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Final Minutes
1.  
Welcome
Mr. Cox called the meeting to order.  Mr. Oncken gave the antitrust advice.  Mr. Cox reviewed the draft agenda.  The draft agenda was adopted by consent without modification.  The draft minutes from December 7-8, 2004 were reviewed and adopted by consent without modification.  
2. Review and respond to comments on Inadvertent Interchange Standard – Bandwidth (IIPTF Option 1) 
The task force reviewed the submitted comments on IIPTF Option 1 and prepared responses to the issues raised in many of the comments.  The response document can be accessed on the NAESB web site as an attachment to these minutes.  
In addition to responses to the comments, the task force generally discussed IIPTF Option 1.  Task force participants agreed the funding mechanism for the settlement entity should be clarified, and suggested the fee to be collected under proposed standard 14.1 was a fee for operational costs to be paid by the inappropriate responder in addition to the settlement amount.    

During discussion of Mr. Locke’s comments, he stated a strong preference for discontinuing the practice of payback in-kind for inadvertent interchange.  Mr. Reed stated that some in the industry view hourly settlement as the optimal solution, but the proposed IIPTF Option 1 strikes a balance between financial settlement and payback in-kind since the general industry is not supportive of hourly financial settlement.  Mr. Cox added that the solution proposed in IIPTF Option 1 would allow for normal operation and control.  Mr. Locke agreed that the IIPTF Option 1 proposal could be workable if the bandwidth were sufficiently narrow.  Mr. Illian noted IIPTF Option 1 was based on the assumption that pricing and gaming is related to frequency error, and that assumption should be validated before a final method is determined.  Mr. Illian added that the validation should take place from the CA prices in general, not prices internal to an RTO.  He said a high correlation of market prices to frequency error would demonstrate the desired mitigation effect.  Mr. Cox reminded participants that the standard would be tested before it was implemented. 
AIE audits were generally discussed.  It was explained that FERC calls an AIE audit when there is a triggering event – usually a frequency disturbance.  It was estimated that it takes approximately three months to complete an AIE audit.  

Mr. Reed stated the IIPTF is addressing inadvertent interchange payback, not an alternative market.  He added that organizations should participate in the hourly market.  Mr. Cox suggested that one incentive to participate in the hourly market was the uncertainty of when a frequency trigger would occur.  
Data was presented to suggest the following percentage settlements according to width of the bandwidth:  5% at 20 mHz, 8% at 18 mHz, and 35% at 10 mHz.  

There was considerable discussion about data.  Mr. Fidrych stated there was no current NERC process to synchronize data, and synchronized data would become important for monetary settlements.  He stated synchronization was important because there could be slight variation in the time (1 or 2 minutes) between recording devices in the field.  He added that synchronization is done on an as needed basis, and is very time consuming.  Mr. Fidrych suggested that if synchronized data was required as part of the inadvertent interchange settlement process, it should be included in the NAESB standard.  Mr. Davis suggested traditional synchronization might not be required for the business practice.  Mr. Fidrych stated that if some skew was acceptable, the standard should include the parameters of the allowable skew.  Mr. Illian stated companies will probably automate their systems if settlements occur more than 10-20 hours per year, so the problem of data synchronization will likely be mitigated.  There was not a general agreement on Mr. Illian’s assertion, because very large costs could be involved to automate the systems.  
Although the hourly data requirements appear to be similar between the two options, Mr. Vandervort stated that they are different because WATEC is based on internal data and a report is only generated monthly.  Mr. Fidrych stated that using the internal data for WATEC requires less agreement between the parties because there is no monetary settlement.  Further, it was noted that converting to the WATEC did not require the dedication of additional internal resources.  

Mr. Reed stated costs associated with implementing systems is very important.  The task force recognized that gathering and processing the data would be very challenging, especially working with individual hours instead of accumulated peak values.  As an alternative, Mr. Cox said the important hours are those where a frequency trigger occurs, so those are the hours where adjacent CAs should communicate for the inadvertent interchange settlement.  Mr. Fidrych said the problem could be heightened because non-jurisdictional entities would be voluntarily participating and there would be costs associated with that participation.  
Participants agreed a cost-benefit study was necessary before the final standard was implemented.  Should the task force decide to proceed with Option 1, a complete cost-benefit study should be done.  Should the task force decide to proceed with Option 2, only a cost-benefit study for the Eastern Interconnect is necessary, since the Western Interconnect is already using WATEC.  
Mr. Illian disagreed that there has been evaluation done to lead the committee to the conclusion that it answers the questions noted in his comments for Option 1.  He stated that no linkage has been developed and good problem solving has that linkage.  Mr. Cox agreed that when a solution is chosen it would be appropriate to do a more in-depth analysis like Mr. Illian proposed in his comments.  Mr. Illian encouraged the task force to consider how the ultimate solution will address the criteria outlined in his comments, and how that correlation will be demonstrated.  He added that examples would be helpful.  Mr. Reed noted that the task force had not agreed that the criteria in Mr. Illian’s comments was the appropriate criteria on which a solution should be measured.  Mr. Illian explained the criteria are a compilation of the issues that have been raised in several forums, including the NERC Resources Subcommittee, that provide a comprehensive view of the solutions being considered and whether they will address the issues.  
Given the heavy reliance on the NERC JIITF report, and its focus in several of the comments, the task force generally discussed the history of the report.  Mr. Vandervort explained the JIITF was a reference document that was distributed by the NERC Operating Committee to the NERC Resources Subcommittee to be forwarded to any standards drafting groups that could be used as an aid in the drafting process.  It was noted that a whitepaper is generally accepted by the NERC standing committee and not debated.  Mr. Fidrych clarified that the JIITF white paper was not vetted as to whether it was a valid solution to the problem.  Mr. Vandervort added that the processing of the white paper in NERC did not go any further because inadvertent interchange settlement is a financial issue and better suited for NAESB.  
Mr. Power stated that while the IIPTF has not implemented the JIITF white paper, it has certainly used it as a reference document in the task force’s deliberations.  Mr. Illian encouraged additional reliance on the JIITF white paper because of its finding that there is more than one component of energy pricing – a finding supported by market design and economists.  Mr. Illian stated IIPTF Option 1 does not consider the effect of transmission constraints on energy delivery in North America.  
3. Review and respond to comments on Inadvertent Interchange Standard - WECC Auto Time Error Correction (WATEC) (IIPTF Option 2)

The task force reviewed the submitted comments on IIPTF Option 2 and prepared responses to the issues raised in many of the comments.  The response document can be accessed on the NAESB web site as an attachment to these minutes.  
There was some discussion on the reliability impacts of using the WATEC, and how it could impact CPS-1.  Mr. Henery stated that while the current implementation in the West where payback is limited by L10 might theoretically violate CPS-1, operationally the systems were performing very well.  Mr. Illian agreed that WATEC as currently implemented – where an operational ACE and NERC ACE are calculated – would not violate CPS-1, but stated that implementing the enhancement he proposed so there would be only one calculation and maintaining the L10 and the ability of an entity to unilaterally suspend participation would violate CPS-1.  He stated that if the enhancement is adopted, unilateral actions are no longer acceptable because it would lead to a schedule imbalance.  A more complete explanation of Mr. Illian’s position can be found in his comments on IIPTF Option 2.  Regarding Mr. Illian’s suggestion to increase the value of ‘h’, Mr. Cox stated the current value mitigates the inherent equity issues associated with payback.  
The task force generally discussed Mr. Illian’s criteria of compensation for frequency control.  Mr. Cox suggested that many in the industry consider compensation for frequency control to come from the benefits all parties receive from a generation interconnection agreement.  Mr. Illian stated a transfer of income results from shared frequency control without the requirement that the parties have exact balances and equal use.  He said the real issue is whether there should be compensation for that cost.  Mr. Illian stated there are a significant number of BAs that are overcontroling without realizing the costs and without realizing that CPS does not protect them from financial transfer.  Mr. Henery commented that level of control is a management decision.    
The issue of hourly inadvertent values and where those values come from (NERC or directly from the BAs) and the subsequent treatment of the accumulations is a very significant issue.  It is unclear today whether the NAESB standard would rely solely on NERC to be the provider of this information or compel the BAs to provide the data directly to a settlement entity.  

4. Discussion on how to proceed with standards drafting in light of the comments
This item was not discussed.  
5. Other Business
No other business was discussed.

6. Future Meetings

· February 23-24, 2005 - Houston, TX

· April 12-13, 2005 – TBD 
· May 4-5, 2005 - Houston, TX
7.
Adjourn 
The meeting adjourned on January 20, 2005 at 11:05 a.m. Central.  
8.
Attendance

	Name
	Organization
	Day One
	Day Two

	Robert Blohm
	Consulting Economist
	
	Phone

	Gordon Brown
	CAISO
	Phone
	Phone

	Phil Cox
	AEP
	In Person
	In Person

	Ed Davis
	Entergy
	Phone
	Phone

	Mark Fidrych
	WAPA
	In Person
	

	Larry Goins
	TVA
	In Person
	In Person

	Nick Henery
	SMUD
	In Person
	In Person

	Howard Illian
	Energy Mark
	Phone
	Phone

	Greg Locke
	NCMPA
	Phone
	

	Todd Oncken
	NAESB 
	In Person
	In Person

	John Power
	MISO
	Phone
	

	Denise Rager
	NAESB
	
	In Person

	Tony Reed
	Southern Company
	In Person
	In Person

	Angela Thomason
	NAESB
	In Person
	

	Tom Vandervort
	NERC
	In Person
	In Person
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