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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

September 6, 2007
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 – August 30-31, 2007
NORTH AMERICAN ENERGY STANDARDS BOARD

WGQ Business Practice Subcommittee Order 698
Hosted by NAESB – Houston, Texas
August 30, 2007 – 9:00 AM to 5:00 PM Central

August 31, 2007 – 9:00 AM to 3:00 PM Central

Final Minutes

1. Administrative 

Ms. Van Pelt welcomed the attendees and introduced the chairs.  Mr. Booe read the antitrust guidelines.  Ms. Van Pelt reviewed the submitted work papers and reminded the participants to identify themselves before commenting.  All of the participants in attendance and on the phone introduced themselves.  Ms. Van Pelt reviewed the agenda and Mr. Griffith seconded the motion to adopt the agenda.  Ms. Van Pelt gave a short summary of the NAESB procedures.

2. Annual Plan Item 7a
Ms. Van Pelt directed the group to Annual Plan Item 7a and opened the floor for discussion.  Mr. Griffith began by stating that a standard for index based pricing for capacity releases would have to be developed.  Ms. Munson noted that in some instances the existing standards address the request of Annual Plan Item 7a, and that there might not be a need to develop in any additional standards.  Ms. Chezar referenced a proposal sent to her from Mr. Novak and stated that according to the legal department at her company there could be Sarbanes Oxley issues when providing invoices to the pipelines.  Mr. Griffith stated that he believed Sarbanes Oxley is applicable to accounting within a company not between the shipper and the TSP, but he agreed the group should be cautious.  
The group determined that it would be beneficial to have the presentations prior to the scoping discussions, so that the group would have an opportunity to identify issues within the presentations.  Mr. Griffith gave his presentation regarding index based capacity release and answered the group’s questions.  Mr. Conner stated that in the gas segment there is a possibility that max cap could be removed, and asked if that would be a possibility on the electric side.  Ms. Crockett stated that it was her impression that the FERC considered something similar in Order 890.  Ms. Chezar stated that she still does not understand why the releasing shipper should get involved in any invoicing disputes or why the releasing shipper should provide calculations of the rate for the TSPs to use in invoicing the replacement shipper.  Mr. Love noted that he sees index based releases as being similar to recalls and that it is a contractual relationship between the releasing shipper and the replacement shipper.  Mr. Smith stated that he does not see why this type of invoice dispute should be treated any differently than the way other invoice disputes are handled today.  Ms. Chezar concurred with Mr. Smith and added that currently the releasing shipper and the replacement shipper do not discuss the invoice.  Mr. Smith stated that there is a dispute resolution mechanism in the current standard, and the group should review the current standard to see how it will be affected.  
Ms. Crockett stated  that the index price should be from a public index.  Ms. Van Pelt noted there could be potential copyright issues if the index provided is not public.  Mr. Novak stated that he believes some of the publications would be interested in making the index price available at no cost.  Mr. Griffith noted that all interstate shipping is supposed to be open access and non-discriminatory, meaning if any other factors are added to the straight calculation, it could be viewed as discriminatory.  Mr. Frost clarified that the negotiation of the contract and the release process can not be discriminatory.  

Next, Mr. Novak gave his presentation regarding index based capacity release, and answered the group’s questions.  Several members of the group asked for clarification concerning the proxy value.  Mr. Novak explained that a ‘proxy’ value is a reference point to be used for bidding purposes.  Ms. Chezar asked Mr. Novak why the max rate would not be used as the proxy value, and he explained that the proxy number is more of an average that can be calculated everyday.  Ms. Davis noted that even though the releasing shipper sets a proxy value, when calculating the bid, the actual rate used in the winning offer might not be anything close to the proxy rate.  Ms. Burnett stated that it might be easier to just add or subtract an amount from the index base rate rather than use a proxy value in the calculations.  Ms. Chezar echoed Ms. Burnett’s statement.  Mr. Griffith stated if there is not a relationship between the bid and the invoice, why wouldn’t everyone bid the max rate and pay whatever the deal turns out to be.  Mr. Novak stated that he is not wed to the proxy, but believes that the pipelines need a process from which to base their calculations.  Mr. Love stated that in his mind a proxy value only becomes a plug number that is used to quantify a bid mathematically.  Mr. Novak concurred with Mr. Love and stated that algebraically the proxy value could just be x and y.  His only objective is to develop a bidding process that works and is fair and reasonable.

Mr. Spangler stated that the group should be focusing on the bidding process as opposed to the formula.  Mr. Love concurred with Mr. Spangler and stated that he doesn’t think the group should create any set way to evaluate the bid.  Mr. Novak stated that, at the very least, the pipeline has a right to have a spreadsheet or something so that they can evaluate the bid.  Mr. Griffith stated that he is concerned that if everyone is using the same formulas to calculate the bids, the bids will lose their meaning.  He also said that he does not have a problem with having the TSPs develop the invoice and notifying both parties of their role, but that the group should be careful about making that a requirement in every case.

Mr. Novak responded that he thinks the group should define a range of index based transactions that pipelines will be required to process, and that he doesn’t think that requiring detailed daily rates would be too complex.  Mr. Griffith stated that requiring a detailed daily rate is unnecessary.  Mr. Love concurred with Mr. Griffith and noted that the group should also consider “spreadsheet deals” when making a determination on this topic.
Ms. Van Pelt recommended that the group return focus to the scoping issue list.  The group added issues to the issue list based upon the discussion, and made minor modifications to the wording.  The scoping issue list can be found on the NAESB website at:  http://naesb.org/pdf3/wgq_bps_698_083007a1.doc
3. Annual Plan Item 7b
Next, Ms. Burch gave her presentation regarding intraday nominations through a posted point of restriction.  Ms. Davis began the discussion by asking Ms. Burch if Spectra had personnel to monitor the intraday nominations twenty four hours a day.  Ms. Burch replied that they have personnel until midnight and then employees on call until 6 a.m.  Mr. Young asked if these changes are submitted as nominations, and if they are not confirmed, do they lose their priority.  Ms. Burch explained that the changes are considered revised nominations and if they are not confirmed, they lose their priority.  She also stated if the nomination already scheduled is primary to primary, and if only primary transactions have been scheduled through the point of restriction, the revised nomination cannot be changed to a secondary transaction.  Mr. Frost noted that by moving to the delivery to a secondary point, another constraint point can be created and would not be discovered until the system is run.  Mr. Young pointed out that the risk of creating the scenario described by Mr. Frost would be much greater on a reticulated pipeline.  Mr. Novak stated that this discussion is similar to FERC’s discussion on segmentation.  Mr. Young asked Ms. Burch about capacity that a shipper loses from a nomination change and whether more gas is scheduled on the path for another shipper.  Ms. Burch responded that Spectra looks at the new nominations at every cycle and whoever is next in the queue, based upon tariff priority, is given the abandoned path.  Mr. Love stated that the process does not work on all pipes and that you need to know the flow directions to really know the impact of the changes.  Ms. Burch responded that the total volume that is scheduled through the posted path of restriction on the customer’s contract is considered, and the total change does not result in a net increase in the quantity already scheduled through the point of restriction on the customer’s contract.  Mr. Griffith cautioned the group against developing new standards that could conflict with the previous NAESB standards.
Ms. Van Pelt re-directed the group to the scoping issue list.  Ms. Chezar suggested creating a standard that is similar to the Texas Eastern process.  Ms. Munson stated that she did not believe new standards needed to be developed, because she could not identify how a new standard would contribute to solving a problem.  Ms. Chezar responded to Ms. Munson that a standard would enhance competition and reliability and that all pipelines should be focused on offering flexibility.  Ms. Davis stated that by creating a new standard NAESB on how to handle additional nomination cycles outside of the grid-wide standardized cycles would be directing those that exceed the standard on how to exceed it, and NAESB does not standardize how to exceed a standard.  
Mr. Gwilliam stated that he was not particularly for or against the proposal, but questions why preferential treatment should be given to a shipper who nominates in the Timely cycle and wants to re-designate as opposed to a shipper who nominates in the Evening cycle.  Mr. Frost responded that it appears to him that the Commission is aware of the preferential treatment being given and is accepting it as a policy issue.  Ms. Van Pelt stated that she disagreed with Mr. Frost because the FERC looked at Texas Eastern on an individual basis and cautioned the group about developing standards in an area where the FERC accepted something in a specific instance.

Ms. Munson stated that the nuance to the Texas Eastern situation is that they are within the current guideline and that the group should only examine this to ensure that there is nothing in the standard to prevent someone from executing this capability.  She also stated that she is concerned that a standard could create a situation where people make false nominations in order to gain a competitive advantage.  Ms. Van Pelt noted that just because the group receives a request for a standard, it does not mean that NAESB must create a standard.  Ms. Chezar stated that she wants the entire group to treat this as if it were a request for a standard.
The group agreed that, at present, the group is not trying to develop a standard, but make a determination as to whether a standard should be developed.  Ms. McVicker asked the group if this would be creating a default that would require organizations to offer this flexibility unless they show they are unable.  Ms. Chezar answered that this is a request to develop a standard.  
The group decided to suspend their discussions until after Mr. Rudd has had an opportunity to present his work paper during the next scheduled meeting.  The scoping issue list developed in response to the discussions can be found on the NAESB website at:  http://naesb.org/pdf3/wgq_bps_698_083007a2.doc  Ms. Davis made a motion to adjourn and Mr. Young seconded.  The meeting was adjourned at 4:00 p.m. Central.

4. Annual Plan Item 7c
Ms. Van Pelt welcomed the participants to day two of the WGQ BPS Order 698 meeting.  Mr. Booe read the antitrust guidelines.  The participants in the room and on the phone introduced themselves.  Ms. Van Pelt reviewed the agenda.  Ms. Davis moved to adopt the agenda and Mr. Young seconded the motion.  The agenda was adopted by consensus.

Ms. Crockett presented her work paper on Potential Modifications to the Natural Gas Scheduling (Nominations) Timeline.  Mr. Young opened the discussion by stating that he believed that the proposed schedule could work with adequate communication.  Mr. Spangler stated that nothing in the process assumes non-ratable flow.  Mr. Novak responded that nothing is presumed on ratability and that the system could do this now, because the NAESB standards do not speak to ratability.  Mr. Spangler stated that he thinks there is ratability in the standards.  Mr. Schwecke noted that for late cycle nominations the group needs to look at the distance of flow and the actual physicality’s of moving the gas.  He also warned about devaluing the services the pipelines have in place to help customers with their flow.  Ms Crockett stated that the standard could possibly address certain types of the services.  Mr. Novak disagreed about going into services.  He suggested that we should focus on the nomination schedule and the pipeline services will follow. 
Ms. Davis asked how a really late night or early morning nomination would affect the capacity release, when there are not many people up at night looking to buy a contract.  Mr. Young asked if capacity release needed to be taken into account with the addition of another cycle or could a cycle be added where capacity release is not involved.  Ms. Davis stated that she believed that there was a regulation that capacity release must be available before each nomination cycle.  Mr. Young agreed, but noted that the regulation was created before the Order 698 gas flow to electric generators issue was considered.  
Ms. Van Pelt stated that before the next meeting, everyone participating should make an effort to review the current standards, because there are many aspects of the current standards that will be significantly affected by a change to the current nomination scheduling timeline.  Mr. Novak noted that the group has latitude to suggest changes to the industry without going into advocacy, and then even if a change is suggested, it still can be voted down.
Mr. Frost stated that he is concerned about creating a situation that provides a bias for one supply over another or where pipelines would have to constantly explain why it can or can not bring on a particular supply.  Mr. Young stated that his concern is the expectation that there will be a true physical change in the gas actually flowing and that would be less for a nomination made at 3:00 a.m.  Ms. Crockett and Mr. Schwecke noted that the group would want to be very careful about restricting or putting standards around EPSQ (elapsed pro-rata scheduled quantity).  Ms. Burnett stated that the group should take into consideration the time at the end of the day to correct and balance the pipelines.  Mr. Young concurred and added that during extreme temperatures storage in preparation for the next morning is done the previous evening.
Mr. Petersen stated that on the electric side people would really like an additional evening cycle.  Ms. Van Pelt noted that during the energy day discussions the group never came to consensus about how to approach the electric schedule and the issues with the varying time zones.

Ms. Chezar stated that she would like to explore the possibility of changing the Timely nomination cycle as an alternative to other suggestions.  Mr. Petersen concurred with Ms. Chezar that this could be streamlined by changing the Timely nomination cycle, and he stated that he does not believe such a change is out of scope.  Mr. Love noted that it might not be out of scope, but if the group goes down that road they would virtually be re-writing every standard.  Mr. Honeycutt stated that from the electric side, considering a change to the timeline would be beneficial to help create stability for the gas-fired electric generators, which was the purpose of Order 698.

Mr. Smith noted that the scope had not really been defined, and that in his opinion the scope is clearly given in the annual plan.  Ms Chezar stated that she would like to consider changing not just the intraday schedule, but the entire nomination schedule.  Mr. Young agreed that the group should consider changing the entire nomination cycle.  Mr. Frost stated that it is his interpretation that FERC is only charging the group with fixing the coordination.  Mr. Novak cited the Order and the NOPR and stated that he agreed with Mr. Frost that the intent is to focus on only what is included in the Order.  
Mr. Frost asked for a balanced vote and Mr. Griffith seconded the motion to define the scope of Annual Plan Item 7c to consider whether changes to the existing nomination cycles (and related processes/timelines) would benefit all shippers and provide better coordination between gas and electric scheduling.  Ms. Van Pelt initiated the vote.  Ms. Kennedy stated that this type of vote requires a roll call voting procedure.  Ms. Van Pelt stated that in the past the WGQ BPS had voted by hands and by segment.  
The vote was taken and the results can be found following:
	
	Wholesale Gas Quadrant
	
	
	

	
	Balanced Voting by Segment Tally
	
	

	Segment
	Votes Cast
	 
	Balanced Vote
	 

	 
	YES
	NO
	TOTAL
	YES
	NO
	TOTAL

	End Users
	4
	0
	4
	2
	0
	2

	LDCs
	8
	0
	8
	2
	0
	2

	Pipeline
	13
	0
	13
	2
	0
	2

	Producer
	0
	1
	1
	0
	1
	1

	Services
	3
	0
	3
	2
	0
	2

	Total
	 
	 
	 
	8
	1
	9


Ms. McQuade clarified that for meetings of WGQ BPS Order 698, a roll call vote should be taken as opposed to an anonymous vote by hands.  She also reminded the participants that only one vote may be taken per company, per segment and that all WEQ members should vote as end users.  Ms. Van Pelt asked the participants, if based upon this information, whether anyone needed or wanted to change their vote.  No participants reported any issues.

The group reviewed the list of scoping issues creating during the discussion and made minor grammatical and wording modifications to the list.  The group then categorized the issues and discussed prioritization.  The list of scoping issues developed by the group can be found on the NAESB website at:   http://naesb.org/pdf3/wgq_bps_698_083007a3.doc.
5. Other Business/Future Meetings
Ms. Van Pelt announced that the next meeting has been scheduled for September 18-19, 2007 in Glen Allen, Virginia, hosted by Dominion.  She stated that the agenda will follow the same format, and requested that all work papers be submitted by Wednesday, September 12, 2007 prior to the meeting.  All work papers submitted past the deadline will be posted as “late”.

6. Adjourn
Ms. Chezar moved to adjourn the meeting and Ms. Crockett seconded the motion.  The meeting was adjourned at 1:00 p.m.
7. Attendance
	Name:
	Organization:
	August 30
	August 31

	Brenda Anderson
	Bonneville
	Phone
	

	Mariam Arnaout
	American Gas Association
	In Person
	In Person

	Jim Blasiak
	Washington Gas Light
	
	Phone

	Jonathan Booe
	NAESB
	In Person
	In Person

	Kelly Brooks
	Williston Basin
	Phone
	Phone

	Kathryn Burch
	Spectra Energy Trans
	In Person 
	In Person

	Christopher Burden
	Williams Gas Pipeline
	In Person
	In Person

	Tina Burnett
	Boeing
	In Person 
	In Person

	Dolores Chezar
	KeySpan
	In Person
	In Person

	John Clemens
	El Paso Western Pipeline
	In Person
	In Person

	Peter Connor
	NiSource Distribution Comp.
	Phone
	Phone

	Valerie Crockett
	TVA
	In Person
	In Person

	Dale Davis
	Williams Gas Pipeline
	In Person
	In Person

	Ed Davis
	Entergy Services
	Phone
	Phone

	Rhonda Denton
	BP Energy 
	In Person
	

	Pete Frost
	Conoco Phillips
	In Person
	In Person

	Mark Gracey
	Tennessee Gas Pipeline
	In Person
	In Person

	Bill Griffith
	El Paso Natural Gas
	In Person
	In Person

	Donna Gussow
	FPL
	Phone
	Phone

	Tom Gwillliam
	Iroquois Gas Transmission
	
	In Person

	Gary Hinners
	Reliant Energy
	
	In Person

	Ralph Honeycutt
	Suez Energy
	In Person
	In Person

	Brad Holmes
	Florida Gas Transmission
	
	In Person

	Brenda Horton
	Kern River Gas Transmission
	Phone
	Phone

	Laura Kennedy
	NAESB
	Phone
	Phone

	Drake Kijowski
	PSE&G
	In Person
	In Person

	Iris King
	Dominion
	Phone
	

	Cathie Legge
	Alliance Pipeline
	Phone
	In Person

	Paul Love
	NGPL
	In Person
	In Person

	Diane McVicker
	SRP
	In Person
	In Person

	Rae McQuade
	NAESB
	In Person 
	Phone

	Becky Miller 
	Dominion
	In Person
	In Person

	Richard Moreno
	Sea Robin Pipeline
	In Person
	In Person

	Sylvia Munson
	SunGard
	In Person
	In Person

	Lucia Nail
	SunGard
	
	In Person

	Mike Novak
	National Fuel Gas Distribution
	In Person
	In Person

	Marjorie Perlman
	Energy East
	Phone
	Phone

	Don Petersen
	PG&E
	In Person
	In Person

	Phil Precht
	Baltimore Gas and Electric
	Phone
	Phone

	Robert Pulcini
	The Structure Group
	
	Phone

	Denise Rager
	NAESB
	In Person
	In Person

	Rodger Schwecke
	SoCal Gas
	In Person 
	In Person

	Donna Scott
	Florida Gas Transmission
	
	In Person

	Mike Shepard
	Mewbourne Oil Company
	Phone
	Phone

	Lisa Simpkins
	Constellation Energy
	In Person
	Phone

	Richard Smith
	Exxon Mobil
	In Person
	In Person

	Leigh Spangler
	Latitude Technologies
	In Person
	In Person

	Jamie Taft
	Williams Gas Pipeline
	
	In Person

	Darren Taylor
	Calpine
	In Person
	In Person

	Kim Van Pelt
	Panhandle Eastern Pipe Line
	In Person
	In Person

	Karen Wei
	The Structure Group
	Phone
	

	Mark Wilke
	Trunkline Gas
	
	Phone

	Mary Wolosek
	Nicor Gas Company
	Phone
	


