Tr. 30:9-15 (IOU Panel [Brown, Pulgar, Morien]).

312 Vol. 1 Tr. 29:17-30:8 (IOU Panel [Brown, Pulgar, Morien)).

33 Exh. CCA-02C at 15:8-14, n.21 (citing to PG&E, SCE and SDG&E responses to CalCCA Data
Request 3.01).
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has nothing to do with the Previously Departed Customers around which so many of the IOUs’
arguments are centered regarding who paid too much and who paid too little in the past.!4

The fact of the matter is that CalCCA does not challenge the previous approach, does not
ask the Commission to revisit the pre-2019 PCIA methodology, and does not attempt to quantify
a cost shift between Previously Departed Customers and Then-Bundled Customers. Those
questions all focus on the wrong group of customers.

b. No Pre-2019 Banked RECs are Being Revalued or Trued Up

The reason the IOUs focus on the wrong group of customers is to foster indignation about
“cherry picking” and to cloud an otherwise simple issue.*!® This strategy reveals itself most
clearly when the IOUs repeatedly assert that Pre-2019 Banked RECs have already been valued
for departed customers, that CalCCA’s proposal seeks to true up that value, and that, in doing so,
the proposal will provide Later Departing Customers a partial refund for prior settled rates.

These assertions purposefully confuse the difference between “valuing” a REC and
“benefitting” from a REC. While the Pre-2019 Banked RECs were “valued” for the purposes of
calculating Pre-2019 Banked RECs for Previously Departed Customers’ PCIA rates, only those
customers received any benefits from that valuation. As Witness Dickman explains:

Take, for example, a REC generated and banked in 2015 and
used for Current Bundled Customer compliance in 2026.
The IOUs are correct that a “value” was assigned to these
RECs in 2015; that value, however, represented the payment
to Previously Departed Customers through the PCIA

because the RECs generated in 2015 would remain with the
IOU. While the Then-Bundled Customers paid for all of the

34 As described by the Joint IOUs, it would likely not even be possible at this point to definitively

resolve whether there was a previous cost shift due to the fundamentally different PCIA methodologies pre-
2019 and post-2018. Exh. JIOU-01 at 28:16-30:19.
3 Exh. JIOU-01 at 19:14-23:2.
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RECs generated in 2015,%'® they received no benefit from
those RECs at that time because they were banked — i.e.,
placed on the shelf — to be used for the benefit of bundled
customers at a later time at the IOUs’ choosing. The benefit
to bundled customers arises only when the IOUs use the
banked RECs as compliance instruments in 2026 (in this
example) for Current Bundled Customers, avoiding the cost
of procuring additional RECs to satisfy their compliance
obligation at that time.>!”

Figures 4 and 6, suprashow these payments and benefits. Figure 4 shows how when the
RECs were generated and banked, only Previously Departed Customer received a benefit. Figure
6 shows that when the Pre-2019 Banked RECs are used for Current Bundled Customer RPS
compliance, Later Departing Customers do not receive a benefit for their share of the Pre-2019
Banked RECs for which they paid when they were Then-Bundled Customers.

The IOUs repeatedly and continuously seek to mislead the Commission on these simple
mechanics in testimony and in ex parte meetings:

e  When they assert “CalCCA proposes that RECs should be valued twice,”*!8 that “Pre-
2019 RECs were already valued in years 2012-2018,”3!? and that “Pre-2019 RECs were
already valued under the pre-2019 PCIA methodology” 3% they (purposefully) fail to
acknowledge that only Previously Departed Customers benefitted from that valuation in
the past. Later Departing Customers never benefitted.

e When the IOUs argue that “departing load customers already received the market value
for those attributes in the year of generation,”*?! they (purposefully) fail to explain that
only Previously Departed Customers received that value. Later Departing Customers did
not receive that value.

e When the IOUs argue that “any ratemaking value associated with renewable attributes
from pre-2019 resources was addressed in the relevant generation year ratemaking

316 “Payment” by bundled customers prior to 2019 had two dimensions. Bundled customers paid the

cost of renewable resources for their share of banked RECs; they also paid the RPS MPB — a market price
proxy — for the share of the banked RECs that were attributable to Previously Departed Customers.

37 Exh. CCA-01 at 5:13-6:5.

318 Exh. JIOU-01 at 15:4-6.

319 10U Ex Parte, Attachment A, Slide 2.

320 Id. (emphasis in original).

2 Exh. JIOU-02 at 2:23-3:1
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processes,”*?? they (purposefully) fail to explain that value was only addressed for
Previously Departed Customers. It was never addressed for Later Departing Customer.

e When the IOUs argue “[t]he total portfolio indifference calculation prior to 2019 credited
the total portfolio cost with the value of energy, the value of RPS, and the value of RA
using MPBs set by the Commission,”?3 they (purposefully) fail to explain that only
Previously Departed Customers received those credits. Later Departing Customers never
received those credits.

e When the IOUs argue that “[t]hese RECs were already valued and accounted for under
that methodology,”?* they (purposefully) fail to acknowledge that only Previously
Departed Customers benefitted from that value. Later Departing Customers never
benefited from that value.

e When the IOUs assert CalCCA seeks “re-valuation of Pre-2019 Banked RECs in the year
of compliance use...” they (purposefully) ignore that the RECs would not be revalued for
either Previously Departed Customers or Later Departing Customers.3?

The utility arguments are equally slippery when they discuss true-ups and rate refunds.
When the IOUs argue CalCCA’s proposal would constitute “a true-up of previously settled
rates”26 they (purposefully) ignore the fact that Later Departing Customers never received the
benefit of the RECs so nothing is being trued up. When the IOUs argue that today’s bundled
service customers compensating ‘“Later Departing Customers for Pre-2019 Banked RECs is a
partial generation rate refund nearly a decade after-the-fact,”*?” they (purposefully) ignore the
fact that providing Previously Departed Customers a credit to their PCIA rates does not require
the reconsideration of decades-old ratemaking. It finally provides value for the rates those
customers paid.

Correcting for a clear cost shift today does not do violence to the policy balance the

Commission struck prior to 2019. The IOUs’ past grievances focus on the wrong group of

322 Id. at 8:23-24

323 Id. at 33:19-22.

324 Exh. JIOU-03 at 2:20-21.
325 Exh. JIOU-01 at 19:22-20:1.
326 Id. at 30:1-19.

327 Id. at 18:4-12.
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customers, and the Commission should not accept the fog created by the IOUs on revaluations,
true-ups and rate refunds.
3. The Commission Does Not Need to Make a Large Change to

Implement the Right Policy, Merely Apply Existing PCIA Rules With
a Few Small Clarifications (Issue 2.c)

The Commission can require the Joint IOUs to adequately account for the appropriate
value of Pre-2019 Banked RECs without inventing any significant new tools. CalCCA’s
proposal (to value Pre-2019 Banked RECs at the compliance year RPS MPB and credit that
value to the customer vintage for the year in which the REC was generated and banked) utilizes
existing PCIA features. To accomplish CalCCA’s proposal, the IOUs would simply need to
know the following information: (1) the quantity of Pre-2019 Banked RECs they use for
compliance in a particular year, (2) the generation year of those Pre-2019 Banked RECs, (3) the
vintage of the customers in the IOU’s territory, and (4) the RPS MPB of the year in which the
Pre-2019 Banked RECs are used for compliance. The IOUs either already know this information
(number 3), will learn it through the course of the compliance year (number 1), will make a
decision that determines it (number 2), or will receive it via email from Energy Division (number
4). As noted above, PG&E already demonstrated how this can easily be done for Pre-2019
Banked RECs because this is the method PG&E used for multiple years to allocate the value of
Pre-2019 Banked RECs in its ERRA Forecast proceedings.

For CalCCA’s alternate allocation proposal, the only piece of additional information the
IOUs need to know is which LSEs have which proportion of the different customer vintages.
That is information the IOUs also already know.

For CalCCA’s proposal in response to the Staff Report (the 90 percent RPS MPB and 10
percent PCC-3 MPB) the Commission’s Energy Division would need to produce a new PCC-3

MPB. But Energy Division could use the same LSE survey process to calculate this new MPB
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drawing on the transaction data already collected as part of that process.??® To the extent Energy
Division is not ready to produce a PCC-3 this year, it could set the PCC-3 price to $0 for this
year’s calculation purposes, providing the IOUs the lowest conceivable value for any Pre-2019
Banked RECs used for compliance this year.??

None of these treatments for Pre-2019 Banked RECs, would require any significant
change to other proceedings or precedents. However, for the allocation proposal, the
Commission would need to publish a new RPS Compliance Reporting Template that includes a
location for LSEs to adjust the Excess Procurement Banked quantities.3°

VI. CONCLUSION

CalCCA respectfully requests that the Commission adopt the recommendations set forth
herein. Specifically, CalCCA requests that:

(1) The Commission require the IOUs to:

a. Value any Pre-2019 Banked RECs used for bundled customer RPS compliance at
the compliance year RPS MPB; and

b. credit that value to the vintage corresponding to any such RECs’ generation year;

(2) In the alternative, instruct the IOUs that use Pre-2019 Banked RECs for bundled
customer compliance to first proportionately allocate Pre-2019 Banked RECs to the Later
Departing Customers who paid for those Pre-2019 Banked RECs via a decrement to the
applicable LSE’s RPS Procurement Need;

328 Exh. CCA-03 at 26:4-6.

329 Id. at 26:6-9.

330 Id. at 23:1-4. The Joint IOUs have argued that CalCCA’s proposal does not account for customers
who departed before a REC was banked, migrated back from departed service to bundled service and then
re-departed before that REC was used for compliance. As a preliminary matter, the amount of those
customers is extremely small and should not prevent the Commission from adopting a proposal that
addresses a much larger wrong. Only SDG&E was able to quantify this group and they identified a total
of 91 customers. Exh. CCA-02 at 28:8-10. These customers would benefit twice from the same REC
procurement—{irst when receiving credit for the REC in the generation year through the PCIA and a
second time (because of their re-vintage to the later departure year) when receiving a payment to their
new vintage. Exh. CCA-02 at 28:14-29:3. This marginal impact should not stand in the way of tens of
millions of customers receiving their fair compensation or allocation. Exh. CCA-02 at 29:3-5.
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(3) If the Commission does not adopt CalCCA’s valuation or allocation proposals rooted in
the indifference requirements, it should adopt Staff’s recognition that Pre-2019 Banked
RECs provide compliance value by instructing the IOUs to:

a. value any Pre-2019 Banked REC used for bundled customer RPS compliance at a
90/10 composite of the RPS MPB and a new PCC-3 REC MPB, which the
Commission should instruct its Energy Division to produce and publish along
with the other MPBs; and

b. credit that value to the vintage corresponding to any such RECs’ generation year.
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