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Re:
Question to BPS re Order Nos. 698 / 712 Implementation
The Joint NAESB WGQ Information Requirements / Technical Subcommittees are nearing completion of the proposed implementation for Order Nos. 698/ 712.  During the discussions, the following issues arose which need to be addressed by the WGQ Business Practices Subcommittee. 

Question 1 (from the Feb 3-4, 2009 meeting):

The proposed modifications to NAESB WGQ Standard No. 5.3.26 adopted at the February 21, 2008 NAESB WGQ BPS meeting result in the following:

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 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.

In an effort to be consistent with the proposed implementation, the Joint NAESB WGQ IR/Technical Subcommittees recommend that the standard be further modified as follows:

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

· Non-Index-based release – dollars and cents,

· Non-Index-based release – 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 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, except when the release is index-based for a term of one year or less or utilizes market-based rates.
Question 2 (from the March 3-5, 2009 meeting):

The proposed WGQ Standard No. 5.3.x2a and Proposed WGQ Definition No. 5.2.x1 adopted at the February 21, 2008 NAESB WGQ BPS explain how the Rate Floor operates.  If the transaction utilizes market-based rates and the Rate Floor is not provided, there is no TSP minimum reservation rate to be used as a default.  To rectify this issue it is recommended that the Rate Floor should always be provided (i.e. mandatory for index-based capacity release transactions).  Therefore, the WGQ IR/Technical Subcommittees recommend that Proposed Definition No. 5.2.x1 should be modified as follows:

Proposed WGQ Definition No. 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 or zero cents when there is no stated 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.
AND

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.

Question 3 (from August 19-21, 2008 meeting)

For the bidding on the IBR Differential Rate Floor - the issue is that it is not logical, though not currently prohibited, that someone would instruct that bids to be provided on the differential of the Rate Floor and allow the bids to result in a Rate Floor that is less than was presented in the offer.  Should there be a limitation on the bidding of the Differential of the Rate Floor to only be positive? This will impact the rate used for invoicing purposes pursuant to proposed NAESB WGQ Standard 5.3.x8 which states:

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.

