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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


via email

TO:
Committee Members:  Sue Barry, Bill Bourbonnais, Jim Buccigross, Valerie Crockett, Michael Desselle, Leonard Haynes, Richard Kruse, Mike Novak, Lou Oberski, Keith Sappenfield, Jim Templeton 


Posting on the NAESB Board of Directors Page (http://www.naesb.org/WGQ/wgq_bod.asp, http://www.naesb.org/WEQ/weq_bod.asp )
FROM: 
Rae McQuade
RE:
Notes from Board Committee Meeting –March 11, 2008 
DATE:

March 12, 2008
Dear NAESB Board Committee Member and Interested Parties,
The notes below and work papers referenced serve as the record for the meeting held on March 11, 2008.
	Agenda Topic
	Results of Discussion

	Administrative:
	The meeting began at 1:00 pm C, at the IAH Marriott in Houston, Texas.  The roll was taken, participants were welcomed to the call, the agenda was approved without changes and the antitrust statement was given.

	Attendees:
	Jim Templeton, Comprehensive Energy Services
Lou Oberski, Dominion
Mike Novak, National Fuel Gas Distribution

Deonne Cunningham, NAESB 
Rae McQuade, NAESB
Veronica Thomason, NAESB
	Leonard Haynes, Southern Company 

Michael Desselle, Southwest Power Pool

Richard Kruse, Spectra Energy Transmission

Sue Barry, Tennessee Gas Pipeline
Valerie Crockett, Tennessee Valley Authority

	Observers
	Kim Van Pelt, Panhandle Eastern Pipe Line
	Mark Gracey, Tennessee Gas Pipeline

	Agenda:
	· Administrative: Welcome to members and attendees, Antitrust Guidelines, Introductions, Adoption of Agenda

· General Discussion of Issues

· Possible Initial Formation of Recommendations to the Board

· Next Steps, Adjourn

	General Discussion of Issues


	· Michael Desselle opened the meeting, thanked everyone for attendance.
· He explained that the purpose of the meeting was to address segment blocks at the Executive Committee level, the impact of those blocks on efficiency of the standards development process, and the possible influence the blocks could have on NAESB’s credibility as a standards organization.  
· As noted in Michael Desselle’s letter to the Kansas Corporation Commission, “single-segment blocks perform an important, but hopefully rarely used function in NAESB. They are intended as a fail-safe measure if a segment truly believes that its entire market segment would be unfairly disadvantaged or put at risk should a standard be adopted. In those cases, when a segment votes with less than 40% approval, the action is considered blocked. When a single segment blocks the approval of proposed standards, those blocks are first reported to the Board of Directors, who may suggest additional actions and reconsideration. After the Board action is exhausted, if the single-segment blocks remain, they are reported to the Federal Energy Regulatory Commission (FERC) along with all relevant documentation including comments and voting records. The FERC can then take any action it deems appropriate.”
· Points made during the discussion of segment blocks included:
· Single segment blocks are beginning to pose a problem that may impact membership.  Members in segments within the more mature quadrants of the Organization are beginning to question whether they should even bring requests for standards development to NAESB.  In order to standardize some best practices these members are beginning to weigh the question of submitting to the lengthy and frustrating standards development time that is more frequently resulting in single segment blocks with just proceeding directly to the FERC for action.
· While NAESB and its predecessor GISB experienced segment blocks, the potential for blocking may have increased due to the difficult projects for standards development that are being presented to NAESB.  

· The threshold question of whether standards should be developed with given timelines for work product delivery can also delay or make the standards development process inefficient if NAESB does not receive direction from the FERC and corresponding deadlines from the FERC.

· Some EC members who may not oppose a given standards development effort may react to pressure to maintain their positions on the EC, and thus vote against such development – resulting in a partisan environment.

· If an EC member already provides the level of service indicated by a proposed standard, it is not clear why they would vote in opposition – particularly when it may lead to a segment block.

· As EC members vote in opposition, they should clearly state the reasons for their opposition.

· Representatives of segments with a high number of vacant EC seats may have undue influence in blocking.  As an example, if only two of the seats are filled for a given segment, then only one of those representatives in opposition would cause the vote to fail – as the segment could not demonstrate a 40% minimum affirmative vote.

· The two quadrants most likely to experience segment blocks are the wholesale gas and the wholesale electric quadrant.

· There have been cases where a segment votes in opposition with little reason given for the vote.

	
	· Points made during the discussion of subcommittee efforts that could lead to segment blocks at the EC were:

· Subcommittees in development of standards should provide accurate factual and non-repetitive discussion. 

· Project timelines may be used to better manage the development process and provide a tool to the Board to ascertain progress.

· Cost issues as a reason for opposition to standards development should be considered as cost recovery through filing rate cases is not always appropriate given that many other aspects of the tariff would be open for discussion in a rate filing.  Moreover, filing rate cases would not be applicable to the pipelines now operating in a market based environment.

· With deadlines comes urgency to produce a work product and to negotiate with other segments, thus minimizing the occurrence of segment blocks.

· Facilitation of subcommittee meetings may be helpful in moving the process forward more efficiently when the standards development activities are expected to be controversial and have an expectation of a segment block.

· Training of subcommittee leadership may be helpful as guidance on the tools and options that a subcommittee leader can employ to move the group towards an efficient development of work products.

· Highlighting regulatory-driven standards activities from member-driven ones on the annual plans would indicate those development efforts with possible high visibility and possible controversy. 

· To avoid the appearance of partisanship, segments who currently conduct their nominations and elections through their respective trade associations should consider turning over such elections to the NAESB office.  Then NAESB can ensure that all such members are current in dues for a given quadrant and segment and that they have the opportunity to vote, and that only those members are permitted to vote in elections and that all eligible dues current members have an opportunity to be considered as candidate for open seats for the applicable segments.

	Summary of Conclusions and Actions to Be Taken
	· Under-represented EC segments within a quadrant should not be able to employ segment blocks.  In discussion, it was determined that segments populated 50% or less should not be able to trigger a segment block.
· Action:  Propose changes to the bylaws and standard operating practices to reflect such a restriction. Discuss the proposed changes at the upcoming Board meeting and schedule the vote on the proposed changes for the June Board meeting.

· Segment blocks should be rare, minimized and not a part of a routinely used strategy for voting.  If a segment block is inevitable, it should be determined quickly and processed quickly.  Where segment blocks may occur due to the controversial nature of the standards development that may indicate unresolved policy issues, steps should be taken to expedite the definitive determination of a block or whether progress could be made through a variety of actions.

· Action:  To minimize segment block actions, the full Board will be notified via email when blocks may be expected to occur at the EC.  Board members from the affected quadrant and segment would be expected to discuss and resolve, if possible, the expected segment block with their respective segment EC members prior to a vote taking place that may result in a block.    The EC members would be reminded of the purpose of a segment block -- they are intended as a fail-safe measure if a segment truly believes that its entire market segment would be unfairly disadvantaged or put at risk should a standard be adopted. If a segment block is inevitable, action will have been expedited to bring attention to the full Board sooner in the process and eliminate the need for the full Board to take the step at its next regularly scheduled meeting of sending direction back to a quadrant for them to reconsider their blocking action.
· For standards development activities where an EC segment block has been determined to be inevitable, then the process should be facilitated sooner than later.  This can be accomplished by establishing timelines for resolution set by the EC leadership with related subcommittee leadership.  The timelines should be reported at both the EC and Board meetings.

· Action:  Similarly, for controversial and high visibility projects where segment blocks may be expected to occur, timelines should be established at the outset for the entire project in more detail than just the date provided for the annual plan entry.
· Action:  On a case-by-case basis, the Managing Committee will determine whether facilitation might be needed to make the standards development effort more efficient in reaching a conclusion – either with standards developed or a report issued explaining why consensus is not achievable.  Rae McQuade will discuss with Rick Miles.
· Several action items were identified that can help streamline the process when the possibility of segment blocks might, or will, be present, including; providing input to the Board, providing training, supporting subcommittee leadership through facilitation, and requesting  information from the FERC when policy issues or technical questions are outstanding.

· Action:  The annual plans will be revised to identify those development efforts that are initiated through regulatory action in order to highlight to the Board possible high visibility and controversial issues.

· Action:  Subcommittee leadership training can be held to provide subcommittee leadership with tips on how best to move groups forward.  It was proposed that the training could be conducted during the next regularly scheduled series of quadrant EC meetings beginning on the afternoon of the retail EC meeting.  In placing the training within the schedule of EC meetings, it is more likely to be accommodated through the schedules of the subcommittee leadership, who typically attend the EC meetings.  Rae McQuade will arrange the training to be held.  
· Action:  As noted above, on a case by case basis, the Managing Committee will determine whether facilitation is needed to make the standards development effort more efficient. 
· Action:  Where questions on policy or technical matters are delaying actions in subcommittees, the NAESB office will work with subcommittee leadership and FERC staff to schedule a conference call for the leadership and staff to discuss such issues.  

	Next Steps:
	· Draft redline bylaws and standard operating practices to reflect a restriction on segment blocking for segments of the EC that are under-represented and forward to this ad hoc Board committee for consideration.
· Place an item for review of Board committee actions on the upcoming Board agenda.

· Have discussion at the Board and at the EC to solicit feedback before presenting the Board with any recommendations for approval.
· Modify the annual plans to indicate those development efforts that are initiated through regulatory action.

· Determine from INGAA and AGA if elections will continue to be held as administered by them with records maintained, or if such efforts will be transferred to NAESB.  The election process for all other segments of each quadrant is currently administered by NAESB. 

	Adjourn:
	The meeting adjourned at 3:40 pm C.

	Materials referenced in the meeting or in this notes:
	Agenda:  http://www.naesb.org/pdf3/bd_segment_blocks_031108a.doc 
NAESB Certificate:  http://www.naesb.org/pdf/naesbcert050503.pdf
NAESB Bylaws:  http://www.naesb.org/pdf/naesbbylaws.pdf
NAESB Standard Operating Procedures: http://www.naesb.org/pdf/operating_procedures.pdf
NAESB Letter to the KCC:  http://www.naesb.org/pdf3/wgq_bps_698_022608w8.pdf
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