
PNW Resource Adequacy Steering Committee

October 26, 2005

INTRODUCTION TOPICS:

The Regional Dialogue timetable involves meetings three times a week to reach conclusions on outstanding issues by early next year.  At least, a high-level consensus decision on the resource adequacy issue needs to be reached by the end of this calendar year to fit into that schedule.

BPA’s goal is to minimize usage of the BPA Power Sales Contract as the mechanism to ensure resource adequacy; rather Paul Norman urged focus on the following resource adequacy principles from the last Steering Committee meeting:  

1. It is important to have a regional resource adequacy metric and target.

a. Develop metric and target that shapes WECC’s energy assessment.

2. We should develop mechanism to assess whether regional RA metric and target is met.

a. One basic mechanism is a reporting process to get data from individual load serving entities for regional assessment.

b. This allows region-wide transparency and allows individual utilities to assess themselves with respect to their position in the Region.

3. There should be some mechanism reasonably to assure that the regional metric and target will be met going forward.

4. Don’t trample on jurisdiction of states or prerogatives of individual utilities in planning and acquiring resources to meet load.  

He acknowledged that meeting the third and fourth principles simultaneously without using the BPA power contract would be tough, but said he was optimistic that this group could find a way.  The public power representatives (Ted Coates and Bill Drummond) agree with this approach; however Steve Weiss advocates using BPA as the backstop and that specific resource adequacy language be included in PSCs.

The goal of this meeting is to reach an agreement at least on the form and principles of RA metrics and targets for the northwest.

Mary Johannis explained the linkage of this effort to the WECC effort to develop resource adequacy guidelines.  If the PNW reaches agreement on RA metrics and targets then this standard will be presented to WECC with the suggestion that the resource adequacy of the PNW be evaluated using this standard.  Given the unique nature of the PNW power system (hydro-dominated, winter peaking), WECC is likely to accept a resource adequacy standard that is the consensus product of the PNW.

SUMMARY OF TECHNICAL COMMITTEE WORK:

Mary Johannis discussed, “What is happening in other NERC Regions,” using a PowerPoint presentation.  Questions on the presentation included:

· How do the other NERC Regions enforce their standards?

· What are other Regions with RA criteria doing to get to standards?

· What percentage of total resources is hydro generation for other regions of the country?

Technical Committee Report:

· John Fazio explained that the uncertainty parameters in the Council’s LOLP model are hydro conditions, temperature (associated loads) and forced outage rates.

· He pointed out that load growth uncertainty is not considered in the Council’s analysis.

· The study does not designate a season as insufficient unless the sum of curtailments is above a threshold of 28,800 megawatt hours, which is equivalent to losing a load the size of the city of Seattle for 24 hours.  It is important to establish some threshold in designating insufficient seasons in order to screen out insignificant events and/or noise in the study. The number of seasons with insufficiencies is then compared to the total number of seasons simulated.  This ratio, expressed as a percentage, is the LOLP. 

· John discussed how changing threshold values changes LOLP targets while maintaining the same level of system adequacy--as threshold decreases, LOLP increases.  He ran 50 games and provided LOLPs for differing thresholds:

· What is the appropriate threshold?  The key question is, “What is a significant event?”  For example, are sharply rising but short events less significant than prolonged events with medium amplitude? Consider for example, a 4-hour event with an average hourly magnitude of 1000 megawatts – is this significant?

· A follow-up assignment is to characterize the events that make up insufficient seasons. 

· A cursory analysis to address the question, “What is the cost of changing LOLP targets?” was provided.  The preliminary estimate is that decreasing LOLP by a single percentage point costs between $18 to $50 million per year (based on existing “off the shelf” analyses).  What is the benefit of shifting LOLP targets? This is a follow-up action item for the Technical Committee.
· The Technical Committee is comfortable with LOLP linkage to a deterministic metric such as an annual load resource balance. 

· More work is needed to benchmark the GENESYS Model

· Follow-up questions:
· Is there a threshold in the LOLE hourly analyses in the Eastern LOLE studies?
· Take a closer look at the problems—are these really physical problems? Or are they economic problems—e.g. summer of drought where prices are going crazy?  Wally Gibson pointed out that the GENESYS model only depicts “lights out” events not economic events.  However, John indicated that GENESYS output could be linked to the OLIVIA model to examine prices during curtailment events.  John said that most of the outages appear related to cold snaps, perhaps in combination with adverse hydro conditions.  John also indicated that LOLP can be used as either physical or economic criterion depending on the target, e.g. an LOLP target of 5% might be associated with a physical criterion to keep the lights on; whereas, an LOLP target of 0% might be associated with a criterion to support minimizing price spikes.  

Wally raised the issue of whether this group should be focusing on metrics and targets sufficient to support a physical criterion to keep lights on, or on metrics and targets sufficient to support an economic criterion to keep the prices low.  The discussion that ensued served to point out the pros of both types criteria.

PROS of Physically Based Metric and Target:

· The resulting metric/target is a minimum metric/target that serves to maximize the prerogatives of utilities and their regulators to plan more conservatively;

· A physically-based metric and target fits better with NERC/WECC methodologies for resource adequacy;

· A number of the utility participants in the room agreed that a physically-based metric and target should be the focus for various reasons---perhaps most importantly that planning for too much reliability is too expensive.

PROS of Economically Based Metric and Target:

· The adoption of this type of metric and target would provide more assurances that biological operations of the river will not be violated.  (Extremely high prices make it more likely that fish operations will be violated.)

· Since distribution and transmission outages far outnumber resource insufficiency outages, economics, to a certain degree, drives the selection of targets.

PROPOSED REGIONAL RESOURCE ADEQUACY METRIC AND TARGET:

OPTIONS PAPER: 

John Fazio presented the proposal, to which the Technical Committee had tentatively agreed, for translating a 5% LOLP to a deterministic energy metric in the form of an annual loads and resources balance.  The target could be in the form of an adverse hydro definition while planning to a zero load/resource balance, or planning to a negative load/resource balance under critical hydro.  John also presented the proposed capacity metric in the form of a 10-hour per day over 5 day sustained-peaking metric and target.  This metric consists of capacity accompanied with a certain amount of energy support.  It was pointed out that depending on where the hydro is located a 50-hour sustained peaking target might be insufficiently conservative for those utilities where ice constraints are significant in the winter.  It was decided that more analysis and review was necessary before a 50-hour sustained peaking metric could be accepted by the steering committee – this task was assigned to the technical committee. 

DISCUSSION:
Dick Adams questioned why not use a monthly or seasonal load resource balance rather than an annual balance.  Technical Committee members pointed out that the LOLP analysis underpinning the deterministic metric assumes winter surplus capacity in California.  Given this assumption, the LOLP study meets winter hourly loads under a wide range of hydro and load conditions within acceptable outage conditions.  So not only would a monthly load/resource balance that shows negative numbers in the wintertime be confusing; it would lead to the perception of inadequacy contrary to the results of the LOLP metric and 5% target.  Of course, if the availability of out-of-region winter surplus capacity assumption were to change, the LOLP analysis would yield a different target for the annual load resource balance.  Steering Committee members pointed out the need for explicitly explaining these linkages; otherwise, the perception that the PNW is resource deficient in the wintertime is a likely outcome.  Only when imports are factored in, is it obvious that the PNW is adequate.

· There was discussion of whether the assumption that winter California spot market supplies are available is a prudent assumption; this assumption is key in moving from critical hydro to adverse hydro planning criteria.  We need to do due diligence to analyze this assumption and continue analyzing how California meets its reliability standard—i.e. imports vs. infrastructure construction in state. 

· The committee decided that concluding that critical water planning is too conservative is premature.  So this portion of the proposal was stricken from the list.

· Linkage between LOLP analysis and annual load resource balance under median loads needs to be explained in more detail; this is another follow-up assignment for the Technical Committee

· Since in the past, critical water planning did not necessarily drive investment, there was concern regarding the technical rigor of our resource adequacy analyses.  It appears that decisions that come out of this effort may drive investment; therefore, we need to be very diligent in assuring that our technical analysis and models are benchmarked and supported by robust analysis.
· Steve Fisher suggested that the committee adopt the annual load resource balance under an adverse hydro condition rather than have the target be in the form of a deficiency.  The adverse hydro target is preferable to counter any perceptions that the NW is leaning on others in the West for resource adequacy.
· There was significant discussion that if the Region plans for adverse water (other than critical); all utilities should still have contingency plans to deal with worse than planned for conditions, e.g. BPA’s Dry Year Strategy.  Steve Weiss pointed out that utility’s contingency plans might be counting on the same emergency resources – this needs to be examined further.
· Bill Gaines suggested we not hide, but rather spell out explicitly all the assumptions.
DECISIONS REACHED:

The Steering Committee agreed to the following methodology for developing regional resource adequacy metrics and targets:

1. The Steering Committee agrees on a methodology that links a probabilistic assessment to an annual load resource balance assuming the region will be able to rely on some level of winter surpluses from out-of-region.  A process needs to be set up to assess the availability of out-of-region spot market supplies on a periodic basis.  Thus, resource adequacy targets will be dynamic and calibrated on a periodic basis.

2. Using a deterministic metric for the regional energy resource adequacy standard is appropriate, as long as it can be analytically correlated to a well-vetted and acceptable probabilistic metric (such as an LOLP).  A follow-up item for the Technical Committee is to explicitly explain this linkage and illustrate with practical examples.
3. The energy metric should be in the form of an annual energy load/resource balance.

4. An energy target in the form of a specified adverse or critical hydro condition assuming average annual regional demand is appropriate.  The effects of adverse weather conditions on demand and resources are explicitly modeled in the probabilistic assessment, which is then linked to the load/resource balance.  

5. The capacity metric for hydro should be in terms of sustained peaking capability of the system (the 10-hours-per-day-over-5-day duration for the sustained peak suggested by the Technical Committee needs to be revisited).

ADDITIONAL TECHNICAL COMMITTEE WORK ITEMS:
· Compare the Council’s LOLP analyses with those of other regions.
· What is the methodology for determining the availability of out of region surpluses?
· Relate acceptable distribution outages versus generation insufficiency outages as a way of figuring out an acceptable target.  

NEXT MEETING:

Wednesday, November 30:  10 a.m. to 3 p.m.
________________________________________
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