Proposed Business Practice Standards for R04021

Pipeline-Generation Communications
The California Independent System Operator (CAISO) has reviewed NAESB’s initial Proposed Standards for R04021 that were developed at the February 9-10, 2005 WEQ/WGQ Energy Day Subcommittee meeting, and appreciates the opportunity to provide some comments to the process.  

The CAISO would like to focus its comments on the overall concept of R04021, and not necessarily in the specifics detailed in the February 9-10, 2005 document.  The CAISO wishes to raise the following concerns, hopefully early enough to allow NAESB to consider before moving too far into its development process.  

1. Regional diversity
.  NAESB should avoid rushing to resolve a narrow, regional emergency like that experienced by ISO New England Inc. (ISO-NE) during the January 14-16, 2004 Northeast “Cold Snap” by creating an unnecessary, inappropriate, “one-size-fits-all” national/international standard.  Emergencies in the electric industry are, for the most part, regional in nature, and it is CAISO’s belief that regional challenges are best resolved and managed on a regional basis.  

2. CAISO has already implemented an appropriate and successful business practice to improve communications, and foster effective information-sharing relationships with regional gas pipeline suppliers.  The CAISO practice is sufficiently flexible to allow it to adjust to changing conditions and different types of emergencies, such as cold weather, hot weather, earthquake damages, sabotage, and local constraints.  A nationwide Standard may not have this inherent flexibility and, as a result, could potentially interfere with the abilities of the CAISO, and others, to meet emergency conditions that fall outside of those specified in the Standard.  CAISO is very concerned that a national standard might undo a process that is working.

3. NERC has been intimately involved in studying ways to improve essential communications between the gas/electric industries since 2002 through NERC’s Gas/Electric Interdependency Task Force (GEITF).  GEITF has determined, among other things, that gas pipeline reliability could have a substantial impact the reliability of gas-fired electric generation.  CAISO is concerned that NERC and NAESB are in danger of duplicating efforts, and more importantly, CAISO is concerned that NAESB is venturing into NERC’s “territory” by attempting to create standards that are actually more aligned with reliability issues.  We believe that this proposed standard should be submitted to the JIC for discussion. 

1.
Regional diversity:

The impact of the January 14-16, 2004 Northeast “Cold Snap” has clearly demonstrated that inadequate communications during critical times can have a detrimental impact on both the gas and electric industry.  CAISO applauds ISO-NE and others for their response to the emergency and the subsequent creation of the “Cold Weather Event Operations” procedures.  The ISO-NE response is an excellent example of parties cooperating to achieve necessary coordination.  More germane to this discussion, however, the ISO-NE response is an excellent example of regional entities finding a regional response to a regional crisis.  This reinforces CAISO’s belief that regional entities are best suited to create “tailor-made” solutions for regional problems.  

The conditions that triggered this response were extreme, well outside normal, winter conditions.  The Northeast “Cold Snap” is a hardly a commonly occurring event, and it is unlikely that this event, and its impact, could be duplicated in other parts of the nation.  Put in perspective, this was an extreme regional event that had a significant impact on a small portion of the country.

The West is hardly immune to cold weather conditions, but it must be recognized that if a severe “cold snap” like the Northeast example occurred somewhere in the western US, it would not have the same impact as it did the Northeast.  Extremely high-density population areas in the west, such as the Los Angeles basin and the San Francisco Bay areas, are simply not subject to the extreme cold temperatures seen in the Northeast.  The heavily populated areas in the West that do have the potential to experience extreme cold weather conditions, such as Seattle and Portland, are sufficiently distant from the California load centers that the likelihood of a coincidental extreme “cold snap” having a significant impact on the entire western region (including the gas pipeline system) should be considered highly remote. With this in mind, CAISO does not believe that it is appropriate to create a single, nationwide standard that is responding to an extreme weather conditions in the Northeast US, when the impact of similar conditions in the West (and probably other parts of the country) are considered highly unlikely. 

With respect to gas fuel deliveries, California (and, indeed, most of the Western Interconnection) receives its gas imports on 5 separate interstate pipelines from 5 major out-of state supply sources, i.e. Permian Basin, San Juan Basin, the Rocky Mountains basins (Wyoming/Idaho), and Western Canada, plus the various in-state supplies.  Although it cannot be considered impervious to gas supply or interstate or intrastate pipeline constraints, California’s gas fuel delivery system stands in sharp contrast to the Northeast US that has few pipelines converging on a large load center. Clearly, situations and conditions in the West are not the same as those in the Northeast.  Geography, meteorology, gas pipeline availability and diversity, generator resource mix, and load patterns are considerably different.  Critical issues that impact one part of the country do not necessarily translate well to forecast impending doom in another part of the country.  It would follow that creation of a single, nationwide standard is not the most appropriate response.  Rather, NAESB needs to recognize that each Regional Reliability Council has unique characteristics that require specific regional understanding to evaluate the impact of fuel transportation interruptions on electric system reliability before attempting to develop and implement a national standard. 

2:  CAISO has already established an appropriate working relationship with regional gas fuel pipeline suppliers:

The CAISO has long recognized a need for improved communications with gas transportation providers and generating plants, especially at times when gas supplies are uncertain and, as a result, generating plant capability is jeopardized.  Like all ISOs, RTOs and Balancing Authorities, CAISO has established numerous emergency procedures and practices for implementation during times of electric system generating capacity shortage – whether that shortage is caused by generator mechanical failure, or fuel shortages.  The CAISO has faced numerous electric system reliability challenges since its inception in 1998, among which has been questions of regional gas fuel availability, and even gas fuel deliverability to specific locations within California.  Learning from these types of challenges, the CAISO has already established an effective communications practice with the major gas pipeline providers that serve most of the generators in California.  With the protection of non-disclosure agreements
, CAISO routinely exchanges non-market sensitive data with gas pipeline operations.  Whenever either party sees unusual changes from forecasts, the parties will increase the level of communications.  The CAISO does not want to see duplication of its efforts, nor does it wish to see NAESB negate its good works by institutionalizing a less-appropriate standard that may, or may not be applicable to this region.  CAISO has already established an appropriate level of inter-industry communication – and, most importantly, it is working! 

3.  Duplication of NERC effort:

The CAISO is concerned that NERC and NAESB may be duplicating their effort, and to some degree, that NAESB is beginning to encroach upon reliability issues.  In October 2002, the NERC Board of Trustees directed the Planning Committee to create a Gas/Electricity Interdependency Task Force (GEITF) to address the reliability concerns associated with the electric industry’s increasing dependence on natural gas for electricity generation.  GEITF’s primary goal was to determine the interdependency relationship between gas pipeline system operations and planning, and electric generation operations and planning.  The GEITF was formed in January 2003 and published its “Gas/Electric Interdependencies and Recommendations” report in June 2004
.  Among the recommendations it its report, GEITF said that NERC reliability coordinators, or their delegates, should develop regular, real-time communications with gas pipeline operators concerning conditions that could impact either party. As noted above, the CAISO has already established a process to maintain an excellent working relationship with the western region gas transportation providers.  The GEITF has indicated that it considered the communication practice between CAISO and gas pipeline providers as a “model” for others to modify to suit their needs.  

NERC is focused on the “reliability” aspect of fuel delivery.  In its “Gas/Electric Interdependencies and Recommendations”, GEITF recognized that gas pipeline reliability can substantially impact electric generation reliability, and conversely, that electric system reliability can have a significant impact on gas pipeline operations.  NERC is also focusing on situations where gas fuel is essential to the reliable operation of gas-fired generating plants and, as a result, the reliable operation of the electric grid.  Pipeline reliability is a key element in ensuring electric system reliability.  NERC has indicated its concern about gas pipeline outages that have the potential to impact generating stations, which, in turn, would have a significantly impact electric system reliability
.  To further this thought, NERC is currently in the process of creating a Standards Authorization Request (SAR) to incorporate fuel supply adequacy as part of its Resource Adequacy Standard.  Clearly, NERC recognizes that reliable fuel delivery is of paramount importance to electric system integrity, and plans to include analysis of fuel infrastructure that could adversely impact the reliability of the electric grid in the NERC planning standards.

Conclusion:

There is sufficient diversity between the various NERC Regional Reliability Councils in terms of climate, peak demand timing, market conditions, geographical separation of major load centers, the network of gas pipelines that serve the region, fuel diversity, and generating resource mix that would make a single, nation-wide standard impractical and inappropriate.  Regional challenges should be resolved by the impacted regions, and not by a one-size-fits-all national standard.  Additionally, the CAISO has already established an appropriate level of dialogue with the regional gas transportation provider.  This practice is working very well and satisfies the information needs of all parties involved.  Finally, CAISO has concerns about NERC and NAESB duplicating efforts and even crossing paths.  CAISO has no concerns with NAESB creating standards to improve communications between power plant operators and gas pipeline operators
, especially as it applies to education, short-term planning and local emergency response, but communications that need to occur between pipeline operators and the reliability authorities, such as RTOs, ISOs and Balancing Authorities concerning the reliability of fuel delivery to gas-fired generators falls under the purview of NERC.  CAISO believes that this proposed Standard should be forwarded to the JIC for their review.  Further, the CAISO strongly urges NAESB to consult with, and coordinate activities with NERC before pursuing any standard that include communications between gas pipeline providers and electric system reliability authorities. 

� NAESB efforts (so far) have been to create nationwide standards.  As a result, NAESB has often ignored comments urging them to recognize appropriate regional differences, procedures, and practices. 


� CAISO cautions against establishing any standard that require sharing information with outside entities that could be considered confidential and proprietary market information without having appropriate confidentiality agreements in place. 


� NERC Gas/Electric Interdependencies and Recommendations prepared by the Gas/Electric Interdependency Task Force of the NERC Planning Committee, June 15, 2004


� NERC has voiced its concern about critical gas pipeline outages that will need to take place as a result of the Pipeline Integrity Management rule that requires inspection to insure the integrity of every major gas pipeline over the next 10 years.  Pipeline outages must be coordinated in a timely manner with ISOs, RTOs and BAs in order to ensure the reliable operation of electric generation, and thus, the reliability of the electric system.


� CAISO encourages and supports NAESB’s efforts to pursue R04021 as it applies to improving necessary communications between pipelines and power plants.





