Grid West Risk/Reward Meeting

2 June 2005

Items for the agenda include:
 
· Issue #1. Regulating reserves. Analytical approach and preliminary results. 

· Janelle will discuss the current status of the BPA analysis 

· Also see paper posted at www.gridwest.org/Doc/RnR_Drafts/01_Regulating_Reserves.doc 

· Whitepaper Review (continued from prior meeting) 

· #4 New Transmission Construction see www.gridwest.org/Doc/RnR_Drafts/04_NewTX_Construction_LT_Queues_Apr11.doc 

· #6 Rate and Administrative Pancaking see www.gridwest.org/Doc/RnR_Drafts/06_Pancaking-2 TF_LLP_kg_LN.doc 

· Other 

· Reformatting report—Janelle

· CCA Benefits/Costs update

· Massoud on spread analysis

Introductions

By Phone: Terry Morland, LouAnn Westerfield, Jim Jennings
Present in Room: Kurt Conger, Ray Bliven, Kurt Granat, Massoud Jourabchi, Tom Foley, Rich Bayless, Janelle Schmidt, Linc Wolverton
Regulating Reserves—Janelle
Updated earlier Warren McReynolds analysis of combining control areas for regulating frequency. Diversity effect is to proportionally reduce the amount of variance in load. 
LW: while combining diversity, also “changing the rules”. NERC CPS1/CPS2

JS: Reviewed spreadsheet. Values are in MW of capacity. Capacity valued at $4/kW to $6/kW. Places value for the CCA between $3.56 M and $7.97M. This compares with the McReynolds adjusted value of $10.5 M.
RB: The number of utilities that consolidate affects the aggregated amount of benefits.

TF: Are there additional benefits from transmission reserved and losses? Less transmission would need to be reserved. But it is not clear whether losses would be reduced since it is dependent on which generators participate relative to load locations.

LW: a 75 MW reduction on a 20,000 MW base system seems minimal.

KG: The number may be larger if more control areas participate and 75 MW capacity is not insignificant. The write up points out that BPA holds 250 MW capacity for reg/load following—enough to regulate the whole CCA by these calculations.

KG: it needs to be pointed out that under current reliability standards, over producing during a low frequency situation is good control performance, but it will cost the supplier energy which would be paid back as inadvertent energy. Under Grid West, the supplier would be compensated at the clearing price.

JS: would the 10 minute values or 60 minute values be used. Would depend on the rate of load change. For example, a 60 minute average would be used during morning load pickup up. TSLG is discussing this.

RB: There may be a sensitivity to the amount of water. Low water increases the available capacity while reducing energy. Need to consider the marginal cost of capacity.

Format of Discussion in Final Report
Janelle’s matrix of Quant versus Qualified impacts. 

Section A. suggested that section also include Load Following. New section title: Regulating Reserves and Load Following.

Value of Independence. Can be discussed qualitatively and included within the introduction and each section to the extent that it is important.
Market Monitoring. Value in deterrence. Effectiveness comparisons.

Section D. Contingency reserves discussion. Look at Henwood report to see where their $73 M benefit came from.

Janelle suggests that we adopt the new structure and begin writing to the combined topics. Get comments back to Janelle on the structure.
Lunch
Rate Pancaking Discussion

Basic issues.

Agreement on baseline. Comparison of LT with ST/NF. PTP firm sheltering (non-firm) and redirect (firm).
Grid West approach. To what extent is pancaking being relieved by GW?

ST under unconstrained conditions, no pancaking.

Existing pancakes may cause TCHs to ask for a higher price since they paid more than the pool of purchasers’ unpancaked price.

Henwood claimed that virtually all transactions were sheltered by firm rights.

Janelle will revisit the TCA and Henwood treatment of rate pancakes.

Pricing discussion affects how the GW approach impacts new LTF service.

Preliminary GridView results show that the difference between optimized base and optimized unpancaked cases may be $30 M. The optimized basecase assumption needs to be tempered by derating to reflect that reservation and scheduling practices currently do not capture the full capability of the system.

GridView, Energy 20/20, look at ST/NF revenues, Henwood is the low number, TCA is high.

Tom Foley: “all models are wrong, but some are useful.”

Kurt Granat will contribute some GridView analysis with description of refinements that will result from SSG-WI. The results can be compared with other analyses. Particular attention should be included to qualify the merits of each model.

Analytical Issues. A number of suggestions were made for fleshing out discussions in each of these sections. The last item, modeling, needs to point out that every effort to date has included assumptions that do not accurately reflect the current contract path approach.
Is there potential for a “loss game”? If existing contract includes a 4% loss provision, but can be bought back with a 1% GW loss factor, could the customer release the right for reconfiguration and buy it back and get the lower loss factor?

Massoud J on Price Spread Analysis

 Rich: Studying the efficiency of the existing system of bilateral trading considering reservation and scheduling impediments. Looking at hub price spreads and correlate with schedule and actual flow data. Testing whether price spreads exceed transmission cost and if congestion exists. Carol may be working with Powerex on similar studies.
Massoud. Looking at schedules and actual flows using WECC data for 2003 and 2004. Hour by hour comparisons. Market prices from Dow Jones and PowerDex. Looked at price difference and flow between hubs. Quite a few hours where the spreads are larger than wheeling charge plus losses in the absence of congestion. Spreads can vary depending on data source. Also looking into using ICE. There may be economic transactions that could occur. Could also look at next day if that would be useful.

Rich. PowerWorld studies indicate that schedules do not relate closely to flowgate limits. Question is whether existing structures capture all of the efficiencies. Models tend to assume that the basecase uses perfect information.
LW: Oregon PUC had problems with PowerDex. MJ: using several sources. KC: could use FERC EQR.

JS: Isn’t the fact that this information is so lacking part of the issue? Describe the efforts needed to obtain the information.

Analysis ties into Section B on Redispatch Efficiencies.
Is there a record of schedule rejections? OASIS requests denied? SSG-WI would like to look at this, but the data is not

Issue #4. New Transmission Construction.

Contingent upon planning and expansion provisions in Pricing Group proposal.

Reliability

MJ is looking at issue using LBL study 

JS has interviewed BPA experts to develop material on reliability impacts.

Cost Netting and Transition Costs
From operational startup to some point in the future.

Will there be savings or additional costs for organizations that participate in Grid West? Who is addressing this issue?

Would the existing control areas need to upgrade facilities if Grid West is not formed?

Refer question to Steve Walton.

Deadlines.

August 1 – September 1. BPA process

Clarifications will be responded to by August 1

Seminar. July 20 – 21
Draft paper, overview matrix and Powerpoints for seminar. July 17th posting to RRG.
By July 1, need to see all drafts and analysis, however preliminary.
