To:
WGQ BPS Chairs, WGQ Interpretations Subcommittee Chairs and WGQ EDM Subcommittee Chairs
From:
Dale Davis 

Date:
May 27, 2010
Subject: Capacity Release Re-design (2010 AP Item 3)
By memo dated May 5, 2010, the chairs of the IR/Technical Subcommittees identified a number of standards and interpretations that need modification as a result of the capacity release re-design effort.  Subsequent to the e-mail, it has been discovered that there is one error in the May 5, 2010 memo and 4 additional standards/interpretations that need to be modified as set forth below. 

· In the above referenced memo, NAESB WGQ Standard No. 5.3.34 (bottom of page 2) should be listed as NAESB WGQ Standard No. 5.3.43.
· The following standards and interpretations include the terminology “capacity release service provider.”  During the April 8, 2010 BPS conference call, it was agreed to modify the terminology ‘capacity release service provider’ to ‘Transportation Service Provider’ in NAESB WGQ Standard Nos. 5.3.13 and 5.3.14.  The above referenced May 5, 2010 memo makes corresponding changes to NAESB WGQ Standard Nos. 5.3.4, 5.3.10, 5.3.24, 5.3.62a, and 7.3.46.  It has been discovered that there are four additional standards that need this same change as reflected below:

· NAESB WGQ Standard No. 5.3.1,

· NAESB WGQ Standard No. 5.3.3,

· NAESB WGQ Standard No. 7.3.14, and 

· NAESB WGQ Standard No. 73.15

5.3.1
The capacity release timeline applies to all parties involved in the capacity release process 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

2)
for index-based capacity release transactions, the releasing shipper has provided the capacity release Transportation 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 Transportation Service Provider may complete the capacity release process on a different timeline if the offer includes unfamiliar or unclear terms and conditions (e.g. designation of an index not supported by the Transportation Service Provider).
5.3.3.
For the capacity release business process timing model, only the following methodologies are required to be supported by capacity release Transportation 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.
7.3.14
Please define each of the Bid Evaluation Methods that pipelines are required to accept.


Interpretation:


NAEBS WGQ Standard 5.3.3 provides that there be three standard methods of determining best bid. They are Highest Rate, Net Revenue, and Present Value.  The description of each of these methods is as follows:

:

:

:

(last paragraph)

The Interpretations Subcommittee recommends that a default discount rate be identified and that it be the rate used for refunds as specified by 18 CFR Section 154.501(d) be used when there is no specified discount rate in the tariff of the Capacity Release Transportation Service Provider.
7.3.15
Clarify the timeline for capacity release posting and award ‑ there are 3 known proposed implementations.

Interpretation:

With regard to the “1 year or less” release open season, NAESB WGQ Standard 5.3.2 states

“For biddable releases (1 year or less):

- Offers should be tendered by 12:00 p.m. on a Business Day;

- open season ends no later than 1:00 p.m. on a Business Day...”
The biddable release (one year or less) must be posted no later than 12:00 p.m. (noon) the day nominations are due.  This does not mean that an offer may only be posted the day nominations are due.  There is no maximum number of days, in advance of nominations being due, by which an offer must be posted.  At a minimum, an offer must be posted prior to 12:00 p.m. (noon).  The offer of release may be posted for a greater period of time.  If an offer is posted after 12:00 p.m. (noon) on a day, it must remain available for bid until no earlier than 1:00 p.m. the next day.  In this way all bidders may review the offer postings between a known hour and know that all of the biddable offers are available.  On what ever day an offer is posted, the open season must encompass at least the next occurrence of the hour between 12:00 p.m. (noon) and 1:00 p.m. central clock time.  Thus, the intent of NAESB WGQ Standard 5.3.2 is as follows:
a.)
….

b.)
….

c.)
….

d.)
….

e.)
there is no maximum bidding period other than the bidding on a particular offer of release can start no earlier than the time a particular offer of release is received and posted by the capacity release Transportation Service Provider;
f.)
….

g.)
….

(the remainder of the interpretation is unchanged)
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