DRAFT FINAL

Resource Adequacy Steering Committee Meeting

April 13, 2007 – 10:00 a.m. to 3:00 p.m.
Notes
PARTICIPANTS: Paul Norman and Mary Johannis (BPA), Dick Adams (PNUCC), John Prescott (PNGC), Stefan Brown (OPUC), Chris Robinson (Tacoma), Howard Schwartz (CTED), Jeff Atkinson (Grant), Brian Kuehne (PGE), Steve Weiss (NW Energy Coalition), John Fazio, Wally Gibson, Michael Schilmoeller, Leann Bleaking and Terry Morlan (Council staff)
PHONE ATTENDEES: Tom Karier (Council), Pat McGary (Clark), Dave Gates and Ray Brush (Northwestern), Mark Ohrenschall (News Media)

I. Feedback from Pacific Northwest Utilities Conference Committee, i.e. PNUCC 
Paul Norman gave a brief synopsis of the discussion at the April 6, 2007 PNUCC Meeting on the Resource Adequacy Forum topic.  He had noted to PNUCC members that participation has been somewhat limited at the Forum meetings.  Action items resulting from the PNUCC meeting include a presentation at the next meeting on the status of Forum activities and the possible formation of a PNUCC sub-group on this topic.  Tom Karier suggested organizing a forum of utility CEOs.  It was also mentioned that the publications—NRF, Council Assessment and White Book—do not necessarily convey the same messages.  Dick Adams mentioned the desirability to align the messages on resource adequacy and explain any differences in the assessments.
II. Overview of Technical Committee Activities 
John Fazio provided the Steering Committee an overview of Technical Committee activities.  He laid out the major milestones for the Forum in 2007 including finalizing the Capacity Adequacy Standard, formulating an Economic Adequacy Standard, developing utility-specific guidance and revising the Energy Adequacy Standard, if necessary.  John Fazio and Mary Johannis described some of the specific work activities in support of achieving these milestones.
John discussed one effort to try to translate the Pilot Capacity Adequacy Standard to a one-hour peaking capacity metric target to facilitate the preparation of WECC’s Power Supply Assessment (PSA), which uses a peak summer and winter hour capacity metric to assess adequacy.  The Technical Committee could not reach consensus on a one-hour capacity target, but did decide to derate hydro capacity to reflect the energy limitations on hydro.  There was quite a bit of discussion of how PNW resource adequacy assessments fit with similar assessments prepared by WECC and NERC.  It was pointed out that Wally Gibson and Mary Johannis are on WECC and NERC subcommittees dealing with these issues to provide linkage between PNW and west-wide/ national assessments and standards-setting efforts.  ACTION ITEMS:  (1) The Forum work plan will be expanded to list coordination between the Forum and the appropriate WECC and NERC resource adequacy efforts as an explicit task in the work plan; (2) the Technical Committee will ask the Steering Committee to approve the draft PNW resource adequacy assessment write-up for inclusion in the WECC PSA; and (3) the Technical Committee will provide regular briefings on WECC/NERC activities in the resource adequacy area.
Another item of discussion centered around the development of data reporting protocols task on the work plan.  Dick indicated that many of these protocols are already in place.  However, Mary pointed out that the development of a hydro capacity reporting protocol is still an outstanding task.  Dick suggested that the PNUCC work item is not necessarily just associated with utility-specific guidance.  Steve Weiss agreed that the utility provision of data is needed for the regional assessments, also.
In response to a suggestion to prioritize the Forum’s tasks, Stefan Brown suggested that data validation and model benchmarking are all important to assure the development of appropriate resource adequacy standards and preparation of accurate assessments; whereas, the development of utility-specific guidance is probably lower in priority.  Tom suggested that the development of an Economic Adequacy Standard is also important in order to bridge the messages forthcoming from the various adequacy assessments. 
III. Discussion of Utility-Specific Guidance for Applying Regional Standards 
John Fazio presented a PowerPoint to introduce the utility-specific guidance topic.  He reviewed three options consisting of Option 1--performing regional assessments without any guidance developed for individual utilities, Option 2---developing a detailed translation method and Option 3--a more general translation.  Stefan pointed out that in the description of the detailed tool, it needs to be clear that a key effort is to determine the dependence of individual utilities on non-firm resources.  Action Item: John will modify the slide in Option 2 to indicate that the IPP resource shown is the uncontracted IPP generation, which is considered a non-firm resource.
In considering the three options, John Prescott suggested that Option 1—i.e. just performing regional assessments and not developing utility-specific guidance is the appropriate option, given that the responsibility is on individual utilities and their regulators to plan sufficient resources to reliably meet their load.  Mary pointed out that individual utilities have already asked for guidance in understanding whether their resource procurement is sufficient to meet regional standards.  Tom suggested that it is important to develop this guidance.  Steve pointed out that the cost of resource acquisition is a major issue for utilities.  So, it is important for utilities to understand how their resource planning fits with the regional standards.  Steve also pointed out the connection with the Regional Dialogue.  He advocated for the development of a rule-of-thumb (i.e. Option 3) approach to developing utility guidance, which would be of most use for large utilities.

Dick asked what is the purpose of developing utility-specific guidance—to aid utilities in their resource planning efforts OR to provide data to third parties to allow for assessment of the adequacy of individual utilities?   Dick indicated the former purpose is the important one.  Steve asserted that assessment is the logical next step after this meeting the first objective.  Howard Schwartz stated that utility-specific guidance is needed to help utilities assess whether they are adequate when they are preparing their IRPs.  Jeff Atkinson agreed that the development of utility-specific guidance would be helpful especially in the capacity evaluation.  Brian Kuehne also agreed that this effort provides value to individual utilities in their resource planning efforts.  John Prescott stated that the preponderance of utilities performing IRPs make this effort less necessary.  Chris Robinson suggested that the development of a rule-of-thumb for the applying the capacity adequacy standard to individual utilities would be helpful as long as it is not binding.  Stefan echoed the opinion that the overall Forum effort is valuable to inform regulator efforts in working with their utilities on the appropriate level of resource planning.  Paul reminded the group that, at the beginning, the Forum purposefully chose to focus on a voluntary approach for assuring resource adequacy going forward that requires transparency of assessment rather than trying to develop an enforceable standard.  Paul reiterated support for that decision and stated that it is entirely consistent with that approach to provide some level of utility-specific guidance.  Therefore, Option 3 appears appropriate with the possible refinement that it may not be appropriate for utilities to count on uncommitted IPP generation toward meeting their individual adequacy needs.  Jeff cited an example of the value of the regional resource adequacy standards in helping to inform discussions with his Board on future resource needs.  
IV. Direction to Technical Committee for Proceeding with Utility-Specific Guidance 

The conclusion from the Steering Committee is that it would be valuable to develop simple, rule-of-thumb guidance to help individual utilities apply the regional standards to their resource acquisition decisions.  Action Item:  John and Mary will prepare a draft document that outlines the steps to translate regional standards to individual utility-specific guidance for review by the Steering Committee.
V. Status report on Wind Data 
Mary informed the group that the Technical Committee has established a Wind Subcommittee to re-assess the value of wind generation toward meeting the Pilot Capacity Adequacy Standard, which is an action item emanating from the Northwest Wind Integration Action Plan, dated March 2007.  This action plan includes figure 4, a graph correlating hourly wind production at wind turbines in BPA’s control area with hourly temperatures for the period 2001 through 2006.  A comment was made that the graph shows all hours, buy not necessarily in consecutive order, so it may represent too low a value for capacity adequacy given that the capacity metric is over a sustained peaking period.  The Wind Subcommittee has developed a purpose statement to assure alignment of thinking.  This statement emphasizes the need to supplement actual generation with simulated generation data to encompass a sufficient number of cold snap and heat wave events and a large enough geographic area to allow for statistically significant analyses of wind’s contribution toward sustained peaking capacity.
Mary mentioned that confidentiality issues need to be overcome in order to get as much data as possible. The only viable option is to send the data to the Council and have staff sign confidentiality statements.  So, the vendors and/or utilities need to compose confidentiality statements for staff to sign.  Mary hopes that these documents can be ready to be signed in about two weeks.  The Council may need to hire a consultant to assist with the analyses of the wind data.
VI. Discussion on Adequacy Perspectives 

John Fazio presented a PowerPoint to set the stage for this topic.  He pointed out the varying messages regarding the status of regional resource adequacy emanating from such documents as the Northwest Regional Forecast, BPA’s White Book and Council assessments.  The major difference appears to revolve around the treatment of uncommitted IPP generation.  Tom pointed out that the physical standard is a bare minimum standard sufficient to keep the lights.  From that perspective, the Region is adequate.  However, if utilities are also concerned with minimizing exposure to high prices, then utilities may wish to undertake resource acquisition even if the light is “green” based on the physical and even economic standards.  The group discussed a number of situations in which utilities might wish to acquire resources even if the regional “green light” is on because (1) individual utilities may not be adequate despite the existence of regional adequacy; (2) the utility may decide that it is not prudent to rely on uncommitted IPP capacity; (3) there may not be adequate transmission to deliver regional resources to the utility’s load; and (4) an individual utility may be more risk adverse than the implied risk based on the assumptions underlying the physical standard and economic standards.  Steve questioned whether a regional “green light” indicator is compatible with utility decisions to acquire resources? 
Paul clarified the fundamental question, i.e. is it appropriate/prudent for individual utilities to acquire resources even if the regional resource adequacy light is green, i.e. both the physical and economic adequacy standards are met?  The “green light” indicates that there is no regional signal to acquire resources.  However, individual utilities have the prerogative to take actions for the reasons cited above.  Brian provided an example of how PGE has changed its approach to resource planning.  In the last IRP, PGE decided to rely on market resources for some of its capacity needs.  However, in this year’s IRP, PGE believes that the world has changed enough that it is too risky to rely on the market for their capacity needs.  Howard stated that the regional standards do not distinguish between firm resources secured by long-term contracts, or built by utilities, versus non-firm resources, which are defined to be available from the market.  Individual utilities need to make this distinction in their resourced planning efforts.  Perhaps the bottom line is that the regional assessments are valuable in telling us when actions need to take place (i.e. during times of “red” and “yellow” lights), but “green” does not necessarily mean that no actions are necessary.
The Steering Committee did not agree on “the correct message” relative to need for utility action and concluded that more time for reflection on this issue is needed.  In addition, the Steering Committee agreed that a good vehicle for becoming aligned would be the drafting of the messages to accompany the first Council report on the regional status against the adequacy standards, due in June.  The draft of that report is due in May and will be considered at the next Steering Committee meeting.

VII. Schedule Next Meeting
The next meeting is scheduled for June 7, 2007 from 10 to 3 at the Council’s offices. 
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