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Summary

This Decision adopts the recommendations in the Energy Division’s White
Paper entitled Staff Proposal on Avoided Cost and Locational Granularity of
Transmission and Distribution Deferral Values and specifies how they will be
implemented as follows:

First, the specified transmission and distribution deferral values will be
estimated through the Distribution Investment Deferral Framework and
California Independent System Operator’s Transmission Planning Process, and
do not require further modeling to estimate or incorporate their values into other
modeling efforts such as the Avoided Cost Calculator.

Second, the White Paper’s proposal for estimating the unspecified
distribution deferral value will be further developed and modeled for adoption
in the Avoided Cost Calculator Update in the Integrated Distributed Energy
Resources Rulemaking (R.) 14-10-003.

Third, this decision does not draw a conclusion regarding the unspecified
transmission deferral value. Instead, the existing methodology shall continue to
be used unless or until the California Public Utilities Commission (Commission)
approves a new methodology. The Commission may continue to consider this
issue in the Avoided Cost Calculator major updates in the Integrated Distributed
Energy Resources Rulemaking.

This proceeding remains open.

1. Background
1.1. Factual Background

The California Public Utilities Commission (Commission) opened this
proceeding in response to the Legislature’s directive that Investor-owned

Utilities (IOUs) prepare, and submit to the Commission for approval,
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Distribution Resource Plans that identify and evaluate optimal locations for the
deployment of distributed energy resources i.e. distributed renewable generation
resources, energy efficiency, energy storage, electric vehicles, and demand
response technologies. The directive is found in Public Utilities (Pub. Util.) Code
§ 769, which provides the following instructions:

This evaluation shall be based on reductions or increases in local
generation capacity needs, avoided or increased investments in distribution
infrastructure, safety benefits, reliability benefits, and any other savings the
distributed resources provide to the electrical grid or costs to ratepayers of the
electrical corporation.

The Commission is charged with reviewing and approving (with or
without modification) each distribution resources plan.

Currently, the Avoided Cost Calculator is used to inform the
cost-effectiveness of Commission demand-side programs and tariffs, such as Net
Energy Metering, including the avoided costs of Transmission and Distribution.
Today, the Avoided Cost Calculator has a single avoided distribution value in
each of the Southern California Edison Company (SCE) and San Diego Gas &
Electric Company (SDG&E) territories based on the marginal cost of distribution
from the general rate case. The Pacific Gas and Electric Company (PG&E)
avoided cost of distribution value is also based on the marginal cost of
distribution from the general rate case and is further broken out by climate zone.
The Avoided Cost Calculator has a single avoided transmission value in the

PG&E territory and a zero value in SCE and SDG&E territory.
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The Commission adopted the Locational Net Benefits Analysis
methodology in the Track 1 Decision! in this proceeding in order to calculate a
location specific avoided cost of Distributed Energy Resources in accordance
Pub. Util. Code § 769. However, Decision (D). 17-09-026 found that the
Locational Net Benefit Analysis methodology was not appropriate for calculating
the avoided costs of transmission and distribution for Distributed Energy
Resources (DER) procured through Commission mandated programs, such as
the energy efficiency portfolio or net energy metering, that may occur at any
location. Thus, D.17-09-026 ordered further action to address avoided costs in
the context of further developing a costs-effectiveness use case for the Locational
Net Benefits Analysis methodology. Parties submitted proposals on methods of
calculating unspecified transmission and distribution deferral values and the
Commission followed up with additional questions. On December 20, 2018, the
Commission’s Energy Division held a workshop to discuss party proposals for
avoided transmission and distribution.

Following the workshop, on June 5, 2019, the assigned Administrative Law
Judge (ALJ) issued his Ruling Requesting Comments on Energy Division White Paper
on Avoided Cost and Locational Granularity of Transmission and Distribution Deferral
Values. The White Paper proposed a framework for estimating the value that
results from using Distributed Energy Resources to defer transmission and
distribution infrastructure.

The White Paper also made recommendations regarding which values

should be applied to the Avoided Cost Calculator, and the appropriate level of

1 Decision 17-09-026 (Decision on Track 1 Demonstration Projects A (Integration Capacity Analysis
and B (Locational Net Benefits Analysis).)
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locational granularity for calculating those values based on the use case that it
should be applied to, which may be applied as a single value across each utility

service territory, or it may vary by location.

1.2. The White Paper
1.2.1. Overview of the White Paper

The White Paper identified the following various different use cases for
which the deferral value might be applied across the Commission’s decision-
making processes:

Table 1. Use Cases for Estimated Transmission &
Distribution Deferral Value

Planning
1 DER developer business development? (i.e. Public Tool and Heat Map)
2 Distribution Investment Referral Framework prioritization of candidate deferrals?
3 Integrated Resource Planning (IRP)
4 Energy efficiency (EE) potential and goals studies
5 Demand response (DR) potential study
Procurement*
Tenders/Solicitations
1 DIDF Competitive Solicitation Framework RFOs
2 Transmission Planning Process (TPP) RFOs
3 Energy storage RFOs
4 NEM tariffs
5 IDER DER sourcing tariff (if adopted)
DER Program Budget

2 Identified in D.17-09-026 as the first use case of the Locational Net Benefit Analysis, Public
Tool and Heat Map.

3 Identified as the second use case in D.17-09-026.

4 The third use case identified in D.17-09-026 is expected to provide the inputs for the avoided
cost calculator, which informs the non-RFO forms of DER procurement, including net energy
metering. energy efficiency, and distributed resource portfolio budgets.
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6 EE portfolio budget setting

7

DR program and budget proposals

As the White Paper clarified that the potential deferral value would depend
on the use case, the appropriate method for quantifying the deferral value would
depend on what type of policy or activity drives the Distributed Energy Resource
growth. Staff proposed an updated set of working definitions in order to
effectively categorize the types of proposed methodologies that would need to be
applied specific use cases, and these definitions were foundational to the
recommended methodologies in the White Paper:

e Non-targeted Distributed Energy Resource growth:
Refers to an increase in DERs over time that results from
Commission-ordered policies, programs, or tariffs that are
not locationally targeted to defer transmission and
distribution upgrades, which is forecasted in the Integrated
Energy Policy Report by the California Energy
Commission.> The White Paper differentiated “naturally
occurring” Distributed Energy Resource growth, which is
also included in the demand forecast, to be a subset of
Distributed Energy Resource growth that results from
customer adoption of Distributed Energy Resources that
are not supported by any tariff or incentive payments.

e Specified deferral value: Value associated with deferring
the purchase and installation of specific infrastructure that
has been identified by a utility or California Independent
System Operator as needed for grid reliability, resiliency or
safety. Deferral value is generally associated with
capacity-related projects whose need can be affected by
changes in peak demand. Value associated with deferring
specific infrastructure identified as needed for other

5 The concept of “autonomous DER growth” was referenced in D.17-09-026 at 46 to explain the
avoided cost use case for the Locational Net Benefit Analysis. Since this term has alternate
definitions in other proceedings, we will cease to use the term in this proceeding and will
instead refer to the term “non-targeted [Distributed Energy Resources] growth.”

-5-
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purposes (i.e. greenhouse gas reduction, renewables
portfolio standard compliance, or economic benefits) is a
conceptually separate type of value and is excluded from
this definition but not from consideration in
cost-effectiveness calculations. What this means is that a
Request for Offer for Distributed Energy Resources
purchased to defer a planned distribution investment
should evaluate the bids by determining their deferral
value plus any and all values recognized by the
Commission.

¢ Unspecified deferral value: Value associated with
deferring the purchase and installation of generic
infrastructure that has not been specifically identified by a
utility or by the California Independent System Operator
as needed for grid reliability, resiliency, or safety, but is
estimated to be needed. This value reflects the concept that
not all grid needs can be anticipated with perfect foresight,
and some portion of those unanticipated grid needs could
be satisfied by Distributed Energy Resources.

Specified deferral value has been most associated with targeted
Distributed Energy Resource procurement. The Distribution Investment Deferral
Framework was developed in Rulemaking (R.) 14-08-013 to accomplish this goal.
Meanwhile, unspecified deferral value has been most commonly associated with
providing inputs to the Avoided Cost Calculator, which is then used to inform
the evaluation of the cost effectiveness of various Commission-supported
demand-side programs such as net energy metering. These values reflect
non-targeted Distributed Energy Resource deferral.

In its discussion of the challenges associated with developing an avoided
transmission and distribution methodology, the staff concluded that the
assessment of the uncertainty associated with each type of deferral value pointed
to the appropriate level of precision and disaggregation of the analysis use for

the use case.
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1.2.2. White Paper Recommendations

The White Paper provided the following recommendations for developing
deferral values for the following three different use cases.

Specified Transmission and Distribution

Staff assessed the potential availability of specified transmission and
distribution value and concluded that the existing Distribution Investment
Deferral framework process is designed to identify the deferral opportunities
that offer a reasonably high level of certainty to pursue for procurement. For
specified transmission, the California Independent System Operator has
integrated non-wires alternatives into their Transmission Planning Process.®
Additionally, the Administrative Law Judge’s Ruling Modifying the Distribution
Investment Deferral Framework Process issued on May 7, 2019, expanded the scope
of the Distribution Investment Deferral Framework to include all
Commission-jurisdictional sub-transmission not included in California
Independent System Operator’s Transmission Planning Process. In the White
Paper, statf recommends that specified distribution deferral value is already
estimated through this existing process.

Unspecified Distribution Value

To capture the distribution deferral value from non-targeted Distributed

Energy Resource growth, the White Paper introduces a proposed method to

¢ The California Independent System Operator 2019-2020 Transmission Planning Process Final
Study Plan issued on April 3, 2019 states “If reliability concerns are identified in the initial
assessment, additional rounds of assessments will be performed using potentially available
demand response and energy storage to determine whether these resources are a potential
solution. If these preferred resources are identified as a potential mitigation, a second step - a
preferred resource analysis may then be performed, if considered necessary given the mix of
resources in the particular area, to account for the specific characteristic of each resource
including use or energy limitation in the case of demand response and energy storage.” (At 24.)

-7
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calculate unspecified distribution deferral using actual distribution planning
data submitted in the Grid Needs Assessment and Distribution Deferral Opportunities
Report. Staff provided a preliminary simplified illustration of how this method
might be calculated and discussed the limitations with these calculations and
how they might be addressed with a more comprehensive methodology. Staff
proposed that this methodology be further developed and implemented as part
of the Avoided Cost Calculator. Staff indicated that there is a higher degree of
uncertainty in the specific circuit level results. This is because the methodology
estimates what distribution upgrades were deferred due to the non-targeted
Distributed Energy Resource growth that is forecasted to occur on each circuit.

Therefore, the White Paper recommends that the avoided cost of
distribution continue be applied on a system or climate-zone level basis, rather
than directing procurement through location-specific results in the Avoided Cost
Calculator.

Unspecified Transmission Value

The White Paper found that there were additional factors that further
complicated consideration of a methodology for unspecified transmission value.
While staff considered options for updating the unspecified transmission
deferral value in the Avoided Cost Calculator, a specific method was not
proposed, and instead staff sought further party comment on the options.

1.3. Party Comments
Opening Comments to the White Paper were submitted on June 21, 2019 by

California Energy Storage Alliance (CESA), Southern California Edison
Company (SCE), Solar Energy Industries Association (SEIA), Pacific Gas and
Electric Company (PG&E), The Utility Reform Network (TURN), Clean
Coalition, and San Diego Gas & Electric Company (SDG&E).

-8-
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On July 18, 2019, Energy Division Staff held a workshop to discuss the
avoided cost methodology and locational granularity for transmission and
distribution that were presented in the Staff White Paper. The workshop focused
on methodologies for estimated unspecified transmission and distribution
deferral values to include in the Avoided Cost Calculator. For the distribution
values, Energy Division presented the proposal in the White Paper for discussion.
For transmission values, Energy Division discussed the challenges encountered
in the development of an avoided cost of transmission, and SEIA presented a
proposal for the avoided cost of transmission methodology.

Reply comments were submitted on August 23, 2019 by Coalition of
California Utility Employees (CCUE), California Public Advocates Office
(CalPA), California Independent System Operator Corporation (CAISO),

350 Bay Area, SEIA, SCE, TURN, SDG&E, and PG&E, which replied to opening
comments as well as addressing SEIA’s proposal presented in the July 18
workshop. We summarize the comments related to the three issues resolved in
this decision.

Specified Transmission and Distribution Values

PG&E, SCE, SDG&E, CalPA and TURN agree with staff’s
recommendations. SCE further requests that specified transmission and
distribution not be included in planning use cases like the Integrated Resource
Planning R.16-07-002, because it could lead to double counting of the value.

Unspecified Distribution Value

TURN, SCE, Clean Coalition and PG&E generally agree with staff’s
approach and discuss how to address the existing limitations with the staff

proposal.
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SEIA appreciates staff’s analysis and acknowledgement of the limitations
and looks forward to seeing the analysis further developed as part of the
Avoided Cost Calculator update. However, until more progress has been made
with a Grid Needs Assessment-based approach which resolves the limitations
described in the White Paper, SEIA supports long run marginal cost. CalPA states
that the unspecified distribution deferral value should not be included in the
Avoided Cost Calculator because the underlying data is too uncertain.

SDG&E opposes the use of staff’s proposed method in the Avoided Cost
Calculator because it applies the circuit level value uniformly across the territory,
which under and overvalues DERs at different locations.

SCE states that Grid Needs Assessment data needs to be refined in order to
be consistent across all IOUs, and this will require additional time.

Unspecified Transmission Value

In the July 18 workshop, SEIA presented an analysis and proposal for
developing unspecified transmission values that further developed the analysis it
presented in its opening comments submitted on June 21, 2019. In its comments,
SEIA argues that the data from the last three approved California Independent
System Operator transmission plans document the California Independent
System Operator transmission costs that actually have been deferred or avoided
permanently by Distributed Energy Resources, and which show that Distributed
Energy Resources have had a major impact in reducing the load forecasts that
drive high voltage transmission investments. SEIA recommends that a two-part
marginal cost for California Independent System Operator transmission be used
to calculate the avoided cost of transmission. SEIA’s proposal includes (1) the
marginal cost per kW of peak demand for all transmission investments related to

load growth, reliability, or economics using standard NERA regression based on

-10 -
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15 years of data, and (2) the marginal cost per kWh of transmission built to access
RPS resources.

California Independent System Operator, 350 Bay Area, TURN, CalPA,
SCE, SDG&E and PG&E responded to SEIA’s proposal in reply comments. All
parties except for 350 Bay Area disagree with SEIA’s analysis. CAISO states that
SEIA presumes that the cancelled projects are caused by DERs based on changes
that only occurred in the past year, which CAISO finds to be an inaccurate
assessment of the Transmission Planning Process. TURN, PG&E, SDG&E and
SCE concur with this point, arguing that other major factors contributed to the
cancellation of transmission projects.

SCE reiterates the challenges that were raised in the White Paper: that
generation and transmission are interchangeable, making it difficult to either
separate out the avoided transmission and generation capacity or prevent double
counting these values.

PG&E recommends that the Avoided Cost Calculator maintains the status
quo values for avoided cost of transmission.

TURN recommends that prices for generation required to meet Local
Resource Adequacy requirements should be a cap on any avoided transmission
prices, and the White Paper also mentions resource adequacy values as a possible
method of calculating unspecified transmission deferral values.

2. Issues Before the Commission

How should the Commission estimate the value that results from using
Distributed Energy Resources to defer transmission and distribution

infrastructure?

-11 -
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3. Discussion
3.1. Specified Transmission and Distribution Values

The Commission agrees that the estimation of a specified deferral of
transmission and distribution value that results from targeted Distributed
Energy Resource procurement is adequately captured in the existing Distribution
Investment Deferral Framework and Transmission Planning Process and does
not need further consideration. While the Commission appreciates SCE’s
concern that the inclusion of specified deferral projects from Distribution
Investment Deferral Framework in the Integrated Resource Planning
Rulemaking could lead to double counting, that concern only appears relevant in
the case for the actual Distribution Investment Deferral Framework deferral in
the near-term planning process. However, use of Distribution Deferral
Opportunities Report data to estimate future transmission and distribution
deferral value in the Integrated Resource Planning beyond the 5-year planning
horizon would not result in double counting when used for a planning use case.

3.2. Unspecified Distribution Values

While the Commission recognizes that there will continue to be some
degree of uncertainty with the results of the staff’s proposed methodology, we
find that the staff proposal represents a more empirically based approach to
estimating the avoided cost of distribution than the current method, which
assumes that the marginal cost of distribution is equivalent to the avoided cost of
distribution. The data is consistent enough at this time that the IOUs can work
with Commission staff to determine what adjustments might be needed in order
to use the Grid Needs Assessment as inputs into the methodology, and to
provide these adjustments for the Avoided Cost Calculator update in 2020.

Therefore, the Commission directs staff to further develop the methodology and

-12-
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modeling of the staff proposal, for consideration in the Avoided Cost Calculator
update in R.14-10-003.

3.3. Unspecified Transmission Values

The Commission declines to draw a conclusion regarding the appropriate
value to use for the avoided cost of transmission at this time. The Commission
may continue to consider this issue in the Avoided Cost Calculator major
updates in the Integrated Distributed Energy Resource proceeding. As of now,
the current method of unspecified avoided transmission value calculated in the
Avoided Cost Calculator shall remain in place subject to further modification by
the Integrated Distributed Energy Resource proceeding.

4. Comments on Proposed Decision

The proposed decision in this matter was mailed to the parties in
accordance with Section 311 of the Public Utilities Code and comments were
allowed under Rule 14.3 of the CPUC’s Rules of Practice and Procedure.

On February 26, 2020, the following parties served opening comments:
Coalition of California Utility Employees (CUE), Clean Coalition, Green Power
Institute (GPI), PG&E, Public Advocates Office (CalPA), Solar Energy Industries
Association (SEIA), SCE, and California Public Advocates (CalPA). On
March 2, 2020, the following parties served reply comments: CUE, GPI, PG&E,
SDG&E, and TURN.

Overall, those parties raising objections have not put forth any credible
arguments that would cause the Commission to make any significant changes to
this decision. In fact, many of the objections to the decision regarding the
application of the avoided cost and locational granularity of transmission and
distribution deferral values can best be addressed in the IDER proceeding. There

are, however, a few instances where in response to certain comments, the
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Commission makes clarifications to the decision and minor corrections to a few
of the ordering paragraphs.

CUE

CUE asserts that the decision should be revised to reject the methodology
for determining unspecified distribution deferral value until it is further
developed in the IDER proceeding to produce accurate location specific values
and cost-effective deferrals for ratepayers.” By not doing so, CUE maintains that
the decision commits legal error by adopting a methodology that runs afoul of
Pub. Util. Code § 769’s requirement that distribution resource plans require an
evaluation of locational benefits and costs of distributed resources located on the
distribution system, and that the evaluation be based, in part, on reductions or
increases in local generation capacity needs. CUE further argues that the
decision should be revised to clarify that unspecified deferral value is the value
of distribution deferred by 1 MW of unspecified DERs.8

The Commission rejects CUE’s arguments. The methodology that this
decision adopts constitutes the beginning of a process that will be furthered in
the IDER proceeding. With the methodology adopted, each electrical
corporation will be able to evaluate the locational benefits and costs of
distributed resources located on the distribution system as required by Pub. Util.
Code § 769(b)(1). As a result of this process, CUE errs in claiming the decision is
contrary to Pub. Util. Code § 769. The unspecified distribution value method
proposed is derived from multiple location specific cost and benefit components,

which is a location specific assessment of those grid needs that require planned

7 CUE Comments at 3-7.
81d., at 8-9.

-14 -



R.14-08-013 et al., A.15-07-005 et al. COM/MBL/avs

investments, and the counterfactual forecast, which includes disaggregated
circuit level DER and load forecasts. But as each component contains an element
of uncertainty, the White Paper mitigates the uncertainty of individual anticipate
locational needs and disaggregated DER growth and load forecasts by averaging
this over an IOU’s entire territory.

As for the request that unspecified deferral value is the value of
distribution deferred by 1 MW of unspecified DERs, CUE bases its position on
the assumption that 1 MW of generic distribution capacity materializes at the
point of need without any inefficiency. But generic distribution MWs are
associated with numerous upstream inefficiencies, meaning that the current stats
of the distribution grid and the load growth rate are not static, and that “results
may change if building and transportation electrification creates substantial load
growth that has not yet been accounted for in the IEPR forecast.”?

Clean Coalition

Clean Coalition objects to the decision’s reference to unspecified deferral
value as unanticipated grid needs and, instead, suggests changing the language to
“anticipated non-specific” in recognition that grid needs are fully anticipated,
just not location specific.l0 Clean Coalition also suggests that the decision should
state that unspecified transmission costs for SCE and SDG&E are NOT zero, and
ask that the Commission develop an accounting for “the next major update of the

Avoided Cost Calculator in 2021.”11

9 White Paper at 17.
10 Clean Coalition Comments at 2-3.

11]d., at 2.
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The Commission rejects Clean Coalition’s arguments. By the use of the
term “unanticipated,” the White Paper did not suggest that a utility did not expect
to have to make upgrades, but rather that the utility did not plan for specific
upgrades but knows one will be needed eventually. The decision adopts,
verbatim, the White Paper’s definition of unspecified deferral value. It is also
important to remember that the Commission is make major changes now for the
2020 Avoided Cost Calculator, and that any additional changes can be made in
the IDER proceeding. But for now, the Commission will make an edit to the
White Paper for clarification. In Table 5 (Staff Recommendations for Transmission
and Distribution Deferral Value Methodologies and Locational Granularity, we
will change the recommended methodology for unspecified transmission
deferral value from “none at this time” to “use existing ACC until revised in
IDER proceeding.” This is because the White Paper is not saying there should be
no avoided transmission value, but rather that is has not reached any conclusions
so that the ACC should continue using the existing method.

GPI

GPI argues that the decision and the White Paper fall “short on using the
plethora of newly developed methods and tools to successfully enable the
cost-effective integration of DER into the distribution grid.”12 Specifically, GPI
claims that the decision does not track Pub. Util. Code § 769’s requirement to
implement effective use cases for integrating DER into the distribution grid is
part of DRP’s scope.l® GPI suggests that more development is needed within this
proceeding prior to the handoff to the IDER proceeding, particularly for

12 GPI Comments at 1.

13]d., at 1-2.
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unspecified distribution value. GPI proposes that some of the suggestions
related to GNA be enacted, like extending the 5-year forecast, assuming different
growth scenarios.

GPI also has concerns with DIDF. It considers DIDF ineffective at
integrating targeted DER into the grid and that the decision should not imply
that the DIDF is final.1* In GPI’s view, DRP has “major shortcomings in terms of
having a dearth of use cases devoted to enabling cost-effective, not-targeted DER
growth.” DIDF should be revised since the DIDF timing screening eliminates the
majority of otherwise technically eligible grid needs.

In addition, GPI is concerned that leaving naturally occurring DERS in the
counterfactual analysis means that the Commission won’t value them:
“Understanding how naturally occurring customer-choice DER growth provides
unspecified distribution deferral value, and subsequently incentivizing existing
cost-effective customer patterns may inform new programs. or existing
programs...”15 Determining unspecified distribution value should occur each
DIDF cycle, so that it is based on the most recent GNS, DDOR, and load
forecast.1¢

The Commission rejects GPI's arguments. This proceeding has been active
since 2014, so it is difficult to see how more development could help. As the
parties are aware, DIDF undergoes an annual reform process to improve and be
more effective. That process will not cease by the issuance of this decision. GPI's

points are best addressed in the IDER proceeding when it develops DER Tariffs

14 GPI Comments at 4.
15]d., at 6.
16]d., at 7.
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and in the DRP DIDF reform process, especially as to those points not covered by
the White Paper, which was devoted to avoided transmission and distribution
methods. GPI's comments fall under the heading of implementation tools and
DER sourcing mechanisms that are being addressed in other Commission
proceedings.

Finally, as to GPI's suggestion that determining unspecified distribution
value should occur each DIDF cycle, such that it is based on the most recent
GNA, DDOR, and load forecast, GPI is confusing DIDF and ACC. DIDF is
focused on specified distribution deferral. When DERs are procured, the
solicitation valuation should include the DIDF defined deferral value plus the
unspecified deferral value applied to all DERs via the ACC.

SCE

SCE supports the decision.

PG&E

PG&E supports the decision but says the Commission should clarify OP1A
to “note that specified values should be excluded when calculating the
unspecified deferral values.”17 It also asks for a minor correction to Conclusion
of Law 3 to include the word “integrated.”8

The Commission rejects PG&E’s suggested clarification to OP1A because it
is not clear why this change is needed and what would be the benefit.

As for COL 3, that edit will be made.

CalPA

17 PG&E Comments at 2.
181d., and Appendix A.
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CalPA supports the decision but asks for one change-- that the decision
specify that the White Paper’s unspecified distribution deferral value method be
further analyzed and refined in IDER before including in the Avoided Cost
Calculator.1®

The Commission rejects CalPA’s suggestion as it is unnecessary. The
White Paper’s method doesn’t provide any data that can be directly input into the
Avoided Cost Calculator. The IDER proceeding will take the follow up steps it
deems appropriate.

SEIA

SEIA supports the decision but but thinks it errs in recommendations on
unspecified transmission deferral value. SEIA wants the decision to say that the
method will be resolved in the IDER proceeding as part of the current Avoided
Cost Calculator update.20 The decision also needs to reflect that the current IDER
process is already considering how to develop a method for avoided
transmission.

The Commission rejects SEIA’s attempt to tie addressing unspecified
transmission deferral value as part of the 2020 ACC update. As the work is
already being done in the IDER proceeding, that is the proceeding to address the
timing of any changes based on the record developed therein.

5. Assignment of Proceeding

President Marybel Batjer is the assigned Commissioner and

Robert M. Mason 111 is the assigned ALJ in this proceeding.

19 CalPA Comments at 1 and 4.
20 SETA Comments at 2.
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Findings of Fact

1. The Commission adopted the Locational Net Benefits Analysis
methodology in the Track 1 Decision?! in this proceeding in order to calculate a
location specific avoided cost of Distributed Energy Resources in accordance
Pub. Util. Code § 769.

2. D.17-09-026 found that the Locational Net Benefit Analysis methodology
was not appropriate for calculating the avoided costs of transmission and
distribution for Distributed Energy Resources procured through Commission
mandated programs.

3. D.17-09-026 ordered further action to address avoided costs in the context
of further developing a cost-effectiveness use case for the Locational Net Benefits
Analysis methodology.

4. Parties submitted proposals on methods of calculating unspecified
transmission and distribution deferral values, and the Commission followed up
with additional questions.

5. On December 20, 2018, the Commission’s Energy Division held a
workshop to discuss party proposals for avoided transmission and distribution.

6. On June 5, 2019, the assigned AL]J issued a Ruling Requesting Comments on
the Energy Division White Paper on Avoided Costs and Locational Granularity of
Transmission and Distribution Deferral Values.

Conclusions of Law

1. Itis reasonable to conclude that the specified transmission and distribution

values are being effectively estimated through the Distribution Investment

21 Decision 17-09-026 (Decision on Track 1 Demonstration Projects A (Integration Capacity Analysis
and B (Locational Net Benefits Analysis).)
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Deferral Framework and Transmission Planning Process and do not need
additional modeling.

2. ltis reasonable to conclude that the White Paper proposal for unspecified
distribution is a more empirical approach to the avoided cost of distribution than
the current approach and therefore should be modeled in the major Avoided
Cost Calculator update in the IDER Rulemaking.

3. Itis reasonable to defer updates to the value of unspecified transmission to
the Avoided Cost Calculator to the Integrated Distributed Energy Resource

Rulemaking.
ORDER

IT IS ORDERED that:
1. The Commission adopts the recommendations in the Energy Division’s
White Paper entitled Staff Proposal on Avoided Cost and Locational Granularity of
Transmission and Distribution Deferral Values as follows:

A. The specified transmission and distribution values do not
need additional modeling.

B. The White Paper’s proposal for unspecified distribution shall
be modeled in the major Avoided Cost Calculator update in
Rulemaking 14-10-003.

C. Updates to the Avoided Cost Calculator shall be considered

in the Integrated Distributed Energy Resource proceeding,
Rulemaking 14-10-003.

2. The Commission makes one correction to the Energy Division’s White
Paper entitled Staff Proposal on Avoided Cost and Locational Granularity of
Transmission and Distribution Deferral Values as follows: under the Recommended

Methodology for unspecified transmission deferral value, “None at this time” shall
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be changed to “Use existing Avoided Cost Calculator until revised in Integrated
Distribution Energy Resources proceeding.”
3. Rulemaking 14-08-013 and Application 15-07-005 remain open.
This order is effective today.

Dated March 12, 2020, at Sacramento, California.

MARYBEL BATJER

President
LIANE M. RANDOLPH
MARTHA GUZMAN ACEVES
CLIFFORD RECHTSCHAFFEN
GENEVIEVE SHIROMA

Commissioners
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