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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

Via email and posting

TO:
Wholesale Gas Quadrant Business Practices Subcommittee, Wholesale Electric Quadrant Business Practices Subcommittee, and Interested Parties
FROM:
Laura B. Kennedy, Meeting/Project Manager
RE:
Problem Statements and Proposals from Energy Day meeting on January 24-25, 2005
DATE:
March 14, 2005
The following is a compilation of the problem statement definitions and straw man proposals presented at the January 24-25, 2005 Energy Day meeting.

	Problem Statement
	Proposal

	Collaborative #1

	· The Collaborative #1 did not know whether the problem statement as written was "significant" enough to warrant a Standard Energy Day.
· The current “Gas Day” divides all of the following:

· The “electric flow day” for all 4 North American time zones and all RTOs with established next day markets

· Daily Firm transmission products for all transmission providers

· The most liquidly traded “On Peak” electric trading products for both the Eastern and Western Interconnections

· The “on peak” period for Summer and (especially) Winter load profiles

· Nomination cycles are not well coordinated with RTO market timelines.

· Intraday nomination cycles provide limited benefit for intraday usage – especially with respect to committing peaking units.

· Transmission product seams issues exist when scheduling electricity between time zones.


	The Collaborative #1 only supported the Standard Energy Day as proposed IF it was determined that a Standard Energy Day was actually needed.
“As Requested” Standard Energy Day:

For Wholesale Electric Quadrant:

· All Transmission Providers shall be required to offer products that are consistent with the standard energy day.

· Reservation timetables may need to be modified to be consistent with the standard energy day.

· This should be a follow-up activity via R04020.

· Eastern time zone Transmission Providers must offer a 1 a.m.-1 a.m. Daily Firm product.

· Mountain time zone Transmission Providers must offer an 11 p.m.-11 p.m. Daily Firm product.

· Pacific time zone Transmission Providers must offer a 10 p.m.-10 p.m. Daily Firm product.

· All RTOs shall settle next day markets and schedules based on the standard energy day.

· Timing of market clearing can remain unmodified or be standardized if appropriate.

· This should be a follow-up decision/activity via R04020.

· Products for Eastern and Western Interconnect remain unchanged, but are restated in terms of the standard energy day.

· Eastern

· On Peak:  6 a.m.-10 p.m. (i.e. HE7-22) CPT

· Off Peak:  12 a.m.-6 a.m. and 10 p.m-12 a.m. CPT

· Western

· On Peak:  8 a.m.-12 a.m. CPT (i.e. 6 a.m. 10 p.m. PPT)

· Off Peak:  12 a.m.-8 a.m. CPT

For Wholesale Gas Quadrant:

· All suppliers and pipelines shall change flows based on the SED

· Old: 9am, 5pm, 9pm

· New: 12am, 12pm, and 6pm

· “Straw Man” Gas Nominations as follows:

· Old:

· ND 1 (11:30am-5pm)

· ND 2 (6pm-10pm)

· ID 1 (10am-2pm) effective at 5pm

· ID 2 (5pm-9pm) effective at 9pm

· New:

· ND 1 (12pm-2:30pm)

· ND 2 (4pm-6:30pm)

· ND 3 (7:30pm-10pm)

· ID 1 (9:30am-12pm) effective at 12pm

· ID 2 (3:30pm-6pm) effective at 6pm

	Duke Energy and KeySpan Energy

	· Eliminate Split Peak for Gas Generation - begin Standard Energy Day during an off-peak period.

· Enhance communication and coordination across both gas and electric industries.

· Allow both industries to more closely match fuel deliveries with generation requirements.

· Alleviate the disconnect between gas and electric scheduling – R04020.


	The requested standard energy day of midnight to midnight central time and

· Changes to just the gas nomination cycle will not resolve electric scheduling concerns.

· Solution involves action by FERC and ISOs/RTOs to provide incentives to electric generators to contract for firm pipeline capacity.

· FERC should provide recovery of pipeline reservation charges in rates or through other mechanisms.

· ISOs/RTOs could provide dispatch priority or other preference for holders of firm capacity.

· Pipelines could design services to meet the needs of electric generation.



	Dominion

	· The real issue is the volumetric uncertainty for gas used in electric power generation that occurs as a result of the difference in the liquid trading period for physical natural gas and the time in which an electric power generator will have certainty about their market requirements.

· For example:

· Physical gas market is liquid typically between 7:30 a.m. CCT and 10 a.m. CCT.

· Someone looking to sell generation into PJM will typically not know their market requirements until 3 p.m. CCT and therefore will not know exactly how much gas they need to buy for that generation until this time.
	NAESB should focus its standard energy day efforts on Request R04021 Improving Communications between Pipelines and Generators.

· Better communication would help to prevent the Northeast issue from re-occurring, for example:

· Estimated burn rates by generators

· Expected curtailments by gas suppliers

· Real time changes in generator output

	National Fuel Gas Distribution

	· Develop a standard energy day that would: 

· Apply to both the electric and gas industries.

· Foster the coordination of scheduling between electric and gas.

· Allow both the electric and gas industries to more closely match fuel deliveries to generation requirements.

· Contain scheduling and gas flow timelines that also meet the needs of traditional gas customers.

· Continue to promote safe, reliable service and operations.


	· Change the Standard Gas Day (SGD) by 3 hours to begin at 6:00 a.m. Central Time (CT) and

· create a Standard Electric Day (SED) beginning at 6:00 a.m. CT (this would create a Standard Energy Day) or

· create a SED beginning at 1:00 a.m. CT. (this would create/retain individual commodity days with a standard offset as an alternative to a Standard Energy Day.)

· Develop a Standard requiring that the electric Day Ahead Market schedule should be issued in advance of the gas Timely Nomination Deadline, e.g. 10:00 AM CT.

· Create a “no-bump” Intraday 3 nomination cycle to the gas scheduling timeline providing a minimum 8 hours of flow and make corresponding modifications to capacity release/recall standards.

· Development of standards supporting the above three concepts should take place within each wholesale quadrant to the maximum possible extent, i.e. such development need not be a cross-quadrant activity.
· Suggests that Electric Industry investigate whether Day Ahead Scheduling process could be reconfigured to be similar to and coordinated with the gas timeline’s Timely and Evening Cycles, i.e. issue it twice.

	Consolidated Edison Company

	· Enough generators must have fuel to meet peak load.

· New England Cold Snap crisis heightened interest in Energy Day issue.

· Chairman Wood’s letter to NAESB asks for better gas-electric communication and coordination.
	· Approve R04021 to respond to immediate concerns.

· Create fuel diversity/security standards.

· Provide guidance to ad hoc working groups and task forces.

· Address fuel diversity standard locally through electric markets.

· Options include:

· Capacity market rules

· Interconnection requirements

· Reliability rules (e.g., NYC loss of gas supply rule, testing)

· Regulatory barriers (e.g., emissions restrictions)

	Pipeline Collaborative

	There are three primary issues related to the compatibility of the gas and electric industries’ business and accounting processes:

· Electric industry market timelines and accounting periods are not standardized across North America;

· There is a lack of coordination between the electric industry market timelines and accounting periods and the NAESB WGQ standardized natural gas market (scheduling) timelines and Gas Day; and

· The current Gas Day start/end times occur during some peak gas and electric load periods in some markets.


	The pipeline segment reviewed the criteria initially used by the Wholesale Gas Quadrant (as GISB) to create the standardized 9:00 a.m. to 9:00 a.m. Central Clock Time (CCT) gas day and found that these criteria were still appropriate for the evaluation of a standardized energy day.  Additionally, the scoping questions and interest items identified during the December 1-2, 2004, energy day meetings were also incorporated into the segment’s proposed energy day criteria.  These criteria include:  1)  a Standard 24-Hour period for North America; 2)  support for operational changes at the designated flow time(s) for maintaining reliability and safety, minimizing negative impacts to operational imbalances, and avoidance of critical operating conditions; 3)  support of operational efficiency, timely delivery of accurate information, avoidance of beginning at peak/transitional flow periods; 4) support scheduling timelines that permit coordination of scheduled quantities and market requirements, scheduling and trading during normal business hours, rescheduling opportunities to meet market requirements that were not scheduled initially as well as rescheduling opportunities to meet market requirements that change after initial scheduling; 5) minimization of costs (transitional and ongoing) and new administrative requirements; 6)  minimization of changes to existing NAESB standards; and 7)  broad support across Wholesale Gas and Wholesale Electric Quadrants and segments.
After evaluating the existing WGQ gas day and scheduling timelines combined with the Cold Weather electric timeline procedure developed by the New England ISO against these criteria, it was determined that a 9:00 a.m. to 9:00 a.m. CCT energy day fulfills all but the peak period issue.  Further, as long as electric generation requirements can be determined prior to the natural gas scheduling deadlines, different electric scheduling timelines could be supported in the various generation areas. 
When all criteria and concerns are considered, including safety and reliability, 9:00 a.m. CCT is still the appropriate start time for natural gas (gas day) and is recommended for the energy day, to the extent one is required.  For other strawman proposals to be considered as possible options to the 9:00 a.m. energy day, they should meet at least the same level of the specified criteria.  However, the parties supporting the pipeline collaborative proposal all believed that energy day start times occurring during night-time hours would increase safety, reliability and administrative problems.  Further, it was pointed out that the apparent differences in gas (by transportation contract right) and electric (by economic dispatch) scheduling priorities should be resolved as a basis for further work on an energy day and related scheduling timelines.

Establishing an energy day (including scheduling timelines) does not resolve gas scheduling issues related to the type of service (firm vs. interruptible), the types of service contracted by electric generators, or the feasibility of a given pipeline to offer additional services that might address electric generation requirements.  
The pipeline segment energy day proposal was supported by 19 pipelines, three producers and one LDC.

	NiSource

	The Standard Energy Day NAESB Request R04016 asserts the lack of a common energy day increases the risk for electric power generators by requiring them to take binding positions far in advance of the natural gas day.  Additional problems are too much time between nominations and actual daily requirements and the start of the natural gas day between some peak load periods.


	NiSource believes the status quo, a 9 AM (Central Time) Natural Gas Day and rolling Midnight Electric Days, is preferable to a Standard Energy Day.  NiSource believes some basic changes to electric industry timelines at this time could significantly improve communication and coordination between the natural gas and power generation industries.      

NiSource is supportive of new ways to increase coordination and communications between the natural gas and electric power generation industries.  Also, NiSource does not dispute that coordination and communication issues exist between these industries and that the existence of differing energy days creates discrepancies between the industries.  However, NiSource believes these issues can and are being addressed through the energy portfolio a gas user develops to serve its economic and operational needs and can be managed by contracting for a variety of competitive commodity and transportation-related services. 

NiSource believes some basic changes to electric industry timelines, such as assuring that natural gas-fired electric power generators in the day-ahead electricity market receive their requirements in sufficient time to make their timely natural gas nominations, will help improve gas-electric coordination.

NiSource’s Strawman Energy Day Proposal is to keep the status quo as it relates to the natural gas and electric days but includes some changes to current electric industry timelines.  These recommended timelines are similar to those planned by the New England ISO.

	PSEG and NJR

	In Standards Request R04016, KeySpan Utility Services and Duke Energy Gas Transmission jointly seek development of a North American standard Energy Day that would apply to both the natural gas and electric industries and would be set on a midnight to midnight central time model.  The intent of the proposal is to facilitate the coordination of scheduling between electric generation and natural gas deliveries; i.e., to allow the electric and gas industries to coordinate fuel deliveries with generation requirements.  However, it is not clear that any change to the electric or gas Energy Days will achieve the desired outcomes.  It appears likely that any beneficial results will be marginal at best, and will be significantly outweighed by the associated costs.  Therefore, the KeySpan-Duke proposal should not be adopted, and industry participants should instead be encouraged to pursue NAESB standards for the creation of better communications, and also to ensure that proper pricing signals are conveyed for the natural gas and electric markets.


	The New Jersey Companies support the coordination of the gas and electric industries whenever possible.

Creating a uniform energy day does not appear to be a goal consistent with the unique requirements of the electric or gas industries.

PSEG and NJR recommend adoption of the following three principles:

1. Maintain status quo for the North American natural gas and regional electric days.

2. Pursue enhanced communication standards under NAESB standard development R04021.
Develop an electric business practice standard to ensure electric industry prices can accurately reflect natural gas pricing.
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