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RECOMMENDATION AS REVISED BY THE WGQ EXECUTIVE
COMMITTEE ON JUNE 25, 2008
NAESB WGQ 2007 Annual Plan Item 7a/

NAESB WGQ 2008 Annual Plan Item 4a

1.  RECOMMENDED ACTION:
EFFECT OF EC VOTE TO ACCEPT RECOMMENDED ACTION:

      Accept as requested


  X  Change to Existing Practice

      Accept as modified below


      Status Quo

      Decline

2.  TYPE OF MAINTENANCE

Per Request:




Per Recommendation:
      Initiation




      Initiation 

      Modification




  X  Modification

      Interpretation



      Interpretation

      Withdrawal




      Withdrawal

      Principle (x.1.z)



      Principle (x.1.z)

      Definition (x.2.z)



  X  Definition (x.2.z)

      Business Practice Standard (x.3.z)

  X  Business Practice Standard (x.3.z)

      Document (x.4.z)



      Document (x.4.z)

      Data Element (x.4.z)


      Data Element (x.4.z)

      Code Value (x.4.z)



      Code Value (x.4.z)

      X12 Implementation Guide


      X12 Implementation Guide

      Business Process Documentation

      Business Process Documentation

3.  RECOMMENDATION

SUMMARY:


Adopt the following modified standards and proposed defintions and standards for NAESB WGQ 2007 Annual Plan Item 7a:
Proposed Modified WGQ Standard No. 5.3.1

Proposed Modified WGQ Standard No. 5.3.3

Proposed Modified WGQ Standard No. 5.3.26
Proposed WGQ Definition No. 5.2.x1

Proposed WGQ Definition No. 5.2.x2

Proposed WGQ Standard No. 5.3.x1
Proposed WGQ Standard No. 5.3.x2
Proposed WGQ Standard No. 5.3.x2a
Proposed WGQ Standard No. 5.3.x3
Proposed WGQ Standard No. 5.3.x4
Proposed WGQ Standard No. 5.3.x6
Proposed WGQ Standard No. 5.3.x7 

Proposed WGQ Standard No. 5.3.x8 

Proposed WGQ Standard No. 5.3.x9 

Proposed WGQ Standard No. 5.3.x11
STANDARDS LANGUAGE:

Proposed Modified WGQ Standard No. 5.3.1

The Ccapacity Rrelease timeline is applicable applies to all parties involved in the Ccapacity Rrelease process; however, it is only applicable if provided that:

1)
 all information provided by the parties to the transaction is valid and the acquiring shipper has been determined to be credit worthy before the capacity release bid is tendered, and

2)
 for index-based capacity release transactions, the releasing shipper has provided the capacity release service provider with sufficient instructions to evaluate the corresponding bid(s) according to the timeline, and

3)
there are no special terms or conditions of the release.

Further, the capacity release service provider may complete the capacity release process on a different timeline if the offer includes unexpected requirements unfamiliar or unclear terms and conditions (e.g. designation of an index not supported by the Transportation Service Provider).

Proposed Modified WGQ Standard No. 5.3.3

For the capacity release business process timing model, only the following methodologies are required to be supported by capacity release service providers and provided to releasing shippers as choices from which they may select and, once chosen, should be used in determining the awards from the bid(s) submitted.  They are:  1) highest rate, 2) net revenue and 3) present value.  For index-based capacity release transactions, the releasing shipper should provide the necessary information and instructions to support the chosen methodology.  

Other choices of bid evaluation methodology (including other releasing shipper defined evaluation methodologies) can be accorded similar timeline evaluation treatment at the discretion of the capacity release service provider.  However, the capacity release service provider is not required to offer other choices or similar timeline treatment for other choices, nor, is the capacity release service provider held to the timeline should the releasing shipper elect another method of evaluation.

Proposed Modified WGQ Standard No. 5.3.26
The Rreleasing shipper has choice to should specify which one of the following methods is acceptable for bidding on a given capacity release offer: 

· dollars and cents,

· or percentsage of maximum 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.  Once the choice is made by the releasing shipper, the bids should comport with the choice.  The bids for the given capacity release offer should adhere to the method specified by the releasing shipper.  The bidder may bid the maximum reservation rate in the Transportation Service Provider’s tariff or general terms and conditions, if applicable, as an alternative to the method specified by the releasing shipper.

Proposed Definition 5.2.x1

For index-based capacity release transactions, Rate Floor is the term used to describe the lowest rate specified in the capacity release offer in dollars and cents that is acceptable to the releasing shipper. The Rate Floor may not be less than the Transportation Service Provider’s (TSP) minimum reservation rate. If a Rate Floor is not otherwise specified, the TSP’s minimum reservation rate should serve as the default value for the Rate Floor.

Proposed Definition 5.2.x2

For index-based capacity release transactions, Rate Default is the term used to describe the non-biddable rate specified in the capacity release offer to be used for invoicing purposes when the result of the index-based formula is unavailable or cannot be computed.  If a Rate Default is not otherwise specified, the Rate Floor should serve as the Rate Default.

Proposed WGQ Standard No. 5.3.x1

A Transportation Service Provider should support the upload of index-based capacity release offer and bid transactions exclusively via the use of NAESB WGQ EBB/EDM.  

Proposed WGQ Standard No. 5.3.x2

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 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.

Proposed WGQ Standard No. 5.3.x2a

For index-based capacity release transactions, the capacity release facilitator should support a Rate Floor to be specified by the releasing shipper in the capacity release offer.  

Proposed WGQ Standard No. 5.3.x3

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 reservation rate, as applicable, the TSP’s maximum 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.

Proposed WGQ Standard No. 5.3.x4 

For invoicing of volumetric index-based capacity release transactions, where the result of the formula detailed in the capacity release award is to be applied on a daily basis, if the calculated daily rate exceeds the Transportation Service Provider’s (TSP) applicable maximum reservation rate or is less than the Rate Floor specified in the capacity release award, the TSP’s maximum reservation rate or the Rate Floor, respectively, should apply.
Proposed WGQ Standard No. 5.3.x6 

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.  Further:
1.
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).  

2.
Upon request of a SR holding capacity that 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 to reflect the agreed upon results of that consultation.  All parties should act reasonably and in good faith in the review process.  The TSP should not unreasonably withhold agreement to such proposed changes.  Such review should occur no more frequently than annually. 

3.
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 such 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 license(s)/subscription(s) should, at a minimum be for the term of the initial release(s) that use such index references or until such index reference becomes generally supported by the TSP as referenced above.  These 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 their identity(ies) posted on the TSP’s Informational Postings Web site. 
4.
Regarding paragraphs 2 and 3 above, the TSP reserves the right, in its own discretion, to review any license(s)/subscription(s) that would legally bind the TSP and to evaluate the legal propriety of same as it pertains to the TSP.  The TSP may, with reasonable cause, require modification of the license(s)/subscription(s) to resolve its concerns relative to any license(s)/subscription(s) that would legally bind the TSP. 

5.
Each party involved in an index-based release activity assumes no liability for the use of price index information by other parties to the release.  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(s)/subscriptions(s) that may be required to use such price index reference.  
Proposed WGQ Standard No. 5.3.x7

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 Rate Default 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.

Proposed WGQ Standard No. 5.3.x8

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 Rate Default 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.

Proposed WGQ Standard No. 5.3.x9 

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 Rate Default.  The Rate Default cannot be less than the Rate Floor, if any.
Proposed WGQ Standard No. 5.3.x11

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).

4.  SUPPORTING DOCUMENTATION
a.  Description of Request:

WGQ 2007 Annual Plan Item 7a –

Respond to directives of FERC Order No. 698 issued 6-25-07, Docket Nos. RM05-5-001 and RM96-1-027 as related to the NAESB reports submitted in Docket No. RM05-28-000:
¶ 56 of Order No. 698: “… Under the Commission regulations, the releasing shipper is responsible for clearly setting out the terms and conditions of the release and that would include the means for implementing the formula rate.  This is also an issue on which NAESB can develop standards to ensure that such releases can be processed quickly and efficiently.” (emphasis added)

b.  Description of Recommendation:

Business Practices Subcommittee
See meeting minutes for the Business Practices Subcommittee as follows:
· 8/30-31/2007
· 09/18/2007

· 10/10/2007

· 10/31/2007

· 11/15/2007

· 12/04/2007

· 01/10/2008

· 02/08/2008

· 02/21/2008

· 03/12-13/2008

The final version of each standard was passed without opposition.

c.  Business Purpose:

d.  Commentary/Rationale of Subcommittee(s)/Task Force(s):
3
7
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