[image: image1.png]0

I

0




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

April 18, 2008
TO:
Posting for Interested Industry Parties 
FROM:

Cory Galik, NAESB Project/Meeting Manager

RE:
Final Minutes for the WGQ Business Practice Subcommittee – Order 698 Meeting March 12-13, 2008
NORTH AMERICAN ENERGY STANDARDS BOARD

WGQ Business Practice Subcommittee

Meeting with Web Conferencing
Hosted by El Paso Western Pipelines - Colorado Springs, CO
March 12, 2008 – 9:00 AM to 5:00 PM Mountain

March 13, 2008 – 9:00 AM to 3:00 PM Mountain
FINAL MINUTES
1. Administrative 

Mr. Smith welcomed the attendees and thanked El Paso for hosting the meeting.  Ms. Galik reviewed the antitrust guidelines.  All of the participants in attendance and on the phone introduced themselves.  Mr. Smith reviewed the agenda.  Mr. Novak made a motion to amend the agenda as a compromise between the posted agenda and the agenda that was discussed at the last Order 698 meeting in Newark, NJ.  The new agenda was revised to begin with Item 7a (capacity release price indexing) in the morning and Item 7c (intraday nomination timelines) in the afternoon of March 12, 2008.  The agenda for March 13, 2008 was revised to begin with adoption of the minutes from February 8 and 21, 2008 meetings followed by discussion of Item 7a.  Item 7c would be discussed, if necessary, in the afternoon.  The motion to adopt the revised agenda was made by Mike Novak and seconded by Mr. Oberski.  The motion passed unanimously and the agenda as changed was adopted.

On March 13, 2008 Ms. Davis made a motion to adopt the February 8, 2008 meeting minutes with her redlines and Mr. Smith seconded.  The motion passed unanimously.  Ms. Davis also moved to adopt the February 21. 2008 meeting minutes with her redlines and Mr. Smith seconded.  The motion passed unanimously.

March 12, 2008

2.
Annual Plan Item 7a
Mr. Novak reviewed proposed Standard 5.3.x7.  After minor corrections, Mr. Novak moved to adopt and Mr. Kijowski seconded.  The standard reads:

For index-based capacity release transactions, upon mutual agreement between the releasing shipper and the Transportation Service Provider (TSP), the releasing shipper should provide the TSP and the replacement shipper with the detailed calculation of the reservation rate(s).  Except as provided below, this rate(s) will be stated on the invoice provided by the TSP to the replacement shipper pursuant to the capacity release award.  The results of the releasing shipper’s calculations should conform to the capacity release award and/or to the TSP’s minimum and maximum reservation rates, as applicable.

· For reservation and monthly volumetric index-based capacity release transactions, the detailed calculation should be provided in a mutually agreed upon format no later than the second Business Day of the month following the transportation under the release.

· For volumetric index-based capacity release transactions requiring a daily rate calculation, the detailed calculation should be provided in a report pursuant to NAESB WGQ Standard No. 5.3.x11. 

If the report is not provided by the applicable deadline above or is deficient, the TSP will notify the releasing shipper to provide the TSP with a correct report within one Business Day.  Thereafter, in the absence of a conforming report, the TSP will invoice the replacement shipper the greater of the Default Rate specified in the capacity release offer or the Rate Floor plus any differential specified in the capacity release award.   

Upon notification to the TSP by both the releasing shipper and the replacement shipper that prior period adjustments to the calculated reservation rates used in the invoice are appropriate, invoiced amounts can be revised subsequently, upward or downward, to conform to the capacity release award, subject to the standards governing prior period adjustments within the NAESB WGQ Invoicing Related Standards.
The motion passed unanimously.  
The group then focused on Proposed Standard 5.3.x6, which had work papers submitted by the pipelines and Mr. Novak.  Mr. Novak proposed to follow the concept of FERC Form 552, which addresses the licensing issues.  He also discussed the permissibility under the proposed standards language being developed to pick one publisher’s reference over another as long as it is agreed to by all parties.  Mr. Novak presented a proposal on how to determine which reference(s) to use including an annual review of the indices used by the TSP.  Mr. Young stated that he was concerned with dictating day to day policy.  He did not agree that the industry should require a yearly review unless the firm shippers make a request.  He said that if yearly review is a requirement, he could not support it.  Mr. Novak stated he could modify the language such that a request becomes a trigger for the review.  Ms. Davis asked if Mr. Novak is suggesting that a TSP be required to support five indices plus the indices supported by the TSP.  Mr. Novak said that the only time a TSP would support all five indices is when the TSP uses all five.   He said that if the language was confusing, he would work on the wording.  Ms. Davis also pointed out that language in the third paragraph, “as an alternative to providing the TSP with a subscription…” conflicts with language in the last paragraph.  Mr. Novak explained that the last paragraph was an alternative.  Ms. Davis’ stated that it is important to the pipelines that all parties involved be responsible for their own licensing.  Mr. Novak said the group could work on coming up with a disclaimer to address that concern.  Mr. Love stated that he was concerned because the intent was to expedite prearranged index based releases but supporting an open ended number of indices that could potentially be included in a release could cause delays.   Mr. Novak responded that if you are working on an index that is not on the pipeline’s list, it will be more complicated to process.  Mr. Novak said there were two options, if you don’t pick something on the list you can use proposed Standard 5.3.x7, or, if you are willing you can work towards setting up for other indices because you cannot process the release on a one hour expedited basis unless it is on the list.  
Mr. Young stated that he wants to make sure the pipeline is adequately compensated for the cost of the license.  He continued that there may also be a need for an indemnification to cover the other contractual issues.  He pointed out that the proposed language does not include indemnification language and he is not sure the releasing shippers will want to provide that.  The result of this is that it is putting the TSPs in a catch 22 situation that says they are required to support the indices that others pay for but they have no right to the contract. 

Other minor language changes were made to Mr. Novak’s work paper.  Mr. Novak stated that he would edit his work paper to incorporate today’s discussion so that this standard could be voted on in tomorrow’s meeting.
The meeting recessed for the afternoon at 5:13 PM and re-convened at 9:00 AM on March 13.  Participants were reminded that they were still under the anti-trust guidelines.

On March 13, 2008, the work paper discussed by Mr. Novak was re-visited.  He consolidated the redlines from the March 12,2008 meeting as well as making a change to the first paragraph and minor grammatical changes.  Mr. Young expressed his concern over what people may try to claim to be a publicly available index.  Mr. Novak responded that a TSP always has the right to question whether or not the index is public and they can reject use of it if necessary.  Several other changes were made to correct for consistency.  Some of the paragraphs were re-arranged for the sake of clarity.  There was concern from some pipelines regarding rejection of price index references that shippers may agree to on their behalf.  Pipelines wanted to have the ability to reject a reference if it is reasonably necessary to do so.  Mr. Novak expressed that adding language allowing rejection with cause could be interpreted more broadly than the group had in mind.  Wording was added to address the concern of the pipelines.    A motion was made by Mr. Novak to accept Proposed Standard 5.3.x6 as changed by the group.  The standard reads:

Initially, a Transportation Service Provider (TSP) should support at least two non-public price index references that are representative of receipt and delivery points on its system for fixed-price transactions with next-day or next-month delivery obligations.  In any event, a TSP should support all price indices it references in its gas tariff, or general terms and conditions.  In addition, a TSP should evaluate those publicly available price index references requested by the TSP’s Service Requesters (SR) that do not require any license(s)/subscription(s) for their use and support those that are representative of the applicable receipt and delivery points.

The identity of all supported price index references should be posted on the TSP’s Informational Postings Web site, including the duration of the license(s)/subscription(s) for posted price index reference(s).  A TSP’s support of any price index reference does not make it responsible for ensuring that a releasing shipper(s) or a replacement shipper(s) possesses any license/subscription that may be required to use such price index reference.  

Upon request of a SR holding capacity which can be released on that TSP’s system, the TSP, in consultation with its SRs, should review the price index references (including publicly available price index references), and update the price index references on the TSP’s Informational Postings Web site to reflect the results of that consultation.  Such review should occur no more frequently than annually. 

Releasing shippers requesting the use of price index references not supported by the TSP will be responsible for providing/maintaining adequate license(s)/subscription(s) for the TSP for any additional price index reference(s) such that the TSP is able to reasonably determine that it is adequately licensed to fulfill its business responsibilities associated with index-based capacity release transactions.  Such additional price index reference(s) will then be supported by the TSP and available for index-based capacity release transactions for the duration of the license(s)/subscription(s) and posted on the TSP’s Informational Postings Web site.  As an alternative to providing the TSP with a license(s)/subscription(s) to additional price index references, the releasing shipper may make other mutually agreed upon arrangements with the TSP.

The TSP retains the right to review the legal implications of any license/subscription, and with reasonable cause, require the agreement for the licensing of the support of such price index reference(s) to be revised to meet its concerns.
The motion passed unanimously. 
The group agreed to send the proposed standards for Items 7a and 7b out for comment and both will be considered at the May 15, 2008 WGQ Executive Committee meeting.  Items 7a and 7b will also be put on the agenda for the Joint WGQ IR/Technical subcommittees’ meeting in April.      
3.
Annual Plan Item 7c
Mr. Schubert presented two models from TransCanada Pipelines (Canadian Mainline) on intraday nomination timelines.  After some discussion regarding cycle activity levels on the pipelines, Mr. Schubert said that identification of the problems the group is trying to solve long term will best help all industry participants.  Some parameters need to be set up.  He suggested five parameters:  

· If the gas day is changed, it should change to avoid any peak period of times that exist across the North American grid. 

·  Scheduling and nomination timelines should stay within work hours as much as possible.  
· The time from nomination deadline to the flow time should be reduced. 

· Overlapping cycles should be minimized.  

· Duplicate cycles should be eliminated for the same flow time.

The group discussed the various issues they have run across while trying to come to an agreement on a suitable model.  Ms. Van Pelt suggested developing industry threshold issues titled Nomination Design Considerations and began by incorporating the five parameters suggested by Mr. Schubert.  
When discussing flow times to accommodate peak times across the North American grid (Considerations #1, 2 and 3), there was some disagreement about what times are most effective.  Mr. Griffith said they needed to keep in mind that while the exact flow times are up to interconnected parties, the effective flow times help to figure out scheduling priorities.  When scheduling intraday cycles, the entire day is being scheduled, not just pieces of the day.  They also discussed making sure nomination scheduling timelines stayed within business hours as much as possible.  There was a great amount of discussion regarding whether or not pipelines should be required to have a 24 hour business day.  Pipelines pointed out that they have to support 24 hour/7 day schedule but other parties do not. A comparison was made between the gas industry and the electric utilities, which does have a 24 hour/7 day nominating schedule.  Mr. Frost pointed out that not all parties are available 24 hours a day (e.g., producers do not have traders and operations personnel available, and he assumed it was the same for marketers).  Ms. Davis pointed out that to support the current standards from nomination to scheduled quantities, the pipelines consider the ‘business hours’ to be  from 7:00AM to 10:00PM central, 7 days a week.    The group discussed what everyone considered to be normal business hours with the results noted under Consideration #4 (Nomination/scheduling timeline should be within business hours as much as possible) on the attachment to the minutes titled as Nomination Design Considerations.

There also was discussion on the possibility of adding another bump cycle and, if so, where it should go.  

Consideration #5 - Attempt to maintain 4 hours between nomination deadlines and when scheduling quantities are issued was discussed.  Mr. Novak stated that people will work in the time they are allotted, so if you shorten that time to three hours, people will work to meet that deadline.  Ms. Daly asked the pipelines why they needed four hours.  Mr. Young stated that pipelines can work with a shorter deadline at the cost of providing customer service to shippers who may unintentionally make mistakes that require pipeline support to correct.  If the deadline is shortened and a request is incorrect, it will be rejected.  Ms. Davis added that some operators are reluctant to switch to an electronic confirmation process.  Currently, confirmations are attached as a spreadsheet to an e-mail and the pipeline has to manually input the information.   Mr. Novak stated that at some point there should be discussion of standardizing the confirmation process.  Ms. Scott pointed out that another issue is pools and there are multiple daisy chains that have to be balanced at the pools.  Mr. Oberski said there should be a compromise of shortening the time and allowing the shippers to make mistakes.  By requiring the shippers to submit requests electronically and requiring correct information in order to process a request, that timeline could be shortened.  Mr. Griffith stated that since we established the original timelines, we have added capacity recall, reput, title transfer tracking, etc.  As an example he stated that he has a pipe with 4 BCF of capacity and 12 BCF scheduled because of title transfer tracking.  He continued by saying that currently we have two cycles that overlap by 1½ hours and two others that overlap by 3 hours and you have to make sure that things are done right within the increasing complexity and regulatory requirements.  He stated that the standard we passed in this subcommittee to handle flow day diversion (Item 7b) will have to be incorporated and that will add more complexity.  We are not making it simpler, we are making it more difficult.
The meeting recessed for the afternoon at 5:13 PM.
March 13, 2008

The meeting reconvened at (9:00 AM and participants were reminded that they were still under the anti-trust guidelines. Discussion continued on the Nomination Design Considerations document.  
Consideration #6 - for a given gas day there should be time between the end of the confirmation/scheduling process for one cycle and the nomination deadline for the next cycle  was discussed.  Mr. Oberski pointed out that if there are four cycles in a day and each cycle takes four hours, that would require a 16 hour day.  He also stated that this is conflicting because pipelines want to stay within normal business hours but the subcommittee is supposed to consider adding a cycle, which would create 20 hour days.  Ms. Davis said that it needs to be determined which of these issues are most important in making a final decision on Item 7c.  The various reasons for preventing overlap were given.  Ms. Davis stated that shippers that may be bumped need to have time to move between pipelines.  Allowing this time gives everyone a chance to react in the way they need to react.  Mr. Gwilliam stated that there should be at least one hour between the scheduling deadline for one cycle and the nomination for the next cycle.  Ms. Van Pelt said that this would put five hours between nomination and flow.  Mr. Griffith stated that the one cycle that needs protection is the last cycle of the day.  It should not overlap any other cycle of that day so people nominating will know if they have been bumped so they can react.  Shippers could be bumped on all other cycles they need to know whether or not they were bumped before the last cycle nomination deadline.  Ms. Davis commented that pipelines also have bumping notice requirements that have to be sent out.  The pipelines need time to schedule, know the amount of gas available and give shippers time to react.  It was agreed upon that shippers need to know the results from previous cycles before they can know what will be needed in subsequent cycles.  Mr. Love agreed and stated he viewed time between cycles as customer time but if they do not need that time, that was also fine.  
The discussion then moved to timely nomination cycle occurring within core business hours (Consideration #7).  Ms. Burch stated that the Timely cycle should be kept during normal business hours because it is the most data and person intensive cycle and people exterior to the nomination process were involved.  Mr. Young clarified that they were talking about the nomination deadline through the scheduling deadline, not through when the gas flows.  Ms. Daly asked how to define core business hours.  A new issue was added to the list regarding the last intraday cycle occurring within core business hours (Consideration #8).  Ms. Crockett asked if the last intraday cycle would be bumping or non-bumping and would it make a difference if there was more than one non-bumping.  Mr. Schubert said in his proposal the last cycle could be either.

There was discussion on Consideration #9 - ensuring the close of the electric day ahead market at least one hour before the deadline of the nomination cycle.  Mr. Oberski stated that the day ahead markets generally clear at 4:00 PM Eastern.  He added that this was discussed in 2004 and that it is something that can be asked again but in doing so, several different markets would have to change.  Mr. Gwilliam said he understood, but just as pipelines are being asked to make adjustments, so will the electric industry.  

The group discussed Consideration #10 - providing adequate time to set up the pipeline after scheduling is complete.  To clarify what this statement meant, Ms. Davis explained that after a scheduled quantity report is released, operators need time to adjust the flows.  Because not everything is remotely controlled, operators need time to make those adjustments manually.  Ms. King stated that the start of the gas day is where the most time is needed.  Mr. Griffith stated that it has been difficult for pipelines to get flow changes implemented for a cycle at exactly the moment it is supposed to start flowing.  This may affect the timeline or the capacity available for scheduling.  The group also discussed how much time was necessary and the answers varied.  Mr. Gwilliam stated that his pipelines need an hour at most prior to the gas flow for the intraday cycles.  He added that it may take four to eight hours to ask parties to do what they need to do to set up the system for the next day.  Ms. Davis stated that another party beyond the producers that need time is the plant operators that need to get set up.  
Discussion on minimizing the impact on financial markets Consideration #14 followed.    Mr. Oberski stated that if the timely cycle is too early, it could impact financial markets.  It would require nomination before traders have closed their deals.  Ms. Gussow recommended everyone discuss this issue with their traders.
Several other Nomination Design Considerations were discussed during the meeting.  They are:

11.
Evaluate the need for two opportunities for full day scheduling.

12. 
Provide opportunities to minimize exposure to imbalance penalties or quantities.

13. 
Attempt to provide as many useful bumpable cycles as possible. 

15.
Ensure flow times promote reliability and safety.

16.
Provide opportunities for operationally feasible non-bumpable late day nominations.

17.
Accommodate capacity release timeline.

It was agreed that this discussion would continue at the next meeting April 22-23, 2008 in Washington DC.
3.
Next Steps for Item 7c

The group will continue discussion of Item 7c at the next scheduled meeting on April 22-23, 2008.
4.
Adjourn

A motion to adjourn was made by Ms. Davis and seconded by Mr. Young.  The meeting adjourned at 2:57 PM Mountain.
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