Risk Reward Study Group

Meeting #12 – Facilitator’s Notes

May 5, 2005 

1-5 PM

Notice

These facilitator’s meeting notes have been prepared for the personal use of the participants in the Risk Reward Study Group (Rn’R Group).  These notes do not necessarily represent the position of any individual participant or the position of the group as a whole.  Because different views and positions may be developed in subsequent discussions, these notes are provided solely for informational purposes and to communicate the general nature of the discussion.

Attendance

	Member
	On Site
	By Phone
	Absent

	Ray Bliven (DSIs)
	X
	
	

	Stefan Brown (OPUC)
	
	
	X

	Dick Byers (WUTC) 
	
	
	X

	Kurt Conger (Grid West Coordinating Team)
	X
	
	

	Pete Craven (PacifiCorp)
	
	
	X

	Tom DeBoer (PSE) 
	
	
	X

	Chris Elliott (Grid West Coordinating Team) 
	
	
	X

	Tom Foley (Renewable Resources Community) 
	X
	
	

	Jim Hicks (PacifiCorp) 
	
	
	X

	Dave Hoff (PSE) 
	
	
	X

	Bob Kahn (NIPPC)
	
	
	X

	Bud Krogh (Grid West Coordinating Team) 
	
	
	X

	Larry Nordell (MT)
	
	
	X

	Mike McMahon (Snohomish PUD)
	
	
	X

	Terry Morlan (NWPCC) 
	
	X
	

	Kevin O’Meara (PPC) 
	
	
	X

	Carol Opatrny (BCTC)  - Co-Lead
	X
	
	

	Lon Peters (PGP)
	
	
	X

	Ken Petersen (Idaho Power Company)
	
	
	X

	Janelle Schmidt (BPA)  - Co-Lead
	X
	
	

	Marilynn Semro (SCL) 
	
	
	X

	Vito Stagliano (Calpine) 
	
	
	X

	Lou Ann Westerfield (IPUC) 
	
	X
	

	Linc Wolverton (ICNU) 
	X 
	
	


Guests/Replacements:


Rich Bayless (PacifiCorp) 

Kurt Granat (PacifiCorp)

Paul Johnson (PacifiCorp)

Jim Jennings - SnoPUD

Handouts:

“Grid West Risk Reward Group Papers for Reference and Review”

Grid View Test Runs – printed 5/5/05
Topics of Discussion

1. Whitepaper Development Status and Review
Kurt Conger presented his document “Grid West Risk Reward Group Papers for Reference and Review”.  This is the reference document that will allow RnR members to access and comment on the various RnR white papers.  The following comments were made:

a) Kurt will update this document on an as-needed basis.  
b) Kurt will add names of the people primarily responsible for each white paper to the overview paper.

c) All white paper comments should be directed to the original author and copied to the larger RnR group.  

d) White paper authors are responsible for collecting and incorporating comments.

e) Irreconcilable differences, if any, should be noted and each side should present an argument in each paper.

f) We should use a standard naming convention, to make the document versions more easy to track.  Names may not include spaces and should begin with the date of the revision.  For example:  050505RegReserves.doc.

g) Authors will determine when the drafting process is finished, as dictated by deadlines.

h) Consideration of TIG proposals should be included in the “Alternatives” to Grid West section, not the baseline section.

i) Carol Opatrny is splitting out survey comments by RnR topic and will distribute them to authors.   

Everyone agreed that future RnR meetings will address 3 papers per meeting.  We may have to add meetings to get through them all.

2. TBL’s ATC Methodology Workshop

The group discussed the ATC methodology workshop hosted by TBL earlier in the day.  This workshop is salient to the RnR discussion because a) regional problems with transmission are cited in these meetings, b) the results of these workshop are likely to influence RnR baseline assumptions, and c) it will be interesting to note which, if any, of the transmission problems that can’t be solved by TBL would be resolved in a Grid West world.  

The following comments/observations were made on the subject:

· The RTO-West era “contract lock” process led to multiple additional forums including the ATC Methodology Forum.
· This forum is looking at current method for determining ATC on BPA network

· There is pressure to get greater utilization out of existing system. Conditional firm was originally considered as a way to do this, but it was abandoned because it appears to have significant impacts on existing firm rights and availability of non-firm service.  Implemention was going to be too complicated and contentious.

· Instead of conditional firm, TBL is now looking at whether they can come up with any legitimate methodological changes to ATC calculations that would lead to more ATC. 

· TBL has admitted it has a problem identifying which schedules are identified with constraints, and thereby has problems curtailing firm before nonfirm, etc.  The lack of information about schedules and path flows leads them to curtail on the interties where they do know the schedules.
· TBL is reassessing the use/calculation of CBM and TRM – which is now going to be called AMM. 

· They are focusing studies on the May to August timeframe.

· The models that TBL is using to look at impacts of the changes are taking a beating.  

· Some participants have called for independent review of ATC calculations.

· Economic redispatch is not being considered – participants have cited this as one of the most significant problems with the proposed methodology.
· BPA intends to finalize changes in the very near-term

3. Update of CCA/PacifiCorp’s preliminary quantitative assessment
Kurt Granat and Rich Bayless presented preliminary results from a Gridview run estimating the annual benefits of de-pancaking.  Rich noted that the TCA study had estimated over $100 million in annual benefits associated with depancaking and single CA redispatch, whereas the Henwood study had estimated about $3 million.  The TCA study is based on out of date fuel price data and assumes that 100% of schedules are pancaked.  Henwood assumes that the only pancaked schedules are those that occur when BPA’s lines are sold out, and that any contract of a month or longer is not pancaked.  Pacificorp has used Gridview to rerun these numbers, also assuming 100% of transactions crossing more than one control area are pancaked.  
The details of the Gridview analysis were as follows:
· The Gridview analysis is based on 2003 SSG-WI data. Generating units of the same fuel source are aggregated at the point of injection. They use average heat rates. This non-unit specific data limits the ability to perform reserve analysis.

· The new SSG-WI database will have plants broken out by units and allow Gridview to perform reserve analysis, but it won’t be available until mid summer.
· Loads are grossed up for losses to estimate generation requirement. As provided by WECC entities.

· Path loadings tend to run toward path limits unless scaled back to reflect current practice. Model looks at flow limits, but limits schedules more stringently (contract accounting limited).

· For RnR report this analysis will provide information about pancaking.

· They have also experimented with reducing ATC by 5% in the base case to reflect the observation that existing markets do not optimize use of available transmission capacity, and this could provide a basis to estimate the benefits of the reconfiguration market.  

Comments and thoughts on this analysis were:

· One participant said that in order to estimate the effects of pancaking, you need to put in market prices. It was explained that cases are based on quantification of changes in costs under equal pricing assumptions between cases.

· IT was suggested that higher cost plants could be priced at over a reasonable range and the potential benefit range established. This should help address whether there is a pricing sensitivity issue.
· The Gridview model method assumes ideal knowledge by traders of opportunities and ability of transmission providers to run loadings up to limits without reservation of margins. This results in an idealized basecase. To correct this, the study models should include a reasonable range of OTC derates in basecase to reflect the observation that existing transmission service markets are unable to optimize use of transmission capacity.

· 
· It was countered that perhaps today’s traders do a very good job of optimizing – proof being a NWPCC study showing very small price spreads at hubs in the absence of congestion.  Janelle will follow up with questions to Wally Gibson about this study.

· Need to scope issue before initiating study efforts.

· Participants need to get back to Kurt Granat and Rich Bayless with suggestions for modeling assumption changes, e.g. 5% OTC derate on basecase.
PacifiCorp also gave a brief description of the work it is doing with PowerWorld to assess the potential benefits of consolidating control areas:  

· PowerWorld has an optimal power flow model for dispatch (dispatches generation at least cost, based on marginal cost pricing concepts and subject to transmission constraints.)
· Study uses WECC data on load and generation in various study cases.
· Base case has each control area minimizing costs of resources in its own control area.  The CCA case minimizes costs over a superarea, while holding scheduled interchange to other CA’s constant.
· Analysis is based on snapshot studies of representative hours in a year.  
· Consolidating Control Areas leave Net Scheduled Interchange constant at the interface with the non-consolidated areas.

· There is potential for running deviation cases if they have the time, staff and resources.
· It is proposed that hydro be priced at opportunity cost in base and change cases, based on discussions with PBL pricing floor. 
· Applies to energy balancing (issue 13), may be affected by RCS (if customers could sell their surplus rights). Benefits would be attributed to energy balancing and to some extent reconfiguration.

· Range of assumptions will be tested

· Some group members expect access to data to verify the results. Does not think the model will pass muster at the delegation if there is insufficient time and information to confirm its results. 
Next Meeting

The next meeting is scheduled for May 19 – several people cannot attend, there is a pricing work group meeting that day.  We will consider changing the meeting time to the morning of May 17.

