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1301 Fannin, Suite 2350, Houston, Texas 77002
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Home Page: www.naesb.org

TO:
Wholesale Electric Quadrant Members, and Interested Parties
FROM:
Laura B. Kennedy, Meeting/Project Manager
RE:
Draft Minutes of WEQ Procedures Drafting Collaborative Task Force Meeting – February 17, 2005
DATE:
February 23, 2005
WEQ Procedures Drafting Collaborative Task Force

Meeting in NAESB Offices – Houston, TX
February 17, 2005
Draft Minutes
1.
Administrative Items
Mr. Desselle welcomed the meeting participants.  Introductions were made in the room and on the phone.  Ms. Kennedy read the antitrust advice.  Mr. Desselle introduced Mr. Miles, FERC Director of Dispute Resolution Services, as the meeting facilitator.
Mr. Dison moved, seconded by Mr. Oberski to adopt the draft agenda.  Mr. Lawson requested that the agenda be modified to include his suggested agenda additions/changes that are posted on the NAESB website at http://www.naesb.org/pdf/weq_collaborative021705w15.doc.  Mr. Dison and Mr. Oberski agreed to revise their motion to include Mr. Lawson’s suggested changes to the draft agenda.  The revised agenda was adopted without objection.
2.
Review the Conclusions from the October 21-22, 2004 meeting

Mr. Desselle reviewed the Conclusions and Action Items section from the WEQ Members Meeting on WEQ Segment and Sub-segment Organization on October 21-22, 2004 meeting notes.  The meeting notes are posted on the NAESB website at http://www.naesb.org/pdf/weq_members102104mn.doc.
3.

Quadrant Procedures Amendment Process
Ms. McQuade explained that Section 18 of the WEQ Quadrant Procedures (Procedures) addresses how amendments to the WEQ Procedures are made, and briefly reviewed the details of that section.  Section 18 provides that:

· Any interested party may request a change to the WEQ Procedures by forwarding a request in writing to the NAESB Office (Procedures Section 18.1).

· The WEQ Procedures Drafting Collaborative Task Force is charged with drafting amendments to the quadrant procedures.  The changes are reviewed by NAESB Counsel to ensure that they are not inconsistent with NAESB’s certificate and bylaws.

· Next, the draft amendments are reviewed for adoption by WEQ membership.  The NAESB Office will then forward the proposed amendments with a notational ballot to all WEQ Board members.  The notational balloting period is for thirty days.  Amendments must receive seventy-five percent of the vote of the WEQ Board members, with a minimum of forty percent affirmative vote from each segment. (Procedures Section 18.2).
· After the proposed amendments pass the WEQ Board vote, the amendments must be ratified by the WEQ membership.  Membership ratification of amendments to procedures requires a minimum of seventy-five percent affirmative vote of the returned ballots. (Procedures Section 18.2).
4.

Background Information
Mr. Desselle reported that Navigant Consulting, Inc. is currently a member of the WEQ Transmission segment, IOU sub-segment.  Mr. Smead of Navigant Consulting, Inc. currently holds a seat on the Board of Directors for the Transmission segment, IOU sub-segment.
Ms. McQuade stated there have not been reports from NAESB members that they are dissatisfied with their segment and sub-segment.  Ms. Campbell stated that though she did not report to NAESB, the IOU sub-segment is not the proper category for FRCC.

Ms. McQuade stated that WECC and NPCC have expressed interest in joining NAESB, but have postponed membership until the decision is made whether the WEQ will have a sixth segment.
Mr. Desselle reviewed the election of the Board representative for the WEQ Transmission Segment, IOU sub-segment.  Mr. Oncken sent several e-mails to notify the membership of the nominees for the Board elections.  These e-mails included the date when the nomination period ended as well as the dates of the election period.  The candidacy period for Board elections is thirty days, but in this case the candidacy period lasted six weeks.  Ms. McQuade stated that the Board member who previously held the seat in question did not request to be re-nominated for the election.
Mr. Desselle stated that PacifiCorp challenged the membership of Navigant Consulting, Inc.  PacifiCorp is holding its membership challenge in abeyance pending the conclusion of this meeting.

5.

General Counsel Opinion on WEQ Membership Criteria Today
Mr. Desselle reviewed Mr. Boswell’s January 7, 2005 opinion on WEQ Membership Criteria.  Mr. Boswell’s opinion is available on the NAESB website at http://www.naesb.org/pdf/weq_collaborative021705w6.pdf.  Mr. Boswell’s letter explained that it was intended to supplement and expand upon the opinions expressed by Jay Costan, former NAESB General Counsel.  Mr. Costan’s July 14, 2002 Memorandum Reviewing the Proposed Quadrant Procedures for the Wholesale Electric Quadrant can be reviewed on the NAESB website at http://www.naesb.org/pdf/weq_collaborative021705w5.pdf.
6.

Review and Discussion of Sixth Segment
Mr. Lucas reviewed the request from Southern Company to change the WEQ Procedures to facilitate membership by entities who may not meet the IOU definition or who otherwise may not meet the intended definition of the other segments or sub-segments.  The request is posted on the NAESB website at http://www.naesb.org/pdf/weq_collaborative021705w10.doc.
The request included a proposal to revise the WEQ Procedures to include a sixth at-large segment, with no defined sub-segments.  The at-large segment would be described as intended for regional reliability organizations (RRO’s), regional transmission organizations (RTO’s), consultants, service companies, information services and software companies, law firms, and other organizations that are not specifically encompassed in the other five existing WEQ segments and sub-segments.  This option was named Option A for purposes of discussion.
Ms. Campbell supported changes to the WEQ Procedures so that entities that do not meet the definition of any of the sub-segments have not only the opportunity to join NAESB, but also to hold leadership positions.
Mr. Anderson stated that the other segments and sub-segments should not be modified to address membership challenges within the Transmission segment.  Mr. Lawson agreed and added that Section 5.1 of the Procedures and the current policy that allows members to self-select segment and sub-segment are sufficient to provide an appropriate segment and sub-segment for service entities and RRO’s.  Mr. Oberski stated that while the current policies and procedures provide a way for service entities and RRO’s to join NAESB, events since the meeting in October, such as the membership challenge, have demonstrated that service entities and RRO’s do not have a reasonable chance to be elected to leadership positions.
Mr. Desselle stated that if the current procedures are not changed, the membership challenge by PacifiCorp will be decided by the entire NAESB Board of Directors, instead of the Wholesale Electric Quadrant alone.

7.

Review and Discussion of Other Options
The committee reviewed other proposals to change the Procedures.
Entergy’s Proposal:
In his letter posted on the NAESB website at http://www.naesb.org/pdf/weq_collaborative021705w12.doc, Mr. Davis presented two alternative proposals to change the WEQ Procedures.
First, Mr. Davis proposed to add one sub-segment to each segment that is designated as “at-large.”  The “at-large” sub-segment would not be subject to the vacancies requirements contained in Sections 7.5 and 10.5 of the WEQ Procedures.  This “at-large” sub-segment would be for those entities that qualify to join a segment but do not meet the definition of any of the other sub-segments in that segment.  The “at-large” Sub-segment would not be available to be filled by an entity that meets the qualifications to be in one of the other, defined Sub-segments.  This option was named Option B for purposes of discussion.

Mr. Davis’ second proposal was to establish a sixth segment as proposed by Mr. Lucas.  However, the “at-large” segment would also have sub-segment qualifications on its members similar to the existing segments.  Elected members to the Board of Directors and the Executive Committee representing the “at-large” segment would be limited to a maximum of two seats from any particular business interest.  This requirement would avoid having a single industry business interest obtain more than two seats in this segment when all other business interests are limited to a maximum of two seats.  This option was named Option C for purposes of discussion.
Mr. Davis stated that he preferred adoption of Option B over Option C because Option B adheres to the Sub-Segment Principles identified in Section 2.4 of the WEQ Procedures.

Basin Electric Power Cooperative Proposal:
Mr. Klempel proposed to modify Option B so that the at-large sub-segments would be subject to the vacancies requirements contained in Sections 7.5 and 10.5 of the WEQ Procedures.  This option was named Option B2 for purposes of discussion:

Under Mr. Klempel’s proposal, instead of a sixth segment, each WEQ Segment would add one more sub-segment designated as “at-large” and would be subject to the vacancies requirements contained in Section 7.5 and 10.5. This “at-large” sub-segment would be for those entities that qualify to join a segment but do not meet the definition of any of the other sub-segments in that segment. The “at-large” Sub-segment would not be available to be filled by an entity that meets the qualifications to be in one of the other, defined Sub-segments.
Mr. Lawson stated that if Option B or Option B2 were adopted, Section 5.1E of the Procedures should be deleted.  Otherwise, service entities would be able to join the at-large sub-segment and via Section 5.1E.  There was general agreement that Options B and B2 should include deletion of Section 5.1E.  Mr. Davis and Mr. Klempel agreed to make the modifications to their respective proposals.

Mr. Lawson proposed adding language to Options B and B2 to state that the at-large sub-segment would hold one seat per segment on the Board of Directors and Executive Committee.  Mr. Davis and Mr. Klempel agreed to make this addition to Options B and B2.

NRECA, APPA, ELCON, and TAPS Proposals:
Mr. Lawson proposed two additional alternatives.  First, Mr. Lawson proposed that the WEQ Procedures should not be changed.  Any challenges to membership would be addressed via the current WEQ Procedures.  This option was named Option D for purposes of discussion.

Second, Mr. Lawson proposed that the Transmission segment should reallocate its Board and Executive Committee seats.  Under Mr. Lawson’s proposal, the ITC sub-segment would keep one Board seat and one Executive Committee seat, and the second ITC sub-segment Board and Executive Committee seat would be reallocated for a new RRO sub-segment.  This option was named Option E for purposes of discussion.

Consumers Energy Proposal:
Mr. Dotterweich proposed to change the WEQ Procedures to add an additional sub-segment named Other to each segment except for the Distribution/Load Serving Entities segment.  (The Distribution/Load Serving Entities has a sub-segment named Other).  The Other sub-segments would be limited to one seat on the Board and Executive Committee, for a total of no more than six seats.  This option was named Option F for purposes of discussion.
Mr. Dotterweich explained that all members of the segment could vote in elections for the Other sub-segment.  Mr. Dison said that segment wide voting would infringe on the principle that each sub-segment should determine its own representation.
8.

Possible Vote on Draft Changes to the WEQ Procedures
Mr. Dison proposed that the committee vote via balanced vote for each Option.  The participants would then vote on the two options that receive the highest number of favorable votes.  There was general agreement to this proposal.  A balanced vote was taken for each option.  Mr. Yeung abstained from all votes.
OPTION A
Sixth segment – “at-large” – with no sub-segments defined, and with a description that notes membership in the “at-large” segment is intended for regional reliability organizations, regional transmission organizations, consultants, service companies, information services and software companies, law firms, and other such organizations that are not specifically encompassed in the other five existing WEQ segments and sub-segments.
	Segment
	Votes Cast
	 
	Balanced Vote
	 

	 
	YES
	NO
	TOTAL
	YES
	NO
	TOTAL

	Transmission
	0
	9
	9
	0
	2
	2

	Generation
	0
	9
	9
	0
	2
	2

	Marketers/Brokers
	0
	5
	5
	0
	2
	2

	Distribution/LSE
	0
	6
	6
	0
	2
	2

	End Users
	0
	1
	1
	0
	1
	1

	Total
	 
	 
	 
	0
	9
	9


OPTION B
Each WEQ Segment would add one more sub-segment designated as “at-large” and not subject to the Vacancies requirements contained in Sections 7.5 and 10.5, in place of a sixth segment. This “at-large” sub-segment would be for those entities that qualify to join a segment but do not meet the definition of any of the other sub-segments in that segment.  The “at-large” Sub-segment would not be available to be filled by an entity that meets the qualifications to be in one of the other, defined Sub-segments.  Section 5.1E would be eliminated. This sub-segment would hold one seat per segment on the Board and EC.
	Segment
	Votes Cast
	 
	Balanced Vote
	 

	 
	YES
	NO
	TOTAL
	YES
	NO
	TOTAL

	Transmission
	7
	2
	9
	1.555556
	0.444444
	2

	Generation
	5
	4
	9
	1.111111
	0.888889
	2

	Marketers/Brokers
	4
	1
	5
	1.6
	0.4
	2

	Distribution/LSE
	4
	2
	6
	1.333333
	0.666667
	2

	End Users
	0
	1
	1
	0
	1
	1

	Total
	 
	 
	 
	5.6
	3.4
	9


OPTION B2
Each WEQ Segment would add one more sub-segment designated as “at-large” and would be subject to the Vacancies requirements contained in Sections 7.5 and 10.5, in place of a sixth segment. This “at-large” sub-segment would be for those entities that qualify to join a segment but do not meet the definition of any of the other sub-segments in that segment.  The “at-large” Sub-segment would not be available to be filled by an entity that meets the qualifications to be in one of the other, defined Sub-segments.  Section 5.1E would be eliminated. This sub-segment would hold one seat per segment on the Board and EC.
	Segment
	Votes Cast
	 
	Balanced Vote
	 

	 
	YES
	NO
	TOTAL
	YES
	NO
	TOTAL

	Transmission
	9
	0
	9
	2
	0
	2

	Generation
	7
	2
	9
	1.555556
	0.444444
	2

	Marketers/Brokers
	5
	0
	5
	2
	0
	2

	Distribution/LSE
	5
	1
	6
	1.666667
	0.333333
	2

	End Users
	1
	0
	1
	1
	0
	1

	Total
	 
	 
	 
	8.222222
	0.777778
	9


OPTION C
The WEQ would establish a sixth Segment as proposed by Mr. Lucas. However, in keeping with the defined Sub-segments established by the WEQ in the existing Procedures, this “at-large” Segment would also have sub-segment-like qualifications on its members similar to the existing segments. This requirement would avoid having a single industry business interest obtain more than two seats in this segment when all other business interests are limited to a maximum of two seats.
	Segment
	Votes Cast
	 
	Balanced Vote
	 

	 
	YES
	NO
	TOTAL
	YES
	NO
	TOTAL

	Transmission
	2
	7
	9
	0.444444
	1.555556
	2

	Generation
	0
	9
	9
	0
	2
	2

	Marketers/Brokers
	0
	5
	5
	0
	2
	2

	Distribution/LSE
	0
	6
	6
	0
	2
	2

	End Users
	0
	1
	1
	0
	1
	1

	Total
	 
	 
	 
	0.444444
	8.555556
	9


OPTION D
Maintain the status quo.  Any challenges to membership would be addressed via the current WEQ Procedures.
	Segment
	Votes Cast
	 
	Balanced Vote
	 

	 
	YES
	NO
	TOTAL
	YES
	NO
	TOTAL

	Transmission
	0
	9
	9
	0
	2
	2

	Generation
	5
	4
	9
	1.111111
	0.888889
	2

	Marketers/Brokers
	2
	3
	5
	0.8
	1.2
	2

	Distribution/LSE
	4
	2
	6
	1.333333
	0.666667
	2

	End Users
	1
	0
	1
	1
	0
	1

	Total
	 
	 
	 
	4.244444
	4.755556
	9


OPTION E
Transmission segment should reallocate its seats from 2 seats for the ITC sub-segment to one seat for the ITC sub-segment, and one seat for a RRO sub-segment for both the Board and Executive Committee.
	Segment
	Votes Cast
	 
	Balanced Vote
	 

	 
	YES
	NO
	TOTAL
	YES
	NO
	TOTAL

	Transmission
	1
	8
	9
	0.222222
	1.777778
	2

	Generation
	4
	5
	9
	0.888889
	1.111111
	2

	Marketers/Brokers
	2
	3
	5
	0.8
	1.2
	2

	Distribution/LSE
	2
	4
	6
	0.666667
	1.333333
	2

	End Users
	1
	0
	1
	1
	0
	1

	Total
	 
	 
	 
	3.577778
	5.422222
	9


OPTION F
Change the procedures instead of specific allocation by sub-segment to state there is a maximum allocation by sub-segment.  Add sub-segment named Other to those segments that do not already have an Other sub-segment. Elect representatives by segment. 
	Segment
	Votes Cast
	 
	Balanced Vote
	 

	 
	YES
	NO
	TOTAL
	YES
	NO
	TOTAL

	Transmission
	1
	8
	9
	0.222222
	1.777778
	2

	Generation
	1
	8
	9
	0.222222
	1.777778
	2

	Marketers/Brokers
	1
	3
	4
	0.5
	1.5
	2

	Distribution/LSE
	2
	4
	6
	0.666667
	1.333333
	2

	End Users
	0
	1
	1
	0
	1
	1

	Total
	 
	 
	 
	1.611111
	7.388889
	9


Ms. Lauderdale abstained from voting on OPTION F.

Options B and B2 received the highest number of favorable votes.  Mr. Oberski moved, seconded by Ms. Perlman, to adopt Option B2.  The motion passed with one vote in opposition from Mr. Dotterweich.  Mr. Davis abstained.
9.

Next Steps

Ms. McQuade will modify the WEQ Procedures to reflect the changes pursuant to Option B2.  The modified WEQ Procedures will be forwarded to NAESB General Counsel for review.  Then, the modified WEQ Procedures will be forwarded to the WEQ Board Members for vote pursuant to WEQ Procedure Section 18.2.
10.

Other Business

No other business was discussed.
11.

Adjournment

Mr. Oberski made a motion to adjourn that was seconded by Mr. Lawson.  The meeting adjourned at 1:20 p.m. Central.
12.

Attendees

	Attendee
	Organization
	Attendance

	Phil Cox
	AEP
	Phone

	Michael Desselle
	AEP
	Phone

	Allen Mosher
	American Public Power Association 
	Phone

	Dan Klempel
	BEPC
	In Person

	Lisa Szot
	California ISO
	Phone

	Billy Miller
	Calpine
	In Person

	Eli Spriggins
	Cleco
	Phone

	Andy Dotterweich
	Consumers Energy
	In Person

	Lou Oberski
	Dominion
	In Person

	Ollie Frazier
	Duke Energy
	Phone

	Melissa Lauderdale
	Edison Electric Institute
	In Person

	John Anderson
	Elcon
	Phone

	John Hughes
	Elcon
	Phone

	Marjorie Perlman
	Energy East
	Phone

	Lynnda Ell
	Entergy
	Phone

	Jimmy Smith
	Entergy
	Phone

	Ed Davis
	Entergy Services
	In Person

	Rick Miles
	FERC
	In Person

	Robert Williams
	Florida Municipal Power Agency
	Phone

	Linda Campbell
	FRCC
	In Person

	Valerie Crockett
	Kathy York
	Phone

	William Boswell
	NAESB
	Phone

	Laura Kennedy
	NAESB
	In Person

	Rae McQuade
	NAESB
	In Person

	Denise Rager
	NAESB
	In Person

	Bill Lohrman
	NERC
	In Person

	Clay Norris
	North Carolina Municipal Power Agency Number 1
	Phone

	Barry Lawson
	NRECA
	In Person

	Barry Green
	OPG
	Phone

	Rick Maher
	PacifiCorp
	Phone

	Ken Brown
	Public Service Electric and Gas Company 
	Phone

	Roman Carter
	Southern Company
	Phone

	Joel Dison
	Southern Company
	In Person

	John Lucas
	Southern Company
	In Person

	Tony Reed
	Southern Company
	Phone

	Dean Ulch
	Southern Company
	In Person

	Charles Yeung
	Southwest Power Pool
	In Person

	Valerie Crockett
	TVA
	Phone

	Kathy York
	TVA
	Phone

	Brian Evans-Mongeon
	Vermont Public Power Supply Authority 
	Phone

	Charlie Severance
	Wisconsin Public Service Corporation 
	Phone
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