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Comments on Definitions (List comments by Definition)

We would encourage NAESB pursuing efforts to ensure consistency of definitions among NAESB standards and also with NERC.  

Comments on Requirements (List comments by Requirement Number)

A.1.1. (Deadband) Based on historical data, it appears (in the Eastern Interconnection) that there will be on the order of 100 hours per year that will need to be settled.  This standard is proposing the equivalent of a NERC AIE survey (resolved data) for each event.  Current turnaround time for such surveys is about 3 months.  

C. On Peak/Off Peak Definition.  This standard carries forward some poor wording from NERC policy.

On peak hours are HE 07-22 prevailing time (central for the East, Pacific for the West) Monday through Saturday.  

Since ERCOT is a single BA Interconnection, there is no Inadvertent and on/off peak periods with respect to Inadvertent Accounting are not applicable.  

D. 8.4.2
What are the criteria the Settlement Entity uses to approve financial settlement?  Transaction data (MW not $ should be reported to NERC to ensure entities are not using this to circumvent TLR.

F. 13.4.
What is the underlying logic regarding “clearing” balances between BAs with (not “will” as in the draft) similar credit ratings?  This would appear to create a hodgepodge of prices that are settled in a given hour, particularly when it’s not likely that entities with similar ratings will have matching balances to be cleared.

E. 11.  High frequency:  Why does the over-generating company need to provide costs if they are being paid 0$?  How likely is it that a BA that is under-generating its load obligation incurs an incremental cost?  Perhaps this should be kept simple and settle at $0. 

E. 12. Low frequency.  To keep things simple, prices should be $100 or median price greater than $100 and forgo the discovery.  This price is better than return in kind.

F. 14.1.  What is “not responding appropriately”, such that a fee will be charged and how large is the fee?

G. Price Discovery.  Price data should be made available to independent market monitors.

H.  Review Process.   NERC should perform reviews (annually initially) of the process to evaluate any impact on reliability.      
Comments on Appendices (List comments by Appendix Subsection)

General Comments

We appreciate the time and effort that has gone into the development of this proposed standard and want to thank you for the opportunity to comment.

In general, we have some concern with standards that impact the ACE equation and want to be sure such changes are coordinated with NERC.

The infrastructure needed to manage this process is not in place.  It is of concern that one organization is setting a standard and the members of a second organization are required to bear the cost.  There have been recent cases of individual Regions in NERC balking at paying for infrastructure they believe is unnecessary.  Has there been an estimate of the capital and ongoing costs to implement this?  

There appear to be several pitfalls with regard to a centralized financial settlement.  The standard doesn’t mention what it would do regarding revenue shortfalls, particularly if not all BAs participate.  There also may be opportunities for arbitrage and gaming.  In short, we’re concerned that the effort and cost to the industry would not equal the incremental value.    

Perhaps NAESB should pursue option 1 after providing other options and tools to encourage good control and managing inadvertent balances.   Some examples include:

· Allowing small bilateral transfers (under the oversight of Reliability Coordinators) without the requirement for transmission service.

· BAs with balances beyond some threshold are required to take controlled steps to draw them down.

· Allow financial settlement between parties, with the provision that the MWHrs are reported to NERC (to preclude BAs from using the standard to circumvent TLR.).

· With the concurrence of the NERC Resources subcommittee reinstate an earlier tool to manage inadvertent balances whereby control areas could use an offset (either interchange or frequency) equal to 20% of their bias obligation whenever the BA’s inadvertent balance has the same sign as time error.  Today, control areas that accumulate inadvertent by way of their frequency bias have difficulty paying back inadvertent without impacting their CPS performance.  This change would provide a tool to manage balances and would reduce the number of time-error corrections.  This payback method was acceptable under the tighter A1-A2 control.  It should be acceptable now.

· Request NERC to run AIE surveys when frequency is beyond a frequency threshold (trigger set at a point that does not generate an administrative burden).  This would provide NAESB data for analysis and testing of financial standards.  Public disclosure of poor balancing during these hours may also prevent future deficiencies.   

