[image: image1.png]0

I

0




North American Energy Standards Board

1301 Fannin, Suite 2350, Houston, Texas 77002

Phone:  (713) 356-0060, Fax:  (713) 356-0067, E-mail: naesb@naesb.org


Home Page: www.naesb.org

via email and posting

TO:
NAESB Wholesale Electric Quadrant (WEQ) Board of Directors

FROM: 
Rae McQuade, NAESB Executive Director



Laura Kennedy, Meeting/Project Manager

RE:
WEQ Members Meeting on WEQ Segment and Sub-segment Organization on October 21-22, 2004

DATE:

October 27, 2004 

Dear NAESB WEQ Board Members,

A Wholesale Electric Quadrant (WEQ) members meeting was held on October 21-22, 2004, to discuss the WEQ Segment and Sub-segment definitions.  The meeting provided a forum for WEQ members to discuss options for modifying the organization of the WEQ Segments and Sub-segments to better allow participation by ISOs, RTOs, RROs and service companies.  The following notes and assignments resulted from the meeting.

	Administration:
	· Mr. Rick Miles, Director of FERC’s Dispute Resolution Service facilitated the meeting.

· Ms. Kennedy read the antitrust advice

	Issue Statement:
	· Mr. Desselle opened the meeting by informing the group of a concern that the WEQ segment and sub-segment definitions are crafted such that we may be out of compliance with NAESB’s bylaws and certificate.  Mr. Desselle told the group he has attempted to address these issues in several meetings and we have not come to a resolution.    He added that the goal of this meeting is to address and resolve the segment/sub-segment issues on the WEQ level so the issue is not remanded to the full NAESB Board of Directors.  Mr. Desselle informed the group there have been requests made to NAESB from several members in good standing to be considered eligible to run for  Board or Executive Committee seats, and it is not clear how those members can do so if we follow a strict interpretation of the segments and subsegments.  

· Mr. Desselle also observed that the WEQ membership has a sunset provision of the WEQ segment/sub-segment organizational structure that requires revisiting the organization of the WEQ in no later than three years.  Mr. Desselle stated it is in the WEQ membership and interested parties’ interest to address these issues so the WEQ membership issues are not remanded to the Board of Directors for resolution.

· All actions taken by this group will be considered recommendations if they would lead to WEQ procedure amendments.  The recommendations would be processed through NAESB existing procedures.

· Any actions taken by this group regarding the sunset review will be considered a review as noted in the procedures, as the announcement made it clear that we would do such, and was sent to all WEQ members, interested trade associations, WEQ Board and EC members and the WEQ Drafting Collaborative team.

	Following are the points made during the two day discussion arranged by sub-issue that was raised as the participants considered whether the existing segment and subsegment definitions were broad enough to encompass ISOs, RTOs, RROs and service companies:

	Discussion – WEQ Procedures and Membership:
	· The WEQ procedures currently have provisions for challenges and appeals for those members who are denied a place within a particular segment or sub-segment, and to date there has not been a instance where an entity has made an application and been denied a spot within NAESB membership.

· It was reviewed that any member of NAESB has to be given full benefit of membership and there are organizations that have requested to be members of NAESB who do not fit within the definitions of any segment or sub-segment.

· The WEQ Procedures allow challenges to entities that have applied for membership.  Should a member be successfully challenged for membership, there is an appeal process in place that would allow the challenged member to appeal the challenge to the full NAESB Board of Directors.

· NAESB today has several non-voting members within the WEQ quadrant who have not chosen segment and subsegment affiliations.  We also have several members that have joined segments and subsegment and chosen not to take leadership roles on either the Board or EC.

· The other quadrants have resolved this issue by creating a service segment.

· Highlighting the need to ensure that all organizations that participate in the wholesale electric market are welcomed as members, can choose a segment and subsegment, and be afforded the full rights of membership are two upcoming events.  The first is the upcoming status report to the FERC which will include several groups of WEQ standards.  The other is the term expiration dates for several Board and EC members that will be reached at the end of the year and we are in the process of self-nominations for those seats that will be open.  Overall, the industry is increasingly recognizing the importance of NAESB’s role and there is a need to ensure that those who are not currently members cannot claim they were not given an opportunity to participate as members in the drafting of these standards.

	Resources:
	· The more inclusive the organization can be and welcoming of new entrants, the more probable the resources will be made available for NAESB standards development activities.  

· It was emphasized that NAESB needs more technical people present at subcommittee meetings.  NERC sees a much higher participation level by technical staff from ISOs and RTOs who work on technical rules than NAESB, possibly because NERC has defined organizational structures for them.  NAESB will benefit by receiving more technical resources from what is a growing group in the industry and the need for participation should be sponsored by the ability to vote and be considered for seats in the governance bodies.

· Several participants noted that the governance process should not be distorted to solve resource issues.

	MOU:
	· While the Memorandum of Understanding of NERC, NAESB and the ISO-RTO Council was discussed, it was not on the agenda for discussion for proposing amendments.  Several participants linked modifications to the MOU to changes in the segment and subsegment definitions.  

· The role of the JIC as noted in the MOU was discussed as a process for three groups to determine where standards development would take place – either NERC or NAESB.

· Concern was raised that entities can have duplicate seats on the JIC – a situation that exists today regardless of whether the segment and subsegment definitions change.  Several participants would like to see restrictions in place so that duplicate or triplicate representation is barred.  It was noted that the goal of the meeting did not include crafting new language for the MOU.

	Services:
	· Section 5.1(E) of the WEQ Procedures that states, “Service Entities will be viewed as having a legitimate business interest in any Segment and Sub-Segment to which they directly provide service by contracting primarily with Entities that would qualify for Segment and Sub-Segment Membership.”  

· Specifically for services, it was agreed that if a service provider contracts with a company that belongs to a particular sub-segment, then the service provider is also eligible for membership under that sub-segment.

· It was the consensus of the group that based on the legal memorandum from Mr. Costan, service organizations should apply for membership in NAESB and can join any segment or sub-segment for which they provide services.

	ISOs, RTOs & RROs
	· The structure can be construed to permit ISOs and RTOs to have the ability to gain voting member status within the existing NAESB organization, including consideration for seats on the board and EC.

· Several participants noted that no one representing the services, the ISOs, RTOs or RROs were present at this meeting to provide input on the need to change the NAESB WEQ segment/subsegment structure.

· The ISOs were invited to this NAESB meeting but determined not to attend.  Some of the RROs were informed of the meeting but are not comprised in the distribution list that received the invitation.  Only services companies that are already members of the WEQ were invited to the meeting.  Of course, the meeting is open to any interested party.

· NAESB is facing a challenge in trying to complete its work plan, and while the ISOs and RTOs are not present in this meeting -- they are not the group in need, we are.  NAESB needs help to draft quality standards to be able to take on more and more assignments from its members and the FERC.

· It was the consensus of the group that the ISOs and RTOs should submit applications, and self-select the segment and sub-segment to which they think they best fit.  This consensus was confirmed by NAESB General Counsel as in concurrence with the bylaws and certificate, that any organization that participates in the wholesale electric marketplace can join the WEQ quadrant of NAESB and self-select the segment and sub-segment to which they best fit.  In doing so, they would be afforded the full benefits of membership, including consideration for seats on the Board and EC.

	Members who do not fit the literal definitions of the segments and subsegments:
	· To specifically address concerns about those entities who do not have options based on a literal interpretation of the definitions of the sub-segments, if an entity does not fit the exact definition of a particular segment or sub-segment, that entity should self select the segment(s) and sub-segment(s) it best fits.  Self-selection is the only way to ensure open membership and to allow everyone the full opportunities of membership.  The full benefits of membership would include consideration for seats on the board and EC.

· If the members of a particular segment or sub-segment have a problem (challenge) with an entity becoming a member of that segment or sub-segment and 67% of that segment or sub-segment votes to deny membership, then the challenge will move forward for resolution by the full Board.  If the BOD agrees membership in that particular segment or sub-segment should be disallowed, membership in that segment and subsegment is denied.    

· If the self-selection has not been in good faith, the segment and sub-segment representatives have a right to deny the selection via the established procedures, but the denied entity will have the right to appeal and the Board has the right to make the final decision.  

· Mr. Costan’s opinion was tightly drawn and if companies join and are challenged for membership to the point it becomes a systemic issue, the Board will be take action to ensure inclusivity.

· Those present at the meeting were satisfied with Mr. Boswell’s interpretation of the WEQ Procedures and Mr. Costan’s memo.

	Following are the conclusions reached at the end of the two-day session:

	 Conclusion and Action Items:
	· A legal opinion will be requested by Ms. McQuade of NAESB General Counsel, Mr. Boswell, regarding membership status of RROs, RTOs, ISOs, IMOs, service companies and other groups that may not fit directly into the literal interpretations of the segments and subsegments of the WEQ, yet participate in the wholesale electric quadrant.

· For compliance with governance documents supporting inclusivity,   when the entities in question apply for membership, they will be directed to the WEQ quadrant procedures and asked to self-select a segment and sub-segment that best fits their activities.
· No changes to the WEQ procedures are needed at this time to ensure inclusivity.  Members will self-select the segment and subsegment in which they best fit.  Full rights of membership including consideration for Board and EC seats are afforded to all members.
· This meeting is considered invocation and application of the WEQ sunset provision.  


Attendance:

	Name
	Company
	10/21
	10/22

	Brenda
	Anderson
	Bonneville Power Administration
	Phone
	Phone

	John
	Anderson
	ELCON
	In Person
	

	Cindy
	Bogorad
	TAPS
	In Person
	

	Bill
	Boswell
	NAESB
	
	Phone

	Ken
	Brown
	PSEG Companies
	In Person
	In Person

	Scott
	Brown
	Exelon
	In Person
	In Person

	Phil
	Cox
	AEP
	Phone
	Phone

	Valerie
	Crockett
	Tennessee Valley Authority
	Phone
	Phone

	George
	Dawe
	Duke Energy Corporation
	In Person
	In Person

	Grace
	Delosreyes
	NARUC
	Phone
	

	Michael
	Desselle
	AEP
	In Person
	In Person

	David
	Dworzak
	Edison Electric Institute
	In Person
	In Person

	Mark
	Fidrych
	WAPA
	In Person
	In Person

	John
	Hughes
	ELCON
	In Person
	In Person

	Alan
	Johnson
	Mirant
	
	Phone

	Barb
	Kedrowski
	We Energies
	Phone
	Phone

	Sue
	Kelly
	APPA
	In Person
	In Person

	Laura
	Kennedy
	NAESB
	In Person
	In Person

	Barry
	Lawson
	NRECA
	In Person
	In Person

	John
	Lucas
	Southern Company Transmission
	In Person
	In Person

	Michelle
	Manson
	Conectiv
	
	Phone

	Rae
	McQuade
	NAESB
	In Person
	In Person

	Meg
	Meiser
	TAPS
	In Person
	In Person

	Richard
	Miles
	FERC
	In Person
	In Person

	Lou
	Oberski
	Dominion
	In Person
	In Person

	Gloria
	Ogenyi
	Conectiv
	Phone
	

	Marjorie
	Perlman
	Energy East
	Phone
	

	Tony
	Reed
	Southern Company
	In Person
	In Person

	Barbara
	Rehman
	Bonneville Power Administration
	In Person
	In Person

	Marv
	Rosenberg
	FERC
	In Person
	In Person

	Woody
	Saylor
	Calpine
	Phone
	

	Lisa
	Szot
	California ISA
	Phone
	Phone

	Hamish
	Wong
	Wisconsin Public Service Resources
	Phone
	Phone

	Kathy
	York
	Tennessee Valley Authority
	Phone
	Phone
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