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Informal Comments from Hydrostor on IRP Procurement Compliance Questions
Submitted By: Gabe Murtaugh, Director of Regulatory Affairs, Western US
Date: 7/14/2026
Section 1. Net Cone
1.1 Should a mechanism other than Net Cost of New Entry (CONE) be used to determine the penalty for procurement non-compliance? If yes, what mechanism?
Response: Hydrostor is not opposed to the Commission exploring a mechanism other than Net CONE to set penalties for IRP procurement non-compliance.  Any mechanism used by the Commission, however, should correct deficiencies and compliance disincentives of the current net CONE method.  Whether net CONE or a new methodology, the penalty structure should be clearly conveyed to market participants on an annual basis, including forecasts for future years of the penalty amount, and the applicable penalty amount should depend on the category of the resource that the LSE has failed to timely procure, as opposed to a generic capacity cost or example resource-based measure.  
At this time, it is difficult for LSEs and resource developers to carve together, or agree to, what net CONE will likely consist of in a future compliance year. This matters for parties engaged in contracting a specific resource.  It also appears to be the case that net CONE remains based on costs associated with a 4-hour battery resource, which are not long lead-time resources (LLT) and not reflective of LLT avoided costs, that have been ordered for procurement by D. 21-06-035 and by D. 26-02-057.  See, for example, the latest description of net CONE that can be found in Commission guidance materials:
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 timely 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.) 
*** 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.
(Energy Division Staff’s Responses to Frequently Asked Questions on Mid-Term Reliability Procurement Decision (D.) 21-06-035, Version 6.1: 06/17/2025)
Where LSEs do not face penalties that will fall in a predictable range and do not face penalties that are consistent with the costs associated with the resource the LSE has failed to procure, then LSEs will not be properly incentivized to meet IRP’s mandatory procurement orders.  Specifically, if a LSE is required to procure long duration energy storage resources (“LDES”) or long lead-time LDES, those resources entities should be face a penalty equal to CONE for LDES resources and long lead-time LDES resources, respectively.  Finally, the Commission carefully consider a penalty price for a “clean firm” resources, as this is not specific to one class of resource and thus could result in procurement form several different types of resources and technologies. 
1.2 Should the penalty be proportionate to the Load Serving Entities (LSE’s) load served so that its ratepayers are not disproportionately and inequitably affected? Explain.
Response: Hydrostor does not see how this is a concern.  LSEs procurement obligations are dependent on the LSE-specific allocations of the aggregate procurement capacity ordered.  Therefore, any LSE-specific shortfall should already reflect the size of the LSE’s load.
1.3 Is there a reason that a specific dollar amount should not be provided to replace Net CONE? If yes, explain why.
Response: Hydrostor opposes this concept to the extent that any pre-set dollar amount could become outdated, fail to reflect resource-specific costs or changing technology costs, or where such an amount is set so low as to allow LSEs to select incurring the penalty instead of acting on the Commission’s order to procure resource capacity.
1.4 Should application of procurement penalties be determined annually following June 1st?
Response: Yes.  Any penalty structure should be updated annually to reflect fluctuations in the costs of new resource build in California.
Section 2. Good Faith Effort
Hydrostor has no comment on this topic in advance of the workshop.
Section 3. Definition of “Online”
Hydrostor has no comment on this topic in advance of the workshop.
Section 4. Capacity Factor
Hydrostor has no comment on this topic in advance of the workshop.
Section 5. Resource Delays
5.1 If a resource is delayed or contracted with a later online date and paired with a bridge or alternative compliance pathway, should the LSE apply the selected tranche ELCC or the later ELCC associated with the online date?
Response: Hydrostor requests that the Commission Staff provide clarity regarding the concern being addressed by this question considering that the Commission eliminated the need for LSEs to use bridge contracts as an alternative compliance mechanism for the procurement required by D.21-06-035, D.23-02-040 and D.26-02-057, assuming contracts are in place and the LSE has met its month-ahead RA obligation for the period of the delay, in D.25-09-007.  In other words, in what remaining circumstances are LSEs faced with having to procure bridge resources where there is a contracted resource online delay?  In many cases of the workshop topics presented in these questions, Hydrostor hopes that the Commission Staff will provide sufficient context for the topics being discussed.
Questions 5.2 through 5.5 
Hydrostor has no response to these questions in advance of the workshop.
Section 6. Issuance of Citations
Hydrostor has no comment on this topic in advance of the workshop.
Section 7. Aligning Integrated Resource Planning (IRP), Resource Adequacy (RA), and Renewables Procurement Section (RPS)
7.1 Given that IRP, RA, and RPS have different goals and mandates, are there opportunities to align the three programs? Please explain.
7.2 What burdens need to be overcome to align IRP, RA, and RPS?
Response: Hydrostor responds to 7.1 and 7.2 jointly.  
LSEs procuring long-duration energy storage face a significant disincentive to meeting their IRP long-lead time procurement mandates in RA’s slice-of-day framework.  Due to the charging sufficiency requirements in the RA SOD program, LSEs procuring LDES resources must often procure additional generating capacity in order to show that the LDES resource is charged.  
From a broad perspective, there should be alignment across the IRP, RA and RPS programs.  Ideally, if an entity is compliant with procurement it should inherently meet formal obligations that there are enough resources to provide near-term reliability and the resources are meeting greenhouse gas emission reduction targets.  It seems inherently inefficient for the state to direct procurement, based on a set of known and anticipated resources being on the system, to only ask load serving entities to make additional adjustments in other programs – like the IRP program or the RPS program.  Ensuring that the right resources are built up front, and having a confidence that those resources – when delivered and coupled with other existing resources on the system - will provide reliable outcomes that align with state decarbonization goals seems like a reasonable approach.  Hydrostor appreciates that achieving an outcome like this will take time and that there will likely always be a need to re-evaluate the effectiveness of the programs in place, inclusive of having broad backstop authority to ensure reliability and compliance with state goals. 
As a specific example, Hydrostor has advocated to the Commission that round trip efficiency values for storage are already accounted for expressly in the RA program, in the day-ahead and real-time markets – including through direct financial compensation, and they are taken into consideration by load serving entities in their process of evaluating specific resources during selection in the proposal review process.  Previous tables with ELCC values have been developed that include values for storage broken down by duration and technology type, with the key differentiator between technologies being round-trip efficiency.  This would essentially place additional value on storage resources with better round-trip efficiencies and penalize storage resources with lower round-trip efficiencies.  Hydrostor argues that introducing a paradigm where ELCC is broken down for storage by duration and technology introduces unneeded complexity and puts additional penalties – effectively a fourth penalty - on resources with lower round-trip efficiencies.  This is a practical example of how more alignment across the suite of programs could help to improve outcomes by sending clearer and more accurate signals to LSEs.
Question 7.3 
Hydrostor has no response to this question in advance of the workshop.
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