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SUBJECT: Electricity: calculation methodology: data disclosure

DIGEST: This bill requires the California Public Utilities Commission (CPUC)
to ensure that all data serving as a basis for any decision or ruling issued by the
CPUC for the determination of a calculation methodology for any charge imposed
on customers of a load-serving entity (LSE) for costs associated with contracts for
generation resources or electrical corporation-owned generation is made available
to LSEs and ratepayer advocates on behalf of customers.

ANALYSIS:
Existing law:

1) Establishes and vests the CPUC with regulatory authority over public utilities,
including electrical corporations. (Article XII of the California Constitution)

2) Authorizes the CPUC to fix the rates and charges for every public utility and
requires that those rates and charges be just and reasonable. (Public Utilities
Code §451)

3) Defines a LSE as a community choice aggregator (CCA), electric service
provider (ESP), and electrical corporation. (Public Utilities Code §380)

4) Requires the LSE to pay reentry fees associated with their customers
involuntarily being returned to the service of the incumbent electrical
corporation (also known as an electric investor-owned utility (IOU)), except in
the case of default due to nonpayment. Requires the LSE to post a bond or
demonstrate sufficiency insurance to cover reentry fees. Requires that where an
LSE becomes insolvent, the obligation to pay reentry fees is allocated to the
returning customers. (Public Utilities Code §394.25 (e))
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5) Requires the CPUC to authorize and facilitate direct transactions between
ESPs and retail end-use customers but suspends direct transactions except as
expressly authorized. (Public Utilities Code §365.1)

6) Requires the CPUC to authorize direct transactions for non-residential end-use
customers, subject to an annual maximum allowable total kilowatt hour (kWh)
limit established, as specified, for each electrical corporation, to be achieved
following a now-completed three-to-five-year phase-in period. (Public Utilities
Code §365.1(b))

7) Requires the CPUC, on or before June 1, 2019, to issue an order specifying,
among other things, an increase in the annual maximum allowable total kWh
limit by 4,000 gigawatt hours (GWh) and to apportion that increase among the
service territories of the electrical corporations. (Public Utilities Code
§365.1(e))

8) Requires the CPUC, by June 1, 2020, to provide the Legislature with
recommendations on the adoption and implementation of a 2nd direct
transactions reopening schedule and requires that the CPUC make specified
findings with respect to those recommendations, including that the
recommendations do not cause undue shifting of costs to bundled service

customers of an electrical corporation or to direct transaction customers.
(Public Utilities Code §365.1(f))

9) Requires that the bundled retail customers of an electrical corporation not
experience any cost increase as a result of retail customers electing service
from another provider or from implementation of a CCA program. Requires
the CPUC to ensure that the 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. (Public Utilities Code §365.2 and 366.3)

10) Authorizes a CCA to aggregate the electrical load of interested electricity
consumers within its boundaries and requires a CCA to file an implementation
plan with the CPUC in order for the CPUC to determine a cost-recovery
mechanism to be imposed on the CCA to prevent a shifting of costs to an
electrical corporation’s bundled customers. Specifies requirements to assess
nonbypassable charges on the departing load to reimburse the electric IOU for
electricity purchases on behalf of the customer. (Public Utilities Code §366.2)

11) Requires that the bundled retail customers of an electrical corporation do not
experience any cost increase as a result of retail customers electing service
from another provider or from implementation of a CCA program. Requires
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the CPUC to ensure that the 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. (Public Utilities Code §§365.2 and 366.3)

12) Authorizes a CCA to aggregate the electrical load of interested electricity
customers within its boundaries and requires a CCA to file an implementation
plan with the CPUC in order for the CPUC to determine a cost-recovery
mechanism to be imposed on the CCA to prevent a shifting of costs to an
electrical corporation’s bundled customers. (Public Utilities Code §366.2)

13) Requires each electrical corporation to file a proposed long-term electricity
procurement plan with the CPUC, and the CPUC is required to review and
accept, modify, or reject that plan. The plan must include, among other things,
an assessment of the price risk associated with the electrical corporation’s
portfolio, the criteria by which proposed procurement transactions will be
evaluated for cost recovery eligibility, and mechanisms for recovery of
procurement costs in rates. Contracts entered into pursuant to a CPUC-
approved procurement plan are generally eligible for recovery in rates. (Public
Utilities Code §454.5)

14) Requires the CPUC to adopt procedures to ensure the confidentiality of
market-sensitive information submitted by an electrical corporation in
connection with its proposed or approved procurement plan, including power
purchase agreements, data request responses, and consultant reports. Also
requires that the Public Advocate’s Office and other consumer groups that are
nonmarket participants be provided with access to that confidential
information under CPUC-authorized confidentiality procedures. (Public
Utilities Code §454.5(g))

This bill:

1) Requires the CPUC to ensure that all data serving as a basis for any decision or
ruling issued by the CPUC, or in any proposal or analysis provided by CPUC
staff, for the determination or application of a calculation methodology for any
charge imposed on customers of a LSE to recover costs associated with
contracts, electrical corporation-owned generation, or any other resource or
value included in that charge and any other charge derived from those costs, is
made available to LSEs and ratepayer advocates on behalf of customers.

2) Requires the CPUC to require an electrical corporation or other party, in
submitting a proposal or analysis for the determination or application of a
calculation methodology for any charge imposed on customers of a LSE to
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recover costs associated with contracts, electrical corporation-owned
generation, or any other resource or value included in that charge and any other
charge derived from those costs, to make all data serving as a basis for that
proposal or analysis available to LSEs and ratepayer advocates on behalf of
customers.

3) Requires that data to meet specified requirements, including that it is made
through a public disclosure, except for market-sensitive data, as provided.

Background

Electric utilities. There are two main types of electric utilities serving customers in
the state, one is an IOU, and the other is a publicly owned utility (POU)
[additionally there are rural electric cooperatives who serve a very small fraction of
the state].

e [0Us: privately owned electrical corporations, such as Pacific Gas & Electric
Company (PG&E) that provide monopoly services in distinct, defined
geographic territories. Customers of IOUs who receive both energy
procurement and distribution services from the utility are considered “bundled
customers.” IOUs are rate-regulated by the CPUC to ensure they provide
service at a just and reasonable rate. [OUs also have an obligation to serve all
customers in their service territory and serve as providers of last resort.

e POUs: publicly owned utilities, such as Los Angeles Department and Water and
Power, are governed by a local governing board, perhaps a city council or other
elected body. Similar to IOUs, POUs provide monopoly utility services in
distinct defined geographic areas. However, unlike IOU customers, POU

customers cannot receive energy procurement services from an entity that is not
the POU.

Load-serving entities. Several other types of entities, referred to in statute as LSEs,
procure electric generation resources and services on behalf of customers within
the service territory of electric IOUs. In addition to electric IOUs, California’s
LSEs include:

e ESPs: procure electricity to end-use customers who choose the services of the
ESP instead of the incumbent electric IOU. An ESP uses the transmission and
distribution infrastructure of the electric IOU to deliver electricity to the
customer. Customers of ESPs are considered direct access (DA) customers.
They are often large companies or entities who likely have staff whose
responsibility is to manage the entity’s electricity (such as, a college campus,
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medical campus, etc.). Statute directs the CPUC to establish a maximum load
cap in each electric IOU’s service territory to limit DA customers. With few
exceptions, the number of DA customers has been mostly stable since the
program was capped after the California energy crisis in the early 2000s when
some ESPs went out-of-business and customers had to be unexpectedly
defaulted back to the electric IOU.

e CCAs: local government entities, such as Sonoma Clean Power, by which local
governments choose to procure or generate electricity on behalf of residents and
businesses while using the incumbent electric [OU’s transmission and
distribution infrastructure and billing services. An individual customer within
the territory of a CCA is automatically opted-in to have energy procured from
the CCA, based on the implementation schedule, when the customer’s local
government elects to join or establish the CCA. However, the customer retains
the option to return to the procurement service of the incumbent electric IOU.
Notwithstanding CCA outreach, customers of CCAs may not notice they have
been opted-in to the CCA, as the electric utility bill continues to be sent by the
electric IOU for both the energy procurement of the CCA and the distribution
and transmission services. However, a close inspection of the utility bill would

show a line item that notes the procurement of energy resources coming from
the CCA.

Departing load. The CPUC has regulated electric IOUs for about a century.
However, the CPUC’s experience regulating CCAs is much more limited. In 2002,
statute first allowed the formation of CCAs as among many of the policy responses
to the 2000-01 Energy Crisis. It was not until nearly a decade later that the first
CCA—Marin Clean Energy—came into existence. The motivation for a local
government to join or create a CCA can be many, but, in general, there is an
element of local control and, to varying degrees, a belief that rates would be lower
as compared to the electric IOU. Today, there are over 20 CCAs operating in the
state with over 15 million customers (per estimates from California Community
Choice Association (CalCCA)), with an expectation that the number of customers
served by CCAs may continue to grow.

Power Charge Indifference Adjustment (PCIA). When customers depart from the
procurement services of the incumbent electric IOU as either a DA or CCA
customer, statute requires the CPUC to ensure that customers leaving the utility do
not burden remaining utility customers with costs which were incurred to serve the
departing customers, including energy planned to serve the customer. Statute also
requires the CPUC to ensure that departing load customers do not experience any
cost increases as a result of an allocation of costs that were not incurred on behalf
of the departing load. In order to ensure this “customer indifference,” CCAs and
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DA customers are required to pay an exit fee — the PCIA — to account for the costs
incurred on their behalf and to ensure remaining customers are not affected by the
choice of these customers (or their local governments) to depart their load. The
PCIA is the mechanism to ensure that the customers who remain with the electric
IOU do not end up taking on the long-term financial obligations the utility incurred
on behalf of now-departed customers. The goal is ensuring that remaining
customers neither gain nor lose from other customers’ departure. Examples of such
financial obligations include utility expenditures to build power plants and, more
commonly, long-term power purchase contracts with independent power
producers. These departing load customers may represent a significant fraction of
the customers within the electric IOU service territory. Without the PCIA, the
remaining percent of customers would need to assume financial obligations
incurred in anticipation of serving those customers that now receive energy
procurement services from a CCA or DA provider.

Calculating the PCIA. The PCIA is calculated by taking the difference between the
“actual portfolio cost,” which represents the costs related to the utility’s energy
procurement and the “market value” of the portfolio. The market value is measured
by a CPUC-approved methodology, known as the Market Price Benchmark
(MPB), based upon the weighted average price of market transactions for energy
index price, resource adequacy capacity (system, local and flexible), and renewable
portfolio standard value. If the IOU’s actual portfolio cost is above-market value,
the departing load customers pay their share of the difference based on their power
consumption. In instances where the PCIA may be negative, departing load
customers receive a credit to offset against a departing load customer’s future
positive PCIA.

Calculation of PCIA

Source: CPUC website
PCIA Eligible Portfolio’s Market Power Charge Indifference
Portfolio Cost minus Value equals Amount (PCIA) Revenue

Requirement

Contracted or Built Resources  Calculation using Market Price A bill credit or bill charge
that represent procurement Benchmark based on CPUC to departed load based on the
commitments prior to load adopted methodology looking  vintage (year) of departure
departure at recent market transactions

PCIA revenue does not represent a profit, rather these are customer costs, as such,
any changes to the PCIA affect customers, and not the profit of any entity.
Additionally, the PCIA will vary depending on when a customer departed from the
electric IOU and the procurement portfolio at the time. As such, each customer
pays the assigned vintage PCIA, depending on the year when the customer
departed. The PCIA revenue requirements and rates are calculated annually as part
of each electric IOUs Energy Resource Recovery Account (ERRA) regulatory
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process. As noted in the CPUC’s most recent decision (D. 25-06-049), “These
processes are complex, often contentious, and regularly at issue in the annual
ERRA forecast proceedings.”

Comments

Need for this bill. The author states:

Electricity bills in California are on the rise, in part due to challenging market
conditions and outdated and inefficient regulatory policies. ...One tool to
ensure customers receive energy bills that are fair and accurate is increased
transparency in how Power Charge Indifference Account (PCIA) charges are
calculated. ...But since the PCIA was implemented, there has been no
consistent standard for what data must be made available in any CPUC process
or proceeding where the PCIA is set — so, while customers are being asked to
pay this charge, they have no ability to fact check it.

Everyone makes mistakes, including investor-owned utilities (IOUs) and the
California Public Utilities Commission (CPUC). This is why transparency is
crucial in the quest to reduce ratepayer costs. CCAs, ESPs and ratepayer
advocates should have the data required to independently verify the charges
impacting customers. Enabling transparency and ensuring the work is not done
in a “black box” will provide the essential check and balances to ensure that
costs to all ratepayers are fair and accurate.

Proponents seek greater data transparency. The sponsors and supporters of this
bill express a need for greater transparency concerning the data informing the
calculation methodology to determine the PCIA. CCAs contend there has been no
specific standard for what data must be made available to the CCAs in the ERRA
proceedings where the PCIA is established. They argue that in practice disclosure
varies by the electric IOU and by the CPUC proceeding. As a result, they believe
there 1s administrative inefficiencies and disputes in resolving the issue on a case-
by-case basis. They seek legislative remedy to require consistency in the data
disclosures afforded to them, other LSEs, and ratepayer advocates. They believe
requiring the electric IOUs to disclose data as required by this bill will encourage
IOUs to double-check their work. They note there have at times been errors in the
accounting that would have resulted in collecting hundreds of millions from CCA
customers, though in that case the electric IOU corrected the error after it was
identified.

Data disclosures currently limited within the ERRA proceeding. Currently, the data
disclosures that inform the PCIA are limited within the ERRA proceeding to
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parties within the proceeding. The data sharing confidentiality affords CCAs
access to confidential monthly report data, but the non-disclosure agreements limit
the use of this information to participate in the specific ERRA forecast proceeding
for which the data is disclosed and only while the proceeding remains open. The
confidentiality of electric procurement data is governed by Public Utilities Code
§454.5(g) and CPUC decisions, including D.06-06-066, D. 06-12-030, D.07-05-
032, and D.08-04-023. Pursuant to a 2022 CPUC decision (D. 22-07-008), CCAs’
reviewing representatives are authorized to disclose nonconfidential information to
their clients once per the calendar quarter, as the CPUC found it was in the public
interest to protect CCA customers from rate volatility and more frequent data
access supports CCAs ability to forecast costs. The CPUC also required the electric
IOUs to provide all confidential information from the ERRA Master Data Request
to all reviewing representatives that have signed nondisclosure agreements with the
utility for PCIA forecasting within five business days after each utility’s monthly
ERRA reports is submitted to the CPUC. In the case of MPB calculation, the
documents informing the MPB are public documents. However, for data not
disclosed through the ERRA forecast proceeding, parties can pursue access
through Public Records Act requests to the CPUC.

Long-standing effort by CCAs to secure greater data access. CCAs have long
sought changes at the CPUC for greater data access. While the CPUC has not
adopted their proposals in full, the CPUC has adjusted the data sharing
requirements in response to the CCAs’ requests. This bill would expand the data
access to all data in connection with any charge imposed on an LSE customer,
including a CCA customer. This bill would not tie the data to the ERRA
proceeding, and instead allow data access concurrently to LSEs and ratepayer
advocates with any proposal, analysis, or CPUC-authorized charge to recover the
costs of contracts or resources procured for the benefit of bundled customers
regardless of whether the charge i1s expressly enumerated. This bill requires the
data 1s made through a public disclosure, except for market-sensitive data, made
available concurrently and in native file format. CCAs note that some files are
provided as PDFs where the underlying formulas and data are not accessible.

Electric IOUs raise concerns about undermining existing CPUC confidentiality
practices and rules. The electric IOUs express concerns about the broad
application of the data sharing proposed by this bill. They argue that such broad
disclosures would extend beyond the PCIA disputes into all aspects of utility
ratemaking, resource planning, and procurement. They further argue that
compliance with this bill’s mandates would require the CPUC to develop, monitor,
and enforce new disclosure standards on an ongoing basis. In general, they contend
the CCAs have not identified what data gaps are lacking given the access they are
afforded within the ERRA proceeding to determine the PCIA. They further
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contend this bill would result in profound information asymmetry in the state’s
retail market, with electric IOUs facing disclosure requirements that are not
applied to CCAs and ESPs.

Prior/Related Legislation

SB 612 (Portantino, 2022) as introduced, would have directed the CPUC to ensure
that CCA and DA customers have access to the benefits of IOU legacy resources
for which they pay through the PCIA, and to actively manage those resources to
minimize above-market costs; the bill was subsequently amended to address an
unrelated subject.

AB 2689 (Kalra, 2020) would have required that the CPUC’s procedures related to
confidentiality of market sensitive information submitted in or related to an
electrical corporation’s proposed procurement plan to include that information that
1s reasonably necessary to verify the cost proposed to be recovered in rates is
available to a person participating in the proceeding, including load-serving
entities. The bill died in the Assembly Committee on Utilities and Energy.

SB 520 (Hertzberg, Chapter 408, Statutes of 2019) provided that the electric IOU
1s the provider of last resort (POLR), as defined, in its electric utility service
territory unless provided otherwise in a service territory boundary agreement
approved by the CPUC or unless the CPUC designates an LSE, as defined, for all
or a portion of that service territory. The bill establishes specified requirements for
the process of designating and the qualifications required of the POLR.

SB 237 (Hertzberg, Chapter 600, Statutes of 2018) directed the CPUC to make
changes to the existing DA service program, which authorizes direct energy
transactions between electricity suppliers and retail end-use customers. Among the
proposed changes is a requirement to increase the annual maximum allowable limit
of the DA service program by 4,000 GWh for non-residential customers. The bill
also directed the CPUC to provide recommendations to the Legislature, with
specified findings, on the adoption and implementation of a second direct service
transactions reopening schedule.

SB 790 (Leno, Chapter 599, Statutes of 2011) established a code of conduct and
associated enforcement procedures governing how IOUs may interact with CCAs.

SB 1488 (Bowen, Chapter 690, Statutes of 2004) required the CPUC to examine its
practices regarding confidential information to ensure meaningful public
participation in its proceedings and open decision making, while taking into
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account its obligations under Public Utilities Code §454.5(g) and §583 to protect
the confidentiality of certain information.

AB 117 (Migden, Chapter 838, Statutes of 2002) allowed cities and counties to
aggregate their electric loads and provide service directly to their residents through
formation of CCAs.

FISCAL EFFECT: Appropriation: No Fiscal Com.: Yes Local: Yes

SUPPORT:

California Community Choice Association (Sponsor)

Supervisor Luis A. Alejo, Monterey County District 1

Supervisor Terra Lawson-Remer, San Diego County District 3

350 Bay Area Action

350 Humboldt

Acterra

Alliance for Retail Energy Markets

Ava Community Energy Authority

California Choice Energy Authority

California State Association of Counties

Central Coast Community Energy

Cities Association of Santa Clara County

Cities of: Belmont, Benicia, Buellton, Buena Park, Eureka, Goleta, Mill Valley,
National City, Pico Rivera, Pinole, Rancho Mirage, San Jose, San Luis Obispo,
San Mateo, Santa Barbara, Seaside, and Walnut Creek

Clean Energy Alliance

Clean Power Alliance

Climate Action California

Climate Breakthrough

Counties of: Marin, Monterey, Santa Barbara, and Santa Clara

Elders Climate Action, NorCal and SoCal Chapters

League of California Cities

Madera County Economic Development Commission

Marin Clean Energy

Mothers Out Front Silicon Valley

Orange County Power Authority

Peninsula Clean Energy

Pioneer Community Energy

Redwood Coast Energy Authority
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Rural County Representatives of California

Sacred Heart Community Service

San Francisco Public Utilities Commission

San Jose Community Energy Advocates

Silicon Valley Clean Energy

Sonoma Clean Power

Sonoma County Mayor’s and Councilmembers’ Association
The Climate Center

The Climate Reality Project - Silicon Valley Chapter
Town of Hillsborough

Valley Clean Energy

OPPOSITION:

San Diego Gas and Electric Company
Southern California Edison

ARGUMENTS IN SUPPORT: According to the California Community Choice
Association (CalCCA):

One tool to ensure customers receive energy bills that are fair and accurate is
transparency in how PCIA charges are calculated. The PCIA is a fee designed
to ensure customers who leave utility generation service, like customers of a
Community Choice Aggregator (CCA) or Energy Service Provider (ESP), pay
their portion of legacy power costs. But since the PCIA was implemented, there
has been no consistent standard for what data must be made available in any
California Public Utilities Commission (CPUC) process or proceeding where
the PCIA, or related charge, is set. Without adequate transparency, CCAs and
ESPs are unable to verify the accuracy of the PCIA charges that their customers
must pay and cannot confidently forecast rates — both of which are affordability
tools needed to protect customers from unexpected rate increases. Additionally,
the lack of consistent data creates costly disputes and inefficiencies in CPUC
proceedings.

ARGUMENTS IN OPPOSITION: According to the Southern California
Edison:

AB 1761 is duplicative of existing, well-established CPUC data-access
procedures. Today, load-serving entities and ratepayer advocates have access to
extensive utility data through CPUC-approved confidentiality frameworks,
protective orders, and formal discovery mechanisms. These processes were
specifically designed to balance transparency and protect market-sensitive or
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proprietary information. In particular, the CPUC’s Decision (D.) 22-07-008
established steps that grant community choice aggregators (CCAs) access and
ability to review market-sensitive information that could impact Power Charge
Indifference Adjustment (PCIA) rate forecasts.1 CCAs have not utilized or
indicated deficiencies in their ability to access data for PCIA ratemaking
purposes as allowed under D.22-07-008. In the absence of a demonstrated gap
or need, AB 1761 circumvents the existing rules and introduces new risks to the
handling of market-sensitive information, requiring utilities to further secure
that data and creating additional administrative burden.

—END --



