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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

March 4, 2008
TO:
NAESB Wholesale Gas and Electric Quadrants and all Interested Industry Participants 

FROM:

Cory Galik, NAESB Project/Meeting Manager
RE:
Draft Minutes from the WGQ Business Practice Subcommittee – Order 698 Meeting – February 21, 2008
NORTH AMERICAN ENERGY STANDARDS BOARD

WGQ Business Practice Subcommittee Order 698
Hosted by NAESB – Houston, Texas
February 21, 2008 – 12:00 PM to 4:00 PM Central
Draft Minutes

1. Administrative 

Ms. Van Pelt welcomed the attendees and introduced the chairs.  Ms. Galik reviewed the antitrust guidelines.  All of the participants in attendance and on the phone introduced themselves.  Ms. Van Pelt reviewed the agenda.  Mr. Love made a motion to adopt the agenda as posted and Ms. Davis seconded the motion.  The motion passed without objection.  
2. Annual Plan Item 7a 
Discussion on proposed modification of NAESB WGQ Standard 5.3.x2 
Ms. Van Pelt re-visited proposed Standard 5.3.x2, a standard that was approved at the last meeting with producer opposition.  After that meeting, Ms. Draemer, Mr. Novak and Mr. Shepard worked to resolve the concerns of the producers.  They presented their modification of the approved standard.  Mr. Shepard stated that the intent of the modifications was to make sure that the bidding potential replacement shippers will know that the award will be calculated as the greater of the formula or rate floor plus high bid differential.  The motion to adopt proposed WGQ Standard 5.3.x2 as modified was made by Mr. Shepard and Ms. Draemer seconded.   The modified standard reads as follows:

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 (TSP) tariff, if any.

When bidding is based upon a dollars and cents differential from the Rate Floor, the invoiced rate for the award should be calculated as the greater of (i) the result of the formula or (ii) the Rate Floor plus the high bid's differential, both not to exceed the TSP’s maximum reservation rate, if applicable.

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. 

The motion passed unanimously.

Discussion on proposed NAESB WGQ Standard 5.3.x2a
There was no discussion on this proposed standard.  The motion to adopt was made by Mr. Love and seconded by Mr. Smith.  The motion passed unanimously.
Discussion on proposed NAESB WGQ Standard 5.3.x3
Mr. Novak and the pipelines both suggested changes to the proposed standard.  The main concern of the group was to ensure that the language of the standard is consistent with the language adopted in other standards.  Mr. Novak stated that he believed proposed Standard 5.3.x2 clarified the last sentence in proposed Standard 5.3.x3.  The motion to adopt was made by Mr. Love and seconded by Mr. Novak.  Before voting occurred, Ms. Bradbury suggested mentioning invoicing.  The group decided to add wording to clarify what rates would be used in invoicing.  The group also discussed the situation where the monthly calculations fall below the minimum or above the maximum rate.  Mr. Goldenberg questioned what would happen if index-based release occurred at less than the TSP’s minimum reservation rate or if the monthly calculation ends up below the TSP’s minimum reservation rate.  Some members of the group struggled to understand how a contract rate could ever go below the minimum rate, contrary to the company’s tariff.  The group discussed this issue at length and decided that meeting participants would confer with the regulatory groups at their respective companies and address the findings at a later meeting.  These findings would also affect proposed Standard 5.2.x1, so the group decided not to make any changes to it at this meeting.  Mr. Love and Mr. Novak withdrew the motion and second.  Mr. Smith asked Mr. Goldenberg if he could bring anything to the next meeting that outlines the Commissions rules on this or give the group a direct order.  Mr. Goldenberg stated that the FERC has never directly addressed this issue.  Mr. Young found an El Paso ruling in Docket No. RS92-60-002 issued 12/17/1992 that stated that the TSP minimum is zero.  In a footnote it was stated that since El Paso’s minimum rate is zero there was no need to address going below zero.  Mr. Goldenberg referenced 114 FERC 61170 from February 17, 2006.  He said there seemed to be a number of orders that stated the rate will be the maximum and minimum for capacity release.  He said that FERC had never before dealt with indexing.  
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.

The motion to adopt the above proposed Standard 5.3.x4 was made by Mr. Love and seconded by Mr. Novak.  The motion passed unanimously.
Discussion on proposed NAESB WGQ Standard 5.3.x3

There was no new discussion on this standard.  Mr. Novak made the motion to adopt proposed Standard 5.3.x3 and it was seconded by Ms. Perlman.  The proposed standard reads as follows:

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.  

If the resulting monthly reservation rate exceeds the TSP’s maximum monthly reservation rate, as applicable, the TSP’s maximum monthly reservation rate should be used for invoicing.  If the resulting monthly reservation rate is less than the Rate Floor, the Rate Floor should be used for invoicing.
The motion passed unanimously.
Discussion on proposed NAESB WGQ Standard 5.3.x8
The group looked at the modifications proposed by the pipelines at the last meeting that were not voted on.  There was a motion by Mr. Novak to adopt proposed Standard 5.3.x8 and it was seconded by Mr. Love.  Ms. Van Pelt suggested changing the last sentence to say, “the rate used in the invoice should not be greater than the TSP’s maximum reservation rate, as applicable.”  This was accepted by Mr. Novak and Mr. Love.  The proposed standard reads as follows:
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,.

The rate used in the invoice should not be greater than the Transportation Service Provider’s maximum reservation rate, as applicable.
The motion passed unanimously.
Discussion on proposed NAESB WGQ Standard 5.3.x9
The group modified the wording of the standard slightly, changing “a rate floor” and “a default rate” to “the rate floor” and “the default rate”.  The motion to adopt proposed Standard 5.3.x9 was made by Ms. Burch and seconded by Mr. Novak.  The proposed standard reads 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.  The Default Rate cannot be less than the Rate Floor, if any.   

The motion passed unanimously.

Discussion on proposed Modification to NAESB WGQ Standard 2.3.21
The group decided to leave this standard as published in NAESB WGQ Version 1.8.  No vote was taken.

Discussion on proposed NAESB WGQ Standard 5.3.x11

Mr. Gracey stated that the proposed standard provides the shipper with too much time and did not provide the pipeline with enough time to get the information into their billing system.  Mr. Novak expressed concern with creating a standard that allows for mutual agreement when mutual agreement can be done anyway.  The group looked at Mr. Novak’s proposal.  Mr. Novak stated that he created his proposal by making changes to the pipelines’ proposal.  Ms. Davis wanted to use the pipelines’ wording of “mutually agree” instead of requiring a set number of days.  Mr. Novak said he could agree to that as long as it gave releasing shippers an adequate amount of lead time.  His concern was making sure that the standard specified that the releasing shippers would have enough time to turn the information around.  The group decided to add wording that called for a mutually agreed upon time table that also allowed the releasing shipper to have at least one Business Day in which to process the quantities prior to returning such billing information to the TSP.  The motion to adopt proposed Standard 5.3.x11 was made by Mr. Novak and seconded by Mr. Griffith.  The group decided to add a final sentence in the second paragraph that stated, “in addition, the first column should contain the applicable Gas Day(s).”  Mr. Novak and Mr. Griffith approved the new language.  The proposed standard reads as follows:

For volumetric index-based capacity release transactions, where the releasing shipper performs invoicing calculations pursuant to NAESB WGQ Standard No. 5.3.x7, the Transportation Service Provider (TSP) should provide allocated quantities to the releasing shipper according to a mutually agreed upon timetable.  The Releasing Shipper should have at least one Business Day to process the quantities prior to returning such invoicing information to the TSP in a tabular format.  

The TSP should provide the allocated quantities to the releasing shipper in a tabular file to be described by the TSP.  The first row of the file should contain the column headers and data should begin on the second row of the file.  In addition, the first column should contain the applicable Gas Day(s).
The motion passed unanimously.
Discussion on proposed NAESB WGQ Standard 5.3.x7
Mr. Novak and the pipelines both proposed changes.  The group created bullets after the first paragraph to address calculations for index-based capacity release transactions.  There was discussion on whether to use default rate or floor rate in the second paragraph.  They decided to use “…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.”
3. Next Steps for Annual Plan Item 7a (Index-Based Pricing in Capacity Release)
Ms. Van Pelt noted that all participants would need to do research before being able to address proposed Standard 5.2.x1 and suggested that the participants review the progress and continue discussion at the next meeting.  After some discussion, Ms. Van Pelt stated that next meeting would be held in Colorado Springs, Colorado at the El Paso Western Pipelines offices on March 12-13, 2008.  
The meetings scheduled for 2008 are as follows:

· March 12-13, 2008, hosted by El Paso Western Pipelines, Colorado Springs, Colorado

· April 22-23, 2008, hosted by AGA, Washington, D.C.   This meeting is tentative.

These, as well as all other modifications to the proposed and modified standards, can be found as an attachment to the minutes: Annual Plan Item 7a - Modified and New Proposed Standards - Revised 02/21/2008. 
4. Adjournment
The meeting was adjourned by consensus at 4:24 p.m. Central.
5. Attendance
	Name:
	Organization:
	February 21, 2007

	Steve Abbey

	Anadarko

	Phone


	Michael Alexander
	Southern California Edison Company
	Phone

	Debbie Bradbury
	Trunkline Gas Company
	Phone

	Kelly Brooks
	Williston Basin
	Phone

	Kathryn Burch
	Spectra Energy Transmission
	In Person

	Christopher Burden
	Williams Gas Pipeline
	In Person

	Tina Burnett
	The Boeing Company
	Phone

	Dale Davis
	Williams Gas Pipeline
	In Person

	Rhonda Denton

	BP Energy

	In Person


	Jay Dibble
	Calpine Corporation
	Phone

	Michael DiCarlo
	Williams Gas Pipeline
	In Person

	Mary Draemer
	Transwestern Pipeline
	In Person

	Pete Frost
	Conoco/Philips
	Phone

	Cory Galik

	NAESB

	In Person


	Michael Goldenberg
	FERC
	Phone

	Mark Gracey
	Tennessee Gas Pipeline
	Phone

	Bill Griffith
	El Paso Natural Gas
	Phone

	Dona Gussow
	Florida Power & Light
	Phone

	Drake Kijowski
	PSE&G
	Phone

	Iris King
	Dominion Transmission
	Phone

	Paul Love
	NGPL
	In Person

	Becky Miller
	Dominion Transmission
	Phone

	Mike Novak
	National Fuel Gas Distribution
	Phone

	Lori-Lynn Pennock
	Salt River Project
	Phone

	Marjorie Perlman

	Energy East

	Phone


	Denise Rager
	NAESB
	In Person

	Doug Rudd
	New Jersey National Gas Company
	Phone

	Donna Scott
	Florida Gas Transmission
	Phone

	Mike Shepard
	Mewbourne Oil Company
	Phone

	Leigh Spangler
	Latitude Technologies
	Phone

	Kim Van Pelt
	Panhandle Eastern Pipe Line
	In Person

	Randy Young
	Boardwalk Pipeline Partners
	Phone
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