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Memorandum

To: |ISO Board of Governors
From: Anna McKenna, Vice President, Market Design and Analysis
Date: October 22, 2025

Re: Decision on Resource Adequacy Modeling and Program Design Track 3A:
Resource Visibility

This memorandum requires ISO Board of Governors action.

EXECUTIVE SUMMARY

Management proposes to improve visibility into the resource fleet by requiring annual
and monthly reporting of all resource adequacy-eligible capacity in the ISO balancing
authority area. This reporting would occur as part of the monthly and annual resource
adequacy showings process, in which load serving entities demonstrate to the ISO the
set of resources they will use to meet their resource adequacy obligations. The
reporting process also requires scheduling coordinators for resource adequacy
resources to report their resource adequacy obligation status. Management proposes
that as part of the reporting requirement process, scheduling coordinators for resource
adequacy-eligible resources would be required to provide additional insight into the
status and reason why a resource’s resource adequacy-eligible capacity is not “shown
as resource adequacy.” This change will support grid reliability by giving the ISO a more
complete view of the status of all resource adequacy-eligible capacity and identifying
capacity that may be available for backstop procurement.

The ISO conducts backstop procurement when resource adequacy deficiencies or grid
circumstances require more capacity than the resource adequacy program supplies. To
execute this backstop function effectively, the ISO must be able to identify capacity that
is eligible to be procured through the ISO’s capacity procurement mechanism. The ISO
currently lacks visibility into the status and reasons why resource adequacy-eligible
capacity is not shown as resource adequacy. Gaining additional insight into the status of
resources will enable the ISO to more effectively identify capacity procurement
mechanism-eligible capacity, better assess system reliability needs, and help ensure
the ISO can contract sufficient capacity through the capacity procurement mechanism to
meet the identified backstop need. All of this will support grid reliability.
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To address these visibility gaps, Management proposes the following:

1) Require scheduling coordinators to report annually and monthly on the status of
their resource adequacy-eligible capacity located inside the ISO balancing
authority area that is not shown to the ISO as resource adequacy;

2) Discontinue the publication of the monthly non-resource adequacy capacity
report, because of limited evidence of use by market participants.

Moved, that the ISO Board of Governors approves the Resource
Adequacy Modeling and Program Design Track 3A: Resource
Visibility final proposal as described in the memorandum dated
October 22, 2025; and

Moved, that the ISO Board of Governors authorizes Management to
make all necessary and appropriate filings with the Federal Energy
Regulatory Commission to implement the changes proposed in this
memorandum, including any filings that implement the overarching
initiative policy but contain discrete revisions to incorporate
Commission guidance in any initial ruling on the proposed tariff
amendment.

BACKGROUND

The ISO’s backstop procurement authority complements the forward resource
adequacy programs administered by local regulatory authorities to ensure grid reliability.
Capacity procured through local regulatory authority-administered resource adequacy
programs is shown to the ISO via resource adequacy plans submitted by load serving
entities and corresponding supply plans submitted by scheduling coordinators for
resources in advance of each year and month.

When resource adequacy plans indicate that a load serving entity has not procured
sufficient capacity to meet supply needs and ensure grid reliability the ISO may procure
additional resources through its capacity procurement mechanism to maintain reliability.

The ISO’s authority to use the capacity procurement mechanism is limited to six specific
types of circumstances on the grid, which are defined in Section 43A.2 of the ISO tariff.
Capacity procured through the capacity procurement mechanism is given a designation
corresponding to which of those six needs it is fulfilling. This capacity will receive
compensation through a standardized capacity procurement mechanism contract at a
price up to a soft offer cap, currently set at $7.34/kW-month, or a higher cost-justified
FERC-approved cap specific to an individual resource.

Procurement through the capacity procurement mechanism depends on capacity
voluntarily offered to the ISO by scheduling coordinators through the ISO’s competitive
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solicitation process. Scheduling coordinators may offer capacity that has not already
been shown to the ISO as resource adequacy. The ISO runs the competitive solicitation
process on a recurring basis, with the intent of maintaining a pool of capacity offers that
the ISO can draw from if Management determines using the capacity procurement
mechanism is necessary to protect reliability. Since 2019, however, capacity offers into
the competitive solicitation process have decreased significantly, including dropping to
zero in many months.

When capacity procurement mechanism procurement is necessary, but the capacity
need is greater than the amount of capacity voluntarily offered into the competitive
solicitation process, the ISO must seek capacity through other means. Currently, the
ISO has little visibility into the status of capacity not shown as resource adequacy,
which lowers its effectiveness in reaching suppliers. While the 1ISO can identify which
scheduling coordinators have un-shown resource adequacy-eligible capacity for the
upcoming year or month, it lacks the ability to target suppliers that are most likely to
have capacity procurement mechanism-eligible capacity for which they are willing to
accept a capacity procurement mechanism designation. The need for such outreach
coincides with times of anticipated or ongoing grid stress, when rapid procurement is
most critical to maintaining system reliability. With improved visibility into the status of
capacity not shown as resource adequacy, the ISO can prioritize outreach to suppliers
most likely to have capacity procurement mechanism-eligible capacity and willing to
accept a capacity procurement mechanism designation.

Improving visibility into the status of resource adequacy-eligible resources is the
beginning of the ISO’s broader effort to enhance the effectiveness of its backstop
processes. Future policy work will focus on structural review and potential reform of the
backstop programs, including the monthly and annual capacity procurement
mechanisms and ISO processes around the Extended Day-Ahead Market resource
sufficiency evaluation. In the meantime, the proposed reporting requirements will allow
the 1ISO to more effectively execute its existing backstop processes and safeguard grid
reliability. This information will also help the ISO better understand system reliability
needs and identify long-term trends in the status of the ISO balancing authority area
resource fleet.

PROPOSAL

Management proposes requiring scheduling coordinators to report annually and monthly
to the ISO the status of resource adequacy-eligible capacity located inside the ISO
balancing authority area that is not shown as resource adequacy. For each coming year
or month, scheduling coordinators report the amount of resource adequacy-eligible
capacity not shown as resource adequacy that they are responsible for scheduling
under one of five defined status categories. These categories are designed to be
collectively comprehensive and allow the ISO to see the status of the entire resource
adequacy-eligible fleet. The capacity status categories are:
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1. Sold outside the ISO balancing authority area. This covers resource
adequacy-eligible capacity that has been sold as capacity outside of the ISO
balancing authority area. As the resource adequacy programs develop across
the Western U.S., there will be increasing opportunities for capacity inside the
ISO balancing authority area to contract with entities outside the balancing
authority area.

2. Reserved for substitution. This covers resource adequacy-eligible capacity that
is not shown as RA because its scheduling coordinator plans to ensure
compliance with ISO resource adequacy substitution rules by using it as
substitution capacity for another resource that is shown as resource adequacy.

3. Potential unavailability. This covers resource adequacy-eligible capacity that is
not shown to the ISO due to anticipated ambient derates or other outage events
that the scheduling coordinator believes might prevent it from operating in the
coming year or month.

4. Contracted to an ISO balancing authority area load serving entity but not
shown as resource adequacy. This covers resource adequacy-eligible capacity
that is under a capacity contract to an ISO balancing authority area load serving
entity but not shown as resource adequacy in the coming year or month and
which does not fit under categories 1-3.

5. Not contracted. This covers resource adequacy-eligible capacity that is not
under any kind of capacity contract for the coming year or month and does not fit
under categories 1-3.

This reporting is intended for visibility purposes only and would not impose any
availability requirements on the reported capacity. Management acknowledges a
resource’s contractual status may change within a month, and scheduling coordinators
may not have certainty regarding the exact amount of capacity that will be unavailable
or used for substitution. Therefore, the monthly and annual reporting can only represent
a scheduling coordinator’'s good-faith belief at the time of reporting. Despite these
limitations, the reporting will provide the ISO with significantly more visibility than it
currently has into non-resource adequacy capacity status -- on timelines relevant to
year-ahead and month-ahead capacity procurement mechanism procurement. This will
help the ISO more effectively target outreach to find capacity procurement mechanism
capacity and better understand long-term trends in capacity fleet status. The ISO
intends to publish an aggregated version of the information collected through these
requirements.

The ISO already has the authority to collect this information under tariff section 4.6.7.1,

which authorizes the ISO to request information from scheduling coordinators.
However, Management has opted to put forth this proposal, which it has vetted through
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the stakeholder process, because it would create new recurring reporting obligations of
specific information for scheduling coordinators.

Management also proposes ending production of the monthly Non-Resource Adequacy
Capacity Report, which is currently required by the tariff. The report shows dispatches
of non-resource adequacy resources, both by the market and through backstop
procurement processes. The available records do not reflect a rationale for the creation
of this report, yet its reporting requirements have been carried over from year to year in
stakeholder processes and FERC filings related to the capacity procurement
mechanism. The ISO has found little evidence of its use by market participants.

STAKEHOLDER FEEDBACK

Management appreciates the robust stakeholder engagement and thoughtful feedback
on these topics, which were received and discussed in Track 3A of the Resource
Adequacy Modeling and Program Design initiative. Over the course of this track, the
ISO published four papers: an Issue Paper, Straw Proposal, Draft Final Proposal, and
Final Proposal. The proposal to retire the Non-Resource Adequacy Capacity Report
was introduced in the Draft Final Proposal and Final Proposal.

Between November 2024 and August 2025, the ISO hosted four stakeholder meetings
and received 42 sets of written comments across all meetings and paper iterations. All
of this feedback was instrumental in shaping and refining the final proposal.

Most stakeholders supported giving the ISO additional visibility into non-resource
adequacy capacity status and the structure of the proposed reporting requirements.
Stakeholder comments focused on four main questions: 1) which resources would be
included in the requirements; 2) whether there would be associated availability
requirements; 3) whether market participants would have access to the collected data;
and 4) the administrative burden of fulfiling the requirements.

The proposal addresses the first question by clarifying that that the requirements would
apply only to resources appearing on the ISO’s net qualifying capacity list, which
identifies the resources in the ISO balancing area that are eligible for resource
adequacy. This means that energy-only resources, resources that have not yet come
online, and resources without a net qualifying capacity that are credited towards
resource adequacy compliance by local regulatory authorities but not shown to the ISO
would not be included in these reporting requirements.

Regarding the second question, the proposal includes clarification that these reports
would be for visibility only and would not come with any new availability requirements
for the capacity being reported. If, in the future, the ISO sees value in using this
information in additional ways that would carry availability obligations, that would be
new policy and would need to go through a full stakeholder process before adoption.
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Regarding the third question, the proposal includes an intention to publish an
aggregated version of the capacity information collected through these requirements.
The ISO already provides similar aggregated statistics for the resource adequacy plans,
and stakeholders indicated that there would be value for market participants in providing
an aggregated form of this data as well.

Regarding the fourth question, the proposal was modified to consider accommodating
the administrative burden concerns. Several stakeholders expressed concern about the
time and resources necessary to fulfill the reporting requirements. Stakeholders
proposed several ways to reduce these, including by only requiring the reporting in
historically higher-risk months and reducing the number of capacity categories
scheduling coordinators must report on. The proposal took these concerns into
consideration and balances the operational needs of the ISO and the implementation
requirements of participants. While it is true that capacity procurement mechanism
usage has historically been concentrated in the summer months, ongoing evolution of
the resource fleet as well as demand and weather patterns do not guarantee that this
pattern will hold indefinitely. Having this information in all months will help the ISO be
prepared for future capacity procurement mechanism needs as grid conditions evolve.

Stakeholders recommended using fewer categories and a more generalized version as
was done in a data request the ISO issued for non-resource adequacy capacity status
for summer 2025. The final proposal did not adopt this recommendation because, on an
ongoing basis, the five recommended categories capture the granularity to expeditiously
and efficiently access the capacity needed when the ISO must use the capacity
procurement mechanism, which is often when grid conditions are strained. Management
recognizes, however, that this is only feasible to the extent scheduling coordinators
know or can estimate them on a year-ahead and month-ahead basis. In response to
stakeholder concerns, the proposal also recognizes that, because for the year-ahead
report scheduling coordinators may not know the amount of capacity available or used
for substitution, scheduling coordinators may use the remaining three categories only in
the annual report in such cases.

With regards to the proposal to retire the Non-Resource Adequacy Capacity Report, of
the ten sets of comments received on the Draft Final Proposal where this proposed
change was introduced, three opposed it and seven did not comment on it. The three
stakeholders opposing retirement argued that it would be detrimental to market
transparency but did not provide evidence of significant use of the report. While
Management understands the preference not to lose any existing sources of market
information, the new reporting requirements recommended here by Management will
increase market transparency around non-RA resources and this information will be
published in an aggregated form. In addition, Management did not find evidence that the
Non-Resource Adequacy Capacity Report is being significantly used.

CONCLUSION
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Management recommends that the ISO Board of Governors approve the proposed creation
of new annual and monthly reporting requirements for scheduling coordinators on the status
of resource adequacy-eligible capacity located inside the ISO balancing authority area that
is not shown to the ISO as resource adequacy. This proposed change will support grid
reliability by allowing the ISO to better understand system reliability needs and more
efficiently identify capacity that is available for backstop procurement.

Management also recommends the ISO Board of Governors approve ending publication
of the monthly Non-Resource Adequacy Capacity Report due to limited evidence of
usage by market participants and the additional market transparency that will be created
by the new reporting requirements.

MD&A/MPD/H. Staver Page 7 of 7



