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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

October 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 – September 18, 2007
NORTH AMERICAN ENERGY STANDARDS BOARD

WGQ Business Practice Subcommittee Order 698
Hosted by Dominion– Glen Allen, Virginia
September 18, 2007 – 10:00 AM to 5:00 PM Eastern
Final Minutes

1. Administrative 

Ms. Van Pelt welcomed the attendees and introduced the chairs.  She thanked Dominion on behalf of the participants for hosting the meeting and asked Ms. King to provide the housekeeping matters.  Mr. Booe read the antitrust guidelines.  All of the participants in attendance and on the phone introduced themselves.  Ms. Van Pelt reviewed the submitted work papers and reminded the participants to identify themselves before commenting.  Ms. Van Pelt reviewed the previous meeting minutes and asked if anyone had any corrections.  Ms. Davis stated that she had a few redline changes to the minutes and suggested postponing adoption until tomorrow so that everyone would have an opportunity to review the redline changes.  The group agreed by consensus.  Ms. Van Pelt briefly reviewed the agenda.  Ms. Davis made a motion to adopt the agenda as modified to postpone the adoption of the minutes until the next day and Ms. McVicker seconded the motion.  The motion passed without objection.  Ms. Van Pelt discussed the vote taken during the previous meeting and clarified that the NAESB procedure requires a roll call vote be taken for the record on controversial issues. 
2. Annual Plan Item 7a (Index Based Pricing in Capacity Release)
Ms. Van Pelt directed the group to Annual Plan Item 7a and opened the floor for discussion. Ms. Chezar began by proposing the following scoping statement: “Add the ability to use index based pricing to the NAESB WGQ Standard 5.3.26”.  Ms. Davis replied that maybe the scope should be more generic, and that first the group should determine what changes to the capacity release standards are necessary to accommodate index based pricing.  Ms. McVicker suggested that the group narrow the scope to only modify the existing standards.  Mr. Novak noted that the group may need to create new standards, rather than modify the existing standard.  Mr. Young voiced his support for the “modify” language.  Ms. Chezar proposed “modify and make changes as necessary”.  Mr. Novak suggested that the group not limit themselves to capacity release standards and just state the more generic standards.  Mr. Petersen noted that using “modify and make changes” is redundant.  

A few minor grammatical corrections were made to the statement. Ms. Van Pelt asked the participants if there were any objections to the following scoping statement:
 Modify the WGQ Standards, as necessary, to accommodate index-based pricing for capacity release transactions.  
Hearing no objection, the group adopted the scoping statement by consensus.  The adopted statement can be found on the NAESB website as an attachment to the minutes at: http://naesb.org/pdf3/wgq_bps_698_091807a1.doc.

Mr. Love presented the pipeline segment work paper on index-based-rate capacity release offers.  He stated that the work paper reflects a review of the existing standards and the proposed modifications to the standards to accommodate index-based rate capacity release offers as a starting point.  Mr. Rudd stated that he believed that in a release, you can have both the total dollars and cents and the index based rates.  Mr. Love argued that you can not.  Mr. Novak stated that conceptually he agreed with Mr. Love, but as written, the proposed modifications do not cover all the possibilities.  Mr. Novak and Mr. Love discussed using a specified function or an index differential.  Mr. Shepard warned against putting too many straight jackets on the pricing by specifying a differential and that we need to be as generic as possible so as not to stifle creativity.
The group decided to create a new work paper using the language proposed by Mr. Love and modifying the existing WGQ Standard 5.3.26.  In referring to the pipeline segment proposed language, several participants expressed concern with the language “although in the case of index-based-rate releases the bidding shipper may bid maximum tariff rates as an alternative to an index-based-rate.”  Ms. McVicker stated that the sentence seems to make maximum tariff rate the default for only index-based offers, and that is not always the case.  Ms. Chezar stated that people should not be told they can always bid max rate, because it is obvious and people would use it to get out of the confusion of the other options.  Mr. Young asked the group if we should create a separate standard that just says max rate trumps everything.  Ms. Davis suggested removing “although” from sentence.  Ms. Chezar, Mr. Novak, and Ms. McVicker supported Ms. Davis’s suggestion.
Mr. Novak stated that he was envisioning a check box on the TSP website for max rate so that there would be certainty as to who made the max rate bid.  The group discussed the possibility of using a check box for max rate and how it would interplay with pro-rating the bids.  
Mr. Young stated that the group does not need to get down to standardizing at the TSP level, and in his opinion the group is wasting their time discussing maximum rate.  Ms. Davis stated that we need to focus on specifying the bidding methods.  Ms. McCain stated that the group did not need to limit the methods to only the three proposed.  Mr. Novak responded to Ms. McCain by stating that the standard would only be the minimum and companies like El Paso have exceeded the standard.  Mr. Novak also stated, in response to Mr. Young, that if there is some sort of structure around this, the implementation for the pipelines would be easier.
The group re-focused their attention on drafting the proposed modifications to WGQ Standard 5.3.26.  The proposed modifications are reflected below:
Proposed Redline of WGQ Standard 5.3.26. 

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

· dollars and cents,

· or percents percentage of maximum tariff rate, or
· index-based formula as detailed in the capacity release offer in the denomination of bids and all transportation service providers should support this.  

The bids for the given capacity release offer should adhere to the method specified  by the releasing shipper.

The bidder may bid the maximum tariff rate, if one is so stated in the Transportation Service Provider’s tariff or general terms and conditions, as an alternative to the method specified by the releasing shipper.  

Clean it would read:

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 tariff rate, if one is so stated in the Transportation Service Provider’s tariff or general terms and conditions, as an alternative to the method specified by the releasing shipper.  

Mr. Novak suggested making the document a working paper and allow everyone to do some research offline before returning to it.  Ms. Van Pelt asked the group if they would like to have a conference call one afternoon just to discuss this issue.  Mr. Novak suggested breaking future discussions into two components, bidding and invoicing.  He stated that he would work with Mr. Shepard to bring a work paper on rate differential and a work paper on bidding percentages to the next meeting.
3. Annual Plan Item 7b (Alternate Receipt Points Upstream of or an Alternate Delivery Point Downstream of a Point of Constraint)
The group began discussions on the development of a scoping statement for Annual Plan Item 7b.  Mr. Smith opened the discussion by asking what a “re-direct” is.  Mr. Novak stated that it occurs when gas that is nominated through a point of constraint is later in the day re-directed to be delivered to an alternate delivery point, also past the point of constraint.  Mr. Smith asked how you divert gas nominated through the point of restraint.  Ms. McVicker answered that it is a flow day diversion type of nomination.  Mr. Love responded that it is a different nomination transaction type according to Bill Griffith.  Ms. Davis stated that there are a variety of ways of accomplishing this and that the group does not need to specify one certain way.  Mr. Moreno stated that it is re-directing previously scheduled gas.  Mr. Young stated that he does not like the word “re-direct”, and that it is clearer to say “accommodate delivery at an alternated delivery point”.  Mr. Rudd stated that it is a change to the scheduled nomination, and Mr. Moreno noted that it does not change the scheduled priority.  Mr. Young stated that if you change both the receipt and delivery point it can be difficult to tie it to another nomination.  Ms. Van Pelt asked why it is not a new nomination if everything is changed.  Mr. Love stated that the key is that it is on the same contract on the same primary path. 
At this point, the group captured the initial discussion and began crafting the scoping statement.  Initially the scoping statement encompassed requirements contained in bullet points as part of the statement.  These requirements were:

· Must maintain the path of the gas through the point of restraint 
· Must not affect the scheduled quantities of other shippers through the point of restraint

· Must not affect the previously scheduled priority of the scheduled quantity through the point of restraint

· Must be operationally feasible

Ms. Burch stated that the scoping statement should not restrict the shipper from scheduling the scheduling priority up or down.  The group agreed with her and the statement was re-worded to reflect that.  Mr. Novak noted that because of the modifications to the initial statement, the first three bullet points are no longer relevant.  Mr. Novak proposed eliminating all but the last bullet point added by Mr. Young.

Mr. Love noted that the group is only preparing a scoping statement, not a standard, and that the scope does not have to be catered to fit Ms. Burch’s model.  Ms. Chezar suggested truncating all of the bullet point requirements to broaden the scope.  Mr. Novak stated that the fourth bullet should remain, because it encompasses the others.  Mr. Shepard and Ms. Davis urged the group to not jettison all of the work done to this point by eliminating the discussed requirements.  Ms. Van Pelt proposed moving the bullets to a new item six of the scoping issues.  No opposition was raised to the proposal.  Ms. Van Pelt asked Mr. Young if he was comfortable with the modification.  Mr. Young responded that he was easy.

The scoping statement created by the group can be found on the NAESB website at: http://naesb.org/pdf3/wgq_bps_698_091807a2.doc, as follows:

Modify the WGQ Standards as necessary to accommodate intra-day changes to scheduled nominations on a given contract requesting an alternate receipt point upstream of or an alternate delivery point downstream of a point of constraint based on possible parameters to be determined during subcommittee discussion.

Next, Mr. Rudd gave his presentation on Options for Consideration for Increased Receipt and Delivery Point Flexibility – Redirect Issue.  He explained that initially the purpose of the work paper was to spark discussion, and that it might be rehashing some of issues already discussed.  He stated that the main goal of his proposal was to be fair to all shippers on the pipelines.  Mr. Rudd reviewed the various scenarios presented and then fielded questions from the participants.  

Ms. Chezar began the discussion by asking why the example is always a primary receipt and secondary delivery.  Mr. Rudd stated that he does not think that it is right for re-directs to trump all other confirmed shippers on the system.  Ms. Chezar stated that she preferred the Texas Eastern Model.  Ms. Crockett and Mr. Young wanted to clarify that in the scenarios presented, there were already constraints at the delivery point, and asked about potential gaming.
Mr. Ishikawa noted that the group does not need to put hard and fast rules together, and that these things are still out for discussion.  He also stated that the group does want to allow gaming, but also needs to provide as many options as possible for shippers.  He stated that it is too early in the process to say you can’t affect the scheduling priorities.  Ms. Chezar stated that the value of these types of transactions is when the pipe is full and the weather changes or demand drops, and that she is not that concerned about gaming the system.  Ms. Crockett asked if any of this goes towards scheduling, and cautioned the group not to create too many restrictions and box ourselves in later.  The group discussed the possible scheduling implications.
4. Next meeting for WGQ Annual Plan Items 7a and 7b
Ms. Van Pelt noted the time and asked the group if they would like to adjust the order of the agenda topics at the next meeting.  Mr. Novak stated we should discuss that at the end of the meeting the next day.     

5. Adjournment
Mr. Young made a motion to adjourn and Ms. Davis seconded the motion.  The meeting was adjourned at 4:45 p.m.
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	Panhandle Eastern Pipe Line
	In Person

	Mark Wilke
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