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SUMMARY OF RECOMMENDATIONS'

The Commission should:

Retain the existing equal, non-volumetric electric Climate Credit methodology as the
default because the record confirms that it is legally permissible, broadly affordable,
simple to administer and explain, and avoids diverting allowance revenues to
unnecessary implementation costs;

Recognize the broad support in the record for the status quo, including the positions
of PG&E, SDG&E, and the SMJUs, as well as acknowledgments by SCE and Cal
Advocates that the existing methodology remains legally compliant, simple, and
comparatively inexpensive;

Decline to adopt alternative proposals because none demonstrate that they can better
target affordability needs without creating offsetting harms; instead, the alternative
proposals vary significantly in the customers they prioritize and the proxies they use
to identify need, and each risks improving outcomes for some customers while
reducing benefits for others;

Require any alternative methodology to demonstrate equivalent treatment of bundled
and unbundled customers, consistent with CARB regulation section 95892(d)(6)?, an
element the additional proposals do not adequately evaluate;

Reject NRDC’s proposed upstream volumetric rate reduction because it fails to
comply with CARB regulation section 95892(d)(6)’s requirement that bundled and
unbundled customers are treated equally and 95892(7)(B)’s restrictions on the use of
allowance value;

Reject approaches that rely on electricity usage, baseline allowances, or Climate
Zones as proxies for financial need unless proponents demonstrate that those proxies
produce materially better affordability outcomes without disproportionately reducing
benefits for other vulnerable customers;

Require any alternative to demonstrate not merely that some customers receive larger
Climate Credits, but that the proposal produces a material net affordability
improvement after accounting for the corresponding reductions in credits to other
customers and the implementation costs associated with the change;

If the Commission nevertheless determines that additional targeting is warranted,
consider a simple CARE adder that provides additional benefits to CARE customers
while preserving a meaningful Climate Credit for every residential customer; and

Ensure that any consideration of a volumetric credit fully addresses the significant
competitive neutrality, customer communication, and distributional concerns
identified at the Workshop.

Acronyms used herein are defined in the body of this document.
All subsequent code sections cited herein are references to the California Code of Regulations.
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California Community Choice Association (CalCCA) submits these reply comments pursuant
to the Assigned Commissioner’s Ruling Providing Direction and Setting the Phase 1B Procedural
Schedule® (Guidance Ruling), dated June 29, 2026. On July 9, 2026, Administrative Law Judge Email
Ruling Adjusting the Procedural Schedule* adjusted procedural deadlines, including the timing of
small and multi-jurisdictional utilities data filings and these Reply Comments from July 31, 2026, to
August 17, 2026.

L. INTRODUCTION

These Reply Comments are submitted in response to parties’ July 24, 2026, Opening
Comments® on the Guidance Ruling. As CalCCA explained in Opening Comments, the Climate Credit
provides a unique but necessarily limited form of affordability relief: a finite pool of allowance
revenues returned visibly and directly to residential customers. Its value should be maximized, but the
Climate Credit should not be expected to solve every affordability, rate design, income-targeting, or
electrification challenge facing California.®

Parties” Opening Comments reinforce that conclusion. Although some parties disagree about
how the Climate Credit should be distributed, the record reflects significant recognition that the
Climate Credit has limits as a broader policy instrument. For example, with respect to electrification,
Pacific Gas and Electric Company (PG&E) observes that while the status quo does not necessarily
maximize electrification, the California Public Utilities Commission (Commission) has “multiple other
proceedings” addressing high electricity rates as a barrier to electrification more directly.’ San Diego
Gas & Electric Company (SDG&E) similarly questions whether the Climate Credit can effectively
advance electrification given the amount and timing of the credit and concludes that there are
“stronger and more effective rate design levers” available to the Commission.® The Public Advocates
Office at the California Public Utilities Commission (Cal Advocates) also concludes that the
substantial year-to-year variability in Climate Credit amounts makes the credit “an unreliable price

signal to promote electrification.”® Further, certain proposals for redistributing the Climate Credit

3 Assigned Commissioner’s Ruling Providing Direction and Setting the Phase 1B Procedural Schedule,

Rulemaking (R.) 25-07-013 (June 29, 2026).

4 Email Ruling Adjusting the Procedural Schedule, R.25-07-013 (July 9, 2026).

5 References herein to Opening Comments are to Opening Comments filed on the Ruling in this docket,
on or about July 24, 2026.

6 CalCCA Opening Comments, at 9-10.
7 PG&E Opening Comments, at 2.

8 SDG&E Opening Comments, at 12.

9

Cal Advocates Opening Comments, at 14.



could create significant tension with other Commission policies and rate design principles, including
those intended to promote energy conservation, efficiency, and grid resiliency.

With respect to affordability, SDG&E cautions against defining affordability too narrowly,
explaining that proposals targeting selected customer groups improve affordability for one subset only
by reducing the benefit available to others, including moderate- and lower-income customers who may
struggle with their bills but do not qualify for assistance programs. '° PG&E similarly observes that
even CARE (California Alternate Rates for Energy) enrollment “is not a perfect proxy” for customers
struggling to pay their bills and identifies substantial numbers of non-CARE/ FERA (Family Electric
Rate Assistance) customers experiencing payment plans, arrearages, and disconnections.'! Cal
Advocates likewise cautions that “[e]lectricity usage or bill size alone should not be treated as a proxy
for household income, climate vulnerability, or ability to pay.”!?

These observations strengthen CalCCA’s recommendation that the Commission maintain a
narrow focus. The Commission has recognized the distinction between the Climate Credit and broader
ratemaking, explaining that “[t]he Climate Credit is a bill credit, entirely separate from rates; it does
impact overall bills and affordability.”'* Underlying drivers of electricity affordability, durable
electrification price signals, income differentiation, and broader rate design principles raise policy
questions that extend well beyond the distribution of a finite pool of allowance proceeds. The Climate
Credit should instead continue to serve the function for which it is uniquely well suited: providing
broad, visible, predictable, and readily understandable bill relief during most customers’ high-billed
months. 14

Consistent with these principles, CalCCA’s Opening Comments recommend retaining the
existing equal, non-volumetric Climate Credit methodology as the approach best supported by the
record. The existing methodology provides universal bill relief, is simple and competitively neutral,
minimizes implementation costs and customer confusion, and avoids relying on imperfect proxies for
financial need. '® If the Commission determines that redistribution is warranted, CalCCA recommends

that any alternative, above all, should avoid reducing benefits for low-income customers and consider

10 SDG&E Opening Comments, at 10-11.

1 PG&E Opening Comments, at 7-8.

Cal Advocates Opening Comments, at 6-7.

13 Assigned Commissioner’s Scoping Memo and Ruling, R.25-07-013 (Feb. 3, 2026), at 16.
14 CalCCA Opening Comments, at 9-10.

15 CalCCA Opening Comments, at 10.



a simple CARE adder as a means of providing additional assistance to income-qualified customers
while preserving a meaningful Climate Credit for all residential customers.'® CalCCA further
recommends that any departure from the status quo demonstrate that its incremental customer benefits
outweigh its costs, complexity, feasibility, customer confusion, and adverse customer impacts. !’

Against that backdrop, Opening Comments reveal three broad categories of positions. First,
PG&E, SDG&E, and the small and multi-jurisdictional utilities (SMJUs) support retaining the existing
methodology and provide substantial policy and implementation support for doing so. Second,
Southern California Edison Company (SCE) and Cal Advocates agree that the status quo is lawful,
simple, and comparatively inexpensive, but remain open to limited modifications intended to provide
additional affordability benefits. Third, the Environmental Defense Fund (EDF), the Natural
Resources Defense Council (NRDC), The Utility Reform Network (TURN), and the Center for
Accessible Technology (CforAT) advocate varying forms of additional targeting, but their proposals
point in materially different directions and rely upon different understandings of the problem a
redesigned Climate Credit should solve.

The divergence among these proposals is significant. There is no common conclusion among
the parties advocating redesign regarding whether the Climate Credit should principally address
income, high electricity usage, climate, electrification, medical needs, or some combination of those
factors. Nor do those proposals adequately address another threshold requirement identified by
CalCCA in Opening Comments: whether the proposed methodology will preserve competitive
neutrality between bundled and unbundled customers as required by California Air Resources Board
(CARB) regulations.

Opening Comments therefore strengthen the case for treating the existing methodology as the
default, as CalCCA recommends in its Opening Comments. An alternative should displace that
framework only if it demonstrates a material net improvement after considering customer benefits,
offsetting impacts on other customers, implementation costs, administrative complexity, legal
requirements, and competitive neutrality.

The Commission should:

e Retain the existing equal, non-volumetric electric Climate Credit methodology as the
default because the record confirms that it is legally permissible, broadly affordable, simple

16 Id. at 11.
17 Id. at 16-17.



I1.

to administer and explain, and avoids diverting allowance revenues to unnecessary
implementation costs;

Recognize the broad support in the record for the status quo, including the positions of
PG&E, SDG&E, and the SMIJUs, as well as acknowledgments by SCE and Cal Advocates
that the existing methodology remains legally compliant, simple, and comparatively
inexpensive;

Decline to adopt alternative proposals because none demonstrate that they can better target
affordability needs without creating offsetting harms; instead, the alternative proposals vary
significantly in the customers they prioritize and the proxies they use to identify need, and
each risks improving outcomes for some customers while reducing benefits for others;

Require any alternative methodology to demonstrate equivalent treatment of bundled and
unbundled customers, consistent with CARB regulation section 95892(d)(6), an element
the additional proposals do not adequately evaluate;

Reject NRDC'’s proposed upstream volumetric rate reduction because it fails to comply
with CARB regulation section 95892(d)(6)’s requirement that bundled and unbundled
customers are treated equally and 95892(d)(7)(B)’s restrictions on the use of allowance
value;

Reject approaches that rely on electricity usage, baseline allowances, or Climate Zones as
proxies for financial need unless proponents demonstrate that those proxies produce
materially better affordability outcomes without disproportionately reducing benefits for
other vulnerable customers;

Require any alternative to demonstrate not merely that some customers receive larger
Climate Credits, but that the proposal produces a material net affordability improvement
after accounting for the corresponding reductions in credits to other customers and the
implementation costs associated with the change;

If the Commission nevertheless determines that additional targeting is warranted, consider
a simple California Alternate Rates for Energy (CARE) adder that provides additional
benefits to CARE customers while preserving a meaningful Climate Credit for every
residential customer; and

Ensure that any consideration of a volumetric credit fully addresses the significant
competitive neutrality, customer communication, and distributional concerns identified at
the August 11, 2026, workshop (Workshop).

OPENING COMMENTS CONFIRM THAT THE EXISTING CLIMATE CREDIT
METHODOLOGY SATISFIES THE STATUTORY REQUIREMENTS AND
ADVANCES THE GUIDANCE RULING’S OBJECTIVES

Recommendations of CalCCA, PG&E, SDG&E, and the SMJUs to Retain the
Existing Methodology Should Be Adopted

PG&E, SDG&E, and the SMJUs each recommend retaining the status quo, and each reaches

that conclusion for reasons closely aligned with CalCCA’s Opening Comments: the existing



methodology provides broad affordability relief without introducing new administrative costs,
customer confusion, or arbitrary distinctions among customers.

PG&E expressly recommends that “the Commission should adopt the status quo as the Phase
1B outcome.”'® PG&E concludes that the existing approach advances affordability during high-billed
periods and provides an equal credit to residential customers while avoiding the shortcomings of using
electricity consumption as a proxy for financial hardship.'* PG&E further emphasizes that the
Commission has other proceedings addressing electricity rates and electrification more directly.

SDG&E reaches the same conclusion, describing the existing electric Climate Credit
framework as the “optimal path forward.”?! SDG&E explains that the status quo complies with AB
1207,%? maintains equitable treatment of residential customers, maximizes transparency and
administrative simplicity, and provides broad-based relief during high-bill months.??

SDG&E also cautions against equating usage with financial need.?* Higher consumption can
result from climate or medical necessity, but it can also “reflect greater household wealth, including
ownership of larger homes, swimming pools, multiple electric vehicles, or other energy-intensive
amenities.” “Conversely, many lower-income households deliberately suppress electricity usage
because they cannot afford higher bills.”?® Moreover, customers may also suppress energy use in
response to grid reliability events. The same usage level can therefore reflect materially different
customer circumstances.

The SMJUs likewise recommend maintaining the current structure.?’ The SMJUs explain that
administrative costs are particularly consequential for smaller utilities because those costs must be
spread across dramatically smaller customer bases and administered by much smaller staffs.?® For that

reason, the SMJUs conclude that “[t]he simplest path forward is to retain the status quo” and request

18 PG&E Opening Comments, at 2.

19 Id. at 2-3.

20 Id. at 2.

2 SDG&E Opening Comments, at 1, 25.

2 Assembly Bill (AB) 1207, ch. 117, Stats. 2025 (Irwin).
2 1bid.

2 Id at 11.

25 1bid.

26 1bid.

27 SMJUs Opening Comments, at 4-5.

28 1bid.



that, if changes are required, they remain minor and compatible with existing SMJU billing systems
and processes.?’

These comments confirm CalCCA’s central point: simplicity is not merely an administrative
preference. It is directly linked to affordability. Additional billing system logic, customer
classifications, individualized calculations, outreach, and implementation requirements consume
resources that would otherwise be available to benefit customers. A more complicated methodology
therefore should not be considered an affordability improvement merely because it redistributes more
Climate Credit dollars to one group of customers. The Commission must consider the net benefit
remaining after both the offsetting reduction to other customers and the costs of effectuating that
redistribution. To ensure maximum benefit to all customers, the Commission should adopt the
recommendations of CalCCA, PG&E, SDG&E, and the SMJUSs to retain the Climate Credit
distribution status quo.

B. SCE and Cal Advocates Similarly Recognize the Strengths of the Status Quo but
Remain Open to Limited Modifications

SCE and Cal Advocates, recommending the status quo with limited modifications, also begin
from largely the same premise as CalCCA: the existing methodology works, satisfies applicable
requirements, and is substantially simpler than the alternatives. SCE expressly concludes that retaining
the status quo “satisfies the legal requirements” and “is the simplest and least costly option.”*° SCE
nevertheless supports exploring principled, reasonably priced, and feasible approaches that could
provide greater assistance to customers with financial need, including CARE and FERA customers. !
Importantly, SCE does not endorse any specific alternative. Instead, it recommends requiring
proponents to substantiate the factual basis, legality, implementation feasibility, customer impacts, and
costs of any proposed departure from the status quo.>?

Cal Advocates similarly concludes that the Commission should “maintain the status quo, with
modifications to support affordability,” explaining that the Guidance Ruling’s tiered proposals are too
complex and could impose significant costs that erode the Climate Credit available to customers.>* Cal

Advocates is open to more limited changes to distribution timing if implementation costs and

2 Id. at 10.
30 SCE Opening Comments, at 11.
31 Id

32 Id. at 11-13.
33 Cal Advocates Opening Comments, at 2.



administrative burdens remain low. But Cal Advocates specifically recommends against a purely
volumetric Climate Credit because it would introduce unnecessary complications, implementation
challenges, additional costs, and customer confusion.>*

C. PG&E, SCE, SDG&E, the SMJUs, and Cal Advocates Share CalCCA’s Concerns
with Tying the Climate Credit to Customer Usage

Usage-based methodologies for distributing the Climate Credit risk conflicting with established
rate design, conservation, affordability, and grid reliability policies. In particular, providing a larger
Climate Credit to customers who exceed their baseline usage allowance could create a countervailing
incentive to consume more electricity in order to qualify for greater bill relief. Consumer behavior
demonstrates that thresholds tied to financial benefit can influence purchasing decisions. For example,
Capital One Shopping Research reported in July 2026 that “81 [percent] of Americans are willing to
spend more to meet a free shipping threshold.”*> A Climate Credit methodology that similarly
conditions greater financial benefits on exceeding a usage threshold risks sending customers a message
that more electricity can result in greater savings.

PG&E places this concern within the broader context of rate design principles. PG&E states:

The Commission has spent a considerable amount of time and effort
to design a workable and fair tariff structure centered on baseline
usage. For customers on tiered rate schedules, usage below the
baseline quantity receives a per-kWh baseline credit to promote
energy conservation. Awarding another credit to a household based
on above-baseline usage undermines the conservation rationale of
the baseline rate structure and potentially creates customer
confusion by sending conflicting price signal about whether
customers should conserve energy. Customers would be presented
with conflicting incentives (one to increase usage, and another to
reduce it), making it more difficult to understand how their usage
decisions affect their bills.>®

SDG&E expands upon this concern, noting that while usage-based incentives may “encourage

higher consumption/electrification, it encourages it during the most grid-constrained time of year

which may require additional infrastructure investments, pressuring affordability.”3’

34 Id. at 12-14.

35 See Free Shipping Statistics, Capital One Shopping (July 22, 2026).
36 PG&E Opening Comments, at 6.

37 SDG&E Opening Comments, at 13.



These concerns also illustrate why the Climate Credit should not be used to indirectly
implement broader rate design policy. The Commission has established separate proceedings and
processes to evaluate rate design, price signals, conservation incentives, electrification, and their
effects on affordability and grid reliability.*® Those proceedings allow the Commission to consider
such policies comprehensively and in the context of the rates through which the resulting incentives
are actually communicated to customers. Restructuring the Climate Credit to create a new usage-based
incentive would risk altering those carefully developed price signals outside of the proceedings
designed to evaluate them.

Accordingly, usage-based approaches may create unintended consequences for affordability,
conservation, grid reliability, and customer understanding without demonstrating that those
consequences advance the purpose of the Climate Credit. These concerns further support the
conclusion that the Commission should maintain the current Climate Credit distribution methodology.

III. THE EDF, NRDC, TURN, AND CFORAT PROPOSALS WOULD CREATE
AFFORDABILITY WINNERS AND LOSERS WITHOUT DEMONSTRATING A NET
AFFORDABILITY BENEFIT AND SHOULD BE REJECTED

The alternative proposals should be rejected because they fail to demonstrate that, when the
Guidance Ruling’s objectives are considered together, they improve upon the status quo. As discussed
below, the proposals: (1) rely on different proxies for affordability that would provide greater benefits
to some customers only by reducing benefits for others, without demonstrating a net affordability
benefit; (2) pursue those redistributive outcomes at the expense of other Guidance Ruling objectives,
particularly simplicity; and (3) for NRDC’s proposal, raise threshold legal and regulatory issues.
Additionally, the proposals fail to adequately address CARB’s competitive neutrality requirement. The
Commission should not replace the existing methodology with a more complex approach that merely
shifts affordability benefits among customers while performing worse against other measures the
Commission has identified as important.

A. Parties Advocating for Redesign, Including EDF, NRDC, TURN, and CforAT, Do
Not Agree on the Problem to Be Solved or the Appropriate Proxy for Affordability

The lack of agreement among parties advocating redesign is itself significant. EDF, NRDC,
TURN, and CforAT broadly support providing greater Climate Credit benefits to certain customers,

38 See, e.g., Order Instituting Rulemaking on California Advanced Electric Rate Design, R.26-04-

009 (Apr. 9, 2026); Order Instituting Rulemaking Regarding Transportation Electrification Policy and
Infrastructure, R.23-12-008 (Dec. 14, 2023); see also, e.g., the IOUs’ General Rate Case Phase 11
proceedings, which address marginal costs, revenue allocation, and rate design.



but they do not identify a common methodology, or even a common customer characteristic, that
should determine who receives those additional benefits. The differences are more fundamental than
ordinary variations in proposal design. Each proposal effectively defines the affordability problem
differently, demonstrating the fundamental problem of choosing one redesign over another — whatever
the Commission decides, one group of customers will be disadvantaged from an affordability
perspective.

EDF focuses principally on electricity usage. EDF recommends returning the Climate Credit in
proportion to energy use through either a fully volumetric or tiered usage methodology, with
additional protections for low-income customers.>’ EDF identifies a purely volumetric return as the
option that, based upon its preliminary analysis, best aligns with the Assigned Commissioner’s
priorities. But EDF’s own analysis demonstrates why usage alone cannot reliably identify affordability
need. EDF estimates that a volumetric approach would lower August bills for PG&E CARE customers
in certain desert Climate Zones by more than $40 on average, while increasing bills for CARE
customers in other regions.*°

The relative number of CARE and non-CARE customers affected by these approaches must
also be considered. For example, PG&E’s response to Energy Division’s Data Request ED_002-Q001
indicates that CARE customers in baseline territories T, V, X, and Z would experience increases in
their August bills ranging from approximately 3 to 41 percent under an equal cents per kilowatt-hour
(ECPK) approach.*!' These territories include more than 550,000 CARE customers, nearly half of all
CARE customers in PG&E’s service territory. *? At the same time, non-CARE customers in other
regions would receive larger credits and correspondingly lower bills. Thus, the proposal could
effectively reduce bills for some non-CARE customers by reducing Climate Credit benefits for a
substantial number of CARE customers. EDF therefore acknowledges that even its preferred approach
may require further modification to ensure that low-income customers are not made worse off. *

NRDC seeks a similar volumetric outcome but through a substantially different mechanism

that raises two threshold statutory questions. NRDC proposes reducing IOU Cap-and-Invest

39 EDF Opening Comments, at 1-2.

40 Id. at 13-14.

4 PG&E Supplemental Responses to 6/29 ACR | 2025 GHG Climate Credit [R.25-07-013], R.25-07-013
(Aug. 7, 2026), GreenhouseGasOIR-ImproveClimateCredit DR_ED-002-Q001 Atch01.xlsx, at Sheet 2.

42 Data Report of Pacific Gas and Electric Company (U 39 M), R.25-07-013 (July 17, 2026), PGE-Data-
Responses 07-17-2026.xlsx, at Sheet B, Part (c)

4 EDF Opening Comments, at 13.



compliance costs through the existing true-up process rather than calculating and providing a
customer-specific Climate Credit.** NRDC explains that this approach would “avoid the need for
downstream billing system changes” while functionally resulting in a lower residential volumetric rate,
with a portion of allowance proceeds potentially withheld for separate low-income assistance. *’

First, NRDC’s proposal fails a threshold legal requirement because it would use allocated
allowance value in a manner prohibited by CARB’s Cap-and-Invest Program. Section 95892(d)(7)(B)
prohibits the use of allocated allowance value for costs associated with complying with the Cap-and-
Invest Regulation, including the purchase of “compliance instruments.”*® Additionally, section
95892(d)(7)(A) and (C) prohibit the use of allocated allowances for compliance obligations or
voluntary carbon offset programs.*’ To the extent NRDC’s proposal would direct Climate Credit
revenues toward utility greenhouse gas compliance obligations or otherwise use those revenues to
offset costs that constitute compliance with the Cap-and-Invest Program, it is therefore prohibited by
CARB regulation. The proposal should therefore be rejected on that basis, independent of whether it is
otherwise inconsistent with the Commission’s policy objectives.

Second, the use of allocated allowance value toward a utility’s compliance obligations would
also violate section 95892(d)(6), which requires investor-owned utilities (IOU) to treat their own
customers and the customers of electricity service providers and community choice aggregators
equally.*® Using allocated allowance value toward an IOU’s compliance obligations or other
prohibited purpose specific to a utility would violate the principle of competitive neutrality and section
95892(d)(6).

TURN and CforAT propose still different forms of targeting. TURN emphasizes Climate
Zones, timing, and expanded income categories, while CforAT combines baseline usage with CARE,
FERA, and Medical Baseline participation. These approaches further illustrate the lack of consensus
regarding the appropriate proxy for affordability.

These inconsistencies are consequential because each proxy captures some customers while
excluding or disadvantaging others. High usage can reflect beneficial electrification, medical needs,

climate, a large household, inefficient housing, wealth, or discretionary consumption. Climate Zone

“ NRDC Opening Comments, at 2.

45 1d.

46 17 California Code of Regulations (CCR) § 95892(d)(7)(B).
9 See 17 CCR § 95892(d)(7)(A) and 17 CCR § 95892(d)(7)(C)
4 17 CCR § 95892(d)(6).

10



may identify customers with higher cooling needs but fail to capture winter-peaking customers or
customers with high bills in nominally cooler regions and may ignore similar yearly bills despite
Climate Zone. CARE enrollment is more directly connected to financial need but does not capture all
financially burdened customers. Medical Baseline identifies a particular need but is not an income
qualification. FERA and Deed Restricted Affordable Housing capture still other populations.

There is therefore no record basis to conclude that replacing the universal Climate Credit with
any one of these proxies necessarily produces a fairer or more affordable outcome. Indeed, the varying
proposals demonstrate precisely why the universal character of the existing Climate Credit should not
be discarded lightly. The question is also not simply which customers could benefit from a larger
Climate Credit. With a finite pool of allowance revenues, virtually any proposal can be designed to
demonstrate that a selected group would receive more. The relevant affordability question is who
receives less, by how much, whether those customers also face affordability challenges, and how much
of the finite allowance revenue must be spent merely to administer the redistribution.

B. The Alternative Proposals Do Not Adequately Address CARB’s Competitive
Neutrality Requirement

The alternative proposals share another important deficiency: they do not adequately evaluate
how their proposed redesigns would preserve the competitive neutrality required by CARB’s
regulations. Section 95892(d)(6) requires IOUs to “ensure equal treatment of their own customers and
customers of electricity service providers and community choice aggregators.”*’ This requirement is
not merely a policy preference. It is an express regulatory requirement governing the use of electric
allowance value.

The need to evaluate competitive neutrality increases as the methodology becomes more
complicated. Under the existing methodology, the same non-volumetric Climate Credit is provided
without regard to the customer’s generation provider. Party alternative proposals, by contrast,
introduce distinctions based upon individual usage, baseline allowances, Climate Zones, program
participation, and underlying volumetric rates. Before adopting any such methodology, the
Commission must determine whether those distinctions operate equivalently for bundled and
unbundled customers, or instead result in a disproportionate allocation of benefits to either customer

group or misrepresent the source and allocation of those benefits to the detriment of any LSE.

9 17 CCR § 95892(d)(6).

11



Competitive neutrality cannot be treated as an implementation detail to be considered after a
methodology has been selected. It is a threshold regulatory requirement. A proposal that may produce
desirable affordability outcomes for some customers but cannot demonstrate equal treatment between
bundled and unbundled customers does not provide a sufficient basis for Commission adoption.
Accordingly, before considering any alternative to the existing methodology, the Commission should
require the proponent to demonstrate: (1) compliance with Public Utilities Code section 748.5; (2)
compliance with applicable CARB requirements governing the use of allocated allowance value; and
(3) equivalent treatment of IOU bundled customers, CCA customers, and customers of electric service
providers as required by CARB regulation section 95892(d)(6). The additional proposals in the current
record have not yet made that complete showing.

IV. 10U DATA PROVIDED IN RESPONSE TO THE RULING CONFIRMS THAT
COMPLEXITY WOULD DIRECTLY REDUCE CUSTOMER BENEFITS AND WILL
NOT BE ACHIEVABLE BY 2028

The IOU data and explanations provided in response to the Ruling provide additional and
independently significant reasons — potential implementation costs and delays regarding each proposal
— not to adopt a more complicated methodology without a demonstrated material customer benefit.
SCE provides the clearest quantitative evidence. SCE estimates the following costs and minimum
implementation periods for the Climate Credit distribution:

e Baseline Usage Tier: approximately $7.95 million and 18 months;

e Climate Zone Tier: approximately $13.95 million and 24 months; and

e Purely Volumetric: approximately $10.45 million and 18 months.*°

These costs are particularly important because they come from the same finite allowance
revenues that fund the Climate Credit. SCE explains that implementation expenditures leave less

revenue available to return to customers through the residential Climate Credit.>!

SCE separately
estimates that concepts raised by parties during Phase 1A could cost between approximately $7.95
million and $17.45 million to implement, with information-technology development ranging from
medium to high complexity.

SDG&E identifies similar concerns. SDG&E states that the Baseline Usage Tier, Climate Zone

Tier, and volumetric approaches would require billing-system functionality that does not presently

50

SCE Opening Comments, at 18.
3 Id. at 19-20.
52 1d. at 19.
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exist and estimates that implementation costs for each could reach into the “million(s).”>* The
concepts would also require varying degrees of customer education concerning baseline status, CARE
participation, Climate Zone classifications, measurement periods, and why similarly situated
customers may receive different Climate Credit amounts.>*

PG&E raises even more fundamental implementation concerns: it does not believe Concepts 1
or 2, as proposed, can be implemented for 2028 distributions.> PG&E explains that its current Climate
Credit program was designed to apply a standardized amount based upon existing account-level
eligibility information.® Adding customer-specific distinctions based on usage, Climate Zone, CARE
status, baseline territory, or other criteria would require significant new programming logic, additional
testing, and modifications to billing processes.>’ PG&E must also undertake those changes in the
context of its multi-year Billing System Modernization Initiative and an existing pipeline of
Commission-directed rate projects.>®

The record on implementation costs and potential delays therefore alters the nature of the
policy question. The Commission is not choosing among methodologies with equal administrative
costs. It is choosing between an existing framework that can continue without material new billing-
system and implementation expense and alternatives that could require tens of millions of dollars or
more, 18 to 24 months or more of implementation work, new customer-specific calculations, and
extensive outreach.

The Commission should therefore adopt the standard CalCCA proposed in Opening
Comments: an alternative should proceed only if its incremental customer benefits materially
outweigh its additional costs, complexity, implementation risks, and negative distributional effects.>’
On the present record, no party has made that showing.

V. THE WORKSHOP REINFORCED THE NEED FOR A SIMPLE, ACHIEVABLE, AND
UNDERSTANDABLE METHODOLOGY AND HIGHLIGHTED THE
IMPLEMENTATION AND COMPETITIVE NEUTRALITY CONCERNS WITH A

VOLUMETRIC RETURN
53 SDG&E Opening Comments, at 13-14.
54 Id

3 PG&E Opening Comments, at 20.

36 1d. at 9-10.

37 Id. at9.

58 1d. at 10.

5 CalCCA Opening Comments, at 4-7, 16-17.

13



The Workshop further confirmed that more targeted approaches can introduce substantial
implementation, customer communication, affordability, and competitive neutrality concerns. Those
tradeoffs support consideration of a simple CARE-based alternative if additional targeting is warranted
and rejection of a volumetric return.

A. CalCCA’s CARE Alternative Provides a Simple Proposal Based on Equity and
Affordability Principles

Consistent with its Opening Comments, CalCCA presented a potential CARE adder as an
alternative only if the Commission determines that redesign of the Climate Credit distribution is
warranted. CalCCA’s proposal begins with two principles that distinguish it from several of the more
complicated alternatives discussed above. Every eligible residential customer would continue to
receive a meaningful Climate Credit. The additional benefit would also be tied directly to an existing
affordability program rather than inferred from electricity consumption or geography.

CARE provides a readily understandable and administratively familiar indicator of financial
need. CalCCA therefore preliminarily proposed that, if additional targeting is desired, the Commission
could provide CARE customers an additional Climate Credit amount, or multiplier, while maintaining
a base Climate Credit for all other residential customers.® Such an approach would not require the
Commission to determine whether individual customers exceeded a historical baseline, classify
financial need based upon Climate Zones, or reward electricity consumption irrespective of the reason
for that consumption.

A CARE adder is imperfect because CARE does not encompass every customer experiencing
an affordability challenge, but it is directly tied to an established income-qualified program and
therefore more closely related to financial need than electricity usage or geography.

A CARE adder could also preserve the competitive neutrality principle that CalCCA has
identified as essential to any Climate Credit redesign. CARE eligibility does not depend upon whether
a customer receives generation service from an IOU or CCA. Any final proposal, however, should
ensure that a customer’s status as bundled or unbundled does not directly or indirectly affect the
amount of Climate Credit relief for which that customer is eligible or otherwise serve as a factor in the

design or distribution of the Climate Credit.

60 Id. at 11.
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B. A Volumetric Return Raises Significant Practical and Policy Concerns and Should
Be Rejected

The Workshop discussion also highlighted additional concerns with a volumetric return.
Because a volumetric approach would effectively operate as a rate reduction, rather than a discrete
Climate Credit, it raises significant questions regarding customer communication and competitive
neutrality. Any such reduction would need to be reflected on the delivery side of the bill because the
Commission does not regulate CCA generation rates. Explaining that reduction to customers without
implying that it results from an IOU rate reduction or other utility action could be considerably more
difficult than communicating the existing, separately identified Climate Credit. And, if that
communication produces some confusion such that a customer believes the Climate Credit is
attributable to an IOU rate reduction or utility action, it could disadvantage CCA competitiveness. The
need to explain the interaction between the Climate Credit, delivery rates, and generation service
therefore undermines the apparent simplicity of a cents-per-kWh approach and warrants careful
consideration under both the simplicity and competitive neutrality principles.

A volumetric return also does not resolve the more fundamental distributional concern
identified throughout the record. This proceeding has not established a definition or common measure
of “affordability,” yet a volumetric methodology would effectively assume that higher electricity
usage or higher electricity bills correspond with greater affordability need. That assumption is
particularly consequential because providing larger credits to customers with higher usage necessarily
provides less to other customers, including CARE customers in more moderate coastal areas.
Electricity bills alone do not capture a household’s overall affordability burden or the relative value of
each additional dollar of bill relief. A CARE customer in a moderate coastal climate may have lower
summer electricity bills but face substantially higher housing or other essential living costs than a
CARE customer in a hotter inland area, such that their energy burdens are similar. Without first
establishing that electricity usage or bill size is an appropriate measure of affordability need,
redistributing Climate Credit dollars on that basis risks making some low-income customers worse off
based on an imperfect proxy for affordability. Where the record does not demonstrate that one low-
income customer has less need for bill relief than another, the Commission should not reduce that
customer’s Climate Credit to increase the credit provided to another.

VI. CONCLUSION
For all the foregoing reasons, CalCCA respectfully requests consideration of the comments

herein and looks forward to an ongoing dialogue with the Commission and stakeholders.
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Respectfully submitted,

Jaundlio,

Leanne Bober,
Director of Regulatory Affairs and Deputy
General Counsel

CALIFORNIA COMMUNITY CHOICE
ASSOCIATION

August 17,2026
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