Improving the Council’s RPM, and the Communication of its Results
---- Comments of Steve Weiss, BPA ----

I.  The problem

While most energy stakeholders familiar with the Council’s Plans have some knowledge of the process and even the Efficient Frontier feasibility space (scatterplot), there is not a very deep understanding.  

A common misconception is that the points in the feasibility space are individual “plans” tested against a single future.  Correcting this impression by explaining how each dot is the average of one “plan” over 750 futures is not too difficult. 

But there are more serious misconceptions and lack of understanding:

1. Many think those individual “plans” are similar to the candidate portfolios used by many utility IRPs.  But in fact, they are not “plans” really, they are resource strategies.  That is, each of the points on the scatterplot represents the average costs and risks of a set of decision criteria the model used to acquire resources (including conservation) as it steps through time.  Each point is a particular strategy, rather than a portfolio of resources such as PGE or PacifiCorp uses in their IRPs.
2. There is a very limited understanding of how those different resource strategies are generated by the RPM. And, most importantly, are those strategies realistic and reflective of choices that real utilities actually do or could use?  (Also, getting to point #4 below, are there really, or do we really need, 5,000 different strategies, i.e., the number of points in the feasibility space?) 

3. It is virtually impossible to understand why some of the resource strategies are on the efficient frontier and some are very far away from it.  It’s very difficult to draw easily understandable lessons from the results:  that is, what strategy or strategies should the region and its utilities employ in the face of the huge uncertainties tested in the model?
Together, this lack of understanding of the modeling process and its results limits its usefulness and ultimately threatens the credibility of the entire endeavor.

In addition, one can point to another problem that further reduces the RPM’s usefulness:

4. The model is incredibly complex and applies only to the region as a whole, so it cannot be used by individual utilities.
II.  Ways to Improve
A. Explain better how the model works.  
The one best thing to do is to change the word “plan,” when describing the feasibility space, to “strategy” (or “resource strategy”).   In all the presentations the Council uses to explain the model, the critical step describing how the model generates different test strategies is skipped over or given short-shrift.  We need to explain that the model generates (in a somewhat intelligent way) different resource decision-criteria that it uses to decide whether or not to acquire a new resource (or conservation) as the model steps through time.  Therefore, the reason some points are closer to the frontier than others is because they represent more successful strategy given the decision-criteria.
B. Then we need to explain better what the results mean.  
An effort should be made to characterize and put into a relatively small number of groups, the different types of strategies, so one can see whether, and in what ways, they were successful or not.  Instead of 5,000 points, we need regions of the feasibility space that can be characterized by a few parameters.  In this way, stakeholders can start to understand how and why the Council’s preferred resource strategy is different from other less successful ones given the decision-criteria. (I think it is important to note that the model is solving for a pre-determined criteria.  If you change (or do not agree with) the criteria you would get a different answer.
What is needed is a module, or post-processor, that translates the results of the RPM.  This module would search for similarities in successful and unsuccessful strategies—what makes a point close to the efficient frontier, and what makes it far away?  The results of the module would be a way to group the results by similar characteristics and would aid in making the results of the efficient frontier more comprehensible? i.e., all the bad outcomes are because you over built or under built, etc…
In particular we need to identify some key components of successful strategies to give utilities meaningful decision-criteria (Are saying here is that if we summarize the strategies by similarities then perhaps individual utilities may be able to pick a strategy that is most representative of their needs? i.e. an individual utility that is energy long but capacity short may find this type of strategy most beneficial to them? Or, they fear high market prices the most so this type of strategy would best hedge against those?.  The reason is that fundamentally there are not a whole lot of large decisions utilities (or the region) must make to serve their loads into the future, given limited knowledge of market prices, gas forecasts, load growth, etc., at the time of the decision.  Some possibilities:
a) How much of a premium should be paid for lost-opportunity conservation?

b) How much of a premium should be paid for retrofit conservation?

c) When should the utility or region make a significant investment in a resource? (That is, pulling the trigger to move forward with a large investment that can’t be called back.)  Is better to stay in L/R balance? Be long? Short? Very long? Very short?  
Another way to say this might be to ask, based on market forecasts, if we should wait until the investment would be just barely “in the money”? Somewhat in the money? Deeply in the money?
d) If a decision is made to build a resource, what strategies are successful in deciding whether it should it be a CCCT, SCCT, wind, coal or nuclear facility?   That is, are there any rules to follow that would guide that choice?
Together, the answers to these questions are a strategy that a utility (or the region) can use to decide what to do based upon the future it is being exposed to.  (There is no need for more specificity, as we are investigating general strategies.  What type, or where to locate a particular combustion turbine, for example, will be decided in the utility’s resource acquisition process.)
Presently, the output of the RPM is very useful in determining a conservation strategy (how much of a premium to offer), but little else.  We need a way to characterize its results to mine the data it produces.
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