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North American Energy Standards Board

1301 Fannin, Suite 2350, Houston, Texas 77002

Phone:  (713) 356-0060, Fax:  (713) 356-0067, E-mail: naesb@naesb.org

Home Page: www.naesb.org

TO:
NAESB Board of Directors
FROM: 
Rae McQuade, NAESB Executive Director



James Cargas, NAESB Deputy Director

RE:
NAESB Board of Directors Strategic Session – June 10, 2004
DATE:

June 14, 2004 

The Board of Directors and their distinguished guests held a Strategic Session to discuss the future of NAESB’s mission and membership on Thursday, June 10, 2004.  The Strategic Session was held in conjunction with the Board meeting on the same day, but was not transcribed.  The following notes and direction resulted from the meeting.
	Presentation on Being a Non-Profit Board Member
	

	
	· Mr. Cargas gave the antitrust warning.
· Mr. Bill Boswell, NAESB General Counsel, gave a presentation on the responsibilities of a non-profit board member. A copy of his presentation can be downloaded from the NAESB web site at the following address:  http://www.naesb.org/pdf/bd061004w3.ppt

	 Profile of the NAESB Organization
	

	
	· Ms. McQuade reviewed the profile of NAESB’s current membership and trends.  NAESB currently has 353 members.  There has been a net loss of 19 members in the past year.  The companies that have recently joined or resigned are listed by quadrant in Tab 4 of the Board Book.

· The reasons for resignations include: financial trouble of company, a shifting of priorities and redirection of resources away from standardization activities.  In the WEQ, 20% of subcommittee participation is by non-members.  However, there is value in NAESB standards obtaining the broadest possible industry input and consensus.  Non-members are still committing their resources to NAESB’s success.
· The greatest recruiting tool is offering open Board and Executive Committee (EC) seats to companies already participating at the subcommittee level.  They tend to join to be eligible for both governing groups.  Another motivation for joining, especially for industry executives, is the desire to control the industry’s future direction, rather than have regulators impose their vision on industry.
· The other advantages to joining have not changed in ten years: avoiding litigation, more efficient operations, cost savings, greater certainty in the marketplace, and increased access to new markets and new market participants.

· Acceptance of direct government funding can cause conflict of interest problems for NAESB.  However, NAESB can pursue single-purpose grants from government agencies (e.g., Sandia review of Version 1.4).  Those grants are not awarded in financial settlements, rather they are awarded by government agencies performing specific actions for NAESB.
· Consensus was that continued success will attract more members; not that more members are needed to produce continued results. 

	 Strategic Direction of NAESB
	

	
	· More attention can be given to standards that benefit non-retail choice states now that retail deregulation has stalled nationwide.

· Reliability was the reason that GISB, NAESB’s precursor, was first formed from the Natural Gas Council.  Industry still needs NAESB to play this role.

· Continued federal, state, and provincial government involvement is one of the keys to NAESB’s success.
· Energy standards are becoming more internationalized, i.e., Canadian, Mexican and LNG supplies of natural gas, and Canadian and Mexican electricity.
· The NAESB process is now well known and well respected as producing true industry consensus.
· If the EC cannot implement a standard due to questions on policy, it needs to articulate why so regulators can provide the necessary policy guidance.  Recommendations for EC: (1) participants need to be empowered to negotiate and compromise; (2) a failure to be flexible and compromise, will result in regulators interceding; and (3) if EC members make decisions that are not specifically aligned with their company’s objectives, the company management should understand that the NAESB process reflects the entire industry and that their representatives acted in good faith and were responsible to NAESB’s success and credibility as an organization.
· The WEQ is working to create seats on the Board and EC for ISO, RTO, RRO and service companies, although the IRC is not unanimous in its desire to hold NAESB seats.
· NAESB can benefit from bringing together retail end-users across jurisdictional boundaries. 

· Development of a model retail gas and electric contract similar to WGQ gas contract could significantly reduce confusion among retail customers.  This will allow parties to focus on negotiating commercial aspects, not contract terms.

	Top Items for NAESB to Address in Coming Years
	

	
	· In the Wholesale arena, NAESB should focus on:
1. Business practice aspects of reliability.

2. Integration of the gas and electric markets.

3. Expansion of natural gas supply from non-conventional sources.

4. Harmonization of standards.

5. Responsive to regulators, including NARUC, FERC, DOE and DHS.

· In the Retail arena, NAESB should focus on:
1. Developing a standard retail contract.

2. Developing a standardized electric invoice.

3. Supporting regulators by teeing up policy issues for them.

· Board and EC members need to take a more active roll in educating their state and provincial regulators about the benefits of NAESB.


 Attendance:
See Board Minutes from June 10, 2004, for a list of Board member, staff and guest attendees.
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