Response of APPA, ELCON, NRECA and TAPS 

To NAESB Regarding the Segment Issues to be Discussed at the February 17, 2005 WEQ Procedures Drafting Collaborative Meeting

On January 12, 2005, Southern Company Services submitted a letter to NAESB requesting a change to the WEQ Procedures pursuant to Section 18 of those procedures.  Southern asked for the creation of a sixth segment in the WEQ that would not have subsegments.  We strongly reject this proposal due to it not complying with the WEQ Subsegment Principles in Section 2.4 of the WEQ Procedures.  We also see no need to make substantial changes to the entire WEQ when the issues identified in Southern’s request are related only to the Transmission Segment.  The Transmission Segment members, as per Sections 2.4 and 5.1.E. of the WEQ Procedures, should address any disagreements or challenges involving the Transmission Segment.
  These Sections clearly spell out how Southern’s issues should be addressed within the Transmission Segment before undertaking ad hoc changes to the entire governance structure of the WEQ.  There is no compelling need to make any changes to the other four segments of the WEQ, or the WEQ as a whole, due to potential issues in only the Transmission Segment.  We put forth the following facts and issues to illustrate why this proposal is unwarranted.

· Service entities are currently eligible to join any Segment and Subsegment as explained in Section 5.1.E. of the WEQ Procedures.  Currently there are only three Service entities that are members of the WEQ.  To the best of our knowledge, there currently are no active formal challenges regarding any of these Service entity memberships.  If, however, there is an active challenge, the WEQ Procedures in Section 5.1.C. provide the procedure for such instances.  We are aware that recently a Service entity – Navigant Consulting – self-selected the Transmission Segment and IOU Subsegment for membership.  Subsequently, Navigant self-nominated for the available Board seat for its Segment and Subsegment.  No other member of that Segment and Subsegment submitted a timely nomination for that Board seat and Navigant, by default, was awarded that Board seat.  It is our position that Navigant is eligible for that Board seat because it meets the qualifications for membership in the Transmission Segment and IOU Subsegment pursuant to Section 5.1.E. in the WEQ Procedures.

· While three ISO/RTO entities have joined the WEQ, none of them have selected a Segment or Subsegment.  This appears to be in line with the ISO/RTO Council’s October 29, 2004, letter to Michael Desselle wherein they state IRC members have no interest in membership in any WEQ Segment and further, no interest in any Board or Executive Committee seat.  If this is the case, then there are no issues to discuss with regard to ISO/RTO membership needs in the WEQ, as it appears the IRC members are satisfied with their current opportunities in the WEQ and through the NERC-NAESB-IRC MOU.  

· One NERC Regional Reliability Council (RRC) – the Florida Regional Reliability Council (FRCC) – has self-selected membership in the Transmission Segment and IOU Subsegment.  To date, we are unaware of any active formal challenge to the FRCC membership.  Until there is an active challenge, there does not appear to be any issue that needs to be addressed in this regard.  If a challenge is filed, this again is an issue that should be resolved within the Transmission Segment as describe in Section 5.1.C. of the WEQ Procedures.  There is no reason why other segments within the WEQ should be impacted by a potential issue that is related only to the Transmission Segment.

· In a legal opinion issued on January 7, 2005, by NAESB General Counsel William Boswell, he reaffirmed the opinion of former General Counsel Jay Costan issued on July 14, 2002.  In both legal opinions, it was stated that Service Providers have a legitimate business interest in any of the WEQ Segments and Subsegments.  Furthermore, the opinion stated that transmission organizations have a legitimate interest in the Transmission Segment.

· To date we are aware of no formal challenges or significant problems with membership in the Generation, Marketers/Brokers, Distribution/LSEs or End Users Segments and related Subsegments.  There appears to be a potential disagreement regarding membership in the Transmission Segment, however, we are not aware of any active formal challenges to any entity’s membership anywhere in the WEQ.  If there exists such a challenge, that information should be made available to the WEQ membership.  Such a challenge shall follow the procedures outlined in Section 5.1.C. of the WEQ Procedures.

Finally, we request that NAESB provide timely and periodic updates to the WEQ membership that lists new and departing members of the WEQ.  Such updates should be emailed to the WEQ membership on a monthly or shorter timeframe and should include the Segment and Subsegment of those members listed.  This will help to ensure that WEQ members are fully aware of changes in the membership of their Segment and Subsegment. 
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