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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 25, 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 – October 10, 2007
NORTH AMERICAN ENERGY STANDARDS BOARD

WGQ Business Practice Subcommittee Order 698
Hosted by NAESB – Houston, Texas
October 10, 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.  All of the participants in attendance and on the phone introduced themselves.  Ms. Van Pelt reviewed the agenda.  The agenda was modified to add the adoption of the minutes from the September 18-19, 2007 meeting.  Ms. D. Davis made a motion to adopt the agenda as modified and Mr. Young seconded the motion.  The motion passed without objection.  The group reviewed the minutes from September 18, 2007 and made a few modifications.  Mr. Rudd asked to have a few minutes to review a portion of the minutes before adoption.  The group reviewed the minutes from September 19, 2007 and made a few modifications.  Ms. D. Davis made a motion to adopt the minutes as modified and Mr. Griffith seconded the motion.  The motion passed without opposition.  Mr. Rudd made a modification to a statement captured in the draft minutes from the September 18, 2007 meeting.  The group also made a few modifications to the redlined standards crafted during the prior meeting.  Ms. D. Davis made motion to adopt the minutes as modified and Mr. Love seconded the motion.  The motion passed without opposition.  
2. Annual Plan Item 7a (Index Based Pricing in Capacity Release)
Ms. Van Pelt directed the group to Annual Plan Item 7a.  Mr. Novak presented the Index-Based Capacity Release – Bidding and Capacity Award Considerations work paper.  Ms. McCain opened discussions by stating that due to the complexity of some formulas, the group may not want to require formulas be processed within an hour.  Mr. Griffith echoed Ms. McCain’s statement and added that some constructions can be complicated and some indices may be difficult to find.  Mr. Shepard stated that he does not think that formulas should be so complex that they create uncertainty as to the timeline for a deal processed.  Mr. Love stated that based upon the FERC order the group can not put limits on the formula, but the group could provide the structure so that formulas could be processed within an hour.  He suggested that the structure could be around the explanation of how the formula and index work.  Mr. Young stated that he supports using something other than the special terms and conditions, and suggested creating a method to monitor the status of the process.

Mr. Novak responded that Mr. Love was correct in stating that the group should not restrict the formulas submitted, but he suggested that the TSPs could reject formulas that are too complicated to be processed within an hour.  Mr. Novak stated that the FERC set precedent for setting limitations when they came out with their approved cash-out indices.  Mr. Novak also stated that he believes FERC would listen if the group developed some practical limitations through consensus voting and did not violate FERC policy.  Ms. D. Davis stated that the cash-out indices were based upon individual tariffs and were not a super set of indices published by the FERC.  Mr. Novak responded that the group could not chose a winning index that everyone must use, but the group could set up a structure where a pipeline chooses one or more indices with the agreement of its customers and then put such in its tariff.  Mr. Kardas stated that it is beneficial to the industry to put some boundaries around this and keep it simple.  

Mr. Love responded that he is still hesitant about going this way, and thinks there will be lots of bids with floors, caps, and percents.  He continued that he is still uncertain about how much structure the group could put around the process, and that he is concerned about how to treat them in the evaluation process.  Ms. Crockett stated that she agreed with Mr. Love about the floors and caps, because of the increasing number of financial companies in the market.  Ms. McCain stated that she is concerned with meeting her legal requirements within the allocated time.  Mr. Love stated that he too will need legal review of these index-based releases to ensure that the process was not unduly discriminative and within FERC policy.  Mr. Novak stated that he believes many of the deals will be done month-to-month and bidding should not be an issue.  He added that that the releasing shipper will pick the methodology and their choice will factor into the complexity and extent of the legal review.  Mr. Novak suggested requiring that the releasing shipper provides a spreadsheet to the pipeline to do the analysis.  
Mr. Novak continued to review his work paper and proposed standards for the group.  Mr. Shepard commented that he thinks some of the standards, specifically proposed 5.3.x3, 5.3x4, and 5.3.x5 drill down to deep, and that the group does not need to get this detailed.  Mr. Novak responded that his language could use some work, but that if the group isn’t detailed things could be left ambiguous.  Mr. Shepard stated that he thinks that things need to be clear between the TSP and the releasing shipper. Outside of that, they should not be involved in the complex methods of analysis.  Mr. Spangler stated that a releaser or a shipper will go through the process in an unexpected manner and that it is good for the group to discuss this stuff now.  Mr. Shepard reiterated that he believes the group should only be providing a skeleton process, and allow the TSP and the releasing shipper to get more detailed.
Mr. Novak stated that for market-based rates it is more complicated.  He explained that for traditional capacity release, the minimum rate is zero and the maximum rate is the recourse rate in the tariff.  For market-based releases, the minimum rate is zero and the maximum rate is the contract rate.  With formulas, the intention of the releasing shipper is for a positive rate, but it can be calculated to be a negative.  Also, it can’t be above the maximum rate.  If the formula is an average, the individual day could be negative but the average for the month is greater than zero, so that could be okay.  That is why it is critical for the releasing shipper to say how the formula should be used to evaluate the bids.  

Mr. Novak proceeded to review the examples provided in his work paper.  A participant asked how someone will know when the bids exceed max rate.  Mr. Novak responded that it would be the TSP’s call.  The TSP would look at the formula and plug in a number and determine if it is above the max rate.  A participant suggested focusing on the highest range rather than the highest rate.  Mr. Novak stated that there will be mistakes and the group needs to give the pipelines safe harbor.  Mr. Love stated that in most cases the actual index price will be unknown at the time the capacity is awarded.  Mr. Rudd stated that there could be problems in specifying the use of the current day’s price in the bid evaluation, because the price will not be known until the next day.  Mr. Novak stated that it is something the releasing shipper will have to take into account when creating the formula. 
Mr. Griffith commented that in this semi-academic environment the concept seems good, but in reality offers and bids are submitted via EDI at the top of the hour.  Doing this in real time and implementing the process could be very difficult, and needs to be taken into account.

Mr. Novak stated that he would like to see some modifications proposed.  He also stated that he liked Mr. Shepard’s comments about keeping this simple and would like to do this on a more traditional basis.  He noted that he also had put something together related to billing. 

Mr. Griffith noted that the group had mentioned the use of a spreadsheet, and stated that he would like to have discussion on how those would be used.  Mr. Spangler responded that it is terribly difficult to manage a spreadsheet, and there are issues with limited protection, bugs, and keeping the bids numeric.  Mr. Novak stated that Natural Gas Pipeline has it (the requirement for a spreadsheet) in their tariff and that is where he came up with it.  He also stated that he does not know how to do it in EDI.  Ms. D. Davis stated that she is unaware of how much capacity release is done via EDI, but suggested that the group consider eliminating the requirements for EDI for capacity release.  Mr. Novak agreed, but responded that to do so goes beyond the scope of index-based capacity releases issues laid out in this annual plan item.  He suggested that it could be given to the Executive Committee for the 2008 annual plan.
Mr. Novak stated that he would like to pass along some information about billing.  He stated that no matter who does the billing they are going to have to access the index prices.  He discussed the costs of getting data streams from the indices and discovered they are astronomical due to number of people that have to be licensed to view them.  He suggested the subcommittee invite the representative from Platts (publisher of Gas Daily index) to the upcoming meeting in Brooklyn, New York.  Ms. D. Davis asked Mr. Novak if in his discussions with the representative from Platts he discussed the general license proposal the group discussed at a previous meeting.  Mr. Novak replied that he tried but did not get very far.  Mr. Kardas suggested handling the matter the same as cash-outs.  Mr. Griffith stated that if a party wants to use an index not already noted in the pipeline’s tariff, that the releasing shipper should be responsible for the subscription price.

Mr. Griffith stated that he had one more item he would like to discuss if Mr. Novak was through with his presentation.  Mr. Griffith briefly went through his considerations for index-based release standardization.  These considerations can be found on the NAESB website as an attachment to these minutes.  In response to considerations posed by Mr. Griffith, Mr. Young stated that he is concerned that the group has gone too deep into the standards and could end up involving regular capacity releases.  
3. Next meeting for WGQ Annual Plan Items 7b and 7c
Ms. Van Pelt stated that moving forward with annual plan item 7a, the group should make counter-proposals or suggest modifications to Mr. Novak’s work paper during the next meeting.  The group briefly discussed canceling the meeting scheduled for October 30-31, 2007 so that the participants had more time to prepare proposals, but determined to hold the meeting as planned.

4. Adjournment
Ms. D. Davis made a motion to adjourn and Ms. Crockett seconded it.  The motion passed by consensus.
5. Attendance
	Name:
	Organization:
	October 9th 

	Mariam Arnaout
	American Gas Association
	Phone

	Pat Barry
	Northern Natural Gas
	Phone

	Jonathan Booe
	NAESB
	In Person

	Kelly Brooks
	Williston Basin
	Phone

	Kathryn Burch
	Spectra Energy Trans
	In Person 

	Christopher Burden
	Williams Gas Pipeline
	In Person

	Tina Burnett
	Boeing
	Phone

	Valerie Crockett
	TVA
	In Person

	Rae Davis
	Carolina Gas Transmission
	Phone

	Dale Davis
	Williams Gas Pipeline
	In Person

	Michael DiCarlo
	Williams Gas Pipeline
	In Person

	Mary Draemer
	Transwestern Pipeline
	In Person

	Pete Frost
	Conoco Phillips
	In Person

	Bill Griffith
	El Paso Natural Gas
	In Person

	Donna Gussow
	FPL
	Phone

	Brenda Horton
	Kern River Gas Transmission
	Phone

	Richard Ishikawa
	Southern California Gas Company
	Phone

	Joe Kardas
	National Fuel Supply
	In Person

	Iris King
	Dominion
	In Person

	Paul Love
	NGPL
	In Person

	Marcy McCain
	Spectra Energy Transmission
	Phone

	Becky Miller
	Dominion Trans Inc.
	In Person

	Sylvia Munson
	SunGard Energy
	In Person

	Mike Novak
	National Fuel Gas Distribution
	In Person

	Marjorie Perlman
	Energy East
	Phone

	Phil Precht
	Baltimore Gas and Electric
	Phone

	Denise Rager
	NAESB
	In Person

	Douglas Rudd
	New Jersey Natural Gas
	Phone

	Micki Schmitz
	Northern Natural Gas
	Phone

	Donna Scott
	Florida Gas Transmission
	In Person

	Mike Shepard
	Mewbourne Oil Company
	Phone

	Richard Smith
	Exxon Mobil
	In Person

	Leigh Spangler
	Latitude Technologies
	Phone

	Darren Taylor
	Calpine
	In Person

	Kim Van Pelt
	Panhandle Eastern Pipe Line
	In Person

	Karen Wei
	The Structure Group
	Phone

	Mark Wilke
	Trunkline Gas
	In Person

	Mary Wolosek
	Nicor Gas Company
	Phone

	Randy Young
	Boardwalk Pipelines
	In Person

	Omar Zakaria
	Williams Gas Pipeline
	In Person
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