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March 2, 2010

Ray Bliven

Rate Design and Implementation

Bonneville Power Administration

905 NE 11th Ave.

Portland, OR 97232
RE:  Wind Integration Service; FY12-13 Rate Case Parking Lot Issues
Dear Mr. Bliven,

Renewable Northwest Project (RNP) is pleased to respond to BPA’s request for issues to cover in the upcoming FY 2012-13 rate workshops.  Below are some of the more important issues we look forward to addressing through the workshops.  We welcome BPA’s openness and invitation to supply these comments and suggestions.

General Comments: 
RNP’s primary interest in the FY12-13 rate case is the Wind Integration Service (WIS) rate and the related services, policies, protocols and penalties.  Our position is that wind integration services should be cost-based and should be designed to incentivize best practices and the market formation that will ultimately facilitate the least-cost integration of variable resources in the Northwest.

We support the decision in the FY10-11 Record of Decision to separate the WIS rate into three distinct services with distinct rates (regulation, following, imbalance).  This approach should be continued in the FY12-13 rate case with the distinctions being made earlier on in the rate setting methodology.  BPA should also consider identifying different rates for incremental and decremental reserves for purposes of self supply.  We also support rate structures that incentivize improved scheduling practices.

Specific Issues Listed in Priority Order:
1) The apparent difference between TBL and PBL’s definition of capacity in BPA’s FY 2010-11 Generation Inputs embedded cost allocation methodology.  TBL’s calculation of the reserve requirement is based on instantaneous capacity; PBL’s per-unit Generation Input embedded costs are based on 120-hour sustained peaking capacity.  A cost-based WIS rate must be based on a consistent definition of capacity and wind’s impact on the identified definition of capacity must be calculated.


a. For example, a more consistent allocation of embedded costs would be either the instantaneous generating capability divided by the instantaneous reserve requirement, or the sustained generating capability divided by the sustained reserve requirement.  

b. If BPA intends to continue to use 120-hour peaking capability as the basis for the WIS rate embedded cost allocation, we urge BPA to calculate the reduction in 120-hour peaking capability due to holding reserves for wind and load.  

2) BPA now has five services or protocols related to wind integration (WIS rate, DSO 216, Generator Imbalance Service, Persistent Deviation, and Operating Reserves).  These policies need to be reviewed for duplication and consistency.  

a. For example, BPA’s Persistent Deviation Penalty incentivizes different behavior than the WIS rate and the DSO 216, which are based on persistence-based scheduling.  The Persistent Deviation Penalty is focused on minimizing the generator imbalance over a 4-hour time period; the WIS and DSO 216 are focused on minimizing the imbalance over a single hour. Further, efforts to reduce reserve needs during wind ramps are prone to persistent deviation penalties—effectively discouraging scheduling behaviors that would reduce the reserve impacts of wind ramp events.
b. If persistent deviations impose costs on BPA (e.g., to sustained peaking capability) those costs should be reflected in the WIS rate in a manner that does not duplicate charges.  No penalty should apply to wind schedules based on good faith forecasts and reasonable efforts.

c. It is not clear that the current definition of Persistent Deviation is in BPA’s best interest.  It is possible that a wind scheduler can minimize its total energy imbalance over 5 hours by biasing its schedule in anticipation of a ramp instead of strictly adhering to a persistence schedule and exposing the system to a large imbalance on the fifth hour.   BPA should clearly identify the system impacts of integrating wind that it is most concerned about and design rates to recover the costs of those impacts in a unified and consistent manner.  

3) BPA should explore flexibility in how far in advance it sets aside reserves for wind.  Where the FY10-11 rate case allocated a set amount of reserves for wind integration for the entire two-year rate period, we believe the FY12-13 rate case should seek to set aside reserves on a more incremental and flexible basis. Almost any incentive-based wind integration rate will require this capability.  

a. For example, improved scheduling accuracy or greater utilization of within-hour scheduling during the rate period would likely result in BPA being able to reduce the amount of reserves it is holding over the rate period, freeing resources for other purposes. 

b. BPA should consider a tiered WIS rate structure based on whether or not customers are committed to scheduling on a half-hour basis.  BPA should modify its intra-hour scheduling policy to allow for the incremental changes in wind schedules as well as the decremental changes currently allowed. 

c. BPA should consider a formula rate for WIS.

d. BPA should consider charging the imbalance portion of the wind integration rate on a basis that reflects schedule accuracy—i.e., proportionate to the schedule imbalances.  This would have the effect of encouraging better scheduling practices, including more-frequent use of intra-hour schedule adjustments.  If the charges are based only on imbalances that reinforce (i.e., in the same direction) the net system imbalance, such a charge would additionally send an appropriate economic signal for wind project diversity.

4) The scaling methodology needs to be revisited.  We believe it contains systematic errors that overestimate the correlation between existing and future wind project generation, resulting in a tendency to overestimate the reserve requirement for wind and load.  

5) Timeline for key assumptions for the rate case.

For the WIS rate, the key assumptions include scheduling accuracy and within hour scheduling utilization, installed capacity, self-supply utilization, dynamic scheduling utilization, etc.  

a. How far in advance will we be able to see the assumptions?

b. Is it possible to see indicative rates based on certain assumptions so customers have a chance to make business decisions prior to the rate being set?

c. Can BPA produce rate sensitivities based on different assumptions so the appropriate rate can be finalized as the assumptions become more certain? 

d. Although the implementation of the Wind Integration Team (WIT) projects are not rate case issues, the timing of the successful deployment of each WIT project does affect key rate case assumptions.  We suggest that the rate case workshops include periodic presentations from the WIT team to update the rate case team and the rate case parties on the success, timing, and expected utilization of each WIT project over the rate period. 
Again, RNP appreciates the opportunity to engage in a constructive and positive way in a process that we hope will lay a solid foundation for continued renewable resource development in the Pacific Northwest.
Sincerely,
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Ken Dragoon

Research Director
Renewable Northwest Project
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