NERC-NAESB Collaborative Proposal for Version 0 Business Practice
Standards

Results Based on Joint TF Meeting August 2-3, 2004
Approved by Joint Interface Committee — August 16, 2004

Background

Atits July 16, 2004, meeting the Joint Interface Committee (JIC) reviewed proposals from the NERC
Version 0 Drafting Team and the NAESB Business Practices Subcommittee (collectively “the drafting
teams”) for the assignment of Version O reliability standards and business practice standards. The JIC
noted agreement between the two proposals on the vast majority of proposed Version O standards,
including both reliability standards to be assigned to NERC and business practice standards to be assigned
to NAESB.

There were, however, afew areas in which the proposals differed. The NERC drafting team considered
severa of the proposed business practices to be too difficult to separate from the reliability requirements,
requiring a substantial rewrite of the current NERC rules. A substantial rewrite of the current reliability
rulesis clearly not in the scope of the Version O project. The NAESB Business Practices Subcommittee
accepted that position and recommended creating duplicate or “shadow” NAESB Version O standardsin
these areas to establish an equivalent baseline for devel oping future business practice standards.

The JIC took several actions at its July 16 meeting:

1. TheJIC assigned to NERC the development of proposed reliability standards, as documented in
NERC's July 9, 2004, Version O reliability standards posting.

2. For the proposed business practice standards agreed to by the drafting teams, the JIC deferred
assignment of those to NAESB, pending discussions at the NERC standing committee meetings
the following week and the August 9 close of comment periods for the NERC and NAESB
postings. The JIC felt that waiting a few weeks to be informed by a broader set of industry
stakeholder inputs would be beneficial.

3. For the third set of proposed standards, in which the NERC drafting team proposed to develop a
reliability standard and the NAESB team proposed to develop a* shadow” business practice
standard, the JIC requested NERC and NAESB to assign ajoint task force of committee leaders
to collaboratively reconcile the proposal s into a common recommendation.

4. The JIC requested thisjoint task force, if possible, to bring asingle NERC-NAESB
recommendation to the JIC for approval on August 16, after the close of the public comment
periods and before the two drafting teams meet to continue working on their respective Version 0
standards.

5. The JIC noted that NAESB was not expected to slow its timetable for developing its proposed
Version 0 business practice standards.

Joint Recommendation

The NERC-NAESB joint task force met in Chicago on August 2—3, 2004, and prepared a proposal for
assignment of Version 0 business practice standards as outlined below. The joint task force was
successfully able to clarify the division of Version O reliability standards and business practices, such that
there are no proposed duplicate standards, with one exception. The one exception is the Transmission
Loading Relief (TLR) Procedure. The task force proposes that that NERC and NAESB adopt aTLR
procedure document with the “ same language and format” in their respective Version 0 standards and




NERC-NAESB Collaborative Proposal for Version 0 Business Practice Standards

immediately begin ajoint project to develop replacement Version 1 standards distinguishing reliability
reguirements and business practices by the end of 2005.

The task force will review the recommendation afina time on August 13 after an analysis of public
comments received by NERC and NAESB. Because the standards in question are all derived from the
NERC operating policies, the NERC Operating Committee is al so being asked to review the
recommendation prior to August 13. Thejoint task force will submit itsfinal recommendation to the JIC
on August 16.

The recommendation was endorsed by the participants on the task force from both NERC and NAESB.
The task force members at the meeting were:

NERC NAESB
Mark Fidrych, WAPA (OC) Michael Desselle, AEP (NAESB Board)
Michel Armstrong, TransEnergie (OC) L ou Oberski, Dominion (WEQ EC)
Terri Grabiak, Allegheny (MC) Scott Brown, Exelon (WEQ EC)
Wayne Lewis, Progress (MC) Phil Cox, AEP (BPS)
Scott Henry, Duke Power (SAC) Joel Dison, Southern (BPS)
Gerry Cauley, NERC (VO Drafting Team) Andy Rodriguez, PIM (BPS)
Bill Lohrman, NERC (MC) Rae McQuade, NAESB

DeDeKirby, NAESB

Recommended Assignment of Appendix 1A Sections B, C, and D (ACE
Special Cases)

Proposed NERC Standard — The NERC Version 0 Drafting Team has incorporated the control
performance standards (CPS1 and CPS 2) into proposed Standard 001. To make this standard complete,
the drafting team incorporated the ACE equation, definitions to support the ACE equation, and specific
reliability requirements from Appendix 1A into the standard.

Proposed NAESB Standard — The proposed NAESB Version 0 Business Practice Standard addresses
treatment of special cases of the ACE equation in Appendix 1A: Section B — Pseudo-Ties and Dynamic
Schedules for Jointly Owned Units); Section C — Supplemental Regulation Service; and Section D —
Load or Generation Transfer by Telemetry. Reliability requirements in the NERC standards will not be
duplicated in the NAESB standard.

References
e NERC Version 0 Reliability Standard 001
e NAESB Version 0 Standard
e Appendix 1A

Operating Policy 1D and Appendix 1D (Time Error Correction)

Proposed NERC Standard — The NERC proposed reliability standard addresses four elements from
Policy 1D Requirement 4: 1) the Time Monitor for an Interconnection must be a Reliability Authority
(RA); 2) any RA in the Interconnection may halt atime error correction for reliability considerations
(before or during the correction); 3) any Balancing Authority may request its RA to halt atime error
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correction for reliability considerations, and 4) establishing frequency offset at 0.02 Hz. This standard is
derived from Operating Policy 1D Requirement 4.

Proposed NAESB Standard — The NAESB proposed business practice standard is the time error
correction procedure, exclusive of the reliability elements noted above. This standard incorporates
Operating Policy 1D (excluding Requirement 4) and Appendix 1D.

References
e NERC Version 0 Reliahility Standard 004
e NAESB Version 0 Standard
e Appendix 1D

Operating Policy 1F (Inadvertent Interchange Payback Procedure)

Proposed NERC Standard — The NERC Version 0 Drafting Team has developed a standard that
includes the reliability requirements for inadvertent payback. This proposed standard excludes the
inadvertent payback procedure (Policy 1F Requirement 5 and Appendix 1F). The NERC standard retains
the inadvertent accounting and metering requirements necessary for reliability. NERC will evaluate
whether a distinct dispute resolution procedure should be retained for inadvertent interchange, or whether
NERC’ s general dispute resolution procedure would be suitable, as suggested by the Version 0 Drafting
Team. The Version 0 Drafting Team will be requested to review whether it should incorporate Appendix
1F Section C — On Peak and Off Peak Periods — into the NERC standard.

Proposed NAESB Standard — The NAESB proposed business practice standard incorporates the
inadvertent payback procedurein Policy 1F and Appendix 1F, with modifications to exclude reliability
reguirements noted above and addresses only the payback and business practice aspects. NAESB would
incorporate any aspects of accounting or dispute resolution that it needs for the business practices purpose
of payback. (Infuture standard development efforts (e.g. Version 1), NAESB may establish additional
levels of inadvertent granularity that might be needed for business practice or payback purposes. NERC
will work with NAESB to try to optimize the collection and distribution of that information.)

References
e NERC Version 0 Reliability Standard 006
e NAESB Version 0 Standard
e Appendix 1F

Operating Policy 3 and Appendices 3A1, 3A2, 3A3, 3A4, and 3D

Proposed NERC Standard — The NERC and NAESB drafting teams were able to divide Operating
Policy 3 into reliability and business practice requirements. NERC has proposed four standards on
interchange addressing requirements for: tagging interchange transactions; assessing interchange
transactions, communicating and implementing tagged interchange transactions; and modifying tagged
interchange transactions. The NERC standards incorporate the tag timing requirements in Appendix 3A1.
Omission of the tag data elements was an oversight and the drafting team will be requested to review
Appendix 3A4 to identify tag data elements needed for reliability and incorporate them into the next
posting of the Version O reliability standards.

Proposed NAESB Standard — The NAESB business practice standard is proposed to include the
remaining portions of Policy 3 addressing business practice issues and Appendices 3A2 — Tagging
Across | nterconnection Boundaries, and 3A3 — Electronic Tagging Service Performance Requirements
and Failure Procedures. Any tag data requirementsin Appendix 3A1, 3A4, and 3D not considered by
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NERC to bereliability requirements may be incorporated by NAESB into a business practice. If the
comments indicate that the above five appendices (3A1, 3A2, 3A3, 3A4, and 3D) should remain with
NERC, NAESB would be able to reference the appendicesin their Version 0 CIBP Business Practice.

References
o NERC Version 0 Reliability Standards 010, 011, 012, and 013
e NAESB Version 0 Standard
o Appendices 3A1, 3A2, 3A3, and 3A4

Operating Policy 5C

Proposed NERC Standard — The proposed NERC standards address the reliability requirements of
Operating Policy 5.

Proposed NAESB Standard — NAESB agreesto withdraw its proposed business practicein Version 0

that includes Operating Policy 5C requirement 2.1 and requirement 3. NAESB will propose that it later
develop these asa Version 1 Business Practice.

References

None.

Appendices 9C1, 9C1B, and 9C1C

Proposed NERC Standard — NERC has proposed a set of standards that trandates the entirety of
Operating Policy 9 into reliability standards. The NERC Version 0 Drafting Team, although
acknowledging significant business practices exist in the TLR procedures (Appendices 9C1, 9C1B, and
9C1C), believed that it was not possible in the time frame of the Version O project to rewrite the TLR
procedure to separate reliability requirements from business practices. The drafting team proposesto
incorporate the TLR procedure in its entirety into the Version O reliability standards, modified only to
incorporate functional model language. The NERC drafting team will also request WECC and ERCOT to
provide updates in Version 0 to Appendices 9C2 and 9C3 respectively.

Proposed NAESB Standard — NAESB proposes to adopt the TLR procedure (Appendices 9C1, 9C1B,
and 9C1C) asa Version 0 business practice standard. The NAESB standard addresses only the Eastern
I nterconnection and does not propose to address WECC or ERCOT congestion management procedures.

Additional Considerations
1. NERC and NAESB should use the identical TLR procedure in their Version O standards.

2. NERC and NAESB should develop ajoint plan for filing an update of the TLR procedure with
the FERC.

3. NERC and NAESB should immediately begin ajoint effort to update the TLR procedure to
divide the reliability requirements and business practices and to incorporate other necessary
improvements to the TLR procedure. The recommended target for retiring the duplicate Version
0 standards with the next version is end of 2005.

References
e Proposed Version 0 TLR Procedure
o Appendices 9C1, 9C1B, and 9C1C




