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Supported by state laws and policies, more 
Californians are choosing to install local energy 
systems that allow them to generate their own 
electricity. These types of systems are known as 
distributed generation (DG). The growth of this 
segment has been rapid: Solar systems have been 
installed on the roofs of more than 1 million California 
homes as of September 2019.

It’s important to acknowledge that DG is one among 
a number of options enabling communities to 
make progress toward the state’s climate goals. It’s 
also vital that California’s publicly owned electric 
utilities (POUs) — with electric rates that are 15 
percent lower on average and power outages that 
are 67 percent shorter than private utilities — are 
empowered with the necessary tools to provide safe, 
sustainable, affordable and reliable electricity. These 
should include interconnection rules and the ability 
to design electric rates that accurately reflect costs. 

Interconnection Rules Support DG Deployment, 
Help Maintain Electric Safety and Reliability, and 
Promote Worker Safety

POUs have transparent rules that provide customers 
with a clear set of reasonable standards and 
certainty in the timing and details of how the 
interconnection process works. In many cases, a 
POU has the ability to fast-track an interconnection 
application for standard installations, like rooftop 
solar systems. 

In addition to providing a clear set of consistent 
guidelines to customers and ensuring a timely 
process, interconnection rules are essential for 
ensuring that DG systems are connected to the grid 
safely while also maintaing electric reliability. This 
is important because most DG systems generate 
electricity intermittently, and customers still receive 
electric service from the POU. Interconnection 
rules ensure DG systems and a POU’s grid are 
synchronized to ensure electric reliability for the 
customer.

After receiving a DG application, a POU reviews the 
design of the system to ensure it meets minimum 
engineering standards and has protective functions 

so it can safely operate in parallel with the POU-
maintained electric grid. This review process may 
include ensuring that the customer’s system has a 
means for disconnecting if it trips, and that the DG 
system maintains an appropriate voltage operating 
range and operating frequency. 

Interconnection rules also have a critical role in 
ensuring safety for POU workers performing work 
on utility equipment, such as power lines. DG 
systems not only produce power for consumption 
by the customer, but the electricity also flows to the 
electric grid. By ensuring DG systems can disconnect 
from the POU’s grid, the rules help guard against 
dangerous situations for workers.

Designing Electric Rates That Reflect Costs

Pursuant to the State Constitution, POU electric 
rates cannot exceed the reasonable cost of 
providing service. POUs factor in infrastructure 
costs, as well as fixed costs associated with reducing 
carbon emissions, enhancing wildfire mitigation, 
purchasing insurance and supporting transportation 
electrification. All these costs remain constant even 
as customers seek to generate more of their own 
electricity. When customers install a DG system, they 
may avoid paying for these fixed costs. 
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Integrating Microgrids

A microgrid is an interconnected set of DG 
resources — such as solar and batteries, 
but also often fossil fuel generators — that 
may be capable of islanding and operating 
independently from the utility-scale grid with 
the goal of enhancing customer resiliency 
during a power outage. SB 1339 (Stern, 2018) 
requires POUs to establish a standardized 
process for the interconnection of customer-
supported microgrids. Microgrids can also be 
owned and operated by a utility. Microgrids, 
like DG generally, may be a useful option in 
certain cases and it’s important to maintain 
local control to best make those decisions.
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At the same time, not all customers are able to, 
or want to, generate their own electricity. These 
customers should not be put in a position of 
supporting a disproportionate share of the costs 
of the electric grid that everyone benefits from, 
including customers who generate their own 
electricity. It is important that POUs maintain local 
control to consider rates and tariffs that ensure 
both electricity generating and non-generating 
customers are treated fairly, and that one group is 
not subsidizing the other.

DG Is One Among a Suite of Options to Meet 
Climate Goals

The state of California has established strong climate 
goals, including a Renewables Portfolio Standard of 
60 percent by 2030 and reductions in greenhouse 
gases (GHGs) across all economic sectors and 
clean DG systems are one among a suite of options 
focused on reducing GHGs from the electric sector. 
POUs are also actively pursuing other viable 
strategies, including procuring large-scale renewable 
energy, implementing energy efficiency programs 
and promoting transportation electrification. 
Preserving and promoting local control to determine 
the best approach to reducing GHG emissions will 
help ensure a sustainable, reliable and affordable 
electric grid.


