
UNITED STATES OF AMERICA 

FEDERAL ENERGY REGULATORY COMMISSION 

 

Grid Reliability and Resilience Pricing ) 

 

Docket No. RM18-1 

 

 

COMMENTS OF TESLA, INC. IN RESPONSE TO THE NOTICE INVITING 

COMMENTS 

October 23, 2017 

Tesla, Inc. (“Tesla”) thanks the Commission for the opportunity to comment on the Secretary of 

Energy’s proposed rule for final action (“Proposal”) regarding grid reliability and resilience 

pricing.   

Tesla believes that ensuring reliable and resilient electric service to consumers is of paramount 

importance.  For this reason, Tesla’s work in the electric sector focuses on using energy storage 

and distributed energy resources to provide customers with clean, reliable, and resilient power 

when the grid is operating normally and especially when the grid is down.  Tesla has worked to 

provide energy storage, from residential to grid scale, to customers around the world.  Tesla also 

pairs energy storage with solar photovoltaics (“PV”) to form microgrids in order to provide 

customers with clean, reliable, and resilient
1
 power, even when the transmission and distribution 

grids are completely down. 

Based on the ability of energy storage and distributed energy resources to contribute to reliability 

and especially resiliency, Tesla urges the Commission to dismiss the Proposal, which completely 

excludes the benefits of energy storage and distributed energy resources, which can be co-located 

with load in order to provide power even when the transmission and distribution grids are 

completely demolished;  which can island to provide power to additional loads; and whose fuel 

                                                           
1
 While the terms reliable and resilient are not clearly defined in the Proposal, for simplicity Tesla will refer here to 

Merriam-Webster definitions:  Reliable- dependable, giving the same result on successive trials; and Resilient- 

tending to recover from or adjust easily to misfortune or change. 
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supply requires no transportation whatsoever.  These attributes, which centralized generators 

lack entirely, give onsite storage an unparalleled ability to support the Secretary’s goals of 

reliability and resiliency.  

Instead, Tesla recommends that the Commission reprioritize its existing efforts to improve the 

ability of energy storage and distributed energy resources to participate in wholesale markets and 

provide these valuable benefits, such as the Energy Storage and Distributed Energy Resource 

NOPR,
2
 as well as price formation efforts to improve signals to all resources to provide needed 

grid services.  These initiatives will have the greatest impact on the reliability and resiliency of 

the grid and ultimately provide the greatest benefit to end users. To the extent that the 

Commission does want to pursue broader market reforms to support reliability and resiliency, 

Tesla recommends that the Commission focus on defining the attributes required to support the 

grid and developing new, technology-neutral market products to ensure sufficient levels of those 

attributes. 

I. Introduction 
Tesla is an American manufacturer of advanced electric vehicles and battery energy storage 

systems.  While best known for its vehicles, Tesla also utilizes the battery expertise and 

production capacity developed for its vehicles to make innovative, cost-effective energy storage 

systems for use in homes, commercial buildings, and on the bulk electric system.  With over 7.5 

gigawatt-hours (“GWh”) of total energy storage produced and deployed in vehicles and 300 

megawatt-hours (“MWh”) of stationary energy storage systems installed and operating, Tesla has 

extensive experience in both manufacturing and deploying commercial energy storage systems 

for use on the electric grid.   

In 2016, Tesla acquired SolarCity Corporation- a full service solar power provider, which has 

installed solar energy systems for over 300,000 customers nationwide. 

                                                           
2
 Notice of Proposed Rulemaking, Electric Storage Participation in Markets Operated by Regional Transmission 

Organizations and Independent System Operators, 157 FERC ¶ 61,121 (2017).   
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II. Energy Storage and Distributed Energy Resources Contribute to Reliability and 

Resiliency 

Energy storage and distributed energy resources can contribute significantly to reliability and 

resiliency.  When the grid is functioning, these resources provide valuable energy and ancillary 

services to end users and to the grid.   

When the grid is down, distributed energy storage can continue to provide power to end users, 

without any interruption to the customers’ service.  When combined with distributed generation, 

energy storage can continue to provide power to customers for days or weeks.  Because these 

resources are located at or near the customer’s site, they can continue to serve load even when 

transmission and distribution lines are down. 

In the following few sections, Tesla provides background on a number of operational projects – 

both utility-scale as well as customers-sited – that exemplify some of the ways in which energy 

storage and solar provide substantive reliability and resiliency benefits. 

A. Ta’u Island Entirely Renewable Grid 
Until this year, the  island  of  Ta’u  in  American  Samoa  relied  on  diesel  generators  to  

supply  all  of  its  electricity.  Diesel  was  shipped  in  at  a  considerable  cost  and  from  great  

distances.  By relying on sometimes intermittent shipments of diesel, the island faced outages 

and rationing of electricity. However, Tesla’s recently installed 1.4 MW solar array and 0.75 

MW / 6 MWh Powerpack battery storage system now powers the entire island and provides 

energy security to the nearly 600 residents of Ta’u. The microgrid has enough battery storage 

capacity to keep the island fully powered for three days without sunlight. 

The Ta’u project demonstrates that renewable generation and storage is technically capable of 

entirely replacing the need for any “baseload” conventional generation on the grid. It proves that 

baseload generation is not a fundamental necessity of a reliable, resilient grid – it is just one of a 

number of options for offering reliable electricity. 
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B. Southern California Edison Energy Storage Peaker Plant 
In response to the Aliso Canyon natural gas storage facility leak and the associated potential for 

grid outages, Southern California Edison undertook  an  accelerated  procurement  for  utility-

scale  storage  solutions  that  could  be  operational by December 31, 2016. Through a 

competitive bidding process, Tesla was selected to provide a 20 MW / 80 MWh Powerpack 

system at Southern California Edison’s Mira Loma substation. Tesla successfully installed the 

system in only three months, far quicker than traditional generation can be developed, even in 

emergency situations. 

Southern California Edison owns and operates the Powerpack system, which offsets four hours 

of peak electricity demand thus reducing the need to rely on the region’s now-fragile natural gas 

infrastructure during peak times.  The Powerpack storage system also provides ancillary services, 

as procured through competitive wholesale markets, to support reliability in the region. By 

taking advantage of the multiple value streams that energy storage systems provide, projects like 

the Southern California Edison’s Mira Loma battery project can be cost-competitive with 

conventional generation.  
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C. Kauai Island Utility Cooperative Solar Plus Storage Peaker Plant 
Earlier this year, Tesla commissioned a utility-scale solar and battery energy storage system that 

supplies firm power to Kauai Island Utility Cooperative (KIUC) during the daytime, while also 

shifting the solar energy generation from the mid-day to the evening peak load hours. The 

resource, which includes 13 MW of ground-mounted solar and 13 MW / 52 MWh of lithium-ion 

battery energy storage, is a competitively-procured resource providing dispatchable electricity to 

the local grid. Such a project demonstrates that intermittent renewable resources, like solar and 

wind, can be firmed with energy storage to provide firm renewable energy, while also improving 

the efficiency of other thermal generators on-island. Similar to Tesla’s Ta’u project, the Kauai 

Island solar plus storage project upends the notion that conventional generation is necessary for 

obtaining dispatchable, reliable electricity – and in fact, KIUC is a testament to the ability for 

firm renewable power plants to actually displace conventional generation in a real-world setting.    

             



Comments of Tesla, Inc.  Docket No. RM18-1-000 

6 
 

D. Customer-Sited Solar Plus Storage Microgrids 
Customer-sited solar and storage microgrids, which Tesla is installing throughout the world at 

individual customers’ homes, also offer customers resiliency in the form of back-up power when 

the grid is down. When there’s a grid outage, Tesla’s Powerwall battery systems paired with 

solar systems immediately create an island at customers’ homes so that they can operate 

important loads indefinitely, as the solar panels recharge the batteries daily. For example, 

numerous Tesla Powerwall customers in Florida were able to maintain power at their homes 

throughout the grid outages that occurred recently during Hurricane Irma.
3
  

 

Similar solar and storage microgrids can be developed at critical facilities, such as hospitals and 

community centers, to provide resilient electric infrastructure that supports continued operations 

even when there’s extreme damage to transmission, distribution, and central-station generation, 

as occurred recently in Puerto Rico due to Hurricane Maria.  

III. Secretary of Energy’s Proposal 

Despite the array of reliability and resiliency benefits of energy storage and distributed energy 

resource described in the examples above, the Secretary of Energy’s Proposal focuses on only a 

single attribute of generators: having a 90-day fuel supply on site.  While not detailed, the 

Proposal ultimately appears to suggest that the Commission 1) establish a new category of 

                                                           
3
 See “During Irma’s Power Outages, Some Houses Kept the Lights on with Solar and Batteries,” Fast Company, 

September 13, 2017, https://www.fastcompany.com/40467003/during-irmas-power-outages-some-houses-kept-the-

lights-on-with-solar-and-batteries.  

https://www.fastcompany.com/40467003/during-irmas-power-outages-some-houses-kept-the-lights-on-with-solar-and-batteries
https://www.fastcompany.com/40467003/during-irmas-power-outages-some-houses-kept-the-lights-on-with-solar-and-batteries
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generators that have a 90-day fuel supply on site called “grid reliability and resiliency resources” 

and 2) require RTOs/ISOs to establish a “reliability and resiliency rate” that would recover the 

full costs and return on equity for those generators.  

The Proposal would significantly impair the ability of all capable resources to provide reliability 

and resiliency services and goes against good market design in two major ways: 

1. The Proposal is Not Resource Neutral:  The Proposal fails to identify a specific service 

needed, and instead pre-determines specific resource-types. 

2. The Proposal is Not Competitive:  The Proposal fails to reward the most valuable 

resources by allowing them to compete to provide services and combine the most revenue 

streams, and instead provides one combined payment for some resources, regardless of 

their ability to provide each service compared with other resources. 

A. The Proposal Is Not Resource Neutral  

The Federal Power Act charges the Commission with establishing “just and reasonable rates” in 

wholesale electric markets.  In order to ensure just and reasonable rates, markets must allow all 

able resource types to compete to provide a specific service needed to support the grid.  

Allowing all resource types to compete ensures that the most cost-effective resource is selected, 

regardless of changing technologies and prices.  This ensures the best outcome for the end-users 

who must ultimately pay for the grid.  The Proposal however, pre-determines the specific 

resources that will receive payments and does not clarify how those resources would be used. 

By failing to clearly identify a service needed by the grid, the Proposal leaves to chance that its 

implementation would actually improve the reliability or resiliency of the grid.  The Proposal 

also preempts the opportunity to identify what services or attributes would in fact contribute to 

improved reliability and resiliency. 

By pre-determining the type of resource that will receive payments, the Proposal excludes other 

resources that could make significant contributions to reliability and resiliency.  For example, 

while energy storage and distributed energy resources can contribute significantly to reliability 

and resiliency, as discussed above, energy storage resources do not have 90 days’ worth of 

electrons store on site nor do solar PV systems have stored 90 days of sun.   
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The Proposal excludes many resources and attributes that can greatly improve reliability and 

resiliency, causing end-users to lose out on the potential benefits of improvements in technology 

and costs, likely resulting in rates that are unjust and unreasonable and unnecessarily high costs 

for end-users.  Such a tariff may also be unduly discriminatory and preferential, and thus 

offensive to one of the essential principles that FERC is entrusted to protect, insofar as it 

provides significantly different treatment for resources that may not provide any additional 

benefit to the grid. 

B. The Proposal Is Not Competitive 

The Proposal does not necessarily award the highest level of compensation to the highest value 

resources because it combines the potential revenue streams for “grid reliability and resiliency 

resources” into a single payment based on the cost of the resource instead of the value provided.  

In current markets, resources that are able to provide multiple benefits to the grid are able to 

recover additional revenue, allowing the most beneficial resources to be most highly 

compensated.  However, the Proposal would ensure that the full costs of “grid reliability and 

resiliency resources” are recovered even if those resources are not providing the greatest value to 

the grid.   

The Proposal would ultimately cause “grid reliability and resiliency resources” to push more 

valuable resources out of the market. 

IV. The Commission Has an Extensive Record Is Already Undergoing Efforts to 

Address Reliability and Resiliency  

The Commission has already established an extensive record regarding the ability of markets to 

support and retain resources that contribute to reliability through numerous technical 

conferences, public comments, reports from RTOs/ISOs, and rulings on capacity markets, the 

“Polar Vortex,” generation retirements as a result of rules of the Environmental Protection 

Agency, rule changes to existing markets, and price formation efforts.  Of note, is that the record 

does not in any way support the need for the Commission to 1) make a unilateral requirement 

across all markets or 2) specifically ensure that more generators maintain a 90-day fuel supply on 

site.  In addition, much of this record has been established in recent years, and refers to the same 
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system conditions and other circumstances faced today, giving the Commission no reason to 

depart from its current course, let alone act on the specific issue of on-site fuel supply. 

A. Fuel Assurance Order 

One particularly useful example in which the Commission has already directly addressed the 

Secretary’s concerns is the Commission’s November 20, 2014 Order on Technical Conferences 

(“Fuel Assurance Order”) in which it specifically addressed the issue “fuel assurance,” the term 

it used to describe the broad set of issues that emerged in RTOs/ISOs “with respect to generator 

access to sufficient fuel supplies and the firmness of generator fuel arrangements.”
4
  The Fuel 

Assurance Order responded to issues raised during the Commission’s September 25, technical 

conference on centralized capacity markets in RTOs/ISOs (Capacity Markets Technical 

Conference) and April 1, 2014 technical conference on winter 2013/2014 operations and market 

performance in RTOs/ISOs (Polar Vortex Technical Conference).   

The Capacity Markets Technical Conference was convened specifically to “consider how 

centralized capacity market rules are supporting the procurement and retention of resources 

necessary to meet future reliability and operational needs” and the Commission examined the 

effects of “the evolving mix of resources and changing market conditions” and “the retirement of 

aging generation resources.”
5
  Commenters in both technical conferences questioned whether the 

existing markets sufficiently value fuel assurance in all of the RTOs/ISOs.
6
 

In the Fuel Assurance Order, the Commission addressed potential approaches to resolving any 

fuel assurance issues and pointed out that at one end of the spectrum would lie reform of 

centralized capacity markets paired with performance penalties and on the other end of the 

spectrum would lie a more administrative approach that that specifically requires capacity 

resources have certain fuel arrangements in place,
7
  which could have cost consequences for 

customers.
8
 

                                                           
4
 Order on Technical Conferences, 149 FERC ¶ 61,145, at P 7. 

5
 Id., at P 3. 

6
 Id., at P 6. 

7
Id., at P 15. 

8
 Id., at P16. 



Comments of Tesla, Inc.  Docket No. RM18-1-000 

10 
 

The Commission also noted that shortage pricing measures could provide incentives for 

resources to pursue firmer fuel arrangements, pointing out that “the potential to earn revenues to 

cover their costs and earn a return in a few high prices hours each year provides a strong 

incentive for resources to take steps… to ensure that they are available during those hours.”
9
 

The Commission reasoned that “although there are some common issues affecting all the 

RTOs/ISOs, there are also significant differences in the nature and scope of the fuel assurance 

issues among the RTOs/ISOs” and allowed each RTO/ISO the opportunity to identify the fuel 

assurance issues most relevant to its markets and describe the set of actions that would address 

those issues.
10

 

Finally, the Commission determined that “Fuel assurance is a key to ensuring generator 

performance, which directly contributes to the overall reliability of the grid and just and 

reasonable rates”
 11

 and directed RTOs/ISOs to file reports on the status of fuel assurance and the 

efforts to address any fuel assurance issues.
12

  

V. Conclusion and Next Steps 

Based on negative impacts of the current Proposal, the thoroughness of the existing record, and 

the fact that the Commission and RTOs/ISOs have already directly addressed fuel assurance 

issues, Tesla strongly urges the Commission to dismiss the Proposal and return to existing efforts 

to better integrate energy storage and distributed energy resources into the wholesale markets as 

well as continuing its efforts to improve price formation. 

However, if the Commission does wish to take additional steps related to the Proposal, Tesla 

suggests that first, the Commission take steps to build the record on the definition of resiliency 

and reliability and what grid services and resource attributes make the greatest contribution to 

improving resiliency and reliability.   

                                                           
9
 Id., at P 18. 

10
 Id., at P 19. 

11
 Id., at P 8. 

12
 Id., at P 2. 
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For example, Tesla points out that any discussion of resiliency and reliability should include the 

following resource resources attributes: 

 Co-location with load and the ability to serve load when transmission and/or distribution 

service is not available; 

 Islanding and the ability to serve additional loads when some portion of transmission or 

distribution service is not available; and 

 Fuel sources that require no transportation. 

All of these attributes contribute to both reliability and resiliency significantly, particularly when 

considering the experience of end-users.   

The Commission could then consider whether and how RTOs/ISOs can establish revenue 

streams that incentivize these and other important grid services and resource attributes that 

contribute to reliability and resiliency.   

Tesla again thanks the Commission for the opportunity to comment on the Proposal and the 

important issues of reliability and resiliency.  We look forward to further engagement with the 

Commission as it continues to work to integrate all resources and improve reliability and 

resiliency. 

 

 Respectfully submitted,  

 

 

[Cal Lankton] 

Vice President of Energy Sales & Operations 

Tesla, Inc. 

 

/s/ Betty Watson 

[Betty Watson] 
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Sr. Manager, Policy and Business Development 

Tesla, Inc. 

 (202) 455-4315 

bewatson@tesla.com 

 

/s/ Sarah Van Cleve 

[Sarah Van Cleve] 

Sr. Regulatory and Policy Advocate, Business 

Development 

Tesla, Inc. 

(609) 638-6992 

svancleve@tesla.com 

 

 

October 23, 2017 
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VI. Communications 

All correspondence and communications related to this docket may be addressed to: 

Betty Watson 

Sr. Manager, Policy and Business Development 

Tesla, Inc. 

(202) 455-4315 

bewatson@tesla.com 

 

Sarah Van Cleve 

Sr. Regulatory and Policy Advocate, Business Development 

Tesla, Inc. 

(609) 638-6992 

svancleve@tesla.com 

 

Tom Hutton  

Senior Counsel, Energy Products 

Tesla, Inc. 

(202) 963-3817  

thutton@tesla.com 
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