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North American Energy Standards Board

1301 Fannin, Suite 2350, Houston, Texas 77002

Phone: (713) 356-0060, Fax: (713) 356-0067, E-mail: naesb@naesb.org

Home Page: www.naesb.org

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 Report Discussing Task Force Results
DATE:

June 1, 2005
This is the final report of the Inadvertent Interchange Payback Task Force (IIPTF) to advise the Wholesale Electric Quadrant (WEQ) Executive Committee that the task force has determined the NAESB Version 0 Inadvertent Interchange Payback Standard is an appropriate solution for the settlement of inadvertent interchange and request that the task force be disbanded.  

History

The IIPTF was established in March 2003 to develop standards to define the alternatives that may be used to settle Inadvertent Interchange, consistent with 2003 WEQ Annual Plan Item 5.  As noted in the standards request, the inadvertent interchange settlement standards would mitigate the potential financial gain that misuse of the payback-in-kind methodology does not prevent.  The request for standards suggested that the development of the standards would provide benefit to the industry because it would incent good behavior of balancing actual output and scheduled output within a reliable average limit and reduce the possibility of inadvertent accumulation.  The IIPTF worked diligently over the course of 27 months, and considered five core proposals.  

Accomplishments & Deliverables

BLANK

Process & Procedures

The IIPTF has met a total of XXX times over XXX days
.  The IIPTF used the work of the NERC Joint Inadvertent Interchange Task Force (JOITF) as the initial model for development of the standards.  Add in a characterization of the JOITF Whitepaper and NERC’s prior efforts on IIS, including a link to the report.  
Although the task force used the JOITF Whitepaper as a starting point for development, the task force also explored alternatives to those solutions contained in the whitepaper.  During its deliberations, the IIPTF discussed the following proposals, each of which is described in more detail below:

· Frequency Control Component - developed by Mr. Illian and supported by Mr. Blohm

· Local Native Pricing - presented by Mr. Illian

· WOLF – presented by Mr. Lively.  WOLF was a method designed to account and charge for loop flows that was to be adapted to account for inadvertent interchange settlement.  

· WATEC - presented by Mr. Henery as modified by Mr. Illian.  

· Option 1 - evolved out of a modified Schedule 4 (ECAR) tariff proposal by Mr. Cox.  Option 1 was a fixed pricing solution with a deadband.  

· NAESB Version 0 Inadvertent Interchange Payback Standard – the default ‘status quo’ solution if another solution could not be developed.  The Version 0 standard is payback in kind converted from NERC Policy 1F.  

Frequency Control Component:
Supporters: developed by Mr. Illian and supported by Mr. Blohm.
General Description (including timeline of presentation):

IIPTF Discussion and Determination (including implementation issues and any votes taken):

Local Native Pricing:
Supporters: Mr. Illian
General Description (including timeline of presentation):

IIPTF Discussion and Determination (including implementation issues and any votes taken):

WOLF   
Supporters: Mr. Lively
General Description (including timeline of presentation):  WOLF was a method designed to account and charge for loop flows that was to be adapted to account for inadvertent interchange settlement.
IIPTF Discussion and Determination (including implementation issues and any votes taken):

WATEC  
Supporters:  Mr. Henery

General Description (including timeline of presentation):  presented by Mr. Henery as modified by Mr. Illian.

IIPTF Discussion and Determination (including implementation issues and any votes taken):

Option 1 

Supporters:  Mr. Cox, Mr. Reed, Mr. Goss

General Description (including timeline of presentation):  evolved out of a modified Schedule 4 (ECAR) tariff proposal by Mr. Cox.  Option 1 was a fixed pricing solution with a deadband.  
[April 29, 2003] The idea for Option 1 grew out of a discussion of the East Central Area Reliability Council (ECAR) Section 4 tariff, which contains a dead band where inadvertent accounting is not triggered unless the frequency of the system falls below 59.97 Hz for two successive hours.  Several participants thought that adopting the dead  band concept preserved the practice of payback in-kind, but also allowed for a monetary payment.   
Mr. Illian opposed the proposal because a dead band creates an artificial boundary, which could produce perverse incentives in the marketplace.
IIPTF Discussion and Determination (including implementation issues and any votes taken):

NAESB Version 0 Inadvertent Interchange Payback Standard: 
Supporters:

General Description (including timeline of presentation):  The default ‘status quo’ solution if another solution could not be developed.  The Version 0 standard is payback in kind converted from NERC Policy 1F.  A brief description of the Version 0 request and process should also be included.
IIPTF Discussion and Determination (including implementation issues and any votes taken):

Conclusion

IIPTF participants recognize that significant effort was expended by NAESB and its member organizations to develop an Inadvertent Interchange settlement standard that would mitigate the potential financial gain that misuse of the payback-in-kind methodology does not prevent.  However, the task force determined that, at this time, none of the proposed solutions considered by the task force is better than the payback-in-kind methodology (as embodied in the NAESB Version 0 Inadvertent Interchange Payback Standard.)  Each of the proposed solutions considered has one or more significant implementational hurdles to overcome, including but not limited to: data acquisition and integrity; pricing; credit; funding; 100% participation of the affected interconnection; and the task force’s opinion that an ACE-driven solution, such as WATEC, should be developed in the NERC environment. 
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� A listing of meetings and conference calls is provided in Appendix 1 to this report.
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