Joint CMWG/PLWG Meeting Notes

January 7, 2011

This is a refined summary of the economic planning discussion.  All comments from the raw notes are included, but are placed in common sections, with slight edits to clarify.  The raw notes from the meeting are available as well.

1) Comments related to model simulation refinement  opportunities: 

a. Consider including sensitivities for:

i. Fuel Prices

ii. Wind output

iii. Load

iv. Future Generation Additions

v. Emissions “rule changes”

b. Consider modeling changes that more closely reflect actual historical operation 

i. Generator capacity committed to ancillary services

ii. Outages of key transmission facilities (e.g. Autotransformer outages)

iii. Model DC Ties with historically typical flows (already modeled this way)

iv. Model Hydro generation output as unavailable for congestion redispatch consistent with Operational Protocol requirements and their principal mode of operation performance of providing RRS (already modeled this way, Hydro is “off” for economic analysis studies)

Dan Woodfin mentioned the term “probabilistic planning” that may include some or all items listed above.  Dan also referenced the importance of the ability to appropriately model “low probability, high impact” events.

2) Comments/questions related to market design and possible levers to tune economic calculations

a. Should the Consumer Benefit method even be used?

b. Current method: Consumer Benefit based on marginal cost offers (marginal unit makes no profit) and includes fuel, variable costs and emissions costs (as per ERCOT models).

c. What will lead to the right balance of resolving congestion through transmission build vs generation build, given the energy-only market design? 

d. Where should the risk reside?  Should there be dependence on a market solution, rather than having the certain cost of building transmission?

e. What method ensures long-term viability of the market (generation and transmission co-exist) and the consumer is cost effectively served.

f. How do we calculate the quantity of benefit? (discount rate, should there be one, and should it apply to Societal Benefit, Consumer Benefit, or both?)

i. How do we define the benefits of a project?

ii. What is the appropriate ratio of cost to benefit threshold?

iii. What is the proper cutoff point for project approval given the uncertainty of benefits?

g. How certain are transmission cost estimates?
h. How does the use of RAPs fit in and do they? 
3) Comments related to long-term transmission planning implications and emerging technologies 

a. How to apply long-term solutions with the current short-term modeling (e.g. Clear Springs – Salado)?  How does this fit into market design?
b. How can ERCOT take a long-term (20 year) approach?  The LTSA recommends projects for future consideration; however, there is no clear method as to when a recommended project should replace a small set of “band-aide” projects.

c. Energy efficiency, energy storage, emerging technologies… these are long-term components and should be incorporated in the long term planning process…  How should long term considerations be included with primarily a short-term (5-year) planning process?

Next steps:

1) Modeling issues to consider uncertainties as well as validate/refine models to ensure that they reflect reasonable expectations.  Assigned to Rob Lane, John Moore (Stratus) 
2) Consumer surplus white paper and TAC and other presentations to show how we got here.  Give the components to the economic analysis.  Do these support our current market design. Assigned to Marguerite Wagner and Shannon Caraway.
3) Check for paper that states details of the 6X criteria.  Consider application of discount factor and/or sensitivities to economic benefit metrics (may be different for consumer metric versus societal metric).  Assigned to “pending”, Marguerite Wagner will find a volunteer.    

