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Conger, Wagner, Lovell

Exhibit: 
SN-03-E-BPA-07, Testimony of Conger, Wagner, Lovell, p. 4, ln. 3.

Please provide any data, analysis, documentation or related materials regarding the decision to future market price uncertainty.   We are particularly interested in whether BPA considered the potential that future prices could be as volatile as those experienced in 2000-2001.

Please explain your answer and provide all relevant documentation and analyses, including email and other correspondence.

Response:

Using AURORA, BPA models market volatility in the future.  In the risk runs, BPA does forecast very high and low prices under certain conditions. (In fact, the AURORA runs reflect that it is possible, at a small probability, for monthly electricity prices to be in the $100/MWh to $300/MWh range (See SN-03-E-BPA-01, Pages 4-13 and 4-14)).  Furthermore, there have been some changes to the market that may alleviate the extreme prices we saw in 2000 and 2001. First, FERC has implemented a $250/MWh west wide price cap.  BPA is forecasting that the price cap will stay in place throughout the rate period.  Second, the amount of load in the PNW has decreased dramatically (mostly due to the DSIs) which results in a decrease of roughly 3000 aMW of load.  Also, new generation has been added in the WECC and PNW since 2000 - 2001. The addition of resources and decrease in loads has resulted in a much improved load and resource balance compared to the 2000 - 2001 period.  This improved load and resource balance condition substantially reduces the risk of market prices in FY 2003 – FY 2006 being as high and volatile as in 2000 - 2001.
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