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JOINT PROPOSAL OF

PACIFIC GAS AND ELECTRIC COMPANY,FRIENDS OF THE EARTH,

NATURAL RESOURCES DEFENSE COUNCIL,ENVIRONMENT CALIFORNIA,

INTERNATIONAL BROTHERHOOD OF ELECTRICAL WORKERS LOCAL 1245,

COALITION OF CALIFORNIA UTILITY EMPLOYEES AND ALLIANCE FOR

NUCLEAR RESPONSIBILITY TO RETIRE DIABLO CANYON NUCLEAR POWER

PLANT AT EXPIRATION OF THE CURRENT OPERATING LICENSES AND

REPLACE IT WITH A PORTFOLIO OF GHG FREE RESOURCES



Pacific Gas and Electric Company ("PG&amp;E") Friends of the Earth ("FOE), Natural

Resources Defense Council ("NRDC"), Environment California, International Brotherhood of

Electrical Workers Local 1245 ("IBEW Local 1245"), Coalition of California Utility Employees

("CUE") and Alliance for Nuclear Responsibility ("A4NR") (collectively, the "Parties") enter

into this Joint Proposal governing the closure of Diablo Canyon Nuclear Power Plant ("Diablo

Canyon") at the expiration of its existing Nuclear Regulatory Commission ("NRC") operating

licenses and orderly replacement of Diablo Canyon with a greenhouse gas ("GHG") free

portfolio of energy efficiency, renewables and energy storage that includes a 55 percent

Renewable Portfolio Standard commitment by 2031.



PREAMBLE

A.



Diablo Canyon U1:1its 1 and 2 began commercial operation in May 1985 and



March 1986, respectively, and are licensed by the NRC for operation until November 2, 2024

and August 26, 2025. Each year Diablo Canyon generates about 20 percent of the annual

electricity production in PG&amp;E's service tenitory and nine percent of California's annual

production. Diablo Canyon has been operated by a committed and dedicated group of

employees throughout its 31 years of operations. In 2009, PG&amp;E filed at the NRC to continue

Diablo Canyon's operations for an additional twenty years.
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B.



In 2015, Senate Bill (SB) 350 (2015) enacted California Public Utilities Code§



454.51 which requires the California Public Utilities Commission ("CPUC") to "identify a

diverse and balanced po1ifolio of resources needed to ensure a reliable electricity supply that

provides optimal integration of renewable power in a cost-effective manner. SB 350 also

enacted Public Utilities Code § 454.52 which requires the CPUC to establish an integrated

resource planning ("IRP) process for regulated load-serving entities that helps to achieve the

State's green house gas emission reduction target of 40 percent below 1990 levels by 2030 while

continuing to deliver safe, reliable, least-cost service to customers.

C.



After considering factors including, but not limited to, (i) the increase of the



Renewable Portfolio Standard ("RPS") to 50% by 2030; (ii) doubling of energy efficiency goals

under SB 350; (iii) the challenge of managing overgeneration and intermittency conditions under

a resource portfolio increasingly influenced by solar and wind production; (iv) the growth rate of

distributed energy resources; and (v) the potential increases in the departure of PG&amp;E's retail

load customers to Community Choice Aggregration ("CCA"), PG&amp;E in consultation with the

Parties has concluded that the most effective and efficient path forward for achieving

California's SB 350 policy goal for deep reductions of GHG emissions is to retire Diablo

Canyon at the close of its current operating license period and replace it with a po1ifolio of GHG

free resources. The Parties agree that the orderly replacement of Diablo Canyon with GHG free

resources will be the reliable, flexible, and cost-effective solution for PG&amp;E's customers.

D.



The Parties recognize that the three tranches ofresource procurement proposed in



this Joint Proposal are not intended to specify everything that will be needed to ensure the

orderly replacement of Diablo Canyon with GHG free resources, which is the Parties' shared

commitment. The full solution will emerge over the 2024-2045 period, in consultation with
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many patties and with the oversight of the CPUC, the California Independent System Operator

("CAISO"), the California Energy Commission ("CEC"), the California Air Resources Board,

the Governor, and the Legislature. Additional procurement beyond that specified in the three

tranches will be needed on a system wide basis to replace the output ofDiablo Canyon and the

Parties envision that this issue will primarily be addressed through the CPUC's IRP process.

Some of the factors influencing resource replacement in PG&amp;E's Northern and Central

California service territory will occur outside the CPUC's resource planning proceedings,

including but not limited to Statewide adoption of enhanced energy efficiency goals, customers'

additions of distributed energy resources, potential expansion of customer loads by current and

future CCAs, Energy Service Providers ("ESPs") and other load-serving entities ("LSEs"), and

reduced need for periodic curtailment of California's increasingly abundant solar and wind

resources. Given these and other uncertainties, the Parties cannot, and it would be a mistake to

try to, specify all the necessary replacement procurement now; what the Parties have proposed in

the Joint Proposal are sign ificant and appropriate steps in the journey. The Parties are fully

committed to supporting policies that result in replacing the output of Diablo Canyon with OHO

free resources.



AGREEMENT

The Parties agree to the following terms and conditions:

1.



Diablo Canyon License Renewal



1.1.



Under the terms of this Joint Proposal, PG&amp;E will retireDiablo Canyon at the



expiration of its current NRC operating licenses. The Paities will jointly propose and suppo1t the

orderly replacement ofDiablo Canyon with GHG free resources.

1.2.



Recognizing that the procurement, construction and implementation of a GHG-
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free portfolio of energy efficiency, renewables and energy storage replacement resources will

take years, the Parties recognize that PG&amp;E intends to operateDiablo Canyon to the end of its

current NRC operating licenses which expire on November 2, 2024 (Unit 1) and August 26,

2025 (Unit 2), subject to the Unit 2 timing issue discussed in Section 6.2. This eight to nine year

transition period will provide the time to begin the process to plan and replaceDiablo Canyon's

energy with new GHG-free replacement resources.

1.3.



PG&amp;E will immediately cease any efforts on its part to renew theDiablo Canyon



operating licenses and will ask the NRC to suspend consideration of the pendingDiablo Canyon

license renewal application pending withdrawal with prejudice of the NRC application upon

CPUC approval of the Joint Proposal Application.

1.4.



Nothing in this Joint Proposal constrains or limits in any way the right of Patties



to raise safety or compliance issues related toDiablo Canyon with the NRC or any other

government agency, going forward.

2.



Greenhouse Gas Free Replacement Resources



2.1.



The Parties jointly propose thatDiablo Canyon be replaced with a GHG-free



portfolio of energy efficiency, renewables and energy storage, as specified below. The portfolio

will include a mix of investments that facilitates the achievement of broader statewide goals for

deep reductions in GHG emissions, reliability, resource integration, and other long-term, cost

effective system wide benefits. The Parties propose that PG&amp;E be authorized to procure GHG

free replacement resources in three competitive procurement tranches. The procurement

provisions in section 2 of the Joint Proposal are beyond A4NR's charter and interests. A4NR

takes no position on these provisions (as well as the related provisions in the second and third



4



sentences of Section 7 .3) but agrees not to oppose Section 2 of the Joint Proposal or the

implementation actions undertaken by PG&amp;E consistent with these provisions.

In the first tranche (Section 2.2), PG&amp;E will be authorized to obtain 2,000 gross

gigawatt-hours ("GWH") of energy efficiency savings to be implemented over the 2018 to 2024

time period. In the second tranche (Section 2.3), PG&amp;E will be authorized to procure 2,000

GWH of GHG-free energy resources through an all-source solicitation that will commence

energy deliveries or add energy efficiency programs or projects to the system in the 2025 to 2030

time period. In the third tranche (Section 2.4), with energy delivery starting in 2031, PG&amp;E will

purchase incremental RPS eligible resources through competitive solicitations to voluntarily

achieve a 55% RPS and PG&amp;E will maintain this voluntary commitment through 2045 or until

superseded by action of the legislature or the CPUC.

2.2.



Tranche 1: Energy Efficiency

2.2.1. PG&amp;E will obtain 2,000 gross GWH from Energy Efficiency ("EE")



installed by January 1, 2025 (measured as the sum of the first year gross GWH from EE

installed in 2018 - 2024). The objective of this Tranche 1 component of the Joint

Proposal is to achieve "early action" GHG savings prior to the retirement ofDiablo

Canyon in order to support flexibility in the timing of resource commitments in Tranche

2 and 3. PG&amp;E may seek CPUC approval of cost-effective EE programs in excess of the

2,000 gross GWH target.

2.2.2. PG&amp;E will issue a Request for Offers ("RFO") for EE projects and

programs on or before June 1, 2018. The RPO will request bids for new EE projects and

programs to be installed in the 2018-2024 timeframe. The Tranche 1 RPO will procure

EE only. The goal of the RFO is to encourage new EE offerings, not duplicate existing
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programs. In order to assure cost-effectiveness, eligible bids must be below a "RPS

equivalent" cost cap that will be specified in the RFO. The RFO will compare offers

using the Program Administrator Cost Test. The RFO will encourage proposals that

estimate savings using an existing conditions baseline and normalized meter-based

savings estimates where feasible and appropriate.

2.2.3. In addition, PG&amp;E may propose new utility EE programs for the purpose

of meeting the 2,000 gross GWH savings target. New utility EE will be evaluated for

cost-effectiveness using the Program Administrator Cost Test. Where feasible and

appropriate, PG&amp;E will estimate savings using an existing conditions baseline and

normalized meter-based savings estimates.

2.2.4. In its CPUC Application seeking approval of the Joint Proposal ("Joint

Proposal Application"), PG&amp;E will request approval of the funding needed to meet the

Tranche l 2,000 gross GWH EE target for the years 2018-2024. The incremental

revenue requirement will be recovered in PG&amp;E's electric public purpose program

("PPP") rates as non-bypassable charges. PG&amp;E will also seek authorization to issue the

RFO, including a description of the RFO process, PG&amp;E will report its progress towards

meeting the 2,000 gross GWH target in its annual energy efficiency report, separate from

its reports on its other programs. PG&amp;E will hold successive RFOs and/or propose new

utility programs until the 2,000 gross G WH target has been achieved.

2.3.



Tranche 2: All Source GHG Free Energy Request For Offers



2.3.1. No later than June 1, 2020, PG&amp;E will issue an all-source RFO for 2,000

GWH per year of GHG-free energy resources or EE. The RFO eligibility requirements

will include: i) the resource must be a source of GHG-free energy or result in energy
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savings (for example, renewables, EE; energy storage, by itself, is not a source of energy

and therefore is not eligible); ii) EE proposals must be for projects installed in PG&amp;E's

service territory; iii) energy deliveries must be for a minimum term of 5 years; iv) energy

deliveries must commence during the period 2025-2030 and achieve the 2,000 GWH per

year target during this period; v) at PG&amp;E's discretion, EE proposals may commence

prior to 2025; and vi) utility-owned generation will be eligible to compete in the RFO. In

the Joint Proposal Application, PG&amp;E will specify the RFO framework, including the

least-cost, best fit evaluation criteria, RFO process and the CPUC approval process.

2.3.2. If PG&amp;E does not obtain CPUC approval of GHG-free energy resource

contracts or EE for 2,000 GWH per year as a result of the first RFO, it will hold

successive RF Os until the 2,000 GWH per year target has been achieved.

2.3.3. PG&amp;E will submit the winning bids from the RFO to the CPUC for its

review and approval. At that time, PG&amp;E may seek CPUC approval of cost-effective

contracts from GHG-free resources in excess of the 2,000 GWH target.

2.3.4. The effectiveness of all GHG-free energy resource procurement contracts

resulting from the RFOs will be conditioned upon CPUC approval, assurance of cost

recovery and, as specified in Section 2.6, pre-approval of a cost allocation method. The

incremental revenue requirement for EE programs selected in the all source RFO will be

recovered in PG&amp;E's electric PPP rates as non-bypassable charges.

2.4.



Tranche 3: Voluntary 55 Percent RPS Commitment



2.4.1. In each of the years beginning in 2031 and ending in 2045 , PG&amp;E

commits to providing 55 percent of its total retail sales from eligible renewable energy

resources, as defined in the CEC Renewables Portfolio Standard Guidebook. In
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determining whether PG&amp;E has met this commitment, all RPS requirements and limits

set forth in the RPS Statute (California Public Utilities Code Section 399. 1 1 et. seq.) will

apply, as interpreted by the CEC and the CPUC (including, but not limited to, the

portfolio balance requirements adopted in D.1 1-12-052, the banking and other

compliance rules adopted in D.12-06-038, and the RPS enforcement rules adopted in

D.14-12-023), except that the voluntary procurement quantity requirement .in each year

will be based upon the 55 percent RPS commitment. To facilitate determining whether it

met this commitment, PG&amp;E will use the RPS Compliance Repoti spreadsheet most

recently adopted by the CPUC and the volumes reported in final, verified compliance

repo1is for each applicable year.

2.4.2. PG&amp;E's voluntary 55 percent RPS commitment will terminate on the

earlier of 2045 or when superseded through implementation of an RPS requirement (or

equivalent GHG reduction regulation) that exceeds 55 percent.

2.5.



Resource Integration and Storage: The Parties recognize that the retirement of



Diablo Canyon in 2025, a large baseload source of energy, will impact the efficient and reliable

balancing of load and resources in PG&amp;E's service territory. On the one hand, removing a large

baseload resource during periods of peak solar production will reduce the need for periodic

curtailment of RPS resources and enhance RPS resource integration during these periods. On the

other hand, the retirement ofDiablo Canyon may have impacts on system ramping and the need

for additional energy storage. The challenges associated with resource integration, and system

and local reliability, must be reviewed and resolved by the CPUC through its IRP process, in

collaboration with the CAISO. The Parties will strongly suppo1i at the CPUC and before the

CAISO the use of cost-effective GHG-free resource solutions, some of which may include
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additional large pwnped storage and utility-owned storage projects. Given the reliability and

resource integration challenges described above, the Parties support a change in existing policies

to allow allocation of resource costs for integration and storage through the CAISO' s

Transmission Access Charge ("TAC") or alternatively, through a Cost Allocation Mechanism

("CAM"), such as the CAM specified in Public Utilities Code Section 365.1 (c), Section

454.51(c), or other similar CAM mechanisms approved by the CPUC.

2.6.



Cost Recovery: Under the Joint Proposal, PG&amp;E makes a commitment to procure



GHG-free energy resources through 2030 and beyond for the benefit of all customers in its

service territory. PG&amp;E's commitment to replace Diablo Canyon energy with GHG-free energy

resources under tranche 2 (Section 2.3) and tranche 3 (Section 2.4) is therefore conditioned upon

CPUC pre-approval that any procurement PG&amp;E makes associated with the Joint Proposal will

be subject to a non-bypassable cost allocation mechanism that : 1) equitably allocates costs and

benefits, such as RPS or Resource Adequacy credits, associated with the procurement among

responsible load serving entities; and 2) determines the net capacity costs of such procurement

consistent with the methodology for the allocation of net capacity costs described in California

Public Utilities Code section 365. l (c)(2)(C). In the Joint Proposal Application, PG&amp;E will ask

the CPUC to pre-approve the 11011-bypassable cost allocation mechanism and the Parties will

support approval of this proposal. Costs associated with EE in Tranche 1 or Tranche 2 will be

recovered through the PPP on a non-bypassable basis, consistent with existing recovery

mechanisms for EE costs.

3.



Employee Retention and Severance Program



3.1.



PG&amp;E and all of California has benefited from a well-trained, highly skilled and



dedicated workforce atDiablo Canyon for its 31 years of operations. It is critical to retain these
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