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Rae McQuade
RE:

Meeting Notes from August 24, 2006
NAESB Named Committee Meeting with ISO Leadership 

Hotel George, 15 e street NW, Washington D.C. –Thursday, August 24, 2006

Meeting Notes
1.
Administrative Items and Introductions

Mr. Miles and Ms. Gallagher introduced themselves as facilitators for the meeting.  Ms. McQuade provided antitrust guidance.  Participants introduced themselves.  The attendee list is attached to these notes as attachment A.  The background documents, including a paper from PJM, and comments from both Mr. Anderson and Mr. Lawson were reviewed.
2.
Background

Mr. Desselle provided background that lead up to this meeting and the creation of the Board named committee.  In March, the Wholesale Electric Quadrant (WEQ) Board members, the Resources Committee led by Mr. Brown, and the WEQ leadership group asked Ms. McQuade to contact ISOs and RTOs regarding participation in NAESB.  After consulting with Mr. Glazer, Ms. McQuade provided each ISO President with a letter on April 28, requesting that they consider participation in NAESB and membership.  On June 7, NAESB received a reply from Mr. Harris on behalf of the ISO-RTO Council (IRC) requesting a separate segment for the ISOs and RTOs.  At the June Board meeting, the response was discussed by the WEQ Board members, the Resources Committee, and the WEQ leadership group and the named committee was created to explore opportunities for increased participation by the ISOs and RTOs and prepare a response to the June letter from the IRC.
Mr. Desselle also described the structure of the WEQ NAESB organization, its segments and subsegments, and the requirement that all segments within a quadrant have an equal number of seats for the Board of Directors and the Executive Committee (EC).  Currently there are 5 segments in the WEQ and each segment has 7 seats on the Board and the WEQ EC.  Each WEQ segment has subsegments that provide a balance of interests.  Mr. Desselle also described the roles of the Board and the EC and the voting requirements for passage of standards and modifications of governance procedures and documents.

3.
Discussion on the need for a new segment

Mr. Harris described the position of the IRC regarding the creation of a new segment within NAESB.  He emphasized that ISOs and RTOs must maintain a non-discriminatory, impartial and neutral role in the wholesale electric market and as such should not hold seats in segments with generators, transmission providers or distributors.  As such the current NAESB structure does not provide for their direct participation.  He also noted that it was acceptable to continue in the current process, where if the ISOs and RTOs had issues with standards developed by NAESB that were considered by the FERC, they would bring their concerns to the FERC in the comment period for the applicable rule-making.
There was general discussion on the need for participation by the ISO and RTO staff in several of the standards development efforts planned for NAESB.  The ISOs and RTOs have the subject matter experts whose input would be valuable as standards are developed.  
4.
Discussion of Options

Two options were discussed at length: (1) the creation of a new segment with or without subsegments, and (2) taking no action.  Redefining the subsegments within the existing segments or removing subsegment designations within the existing segments to support ISO and RTO membership was determined to be not viable options for consideration. 
The creation of a new segment was discussed with three alternatives: (1) the creation of an ISO/RTO segment, (2) the creation of a services segment that would encompass the ISO and RTO membership, but could also include other interests and could also include the “at large” subsegments, and (3) the creation of a grid operators segment that could include the concept of independence noted by Mr. Harris, but may also include grid operators that also function as vertically integrated utilities.  .  
Some issues related to the creation of a new segment were raised:

· As the segment creation was discussed, the related issue of the Joint Interface Committee (JIC) was raised -- specifically the support of NAESB and the IRC for the dissolution of the JIC as the coordination activities could be addressed through the NERC/NAESB Joint Standards Development Process endorsed by all three signatories to the MOU that created the JIC – NERC, NAESB and the IRC.  The coordination could encompass the review of annual plans and the assignment of requests and SARs and both NERC and ISOs and RTOs can fully participate in NAESB and voting members.

· If a new segment is created, it would diminish the voting power of the existing segments, particularly for segments that traditionally have difficulty filling seats at the Board and EC.  By diminishing the voting power, NAESB could see some existing members re-evaluate their memberships and possibly leave.  
· Another concern identified was the possible conflict of interest of an ISO or RTO voting on standards and possibly blocking approval, when they may later be required to implement such standards by the FERC.  While these concerns were raised, there was not overwhelming support for them to prevent the creation of a segment.  

· Another point discussed was the requirement in the WEQ procedures that no single business interest should dominate a segment.  Because the ISOs and RTOs would act independently in the segment, it was determined that section 2.4 of the quadrant procedures could be met.
· The At Large subsegment definition should be changed to preclude ISOs and RTOs from joining in other segments if a segment is created specifically for the ISOs and RTOs.

5.
Draft a recommendation

After a caucus period, the following recommendation was reached that was supported by all participants other than one.  The one opposition to the recommendation was due to concerns raised in the issues listed above.  
The recommendation is:
If the following four conditions are met, the Board Committee supports the creation of a sixth segment in the WEQ Quadrant: Independent Grid Operators/Planners, to be composed of  ISOs, RTOs and other independent grid operators – with no subsegments defined at this time.  The sixth segment will have 7 Board seats and 7 EC seats, as required by the NAESB bylaws.  The conditions to be met are:
a. 
The IRC and NAESB support the dissolution of the JIC and will pursue such action with NERC.
b. 
The creation of the new segment will comply fully with the WEQ subsegment principles as noted in Section 2.4 on the WEQ Procedures.
c. 
The “At Large” subsegment in the other five segments will be redefined to exclude the ISOs, RTOs and other independent grid operators and planners.
d. 
The nine IRC members will join NAESB as members and commit resources to the development of NAESB business practices.
6.
Process for Changing WEQ Procedures and Next Steps

Mr. Glazer will take the recommendation to the 9 ISOs and RTOs to determine if they find it acceptable.  If so, then NAESB will begin its process to modify the quadrant procedures to reflect a new segment as noted above.  Changes to WEQ quadrant procedures will require 75% affirmative vote of the WEQ members of the Board of Directors, including 40% of the seated Board members of each WEQ segment, and ratification of the procedure changes by 75% of the WEQ membership for those members returning ballots.  The recommendation requires no changes to the NAESB Certificate, Bylaws or Rules of Procedure.  At this time, it was determined that no additional meetings were needed.  
7.
Adjourn

The meeting adjourned at 3:00 pm eastern.  Mr. Miles and Ms. Gallagher of FERC were thanked for their facilitation of the meeting.
Attachment A – Attendee List

Named Committee Members:
	Board Officers:
	Joe Stepenovitch - NAESB Board member and Chairman of the Board of Directors

Michael Desselle - NAESB Board member and officer, Chair of the named committee

Jim Templeton - NAESB Board member and officer

Leonard Haynes –NAESB Board member and officer (unable to attend this meeting)

	Board Members:
	John Anderson  - ELCON (Board Member representing End User/Large Industrial interests)

Scott Brown –Exelon Generation Power Team (Board Member representing Marketer/Broker, IOU interests)

Bruce Ellsworth – New York State Reliability Council (Board Member representing a regional reliability group through the Distribution/LSE, At Large interests)

Mike Gildea -- Constellation Generation Group (Board Member representing Generation/Merchant interests)

John Lucas -- Southern Company (Board Member presenting Transmission/IOU interests) 

Ron Mucci -- Williams Power  (Board Member representing Generation/At Large interests)

Belinda Thornton  -- Tennessee Valley Authority (Board member representing Generation/Fed-State-Provincial interests) (unable to attend this meeting)

Roy True - ACES Power Marketing (Board member representing Marketer/Broker, Muni/Coop interests) 

Jeanne Zaiontz  - BP Energy (Board Member representing End User/Large Industrial interests) (unable to attend this meeting)

	Other Named Members:
	Dave Mohre – NRECA representing muni/coop interests (unable to attend the meeting)

Curt Winterfeld -- Deseret Power  (“Soon to be” Board member and will represent the Generation, Muni/Coop interests)

	Executive Committee leadership:
	Lou Oberski – Dominion Resource Services – WEQ EC Vice Chairman

Kathy York – Tennessee Valley Authority – WEQ EC Chairman

	Advisory Council:
	Bob Gee – Gee Strategies

	ISO-RTO Council:
	Phil Harris – PJM, ISO-RTO Council Chairman
Craig Glazer – PJM

Tom Baugh -- PJM

	FERC:
	Rick Miles – FERC (facilitator for the meeting)

Deirdre Gallagher - FERC


Other Participation:

	Rae McQuade

Veronica Thomason

Barry Lawson
	NAESB Office

NAESB Office

NRECA, Board member representing Distribution Muni/Coop interests (unable to attend the meeting)


Need for a new segment

1 – Independence/Impartiality (IRC)

2 – Okay with current arrangement (IRC)

3 –Legal Prohibition Re: (sector) segment participation – can not favor one sector over another (IRC)

4 – Could join NAESB as separate segment (IRC)

5 – Participation of IRC in NAESB has value

6 – Current practice: Majority voting is okay / balanced voting is not okay

7 – Implementer (OASIS) should not have vote (ELCON)

8 – Issue of Resources (IRC)

9 – Loss of members if voting is reduced

10 – If IRC provided separate segment, are resources in place?

11 – JIC – would “double dipping: occur if separate segment created?

12 – JIC needed for coordination

Options:  
Create new segment

 - modify the JIC

- eliminate the JIC

- leave JIC alone

- ISO/RTO segment

- Services segment

- Grid operators segment

ISO/RTO/Independent**

Grid Operators/Planners

- modify the JIC

- eliminate the JIC

- leave JIC alone

- definition for at-large need to be modified

Defining: open to more than ISO/RTOs – Independent as determined by FERC

Subsegment principles do apply

**Independence refers to individual as opposed to collective organizations

Services Segment

- remove at-large subsegments

- do not remove at-large (re-define at-large)

Grid Operators Segment

a)  <3 of 7 seats to ISO/RTOs, < other 4 IOU, fed/state/provincial, muni/coop, at-large

b). include ITCs, ICTs and ITOs

Maintain status quo plus

- response period for ISO/RTOs then vote

Draft Proposal

Create new segment: Independent Grid Operators/Planners, if the following conditions are met:

a. the IRC and NAESB would agree to pursue the elimination of the JIC

b. follow subsegment principles

c. re-define at-large to eliminate ISOs/RTOs from that subsegment

d. IRC members joining and commitment of resources to standards development
