UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSION

Standards for Business Practices and ) Docket No. RM05-5-000

Communication Protocols for Public Utilities.” )

Comments and Progress Report of the North American Energy Standards Board (NAESB)

Since the original submittal by NAESB on January 18, 2005, and the Federal Energy Regulatory
Commission (FERC) issuance of the Notice of Proposed Rulemaking in Docket No. RM05-5-000 on
May 9, 2005, several efforts have concluded or are nearing conclusion that may bear on this docket.
Specifically, this progress report intends to address four areas: (1) the business practices for manual
time error correction, ACE equation special cases, and inadvertent interchange payback for which the
North American Electric Reliability Council (“NERC”) prepared and submitted comments on June 24,
2005; (2) the efforts undertaken by NAESB to determine if additional commercial business practices
were needed for inadvertent interchange payback; (3) the efforts undertaken by NAESB to separate the
commercial business practices from reliability standards for transmission loading relief; and (4) the
efforts underway by NERC and NAESB to document a formal coordination process for joint standards
development that complies with both organizations’ standards development processes. We hope that
this progress report proves helpful as the Commission continues to address issues in Docket No.

RMO05-5-000, and we look forward to the issuance by the Commission of an order in this docket.



Following are status reports on the four activities that have recently concluded or been resolved, or are

in the process of concluding:

NAESB Commercial Business Practices — Manual Time Error Correction, Area Control Error

(ACE) Equation Special Cases, and Inadvertent Interchange Payback

In recent discussions with NERC staff, we understand that they intend to withdraw their
comments provided to the Commission on June 24, 2005". In these comments, NERC
requested that the Commission defer action on its proposal to amend its regulations to
incorporate by reference the three NAESB Wholesale Electric Quadrant (“WEQ”) standards for
time error correction, ACE special cases, and inadvertent interchange payback. NERC has not
taken steps to incorporate the elements of NAESB’s commercial business practices for these
three standards into its collection of Version 0 reliability standards. It is our understanding that
they do not plan to do so, and the standards should remain within NAESB as commercial
business practices that complement the reliability standards already in place. This does not
preclude future standards development action that NERC or NAESB may take for subsequent

versions.

Additional NAESB WEQ Standards for Commercial Business Practices for Inadvertent

Interchange Payback
At the NAESB WEQ Executive Committee meeting on November 29, 2005, the WEQ

Executive Committee unanimously approved the report of the Inadvertent Interchange Payback
Task Force (“IIPTF”). The report itself, the comments provided to the report, the minutes of
the Executive Committee including the voting records and the availability of transcripts are
included as Attachment A. The report noted that the IIPTF participants recognized 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, a majority of the task
force members determined that, at this time, no consensus regarding any proposed solutions

considered by the task force could gain approval. Each of the proposed solutions considered

! Comments of the North American Electric Reliability Council on Standards for Business Practices and Communication
Protocols for Public Utilities, FERC Docket No. RM05-5:
http://elibrary.ferc.gov/idmws/nvcommon/NVViewer.asp?Doc=10632328:0.
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had one or more significant implementation hurdles to overcome, including but not limited to:
data acquisition and integrity; pricing; credit; funding; and 100% participation of the affected
interconnection. Two solutions were offered at the end of the task force’s analysis, neither of
which garnered sufficient support to indicate that a consensus of the industry was achievable.
With the report adopted by the WEQ Executive Committee, NAESB does not recommend any
additional changes to the commercial business practices for inadvertent interchange payback at

this time.

Additional NAESB WEQ Standards for Commercial Business Practices for Transmission
Loading Relief (“TLR™)
At the NAESB WEQ Executive Committee meeting on November 29, 2005, the WEQ

Executive Committee approved the commercial business practices for transmission loading

relief. They approved these standards with a proviso that they not be sent out for ratification by
the membership until the members of the WEQ Board of Directors were assured that adequate
coordination between NERC and NAESB was in place to ensure that the reliability standards
and the complementary commercial business practices remained in lock step and the Board of
Directors endorsed that action. NERC and NAESB are actively pursuing finalizing the
procedures to be used to coordinate joint standards development, which will be provided to the
WEQ Board members shortly. Assuming that the process outlined is satisfactory to the WEQ
Board Members, the TLR commercial business practices will be released for member
ratification. Assuming member ratification, NAESB would not immediately file these business
practices with the Commission for consideration until NERC and NAESB have had an
additional opportunity to determine if further changes are needed, and NERC has completed it
process of developing the reliability standards. It is expected that NERC and NAESB will
employ the joint development process to ensure that the coordination of the development of the
two products is achieved. Both the Board of Directors minutes from December 13, 2005 and
the WEQ Executive Committee meeting minutes from November 29, 2005 and availability of
respective meeting transcripts where these discussions were held and decisions made are
included in Attachment B. It is NAESB’s intention that the TLR business practices not be filed

with the Commission as part of Docket No. RM05-5-000 until the joint development process
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has concluded and both NERC and NAESB have coordinated the reliability standards and

business practices standards release.

e NERC - NAESB Coordination of Joint Standards Development
NERC and NAESB are in the process of documenting the procedure for joint standards

development, the outcome of which would be NERC reliability standards and NAESB
complementary commercial business practices. The procedure is fully compatible with the
standards development procedures accredited by the American National Standards Institute for
both organizations. The procedure provides for coordinated timing of the release of the
standards so that no timing gap will exist between the two products. The procedure will be
applied not only to TLR standards development as noted above, but also to the efforts soon to
begin for Available Transfer Capability/Total Transfer Capability standards development®.
Attachment C depicts the coordination process currently being used by NERC and NAESB,

and in the process of final documentation.

In conclusion, NAESB now expects that it will not receive a request from NERC to remove the
commercial business practices for manual time error correction, Area Control Error (ACE) equation
special cases, and inadvertent interchange payback. We also are not at this time modifying the
commercial business practices for inadvertent interchange payback. For TLR business practices, while
we expect to begin the process to ratify the TLR standards, we do not expect to file them with the
Commission as a part of this docket following the ratification -- rather, we will begin working
collaboratively with NERC using the joint standards development process to determine if
modifications are needed. We appreciate the support of the Commission as we develop the

commercial business practices and look forward to Commission action on this docket.

2 NAESB Request No. R05004 (Develop transmission service request and scheduling standards using TTC/ATC/AFC and
CBM/TRM) posted on the NAESB website at: http://www.naesb.org/pdf2/r05004 revised121205_clean.doc and the
attachment to the Request posted on the NAESB website at: http://www.naesb.org/pdf2/r05004al.pdf. The Draft SAR
Version 1: ATC/TTC/AFC Revision is posted on the NERC website at:
ftp://www.nerc.com/pub/sys/all_updl/standards/sar/MOD-001 Rev_SAR_V1.pdf and the Draft SAR Version 1:
CBM/TRM Revision is posted on the NERC website at:
ftp://www.nerc.com/pub/sys/all_updl/standards/sar/MOD_Rev_SAR_V1.pdf. See FERC Notice of Inquiry of Information
Requirements for Available Transfer Capacity, Docket No. RM05-17, 05/27/2005:
http://elibrary.ferc.gov/idmws/nvcommon/NVViewer.asp?Doc=10582471:0.
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