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Item 14: Non-Capacity Related Reliability
Joint IOUs’ Response to SEIA Proposal 
LNBA Working Group

General Response
SEIA’s proposal implies that back-up generation installed behind a customer meter could avoid the need for grid modernization investments. Specifically, investments that detect electrical faults on the grid, and enable IOUs to isolate and de-energize the faulted circuit section while maintaining service to as many customers as possible by reconfiguring the system to energize intact sections through alternate pathways would still be necessary.  These investments include equipment required to maintain electric grid safety and reliability through increased situational awareness and operational flexibility. 
Customers choosing to invest in sufficient backup generation could potentially disconnect their facilities from the grid during an outage and serve their local loads at those specific locations.  However, this would not eliminate the need for switches, fault indicators, and protection equipment that ensure the safe operation of the electric system, and provide situational awareness and operational flexibility.  Grid modernization equipment provides the ability to transfer entire sections of circuits (i.e., several hundred customers) between neighboring circuits in the event of an outage, allowing these customers to remain energized.  These reliability benefits are provided irrespective of the number of customers who purchase their own backup generation.  
To avoid these grid modernization investments, each customer would need to purchase their own backup generation. Even then, certain grid modernization investments would still be required for situational awareness purposes to identify faults and to restore service.  This would be necessary to allow customers to come off their backup generation—unless it is sized to support customers’ ability to separate from the electric grid indefinitely.  However, this would require substantially oversizing the backup generation, which is not possible for many customers, particularly those in multi-family dwellings. Indeed, these customers would likely find it difficult to site any backup generation. This approach would therefore penalize customers unable to install backup generation, either due to physical constraints or financial limitations. 
SEIA’s proposal also suggests that DERs can provide additional reliability benefits, including detecting faults on the grid, locating faults on the grid, and sectionalizing circuits to minimize the impacts of faults.[footnoteRef:2] As stated in the joint IOUs response to the SEIA and Tesla proposal related to situational awareness[footnoteRef:3], DER capabilities are insufficient for providing these essential grid services.  [2:  Item 14: Benefits of increased reliability (non-capacity related), SEIA Initial Proposal, page 3]  [3:  Item 13: Data/Situational Awareness Joint IOUs’ Response to SEIA Proposal LNBA Working Group] 

The IOUs’ approaches to grid modernization would be more cost effective than installing back-up generation at every location, and preserves individual customers’ ability to choose whether or not to invest in backup generation.
Back-Up Generation vs. Operational Flexibility
SEIA’s proposal that back-up generation can replace equipment that enables operational flexibility must consider cost effectiveness and customer choice. The IOUs want to enable customers to choose how they receive electrical power such as back-up generation at their location. SEIA states in their proposal that C&I customers may have higher interruption costs compared to residential customers. This is a perfect example of a subset of customers that are more willing to pay for these back-up services while others may not believe it’s worth it. 
If a switch was avoided due to a back-up generation option, in order to provide the same service, all customers that could have been transferred due to that switch would require back up generation at their specific locations. For example, one switch installation can typically enable the transfer of a large number, say 200 customers, to a neighboring circuit in the event of an outage. In order to provide the same service as that switch, all 200 customers would require back-up generation. In addition, a small portion of those customers could be C&I while the vast majority is residential. Most likely there will be differing customer desires and abilities to install back-up generation at their location both related to equipment and cost especially when comparing the cost of a switch versus 200 back-up generation installations of varying sizes. 
Reliability Investment Locations
SEIA states that “However, while the benefits of improved reliability are disproportionately realized by a relatively small number of customers, utility investments in Fault Location and Service Restoration, automated switching, and other distribution automation investments are socialized.  At the same time, these investments are unlikely to be made in areas with low population density, but likely high risk for outages; this is a situation which could be aptly addressed by DERs either within a microgrid or as stand-alone resources.”[footnoteRef:4]  [4:  Item 14: Benefits of Increased reliability (non-capacity related) SEIA Initial Proposal p. 2] 

SEIA makes the assumption that, since a certain subset of customers place higher value on reliability, those customers are the primary beneficiary from socialized investments in reliability.[footnoteRef:5] This is precisely the skewed result that would occur if faulty assumptions of DERs’ ability to avoid any reliability investment give rise to some incremental incentive that is paid by IOU customers generally and given to individual customers for investing in their own reliability. [5:  “…some customers (such as large C&I customers manufacturing goods) having much higher interruption costs… while the benefits of improved reliability are disproportionately realized by a relatively small number of customers, utility investments in [reliability] are socialized.” Item 14: Benefits of increased reliability (non-capacity related), SEIA Initial Proposal, page 1] 

In reality, IOUs gather detailed reliability data to display areas that would benefit from these types of investments. SEIA also claims, without basis, that utilities are unlikely to invest in areas at high risk for outages, but with low population density.  This is not accurate. If an area displays the need for reliability investments, detailed engineering analysis is performed in order to understand how reliability can be increased, including consideration of a microgrid solution. In addition, the outage risk of any region depends on many factors, including population density, weather, equipment location, equipment age, animal population, and amount of sectionalizing equipment/fault indicators all play a part in how high risk an area is to experience outages. 
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