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BUSINESS PRACTICES SUBCOMMITTEE CONFERENCE CALL

Thursday, November 3, 2005; 11:30 a.m. – 1:30 p.m. Central

FINAL MINUTES

1. 
Administrative

Ms. Van Pelt called the meeting to order, gave the antitrust advice, and took the roll of participants.  The draft agenda was reviewed and adopted as modified to remove R04029 from consideration from the agenda.  The draft minutes of 10/13/2005 were adopted as posted.

2.
Review of the following Business Practices Requests:

Request R03036 submitted by KeySpan Energy
Request

Delete existing WGQ Standard 5.3.zD. Develop new standard regarding the prequalification of potential replacement shippers for capacity release offers that reflects FERC policy detailed in Dominion Cove Point LNG order in RP03-545 dated November 18, 2003.

Workpaper (posted by Ms. Chezar)

WGQ Standard 5.3.zD

The Transportation Service Provider (TSP) should not consider a Service Requester’s (SR) bid on a capacity release offer until and unless the SR meets the TSP’s creditworthiness requirements applicable to all services that it receives from the TSP (including the service represented by the capacity release) unless this requirement is waived by the releasing shipper. If this requirement is not waived by the releasing shipper then the replacement shipper should satisfy the TSP’s creditworthiness provisions, including the posting of collateral, prior to the close of the bidding period in order to have its bid considered in the awarding of the capacity release offer.

In the event that the releasing shipper waives the above requirement to satisfy the TSP’s creditworthiness provisions prior to the awarding of the capacity release offer, the releasing shipper must indicate whether: (1) the replacement shipper is required to satisfy the TSP’s creditworthiness provision, including the posting of collateral, prior to the commencement of service to the replacement shipper; or (2) that the releasing shipper chooses to assume liability for the commodity charges with respect to the volumes released prior to the commencement of service to the replacement shipper.

Discussion

Ms. Chezar explained that during the NAESB WGQ creditworthiness discussions, proposed standard 5.3.zC, which proscribed that that a service requester should be pre-qualified before bidding on posted capacity, was voted down.  She explained that it is her belief that the Dominion Cove Point order specifies that bidders should be pre-approved before being allowed to bid on capacity.  She also explained that she believes that releasing shippers are placed at a disadvantage because they can't get pre-qualification of a potential replacement shipper in advance of the bid, therefore, losing time if the replacement shipper is found to be non-creditworthy after the close of the bid.  Ms. Chezar discussed that since FERC has not addressed the concerns that were raised during the NAESB discussions and voting of 5.3.zC, she intended to pursue the concerns through this request.  Accordingly, the proposed standard in the posted work paper takes wording from the Dominion Cove Point order referenced in the request and it is intended to take the place of existing WGQ Standard 5.3.59 (5.3.zD during the creditworthiness discussions).

Further, Ms. Chezar explained that the service requester shouldn't be allowed the opportunity to bid if he is not creditworthy because the releasing shipper is losing the opportunity to release capacity once the bid period is closed for that cycle and it has been determined that the service requester is not creditworthy.  She stated that, in the Cove Point order, the Commission allowed the releasing shipper to waive the pre-qualification process.  She explained that she is not looking for a pre-approved bidder's list unless that is how the pipeline wants to implement the procedure.  She does, however, want the pipeline’s system to show where the bidder stands in relation to his other credit obligations.
Mr. Love explained that the Commission said that creditworthiness issues could be addressed in individual pipeline proceedings and he did not want to hold the order issued specifically for Cove Point as a standard for the industry, but would rather try to resolve the specific problem that exists.  Ms. Chezar inquired as to why we can't make the process of finding a bidder creditworthy before a bid considered as a standard for all pipelines, especially since some pipelines already have procedures in place to do this.  Mr. Love questioned the need to do anything additional to existing WGQ Standard 5.3.59 (previously 5.3.zD).  WGQ Standard 5.3.59 states

The Transportation Service Provider (TSP) should not award capacity release offers to the Service Requester (SR) until and unless the SR meets the TSP’s creditworthiness requirements applicable to all services that it receives from the TSP, including the service represented by the capacity release.

Ms. Chezar stated that it is her opinion that Standard 5.3.59 doesn't go far enough to protect her from bidders who are not creditworthy.  She stated that she doesn't want a non-creditworthy shipper to even bid on her capacity.

After continued discussion, Mr. Love explained that paragraph two is problematic.  Mr. Novak suggested that paragraph one could stand on its own as a standard.  Also, paragraph two could stand-alone and the waiver in paragraph two could take place prior to the bid and not as part of the offer.  It was discussed that the releasing shipper is already on the hook for the reservation charges, but the releasing shipper could waive the pre-qualification process and assume the responsibility for all of the commodity-based charges.

Paragraph one was then evaluated individually.  Mr. Young stated that he had issue with the portion of sentence one that states "applicable to all services that it receives from the TSP (including the service represented by the capacity release)".  It was explained that this phrase was based on previous language in the existing WGQ Standard 5.3.5.  It was discussed that the TSP should evaluate the potential bidder's entire portfolio of contracts to determine if the bidder has enough "credit" to cover the bid.  This wording mirrors the wording in 5.3.59.  Ms. Chezar explained her desire that the first paragraph from her work paper should replace existing WGQ Standard 5.3.59.  

Mr. Young noted that sentence two seems to be contradictory to sentence one.  It was explained that sentence two seems to allow the shipper to bid without being creditworthy.  It was explained that in this instance, the shipper would have to prove to be creditworthy before the bid period closes.  Mr. Novak explained that this could happen one of three ways - at the time of the bid, via a pre-approved bidder's list, or prior to the bid period closing.   Mr. Young expressed concern because his tariff states that the releasing shipper must be creditworthy before bidding so stating that it can occur prior to bid period closing is contrary to his tariff.  It was discussed that a fourth option could be considered that the procedure would be pursuant to TSP's tariff and that we may want to structure a new sentence that allows for the possibility of each of the four options.  It was also discussed that we could break the lead-in to the last sentence in paragraph one as follows: “If this requirement is not waived by the releasing shipper, the service requester should satisfy the TSP's creditworthiness provisions, including the posting of collateral." 
Ms. Chezar stated that, before the next meeting, she will evaluate whether having four options in the standard is possible and determine if she can wordsmith something that will meet the goal of her request.  It was suggested that paragraph two should be considered separately.  It was also proposed that this should not be part of the offer, but prior to the posting of the offer.  The question arose of when does the releasing shipper waive the pre-qualification.

There will be continued discussed at the next meeting.
 
3.
Next Meeting(s) and Agenda

The next NAESB WGQ BPS Conference Call to discuss Request No. R03036 was scheduled for Thursday, December 8, 2005 from 10:00 a.m. to noon Central.

4.
Adjourn

The conference call adjourned.  

5.
Attendance

	Name
	Organization

	End Users:
	

	
	

	
	

	LDCs:
	

	Scott Bulter
	Consolidated Edison of NY

	Delores Chezar
	KeySpan

	Mike Novak
	National Fuel Gas Distribution

	
	

	Pipelines:
	

	Christopher Burden
	Williams Gas Pipeline

	Dale Davis
	Williams Gas Pipeline

	Kathryn Burch
	Duke Energy Gas Transmission

	Iris King
	Dominion  

	Paul Love
	NGPL

	Janie Nielsen
	Kern River Gas Transmission

	Chuck Cook
	Shell Gas Transmission

	Micki Schmitz
	Northern Natural Gas

	Kim Van Pelt
	Panhandle Eastern Pipeline

	Randy Young
	Gulf South Pipeline

	
	

	Producers:
	

	Bill Hebenstreit
	El Paso Production

	Richard  Smith
	ExxonMobil Gas & Power Marketing

	
	

	Administrative:
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