[image: image1.png]


                                   
North American Energy Standards Board

1301 Fannin, Suite 2350   (   Houston, Texas 77002   (   Phone:  (713) 356-0060 (   Fax:  (713) 356-0067

email:   naesb@naesb.org   (   Web Site Address:  www.naesb.org

                                   
North American Energy Standards Board

1301 Fannin, Suite 2350   (   Houston, Texas 77002   (   Phone:  (713) 356-0060 (   Fax:  (713) 356-0067

email:   naesb@naesb.org   (   Web Site Address:  www.naesb.org

April 28, 2006
Page 3 of 3

NAESB Discussion Paper on Membership

For Consideration by ISOs and RTOs

Background:

NAESB has now been operational for the wholesale electric market interests for several years, incorporating in 2002, completing our organizational changes in 2003, and completing our first set of wholesale electric business practices in late 2004.  Those practices were filed with the Federal Energy Regulatory Commission in January 2005 and adopted by the FERC on April 20, 2006.  Since then, several other sets of business practices have been filed with the FERC.  These standards directly impact ISOs and RTOs and their constituencies.  While we still may be experiencing some growing pains, the organization has matured and is producing standards that should support our market, complement the reliability standards being developed by NERC, enhance and further develop the OASIS systems and recognize the interdependency of the gas and electric markets.  We have appreciated the contributions of the staff of several ISOs and RTOs as these standards were under development, which brings us to the focus of this white paper.
Request:

We ask you to consider not only membership in NAESB, but to also consider positions on our Board of Directors, Executive Committee (EC) and various subcommittee leaderships.  To ensure that ISOs and RTOs have a direct voice in the direction of NAESB and the creation of its work products, it is crucial that the ISOs and RTOs are represented within our leadership ranks.  While we can count SPP, ERCOT and MISO as NAESB members, and we are fortunate to also have had participation of Cal ISO, PJM, ISO-NE, NYISO, IESO and AESO in our standards development subcommittees, we have not had any ISO or RTO representative hold leadership positions within NAESB for the wholesale electric interests, nor have we had any representatives vote within our various wholesale electric groups.
Benefits of Joining NAESB:

In joining NAESB and holding leadership positions, you would have a direct influence on NAESB decisions that impact your constituency.  The costs to participate are minimal -- our membership dues are annual -- $5000 per entity, with the membership extending to all employees of that entity.  The Board meets quarterly as does the EC - with participation by phone available for those unable to travel.  Several ISO and RTO staff already monitors the EC and board meetings.
With ISOs and RTOs joining NAESB and holding seats on the Board or EC, direct communications would be facilitated and you would be part of the key decision making bodies.  In representing your constituency as a group, you could canvas them for their direction and then present such as a direct influence on NAESB decision making, much like several trade and industry organizations already do in their roles on our Board and EC (such as NRECA, ELCON and NERC).  As a member of the Board or EC, you would be able to influence the direction of the organization, how it relates to regulatory agencies -- both at the state and federal level, how the quadrants cooperate in joint efforts, and whether draft standards are to be supported by the NAESB membership.   Your staff, participating in subcommittees could take leadership roles should they determine it would be the best approach to further their positions.  Our subcommittee chairs must be NAESB members and sit on the Board or EC or function as EC alternates.
Overall, NAESB does function as a resource for its members, developing the needed business practices and telecommunication standards that provide for more efficient operation of markets.  As members realize and take advantage of this benefit, they have the entire membership as a sounding board and stakeholder group for considering practices that would be useful not only regionally but also from a North American perspective.  Several of our standards incorporate regional and operational differences to ensure that markets can operate effectively – our standards do not imply that “one size fits all.”
Membership Requirements

ISOs and RTOs have a defined role in the Wholesale Electric Quadrant of NAESB.  They can join any one or more of the five segments for which they have an interest – transmission, end user, distribution, marketing and generation.  The subsegment for joining for ISOs and RTOs is “At Large.”  The cost of joining each segment is $5,000 per year and the membership extends to all employees of the ISO or RTO.  As a member, you will have the opportunity to be seated at the Board or Executive Committee or assume leadership roles within the various committees and subcommittees.  Leadership roles are elected positions and for the Board and EC, you are elected from your peers within the segment and subsegment that you have joined.  The Board and EC each have one seat within each segment for the “At Large” position.

Influence in Standards Development and NAESB Direction

Voting influence on the Board or EC in either adopting governance rules (a Board function) or adopting standards (an EC function) is a benefit of membership.  High thresholds exist for standards acceptance and for the governing of the organization.  The EC requirement for adopting standards is 67% of the membership of the EC with 40% of each segment voting in the affirmative.  The Board requirement for changing governance is 75% of the membership of the Board and 40% of each segment voting in the affirmative.  Of course both actions require the ratification of the full membership – 67% of the WEQ members in the case of standards and 90% of all NAESB members in the case of governance.

In addition to holding leadership positions on either the Board or the EC, as a member you can be considered for leadership of committees.  These leadership positions are elected from the participants of the group and for EC committees - you must be an EC member or a Board member.  For Board committees, you must be a Board member.  In holding these leadership positions, the individuals represent NAESB to regulators and related industry organizations.
Recent Standards Development Efforts that May Be Valuable to ISOs and RTOs:

A recent activity that was Board member driven, Board member populated, and ultimately Board endorsed, the development of the gas-electric interdependency report, would have clearly benefited from direct participation and leadership from ISOs and RTOs.  Similarly, the efforts on gas quality standards development and the work with NERC to efficiently identify and split out reliability standards from business practices would be of interest to you.  The FERC may be considering changes to OASIS and Order 888, as noted in recent speeches by Chm. Kelliher - the business practices supporting OASIS are NAESB standards.  Similarly the FERC has noted that NAESB would develop the complementary business practices to the reliability standards developed by the ERO -- again I would expect that this topic would be of interest to you.  As you also participate in the retail market, the development of model business practice standards to support states that have adopted customer choice programs would be beneficial.  ERCOT already participates in these efforts.
NAESB Membership Distinct from Participation in the Joint Interface Committee:

While you have a defined role in the memorandum of understanding of NERC, NAESB and the ISO-RTO Council – that role is for assignment of development efforts to one organization or the other, it is not the same as participating and voting on standards, nor does it envision a voice within the leadership of NAESB on governance and strategic direction.  Clearly NERC came to that realization as it joined NAESB and sits on the EC.  NERC is also now considering a Board seat as well.
Conclusion:

We hope that this short document will encourage you to consider membership in NAESB.  We would appreciate your leadership within our organization and believe that you would receive benefits as well.  With our proven track record, over three hundred organizations have recognized the benefits of NAESB though joining as members, and determined that their membership affords direct input into the standards development process.   
Please feel free to contact our office if you are interested in assuming leadership positions within NAESB or if you need further information on membership, the organization itself and its work products by contacting Denise Rager (drager@naesb.org) or reviewing our web site (http://www.naesb.org).
