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via email and posting

TO:
NAESB WEQ Inadvertent Interchange Payback Practice Task Force Meeting Participants and Posting for Interested Parties

FROM: 
Todd Oncken, Deputy Director

RE:
IIPTF Meeting – November 3-4, 2004

DATE:

November 5, 2004

North American Energy Standards Board

WEQ Inadvertent Interchange Payback Task Force

November 3-4, 2004 Meeting hosted by NAESB
Draft Minutes

1.  
Welcome

Mr. Power called the meeting to order.  Mr. Oncken gave the antitrust advice.  Participants introduced themselves.  The draft agenda was reviewed and two additions were made to other business (see below).  Mr. Reed moved, seconded by Mr. Vandervort, to adopt the modified agenda.  The agenda was adopted unanimously. 

The October 19-20 draft minutes were reviewed.  No changes were offered.  Mr. Fidrych moved, seconded by Mr. Goins, to adopt the minutes as drafted.  The motion passed unanimously. 

2. Review draft of Inadvertent Interchange Standard - WECC Auto Time Error Correction (WATEC) and preparation for posting

During the last meeting the IIPTF began to review IIPTF Option 2 (WATEC).  The IIPTF reviewed the edits made during the last meeting and the remainder of the document.  Mr. Power stated that Mr. Henery opposed the deletion of the L10 cap that would limit individual payback.  Mr. Illian said the removal was appropriate because the balanced schedule philosophy that is required to maintain ACE equation consistency with NERC cannot be maintained if there are individual caps for individual control areas.  He added setting the value for ‘h’ was very important and would require a significant discussion among the IIPTF, WECC and NERC Resources Subcommittee (RS).  Mr. Cox noted that, in theory, payback could exceed L10 regardless of the value of ‘h’.  Mr. Illian suggested a political short circuit should be developed to address that situation.  Additionally, since L10 might not be calculated in the long term, it was noted that L10 could be referenced like it was in IIPTF Option 1.  Mr. Halpin agreed that some type of limit was needed.  

Mr. Illian suggested that ‘h’ should be set as a ratio of contingency size to Control Area size.  It was noted this would necessarily mean a larger ‘h’ so payback would occur over a longer period of time.  Mr. Cox reminded participants that a longer payback period would dilute the equity.  Mr. Illian said leaving the provision in place would compromise the ability of CPS to measure performance.  It was noted that ‘h’ would also limit the amount that could be paid back, even if an organization wanted to payback more quickly.  Mr. Power noted a bilateral schedule could be arranged if an organization was wanting to payback more quickly. 

The provision allowing a Balancing Authority to suspend payback for 15 minutes during a DCS event (requirement 7) was extensively debated.  Several participants, including Mr. Power and Mr. Goins, supported inclusion of the provision because it would have a minor affect on the interconnection but could have a major effect on the BA experiencing the DCS event.  Mr. Illian, a strong proponent of removing the provision, reviewed his position as stated during the last meeting.  Mr. Illian stated his reasoning tracked the reasoning stated above regarding L10:  as soon as a BA performs unilaterally, the system schedules become unbalanced and the ability to measure performance is disabled.  During discussion, it was noted that while the definition of a DCS event varies slightly according to reserve sharing group, defined criteria exist to determine when a DCS event is occurring.  Mr. Vandervort suggested that the time period to suspend payback should be longer than the length of the DCS event to ensure the system has stabilized before payback continues.  There was discussion, but not decision, on whether the suspension should be for the individual BA or the interconnection.  It was noted that suspension across the interconnection would address Mr. Illian’s concerns about system schedules becoming unbalanced.  No modifications were made on this point.

There was discussion regarding On Peak/Off Peak Definition (requirement 11).  It was noted that the language was copied directly from the existing NERC Policy.  It was decided to leave the information on ERCOT in the draft pending the results of the comment period.  Mr. Illian noted that although ERCOT does not have inadvertent interchange, ERCOT would be affected by IIPTF Option 2 because Option 2 would convert it from manual to automatic time error correction.  He explained that was because the inadvertent interchange element in the formula was zero, but the time error term would not necessarily be zero.  

The dispute resolution procedures were discussed at length.  Mr. Illian stated that if NERC will collect Inadvertent Interchange data and use it for reliability purposes, this could be a duplicate process because it would be reasonable to assume there would be a NERC dispute resolution process.  Mr. Fidrych agreed it did not make sense to duplicate efforts and stated the two organizations should resolve which organization would handle dispute resolution for the inadvertent interchange data.  He stated he was comfortable with NAESB taking the lead on dispute resolution because it is mostly an economic issue, but would discuss the issue further with the NERC RS.  

Changes were made to the dispute resolution process so that it was more specific to the hour or hours of dispute.  Language was added to provide an interim value to allow the interconnection to balance for the disputed hours.  Mr. Illian stated the original value and corrected value for the hour(s) in question should be reported to NERC for reliability purposes.  Language detailing the reporting will be added at a later date.

The IIPTF discussed the Bilateral Inadvertent Interchange Payback requirements.  There was discussion on whether there should be a requirement identifying the party that should initiate bilateral payback.  Additionally, the IIPTF discussed whether accumulated inadvertent interchange balances should be posted to facilitate bilateral transactions.  There was not agreement on the availability of the information because several parties viewed the information as proprietary and confidential.  In light of those concerns, participants discussed how counterparties would be identified for the bilateral transactions.  Mr. Cox suggested a party approaching their limit (requirement 13.2) would be motivated to seek out a counterparty.  Mr. Fidrych expressed concern that without a standard that identifies an initiator of the transaction and listing of potential counterparties, the industry will find the procedure is too onerous and will not comply with the requirements.  As an alternative, Mr. Cox suggested listing the positive and negative parties, but not indicating the balances.  It was noted that it should be positive and negative according to on peak and off peak designation.  Mr. Fidrych agreed the listing could be used to initiate conversations.  As an alternative, Mr. Vandervort suggested the Settlement Entity should match counterparties, since it has access to all of the information.  The task force generally opposed Mr. Vandervort’s suggestion because it would expand the responsibilities, and presumably costs, of the Settlement Entity.  

Several participants from the Eastern Interconnection questioned the usefulness of Requirement 14.4.  Requirement 14.4 addresses situations where inadvertent interchange payback is suspended when the flow contributes to a constraint and gives the responsibility to monitor and remedy the situation to the two participating BAs.  Mr. Cox stated that scheduled transmission should not be curtailed due to inadvertent interchange payback.  It was noted the procedure worked well in the Western Interconnection, because constraints are well known.  Mr. Power noted that in the Eastern Interconnection inadvertent interchange payback would be a tagged transaction.  Mr. Cox suggested developing a new tag level, NS0, to be used for Inadvertent Interchange Payback so the IDC would know which transactions to curtail first.  It was noted that NERC would also have to support this concept.  Mr. Fidrych suggested the key with the concept was that it should be viewed as last on – first off.  The IIPTF decided not to make the change, but noted it could be changed as a result of the comments.  Maintenance of the status quo on this issue also preserved the procedure that is working well in the West.  

The appendix was not reviewed in detail but Mr. Illian confirmed it contained the most current version of his paper.  Any questions on the detail of the Appendix should be addressed to Mr. Illian.

Mr. Power, Mr. Vandervort and Mr. Reed will work on editing and formatting IIPTF Option 2.  The revised document will be circulated to all participants at the meeting prior to posting for comment.

IIPTF Version 1:  IIPTF Option 1 was discussed and some revisions were made.  For example, the order of several items was rearranged and definitions from IIPTF Version 0 were added.  There was significant discussion on whether the reference to NERC maintaining the data should be preserved in light of recent discussions.  Mr. Fidrych noted it was very much an open issue.  While participants generally agreed that comprehensive data collected by NERC would be an optimal solution, they also agreed the IIPTF could not task NERC with collecting and providing the data.  Mr. Vandervort noted that NAESB and NERC have committed to work jointly, and the subcommittees and task forces are in fact working together.  The task force decided it would be more appropriate for the BAs to have the responsibility of providing the data, and if NERC collects the data in the future, NERC could provide it on behalf of the BAs.  

Mr. Blohm stated a potential problem with Option 1 is the issue of zero price when frequency is high and the price discovery mechanism bundles energy price/cost with frequency contribution.  Mr. Blohm stated that since no producer has a zero cost, producers will always invoke price discovery whenever frequency is high. 

Mr. Cox will work on editing and formatting IIPTF Option 1.  The revised document will be circulated to all participants at the meeting prior to posting for comment.

3. Draft posting letter

The IIPTF worked from a posting letter strawman drafted by Mr. Vandervort.  Mr. Vandervort reviewed the letter.  There was significant discussion on whether Inadvertent Interchange Payback, Proposed Version 0, should be included as a third option.  Mr. Vandervort strongly supported its inclusion because it would highlight the status quo as an option.  The group decided not to include Version 0 as a third option, because maintaining the status quo is an understood option and including it could open the perception that the Version 0 business practices were open for additional discussion through the IIPTF process.  Additionally, after extended discussion it was decided to include Options 1 and 2 for both the Eastern Interconnection and Western Interconnection, but indicate through a footnote that the WECC strongly supports the WATEC because it was based on their current procedures.  Mr. Blohm expressed concern that the letter not be signed by the IIPTF members since there were dissenting views among task force members on whether either Option 1 or Option 2 was appropriate.

Mr. Cox will work on editing and formatting the posting letter.  The revised document will be circulated to all participants at the meeting prior to posting for comment.

4. Other Business

Discussion of version 0 as option 3 – Please see discussion under item 3.  This item was specifically discussed.
Update on NERC conference call – This item was not specifically discussed.  

5.
Adjourn 

The meeting adjourned at 10:54 a.m. on day two.

6.
Attendance

	Name
	Organization
	Day One
	Day Two

	Robert Blohm
	Consulting Economist
	Phone
	Phone

	Phil Cox
	AEP
	In Person
	In Person

	Mark Fidrych
	WAPA
	In Person
	In Person

	Larry Goins
	TVA
	In Person
	In Person

	Francis Halpin
	Bonneville Power Admin.
	Phone
	

	Howard Illian
	EnergyMark
	Phone
	Phone

	Lou Oberski
	Dominion
	Phone
	Phone

	Todd Oncken
	NAESB
	In Person
	In Person

	John Power
	MISO
	In Person
	In Person

	Angel Thomason
	NAESB
	In Person
	In Person

	Tom Vandervort
	NERC
	In Person
	In Person
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