Integrated Resource Planning (IRP, R.20-05-003)

Energy Division Staff’'s Responses to Frequently Asked Questions on Mid-Term Reliability
Procurement Decision (D.) 21-06-035

The responses below represent Energy Division staff's understanding of CPUC Decisions.
CPUC Decisions are the official directions of the Commission, and Energy Division staff
may not modify Decisions.

Energy Division staff prepared this list of responses to Frequently Asked Questions to
provide interested parties a consistent understanding of staff’s interpretation of CPUC
Decisions relevant to Load Serving Entities’ (LSEs) IRP procurement requirements. Staff
has endeavored to ensure that the content of this FAQ guide is consistent with the
CPUC Decision language and other relevant statutes, case law and rules. In the event
of any inconsistency, the CPUC is bound to operate pursuant to its Decisions and
relevant statutes, case law and rules. Parties can contact Energy Division staff at
IRPDataRequest@cpuc.ca.gov if they have additional questions or concerns about the
interpretations offered by staff in this document. Staff emphasizes that interested parties
should consult all relevant Decisions and their legal counsel with their factual situation in
mind. Staff does not currently plan to provide a further update of this document.

Further information on the procurement track of IRP is available at:
hitps://www.cpuc.ca.gov/industries-and-topics/electrical-energy/electric-power-
procurement/long-term-procurement-planning/more-information-on-authorizing-
procurement/irp-procurement-frack

1. Need determination

1.1. Timing of procurement

1.1.1. Does the procurement obligation for a load serving entity in a given year
mean that they have to put out an RFP by then¢ Have PPAs executed by
then? Have PPAs delivering power to them by thene Have CPUC approval
of the proposed projects by theng A procurement obligation for a given
year indicates that the LSE must have the resource online by the date
indicated. For 2023, this is August 1. For 2024 and beyond, the requirement is
June 1.

1.1.2. Can staff clarify whether the requirement is for the resources to come
online (energy-only) by August 1, 2023 and June 1, 2024-2026 or to start
delivering resource adequacy (RA) i.e., with full capacity deliverability status
(FCDS) on those datese Staff expects the resources need to be fully
deliverable / qualify for RA. Staff notes that D.19-11-016 did not insist on this
for the 2021 requirement of that order only, and as such was an exception
rather than the rule for reliability procurement.
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1.2. 1,000 MW of firm zero-emitting resources procurement category

1.2.1. Is the 80% capacity factor annuale Yes.

1.2.2. How will the Commission evaluate if a resource meets or does not meet
the 80% capacity factor thresholde For example, will the Commission use a
forecasted capacity factor from the resource’s contract to calculate thise
This will be based on forecasted capacity factor based on the as-built
design. LSEs should be able to provide an engineering assessment to
demonstrate that their resource meets the capacity factor requirement.

1.3. 1,000 MW of long-duration storage resources procurement category
1.3.1. Does only standalone long-duration storage count toward this

requirement, or can storage paired with a generation resource that
primarily charges from the generation resource, count as wellg This sounds
like a hybrid long-duration storage resource, using CAISO terminology. While
staff does not see a significant difference between the reliability
conftribution of a 4-hr storage resource in hybrid configuration as compared
to co-located, the longer the duration, the more likely there would be an
issue with the reliance on the hybrid generator to sufficiently charge the
storage. If using a hybrid resource (as opposed to stand alone storage), LSEs
would need to demonstrate via an engineering assessment, and contracts if
applicable, that upon commercial operation the generator has the
capability to charge the battery to be sufficient to discharge for 8 hours.

1.4. 2,500 MW of zero-emissions generation, generation paired with storage, or
demand response procurement category

1.4.1. Inregard to Ordering Paragraph (OP) 6, does an LSE have to demonstrate
that the zero-emitting capacity be available from 5p.m. to 10p.m. fo deliver
5 MWh for every MW of procurement every day of the year or just, say, for
the month of September (since OP 1 and OP 3 both refer to September
NQC)¢ For example, a paired solar and storage resource that charges
entirely from the solar project may have sufficient energy to provide 20 MW
of output from 5 p.m. to 10 p.m. in September, but only 15 MW of output
from 5 p.m. to 10 p.m. in January. The resource, whether generation,
generation paired with storage, or demand response, should be available
to deliver for the 5p.m. to 10p.m. window all year round. See FAQ 1.4.13
below for more on this topic.

1.4.2. How does the “5 MWh... for every MW of incremental capacity claimed”
(OP é6c) for compliance interact with the marginal ELCCs for counting
resources in this procurement category? The incremental capacity claimed
will be in nameplate terms for showing compliance with this requirement. It
then needs to be converted into NQC terms by using the ELCC for the
applicable resource type to determine how much the nameplate capacity
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counts towards the LSE's MW NQC obligations. See FAQ 1.4.13 below for a
worked example.

1.4.3. Could standalone wind count towards this procurement category¢ Staff
does not see variable output renewables alone as meeting the intent of this
part of the procurement. Decision dicta section 5.2.5 states that standalone
wind is eligible to meet “any of the 7,000 MW of capacity requirements that
are not specified in particular categories, and wind resources may also be
paired with storage to qualify under the 2,500 MW capacity category to
replace Diablo Canyon.”

1.4.4. Does the availability requirement of OP 6 mean that the resource cannot
have restrictions due to permitting or environmental constraints¢ LSEs should
factor in constraints to generation when assessing the resource against the
annual P50 standard staff discusses in FAQ 1.4.13 below. Staff does not see
OP 6 requiring additional requirements beyond how resource adequacy
(RA) program and CAISO market rules already address resource use
limitations.

1.4.4.1.1. Does the availability requirement of OP 6 mean the resource
must offer into the CAISO market when not on outage? Is energy
required to flow during the 5 p.m. fo 10 p.m. window, or be
capable of flowing¢ Staff sees OP 6 as outlining the requirements
for aresource to be eligible for this procurement category. Staff
does not expect that OP 6, or any aspect of D.21-06-035 for that
matter, changes the requirements for resources that are
partficipating in the RA program and CAISO market to follow the
rules of those programs/markets.

1.4.5. If an LSE is pairing generation with storage, can the generation
component meet any part of the SMWh of energy required during 5 p.m. to
10 p.m. Pacific Time, for every 1 MW of incremental capacity claimed?
Refer to staff guidance on this in FAQ 1.4.13 below.

1.4.6. If an LSE is pairing generation with storage, does the generation
component have to always be able to charge the storage to meet the
requirement to be able to provide energy during certain hours of every
day? Refer to staff guidance on this in FAQ 1.4.13 below.

1.4.7. How should LSEs prove this requirement is met¢ Staff expects an LSE to
show an engineering assessment and, if applicable, confractual support to
demonstrate that the resource will be available to deliver. Staff will provide
a template for demonstrating compliance with this requirement prior to the
first D.21-06-035 filing milestone.

1.4.8. Does the Commission have a definition for what a “confractually” paired
generation and storage resource means (per OP 6(a))¢ Would a
contractual arrangement between a renewable generator and a storage
project that are not co-located or hybrid where the storage project is
obligated to charge during certain times and to a certain level qualifye If
so, how granular must the matching of the generation and the storage be
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to qualifye "Contractual” pairing allows for the possibility of the resource not
being co-located or hybrid. The LSE's contract should ensure that the
charging can occur during hours when the generation resource is expected
to be providing electricity, sufficient to meet the availability and
deliverability requirements of OP 6 (b) and (c). Regarding the use of
variable output resources to charge the storage, refer to staff guidance in
FAQ 1.4.13 below.

1.4.9. The 2,500 MW of Diablo Canyon replacement resources must be
available every day from 5:00 p.m. to 10:00 p.m. (the beginning of hour
ending 1800 through the end of hour ending 2200). This means that it must
be at least a 5-hour resource. Since the RA hours are 4:00 to 9:00 p.m., do
the Diablo Canyon replacement resources actually have to be 6-hour
resources to meet both the requirements of the IRP decision for the Diablo
Canyon category and to qualify for RA because they need to be available
from 4:00 p.m. to 10:00 p.m.e Maximum Cumulative Capacity (MCC)
bucket 1 requires availability for 4 consecutive hours between 4:00 p.m. and
9:00 p.m. A battery available for 5 hours between 5 p.m. and 10 p.m. also
meets the 4-hour RA requirement to be available between 4 p.m. and 9
p.m. This is because batteries already have a 24-hr, 7 days per week must
offer obligation, thereby meeting the RA requirement.

1.4.10. Will adding storage to an existing solar facility qualify under the Diablo
Canyon replacement category¢ No, the generation facility must also be
new incremental capacity. OP é requires incremental capacity to meet
Diablo Canyon replacement procurement, and specifically states that it
cannot be solely incremental storage.

1.4.11. Are there categories where an RA only contract would not satisfy the
decision requirementse For e.g., for the DCPP replacement category “zero-
emitting capacity”, can an entity procure specified marginal ELCC value of
5-hour hybrid storage to meet the requiremente Yes there are categories
for which an RA only contract would not comply with decision requirements.
The Diablo Canyon replacement category is a good example of this. Since
this category has an energy component, an RA-only confract would not
comply. Staff see a likely exception here for demand response (DR) for
which it is generally not applicable to require a generation component,
unless they are DR or permanent load shift resources that are significantly
reliant on behind-the-meter batteries or other forms of storage that are
charging from the grid, which staff does not believe would be compliant
with the Diablo Canyon replacement category.

1.4.11.1.1. 1.4.11 states that an RA-only contract will not meet the
Diablo Canyon replacement requirements. Will a contract meet
the Diablo Canyon replacement requirements if it provides for
both (1) the sale of RA (meeting the requirements for selling RA)
and other capacity atfributes to the LSE from an incremental
resource, plus (2) a requirement that the resource also offers the
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associated energy between 5 p.m. and 10 p.m. on a 5 MWh for
every 1 MW of NQC basis directly into CAISO’s energy markets via
self-schedules or economic bids¢ Staff expects that for a paired
generation and storage resource LSEs must demonstrate control of
the energy of the generation resource sufficient to ensure the
storage is available during the hours when the paired resource
must be available to meet the requirements for Diablo Canyon
replacement, based upon an annual P50 level of certainty (refer
to more staff guidance on this in FAQ 1.4.13 below). Staff expects
this will require purchase of sufficient energy associated with the
resource, as opposed to the capacity, but does not categorically
rule out possible solutions it may not be aware of.

1.4.12. If pairing generation with storage to meet this procurement category, is
there a minimum required generation nameplate capacity to storage
nameplate capacity ratioe For example, is pairing a 100 MW PV facility with
75 MW of storage reasonable (i.e., a 1.3:1 ratio) and, if so, can an LSE
expect to get at least 75 MW to count towards its procurement
requiremente Staff does not expect that a certain raftio is required but rather
that LSEs should demonstrate via engineering and contractual
documentation, as applicable, that the generation component is sufficient
to charge the battery and have it available for the required hours. See FAQ
1.4.13 below for more on this topic.

1.4.13. With what probability should the resource “be able to deliver” (OP 6)¢ Is
there a particular confidence level that the resource is required to meete
Staff expects that the resource (or combination of paired generation and
storage resources) should have, on an annual basis, at least 50% probability
of being “able to deliver at least 5 MWh during each of these daily periods
for every MW of incremental capacity claimed” (OP 6). If the probability is
lower than 50%, then the resource does not comply with the decision and is
ineligible.

Staff expresses this standard as: the resource's annual P50 during the 5-hour
period from 5 p.m. to 10 p.m. Pacific Time must be at least 1,825 MWh (5 x
365) for every MW of incremental net qualifying capacity claimed by the
LSE to meet this procurement requirement. In summary, this requires the
same resource counting as the other D.21-06-035 procurement categories
but if the standard is not met the LSE must “de-rate” the NQC it is seeking to
count until the standard is met.

Background

In expressing the requirement in probabilistic terms, staff emphasizes the
fime period for which the estimate applies to. While OP 6 references a daily
requirement, staff uses the 50% probability of exceedance (i.e., “P50") over
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a year. This means that the resource's annual P50 during the 5-hour period
from 5 p.m. to 10 p.m. Pacific Time must be at least 1,825 MWh (5 x 365) for
every MW of incremental net qualifying capacity claimed by the LSE to
meet this procurement requirement. In other words, staff does not expect
that the probability of exceeding the 5 MWh requirement be 50% on any
given day.

Staff's guidance here does not attempt to be prescriptive about when,
specifically, during the 5-hr period the energy must be available. This is
because OP 6 does not go into this detail and, furthermore, staff expects
D.21-06-035 does not change the requirement for a resource to comply with
the must offer obligation and all other RA program and CAISO market rules
(refer FAQ 1.4.4.1.1).

LSEs should present an engineering assessment that demonstrates the
resource meefts this requirement. Staff expects that the assessment should
use standard practices in renewables and storage project financing (for
example, taking into account battery charging restrictions, round trip losses,
and with the probabilistic assessment considering standard sources of
uncertainty including interannual resource variability). Staff expects that the
only atypical aspect of this is the daily 5-hour window focus of this category
of the procurement order.

Staff provides this guidance based on several aspects of D.21-06-035. The
decision discussion states that the Diablo Canyon replacement resources
“are expected to be largely incremental renewables paired with storage”
(p.44). Given that OP é requires “a generation resource, a generation
resource paired with storage (physically or contractually), or a demand
respond resource,” it is staff's view that pairing with storage is necessary if
the generation resource has variable output (e.g., solar or wind). In other
words, without the storage, the variable output resource may not be able to
deliver during the 5-hour period required by OP é with sufficient certainty.
Staff therefore expects that these requirements and allowances of the
decision necessarily lead to considerations of probability.

Staff guidance regarding annual P50 stated earlier reflects a balance: If the
requirement were for much higher certainty (e.g., annual P90 or P95), staff
expects the size of the generator, relative to the paired storage, would be
much larger than typical system ratios currently installed or in development,
and would be unnecessarily high in cost. On the other hand, if the
requirement were for lower certainty (e.g., annual P25 or P10), staff expects
that would be too far from the aim to replace Diablo Canyon capacity.
Further, by using an annual probability of exceedance requirement (rather
than seasonal or monthly), staff expects that in the case of solar paired with
storage, the resource would have lower likelihood of meeting the 5-hour
period required by OP6 during winter months than it would during the
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summer months. This would broadly fit with the reliability need that D.21-06-
035 aims to address (for example, as indicated by OP 1 requiring resources
online by June in most years.)

While these points do not apply directly to wind paired with storage, given
wind’s different annual production profile as compared to solar, staff
expects solar to be the most prevalent resource type paired with storage for
this procurement. The value of developing technology-specific compliance
guidance would not outweigh the complications, in staff’s view. Staff
expects the guidance provided here to be applicable to all resource types
eligible to meet this category of procurement. For example, an LSE could
demonstrate compliance using a generation resource that does not have
variable output, such as geothermal, with an engineering assessment that
addresses the expected output of the resource, including the sources of
uncertainty of the estimate. The assessment would of course not involve
demonstrating that the sizing of the generator is sufficient relative to any
storage, but the same principles discussed here should apply.

Worked example

Assume a 50 MW, 5-hour duration (i.e., 250 MWh) battery is paired with a 50
MW solar farm that has an annual P50, excluding hours after 5 p.m. Pacific
Time, of 127,750 MWh (350 MWh daily). Assume the resource is coming
online before the compliance date in 2023 and is the only resource the LSE
is counting towards tfranche 1 (meaning that it can use the tfranche 1 ELCCs
provided in the “Incremental ELCC Study for Mid-Term Reliability
Procurement” dated October 22, 2021).

Excluding round trip losses for simplicity, 350 MWh is more than enough to
fully charge the 250 MWh battery by 5 p.m., enabling the battery to deliver
50 MW for 5 hours from 5 p.m. to 10 p.m. The combined resource of the
battery charged by the solar has an annual P50 during the 5-hour period
from 5 p.m. to 10 p.m. of 91,250 MWh (250 MWh x 365). If the LSE intends to
count the 48.6 MW NQC (50 MW nameplate capacity x 97.2% ELCC*)
battery towards its Diablo Canyon replacement requirement, this battery
capacity, in combination with the solar, is eligible. This is because, with
reference to staff's compliance guidance described above, the combined
resource’s annual P50 during the 5-hour period from 5 p.m. to 10 p.m. is
1,878 MWh (91,250 MWh divided by 48.6 MW) which meets the at least 1,825
MWh for every MW of incremental net qualifying capacity requirement.

As stated, there are simplifications used in this example. Round trip losses
and the possibility of the generator contributing after 5 p.m. have been
excluded here. If the LSE wanted to include generation from the solar after 5
p.m. in order to count some of the nameplate capacity of it towards the
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requirement, it would need to support that using the guidance and
principles discussed here.

* Note that the 97.2% is drawn from the Staff Memo dated October 22, 2021
and the associated Incremental ELCC Study for Mid-Term Reliability
Procurement. In this example, the LSE would use linear extrapolation
between the 4-hour and é-hour battery ELCCs for tranche 1 (96.3% and
98.0% respectively) to arrive at 97.2%.

2. Eligible resources

2.1.Is new storage added fo existing natural gas plants eligible? Yes, except for the
1,000 MW of firm zero-emissions category, and the 2,500 MW of zero-emissions
generation, generation paired with storage, or demand response procurement
category. This is based on staff not seeing, for the remainder of the
procurement, the decision placing any restrictions on how storage is charged.
However, some storage added to existing natural gas plants has not always
increased the available resource adequacy from that location — instead it has
been used to offer natural gas plants a cleaner way to operate. Storage at a
gas plant must be providing incremental NQC to be eligible.

2.2. Could you confirm that the incremental storage must be contracted separately
from the underlying gas generation asset, which the decision has deferred on
their eligibility for IRP procurement compliance? The storage may be contracted
separately or concurrently with the gas asset. However, only capacity added as
storage will be considered in compliance with D.21-06-035. Any expanded or
contfracted gas capacity will not count toward an LSE’s D.21-06-035
procurement obligation.

2.3. Would existing resources utilizing renewable natural gas as a fuel source count
for any of the required procurement bucketse Neither existing resources nor
natural gas (including renewable natural gas) resources are eligible capacity for
this order.

2.4. How will power pricing be determined? By competitive procuremente Avoided
coste By CPUC order or approval? Non-IOU LSEs will procure resources through
whatever procurement mechanisms they prefer, and it is up to those entities to
determine how to pass those costs on to their customers. For IOUs, the CPUC
provides specific procurement requirements and approves IOU contracts of 5
years or greater and approves customer rates as well.

2.5. Can existing resources qualify as incremental if they will be unconfracted by the
mid-decade? No, per section 9.2 of the decision, resources in the Baseline
Generator List are not incremental, regardless of contracting status. There is an
exception allowed for by section 5.2.1 whereby an LSE that procured long
duration storage or firm zero-emissions resources for D.19-11-016 may count early
for the 2026 requirements of this decision, provided the LSE can show they met
the total capacity requirements across both decisions.
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2.6. If the NQC of a resource that was in the Baseline Generator List used to
determine the procurement need increases without repowering or other
physical changes at the facility, can the additional NQC be counted towards
D.21-06-035 procurement requirementse No. RA program rules may allow
changes to NQCs but these may just impact LSEs’ compliance with that
program, not D.21-06-035. The decision requires that the capacity be
incremental to the Baseline Generator List, whether from a new resource or
expansion of an existing resource, per D.21-06-035 OP 1.

2.7. What is the definition of “new” for imports and how should LSE demonstrate thise
Per OP 7, LSEs should show that the resource came online after the date of the
order, which is June 24, 2021. LSEs should provide a commercial operations date
(COD) notice to demonstrate compliance.

2.8. For DR resources, are LSEs required to submit any documentation in addition to
the executed confract to demonstrate interconnection, site conftrol, notice to
proceed with constfruction, or commercial operation of the aggregated DR
resource, pursuant to the milestonese If so, can you provide guidance on what
documents the CPUC needs to see for this type of contracte For DR contracts,
the LSE must submit the executed contract and the load impact protocol if it
has been approved. If applicable, the LSE should also submit progress on Rule
21 permits for DR contracts involving BTM storage. The LSE does not need to
submit the other milestone 1 and 2 documentation being requested for new
construction (interconnection agreement, notice to proceed, site control).

2.9. Confract term- Does the following language from D.21-06-035 (p.70) mean that,
for example, a resource contracted in 2021 to come online in 2023 need only be
under contract until 2031¢

“Consistent with D.19-11-016, as well as § 454.51(d) requirements
surrounding long-term commitments to renewable integration resources,
we also find that it is necessary to require long-term contracts for the
procurement specified herein. Long-term is defined as at least ten years.
This ten-year requirement applies to the period of the contract, and is not
based on the resource’s online date.”

No — the ten-year requirement refers to the required period of contracted
resource delivery. This has been clarified in D.22-02-004 (p.135) as follows:

“This minimum ten-year contract period is infended to spur the
development of new resources and begins once the new resource is
online and delivering energy and/or providing capacity. In the event that
a resource is delayed in coming online, it is permissible for an LSE to utilize
capacity or take energy deliveries from the same contractual
counterparty from other owned resources to show compliance with the
online date requirements. This still does not relieve the LSE of the
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requirement to show a ten-year contract for the new resource, however,
once it comes online.”

2.10. Would a confract of ten years or more that is made up of capacity from
two sites, both of which are incremental resources, meet D.21-06-035
requirements if a resource from one site meets the compliance date required for
the associated procurement tranche, and the same type of resource comes
online at a different site on a later date and replaces some or all of the
capacity provided by the first site¢ In D.19-11-016 and D.20-12-044 the
Commission established that an LSE may cure a deficiency or delay of a
resource infended to meet their requirements via submitting a remediation plan
fo the Commission. In D.21-06-035, the Commission further established that a
“bridge” may be used as a viable remediation method for D.21-06-035
procurement delay. In D.22-02-004, the Commission further clarified that the
minimum contract term refers to when a resource is online and delivering, but
that in the event of a delay, bridge capacity (that meets certain requirements)
could substitute for the delayed resource within the context of a ten-year
contract. Staff interprets this language to suggest that more than one resource
can be used to meet the ten-year contract requirement in certain
circumstances. In this light, staff expects that a resource that is online by the
compliance date of the associated franche or will be online in advance of the
compliance date could act as a bridge to another eligible incremental
resource with a long-term contract.

Provided all other D.21-06-035 resource requirements were met by both
resources in guestion, including incrementality, the use of one resource to
"bridge” to a second resource that comes online at a later date, would meet
the requirements of D.21-06-035. The contract should stipulate that the second
resource would itself be providing capacity for ten years, as required by D.21-06-
035.

A contract structured to allow one compliant resource that met a required
online date to bridge to a second resource would not meet D.21-06-036
requirements if the second resource itself was not contracted to provide
capacity for ten years. Staff believes the bridge concept was envisioned for
short-term delays and was not infended 1o relax the long-term contract project
delivery requirements in any substantial manner.

Considering that the first resource is being used to temporarily substitute for the
second resource, the LSE should use resource counting based on the second
resource’s online date. For resource types for which staff have provided ELCCs,
as discussed in the staff fransmittal memo re “Incremental ELCCs to be used for
D.21-06-035" dated October 22, 2021, this means counting the resources using
the ELCC for the tfranche the second resource comes on line in time. For other
resource types the LSE should use system resource adequacy NQC counting
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rules at the time of contract execution, per section 9.2 of the dicta of D.21-06-
035.

2-10-2.11. Are contracts where the nameplate capacity varies month-to-month
(e.q., a contract that procures 100% of nameplate capacity for summer months
and 50% for other months) compliant with D.21-06-035¢ How would such a
contract be considered toward an LSE’s procurement requiremente
The ten-year contract requirement in D.21-06-035 requires that the entirety of the
nameplate of the portion of the resource an LSE is claiming toward D.21-06-035
must be under contract every month. While the resource’s NQC may veary
between months, the resource’s nameplate under contract should not.

2-1-2.12. We would like to retire a >40 year-old combined heat and power (CHP)
unit and replace it with a battery. If the existing CHP unit is in the D.21-06-035
Baseline Generator List, will the battery be considered incremental and count
fowards the D.21-06-035 procurement requirement? Staff expects that a project
like this would likely be considered an incremental project for D.21-06-035
compliance purposes if the battery was a new project coming online with a
new contract executed after June 30, 2020 with a new Resource ID separate
from the retiring CHP unit. Counting a new battery as incremental is consistent
with Finding of Fact (FoF) #5 of D.21-06-035, which says that that the 11,500 MW
of new NQC must be incremental to resources online, or contracted and
approved to come online, as of June 30, 2020. Staff sees it as significant that the
replacement of a retiring CHP unit is done with a new battery, i.e., changing
from one resource type to another. Also, the D.21-06-035 need determination
assumed that thermal resources would retire after 40 years of operating life,
additional to the announced retirements assumed to occur in the Baseline
Generator List. Replacing older retiring CHP units with D.21-06-035-eligible
resources is consistent with that assumption and helps to make up for that
assumed loss of capacity.

2-12.2.13. Can a facility be counted as incremental if it is included on the D.21-06-
035 Baseline Generator List but has a Planned Retirement Date before the D.21-
06-035 compliance year(s)¢ Yes, units on the Baseline Generator List may count
as incremental for D.21-06-035 compliance purposes if their planned retirement
date in the Baseline Generator List is prior to the D.21-06-035 obligation year in
question, provided that all other D.21-06-035 eligibility requirements are met.
Capacity from these units after their planned retirement dates was not counted
in the need determination that led to the 11.5 GW procurement decision, which
means that contracting with them after their planned retirement dates would
add incremental capacity to the system on top of the D.21-06-035 Baseline
Generator List. This does not apply to retiring fossil-fueled resources because
D.21-06-035 does not allow LSEs to use fossil-fueled resources to meet their
procurement obligations.
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To look up when a unit on the Baseline Generator List is no longer a baseline
generator for D.21-06-035 compliance purposes, refer to the column titled “Last
Year to Count” (Column K) in the Baseline Generator List. This contains the last
year that a unit was projected to provide system RA capacity in the D.21-06-035
need determination. Units are no longer considered baseline generators for
compliance purposes after that year, meaning that a unit on the Baseline
Generator List becomes eligible to be contracted for D.21-06-035 compliance
starting one year after the year in Column K if all other eligibility requirements are
met. For example, if the last year to count is 2022 then the unit would no longer
be a D.21-06-035 baseline generator starting in 2023. If the last year to count is
2023 then the unit would no longer be a baseline generator starting in 2024.

213.2.14. Can resources on the D.21-06-035 Baseline Generator List located outside
of CAISO enter D.21-06-035-eligible contracts with LSEs if they currently sell their
output out-of-state or to other non-CAISO entitiese Existing non-CAISO capacity
may not be counted toward D.21-06-035 even if its output is currently sold
outside of CAISO. D.21-06-035 states (p.46) that "imports used for compliance
with the capacity requirements of this order must show that they are associated
with a new resource, or expansion of an existing resource, with a commercial
online date after the date of this order, and under a long-term contract of at
least ten years. This will ensure that the imports will be from fruly incremental
resources." Therefore, existing non-CAISO resources are not eligible to count
toward D.21-06-035 compliance regardless of which entity is the current offtaker
for that resource, unless the contract is associated with an expansion of the
existing resource and meets the contract length requirement. In that case, the
additional capacity resulting from the expansion would count towards D.21-06-
035.

214.2.15. Is there a process that a developer can use to correct or update the
nameplate capacity attributed to non-CAISO resources on the D.21-06-035
Baseline Generator List that were not explicitly counted in the Commission’s
need determination (i.e., were not counted as specified imports)¢ Developers
with an existing baseline unit outside of CAISO that have an incorrect or
outdated maximum capacity listed in the Baseline Generator List should
contact their incumbent balancing authority if they wish to have the capacity
corrected or updated. Developers seeking such a change will be required to
document a change to their existing baseline capacity in coordination with
their balancing authority. Through this process, the updated baseline capacity
should then flow into the Western Electricity Coordinating Council (WECC)
“anchor data set” the next fime that gets updated. In the meantime, staff
would consider documentation from the balancing authority attesting to a
project’s updated baseline as valid for setting the baseline amount against
which incremental capacity would be measured for D.21-06-035 compliance
purposes. Staff may request follow-up documentation to support the updated
baseline capacity amounts as needed.
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2-15:2.16. If a facility on the D.21-06-035 Baseline Generator List is going to reach the
end of its useful life and would otherwise retire if it is not repowered, can that
facility be repowered and considered "incremental" for compliance purposes?
Would it make a difference if the repowered facility gets a different name¢ To
determine if a project on the Baseline Generator List can be counted toward
D.21-06-035 compliance, refer to the column titled “Last Year to Count”
(Column K) in the Baseline Generator List, which contains the last year that a unit
was projected to provide system RA capacity in the decision’s need
determination. Units are no longer considered baseline generators for D.21-06-
035 compliance purposes after that year, meaning that a unit on the Baseline
Generator List becomes eligible to be contracted for D.21-06-035 compliance
starting one year after the year in Column K if all other eligibility requirements
are met. If the baseline project is being decommissioned and repowered after
the Last Year to Count then its full repowered capacity could be considered
"incremental’ and could be counted toward an LSE's D.21-06-035 procurement
requirement. However, for all years prior to the Last Year to Count, repowered
capacity is not considered "incremental" and cannot be counted toward an
LSE's D.21-06-035 compliance obligation unless the repower adds capacity, in
which case the additional capacity beyond the D.21-06-035 baseline capacity
could be counted as incremental capacity for compliance purposes. The name
of the repowered facility will not make a difference in terms of how its capacity
is counted toward D.21-06-035. Resources with a Last Year to Count” beyond
the D.21-06-035 compliance years are not eligible to be repowered and
counted as incremental.

3. Need allocation

3.1. For the long lead-time (LLT) resource requirements, should LSEs assume an even
split between firm zero-emitting resources and long-duration storage resources?
Yes, though note that the asterisk (*) note at the bottom of Table 6 in the
decision dicta states LSEs with an odd-numbered obligation may choose how to
round their obligations.

3.2. How should LSEs comply with the 2025 requirement for zero-emitting resources if
the requirement is higher than their general 2025 need allocation? LSEs must
have the required amount of zero-emitting resources under contract in 2025, but
can procure those resources earlier than 2025 and apply those amounts to the
2023 and 2024 requirements, as explained in the double asterisk (**) note at the
bottom of Table 6 of the Decision.

4. Cost allocation
4.1. When will the Modified Cost Allocation Mechanism (Modified CAM) be
adopted? This is still a pending matter for the Commission. When a Proposed
Decision is made available for public comment, it will be mailed to the service
list of the IRP proceeding — R.20-05-003.
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5. Approval, compliance, and monitoring
5.1. Utility Owned Generation
5.1.1. Do LSEs have the choice to procure via a PPA or via ownership of the
underlying resource itselfe Yes. IOUs seeking utility-owned generation will
need to have their projects approved by application rather than Tier 3
Advice Letter, unless that project has been approved by the Commission in
another proceeding.

5.2. Marginal (or “incremental”) effective load carrying capabilities (ELCCs)

5.2.1. How are annual marginal ELCCs used yet meanwhile OP 1 and OP 3
require September NQC? For resource types for which staff published ELCCs
forin 2021, per OP 15, the ELCC is annual and should be used to determine
compliance with OP 1 and OP 3. For other resource types, LSEs should use
the September NQC according to RA program rules at the time of contract
signing. This is discussed in decision dicta in Section 9.2 and explained in the
staff fransmittal memo accompanying the ELCC study, available on the IRP
procurement track website.

5.2.2. Will the marginal ELCC values that will be finalized by the end of August
2021, per OP 15, include offshore winde Offshore wind was included in the
ELCCs staff published in 2021. Refer to the staff transmittal memo for more
information, including how the values for 2025 and 2026 apply and the
process for staff updating these.

5.2.3. Wil the marginal ELCCs published at the end of August 2021 for solar
paired with storage replace the Hybrid QC methodology adopted in D.20-
06-031, or will the ELCC:s for solar, storage, and/or solar plus storage be
inputs to the formula adopted in that decision? The referenced decision /
hybrid methodology applies to the RA program. For the purposes of this IRP
procurement, the ELCCs that were published in 2021 do not use the hybrid
methodology developed for RA compliance purposes in the RA
proceeding. Rather, as the ELCC document explains, for the purposes of this
IRP procurement the marginal ELCC of each standalone resource should be
added together and capped at the interconnection size to determine the
paired resources’ marginal ELCC, allin NQC MW terms. This is applicable to
all configurations of paired resources, except hybrid resources (i.e., the
storage is restricted to charging from the generator and not the grid) for
which the size of the generator is too small relative to the storage. Astrape’s
modeling finds that this limitation is not reached for solar and 4-hour storage
hybrid configurations as long as the solar nameplate capacity is equal to or
greater than the storage nameplate category, and for wind and 4-hour
storage hybrid configurations as long as the wind nameplate capacity is at
least double the 4-hour storage nameplate capacity. Example: A paired
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facility with nameplate capacities of 100 MW solar and 50 MW 4-hour
battery and a 100 MW interconnection, coming online on or before the
compliance date in 2023 would take the standalone solar ELCC (7.8% or 7.8
MW) and add to the standalone battery ELCC (96.3% or 48.15 MW), resulting
in a combined ELCC of 55.95 MW NQC. Refer to staff's memo
accompanying the ELCC study for consideration of other issues that may
impact this simplified example.

5.2.4. Regarding adding new storage to existing solar, should an LSE expect the
solar and the storage to receive a marginal ELCC value even though the
solar component is an existing resource¢ No. With reference to the paired
resources counting rule described above, only the new resource’s
contribution to the combined ELCC would be counted.

5.2.5. Should an LSE account for the fact that the existing solar is already on the
Baseline Generator List when determining the compliance value of the
resource and, if so, how?e For example, if an LSE pairs a new 50 MW battery
with an existing 100 MW solar facility, what compliance value should an LSE
expect fo receive?¢ 50 MW2 50 MW minus the September NQC value of the
existing solar fo reflect the fact that the solar component is on the baseline
resource liste If so, is this a marginal September NQC or an average
September NQC?2 50MW plus some value from the existing solare Yes, the
existing solar should be accounted for by not counting it at all fowards D.21-
06-035 procurement. In this example, and assuming the interconnection size
and marginal ELCC percentages as per the similar example above, the LSE
would count 48.15 MW NQC towards D.21-06-035. This is the standalone
battery’'s ELCC (96.3% of 50 MW).

5.2.6. If an LSE executed a contract for an eligible hybrid resource after June 30,
2020, but before the adoption of D.21-06-035, will that resource receive a
marginal ELCC value, or will it receive an average ELCC similar fo the
freatment given to resources in the RA program pursuant to D.21-06-029.
While the D.19-11-016 procurement did rely on the RA hybrid resource
methodology for NQC/ resource compliance accounting, the D.21-06-035
procurement compliance will rely on the marginal ELCC. Consequently,
resources being shown for compliance with D.21-06-035 should receive a
marginal ELCC value regardless of when contracts were signed.

5.2.7. Will staff provide marginal ELCCs as well for long-duration storage¢ Yes.
Refer to the ELCC study staff published in 2021 and the staff memo
accompanying it.

5.2.8. For hybrid units, will staff provide different marginal ELCCs for different
ratios of PV nameplate to storage nameplate (e.g. 2:1, 3:1)2 No. Reliability
modeling to calculate the marginal ELCCs indicates that, within reason, the
ratio does not affect the annual reliability contribution of hybrids, as long as
the ratio is equal to or greater than 1:1 in the case of solar, and 2:1 in the
case of wind. Accordingly, the marginal ELCCs published by staff in 2021 do
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not differentiate ELCCs for different ratios of PV and storage nameplate
capacity.

5.2.9. Assuming that an LSE wishes to count a hybrid resource towards its total
requirement, rather than the specific line items listed in Table 5 on page 48
of the Decision (Diablo Canyon replacement, firm zero-emitting, or long-
duration storage), what counting convention should the LSE use¢ Per
section 9.2 of the Decision, regardless of the procurement category a
resource is meeting, the resource will be counted based upon the marginal
ELCCs provided by staff in 2021. For resource types for which marginal
ELCCs are not provided, counting will use system RA NQC counting rules at
the time the incremental resource is contracted. Refer to staff’s memo
accompanying the ELCC study for further information, including how the
values for 2025 and 2026 apply and the process for staff updating these.
Also refer to FAQ 1.4.13 for guidance on the standard required to the meet
the Diablo Canyon replacement category.

5.3. Compliance

5.3.1. For the compliance filings listed in Table 7 of the decision and required by
OP 3, if the LSE has contracted with another LSE for a portion of the unit, do
both LSEs (Buyer and Seller) need to submit the same contract for the resale
and the resource supporting documentation¢ Or, can the Seller (in the LSE-
LSE fransaction) submit the original resource contract with their supplier and
the supporting documentation, while the Buyer (in the LSE-LSE transaction)
submits the resale contract between the two LSEs¢ Both LSEs should submit
all required documentation that they have access to (including the original
documentation and re-sale contract) that demonstrates their specific claim
fo the resource for compliance purposes.

5.3.2. For Milestone #2 per D.20-12-044, developers may not be confractually
required to provide a Nofice to Proceed (NTP) to the LSE. What should the
LSE submit instead? If the LSE does not have the NTP documentation, they
may submit what similar evidence they are able to provide that serves the
purpose of demonstrating that construction has started (e.g., project
management reports or photos on status of construction).

5.3.3. How should LSEs demonstrate achievement of milestone #3 per D.20-12-
044 (online status) ¢ LSEs should include a COD notice if available to provide
evidence of online status. If that is not available, LSEs should demonstrate
their resource is a participating generator on the CAISO Master Generating
list, including identifying the resource ID.

5.3.4. For DR, staff did not provide an ELCC pursuant to OP 15 and therefore the
RA program’s September NQC is used to count the resource fowards each
LSE’s share of the procurement requirement (per D.21-06-035 p.71). To
comply using a DR resource, does an LSE need to confract for the same
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quantity of MW across the year, or can they enter into a confract that
provides more capacity in summer monthse Staff expects that for supply-
side resources, a contract must commit the total nameplate capacity of the
resource an LSE wishes to claim towards their procurement requirement
across all months. For some resources (e.g., geothermal), this will result in a
different NQC per month, but the nameplate capacity of the resource will
not vary. DR resources are treated consistently. For a DR resource, an LSE
must demonstrate that they have contracted every month for the entirety
of the potential available capacity, as shown to the Energy Division via the
Load Impact Protocol, that they wish to claim toward their IRP procurement
obligations, although the NQC value of that resource may differ across
months.

5.3.5. D.21-06-035 specifies parameters for requesting an extension for LLT
resource procurement. Will there be procedures for LSEs to seek extensions
for tranches other than the LLT resource franche if the exact annual
procurement cannot be achieved, either due to construction delays or
other issues? Is there any guidance that can be provided on specific
showings that would be needed for such waiverse No. Staff will provide
guidance for the compliance showing for LLT procurement, but D.21-06-035
does not provide for a similar, extension-seeking procedure for other
procurement categories. For those, LSEs should submit their progress via the
showings required by D.21-06-035 and D.20-12-044, including remediation
plans if applicable.

5.4. D.19-11-016 Resources

5.4.1. Can aresource be used foward both D.19-11-016 and D.21-06-035 if the
capacity is in excess of the LSE’s D.19-11-016 obligatione Capacity cannot
be double-counted toward both decisions, but an LSE may use a portion of
one resource to comply with D.19-11-016 and another portion of that same
resource to comply with D.21-06-035 (if it meets the requirements of D.21-06-
035, including being incremental to the Baseline Generator List).

5.4.2. If an LSE included a resource in their D.19-11-016 report that is in excess of
their obligation, can they count that resource toward D.21-06-035¢ Yes,
provided those resources comply with D.21-06-035. Prior to the first
compliance filing staff will provide a method for LSEs to identify which
resources they are using to count toward D.19-11-016 and which resources
are excess and available to count toward D.21-06-035.

5.4.3. Can the Commission clarify how the accounting would work for hybrid
resources¢ How would the Commission defermine “excess” to D.19-11-0162
For example, suppose that an LSE exceeded its total D.19-11-016
requirement by 20 NQC MW. To fulfill this requirement, the LSE had procured
a 100 MW solar paired with 50 MW storage project with a total NQC of 60
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NQC MW under the counting rules in D.19-11-016. Could they apply the
excess capacity of that project to the requirements for 2,500 MW of
incremental zero emissions resources, or other procurement required by
D.21-06-035, on a NQC MW - for - NQC MW basis¢ If not, please clarify the
accounting. D.19-11-016 and D.21-06-035 do not necessarily use the same
resource counting rules, as such, the NQC value of a certain project might
differ between the Decisions. If a part of a resource is being used to count
towards meeting one decision’s requirements, and the rest of the resource
towards meeting the other decision’s requirements, LSEs should tie their
calculation of NQCs for each back to the underlying nameplate capacity
such that the resource’s total nameplate capacity is not exceeded.

5.4.4. If excess capacity from a D.19-11-016 resource is applied to an LSE’'s D.21-
06-035 obligations, does the 10-year requirement for contract term (OP 9)
change? Is 10 years for the entire resource from COD sufficient oris an
extension required for capacity that counts for D.21-06-035¢2 Staff expects
this matter will only apply to a small number of resources given that D.21-06-
035 eligible resources cannot already be in the Baseline Generator List.
Nevertheless, staff thinks 10 years from COD is reasonable for a resource that
is being counted towards both Decisions. This should meet the intent of D.21-
06-035's OP 9 to ensure projects can get financed and constructed at a
reasonable annual cost, to provide reliability in the mid-term.

5.4.5. D.21-06-035 (OP 17) says that the procurement in excess of the D.19-11-
016 requirements can count toward meeting D.21-06-035 requirements,
subject to meeting the other requirements of D.21-06-035. There are several
non-IOU LSEs that opted out of the D.19-11-016 procurement. Will the costs
of any procurement in excess of the requirements of D.19-11-016 be
assessed to opt-out customers subject to the Modified CAM or will those
costs will be recovered solely from the IOUs’ bundled customers. If the
former, will the opt-out LSEs receive a proportionate share of the excess
procurement to count toward their D.21-06-035 requirementsg While staff
understands the concern regarding an allocation of excess procurement
being provided to opt-out LSEs, it is also the case that some over-
procurement conducted by IOUs would allow for potential contract failure
and thus would be of use to opt-out LSEs in ensuring they met their
obligations. Since this is a substantive issue that has a potential impact on
multiple LSEs, staff cannot resolve this without the benefit of further
Commission direction. Af this time, staff expects these issues can be
considered in the context of a Commission Decision on Modified CAM.

5.4.6. D.21-06-035 (p. 37) says that if any of the procurement done by entities
pursuant to D.19-11-016 satisfies the requirements for LLT resources, the entity
can use that to meet the LLT requirement of D.21-06-035, so long as they
meet the total quantity of procurement required across both decisions. For
entities that opted out of the D.19-11-016 procurement, if any of the
procurement done by the IOUs on their behalf included LLT resources, will
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opt-out LSEs be able to similarly count that procurement toward their LLT
requiremente¢ Can you please confirm whether any of the resources
authorized by the Commission for procurement by the IOUs to meet the
D.19-11-016 requirements are in the category of resource that would meet
the LLT requirements of D.21-06-035¢

Staff does not perceive IOU procurement pursuant to D.19-11-016 as
meeting the LLT requirements of D.21-06-035. As filings are still under analysis,
and more procurement toward D.19-11-016 could occur, this is subject to
change. The principle behind this question should also be addressed in
Modified CAM, similar to question 5.4.5 above.

5.4.7. If an LSE signed a confract with a resource to meetits D.19-11-016
obligations on or before June 30, 2020 (thus being part of D.21-06-035's
Baseline Generator List) that is now facing a delay such that the resource
will not be online to meet D.19-11-016 compliance dates, and the LSE has
signed another contract to fill the resulting shortfall, can the LSE count the
original contract fowards its D.21-06-035 obligations? Per staff's guidance in
5.4.1 above, it is possible that resources LSEs procured in excess of their D.19-
11-016 obligations can be counted towards their D.21-06-035 obligations.
Here there is an additional issue to consider: the excess D.19-11-016 resource
is now delayed and unable to meet the D.19-11-016 milestone compliance
dates. Staff’s guidance here assumes the resource is able to meet all
requirements for an LSE's D.21-06-035 obligations except that they are
included in the Baseline Generator List of resources (thus currently excluding
it from counting toward D.21-06-035 compliance). Staff's guidance is that
LSEs with such a resource can request to swap it with a replacement
resource/s they contracted to meet their D.19-11-016 obligations, such that
the delayed resource would now be excess to meeting the LSE's D.19-11-
016 requirements. The delayed resource now in excess of D.19-11-016
obligations would be removed from the D.21-06-035 Baseline Generator List,
and the new resource that the LSE is procuring to replace that capacity
would be added in its place. To pursue this process, staff requests LSEs to fill
out the LSE Swap Template demonstrating that the D.19-11-016 excess
capacity is incremental to their D.19-11-016 obligations and was procured to
replace the delayed resource's capacity to meet their D.19-11-016
procurement obligations. LSEs must have submitted sufficient supplemental
documentation through regular compliance filings such that staff is able to
verify the details provided on this form, as well as submitted a remediation
plan that includes specific documentation of the cause of the delay. If
supplemental documentation is missing, staff may not be able to grant the
request. Upon submission of the LSE Swap Template, Staff may request
addifional documentation of the cause of the delay.
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5.5. Emergency Reliability Resources
5.5.1. D.21-06-035 (p. 80) says that procurement authorized in the emergency
reliability proceeding may count toward D.21-06-035 requirements. Since
costs of that procurement are being recovered using the CAM, will all LSEs
be allocated a share of that procurement to count toward D.21-06-035
requirementse If so, when will staff provide information about that
procurement to LSEs?

Please refer to OP 9 and p. 127 of D.22-02-004. OP 9 states:

“Pacific Gas and Electric Company, San Diego Gas & Electric Company,
and Southern California Edison Company shall not be authorized to count
procurement in compliance with Decision (D.) 21-12-015 that utilizes the cost
allocation mechanism toward compliance with D.21-06-035 requirements in
the same compliance year.”

IOU procurement that is subject to cost recovery using the CAM is not
eligible to meet the requirements of D.21-06-035 and thus LSEs will not
receive any allocation of this procurement to count toward D.21-06-035.

5.6. Penalties ***

5.6.1. The net cost of new entry (CONE) is an annual value that represents the
levelized fixed costs of a new battery minus the estimated revenues the
battery earns in the energy and ancillary markets. Thus, the net CONE
corresponds to the year the battery is expected to begin dispatch. Can the
Commission confirm that, when calculating the penalty an LSE must pay,
the net CONE for the year in which the backstop resource is expected to
come online will be used?

For example, if an LSE fails to procure to meet its 2025 obligation and
backstop procurement is triggered, the net CONE that would be applied to
calculate the penalty would be the net CONE for the year in which the
backstop resource is expected to come online, not the net CONE for the
year in which the penalty is assessed.

The assumption included in the question — that the CONE penalty will be
equal to the CONE for the year in which the backstop resource comes
online —is incorrect. The CONE value used in calculating penalties will be
the year in which the penalty is assessed. Since the year in which the
backstop resource will come online will be uncertain, using the CONE for
the year the penalty is assessed will be more transparent and make penalty
costs clear in a fimely fashion. For the example above, if the penalty is
assessed in 2025 the CONE used will be also for the year 2025. Note there
are other factors that may impact the total penalty(for example, if the LSE is
still deficient in 2026.)
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*** Please note that staff’'s August 2021 answer to question 5.6 included a
table with sample values. Staff has removed the table to avoid confusion as
the values of net CONE in the ACC are subject to regular updates.

This concludes this FAQ guide. If staff's understanding of the associated CPUC Decisions
changes staff may issue revisions to the guidance, but does not currently plan to
update this document. In any case, in the event of any inconsistency, the CPUC is
bound to operate pursuant to its Decisions and relevant statutes, case law and rules.
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