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ISO/RTO Council





Ms. Rae McQuade

North American Energy Standards Board

Suite 2350

1301 Fannin

Houston, Texas 77002
Dear Ms. McQuade:

On behalf of the ISO/RTO Council (“IRC”), I want to thank you and the members of the NAESB Board and Executive Committee for the excellent dialogue that occurred during our recent meeting in Washington, D.C. concerning the designation of a segment within the Wholesale Electric Quadrant (“WEQ”) for ISOs and RTOs. The meeting members exhibited an openness to reconsider previous positions on this important matter.

We understand that the Board Committee considering this matter is willing to recommend an amendment to the NAESB by-laws to accommodate the creation of a sixth segment in the WEQ. Membership in the quadrant would be limited to Independent Grid Operators/planners and be composed of ISOs, RTOs and other FERC or provincial approved independent grid operators. The segment would be free, on its own, to consider the formation of sub-segments consistent with the NAESB by-laws. The sixth segment would be granted seven Board seats and seven Executive Committee seats as required by the NAESB by-laws. The Board Committee would propose as conditions to formal creation of the sixth segment:

· IRC and NAESB support for the dissolution of the JIC;

· The creation of the new segment will comply fully with the WEQ sub- segment principles as noted in section 2.4 of the WEQ procedures;

· The “at large” sub-segment in the other five segments will be redefined so as to exclude ISOs, RTOs and other independent grid operators and planners; and

· The members of the IRC will join NAESB as members and commit resources to the development of NAESB wholesale electric business practices.

The IRC has considered your proposal. Although alternative structures could be considered, we believe that this proposal is an acceptable resolution of this matter subject to the following conditions:
· A suitable definition of “independent grid operators and planners” would need to be agreed to. In particular, we wish to make clear that the segment would be populated by entities approved by FERC, the provinces or other applicable regulatory bodies that are both independent and operating markets or, as independent planners, are charged with the responsibility to balance generation, transmission and demand side solutions in order to arrive at suitable solutions. By contrast, entities such as independent transmission companies would remain in the transmission segment where they are currently;

· Because RTOs and ISOs are committed to the development of workable business rules, we have an interest in devoting knowledgeable staff to this endeavor. However, as we indicated, many of the same parties seeking these resources are challenging the level of RTO costs before FERC and other regulatory bodies. We believe the appropriate balance is to leave decisions concerning the specific level of staff resources to the sound discretion of each RTO’s and ISO’s management.  We read your proposal as requiring a good faith commitment of resources from ISO/RTO members of NAESB; a similar commitment that you ask of other members. The IRC members  express their good faith commitment to provide NAESB with quality staff resources from our respective organizations subject, of course, to our being able to meet our other commitments to maintaining a reliable grid and operating competitive wholesale markets;

· The segment will decide itself whether it wishes to organize itself into sub-segments, how any such sub-segments will be populated and how it wishes to divide the EC and Board seats that segment designation provides. The segment will abide by NAESB’s sub-segment principles;

· As with your other members, the IRC members reserve their rights to comment before FERC or the appropriate provincial authorities on the appropriateness of any proposed business standard.

If these clarifications are acceptable to you, I would propose that we formulate a small drafting committee to formalize definitions and other changes to the by-laws for consideration by the NAESB membership. On behalf of the IRC, we will address this matter by assigning representatives of our Regulatory and Standards Review Committees. We believe these matters, including defining the segment, could be completed expeditiously. 
We look forward to your consideration of this response and working with NAESB in the future to develop effective wholesale electric business standards.








Very truly yours,








Phillip G. Harris








Chairman








ISO/RTO Council


Cc: 
Rick Miles, Federal Energy Regulatory Commission



ISO/RTO Chief Executive Officers



John Buechler, Chairman, IRC Regulatory Committee



Craig Glazer, Vice-Chairman, IRC Regulatory Committee



Charles Yeung, Chairman, IRC Standards Review Committee
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