Thoughts/Questions on Execution of CDEAC Transmission Modeling

Following are my thoughts on the interface between the CDEAC process and the SSG-WI transmission modeling process.  I also raise several questions.

Background

1. The CDEAC has decided to take up SSG-WI’s offer to run some scenarios to determine the transmission needed in the Western Interconnection to move the power resulting from CDEAC’s recommended policies.

2. SSG-WI is completing a reference case for 2015.

3. SSG-WI will contract with ABB to run the production cost model for the CDEAC scenarios.

4. SSG-WI’s Planning Work Group, which is the parent body that developed the 2015 reference case, includes a Transmission SubGroup that identifies the transmission necessary to equalize LMPs the model generates.  The Transmission SubGroup would be available to do the same thing for the CDEAC scenarios.

5. The CDEAC Transmission Task Force has a Western Interconnection Working Group.  There is significant overlap in membership between the Western Interconnection Working Group and the SSG-WI Planning Work Group and SSG-WI Transmission SubGroup.

6. The CDEAC has the ultimate responsibility to develop the scenarios and data inputs necessary to run their scenarios.

7. The CDEAC’s Integration Subcommittee is responsible for agreeing on the scenarios.  The CDEAC’s Task Forces (Clean Coal, Wind, Geothermal, Solar Biomass and Efficiency) have the responsibility for providing the location, size, operating characteristics, and operating and capital costs of their recommended generation, as endorsed by the Integration Subcommittee.  (The SSG-WI Transmission SubGroup will help locate the buses for the CDEAC generation.)

8. The CDEAC Quantitative Work Group is responsible for setting standards and reviewing the economic assumptions of the work of the CDEAC scenarios so that CDEAC can make an apples-to-apples comparison of recommendations from its Task Forces.

Proposed Approach to Modeling

1. SSG-WI will cause a contract to be written and financed with ABB under which ABB will run the CDEAC scenarios on GridView, ABB’s production cost model that is being used to develop the SSG-WI 2015 Reference Case.

2. The proposed contract with ABB, will specify the information that must be supplied to ABB and who ABB interacts with. Below is a chart that shows the proposed organization of the work and interaction with ABB.

3. A key element of the chart is the CDEAC’s interface with ABB and the SSG-WI Transmission Subcommittee (Box 3).  It is proposed that Box 3 consist of two of the three members of the CDEAC Quantitative Work Group, the Designated Technical Representative (a new entity defined in the contract with ABB) who would come from the SSG-WI Planning Work Group, and a representative of the CDEAC Transmission Task Force’s Western Interconnection Work Group.  The parties in Box 3 would be responsible for making sure the CDEAC Task Forces (with the help of the SSG-WI Transmission SubGroup) deliver the information ABB needs to run the model.  The parties in Box 3 would be in the loop as ABB iterates with the SSG-WI Transmission SubGroup.  The parties in Box 3 would also be the link through which ABB would present results to the CDEAC Integration Subcommittee.



It appears (based on my discussion with Dick Watson and an exchange of voice mails with Doug Arent) that, with limitations, two of the three members of the CDEAC Quantification Work Group can help play the role in Box 3.  Doug Arent is available to play the role.  Dick Watson is not available to help out until after October 11.  John Tschirart is unlikely to be available.  The Designated Technical Representative under the ABB contract has not been identified.  There are several possible choices of people for the representative from the CDEAC Transmission Task Force’s Integration Work Group.

Key Analytic Question the CDEAC Has to Resolve

1. Will the CDEAC scenarios be run assuming the recommended incentives?  

a. For ABB’s modeling purposes, this may only be important for the biomass task force.  I assume wind, solar, and geothermal generation (along with hydro) will be dispatched first by the model because of the low operating cost.  However, that is not true of biomass.  Should the biomass operating costs used in transmission modeling assume a production tax credit?  (Even through wind also gets the PTC, I don’t think this is an important decision for wind since wind has near zero operating cost, unlike biomass, and will be dispatched first.  I also don’t think the decision of whether to include incentives for the assumed clean coal generation is important because clean coal doesn’t get a production tax credit.  All the clean coal incentives are designed to reduce the capital cost. Is this logic right?
i. DJA Comments:  Providing the proposed biomass generation qualifies for the PTC, the PTC should be applied to the operating costs.
ii. Yes, as far as I can tell, the proposed incentives for clean coal are oriented toward reducing capital (or risk).  One “could” proxy some of this into operating costs, but I don’t see a need to do so.   Also, there is political ‘hot potatoe” here re Carbon costs (which are operating)….but according to the coal group, they were discussing running two scenarios, with and without C costs.  Where does that stand? 
b. The modeling will generate the total system-wide operating cost in the Western Interconnection.  The next step in trying to decide if the assumed new transmission is economic is to compare the operating cost savings with the capital investment in generation and transmission needed to achieve the operating cost savings.  This step, which is done outside the model and is not ABB’s responsibility, is done by annualizing the capital cost of the generation and transmission additions.  The question for the CDEAC is whether to include the recommended incentives for the assumed clean and diversified generation in the calculation of the capital cost.  The Quantitative Work Group needs to figure out if and how this could be done, and then the Integration Subcommittee needs to decide whether to do it.

i. DJA Comment:  I think we need to be very clear what the transmission modeling does and doesn’t do, and how the results are intended to “help inform decisions”.  
1. e.g. the Dispatch model is based on operating costs, not LCOE.  The output gives a sense “least cost operating” and thus transmission needs, but not investment/incentives, etc. e.g. IT IS ONLY ONE INPUT INTO A COMPLEX DECISION. 
2. investment “decisions” and/or the consideration of incentives is most often informed by LCOE and other factors, not operating costs. 
3. I suggest two cases:
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� Members of the CDEAC Transmission Task Force’s Western Interconnection Team are:  Dean Perry, Ron Kondziolka, Chris Reese, Steve Dayney, Bill Pascoe, Iain Kinnis, Grace Anderson, Roger Hamilton, Jeff Miller.





