23April-17May 3

North American Energy Standards Board

Bylaws Addendum

Exhibit 2

Whol esale Electric Quadrant Procedures

Version 1.2-3 Apri-i#May 3, 2002
Prepared by: Jack Hawks on behalf of proposed WEQ stakeholder group

Page 1



23April-17May 3

Section 1 Definitions

1.1  Definitionsincluded In NAESB Bylaws
All capitalized terms, if not defined in Section 1.2, shall have the same definitions
as specified in the Bylaws or Certificate of Incorporation of NAESB.

1.2  Definitionsfor the Purposes of this Exhibit

A. "EC Member" means a Member or its representative serving on the EC.

B. “Entity” means a person or organization who is a member of the WEQ.

C. "NAESB Office" means the administrative office of the Secretary of NAESB.

ED. "WEQ" means the Wholesale Electric Quadrant.

FE. "WEQ Designated Alternates’ mean the group of individuals selected by each
WEQ Segment Membership to serve in the stead of WEQ EC representatives who
are unable to attend EC meetings.

G-F. "WEQ EC" means the Executive Committee of the WEQ.

H-G. "WEQ Membership” means the Voting Members of the WEQ collectively.

EH. "WEQ Segment” means one of six (6) co-equal membership Segments of the
NAESB Wholesale Electric Quadrant, representing the following functions that
exist in the operation of the wholesale electric industry: End-Use
Consumption/Customer  Interests;, Distribution/Load-Serving  Entity;
Transmission/Owner-Provider; Power Generation; Power Marketing/Risk
Management; Grid-Market Operationsg/Réliability.

&l " Segment Membership" means the Segment Members collectively.

K-J. "Segment Procedures’ means the procedures attached to this document as
exhibits for each of the Segments, as amended.
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Section 2 Pur pose, Scope, Activitiesand Policies

21

2.2

2.3

Purpose, Scope and Activities

Purpose

The purpose of the WEQ of the North American Energy Standards Board
(NAESB) isto propose, evaluate and adopt electric energy industry standards and
practices that facilitate reliable bulk power grid operations and efficient wholesale
power market operations. Such standards and practices development is to be done
in a manner balances all interests in an equitable manner. In so doing, the WEQ
will serve as the vehicle for unifying the commercial and reliability dimensions of
electric energy industry standards.

Scope and Activities

The WEQ is concerned with and generally tasked to address issues and practices
that are within the scope of NAESB and appropriate to bulk power grid operations
and wholesale power market operations. Specificaly, the WEQ focuses its
attention on how reliability and business practice standards, and related
communications protocols, can be promulgated and implemented in a manner that
harmonizes grid security and efficient wholesale market operations. The
guadrant’s activities further encompass standards development that embraces the
necessary linkage between core reliability policies and ongoing business practices
associated with grid operations and wholesale power markets.

The WEQ shall work closely with other NAESB Quadrants to strive for
consistency where proposed Standards and Model Business Practices affect those

other Quadrants Ihe—WEQ—pr—alse—seFve—as—the—feFmal—eeedeameﬂ—l%

Policies

The Wholesale Electric Quadrant shall comply with the policies and procedures
laid out in the Bylaws and the Certificate of Incorporation of NAESB. The WEQ
also isresponsible for ensuring that cere-reliability standards-policy developed-by
NERC-areis effectively incorporated into the process of developing commercial
business practice standards.

Segment Organization and Member ship Requirements

The WEQ Segment organization operates under the following principles:
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The segment structure and composition should support an efficient
standards development process that includes appropriate remedies for
appeal .

Minority protections are built into the NAESB process. Every legitimately
interested person may attend every meeting, fully participate and vote. ANSI
requires that all concerns, including those of minorities, be fairly addressed.
ANSI expressly does not permit the “exclusion of fair and equitable
consideration of other viewpoints” and ANSI expressly requires that “an effort
to resolve an expressed objection accompanied by comments related to the
proposal under consideration shall be made, and each such objector shall be
advised in writing (including e ectronic communications) of the disposition of
the objection and the reasons therefore. If resolution is not achieved, each such
objector shall be informed that an appeals process exists within procedures
used by the standards developer.” All persons aso have ultimate recourse to
FERC.

(Alternative language on minority interests) Once established, each segment
will formulate its own internal procedures on a consensus basis. Any group of
members of a segment may agree to define and form a subsegment, provided
that (@) each such subsegment must have at least four members, and (b) no
member may belong to more than one subsegment of the same segment. For
purposes of the formation of the internal segment procedures, each subsegment
must agree with a procedure in order before it can be adopted.

All interested persens-entities with a direct interest in wholesale electric
industry standards and operations are eligible for participation as voting
membersin one or more of the following segments provided they meet the
respective definitional requirements outlined below. In the event that an
entity is eligible and chooses to join more than one segment, it must pay
separate membership dues for each segment that it joins.

All segments represent functional activities associated with the wholesale
electricity market. The representative of a member must be a person
employed in the function applicable to the particular segment.

Prospective members (which may be divisions or affiliates of a larger
entity) shall declare the segment with which they are to be identified.

Each segment shall have a set of operating procedures that shal be
incorporated into, but subordinate to, these WEQ procedures.

A member shall have the opportunity to change segments annually, at the
beginning of each calendar year, provided that the member meets the new
segment requirements.

An entity that has multiple subsidiaries, affiliates or divisions and that
desires to have multi-segment representation for those different business
interests must have their segment representatives actually working for the
subsidiary/affiliate/division that is represented in the given segment.
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End-Use Consumption/Customer Interests

Persons that consume electricity; any-entity-that-is-eligible-to-receiveelectric
energy—at—whelesale—and entities that represent customer interests,

including: trade organizations; persons who regulate electricity sales at the
retail level; persons who are elected state officials; persons who advocate on
behalf of consumer interests; or persons who work in state energy offices.

Distribution/L oad-Serving Entity

Any entity with an obligation to serve and that is primarHy—substantially
engaged in the activity of delivering electric energy to whelesale-and/er-end-
use customers, thetuding—persons engaged in the local distribution of
electricity, and persons engaged in merchant sales of electricity to end-use
customers, provided that the representative of a member of this segment
must be a person employed in the distribution or load-serving function of
the member — e.g., load-serving entities such as utility distribution
companies, €lectric cooperatives, municipal electric authorities,
transmission-dependent utilities; public utility districts and other public
power entities, municipal and for-profit load aggregators, and competitive
retaill companies.

Transmission Service/Owner-Provider

Any entity primary-engaged-in-the-activity-ef-owningthat owns a significant

amount of bulk transmission facilities-andfer-providingtransmission-service to
eusterners-of-in the North American bulk power system, provided that the

representative of amember of this segment must be a person employed in the
transmission function of the member — e.g. transmission-owning utilities, for-
profit transmission-only companies, non-profit/publicly owned transmission
entities.

Power Generation

Any entity that directly or indirectly generates and sells generation output into
the North American wholesal e el ectric marketplace or to retail loads over the
bulk transmission system, provided that the representative of a member of this
segment must bea jperson empl oyed in the generation functlon of the member s

Power Marketing/Risk M anagement

Any entity that is primarthy-substantially engaged in the activity of buying and
selling electric energy at the wholesale level, provided that the representative of
amember of this segment must be a person empl oyed in the marketl ng functlon

of the member-a

taerhtmeentheNerthAmerreanJeuHepewepgner— eg. power marketers entltles
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that provide risk management services on behalf of themselves and/or their LSE

or end-use customer clients; brokers-municipal-er-for-profitload-aggregators.

F. Grld Market Operatlons/Rellablllty}

mdustwReglonal Transmission  Organizations  and Independent
System Operators recognized by FERC and Canadian and Mexican
authorities.

[Thereareno additional requirementsin these procedures other than those stated in
Sections 3.1 — Officesand 4.1 — Seal of the NAESB Bylaws]

Section 5 Members
51 Voting Members

Membership and voting rights in the WEQ of NAESB shall be open to any Entity
that meets the following requirements:

A. Businessinterest
The Entity has a significant business interest’ in the wholesale electric
market (or is a representative or Agent of such person) — as determined by a
simple majority of the Segment Membership, if challenged.

B. Authority
Representatives designated by any Entity in any Segment should have the
authority to represent the interests of the Entity seeking to be a Segment
Member.

C. Multiple Member ships Per Quadrant
Memberships in multiple Segments of the WEQ are permissible for any
Entity, provided each membership is filed and declared with NAESB, the
Entity meets the membership requirements of each Segment joined,
membership dues are paid for each Segment and different company
personnel are used for each segment’ s activities.

! Asused in this section, "significant business interest” specifically includes the interests of statutorily appointed consumer advocates.
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D. MembershipsPer Segment
Only one membership per Segment is permissible for any Entity.

E. Multiple Corporate Memberships
Multiple companies under common control within a corporate organization
that desire to become Members must join individually. Members cannot
extend their membership to their parent company, affiliates, or subsidiaries.

F. TradeAssociations
Trade associations may not be members, but may vote by virtue of one or
more proxies held from their constituent members.

aabalVilaVa ce QoA HOR—O ! 'ai\Via

! Asused in this section, "significant business interest" specifically includes the interests of
statutorily appointed consumer advocates.

[There are no additional requirements in these procedures other than those stated
for Sections 5.2-Non-Voting Members, Section 5.3-Nontransferable Member ship,
and Section 5.4-Resignation, of the NAESB Bylaws]
55 Removal of Members

Segment Members who do not have a significant business interest pertaining to

the descriptions contained in Section 2.3 may be removed from Segment
Membership by asimple mgjority vote of their declared Segment Membership.

Section 6 M eetings of the Members— Addendum to NAESB Bylaws-Article 6
All meetings held in association with the NAESB organization, or the WEQ, are
open to any interested person. From time to time, there may be joint meetings of

the WEQ with other Quadrants within NAESB, and Segments may meet jointly to
transact Quadrant business.

Section 7 Board
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7.3
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Board Representation

The WEQ shall elect Directors to the Board from each Segment in accordance
with Segment Procedures.

Qualifications of Directors

Eligibility
To be eligible to serve as a representative on the NAESB Board of Directors, the
Member or its representative must:

1. bewilling to commit the time and resources necessary,

2. havethe authority to fulfill the obligations as a WEQ Director, and

3. be willing to meet the minimum threshold of participation and attendance
established in the NAESB Bylaws, Section 9.7(f), and any other applicable
provisions, as set forth in the NAESB Bylaws.

One Member, One Seat Per Quadrant

No two Directors elected by the WEQ may be employees of the same Member
holding membership in multiple Segments within the Quadrant. This restriction
does not prohibit election of two Directors from two affiliated companies or
separate functions within a holding company having individual Member status, or
from two companies with a parent-subsidiary relationship, provided that the two
Directors from companies with such a relationship or functions within a company
represent Members of different Segments.

One Office Per Member Representative

Directors elected from the WEQ may not hold both a Board seat and a seat on the
WEQ EC at any point in time. If a WEQ EC Member is elected as a Director
from the WEQ, the WEQ EC seat is vacated when the Board seats the EC
Member as a Director.

Number and Election of Directors

Number of Directors

The WEQ shall elect twelve (12) NAESB Directors, subject to the provisions of
Section 19 of these Procedures. Each Segment of the Quadrant will elect two (2)
Directors, subject to the provisions of Section 19 of these Procedures.

Election of Directors
Nominations for and election of all Directors will be in accordance with Segment
Procedures, as follows:
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In preparation for any election of NAESB Directors (other than initial Directors,
as provided for in Section 19),

1. A nominating committee of six WEQ EC Members of the WEQ consisting
of one Member from each Segment, plus the WEQ EC Vice Chair, shall
identify a slate of potential candidates from the Segment Membership.

2. Other nominations may be made at, or prior to the close of the WEQ
nomination period, by any Segment Member eligible to serve on the Board
of Directors, by submitting the candidate names to the NAESB Officein a
form as specified in NAESB Operating Procedures, if such requirements
exist.

3. All nominations must be made and conveyed in writing to the NAESB
Office no less than 30 days prior to the election date.

Term of Office
Terms

Directors shall be elected for two-year terms, with half of the terms expiring in
aternating years.

1. One Director will be elected from each Segment each year to fill expiring
terms.

2. Group A Director termswill expire in odd numbered years.

3. Group B Director termswill expirein even numbered years.

4, Term expiration will be in conjunction with the end of the operating year

of NAESB or as otherwise defined by the Board, Certificate of
Incorporation or Bylaws, as amended.

Limit on Number of Terms of Office
Directors elected from the WEQ may run for re-election without restriction on the
number of terms held.

Change of Affiliation
In the event that the Director

1. changes affiliation to another Member within the same industry Segment,
the Director's term will continue until its natural expiration, provided that
there is no other Director already representing the Director's new
affiliation, in which case the Director changing affiliation will vacate the
seat for election of anew Director;

2. isno longer affiliated with the electing industry Segment, the Director will
vacate the seat for election of anew Director.
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75 Vacancies

In the event that a Director resigns or otherwise vacates the Board seat, and more
than 120 days remain in the term of office, the Segment will hold an election
within 60 days to fill the vacant seat.

7.6 Removal of Directors

In addition to being subject to removal from office by the NAESB Board of
Directors, Directors may aso be removed from office for cause. The WEQ
Segment shall give the Director at |east a 30-day notice of the proposed action and
an opportunity to respond. A 67% majority of the applicable WEQ Segment
Membership shall be required to remove a Director. The vacant seat is to be
refilled in accordance with the requirements of Section 7.5.

[There are no additional requirementsin these procedures other than those stated in
Articles 8-Officersand 9-Meetings of Directors, of the NAESB Bylaws]

Section 10 Executive Committee

10.1 EC Representation

The WEQ shall have an Executive Committee (WEQ EC), which shall also
participate in the larger NAESB EC. The WEQ shall elect representatives to the
WEQ EC from each Segment in accordance with Segment Procedures.

10.2 Qualifications of EC Members

A. Eligibility
To be igible to serve as an EC Member, the Member's representative must

1. bewilling to commit the time and resources necessary,

2. havethe authority to fulfill the obligations as an EC representative, and

3. be willing to meet the minimum threshold of participation and attendance
established in the NAESB Bylaws, Section 10.4(j), and any other applicable
provisions, as set forth in the NAESB Bylaws.

B. One Member, One Seat Per Quadrant
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No two EC Members elected by the WEQ may be employees of the same
Member holding membership in multiple Segments within the Quadrant. This
restriction does not prohibit election of two EC Members from two affiliated
companies or separate functions within a heldirg—company having individual
Member status, or from two companies with a parent-subsidiary relationship,
provided that the two EC Members from companies with such a relationship or
functions within a company represent Members of differing Segments.

C. One Office Per Member Representative
Directors elected from the WEQ may not hold both a Board seat and a seat on the
WEQ EC at any point in time. If a WEQ EC Member is elected as a Director
from the WEQ, the WEQ EC seat is vacated when the Board seats the EC
Member as a Director.

10.3 Number and Election of EC Members

A. Number of EC Members
The WEQ shall elect twenty-four (24) EC Members, subject to the provisions of
Section 19 of these Procedures. Each Segment of the Quadrant will elect four (4)
EC Members, subject to the provisions of Section 19 of these Procedures.

B. Election of EC Members
Nominations for and election of all EC Members will be in accordance with
Segment Procedures, as follows:

In preparation for any election of EC Members, other than initial EC Members as
provided for in Section 19),

1. A nominating committee of five-seven EC Members of the WEQ consisting of
one Member from each Segment, plus the EC Vice Chair, shall identify adate
of potential candidates from the Segment Membership.

2. Other nominations may be made a or prior to the close of the WEQ
nomination period by any Segment Member eligible to serve on the EC by
submitting the candidate names to the NAESB Office in aform as specified in
NAESB Operating Procedures, if such requirements exist.

3. All nominations must be made and conveyed in writing to the NAESB Office
no less than 30 days prior to the election date.

C. Timing of Elections
Subject to the provisions of Section 19, election of EC Members shall occur in the
same month for al Segments of the WEQ, and shall be coordinated by the
NAESB Office.

D. Chair Rotation
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The WEQ EC shall elevate the prior-year Vice Chair of the WEQ EC to Chair of
the WEQ EC at its first meeting in the new operating year, and shall elect a new
Vice Chair. If the Vice Chair is vacant at the time of the first meeting of a new
operating year, both a Chair and Vice Chair will be elected.

E. Meeting Minutes
In the event that an individual from the NAESB Office is unavailable to take
minutes, the Chair of any WEQ EC meeting will designate an individual to take
minutes and forward them to the NAESB Office.

10.4 Term of Office

A. Terms
EC Members shall be elected for two-year terms, with half of the terms expiring
in alternating years.

1. Subject to the provisions of Section 19, two EC Members will be elected from
each Segment each year to fill expiring terms.

2. Group A EC Member terms will expirein odd numbered years.

3. Group B EC Member terms will expire in even number years.

4. Terms of office will end in conjunction with end of the operating year of
NAESB or as otherwise defined by the Board of Directors, Certificate of
Incorporation or Bylaws, as amended.

B. Limit on Number of Terms of Office
EC Members from the WEQ may run for re-election without restriction on the
number of terms held.

C. Change of Affiliation
In the event that the EC Member:

1. changes affiliation to another Member within the same industry Segment, the
EC Member's term will continue until its natural expiration, provided that
there is no other EC Member aready representing the EC Member's new
affiliation, in which case the EC Member changing affiliation will vacate the
seat for election of anew EC Member.

2. isnolonger affiliated with the electing industry Segment, the EC Member will
vacate the seat for election of anew EC Member.

10.5 Vacancies

In the event that an EC Member resigns or otherwise vacates the seat, and more
than 120 days remain in the term of office, the Segment will hold an election

Page 12



23April-17May 3

within 60 days to fill the vacant seat, and a Designated Alternate will serve until a
new EC Member is elected.

10.6 - Removal of EC Members

In addition to being subject to removal from office by the NAESB Board of
Directors, EC Members may also be removed from office for cause. The WEQ
Segment shall give the EC Member at |least a 30-day notice of the proposed action
and an opportunity to respond. A 67% majority of the applicable WEQ Segment
Membership shall be required to remove an EC Member. The vacant seat isto be
refilled in accordance with the requirements of Section 10.5.

10.7 Designated Alternates

A. Authority
Persons presenting themselves at an EC meeting as Designated Alternates will be
accepted as a participant provided that:

1. An EC Member from that Segment either indicates to the NAESB Office, EC
Chair or Vice Chair that the EC Member will be absent, or is in fact absent
and remains absent, and

2. The name of the Designated Alternate is on a list of approved Designated
Alternates selected by the appropriate Segment Membership according to
Segment Procedures, and is on file with the NAESB Office.

B. Election of Designated Alter nates
Each Segment will annually select Designated Alternates according to Segment
Procedures.

10.8 EC Mestings

A. WEQ EC Meetings
WEQ EC meetings shall be held at times and locations determined by the Chair or
Vice Chair of the WEQ EC. EC Members may participate and vote by means of
teleconference or other electronic means unless in-person attendance is required
of all EC Members by both the Chair and Vice Chair of the EC, and subject to the
attendance requirements of Article 10, Section 10.4(j) of the Bylaws.

B. Joint EC Meetings
In the event that the EC of the WEQ meets jointly with an EC of another NAESB
Quadrant, the choice of Quadrant EC Chair presiding over the joint meeting will
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be determined by the precedence established in the order of rotation of EC Vice
Chairs as specified in the NAESB Bylaws.

10.9 EC Subcommittees

A. Establishing Subcommittees & Task Forces
The WEQ EC shall set up its own subcommittees and task forces to deal with
WEQ-specificissues. The WEQ EC may establish voluntary standing
subcommittees or special-purpose task forces to perform various functions
required of the organization.

1. The WEQ EC will prepare a written statement of the purpose of the
subcommittee or task force and the tasks to be performed, name the
subcommittee or task force, and appoint atemporary chair.

2. The Temporary Chair will be a Member of the WEQ EC willing to perform
the required startup tasks and to continue chairing the subcommittee / task
force if elected by the Members at its first meeting.

3. The Temporary Chair shall
a) set up the first meeting of the subcommittee or task force.

b) prepare a meeting notice that:
(i) statesthe name and purpose of the subcommittee/ task force,
(i1) solicits participation in the subcommittee / task force, and
(iii)announces the agenda for the first meeting.
C) post the meeting notice to all Members and non-members via the NAESB
website.
d) post the notice at least two weeks prior to the meeting date. Shorter time
periods for notices of subsequent meetings will be permitted by a 75% vote of
the participants attending a duly scheduled meeting.

4. All meeting notices shall be posted on the NAESB website and transmitted in
writing, facsimile, or other electronic means to parties who have indicated an
interest in the duly scheduled meeting.

B. Meeting Minutes
In the event that an individual from the NAESB Office is unavailable to take
minutes, the Chair of any subcommittee / task force meeting will designate an
individual to take minutes and forward them to the NAESB Office, which will
post them on the NAESB website.

C. Reporting
Each WEQ EC subcommittee or task force will report to the WEQ EC at no less
than quarterly intervals, on a schedule to be established by the WEQ EC for as
long as the subcommittee or task force exists.

D. Establishment of Initial Sub-Committees
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Pursuant to the attached flow diagram, the WEQ will initially establish two standing
subcommittees: the Reliability Subcommittee and the Commercia Subcommittee.
Each subcommittee will perform the necessary technical review and coordination of
standards requests and draft standards regarding their respective areas of expertise:
physical grid security and wholesale market operations.




[There are no additional requirementsin these procedures other than those stated in
Sections 11-17 of the NAESB Bylaws]

Section 18  Amendments

In order for these WEQ Procedures to be amended, upon petition of at least five
(5) WEQ Members, the Vice Chair of the WEQ EC shall announce a WEQ
meeting. Such announcement shall provide for at least a 30-day notice. In order
to transact business at the WEQ meeting, there shall be a quorum consisting of at
least 33% of the WEQ Membership. Following such meeting, the proposed
resolution adopted at the meeting shall be sent out for comment, and the
comments shall be distributed to al WEQ Members in advance of a notational
vote. Any WEQ Member not choosing to vote shall be considered to have voted
in favor of the proposed resolution. In order for a proposed resolution to take
effect, it must be approved by at least 67% mgjority of WEQ Members and 40%
of each WEQ Segment’s Membership.

Section 19  Transition Procedures

During the initial startup of the WEQ, the Quadrant and Segments may operate
with vacant Board and EC seats in a transitional period in accordance with the
following provisions.

19.1 Initial Election of Directors

The founding membership of the WEQ will elect no less than one (1) Director per
Segment by means that are consistent, to the extent practical, with NAESB
Bylaws and the requirements of Section 7 of these Procedures. Selection of
candidates and their election will be by procedures agreed to by consensus or
voting methods adopted by the founding group. Such elected representatives will
be presented to the NAESB Board for acceptance as Directors of the WEQ.
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Acceptance by the Board will place al the requirements and restrictions of the
Bylaws, including these Procedures, upon those individuals. Elections will be
held as needed by any Segment to fill any vacant seats until all four Segment seats
arefilled for thefirst time.

19.2 Initial Election of Executive Committee

The founding membership of the WEQ will elect no less than two (2) EC
Members per Segment by means that are consistent with NAESB Bylaws and the
requirements of Section 10 of these Procedures to the extent practical. Selection
of candidates and their election will be by procedures agreed to by consensus or
voting methods adopted by the founding group. Such elected representatives will
be presented to the NAESB Board for acceptance as representatives of the WEQ.
Acceptance by the Board will place all the requirements and restrictions of these
Procedures upon those individuals. Elections will be held as needed by any
Segment to fill any vacant seats until al four Segment seats are filled for the first
time.

19.3 Balanced Voting During the Transition Period

A. Transitional Voting Multiplier
Recognizing that the WEQ Segments might fill their allotted Board and EC seats
at varying rates, a Transitional Voting Multiplier mechanism will be used to
ensure balanced voting between Segments until all Board and EC seats are filled.

1. During the period when a Segment is initially operating with one or two
seats filled, rather than two or four, respectively, each Director or EC
Member from the Segment shall be alocated 2.00 votes, so that the
weighted votes total two and four, respectively, and are equal to the votes
of all other WEQ Segments.

2. Once all of a Segment's seats on the Board or the EC have been populated
at least once, the Transitional Voting Multiplier will no longer be needed
or used for either the Board or EC (whichever applies). Subsequent
vacancies on the Board or the EC will not re-institute use of the
Transitional Voting Multiplier mechanism.

B. Application
When non-procedural votes are tallied at NAESB Board or EC meetings, each of
the voters present will have their votes weighted by the Transitional Voting
Multiplier applicable to that voter's WEQ Segment. Where applicable, NAESB
balanced voting rules will be applied after votes have been weighted. Thus, in the
example given in Section 19.3(A), if al representatives from the smaller WEQ
Segment vote, the tally of their votes would be 2 and 4, respectively.
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Wholesale Electric Standards
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Attachment B
Coordination with the North American Electric Reliability Council (NERC)

The WEQ and NERC will work together to ensure the coordinated development of
electric energy industry standards and related electronic communications protocols by
the WEQ and core reliability policy (“organization standards’) by NERC. This
coordination will have two interdependent components. the development of core
reliability policy, for which NERC will have primary responsibility, and the
development by the WEQ of €electric energy industry standards including those
necessary to implement NERC's core reliability policies, for which the WEQ will
have primary responsibility, in the context of FERC'’s effort to establish competitive
wholesale power markets.

While employing separate voting procedures, the WEQ and NERC will coordinate
their activities to ensure the proper scope and alocation of responsibilities as
described above. To achieve uniformity and consistency, the WEQ and NERC will
follow specific coordination elements, including:

1. Notification:

a. Each organization will notify the other in a timely manner (to be further
defined by the parties) of its anticipated development activity, i.e. core
reliability policy development by NERC and electric energy industry standards
development by WEQ.

b. NERC will notify the WEQ of each proposal to develop a core reliability
policy (a“Standards Authorization Request” [SAR] in NERC parlance.)

c. The WEQ will notify NERC of each proposa that passes NAESB triage to
develop an electric energy industry standard or electronic communications
protocol.

d. Each organization will notify the other of the relevant comment periods and
opportunities to participate in discussions and drafting groups.

e. NAESB and NERC will link their standards web sites.

2. Joint Participation:

a. Given the extensive overlap of reliability and markets, the WEQ and NERC
will need to clarify the generally defined boundaries between them by
cooperating in determining the nature and scope of individual core reliability
policy and electric energy industry standards proposals. The objective of this
cooperation will be to identify any aspects of proposals for Organization
Standards, which are subject to NERC Board oversight and approval, that
impact market operations. Accordingly, a special task force of the WEQ EC
and NERC's Standard Authorization Committee (SAC) will engage in an
initial scoping function regarding proposed SARs. This group shall issue a
report specifically outlining the aspects of a SAR that constitutes “core
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reliability.” Disputes that may arise during the WEQ — SAC review process
shall be resolved by the Federal Energy Regulatory Commission.

. WEQ and NERC may form joint working groups for drafting particular core
reliability polices or electric energy standards, or parts of such policies or
standards and to convene joint industry workshops and forums for discussion
of related items.
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