June 24, 2001



Mr. Paul Buckman
President
TransElect
XXXXXXX
XXXXXXXXX

Paul, 

	I am responding to your call to Jeff Skilling regarding National Grid’s request to FERC to find that it is not a "market participant" with respect to the Alliance Regional Transmission Organization (“ARTO”), thereby allowing National Grid to become eligible for the Managing Member of ARTO.  

Enron did participate in the case.  Enron Power Marketing, Inc. (“EPMI”) intervened in the proceeding on June 14, 2001.  EPMI decided to neither support nor oppose National Grid's request, but asked FERC to ensure that the Managing Member in its role as system operator be independent of all market participants.
   
While National Grid argues that its role as a market participant is small and remote from ARTO, there are many advocates (including EPMI) of a single Northeast RTO that would combine PJM, NY-ISO, and ISO-NE.  If this combination of Northeast ISOs occurs, National Grid’s commercial interests will no longer be so remote.[footnoteRef:2]  In addition, we share your concern that if FERC allows this application to move forward there may be nothing to prevent a neighboring Utility from operating an RTO (for instance, Southern operating GridSouth).  [2:   Even if one single Northeast RTO does not occur, National Grid clearly has a commercial interest in the electricity markets.] 


EPMI recommended that the Commission enforce the following principles in determining whether to accept this application: (1) ensure that the Managing Member be independent from all market participants, (2) ensure that the Managing Member has sufficient resources, technical capability and experience to operate the RTO effectively and efficiently, (3) require that the Managing Member be responsible for ensuring the development of well functioning electricity markets, and (4) ensure that the Managing Member has full authority to modify the tariff to provide service to ARTO customers in a non-discriminatory manner.  I hope that you support us in these principles.

To address the independence concern, EPMI asked that FERC require National Grid to develop a firm plan to divest itself of its generation and retail sales businesses.  EPMI also asked FERC to require National Grid to immediately institute market protections in the form of sufficient separation between its business as Managing Member and its other business interests to give ARTO customers comfort that it is not acting discriminatorily.  

If you want to discuss this issue further, please feel free to call me at 713-853-3407.  In addition, if TransElect has any other plans right now to help push for non-discriminatory and for-profit transmission service in the electricity industry that we could coordinate on, also please feel free to call me.

					Sincerely,



					Richard Shapiro
					Managing Director, Government Affairs
