Statement of The New Jersey Companies 

Comprised of
The PSEG Companies 
(PSEG Energy Resources & Trade LLC and PSEG Power LLC) 
And 
The NJR Companies 
(New Jersey Natural Gas Company and NJR Energy Services Company)
The New Jersey Companies have reviewed the various proposals (identified as S1 - S6) that have been posted for comments.  From the outset, it appears that many of the suggested Standards are discriminatory against all non-PPO classes of shippers and do not meaningfully address any reliability concerns.  In each case, special privileges and rights are to be conferred upon PPO customers alone.  No demonstration has been made that such discrimination is lawful, and as such, any such distinctions must be discarded.  Concerning proposal S6, this type of suggested standard more reasonably addresses the intent of RO4021 by stipulating criteria along with a communication strategy.

Furthermore, many of the proposals appear to seek to rely upon what amounts to interruptible transportation service to meet the needs of high priority electric requirements.  It does not appear to be prudent for such companies to seek to rely upon lower quality services in order to provide “reliable” service.  It is during those very times when power is most in demand that such underlying transportation is most likely to be interrupted.  Whether during the Cold Snap or at other times, the record must clearly show that gas is a proven and reliable fuel, and any “failure” on its part to be available is not at all due to gas or its infrastructure, but in fact is due to the failure of power generators to properly contract for the necessary services to assure the availability of pipeline services for their particular desired uses.
The New Jersey Companies note with concern that certain current discussions have clearly strayed beyond the scope of the original request in R04021.  There, the requesters clearly stated their desires to address operational issues of a daily nature.  In particular, there is no clearly stated desire to contemplate the introduction of hourly nominations, or to require alterations to pipeline tariffs to accommodate the desires of those unwilling to bear reservation charges to serve high priority requirements.


When the New Jersey Companies requested that the parties devote their attention to communication standards under R04021, it was based upon the good-faith expectation that discussions would indeed center on operational matters such as weather patterns, availability of equipment, forced and unforced outages, pipeline pressures and linepack, etc.  In particular, the New Jersey Companies desired to encourage the creation of procedures by which announcements of potential and actual emergencies could be efficiently transmitted among industry participants.


The New Jersey Companies continue to advocate just such discussions, but they also recognize that there are those who have elected to expand the definition of communications to include the advocacy of what has been variously called non-uniform flow rates and hourly nominations/timelines.  To achieve any such kind of standardization would be a daunting task under the best of circumstances.  To seek to accomplish any such rush to judgment in the accelerated time frame that has been established by the Chairman is impractical and perilous, especially since so few industry participants are in attendance, perhaps because of their understanding that the matters to be discussed are as outlined in R04021.  The New Jersey Companies continue to believe that the parties’ efforts would be better spent studying operational communications protocols.


The New Jersey Companies will however here respond to certain matters that have been raised.


Much has been made of the desire to see service provided at “non-uniform” hourly flow rates.  However, it is oversimplistic to lump all “non-uniform” services into one category.  On the one hand, certain traditional gas LDC customers of pipelines have always required service on something other than a uniform flow rate in order to serve their temperature-sensitive requirements.  Despite being non-uniform, these customers nevertheless exhibited use profiles that were highly predictable by the pipelines, thus enabling them to satisfy these traditional requirements.  These customers also use a portfolio of supply services, including both transportation and storage services, to balance load changes with supply availability.  Even when projected usage would vary from expected levels, the result would only be a modest change in gas requirements – the pipeline would know that gas would flow at some level approximating its projection.  Gas LDCs have traditionally subscribed to firm services that include payment for reservation charges for the kind of hourly flexibility that they require.


On the other hand, PPOs exhibit hourly requirements that are much less, and in many cases, not-at-all predictable.  Such services require dispatch based on economic conditions, which are much more difficult to model than operational requirements.  In addition, unlike traditional gas LDCs who would require modest, marginal adjustments to their requirements as the day unfolded, PPOs routinely whipsaw their pipelines between “full-on” and “full-off” requests, based on the sudden dictates of economic dispatch.  Thus, if PPO service requests are entirely unpredictable, and if service to them would require dramatic and erratic step-function responses (rather than marginal or gradual responses) by the pipeline, one would conclude that to offer such services would require a premium service offered at the true cost of providing such a premium service.  Yet, paradoxically, it is the PPOs who request that such services be granted to them at what would amount to be an interruptible basis, without proper cost treatment.  While the New Jersey Companies recognize that cost allocation may have no place in a NAESB forum, all must recognize that properly-designed services must underlie the flexibility that the PPOs would seek to gain.  No indications have yet been made that the PPOs are indeed willing to subscribe to such necessary services.  In fact, they seek to increase the already-existing subsidies provided by a TSP’s existing firm customers.

Because of the unique circumstances underlying each pipeline’s operational model, such discussions are best left to forums at the pipeline level.

Below, we provide specific reactions to Proposals S1 – S6.

                         Business Practices Subcommittee
WEQ/WGQ Energy Day Subcommittee

March 1-2, 2005

Proposed Standards

S1 

Transportation Service Provider (TSP) – Power Plant Operator (PPO) communications should supplement existing TSP scheduling processes and services.  Where the TSP supports non-uniform flow rate services, those services should be used by parties requiring non-uniform flow rates, and the TSP’s scheduling processes and non-uniform flow rate services should have priority over any quantities or flow rates requested and/or accepted in the TSP-PPO communication process.

The wording of this proposal is unclear.  This proposal is discriminatory if it suggests that generators should take priority over all other classes of customers. 

We agree with the proposition that generators should not take priority over all other classes of customers as it is discriminatory.  Any proposal must acknowledge and maintain the hourly flexibility inherent in the historical firm services required and relied upon by existing firm shippers such as LDCs. 

Although it does account for the current nomination scheduling practices, this standard suggests the institution of an additional free service for PPOs that could have adverse consequences for existing firm customers.  

S2

Pipeline-Power Plant Communications for Scheduled Flows

The power plant operator (PPO) and the Transportation Service Provider (TSP) should use the following communication procedures for locations at which the TSP allows non-uniform hourly flows: 

1)
Hourly operational flow communications should only indicate variations in hourly operational flow rates for previously scheduled quantities and should not include changes in daily scheduled quantities.

2)
A PPO should communicate to the TSP’s designated contact: 

a.
its initial hourly operational flow requirements for a gas day prior to the effective day of flow; 

b.
any changes to the hourly operational flow requirements that were previously provided to the TSP as soon as such changes are known.  

Such communication should include the applicable delivery location(s), the effective date and the forecasted operational flow quantity(s) by hour.

In the event of conflicts between this standard and the TSP’s existing tariff or general terms and conditions, the latter will prevail.

This proposal does not make clear that the TPS has every right to decline the requested supply.

S3

Pipeline-Power Plant Communications for Unscheduled Flows

Requests for gas delivery should use the established nomination schedule and practices.  Only under [unplanned situations when it is anticipated that system conditions may not meet NERC or regional reliability criteria] and the power plant operator (PPO) has contracted for services which allow for out-of-cycle nominations or no-notice flows should this procedure be used.  The PPO and the Transportation Service Provider (TSP) should use the following communication procedures for locations at which the TSP supports non-uniform hourly flows: 

1) Under no condition is a TSP required to proceed with the following process if the TSP cannot allow the gas flow.

2)  A PPO should communicate to the TSP’s designated contact its initial hourly operational flow requirements for gas flow needed outside of the existing timelines when a nomination is not in place.

3) The TSP should approve or deny the PPO’s specific request based on the TSP’s ability to allow gas flow without impacting existing, scheduled services or anticipated no-notice flows.

4) Any unscheduled quantity is nominated by the PPO at the next available nomination cycle.

5) Hourly operational flow communications should indicate variations in hourly operational flow rates.

Such communication should include the applicable delivery location(s), the effective date and the forecasted operational flow quantity(s) by hour.

In the event of conflicts between this standard and the TSP’s existing tariff or general terms and conditions, the latter will prevail.

Transporter will, on a non discriminatory basis, accept process and allow nominations to be scheduled between the standard nomination cycles if operating conditions so permit, such nominations can be confirmed and such nominations will not result in the interruption of gas previously scheduled.   Such nominations will be scheduled on a first come first serve basis.

This proposal is discriminatory. It suggests that generators should take priority over all other classes of customers. 

A definition of “unplanned” is required. The term “emergency” might be better suited in this case. Emergency is a term used by government and regulatory agencies, which is easily definable. Further, there exists tariff language that NAESB standards can draw upon where a shipper requesting service in a bona fide emergency situation can provide appropriate documentation in line with established standards.  

The terms of the contracts indicated at the start of the proposal must be better explained. IT or secondary service cannot in any circumstance be considered a reliable alternative to firm service. IT and secondary services are by their very nature susceptible to cuts. The pipelines/natural gas industry cannot be held responsible for PPO’s inability or refusal to hold firm contracts to reliably serve their needs. This standard suggests the institution of an additional free service that could have adverse consequences for existing firm customers.  

In support of point 3, it is important not to adversely impact either existing services flexibilities or the historical service provided to existing firm customers.

In the last paragraph of S3, does “non discriminatory” apply only to PPOs or to all customers? This would involve a tariff change and a change the way pipelines operate their business. This is not an issue that should be addressed by NAESB. One of the main concerns is this language virtually suggests the ability to nominate at will and basically sets up a first-come-first-serve priority.  PPOs should not be granted the right for hourly nominations and should be required to follow the standard nomination and scheduling timelines already currently in effect.  Such a change would also impact the way existing firm shippers would schedule their capacity in the timely nomination cycle in order to be assured their full MDQ quantities will be available.

The TSP should sequence scheduling by following its tariff approved scheduling protocol such as IT, secondary within path, secondary outside path, etc. 

S4
When the PPO identifies the need to schedule gas flow outside the standard nomination cycle(s), the PPO should immediately notify the TSP of that need and the [PPO and] TSP should [work together to] resolve the disposition of that need based upon the appropriate application of tariff requirements, business practices, or other similar provisions.

The terminology in this proposal is entirely too vague. 

This proposal would also result in discrimination among customers.

 The term “need” must be defined. Does the “need” for additional fuel arise from an emergency capacity situation or a miscalculated forecast or simply a desire to institute a 24-hour rolling nomination period?

S3A (Includes language from S3 and S4)

Pipeline-Power Plant Communications for Unscheduled Flows

Requests for gas delivery should use the established nomination schedule services and practices to the greatest extent possible. However, when the power plant operator (PPO) identifies the need to schedule gas flow outside the standard nomination cycle(s), the PPO should immediately notify the Transportation Service Provider (TSP) of that need and the [PPO and] TSP should [work together to] resolve the disposition of that need based upon the appropriate application of tariff requirements, business practices, or other similar provisions.  The power plant operator (PPO) and the Transportation Service Provider (TSP) should use the following communication procedures for locations at which the TSP supports non-uniform hourly flows: 
1) Under no condition is a TSP required to proceed with the following process if the TSP cannot allow the requested gas flow.

2) A PPO should communicate to the TSP’s designated contact its initial daily and hourly operational flow requirements for gas flow requirements that are determined to be outside of the existing timelines when the required quantities have not been scheduled.

3) The TSP should:

a. accept or deny the PPO’s specific request based on the TSP’s ability to allow gas flow based on conditions at the time of the request and without impacting existing, scheduled services or anticipated no-notice flows.

b. notify the PPO if a previously accepted gas flow request can no longer be supported.

c. handle imbalances created as a result of the acceptance of a request to flow unscheduled quantities pursuant to its tariff imbalance provisions.


4) Any unscheduled quantity is nominated by the PPO at the next available nomination cycle.

Such communication should include the applicable delivery location(s), the effective date, and the forecasted operational flow quantity(s) by hour.

In the event of conflicts between this standard and the TSP’s existing tariff or general terms and conditions, the latter will prevail.

In the first sentence, “to the greatest extent possible” must be removed. 

The phrase “appropriate application of tariff requirements, business practices, or other similar provisions” must be addressed here, too, as it is very vague. The phrase, “regarding scheduling including timely and intraday nomination cycles” should be added to this sentence.

S5 (?) (Could eventually be included in S3A)
The Transportation Service Provider (TSP) should, on a non-discriminatory basis, accept, process, and allow requests for unscheduled gas flows between the standard nomination cycles, if operating conditions permit such flow without interruption of previously scheduled quantities.   Such requests should be processed on a first-come first-serve basis.

This proposal is discriminatory as it does not address all classes of customers. 

It does not mention the TPS right of refusal. 

It does not stipulate that the nomination schedule is the primary means of requesting gas.

PPOs should be required to follow the standard nomination and scheduling timelines already currently in effect.  

Again, this does not address the reliability concerns of PPO customers holding only IT contracts. 

S6

Electric generator operators and gas system operators should establish regular communication procedures.  

· Electric generator operators and gas system operators should communicate at least weekly during the winter months.

· Communications should include a review of the conditions for the upcoming week, including but not limited to:

· Weather and temperature forecasts;

· Posted notices by pipeline operators;

· Equipment-related restrictions on gas supply; and

· Overall capacity requirements to serve electric load in the electric generator operator’s area.

During unanticipated extreme winter weather conditions, electric generator operators should have access to gas pipelines’ Electronic Bulletin Boards to check a generating unit’s availability.

During unanticipated extreme winter weather conditions, electric generator operators should have access to information on the service-level details (firm vs. interruptible) of gas pipeline contracts for gas-fired electric generating units.  

Electric generator operators should develop a seven (7) day Capacity Margin forecast each week based on the communications above, which includes an assessment of:

· notices issued by gas pipelines and the potential impact on gas unit availability; and

· weather forecast and the potential impact of Cold Weather Conditions (temperatures below zero) on gas unit availability.

Electric generator operators should develop a Cold Weather Conditions analysis based on the weekly Capacity Margin forecast and declare each day in coming week as: Cold Weather Watch, Cold Weather Warning, Cold Weather Event, or No Cold Weather Conditions.

· Electric generator operators should review and update the Cold Weather Conditions analysis daily.

Electric generator operators should complete an assessment of the weather conditions and electric generation capacity situation for the winter months, and if the effective temperature is less than or equal to Oº F, declare a:  

· Cold Weather Watch if the electric generation capacity margin is at least 1000 MW. 

· Cold Weather Warning if the electric generation capacity margin is below 1000 MW.

· Cold Weather Event if the electric generation capacity margin is below 0 MW requiring emergency actions to deal with a capacity deficiency.

In the event a Cold Weather Watch is declared, the electric generator operator will:

· post special notice to the electric generator operator’s website

· notify satellite control centers

· cancel Economic Outages if capacity margin drops below 1000 MW

· notify state regulators (utility commissions and air regulators)

In the event a Cold Weather Warning is declared, the electric generator operator will:

· request that dual-fuel units to take steps to switch to oil

· notify state regulators (utility commissions and air regulators)

· cancel Economic Outages

· alert demand response resources to prepare for activation if a capacity deficiency is declared

In the event a Cold Weather Event is declared, the electric generator operator will:

· shift the wholesale electric market timeline from 12 noon to 9 a.m. day prior to Operating Day

· complete a commitment analysis from 9 a.m. day prior to Operating Day

· provide notice of use to gas generation units that will be needed.  Notification will take place between 9:30 a.m. and 10 a.m. day prior to Operating Day

· complete a daily review of gas nominations to determine if gas units have confirmed gas supplies

· request that gas units with the capability to burn oil to switch to oil

· cancel Economic Outages

· notify state regulators (including air regulators), Electric & Gas Operations Committee, and market participants

· notify neighboring electric generator operators of potential capacity shortage

This type of proposal more closely addresses the intent of RO4021, and the request by FERC arising out of the New England Cold Snap to specifically address improving coordination during times of system stress, as it proposes criteria when the electrics may request service, and it stipulates a communication strategy.  
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