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RETAIL DATA QUALITY AND INTEGRITY:


SUPPLEMENT TO THE JULY 25, 1997 WORKSHOP REPORT ON RETAIL SETTLEMENTS AND INFORMATION FLOWS





INTRODUCTION





The restructured electricity industry in California depends upon a complex set of data and information exchanges among separate commercial entities for scheduling power, identifying energy imbalances as the basis for financial settlements, billing customers, and remitting funds collected by one entity on behalf of others.  The integrity and security of these customer usage data and financial exchanges will greatly influence the faith that market participants have in multi-party transactions and shared efforts to provide revenue cycle services.





Thus far, there have been only limited provisions in the market development process for creating business control and oversight mechanisms to ensure the required integrity and accuracy of this data.  As a result, there is a potential for settlement inaccuracies and market abuses that could negatively impact the financial health of market participants and undermine overall confidence in the marketplace.





The lack of adequate controls to ensure that energy transactions are properly accounted for is considered by participants to be the most serious threat to market integrity on January 1, 1998.





Purpose of the Report





On July 25, Pacific Gas and Electric Company (PG&E), San Diego Gas and Electric Company (SDG&E), Southern California Edison Company (SCE) (collectively, the UDCs), and the California Energy Commission staff filed a report on Retail Settlements and Information Flows (RSIF), following a Commission-ordered workshop on July 7.  That report contained a broad overview of the information flows between entities that will be required for the new electric market structure to function beginning 1/1/98 and incorporated the views expressed by several other parties during the workshop process. 





Among the high-priority issues identified in the RSIF report requiring immediate implementation efforts was the establishment of standards, procedures, and responsible entities for the auditing and performance monitoring functions.  The sub-team that has taken up this issue has addressed it in terms of the importance of ensuring data quality and integrity.





This supplemental report:





highlights the major threats to data integrity and quality in the RSIF processes;





presents some possible solutions to this problem;





recommends a forum for further analysis and development of mechanisms that would establish control procedures where they are appropriate; and





proposes record-keeping requirements to facilitate such procedures.





This preliminary proposal is based on several specific areas identified as potential problems at the August 6 stakeholder meeting, in three of the workshop reports (RSIF, Direct Access Implementation Plan (DAIP), and Meter and Data Communications Standards (MDCS)), and on subsequent discussions within the RSIF sub-team that assembled this report.





Parties that participated actively in Retail Data Quality and Integrity sub-team discussions or contributed comments on prior drafts of this report include the three UDCs, the CEC, Green Mountain Energy Resources, MZA Grid Services, Mock Energy, CellNet, and PacificCorp.  These parties support the recommendations contained herein.


Specific Recommendations 





The parties ask the Commission to take the following actions, concurrent with its actions on the other workshop recommendations:





Sanction a collaborative effort among all market participants to conduct a more comprehensive transactional analysis of the new industry structure and to identify areas where additional business controls and/or oversight mechanisms are desirable or necessary.





Require that all parties to commercial electric transactions maintain auditable records of all data pertinent to those transactions for a period of at least three years.  This data should include, but not be limited to, meter data, billing and settlements records.





Initiate discussions with the FERC and/or other appropriate oversight entities to gain adoption of the control, record-keeping, and other recommendations of the collaborative effort mentioned above pertaining to the functions/entities under shared jurisdiction or the jurisdiction of those other entities.





ASSESSMENT OF DATA COLLECTION AND EXCHANGE REQUIREMENTS





Broadly speaking, four elements are needed to ensure data quality and integrity:





The procedures and rules for performing various data collection and processing activities must be designed to ensure that data needed to support the market structure is collected and transmitted to all appropriate entities.





Standard agreements among parties are necessary to ensure that data transfers and information exchanges are clearly specified, and that data is accurate and of high quality.





An effective monitoring and oversight regime must be in place to discourage errors and abuses and to detect them whenever they occur.





The mechanisms to resolve disputes must ensure that customer data continues to be collected and processed, and that information is exchanged, even when unresolved disputes are being investigated.





The parties have performed a preliminary assessment of the current requirements for customer data collection and exchange.  This section will describe the overall results of this process and discuss, as an example, a specific problem that has been identified.


Review of Data Collection and Exchange Requirements





The RSIF report identifies the general flow of data from the customer meter through various applications using this data, eventually resulting in a bill to the customer and a series of financial exchanges among entities.  As a result of their preliminary review, parties believe that the necessary data will be collected from the customer; however, there are weaknesses in the mechanisms whereby aggregates of customer data are processed and exchanged.





These weaknesses take two specific forms:





lack of control procedures to ensure that settlement data is complete and accurate as it passes between various market participants, and 





the absence of any regulatory authority with effective oversight of retail customer data as it is used by the ISO, PX, and SCs.





Processing of validated individual customer consumption data into settlement-ready aggregates was not identified as an essential step in the retail information flow until the late spring of this year.  The ISO interim staff and its various vendors realized at this time that the ISO could not, and should not, perform this massive data processing step, but that SCs should be responsible for ensuring that the necessary data processing is done before data are reported to the ISO.





This is a key activity, because these aggregate usage data becomes the basis for comparison with PX and/or ISO schedules, identification of energy imbalances, and resulting financial settlements.  Application of local regulatory authority-sanctioned load profiles and distribution loss factors occur in this step.





As a result of the review undertaken as part of the RSIF report development process, follow-up activities are underway to ensure that distribution loss factors and load profiles are available to those entities that must access them when developing settlement-ready data.





The CPUC and other local regulatory authorities believe they have jurisdiction over revenue-quality meters and meter data collection processes.  CPUC D.97-05-039 and the MDCS reports speak clearly to proposals developed for review and consideration by the CPUC for investor-owned utilities and ESPs that might provide revenue cycle services to UDC customers.





Unfortunately, whatever jurisdiction FERC might have over the ISO and the PX cannot be readily translated into effective jurisdiction over retail customer data used by scheduling coordinators and energy service providers.  Even if FERC's jurisdiction could be asserted over these entities, FERC has no effective process to deal with retail customer data issues.  The CPUC, other local regulatory authorities that may permit direct access, but FERC must develop a workable assignment of authority and oversight responsibilities to ensure that retail customer data issues can be properly supervised.


A Major Flaw in the Settlements Process





The lack of adequate controls to ensure that energy transactions are properly accounted for is considered by participants to be the most serious threat to market integrity on January 1, 1998.





The data for a given direct access energy transaction often undergoes numerous processes before it can be translated accurately into a customer bill. In some cases, the market participants themselves will be able to detect inaccuracies in the data. In others, however, detection will be problematic, and there are currently no control procedures in place to ensure that energy transactions are adequately accounted for, from the point of delivery of energy to the reading of the meter through to the settlements process and allocation of unaccounted-for energy (UFE).  Furthermore, no entity has been assigned the responsibility to investigate any suspected abuses or errors involving end-use meters and the associated end-use meter data, or to institute procedures to discourage or detect such abuses or errors.





Figure II-1 below diagrams the reporting of end-use meter data all the way from the retail customer meter through a Meter Data Management Agent (MDMA)� to the Energy Service Provider (ESP) to both the UDC and Scheduling Coordinator (SC), and through the ESP’s Scheduling Coordinator to the ISO for final energy settlements.  A dashed vertical line indicates the jurisdictional boundary between state (CPUC or other local regulatory authority) and federal authority.





Neither jurisdiction has asserted oversight over the private commercial contracts between an ESP and its Scheduling Coordinator. As a result, neither the ISO nor the UDCs have access to all the information necessary to audit the information exchanged between ESPs and SCs, or the responsibility to do so, to ensure that all the load of each end-use meter served by ESPs is included somewhere in the aggregate metered load submitted by SCs for ISO settlement. This gap in market oversight creates the potential for inaccuracies or abuse to remain undetected.





Currently, customer load that is not included in the aggregate metered load of any SC will fall into the Unaccounted-For Energy (UFE) imbalance, which is allocated to all Scheduling Coordinators (and/or their client ESPs) in proportion to their share of reported load in each hour.  The customer will continue to receive uninterrupted physical flows of energy.  However, either the customer, its ESP, or its SC could escape paying directly for the commodity generation consumed by the customer.





Figure II-1
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A Specific Example of Potential Market Abuse





At the July 7, 1997 RSIF workshop, examples were presented of how Energy Service Providers (ESPs) could evade paying electric commodity costs. As one specific instance, consider the case of an ESP that fails to establish a contractual relationship with any SC to procure all or some portion of a given customer’s generation needs on any given day.  The ESP continues to read and report accurate meter data to the UDC for this customer, settles with the UDC for delivery charges and bills the customer either directly or through UDC consolidated billing, but can avoid payment for generation to serve that customer.  In essence, the ESP has received energy to serve the customer for free.





Without further controls and oversight, this practice could continue undetected indefinitely.  Pervasive abuse of this nature would damage both equity and efficiency in the new market – i.e. both the misallocation of costs among parties and, also, higher overall costs of doing business for all parties would accrue due to inaccurate settlements and higher UFE charges (and potentially higher required ISO reserve margins).  Serious and widespread errors or abuse could also lead to an overall loss of market confidence, contributing to lower customer Direct Access participation rates and a disincentive to market entry by potential participants.  





All legitimate market participants have a strong, shared self-interest in protecting themselves, their customers, and the market from unintentional errors or abuse.





POSSIBLE SOLUTIONS AND IMMEDIATE RECOMMENDATIONS


Oversight and Enforcement Framework





The RSIF sub-team considered possible controls that could be put in place immediately to detect cases where under-reporting of end-use metered loads occurs.  Two key control checks or “triggers” were identified that could motivate further investigation by an oversight agent.





The first involves the tracking of UFE for any aberrant or “unacceptably high” Unaccounted For Energy flows.  As the market evolves, parties expect to develop greater experience with UFE levels, and any departure from expected and reasonable levels would be a red flag, indicating that any of a number of potential errors or market abuses might be taking place.





A second control check would involve a comparison of UDC and ISO data on the number of end-use meters and the total load of all metered reads reported.  If the number of end-use meters or the total end-use metered loads reported by ESPs to the UDCs for a given settlement period differed appreciably from the total end-use meters or end-use metered loads reported to the ISO by Scheduling Coordinators, further investigations should be initiated.�





While there was general consensus on the nature of the required controls, parties were unable to agree on an entity or entities that should be entrusted with performing the oversight functions and on an institutional framework for enforcement.  Two alternatives are shown in Appendix A, one regulatory in nature, the other contractual.





Under the regulatory model, an existing regulatory agency (CPUC, CEC, or FERC), a regulated entity (such as the UDCs or ISO), or some newly formed entity would build systems and conduct routine control checks of settlements data.  The same or another regulated entity could then be empowered to investigate cases of potential errors or abuse, impose regulatory sanctions on violators, and participate in any necessary dispute resolution with affected parties.  Parties note that no regulatory agency currently appears to have the authority or resources to perform this task, and that the ISO has indicated that it will not involve itself in any tracking of individual customer or ESP data.  The UDCs have indicated that they do not wish to assume any “policing” and enforcement role over the commodity generation market, and believe that such a proposal on their part would be resisted by a number of other parties.  Appendix B contains Edison’s proposal for an audit framework that would address market-wide control and oversight issues.





Under the contractual model, the market participants themselves would voluntarily form a joint oversight team, including both regulated and unregulated entities, which would establish mutually agreeable control procedures.  This same or another jointly sponsored entity could then further investigate suspected abuses under powers provided by audit clauses in commercial agreements among the parties.





Enforcement could be achieved through contractual provisions, for example, via termination clauses or other contractual remedies, perhaps subject to dispute resolution.�  These oversight and enforcement provisions could only be included by mutual consent of the parties to each contract in the web of commercial relationships in the new energy marketplace (e.g. the UDC/ESP agreements, ESP/SC contracts, SC/ISO agreements, etc.), and with blessing from both state and federal regulators.





A final alternative is to allow market participants to self-police each other on an individual basis; however, this approach is substantially limited by the restricted availability of necessary information (e.g. settlements data, private contracts, etc.).


Maintenance of Records





Regardless of the form of business controls or procedures adopted by the Commission (or other entities), the need to maintain historical records of energy transactions is critical to any oversight function.  Rules should be established concerning record retention requirements governing all participants, so that information will be available when detailed monitoring requirements are implemented.  The Commission should acknowledge that retention requirements should be established for, but not limited to meter data, billing records, and settlements records.


Immediate Recommendations





The parties believe that a control and oversight regime must be in place on January 1, 1998 to detect and deter the kinds of market errors or abuses detailed above.  The parties believe that a regulatory solution is both less desirable and less feasible within the narrow time constraints that remain.  However, in order to ensure that sufficient controls are in place, the parties request that the CPUC: 





Immediately initiate and sanction a broad stakeholder group charged with developing collaborative contract-based oversight protocols;





Communicate with the FERC under the doctrine of cooperative federalism, in order to coordinate ISO and PX participation in collaborative discussions;





Support reasonable cost recovery of UDC costs incurred to implement any agreed-upon collaborative oversight regime; and





Order UDCs, ESPs, and other market participants to maintain data records related to meter reading, meter data exchange, billing, settlements, and other records related to physical direct access transactions.





The nucleus of the stakeholder group referenced above has already formed as a sub-team if the RSIF process, and has made possible this report.  The group intends to continue its collaborative efforts and expects to return to the Commission in October with more specific recommendations for control and oversight mechanisms.  The parties will request a response from the Commission before January 1, 1998.





IDENTIFICATION OF OTHER FLAWS





Other Direct Access Workshop reports identify specific areas where control weaknesses exist.  These areas are consolidated below in Table IV-1.  For some of these control issues, there may be sufficient information available to market participants that it may not be necessary to establish any oversight procedures.





For example, ESPs offering “green” power are likely to keep apprised of similar offers made by their competitors.  Should one of them misrepresent its product to customers, other ESPs could pursue a remedy through the Federal Trade Commission.





For other control issues, procedures will be needed to ensure smooth and equitable operation of the new market structure.  For example, Meter Data Management Agents could be certified through an audit to confirm that their business practices meet minimum standards for ensuring data quality and integrity. (See Appendix C for CellNet’s proposal on this topic.)





Some control issues have a public safety component. The requirement for certification of third-party meter installers (as discussed in the MDCS workshop report) is an example where vendor and/or consumer safety could be compromised without some mechanism for enforcing these standards.





As parties have made clear, the UDCs should not have the obligation to enforce these kinds of requirements. This report suggests that the joint participants’ effort recommended above should be the vehicle for deciding how these issues are to be resolved.





Table IV-1 Summary of Business Controls and Oversight Issues Identified  in Direct Access Workshop Reports





Direct Access Implementation Plan





ESP has complied with any registration requirements


ESP has complied with any requirements to independently verify direct access sign-ups


Energy is being purchased to cover all of an ESP’s load by a certified scheduling coordinator*


ESP has complied with any renewables certification


ESP has complied with any requirement to obtain written agreement from all its customers to pay CTC


Inclusion of required regulatory notices in customer bills





Meter and Data Communications Standards Report:  Meter Data Management Functions





Meter reading accuracy*


Application of validation/editing/estimation procedures*


Application of load profiles*


Application of distribution loss factors, where applicable*


Geographic segregation of meter data, per ISO requirements (e.g., by congestion zone)


Meter data storage requirements





Meter and Data Communication Standards Report:  Metering Agent functions





Meter hardware conformance to CPUC standards


Personnel/company certification (installation, reading, maintenance)


Conformance of meter installation/maintenance procedures with safety requirements


Meter installation/calibration procedures


Meter maintenance procedures


Meter hardware accuracy*





Retail Settlements and Information Flows Report





Scheduling coordinators are scheduling/purchasing energy to cover all their loads*


Application of validation/editing/estimation procedures*


Application of load profiles*


Application of distribution loss factors, where applicable*


Geographic segregation of meter data, per ISO requirements (e.g., by congestion zone)





* these control issues are components of the major flaw described in Section II.





CONCLUSION





This preliminary review of data quality and integrity offers a more complete framing of the issues.  Direct Access and the unbundling of revenue cycle services has resulted in a marketplace in which multiple market participants are mutually dependent upon data for operational and billing purposes.  The needs within this market for mechanisms to provide assurance of data quality and integrity that may be unprecedented within commercial business.  Development of market rules and organizational management controls to implement those rules are important preconditions to data quality and integrity.  Ensuring that all market participants actually follow these rules, however, requires an oversight authority that can perform audits, impose sanctions, and provide motivation to market participants to comply with the rules.





The parties believe that substantial additional assessment is needed before a complete understanding of all of the potential weaknesses of the retail information flows of the restructured industry are known.  This report has expanded upon the brief introduction of the additional assessments first described in the RSIF report.





Since the entire industry is dependent upon the quality and integrity of these data flows, it seems appropriate that a stakeholder group perform these additional activities.  Therefore, we request that the CPUC formally sanction the RSIF participants and the sponsors of this report as an ongoing entity to provide recommendations for adoption by the industry and the CPUC, where appropriate.





The CPUC itself has two major activities to undertake.  First, the CPUC should adopt the recommendations in the RSIF and MDCS reports and August 1 direct access tariff filings that establish "rules of the game" through metering standards and service agreements that permit unbundling of revenue cycle services.  Second, the CPUC needs to initiate a dialogue with the ISO and PX, along with FERC, about the retail customer data quality and integrity concerns expressed here, and move toward clarification of jurisdictional issues for the regulatory authority with oversight responsibilities for this segment of the restructured industry. 





Respectfully submitted on behalf of:


Pacific Gas and Electric Company,


San Diego Gas and Electric Company,


Southern California Edison Company, and


California Energy Commission Staff





					ROGER J. PETERS


					PETER OUBORG	
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					Law Department
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					P. O. Box 7442


					San Francisco, CA  94120


					Telephone:  (415) 973-2286
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					Attorneys for
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APPENDIX A:  Proposed Market Oversight and Enforcement Frameworks





Activity


�
Model�
Entity (Options) �
�
1. Routine control checks


track UFE levels


compare ISO/UDC meter counts


compare ISO/UDC end-use metered loads


flag potential abuses�
Regulatory














Contractual


�
CPUC, CEC, or FERC


ISO


UDCs


new entity





joint participants’ body


self-policing by marketplace�
�
2. Further Investigation triggered by routine controls


audit SC/ESP contracts


identify gaps in contractual coverage


submit violators for enforcement  �
Regulatory














Contractual


�
CPUC, CEC, or FERC


ISO


UDCs


new entity





joint participants’ body�
�
3. Enforcement


report to regulators/ market


prosecute violators


participate in/adjudicate dispute resolution�
Regulatory


























Contractual�
CPUC/FERC through new ESP/SC certification requirements


ISO through SC agreements


UDC through ESP agreements�


joint participants through contract provisions


legal/regulatory remedy �
�



�
APPENDIX B:  Auditing Framework


(Developed by Edison)





INTRODUCTION





The body of this document describes certain control weaknesses in the retail settlement process, particularly the potential for under-reporting of energy consumption.  Proposed solutions to these and other problems will require auditing as a key component of the overall control structure.  This opinion is consistent with many of the views expressed in the original RSIF Report.  The information described in this appendix provides recommendations to  strengthen the audit framework in the new market.  These recommendations fall into two general categories: audits within the PX and ISO, and audits between participants.  It is a proposal sponsored by Southern California Edison and is not necessarily endorsed by the other RSIF sub-team members.





AUDITS WITHIN THE PX AND ISO





The March 31, 1997, FERC filing PX Tariff, page 93 to 96, describes the auditing framework at the PX.  The March 31, 1997 FERC filing ISO Tariff, page 244 to 247, describes a very similar auditing framework at the ISO.  Basically, the audits described could be characterized as reviews by outside public accountants or consultants, performed either annually as a routine financial or operational audit, or on a one-time basis to address a specific concern.  This structure has two primary weaknesses:





It lacks the in-depth analysis provided by an on-going audit process performed by people, with a detailed understanding of the operations, who are solely dedicated to the success of those organizations. 





It minimizes the involvement of the market participants.





Need for Internal Audit Departments 





To assist the PX and ISO Audit Committees in fulfilling their responsibilities, strong, effective internal audit programs need to be established within both organizations.  





The internal audit departments should have broad authority to conduct financial, operational, and system audits of all aspects of PX and ISO functions.  The departments should have the authority to review activities of individual participants that interface with the PX and ISO.





At a minimum, the scope of the internal auditing departments’ coverage should include the following: 





Accuracy of data reported to, or generated by, the PX and ISO.





Compliance with policies, procedures, rules, laws, regulations, etc.





Accuracy of transactions, including payments, billings, receipts, and accounting entries.





Investigation of instances of suspected market manipulation or fraud, including audits of the records of various market participants, if necessary.





Research to evaluate the merits of participant disputes.





Monitoring of usage reporting, unaccounted for energy, and other statistics to determine the need to further investigate possible irregularities. 





Coordination with the independent CPAs to facilitate the financial audits and minimize duplication of effort.





The departments should conform to the Standards for the Professional Practice of Internal Auditing established by the Institute of Internal Auditors.





Responsibilities of the departments should be identified in formal charters.





The departments should be headed by experienced, professional general auditors.





The general auditors should report to the audit committees of the PX and ISO.





The internal audit departments should be staffed with audit professionals, preferably with Certified Internal Auditors (CIAs), Certified Public Accountants (CPAs), and/or Certified Information Systems Auditors (CISAs).





Internal audit staffs should include individuals with backgrounds in auditing computer systems who are knowledgeable of computer controls, systems development, computer extract procedures, and computer fraud risks.





Need for Participant Involvement





There are two areas in which participant involvement is needed to strengthen the audit frameworks within the PX and ISO:





At least annually, a Joint Participant Audit Team should conduct audits of the PX and ISO’s fees, charges, and allocated costs.  The audit team members should be volunteered by individual participants, and the associated costs of performing the audit should be borne by those participants.





Participants should have the right to present disputes in writing to the PX or ISO.  Upon initial screening, the disputing participant should have the further right to perform an audit of PX or ISO records pertaining to the dispute. The cost of performing a dispute resolution audit should be borne by the disputing participant.





AUDITS BETWEEN MARKET PARTICIPANTS





To provide an efficient market, it will be important to allow audits between participants, including UDCs, ESPs, scheduling coordinators, and other market participants.  All market participants should be allowed to include reasonable audit rights in the contracts signed with other market participants.  This is made necessary due to:





The large number of expected participants in the new market.





The lack of more stringent restrictions on participants entering the market.





The fact that many of the smaller participants could fall outside the scope of normal audits of PX or ISO activity.





The inability to verify data upon receipt due to the high volumes transmitted between participants.





The significant exposures for market manipulation, unethical behavior, and fraud in the new market.





The dependence on the accuracy and integrity of information provided by others.





The inability to detect exposures by any method other than an effective audit program.





Basic Principles Governing Audits Between Participants





Audit rights should be guided by the following principles:





Audits should be allowed to verify the accuracy of information provided by other participants, but not to gather additional information of a competitive nature.





Participants should be allowed to negotiate audit clauses in all contracts that allow for regular audits to verify the accuracy of data affecting those participants’ business.





Each participant should have the right to choose the method of conducting audits that is the most efficient and cost-effective. The audits could be performed by either independent public accountants, consultants, or the participant’s internal auditors.





Audits should be allowed upon reasonable notice, with the actual timing being negotiated between participants.





Audit scope should be broad enough to allow participants to protect themselves, but limited to verification of the accuracy of data provided by the other participants.





Audits’ scope should extend to all subcontracted activities (e.g. scheduling coordinators, metering agents, etc.), with the subcontractors’ cooperation guaranteed through the contract relationship.





Audits should be limited to the examination of specific records or documents.  These records should be identified in the form of data requests.





To facilitate the audit process, rules governing all participants should be established concerning record retention requirements.  Retention requirements should be established for but not limited to the following types of documents:


Records of PX bids for the sale of electricity.


Records of reported generation of electricity.


Records of reported forecasts of usage requirements.


Customer authorization for the release of data.


Customer service provider election documents.


Customer contracts.


Records of meter placement, service, changes, etc.


Records of meter readings.


Records of consumption reported to the scheduling coordinator and/or PX.


Customer billing records.


Customer payment records.


Records supporting settlement payment between UDCs and ESPs.


Records supporting billings for internal services between UDCs and ESPs.





The costs of audits should be borne by the participant initiating the audit.





Wherever practical, similar audits by multiple parties, sharing the same business relationship, should be consolidated and performed by joint audit teams (e.g. multiple ESPs using one metering agent).  





Resolution of Disputes





A process should be established to resolve disputes identified through audits.





The results of all audits should be promptly reported to the audited participant.





The two participants should first attempt to resolve any inaccuracies in the audit results, determine any monetary settlement required between the two parties, and establish any required corrective action plans to prevent similar occurrences.





Binding arbitration should be required to resolve disputes that result from participant audits.





Market participants that engage in unethical behavior, fraudulent behavior, or violation of  established market rules or policies should be subject to disciplinary action, including possible decertification and/or monetary damages.





Situations of potential unethical behavior, fraudulent behavior, or violation of  market rules, identified through participant audits, should require reporting to the PX, ISO, CPUC, or FERC for evaluation of possible disciplinary actions.


�
APPENDIX C:  MDMA Certification Requirements


(CellNet Data Systems)





An example of a potential solution to assuring proper conduct by MDMAs (one aspect of the data quality and integrity problem) is CellNet’s proposed mechanism modeled on auditing procedures of the Securities and Exchange Commission. According to this proposal, Meter Data Management Agents (MDMAs) would be required to pay for an independent auditor to certify that they have met the standards necessary to offer services and exchange data on behalf of Direct Access customers, ESPs, or SCs. Each MDMA would be required to arrange for annual audits as a condition of continued certification.  The standards against which each MDMA would be audited should be developed as part of the ongoing collaborative effort recommended in the body of this Report.





Attached are the slides presented by CellNet at the August 6th meeting of the sub-team on Retail Data Quality and Integrity, which further lay out this proposed framework for MDMA audits.
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� See the July 25, 1997 final report of the RSIF workshop for a description of the MDMA function.  This function may reside organizationally within the UDC, the ESP, or a subcontractor to the ESP, depending on the specific unbundled metering arrangement for a given customer.


� Unlike derivative final settlements data, which involve estimated quantities such as transmission and distribution loss factors, load profiled hourly loads, and corrections for generation-level meter error, the total settlement-ready end-use meter loads for a given settlement period are a known, fixed quantity.  The settlement-ready end-use meter data for a given customer and settlement period that are passed by an ESP to UDCs and to the SC(s) ought to be mathematically identical.  Any difference between these two quantities must result from a systematic (either intentional or unintentional) under-reporting of load.


� Further financial remedy, in cases of serious market abuse, could be pursued through the courts and/or by regulatory means.
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