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We again applaud WAPA’s efforts to develop a transmission tariff that recognizes the costs associated with providing regulation and energy imbalance and that attempts to allocate these costs to transmission customers that are responsible for their being incurred. We also applaud WAPA’s efforts over the past year to refine the analysis to insure that the final tariff is fair and accurate. DOE, NREL, and ORNL thank WAPA for allowing us to work with you on this effort. This is a pioneering effort that may influence how ancillary services are addressed for renewable generators and loads throughout the country. This is important work that WAPA is doing. It is important to do it correctly and it is worth the effort that it is taking.

WAPA is also to be commended for holding a public meeting on September 27, 2004 at which WAPA presented their current thinking concerning the Regulation and Frequency Response Service tariff they intend to offer. While some progress has been made there is room for improvement. We would like raise several concerns and offer several suggestions.

Overview of Concerns

Based on our understanding of WAPA’s proposed approach, it appears that the regulation impact will be calculated based on the wind plant capacity. This is how regulation is presently allocated to loads. Our concern is that this does not track cost-causality. For example, if two wind plants have the same rated capability, they may impose different regulation impacts. Pro-rating these impacts based on rated capacity won’t capture cost causality.

Although we have worked with WAPA, we aren’t sure how the proposal measures the regulation impact, or how it relates to the ORNL approach.

It is not clear how the 10% threshold was established, nor is it clear how the regulation impact would be measured on a wind plant that exceeds this threshold.

The proposal does not appear to address a “true-up” method that would allow for the adjustment of the regulation payment based on the difference between projected and actual usage.

Process Example

Though we have had several meetings (including the September 27, 2004 public meeting) and telephone discussions with WAPA staff we are still not sure of what WAPA is actually proposing. We suggest WAPA develop a detailed example of how the evaluation process and the tariff will work. The example should show how the regulation impact is measured, and how it is allocated to the wind plant. This process could use time series data from an existing wind plant and actual time series data from the WAPA control area.

We understand that the exact cost of any additional regulation resource that must be procured from non-WAPA resources will not be known. Still, the example can show how much additional regulation WAPA estimates would be required. Further, the example would show how WAPA intends to evaluate the regulation requirements of the existing control area, any additional load, and the wind facilities being evaluated. 

A very important part of the example will be to show how overall regulation requirements are allocated among the control area loads and the wind plant, and how this allocation is based on physical requirements for the regulation service relative to the control area regulation requirements. It will also be important to show how additional wind plants will be evaluated and how the changing regulation requirements will be allocated through the tariff.

NREL can supply time series data sets from several wind plants allowing WAPA to investigate the potential tariff impacts of different wind characteristics. ORNL and NREL also offer to conduct the analysis once WAPA specifies the tariff algorithm and supplies the WAPA data if this will be helpful by reducing the analysis work-load for WAPA. 

The process example should explain, in detail, how WAPA intends to price the service once the amount of service is determined. If an RFP is to be used to solicit external resources, how will the resource requirements be specified? What restrictions and requirements will be placed on resources offering the service to WAPA?

10% Capability

WAPA stated that the existing system has the regulation capability to support wind generation equal to 10% of the existing load and that this additional wind generation will be charged for regulation at the load rate. Beyond the 10% limit wind will be charged a “pass through” cost. WAPA should provide an explanation of how the 10% limit was arrived at, and how the regulation service is quantified below and above the 10% limit.

Regulation vs Load Following and Energy Imbalance

WAPA has indicated that the regulation tariff includes elements that are normally considered load following or energy imbalance. Costs can be incurred by a control area in addressing all three of these functions and it is reasonable to have tariffs that address them. It is important, however, to clearly differentiate the cost elements so that wind and other customers can understand and control their costs. Measures taken by a wind plant to reduce the regulation burden it imposes on a control area will likely not be effective in reducing the load following burden, for example. 

Aggregation and Self Provision

As we mentioned in our September 2003 comments, aggregation is extremely important for regulation. Providing regulation for the aggregated control area greatly reduces the amount of regulation that is required and, consequently, its cost. We are concerned that the strong control area aggregation benefits can be lost depending on how “self provision” is implemented for sub-control areas. While we fully support an individual entity’s right to balance their own system and eliminate the regulation impact they impose on the control area, the underlying economics for supplying regulation on a control area wide basis are so strong that this should be a very rare case. The allocation scheme should be examined very closely to assure that it is fair and equitable. The reasons that sub-control areas find self provision (as opposed to providing regulation resources for dispatch by the control area) desirable should also be examined carefully to make sure the rules and tariffs are as intended. 

Regulation Tariff for Loads

WAPA stated, at the September 29, 2004 meeting, that they would monitor individual load customers as well and would raise their regulation tariff if they created an inordinate regulation burden. We applaud the effort to differentiate among regulation users and to tie their regulation payment to consumption. It would be good to lower the charge for those who use less regulation as well as raise the charge for those who use more, however. A uniform, nondiscriminatory, technology neutral, service-consumption-based regulation tariff would be best.

FERC Workshop

Based on a recent conference call, WAPA indicated that it would not begin the formal tariff process until after the FERC Workshop that is scheduled in Denver, Dec. 1, 2004. We think that this workshop will be useful and informative, both to us and to WAPA. We support WAPA’s decision to inform their tariff process with this workshop.

Conclusions

WAPA appears to have made good progress in developing a regulation tariff for wind plants. The tariff needs to be fully explained with detailed examples so that it can be evaluated. These examples should clearly specify how the regulation impact is evaluated and how it is allocated to the various individuals. DOE, NREL, and ORNL offer their assistance in providing wind data and analysis support to help WAPA in this effort.

The existing system’s ability to accommodate 10% wind needs to be explained as well. Regulation, load following, and energy imbalance provisions of the tariff need to be disaggregated.










