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ISO/RTO Participation in NAESB’s WEQ:

 Some Thoughts for Consideration
Background:

· GISB expanded into NAESB in January 2002.  Many long and difficult organizational meetings were conducted that resulted in the current Segment and Sub-segment structure.  At that time, ISOs and RTOs were not organized, and were not clear in how they wanted to be included in NAESB.  As a result, the Sub-segment definitions do not allow ISO or RTO participation on either the Board or Executive Committee.

· On July 29, 2002 the NAESB Board approved a Resolution accepting the proposed Segments, Sub-segments, and procedures, noting that NAESB must allow full participation for ISOs, RTOs, RROs, and service companies if requested.  Specifically, the Board Resolution stated:

· “On or before August 30, 2002, the Voting Members of the Wholesale Electric Quadrant may amend or clarify the Quadrant Procedures with respect to specific Sebments or Sub-segments for which service providers and transmission organizations will qualify for membership; or

· “Absent such clarification or modification, the proposed Quadrant Procedures will be interpreted and applied so that “service providers” will be viewed as having a legitimate business interest in any of the Segments or Sub-segments of the Wholesale Electric Quadrant designated in the proposed Quadrant Procedures, and transmission organizations will be viewed as having a legitimate business interest in the Transmission Segment.”

· A Memorandum of Understanding (MOU) was negotiated between NAESB and NERC in November 2002.  This MOU was filed with FERC and, while not accepting the MOU formally, received verbal approvals from the FERC Commissioners and staff.

· The ISOs and RTOs formed the ISO/RTO Council (IRC) in February 2003.  The leaders of the IRC requested equal status with NAESB and NERC.  NAESB offered to add a Segment in the WEQ for ISOs and RTOs.  The IRC declined this offer.  A new MOU was negotiated between NAESB, NERC and the IRC in May 2003 giving the IRC equal status, 1/3 of the membership on the Joint Interface Committee, and review rights over the NAESB WEQ’s Annual Plan as well as 1/3 of the vote in determining whether NERC or NAESB works to develop a particular standard.  The NAESB Board also unanimously approved the creation of a Technical Advisory Committee to allow the IRC’s members the opportunity to have direct input into the NAESB WEQ process.  The IRC declined to accept that offer and did not want the proposed Technical Advisory Committee to be mentioned in the MOU.

· An employee of an RTO has recently noted that he is not eligible for a Board seat and has requested that he be permitted to run for election for a Board seat.

· Two proposals have been offered to the WEQ’s Board in response to this request: (1) the creation of an “at-large” sub-segment within each WEQ segment; and (2) the creation of a sixth “at-large” segment in the WEQ with Sub-segments (2 seats each) for ISOs/RTOs, NERC RRCs and Services companies.  These proposals were discussed at a recent Executive Committee meeting and they were the discussion of a discussion in a conference call of the WEQ’s Board.  At the May 4, 2004 EC meeting a straw poll was taken among the members.  Option 2 won by a vote of 12 to 7.   While both of the proposals offered to the WEQ Board would give RTOs, ISOs, RROs, and service companies full membership benefits, neither of these proposals alone give these benefits in a manner consistent with the conditions set forth in the July 29, 2002 Resolution approved by the NAESB Board.  Thus, if either of these proposals are actually implemented, the Board Resolution should be revised.  But, of perhaps even greater importance, neither of these proposals take into consideration the fact that the May 2003 MOU giving the IRC equal status with both NAESB and NERC significantly changed the balance between the three organizations.
· Several NAESB WEQ Board members raised strong concern with the proposals as drafted.  In essence, the addition of the IRC to the MOU between NAESB and NERC was a “settlement” between the three organizations.  On several occasions, NAESB offered the IRC a sixth Segment, which the IRC refused saying that the MOU was sufficient.  Since the IRC has equal status with NAESB, including a mandatory 1/3 composition of the JIC, giving the employees of the various ISOs and RTOs full membership rights in NAESB, including the opportunity to become JIC members through NAESB, represents duplicative representation.  These NAESB WEQ Board members did not oppose giving employees of the ISOs and RTOs full membership rights in NAESB, they simply opposed giving the full membership rights while leaving the earlier “settlement” with the IRC in place.  These Board members asked that the IRC (and, more specifically, the ISOs and RTOs) be asked to choose between the MOU rights granted with the “settlement” or full membership rights in NAESB.  This topic of duplicative representation was discussed during several WEQ Board and EC meetings and conference calls.  These include the May 4th EC meeting, the April 30th WEQ Leadership conference call and the May 25th WEQ Board member conference call.  No consensus was reached during any of these discussions.

· Several other NAESB WEQ Board members were concerned that the status quo was not consistent with either the NAESB By-laws or the Resolution enacted by the NAESB Board requiring full membership rights for all NAESB members.  They argued that there was no provision within NAESB for partial membership rights.  There is a problem within NAESB that needs to be “fixed.”  They believe that the solution was to approve one of the two proposals that assure full membership rights for all entities.  These Board members note that several employees of ISOs and RTOs are now providing essential assistance in Task Forces and other working groups within NAESB.  They are concerned that even asking the IRC (or the ISOs and RTOs) to choose between the two options would result in the loss of the essential resources.

Alternative Solutions That Have Recently Been Discussed:

· Implement the NAESB’s July 29, 2002 Resolution as it is written.  This would require interpreting and applying all of the Segment and Sub-segment Quadrant Procedures so that (1) service providers will be viewed as having a legitimate business interest in any of the Segments or Sub-segments of the WEQ and  (2) transmission organizations will be viewed as having a legitimate business interest in the Transmission Segment. 

· Approve one of the two proposals offered to the NAESB Board that assure full membership status to all entities without changing the previous “settlement” giving the IRC equal representation with NAESB and NERC.  This continues to give the IRC its 1/3 representation on the JIC while allowing employees to have Executive Committee and Board seats and votes and also to become NAESB representatives on the JIC.

· Offer to make the necessary changes to assure full membership rights in NAESB (as proposed in the two options listed above or other options not yet developed) for the RTOs and ISOs upon the condition that they agree to withdraw from the MOU and relinquish the rights they achieved under that MOU.  In this option, the IRC would agree to give up its 1/3 representation on the JIC, but employees of the RTOs and ISOs would be able to become NAESB JIC representatives through their participation in the appropriate Segment.

· Continue with the status quo with the IRC a 1/3 partner with NAESB and NERC and allow the employees of the RTOs and ISOs to continue participating in all activities of the WEQ, but without the right to become either Executive Committee or Board members or be a NAESB representative on the JIC (but the IRC would continue to have 1/3 of the total votes on the JIC).  The NAESB Board would modify its July 29, 2002 Resolution to recognize that the IRC and its members have been given the opportunity to have full membership in the NAESB WEQ, they refused that offer, and thus their actions make them no longer eligible for full membership unless and until they withdraw from the earlier agreements in the MOU.

Recommendations:
· If the RTOs and ISOs choose to withdraw from the MOU, then the WEQ should have a detailed discussion of the pros and cons of all possible solutions and implement one that assures full membership benefits for RTOs, ISOs, RROs, and service companies.

· If the RTOs and ISOs choose not to withdraw from the MOU, then the NAESB Board should change its July 29, 2002 Resolution to eliminate the provision that requires the admission of RTOs and ISOs in the WEQ, recognizing the settlement chosen by the RTOs and ISOs and the benefits that they gained through the MOU.

Respectively Submitted:
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