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Final Minutes
1. Welcome

Mr. Power opened the meeting.  Ms. McMillan gave the antitrust advice.  Mr. Blohm voiced concerns regarding the late postings submitted as work papers for the meeting.  It was decided that these postings would be discussed at the meeting but no formal votes would be taken concerning them.  Participants introduced themselves.  
Mr. Vandervort suggested the addition of a discussion about Inadvertent Frequency Components Option to the agenda.  Mr. Cox moved, seconded by Mr. Henery to adopt the agenda as modified.  The agenda was adopted as modified absent objection.  Mr. Blohm’s proposed redlines for the May 5-6, 2004 draft minutes were reviewed and accepted along with several other minor changes.  Mr. Blohm moved, seconded by Mr. Cox to adopt the May 5-6, 2004 draft minutes as modified.  The minutes were adopted as modified absent objection.
2. Review and Disposition of Adopted Motions Document

The group discussed the motions contained in the document.  It was decided that the following motions should remain on the document as is: A, C, D, E, F, H, I, J, and K.

The group decided to modify the motions below as follows:
Motion  B:  Add a note stating this motion should be revisited before any decisions relevant to its details are finalized.  
Motion G:  It was agreed to strike the two sentences of discussion following the actual motion language.  
Motion L:  Add a note stating this motion should be revisited before any decisions relevant to its details are finalized.    

Motion M:  Add a note stating this motion should be revisited before any decisions relevant to its details are finalized.  

Motion N:  It was noted that this motion was passed during a meeting on February 26-27, 2004 and this should be noted in the motions document.

The IIPTF briefly discussed tabled motion A.  Mr. Goins stated he will withdraw his motion.  The motion was withdrawn.
Mr. Cox suggested adding the three motions flagged for possible re-visitation to the next meeting agenda.  

3. Discussion of Action Plan for Moving Forward

Mr. Power stated the IIPTF needs to develop a plan of action with the goal of presenting a work product to the EC in October.  He suggested the group focus on finishing the pricing methodology at this meeting, and by the end of the next meeting the IIPTF should be able to agree on a means of determining the band width and the penalties and payments.  
Mr. Vandervort stated his proposal might help the group to move forward and suggested they discuss it at this time.  Mr. Henery suggested the paper he posted might also be a good resource for this discussion.  The group agreed to discuss these items.
Discussion of Frequency Components Option

Mr. Vandervort stated his proposal maintains the system as it functions now and adds a second part that rewards good inadvertent/frequency and penalizes bad inadvertent/frequency.  He noted this would address time error correction.  Mr. Illian stated the difficulty is no one has defined an ancillary service needed to successfully implement a proposal like Mr. Vandervort’s.  Mr. Cox noted this proposal is similar to ECAR, which has a $15 proxy, which is paid when an entity is outside of the bandwidth.  Mr. Illian stated he has considered this as a possibility but there are motions this group has already passed that may conflict with this proposal.  He noted it might be reasonable to accept payback in kind if there is a hurdle to discourage people from taking advantage of the system by providing compensation for frequency services used.  Concerns were voiced that this system may encourage the problem of “parking” large amounts of inadvertent within control areas.  Mr. Illian noted that the IIPTF has passed a motion stating that outside of a bandwidth there will be financial settlement and this motion would need to be rescinded before taking any action on this proposal.    

4. Review of Submitted Work Papers

Mr. Blohm and Mr. Henery presented their work papers.  Mr. Reed asked if Mr. Henery’s work paper outlines a unilateral transaction.  Mr. Henery stated it is similar to a forced in-kind payment and the accounts where these algorithms are in place have been working better.  Mr. Reed stated automatic payback assumes that inadvertent accumulated over a one hour period is then paid back over the next three hour period.  He asked if there is an option with Mr. Henery’s system to not pay it back during that three hour period.  Mr. Henery noted this methodology recognizes inadvertent as a natural phenomenon but if there is a disturbance or emergency then these algorithms can be turned off.  Mr. Reed asked if the infrastructure for these algorithms was in place prior to implementation and if not how much cost was incurred to construct the infrastructure.  Mr. Henery noted the Western Interconnection worked with the WECC on this project and they donated staff to write the algorithms, and most of the infrastructure was already in place.  Mr. Reed stated this process is a very effective way for the Western Interconnect to clear inadvertent balances, but the three hour window does not necessarily provide an effective way of valuing inadvertent.  Mr. Blohm voiced concerns that this policy would not be as effective in other regions and suggested the group consider whether NAESB can adopt this as a regional standard.    

Mr. Power presented several spreadsheets to illustrate a value based on the current L10.  He noted his example refers to L10 as a bandwidth, however frequency would still be used to determine if someone is on the good or bad side of inadvertent.  Mr. Power noted he will review these spreadsheets and attempt to modify them in response to comments voiced during the discussion.    
5. Continued Discussion on Frequency Bandwidth

Mr. Cox stated the current consensus in the group is the bandwidth should be plus or minus 20 MHz around scheduled frequency.  Mr. Blohm voiced his objection to establishing a bandwidth using these parameters.  Mr. Goins moved, seconded by Mr. Reed to establish that the bandwidth will be plus or  minus 20 MHz around scheduled frequency.  Mr. Blohm moved that this issue be tabled until further studies can be conducted.  No second was recorded for the motion.  Upon a procedural vote the original motion passed with one objection and two abstentions.

6. Continued Discussion on Pricing Methodologies

Mr. Reed suggested that when an entity is outside of the bandwidth and the frequency is high then they would receive nothing (over-generating = no payment for energy), and in the event of low frequency there would be a fixed price.  And in the event that a party felt the fixed price was not sufficient then there would be a discovery process where the party receiving payment could bring evidence to the table to justify a higher price.  He suggested this fixed price could be around 125 or 150 dollars per MWh.  Mr. Blohm voiced concerns that this method would not prevent parties from taking advantage of the system.  Mr. Reed stated receiving no money would be an incentive to take the generator(s) off line in the event that an entity is over-generating.  There was extended discussion regarding this issue.  

It was noted that any decision made concerning price does not preclude the exploration of Mr. Vandervort’s solution in the future.  Mr. Blohm suggested starting with a single energy price and then deciding if it needs to be altered to include frequency.  No motion was offered during the meeting for a pricing methodology.  
7. Discussion of Balanced vs. Unbalanced Settlement

The group agreed that balanced settlement is preferred over unbalanced settlement.  Mr. Goins stated his preference that the entity causing the problem be fined, and suggested a system should be developed to allow entities compensation from the interconnect when a balanced in-take does not occur.  Mr. Cox stated this balanced settlement is referring only to instances where money is changing hands, and suggested another solution would be to directly assign payments and if an entity does not get paid there would be a process of dispute resolution.  Mr. Reed stated parties would still be responsible for removing their own imbalances and the only responsibility the settlement agency would have is to issue an invoice.  Mr. Vandervort stated the idea of balanced settlement is good, but if a settlement agency exists the group should consider the cost of administering such an agency.

Mr. Illian reiterated the most important characteristic of setting a price will be to have a system set up for balanced settlement.  He noted there was a suggestion to develop a settlement agent that does not take control or ownership of energy or distribute funds but serves the accounting function of distributing invoices.  All parties in this system are still responsible for their own settlement.  He noted there is a simple way to convert any methods the group discussed into a balanced settlement method and suggested if the IIPTF would like to use this particular method it would eliminate the need to consider whether or not the initial settlement methodology is balanced and make the decision based solely on the merits of the pricing methodology.  Mr. Illian volunteered to develop a report on this methodology and have it ready for the next meeting.  
8. Other Business

Mr. Vandervort noted he will prepare a work paper on his proposal for the next meeting and have it posted on the NAESB website.  

9. Adjourn

Mr. Reed moved, seconded by Mr. Henery to adjourn the meeting on May 27, 2004 at 10:17 a.m. Central.
10. Attendees

	Name
	Company
	In Person/Phone

	Blohm, Robert
	Consulting Economist
	Phone

	Byron, Harper
	Cleco Power
	Phone

	Cornish, Kyler
	Entergy Services
	Phone

	Cox, Phil
	AEP
	In Person

	Dotterweich, Andrew
	Consumers Energy
	Phone

	Goins, Larry
	Tennessee Valley Authority
	Phone

	Henery, Nick
	SMUD
	In Person

	Illian, Howard
	Energy Mark
	Phone

	McMillan, Meghan
	NAESB
	In Person

	Power, John
	MISO
	In Person

	Reed, Tony
	Southern Company
	In Person

	Ulch, Dean
	Southern Company
	Phone

	Vandervort, Tom
	NERC
	In Person
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