Topic 7: Incorporate (Forecasting) Uncertainty Metric in LNBA Tool for Planned Deferrable Projects
Joint IOUs’ Initial Proposal 
LNBA Working Group

Note: in the June 7 ACR, Item 7 states: “Incorporate a (forecasting uncertainty metric in LNBA tool for planned deferrable projects.” “Requires coordination with development of deferral screening criteria under development in the DRP Track 3 Sub-track 3.”
Summary of Recommendations
1. All potentially deferrable projects that are a product of the IOU distribution planning process that pass the technical and timing deferral screens provided in the DIDF Energy Division Staff proposal will be evaluated in LNBA (pursuant to a final DRP Track 3 Sub-track 3 decision). 
· The technical screen is based services DERs can provide identified in the IDER OIR
· The timing screen is based on the amount of time required for DERs to be deployed before the need date given existing procurement and interconnection processes and timelines. 
2. Uncertainty metric is qualitative and will be utilized as one of the metrics to select the potentially deferrable projects that will be included in a future RFO for DER products/services
· IOUs will develop a process to rate DER deferrable projects’ certainty in order to inform selection of projects to move forward to RFO with the greatest chance to be successfully deferred by DER.
3. IOUs will display a qualitative certainty metric rating for all projects included in the LNBA maps illustrating low, medium, and high certainty of the need staying in the year in which it’s currently forecasted.

Introduction and Background
Currently the LNBA tool does not incorporate forecast uncertainty within the distribution need calculations or in the output calculations of the tool. Incorporating an uncertainty metric within the LNBA tool was a non-consensus item in the LNBA working group final report. The LNBA long term refinements working group will discuss how the deferral framework within DRP Track 3 addresses uncertainty and/or how such a value could be included in the LNBA tool and represented on a heat map.[footnoteRef:1] The Assigned Commissioners Ruling on the Track 1 long term refinements identified this topic as a second tier item that is to be discussed after higher priority tier 1 topics.[footnoteRef:2] At the third long term refinement LNBA working group meeting held on September 19, 2017, the joint IOUs presented to the greater working group the recommendations for project certainty to be used as one of the prioritization metrics to select potentially deferrable projects to be included in an RFO for DER products/services and a qualitative certainty metric would be included on the LNBA maps. This aligns with the current expectations of DRP Track 3 Sub-Track 3 and meets the goals of the long term refinement item 7 - Incorporate (forecasting) uncertainty metric in LNBA tool for planned deferrable projects in the Assigned Commissioner’s Ruling dated June 7, 2017. [1:  “Locational Net Benefits Analysis Working Group – Long Term Refinement Topics Scoping Document,” More Than Smart, pg. 6.]  [2:  “Assigned Commissioner’s Ruling Setting Scope and Schedule for Continued Long Term Refinement Discussions Pertaining to the Integration Capacity Analysis and Locational Net Benefits Analysis in Track One of the Distribution Resources Plan Proceeding,” June 6, 2017, pg. 13.] 


Discussion
The “certainty” or “uncertainty” metric referenced in this topic relates specifically to forecasting and more precisely to the year in which a projected distribution need is forecasted to occur. Certainty in this context is not related to the feasibility of DERs successfully meeting the identified distribution need. The certainty metric should be used as one of the prioritization variables to select deferrable projects to move to RFO for DER procurement but should not be used to further screen out or remove projects that would otherwise be included in the LNBA. In this way, the LNBA will not be limited to the select number of projects in which DERs are actively being procured to defer. Projects that pass the existing assumed technical screen, based on services identified in the IDER OIR: Capacity, Volt/VAR, Reliability (Back-Tie), Resiliency (Microgrid), and the timing screen: the length of time to procure and install DER, will be included in the LNBA tool. If the screens are modified or expanded in future decisions the inclusion of projects within the LNBA would reflect those changes. 

The total set of projects included in the LNBA will then be further prioritized for selection to be incorporated in a future RFO for DER products/services. A certainty metric will be applied within the prioritization process that will further screen out non desirable candidates for deferral. Certainty is a qualitative metric that relatives to the timing of the distribution need and load growth or generation project that is driving the need. Since forecasts are inherently uncertain, as forecasts look further into the future, distribution needs closer to present day are more certain and would be prioritized higher to be selected for RFO purposes. In addition, as customers become closer to completing construction (e.g., new building, solar farm) formal interconnection requests are received indicating those customers intend to actually connect and utilize the distribution system. Combining these qualitative assessments with how persistent and significant the capacity limits are exceeded in multiple planning cycle iterations allows the IOUs to make an assessment on how likely a distribution need is to occur in the year forecasted.  The IOUs will utilize these metrics to rate the potentially deferrable projects to then move to the RFO process and also be reflected in the LNBA maps. 

[bookmark: _GoBack]The working group seemed to have consensus that the IOU proposals for application of the certainty metric is appropriate for the heat map use case and the distribution infrastructure deferral framework (DIDF) use case stated in the recent Track 1 LNBA and ICA short term issues Decision. However, consensus was not reached regarding how uncertainty of a traditional project can be further incorporated into the LNBA calculation. Certainty should not be incorporated into the LNBA calculation and only be used to prioritize which projects are selected for potential deferral through procurement of DER services. Distribution projects are developed by analyzing a forecast and comparing against equipment limitations. That being the case, the forecast used for distribution planning purposes should be as certain as possible to which distribution projects are created.  
The third use case as part of the recent Track 1 Decision on LNBA and ICA short term issues indicates future iterations to the LNBA tool will be required to develop location-specific avoided T&D costs for input into the DERAC.[footnoteRef:3] The Decision further explains expectations for the third use case referencing the need for IOUs to calculate the probability of unanticipated T&D projects up to a 30-year window and the necessity to determine grid needs and planned projects absent of the anticipated “autonomous growth” of DERs. [footnoteRef:4] The Decision then illustrates the need for these types of analysis to enable DERAC to accurately inform DER tariffs and programs.[footnoteRef:5] Concerns from the working group identified that if the LNBA will begin to inform DER tariffs and programs, that an uncertainty metric should be incorporated into the LNBA calculation.  Ordering paragraph 15 requires the IOUs to file a proposal within 60 days containing methodological approaches to achieve the third use case referenced above.[footnoteRef:6]  Ordering paragraph 15 continues to reference the CPUC to solicit further stakeholder input and convene joint workshops to discuss proposals. Further discussion regarding forecast uncertainty metrics being incorporated into the LNBA calculation could be warranted if the CPUC issues a decision requiring the third use case referenced above to be achieved based on the requirements in the decision. If future discussion on forecast uncertainty inclusion in the LNBA calculation is to take place, it should occur during the workshops used to develop the third use case.   [3:  Decision on Track 1 Demonstration Projects A (integration Capacity Analysis) and B (Locational Net Benefits Analysis), Proposed Decision Rev 1,  9/28/2017 pg 46 ]  [4:  IBID. p. 48]  [5:  IBID, p.49]  [6:  IBID, p. 60] 


Conclusion and Next Steps
· LNBA will include all potentially deferrable projects that are output from the Distribution Planning Process 
· IOUs will display the qualitative certainty metric (low, medium, high) as an additional LNBA map layer
· Certainty will be applied as one of the prioritization metrics utilized to select the best project to move forward to the RFO process to procure DER for products/services
· Further discussion regarding the incorporation of forecast uncertainty within the LNBA calculation could be warranted. The third use case directs further iterations of the LNBA tool for input into DERAC to inform future tariffs and programs, for which IOUs would submit a proposal. Future discussions on this subject should take place in workshops driven by the Track 1 ICA and LNBA Short term issues decision.  
