March 13, 2002

Dear Colleague:

The Energy Policy Act of 2002, S. 517, contains provisions that are intended to create a
system to ensure that the grid for delivery of dectricity isrdiable. Sec 207. of S. 517 givesthe
respongbility for setting up and overseeing ardiability sysem to FERC. The system must gpply to dl
users of the system, the rules must be mandatory and there must be pendties for failure to comply with
the rules.

No one disagrees that thisis an urgent issue and must be dedlt with in legidaion. No one
disagrees that these are the appropriate goas or that FERC should have oversight of such a system.
There are differences, however, over how these principles should beimplemented. S. 517 takes the
smplest gpproach possble. It gives FERC the responsibility and gives great flexibility to defer to
expert organizations, regiond entities and states to implement this obligation.

The Western Governors Association has proposed an amendment that may be offered that
would take a far more cumbersome and complicated gpproach to accomplishing these goals. This
proposa would create atangle of procedura red tape that could tie up attempts to make certain that the
gridisrelidble.

The amendment would require FERC to create ardliability structure that:

Creates a nationd dectric reliability organization (ERO) to be approved by FERC ;

Allows cregtion of regiond reliability entities and creates a rebuttable presumption that any
regiond entity on an interconnection-wide basis Ashould be acceptedi;

Creates a rebuttable presumption that standards offered by an interconnection-wide entity are
just and reasonable and not unduly discriminatory;

Allows FERC only to remand rules that are not just and reasonable to the ERO or regiond
entity;

Cregtes a complaint process that is so cumbersome that it could take months or yearsto finaly
reach a compliance order.

Only in one part of the Country is there any likelihood that an interconnection-wide entity can be
created, the West beyond the Rocky Mountains.
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This gtructure is so complex asto render it unworkable. 1f someoneisacting in away thet the
nationd reliability experts think endangers the stahility of the deivery system, those experts should not
have to go through a cumbersome process in order to remedy the problem.

FERC currently is engaged in adiscussion of rdiability issues that embodies the kind of
consultation and cooperation that should take place between expert organizations, states and Federa
officas. Concerns have devel oped about the relationship between commercia practice standards and
reliability standards. This processisto develop an understand of the overlap between the two, and to
design organizationa structuresto ded adequately with them. The discussion has been conducted in
close consultation with the North American Electric Reliability Council, the Gas Indusiry Standards
Board, Sates, regiond reliability councils, the Edison Electric Indtitute and other market participants. It
would be ironic for the industry to come to a consensus on how to deal with these important rdligbility
issues judt as the Congress passes a bill that requires a different structure.

The reiability structure should be smple and dependable. We should require the FERC to
implement a system, give them guiddines, and give them flexibility to defer to expert and regiond bodies
and the states. That iswhat S. 517 does. We should not create a system too complicated to ensure the
relidbility of eectric service.

| urge you to support the religbility provisons of S. 517.

Sincerdy,

Jeff Bingaman



