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:

Wholesale Gas Quadrant (WGQ) Business Practices Subcommittee (BPS) 



Participants and Interested Industry Parties

FROM: 
Jonathan Booe NAESB Meeting Administration Counsel
RE:
WGQ Business Practices Subcommittee Final Minutes – February 8, 2008
DATE:

March 3, 2008
NORTH AMERICAN ENERGY STANDARDS BOARD

WHOLESALE GAS QUADRANT

BUSINESS PRACTICES SUBCOMMITTEE CONFERENCE CALL

February 8, 2008 - 1:00 p.m. to 4:00 p.m. Central

FINAL MINUTES

1. 
Administrative

Ms. Van Pelt called the meeting to order and welcomed the attendees.  Mr. Booe reviewed the antitrust guidelines.  All of the participants in attendance and on the phone introduced themselves.  Ms. Van Pelt reviewed the agenda.  Mr. Griffith made a motion to adopt the agenda and Ms. Scott seconded the motion.  The motion passed without objection.  
2.
Annual Plan Item 7a (Index-Based Capacity Release)
Mr. Novak initiated the discussion by stating that he is ready to make a motion on the entire package of standards developed thus far and send the recommendation to the WGQ Executive Committee.  Ms. Van Pelt suggested that the group go through each proposed and modified standard and discuss the changes proposed in the work papers for the meeting before voting on the standards.  The group agreed with Ms. Van Pelt’s suggestion.  
The participants reviewed the complete redline of the Modified and Proposed Standards and Definitions as revised on January 10, 2008 and considered the proposed modifications submitted by Mewbourne Oil Company, National Grid, and the Pipeline Segment.  
Modified WGQ Standard 5.3.26

Mr. Novak stated that he supports the pipelines' recommendation, replacing “tariff” with “reservation”, but would like to replace the “if one is so stated” language with “if applicable”.  He explained that the standard, as modified, would remain applicable even if the FERC determines to lift the rate cap.  Ms. Chezar supported the modification based upon the explanation given by Mr. Novak.  Mr. Love noted that NAESB will have to readdress the standard even as modified, if the rate cap is lifted.  Ms. Van Pelt recommended that the group not consider the undetermined rate cap issue in consideration of the proposed and modified standards.  Mr. Novak moved and Mr. Love seconded a motion to adopt Modified WGQ Standard 5.3.26 as written below:

The releasing shipper should specify which one of the following methods is acceptable for bidding on a given capacity release offer: 

· dollars and cents,

· percentage of maximum tariff rate, or

· index-based formula as detailed in the capacity release offer.

The bids for the given capacity release offer should adhere to the method specified by the releasing shipper.  The bidder may bid the maximum reservation rate in the Transportation Service Provider’s tariff or general terms and conditions, if applicable, as an alternative to the method specified by the releasing shipper.
The motion passed without opposition. 
Modified Standard 5.3.1  
Ms. Van Pelt reviewed the proposed modifications to existing WGQ Standard 5.3.1.  Mr. Novak moved and Mr. Petersen seconded a motion to adopt Modified Standard 5.3.1 as reflected below:

The Ccapacity Rrelease timeline is applicableapplies to all parties involved in the Ccapacity Rrelease process; however, it is only applicable if provided that:
1)
-all information provided by the parties to the transaction is valid and the acquiring shipper has been determined to be credit-worthy before the capacity release bid is tendered, and

2)
-for index-based capacity release transactions, the releasing shipper has provided the capacity release service provider with sufficient instructions to evaluate the corresponding bid(s) according to the timeline, and

3)
there are no special terms or conditions of the release.  

Further, the capacity release service provider may complete the capacity release process on a different timeline if the offer includes unexpected requirements (e.g. designation of an index not supported by the Transportation Service Provider).

The motion passed without opposition.
Modified WGQ Standard 5.3.3
Ms. Van Pelt reviewed the proposed modifications to existing WGQ Standard 5.3.3.  Mr. Novak moved and Mr. Peterson seconded a motion to adopt Modified WGQ Standard 5.3.3 as written below:

For the capacity release business process timing model, only the following methodologies are required to be supported by capacity release service providers and provided to releasing shippers as choices from which they may select and, once chosen, should be used in determining the awards from the bid(s) submitted.  They are:  1) highest rate, 2) net revenue and 3) present value.  For index-based capacity release transactions, the releasing shipper should provide the necessary information and instructions to support the chosen methodology.

Other choices of bid evaluation methodology (including other releasing shipper defined evaluation methodologies) can be accorded similar timeline evaluation treatment at the discretion of the capacity release service provider.  However, the capacity release service provider is not required to offer other choices or similar timeline treatment for other choices, nor, is the capacity release service provider held to the timeline should the releasing shipper elect another method of evaluation
The motion passed without opposition.

Modified WGQ Standard 2.3.21

Mr. Novak noted that Modified WGQ Standard 2.3.21 is related to Proposed Standards 5.3.x7 and 5.3.x11, which may be determined unnecessary after further discussion. The participants agreed to address the standards as package at a later time.  

Proposed Standard 5.2.x1

Mr. Novak suggested continuing to a less controversial standard before addressing Proposed Standard 5.2.x1.  Ms. Van Pelt recommended that the group attempt to resolve the threshold issues surrounding 5.2.x1 before continuing to standards with related issues.  Mr. Griffith presented the pipelines’ position in regard to the proposed standard.  He stated that “Default Rate” is an additional concept in an already complicated capacity release standards process that could cause confusion in its interplay with the concept of “Rate Floor”.  Mr. Novak responded that the confusion is in distinguishing the two concepts and explained that the “Default Rate” is a constant that is to be carried through the billing process and only used when the formula cannot be calculated.  Mr. Griffith stated that concept is an additional unnecessary step in the process.  Ms. Chezar stated that she does not see where the confusion lies.  Mr. Petersen echoed her statement and stated that he supports the concept.  Mr. Shepard noted that releasing shippers may choose not to set a Rate Floor in order to encourage bidding, whereas setting a Rate Floor may discourage involvement.  Mr. Love stated that the Default Rate has no roll in the award process; it is simply the information that will be used if the release price cannot be calculated for invoicing purposes.  Mr. Novak confirmed Mr. Love’s statement and explained that if a Default Rate is not set the Default Rate defaults to the Rate Floor, , and if a Floor Rate is not set the Rate Floor defaults to the minimum rate set in the tariff.  The subcommittee made a few modifications to the proposed standard before Ms. Van Pelt reviewed Proposed Standard 5.2.x1.  Mr. Novak moved and Mr. Smith seconded a motion to adopt Proposed Standard 5.2.x1 as written below:

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 Rate Floor may not be less than the Transportation Service Provider’s (TSP) minimum reservation rate.  If a Rate Floor is not otherwise specified, the TSP’s minimum reservation rate should serve as the default value for the Rate Floor.

The motion passed without opposition.
Proposed Standard 5.2.x2
Ms. Van Pelt asked the participants if the standard was needed given the adoption of Proposed Standard 5.2.x1.  Mr. Shepard stated that proposed Standard 5.2.x2 is helpful and should not be changed.  Mr. Love suggested adding “non-biddable”.  Mr. Novak suggested adding the following language to the end of the standard, “If a default rate is not specified in the capacity release offer, the default value should be the Rate Floor”.  Ms. Scott asked if Mr. Novak’s addition is not adding billing instructions into the standard.  The participants reworded the standard so that it paralleled the previously adopted standards.  Ms. Van Pelt reviewed the standard as modified. Mr. Novak moved and Mr. Smith seconded a motion to adopt Proposed Standard 5.2.x2 as written below:

For index-based capacity release transactions, Default Rate is the term used to describe the non-biddable rate specified in the capacity release offer to be used for invoicing purposes when the result of the index-based formula is unavailable or cannot be computed.  If a Default Rate is not otherwise specified, the Rate Floor should serve as the Default Rate.

The motion passed without opposition.

Proposed Standard 5.3.x1
Ms. Van Pelt reviewed the pipelines suggested modifications to Proposed Standard 5.3.x1.  There was no opposition to the pipelines proposed modifications.  Mr. Novak moved and Mr. Smith seconded a motion to adopt Proposed Standard 5.3.x1 as written below:

A Transportation Service Provider should support the upload of index-based capacity release offer and bid transactions exclusively via the use of NAESB WGQ EBB/EDM.  

The motion passed without opposition.

Proposed Standard 5.3.x2
The participants reviewed Proposed Standard 5.3.x2.  Mr. Shepard opened discussion by stating that he would like to delete the “dollars and cents differential from the rate floor” bullet from the standard because it does not add value and will cause confusion.  Mr. Love opposed removing the bullet because he believes this type of release should not go into the special terms and conditions.  Mr. Shepard stated that the bullet is already captured by the “dollar and cents from the differential bullet”.  Mr. Spangler suggested modifying the bullet to “the formula plus a dollar and cents differential from the Rate Floor”.  The participants continued to discuss and modify Mr. Spangler’s proposed language.  Mr. Griffith and Ms. Draemer reminded the participants that opposed leaving the bullet in that the standard only applies to the bid evaluation.  Mr. Love moved and Mr. Novak seconded a motion to adopt Proposed Standard 5.3.x2 as written below:

For index-based capacity release transactions, the releasing shipper should specify which one of the following methods is acceptable for bidding on a given index-based capacity release offer:

· a percentage of the formula,

· a dollars and cents differential from the formula,

· a dollars and cents differential from the Rate Floor, or

· an approved methodology in the Transportation Service Provider’s tariff, if any.

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
Mr. Shepard noted that he was in opposition to the standard as written.  Ms. Van Pelt suggested the group take a balanced vote since opposition was expressed.  The motion passed a balanced vote.  The details of the vote can be found in the attendance and voting record section of this document (Vote 1). 
Proposed Standard 5.3.x3

Mr. Griffith reviewed the pipelines’ proposed modifications to Proposed Standard 5.3.x3.  Mr. Shepard suggested changing the last word in the standard from “award” to “offer”.  The participants discussed the repercussions of allowing bidding on the Rate Floor but could not come to consensus on the standard.  The following changes were made to the standard, but a vote was not taken:
Unless otherwise specified in the Transportation Service Provider’s (TSP) tariff, for index-based capacity release transactions where the result of the award is to be applied on a monthly basis, and the formula detailed in the capacity release award requires calculations on a daily basis, the results of such daily calculations may exceed the applicable maximum daily reservation rate or be less than the applicable minimum daily reservation rate.   However, any resulting monthly reservation rate may not exceed the TSP’s maximum monthly reservation rate, as applicable, or be less than the Rate Floor specified in the capacity release award.
Proposed Standard 5.3.x8
The participants reviewed the pipelines’ proposed modifications to proposed Standard 5.3.x8.  Mr. Love suggested some modifications to the pipelines’ proposed language and explained that the concept behind his modification is to make clear that the Default Rate will only be used as the result of the calculation, and not a rate that is bid against.  The participants continued to modify the language to address Mr. Love’s concept.  Ms. Van Pelt read the modified standard below: 
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 capacity release award (if the formula cannot be calculated, the Default Rate specified in the capacity release offer), or

· the Rate Floor plus any differential as specified in the capacity release award.  

In no event should the rate used in the invoice be greater than the Transportation Service Provider’s maximum reservation rate, as applicable.
The participants decided not to take any action on the standard at this time.

3.
Next Steps 
The subcommittee decided to schedule another meeting for February 21, 2008 from 12:00 p.m. to 4:00 p.m. Central to discuss and vote on the remaining standards.  Comments are to be posted by close of business on February 18, 2008.      
4.
Adjourn

Ms. Davis moved to adjourn and Mr. Smith seconded the motion.  The meeting was adjourned at 12:15 p.m. Central.
Attendance and Voting Record

	Name
	Organization
	Vote 1 


	End Users:
	
	

	Dona Gussow
	Florida Power and Light
	Support

	Lori Pennock
	Salt River Project
	Support

	
	
	

	LDCs:
	
	

	Dolores Chezar
	KeySpan Gas Distribution
	Support

	Mike Novak
	National Fuel Gas Distribution
	Support

	Marjorie Perlman
	Energy East 
	Support

	Don Peterson
	Pacific Gas & Electric
	Support

	Phil Precht
	Baltimore Gas and Electric
	Support

	George Simmons
	NiSource
	Support

	
	
	

	Pipelines:
	
	

	Debbie Bradbury
	Trunkline Gas
	Support

	Kathryn Burch
	Spectra Energy Transmission
	Support

	Dale Davis
	Williams Gas Pipeline
	Support

	Rae Davis
	CGT
	Support

	Mary Draemer
	Transwestern Pipeline
	Support

	Bill Griffith
	El Paso Natural Gas
	Support

	Brenda Horton
	Kern River Gas Transmission
	Support

	Iris King
	Dominion Transmission Inc.
	

	Paul Love
	Natural Gas Pipeline
	Support

	Becky Miller
	Dominion Transmission
	Support

	Richard Moreno
	Sea Robin Pipeline
	Support

	Donna Scott
	Florida Gas Transmission
	Support

	David Reitz
	National Fuel Gas Supply
	Support

	Kim Van Pelt
	Panhandle Eastern 
	Support

	
	
	

	Producers:
	
	

	Mike Shepard
	Mewbourne Oil
	Oppose

	Richard Smith
	Exxon Mobil
	Oppose

	
	
	

	Services:
	
	

	Jim Buccigross
	8760 Inc.
	Support

	Keith Sappenfield
	EnCana
	Support

	Lisa Simpkins
	Constellation
	Support

	Leigh Spangler
	Latitude Technologies
	Support

	
	
	

	Other Participants: 
	
	

	Mariam Arnaout
	AGA
	

	Jonathan Booe
	NAESB
	

	Kelly Brooks
	WBI
	

	Christopher Burden 
	Williams Gas Pipeline
	

	Cory Galik
	NAESB
	

	Joe Kardas
	National Fuel Gas Supply
	

	Scott Kesling
	SCANA
	

	Denise Rager
	NAESB
	

	Doug Rudd
	New Jersey Natural Gas
	


� Vote 1 on Proposed Standard 5.3.x2
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