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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

February 29, 2008
TO:
NAESB Wholesale Gas and Electric Quadrants and all Interested Industry Participants 

FROM:

Jonathan Booe, NAESB Project/Meeting Manager
RE:
Final Minutes from the WGQ Business Practice Subcommittee – Order 698 Meeting – January 10, 2008
NORTH AMERICAN ENERGY STANDARDS BOARD

WGQ Business Practice Subcommittee Order 698
Hosted by NAESB – Houston, Texas
January 10, 2008 – 9:00 AM to 3:00 PM Central
Final Minutes

1. Administrative 

Ms. Van Pelt welcomed the attendees and introduced the chairs.  Mr. Booe reviewed the antitrust guidelines.  All of the participants in attendance and on the phone introduced themselves.  Ms. Van Pelt reviewed the agenda.  Ms. D. Davis suggested that the adoption of the December 4, 2008 meeting minutes be postponed until the next meeting.  Ms. D. Davis moved to adopt the agenda as revised.  Mr. Love seconded the motion and the motion passed without opposition.  
2. Annual Plan Item 7a (Index Based Pricing in Capacity Release)
Mr. Love initiated discussion by noting that the Commission did not provide any clarification in Order 698-A as to how to address billing if an index price is not available.  Mr. Novak stated that there is a broader issue with the standards concerning licensing, and that the issue should be dealt with by the NAESB Board of Directors.  Mr. Kardas asked if the subcommittee should table discussions until the Board of Directors or other NAESB group addresses the issue.  Mr. Griffith stated that the group has been sensitive to the copyright infringement issues, and has taken the approach that if a party is going to use an index they should pay for the license.  Mr. Novak suggested that the participants curb the discussion until they review the standard addressing the issue.

Discussion on NAESB WGQ Standard 5.3.1 and proposed standard 5.3.x2a:
The participants reviewed Mr. Shepard’s Proposed Revisions to the Modified and Proposed Standards created in response to Annual Plan Item 7a (Index Based Pricing in Capacity Release).  Mr. Novak stated that Mr. Shepard’s suggested modifications to Standard 5.3.1 and Proposed Standard 5.3.x2a are grammatical and should be accepted.  The participants agreed.  
Discussion on proposed NAESB WGQ Standard 5.3.x2:

Ms. Van Pelt noted that the group previously discussed modifying the second bullet of proposed Standard 5.3.x2 which provided for methods for bidding and the second bullet in particular provides for bidding on a percentage of a formula component and which component.  Mr. Love and Mr. Griffith explained that the result would be the same regardless of whether a percentage of the whole formula or a percentage of a component of the formula is used in the calculation.  Mr. Wilke stated that the group decided to take this out of the standard and include it in the special terms and conditions.  Mr. Kardas stated that the standard does not explain that releases in the standard are those that can be processed under the current one hour timeline and that all other releases will have to be accommodated in the special terms and conditions and therefore outside of the one hour timeline.  Mr. Novak responded that it is the common understanding that the group is creating the minimum standard.
Mr. Griffith asked Mr. Novak to explain the difference between the Default Rate and the Rate Floor and how they work with the minimum acceptable rate.  Mr. Novak responded that the Rate Floor is specified by the releasing shipper and is the lowest amount they will accept for a given day.  In the absence of a Rate Floor, the pipeline’s minimum tariff rate would apply.  Ms. D. Davis asked if Mr. Novak considered both the Rate Floor and the Default Rate as required information.  Mr. Novak responded that the question is an IR / Technical issue.  Mr. Love explained that there is a data element in the Offer Upload called the minimal acceptable rate, which is the lowest rate a releasing shipper sets and which a bid cannot be submitted below.  Mr. Griffith stated that he is still confused as to the difference between the rate floor and the minimum rate.  Ms. D. Davis stated that the confusion is that the minimum acceptable rate may be made public or remain undisclosed at the discretion of the releasing shipper whereas the rate floor must always be disclosed.  Mr. Novak suggested that the group remove the second line which stated:

· a percentage of a formula component and which component. 
There was no objection to this modification.  
Mr. Love stated that his current tariff language supports a dollar and cents differential and a percent of a formula, but does not understand how net present value could work with an index-based release.  Ms. D. Davis suggested that the group add a bullet for “a dollar and cents differential from the formula” along with the “dollar and cents differential from the Rate Floor”.  Mr. Love and Mr. Shepard supported Ms. D. Davis’ recommendation.  Mr. Shepard asked how an index comes to play if you are bidding a dollar and cents differential from the Rate Floor.  Ms. D. Davis explained that a bid could be one index minus another with a caveat that it be a certain amount from the rate floor.  Mr. Shepard stated that once we allow bidding from the Rate Floor, the release becomes a regular capacity release rather than a index-based capacity release.  Ms. D. Davis stated that she understood the rate floor to be a non-biddable “safety net”.  Mr. Love stated that the Rate Floor comes into play for bid evaluation while the indices values are used for billing (i.e. you are bidding the Rate Floor plus the differential).  Mr. Spangler stated that he believes people are confusing the bidding and the billing aspects.  Mr. Novak suggested that the group revisit the issue after addressing the billing standards.  
Ms. D. Davis reminded the group that nothing is being precluded by the standard and that it speaks only to what can be completed within the one hour timeline.  Mr. Shepard noted that Ms. D. Davis’ comment is not explicitly in the standard and suggested that it be included.  The participants crafted the following paragraph to be added at the end of proposed standard 5.3.x2 to make the concept clear:
The releasing shipper may specify another method in the special terms and conditions, but the capacity release offer may not be processed within the capacity release timeline pursuant to NAESB WGQ Standard No. 5.3.2. 

Discussion on proposed NAESB WGQ Standards 5.2.x1 and 5.3.x8:

The participants reviewed Mr. Shepard’s proposed modifications to proposed standard 5.2.x1:

For index-based capacity release transactions, Rate Floor is the term used to describe the lowest rate specified in the capacity release offer in dollars and cents that is acceptable to a releasing shipper. as a A Rate Floor supersedes and replaces any lower calculated result of an index-based capacity release formula.  

Mr. Novak stated that he supports Mr. Shepard’s proposed changes and would like to add an additional sentence:
A Transportation Service Provider’s minimum tariff rate should serve as the default value for a Rate Floor.

Mr. Love noted that a complementary invoicing standard would need to be drafted to accompany proposed standard 5.2.x1.  Mr. Love also stated that as a person on the Interpretations Subcommittee he would like to remove the last sentence of Mr. Shepard’s proposed changes to proposed standard 5.2.x1.  The participants agreed with Mr. Love’s proposal.  Mr. Novak recommended that the group draft the invoicing standard suggested by Mr. Love while everyone agrees on the concept.  
The group created proposed invoicing standard 5.3.x8:
For index-based capacity release transactions, the rate to be used in the invoice should be the greater of:

· the results of the calculation of the formula from the award, or

· the Rate Floor as specified in the award.

The group returned to proposed standard 5.2.x1 and after further discussion came to consensus on the following:
For index-based capacity release transactions, Rate Floor is the term used to describe the lowest rate specified in the capacity release offer in dollars and cents that is acceptable to the releasing shipper. The Transportation Service Provider’s minimum tariff rate should serve as the default value for a Rate Floor.

Discussion on proposed NAESB WGQ Standard 5.3.x3:
The participants reviewed Mr. Shepard’s proposed modifications to proposed standard 5.3.x3.  Mr. Novak noted that the proposed standard represents one interpretation of Order 698 and that the issue should be resolved once the ANR Order is issued.  Mr. Griffith suggested that the group not go any further with the standard until the issue is resolved.  He also noted that if the group added the language “unless otherwise specified in the TSP’s tariff”, that the standard would be covered regardless of the outcome.  Ms. Van Pelt and others stated that they did not understand the proposed standard.  Mr. Novak suggested that the group move on to the other standards and return to proposed standard 5.3.x3 after the participants have had a chance to review the standard offline.  The standard was left as follows:

For monthly reservation index-based capacity release transactions or volumetric index-based capacity release transactions, where the result of the award is to be applied on a monthly basis, if the formula detailed in the capacity release award requires calculations on a daily basis, then unless otherwise specified in the TSP’s tariff, while the results of such daily calculations may exceed the applicable daily maximum rate or be less than the applicable minimum rate as calculated pursuant to NAESB WGQ Standard No. 5.3.22,  nevertheless any resulting monthly reservation rate may not exceed the applicable maximum monthly reservation rate or be less than the applicable minimum monthly reservation rate.

Discussion on proposed NAESB WGQ Standard 5.3.x4:
The participants reviewed proposed standard 5.3.x4 and made the following modification for billing purposes:
For volumetric index-based capacity release transactions where the result of the formula detailed in the capacity release offeraward is to be applied on a daily basis and it exceeds the applicable daily maximum rate or is less than the applicable minimum rate as calculated pursuant to NAESB WGQ Standard No. 5.3.22, the capacity release credit and corresponding charge calculated for that day may not exceed the result of a calculation using the applicable maximum daily reservation rate or be less than the result of a calculation using the applicable minimum daily reservation rate, respectively.

Discussion on proposed NAESB WGQ Standard 5.3.x5:
The group reviewed the following proposed modifications to proposed standard 5.3.x5:
For index-based capacity release transactions where it is plainly apparent to the TSP that the bid(s) based upon the formula detailed in the capacity release offer exceedswill exceed the applicable maximum rate or is be below the applicable minimum rate, such bid(s) should be considered to be at the applicable maximum rate or the applicable minimum rate, as appropriate. 

Ms. Van Pelt noted that the “plainly apparent” language is extremely subjective.  Mr. Shepard responded that the language was intended to be subjective so that the Transportation Service Provider could not be second guessed.  Mr. Novak stated that he agreed with the suggested modifications because they further the purpose of preventing bidding wars on meaningless quantities.  Mr. Kardas stated that what is “plainly apparent” to the Transportation Service Provider may not be to the bidder.  Ms. Scott and Mr. Love stated that they do not believe that the standard is necessary.  Mr. Novak stated that he would not be opposed to deleting the proposed standard.  After further discussion the participants decided to delete proposed standard 5.3.x5.
Discussion on proposed NAESB WGQ Standard 5.3.x6:
Mr. Love stated that he is hesitant to move forward with the proposed standard until the licensing issues are resolved.  Mr. Griffith stated that he supports the proposed standard, and that pipelines would have to assume that the individual requesting an index is licensed to use it.  Mr. Novak noted that the pipelines would not want to put themselves into a license policing roll.  Mr. Griffith stated that some temporal issues will have to be resolved for situations where year long releases are supported by an index on a shorter subscription.  Mr. Novak responded that the pipeline could simply reject the release if the subscription is not long enough to support it.  The participants made a few modifications to the standards language and decided to continue discussions on the standard at a future meeting. A redline version of the proposed language for standard 5.3.x6 follows:
A Transportation Service Provider (TSP) should support at least two index references for index-based capacity release transactions, posting the identity of such references on its Informational Postings Web site.  In consultation with releasing shippers, such references should be reviewed annually by the TSP and updated (index references added or removed), if necessary.  Releasing shippers wishing to use index rates not supported by the TSP will be responsible for providing the TSP with a subscription(s) to the non-supported index reference such that the TSP is adequately licensed to fulfill its business responsibilities associated with the index-based capacity release transaction.  Such non-supported index reference will then be supported by the TSP for index-based capacity release transactions for other releasing shippers for the purpose of making offers for the become available to all parties for the duration of the subscription and will be considered for ongoing TSP support in the next annual review.

As an alternative to providing the TSP with a subscription(s) to non-supported index references, the releasing shipper may make other arrangements with the TSP pursuant to NAESB WGQ Standard No. 5.3.x7.

Discussion on proposed NAESB WGQ Standard 5.3.x7:
  Mr. Novak stated that option one will no longer work pursuant to Order 698-A.  The participants focused on option two of proposed standard 5.3.x7 and reviewed Mr. Shepard’s proposed modifications.  The participants accepted Mr. Shepard’s proposed additions and made the following modifications:
For index-based capacity release transactions, upon mutual agreement of the releasing shipper and Transportation Service Provider (TSP), the releasing shipper should provide the TSP) with the detailed calculation of the amount to be billed to the replacement shipper. A report of this calculation should be provided in a mutually agreed upon format no later than the first business day of the month following the transportation under the release. The results of the releasing shipper’s calculations should conform towith the capacity release award and/or the TSP’s minimum and maximum rates, as applicable.  

If the report is not provided timely or is deficient, then the TSP will notify the releasing shipper to provide a correct report within two days.  Thereafter, in the absence of a conforming report, the TSP will invoice the replacement shipper using the higher of athe Default Rate specified in the capacity release offer or the TSP’s applicable minimum reservation rate.   Invoiced amounts can be revised subsequently, upward or downward, to conform withto the capacity release award, subject to the standards governing prior period adjustments within NAESB’s Invoicing Related Standards, upon notification to the TSP by the releasing or replacement shipper that such adjustments are appropriate.  No adjustments will be processed without mutual agreement between the releasing and replacement shippers.

Except as provided above, the TSP should invoice the replacement shipper the reservation rate amounts indicated on this report and, upon a request, should provide this report to the replacement shipper.

Discussion on proposed NAESB WGQ Standard 5.3.x11
Mr. Novak suggested that the group review proposed standard 5.3.x11 that he created during a meeting break. 

For index-based capacity release transactions, where the releasing shipper performs billing calculations pursuant to NAESB WGQ Standard No. 5.3.x7, for volumetric index-based capacity releases, the Transportation Service Provider (TSP) should provide final allocations to the releasing shipper no later than three Business Days prior to the TSP’s invoicing date.  
The releasing shipper should also provide the results of the billing calculation to the TSP no later than one Business Day prior to the TSP’s invoicing date.

Mr. Novak asked the participants if he correctly addressed the invoicing issues.  Ms. Draemer stated that she has concerns because she invoices on the first business day of every month and that she would have to run the standard by her legal department.  Other participants expressed similar concerns.  

Discussion on proposed NAESB WGQ Standard 5.3.x9
The participants reviewed Mr. Shepard’s proposed modifications to proposed standard 5.3.x9.  The group decided to accept the first sentence of Mr. Shepard’s proposed additions, but determined that the second sentence was unnecessary.  The modified standards language is as follows:
For index-based capacity release transactions, a Transportation Service Provider should support the ability of a releasing shipper to specify in the capacity release offer a non-biddable Default Rate.  A Default Rate cannot be less than a Rate Floor, if any.  Amounts invoiced at a non-biddable Default Rate can be revised subsequently, upward or downward, to conform with the capacity release award, subject to the standards governing prior period adjustments within NAESB’s Invoicing Related Standards. 
3. Next Steps for Annual Plan Item 7a (Index-Based Pricing in Capacity Release) 
The participants decided to schedule a single topic conference call on February 8, 2008 from 9 am to 12pm Central to review the proposed standards and vote.  
4. Adjournment
The meeting was adjourned by consensus at 3:00 p.m. Central.
5. Attendance
	Name:
	Organization:
	January 10th 

	Pat Barry
	Northern Natural Gas
	Phone

	Jonathan Booe
	NAESB
	In Person

	Kelly Brooks
	WBI
	Phone

	John Buchanan
	Transwestern Pipeline
	In Person

	Kathryn Burch
	Spectra Energy Transmission
	In Person

	Christopher Burden
	Williams Gas Pipeline
	In Person

	Tina Burnett
	Boeing
	In Person

	Valerie Crockett
	TVA
	In Person

	Dale Davis
	Williams Gas Pipeline
	In Person

	Rae Davis
	CGT
	Phone

	Rhonda Denton
	BP Energy 
	In Person

	Michael DiCarlo
	Williams Gas Pipeline
	In Person

	Mary Draemer
	Transwestern Pipeline
	In Person

	Mark Gracey
	Tennessee Gas Pipeline
	In Person

	Bill Griffith
	El Paso Natural Gas
	In Person

	Donna Gussow
	FPL
	Phone

	Brenda Horton
	Kern River Gas Transmission
	Phone

	Ben Johnson
	Gas Transmission Northwest
	In Person

	Paul Jones
	Salt River Project
	In Person

	Joe Kardas
	National Fuel Gas Supply
	In Person

	Paul Love
	NGPL
	In Person

	Marcy McCain
	Spectra Energy Transmission
	Phone

	Diane McVicker
	Salt River Project
	In Person

	Becky Miller
	Dominion Transmission Inc.
	In Person

	Richard Moreno
	Sea Robin Pipeline
	In Person

	Mike Novak
	National Fuel Gas Distribution
	In Person

	Marjorie Perlman
	Energy East
	Phone

	Lori Pennock
	Salt River Project
	In Person

	Denise Rager
	NAESB
	In Person

	Donna Scott
	Florida Gas Transmission
	In Person

	Mike Shepard
	Mewbourne Oil Company
	Phone

	Lisa Simpkins
	Constellation Energy
	In Person

	Richard Smith
	Exxon Mobil
	In Person

	Leigh Spangler
	Latitude Technologies
	Phone

	Darren Taylor
	Calpine
	In Person

	Kim Van Pelt
	Panhandle Eastern Pipe Line
	In Person
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