Attachment B    September 30, 2003 

La Palma RMR Exit Strategy
Proposed Transmission Upgrades 

At the September 15th, 2003, RMR Exit Strategy meeting, representatives from American Electric Power Service Company (AEPSC) presented a recommendation for transmission system improvements on the east side of the Lower Rio Grande Valley. While additional transmission projects may be needed to support continued load growth on the east side of the Lower Rio Grande Valley, the recommended project will relieve the need for La Palma as an RMR Unit and could be in service by early 2006.

 The scope of this plan includes the following: 

· Add 2nd 600 MVA 345/138 kV autotransformer at Rio Hondo, upgrade 138-kV bus at an estimated cost of $5,979,000.

· Rebuild the existing LaPalma to Rio Hondo 138-kV line with 2-795 ACSS, double circuit capable with OPGW at an estimated cost of $7,144,000.

· Upgrade the LaPalma 138-kV terminal bus at an estimated cost of $481,000.

Total estimated cost = $13,604,000

American Electric Power also provided the following estimate for the completion times of the above estimates.
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La Palma - Rio Hondo Line

     Design & Engineering

     Procurement & Delivery

     Rebuild 2x795 ACSS Dbl Cir. Cap.

La Palma 138 kV Station

     Design & Engineering

     Procurement & Delivery

     Terminal Upgrade Site Construction

Rio Hondo 138 kV Station

     Design & Engineering

     Procurement & Delivery

     Site Construction

     Install 345/138 kV 600 MVA Auto

Y1 Y2


Building this same project at 345 kV instead of 138 kV would add significant transfer capability into the East of the Rio Grande Valley area. The incremental additional cost, according to AEPSC, is only $2M. However, the implementation timeline for a 345 kV line requires a lengthy regulatory process that could add over two years to the in-service date (to 2008). It is likely that the long-term exit strategy for La Palma will require the replacement of this project with a 345 kV transmission line on this route. This means that the 138 kV line will be replaced by the permanent 345 kV line a few years, but the cost savings from elimination of the La Palma RMR units exceeds the short-term expense, as described below.

Request for Comments 

This material was presented at the September 15th RMR Exit Strategies meeting and posted on the ERCOT website. A comment period was held from September 15th to September 22nd. No comments were received.

RMR Units 

The La Palma generation plant consists of 4 generating units of 153MW, 50MW, 23MW, and 23MW located on the East side of the Lower Rio Grande Valley. The La Palma area (Harlingen to Brownsville) is also served by one 345 kV line, two 138 kV lines from Rio Hondo 345/138 kV substation, and generation from the Silas Ray Plant. Harlingen, Brownsville, and South Padre Island are the main load growth areas with annual growth rate of over 4%. The main purpose of current RMR contract with LaPalma is to provide generation to protect against contingency overloads of the underlying 138-kV system and provide voltage support in the Harlingen area.  

Economic Evaluation

ERCOT Staff has reviewed the expected costs resulting from AEPSC’s proposed project and concluded that the continued reliance on the La Palma units as RMR would result in costs that are seven to eight times higher (approximated $15M for the projects versus $100M for RMR), on a net present value basis, than would be realized with the construction of this project.  

The scope of this project recommendation is for 138 kV construction. Assuming a longer project timeline for an upgrade to 345 kV transmission line (early 2006 vs. early 2008), it is more cost effective to build the 138 kV project knowing that it will need to be replaced with a 345 kV circuit in the longer-term.

ERCOT Staff Recommendation 

The implementation of the AEPSC plan described above effectively eliminates the need for La Palma as an RMR unit while adequately addressing the requirements of the ERCOT planning criteria.  

ERCOT Staff recommends that the AEPSC transmission upgrades, as proposed herein, be implemented in order to terminate continued RMR service from the LaPalma units in early 2006.  ERCOT would strongly support building a 345 kV line instead of 138 kV, but not at the expense of additional time required for a CCN.

PAGE  
2

[image: image1]