-----Original Message-----

From: Lawson, Barry R

Sent: Tue Oct 10 15:48:07 2006

Subject: NRECA and ELCON to Vote "No" on the NAESB WEQ Request for Board Notational Vote on direction to be given to the drafting collaborative regarding amendments to the WEQ Procedures for the creation of an Independent Grid Operator/Planner Segment

To:       NAESB WEQ Board Members

From:  Barry Lawson, NRECA, WEQ Board Member, LSE Segment, Muni/Co-op Subsegment; John Anderson, ELCON, WEQ Board Member, End User Segment, Large Industrial Subsegment

NRECA and ELCON will be voting "No" on the referenced resolution and encourages you to vote "No" as well.  Our reasons for voting this way are explained below and we ask that you also consider these reasons before casting your vote.

First, NRECA has supported RTOs/ISOs having WEQ Board and Executive Committee (EC) seats from the challenging WEQ formation days to today.  We continue to seek dialogue and have on numerous occasions submitted proposals on how to provide RTOs/ISOs such an opportunity while at the same time complying with the WEQ Procedures - the WEQ's governing document.  NRECA values the contributions that RTOs/ISOs have already made to the WEQ and look forward to their continued participation in NAESB. 

Unfortunately, the proposal before us does not comply with the WEQ Procedures that we all worked so hard to develop several years ago.  More specifically, this proposal openly violates Section 2.4 of the WEQ Procedures which focuses on Subsegment Principles.  The Subsegment Principles in part are as follows:

The WEQ shall use the following principles to develop Sub-Segments for each Segment.

The Segment organization will operate under the following Sub-Segment Principles:

A.      No single business interest can by itself pass a Standard.

B.      All appropriate interests are represented.

C.      No Sub-Segment may alone block action.

The WEQ was created with this section key to the members settling on its organization.  Along with the NAESB rule that a 40% "No" vote by any segment  vetoes action before the WEQ EC, the Subsegment Principles prevent any single business interest from being able to veto EC action on standards.  With no single business interest having more than 2 seats in any segment in the WEQ, in order to veto an action before the EC, one subsegment must also garner one or more votes from another subsegment in order to veto an EC action.  This is the foundation that the WEQ is based on - multiple business interests must agree that EC action in not in the best interests of the industry in order to veto such action or standard.

In the proposal before us the RTOs/ISOs would have control of all 7 seats in the proposed 6th segment, with no subsegments.  This would not be in compliance with Section 2.4 of the WEQ Procedures.  More importantly, this would provide the RTOs/ISOs with the ability to veto any action/standard before the EC that they did not favor.  No other single business interest/subsegment in the WEQ would have this ability.  Because of the inequitable veto power that the RTOs/ISOs would have under this proposal, NRECA and ELCON strongly urges you to vote "No" on this ballot.

If the WEQ is to add a 6th segment, it must be in compliance with the Subsegment Principles, principles that the WEQ has relied on, from the first day of the new segment's existence.  There are many ways to accomplish this, such as creating a 6th segment with the following subsegments: 2 seats for RTOs/ISOs; 2 seats for NERC Regional Reliability Councils (RRCs); and 2 seats for consultants and other service companies.  If this ballot is voted down, NRECA and ELCON look forward to working with many of you on ways to provide the RTOs/ISO with appropriate WEQ Board and EC opportunities. 

The WEQ should not rush towards a proposal that would openly be in violation of the WEQ procedures, potentially harm the credibility of NAESB by not functioning properly under its own governing rules, and by possibly causing WEQ membership to decrease due to a lack of confidence that the organization's leadership will continue to adhere to its founding philosophy.

The WEQ Procedures can be found at the following weblink: http://www.naesb.org/pdf/weq_quadrant_procedures.pdf <http://www.naesb.org/pdf/weq_quadrant_procedures.pdf>
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