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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

February 26, 2008
TO:
NAESB Wholesale Gas and Electric Quadrants and all Interested Industry Participants 

FROM:

Jonathan Booe, NAESB Project/Meeting Manager
RE:
Draft Minutes from the WGQ Business Practice Subcommittee – Order 698 Meeting – February 26-27, 2008
NORTH AMERICAN ENERGY STANDARDS BOARD

WGQ Business Practice Subcommittee Order 698
Hosted by PSEG – Newark, New Jersey
February 26, 2008 – 10:00 AM to 5:00 PM Eastern
February 27, 2008 – 10:00 AM to 2 PM Eastern
Draft Minutes

1. Administrative 

Ms. Van Pelt welcomed the attendees and thanked PSEG for hosting the meeting.  Mr. Booe reviewed the antitrust guidelines.  All of the participants in attendance and on the phone introduced themselves.  Ms. Van Pelt reviewed the agenda.  Ms. Davis suggested postponing the adoption of the January 9-10, 2008 and February 8, 2008 meeting minutes until the next Order 698 meeting, as they were not posted prior to the meeting.  Ms. Davis moved to adopt agenda as revised and Mr. Kjowski seconded the motion.  The motion passed without opposition.  Ms. Van Pelt reviewed the December 4, 2008 and December 5, 2008 meeting minutes as revised by Ms. Davis.  Ms. Daly suggested a few modifications to the December 5, 2008 meeting minutes.  Ms. Davis moved to adopt the December 4, 2008 and December 5, 2008 meeting minutes as revised.  Ms. Daly seconded the motions and the motions passed without opposition.  The final minutes for the December 4, 2008 and December 5, 2008 can be accessed by following the links provided.
2. Annual Plan Item 7c (Nomination Timeline)
Ms. Van Pelt acknowledged the large number of comments that were submitted in response to Annual Plan Item 7c and thanked the commentors for their participation.  
New Jersey Natural Gas Comments

The participants reviewed the comments submitted by New Jersey Natural Gas in response to the APS proposal.  Mr. Rudd reviewed the comments and stated that the purpose of the work paper was to note some observations and concerns with the APS proposal.  He stated that he prefers to maintain the status quo as the costs of the proposal outweigh the benefits and that APS has oversimplified the current process.
Ms. Daly asked Mr. Rudd to elaborate on his statement that firm service cannot be guaranteed after the Timely Nomination Cycle.  Mr. Rudd explained his statement and additional discussion ensued noting that a shipper could be sealed or if secondary firm nominations have been scheduled in the Timely Cycle, then a shipper could be unable to increase quantity intraday.  Ms. Daly stated that on the APS system, the only time they cannot get firm service is if there is a force majeure event.  The participants discussed the different types of capacity (primary firm, secondary firm and interruptible)  and how they would work within the APS proposal.  Ms. Crockett reminded the participants that one of the overreaching goals was to bring more value to firm transportation.
Mr. Griffith stated that making the timely cycle any earlier in the morning would be extremely burdensome on the west coast, and would present some staffing issues industry wide because the dispatchers and schedulers are not available outside of the times in the current gas day.  Mr. Petersen stated that PE&G currently has staff there 24 hours a day and scheduling staff 14 hours a day, so anything that will require more staff is going to give PE&G pause.  Mr. Gross stated that he is mostly concerned with the compressed cycles and the safety issues.
Ms. Daly stated, in response to Mr. Griffith, that even though the producers are currently not available at off hours, they would be if the market changed.  She noted that times are changing and with the new focuses on climate change and conservation what occurs today may not be the same in the future.  She stated that the justifications have changed since the first intraday cycles were created and that technology has improved drastically since that time.  

Mr. Smith stated that some of the more active NAESB producers convened and did not see the benefit to the TVA and APS proposal as it is outlined.  Mr. Ishikawa stated that he agrees with the statements made by Mr. Griffith and Mr. Rudd and that if NAESB adopted the APS proposal he would see pressure from his customers to offer the extra cycles that currently is not staffed.  Mr. Glaubitz noted that he only buys firm pipeline space and, for the reasons outlined by Mr. Rudd, opposes the APS proposal
KeySpan/National Grid Comments
Next, Mr. Novak presented the KeySpan/National Grid comments.  He stated that LDCs positions on the APS proposal were varied, but that KeySpan is the most supportive.  He also noted that the downstream retail choice program participants’ would like to make no changes at all to the current timeline.  Mr. Novak stated that if the entire industry went automated, cutting back on the time to correct mistakes, the processing and evaluation time could be minimized.  He also suggested that an option would be to structure the standard so that the new timeline is used only by consensus, similar to the “opt in/opt out” proposal.  Mr. Love stated that he still does not think the removal of the “lesser of” rule is an option, and does not believe the proposal would work for decreases.  Mr. Rudd asked how a participant could “opt out” of a national timeline.  Mr. Novak responded that the subcommittee is open to make any type of rule they wish.  Mr. Griffith stated that he does not know how the proposal could work when there is more than one nomination and acceptance system.  Mr. Novak that stated that it works today in the various services offered.
Pipeline Proposal
Ms. Burch presented the Pipeline Proposal and opened the floor for questions.  Mr. Young stated that he would like to request a change to the intraday 1 cycle making it 16 hours of flow to accommodate the pipelines that allow for 24 hours of volume over 16 hours.  Ms. Crockett stated that she appreciates that an alternative was created and thinks that the tweaks would help the west coast, but does not think the morning cycle really brings any value without a morning flow.  Mr. Burch stated that she created the intraday 2 cycle to address the TVA issue and created the early morning cycle to help those that find out their entire day has been changed in the morning.  Ms. Daly stated that the intraday 1 cycle is a move in the right direction even though APS was looking for a cycle later in the day between 4 pm and 6 pm.
Mr. Kardas stated that he believes the real issue is bumping even though the group insists on focusing on the addition of cycles.  Ms. Daly stated that the last cycle must be no bump and that adding another cycle provides a late day bumping cycle within the confines of the Commission guidelines.  Mr. Gross suggested that the group consider requiring to address the issues.  Ms. Davis responded that NAESB is not in a position to standardize services.  Mr. Gwilliam stated that he does not support the pipeline proposal because most of his customers do not want to absorb the costs of accommodating a few customers who are interested in changing the timeline.  Mr. Novak asked the pipelines if the 3 hours of early morning flow requested by TVA could be added to the proposal.  Mr. Love stated that he could not support such a change.  The group discussed if adding the flow requested by TVA would be operationally feasible, but consensus was not reached.
El Paso Proposal
Mr. Griffith presented the El Paso 12 PM and 1PM Gas Day proposals.  He stated that while creating the proposals he tried to address certain goals the subcommittee discussed when the process began, such as: offering timely and intraday nomination cycles later in the day; keeping normal business hours for normal business processes; accommodating both peak periods of the day; promoting reasonable gas deadlines; and not increasing the staffing costs.  He noted that the proposals do not provide the early morning flow desired by some parties, but do add some flexibility into the current gas day.  
Mr. Novak stated that the proposal is moving in the wrong direction, and that the gas day should begin earlier rather than later in order to accommodate weather variations.  Ms. Davis noted that moving the gas day 3 hours in the other direction would start the gas day at 4 am on the west coast. 

Mr. Griffith reviewed the modified times and noted that the proposals allow parties to make regular business hour changes.  He stated that he prefers the 1 PM proposal because it offers a 7 am flow change opportunity.  Mr. Petersen stated that the group should consider how the proposed gas day will impact the financial market.  Mr. Griffith agreed and stated that none of the proposals are perfect but should be evaluated by the value they add.  Mr. Love stated that if the group determines to move forward with the proposed changes to the current timeline that Standard time should be used.  Ms. Van Pelt agreed.
Mr. Oberski, speaking on behalf of the electric industry, stated that he appreciates the proposal and the idea of changing the gas day to include the electric peaks in a single day.  In response to the time zone issues, Mr. Oberski noted that the electric industry has avoided that concern through the geographical market divisions.  Mr. Smith stated that based upon his operational background in production, he knows that other operators in production will oppose this type of change.
Ms. Van Pelt stated that it might be beneficial for the electric side to look at the proposed gas day and consider standardizing their side as well.  Mr. Oberski responded that due to the differences in the physicality of gas and electricity, the benefits of standardization are much greater on the gas side.  Mr. Gwilliam stated that his personal vision is to see a day and a half market on the electric side involving the sources participation.  
Mr. Oberski stated that while the El Paso proposal does not “fix” the problem it is a step in the right direction.  Mr. Kardas asked Mr. Oberski to explain the ideal relationship between the electric and gas markets from an electric participant’s point of view.  Mr. Oberski explained that the electric market is not settled until 4 PM the day before due to weather predictions, and that he would like the opportunity to nominate and make changes in a timely cycle after 4 PM to prepare for the next days market.  In that situation he would actually be buying gas that he knows he will need.  Mr. Gwilliam asked why the electric side could not set their market earlier rather than asking the gas side to change.  Mr. Oberski responded that the electric market is hard to modify because it is so dependant on weather. 
Ms. Daly noted that the scenario discussed by Mr. Oberski ties into the intraday 2 cycle that she has proposed and addresses the next day electric flow.  Mr. Glaubitz stated that those on the west coast do not have the same problems the group is describing because they buy firm capacity, they have storage and PG&E provides monthly balancing.  Ms. Daly stated that APS, who is also in the west, has only one unique pipeline and that there are no storage services available.  Mr. Novak noted that NAESB cannot standardize services.
Ms. Daly stated that APS cannot support the El Paso proposal because it will require every hourly contract to be restructured.  She suggested that the group consider a 3 region gas day similar to the structure on the electric side.  Mr. Love stated that he has a single pipeline that would span three regions, depending on the division.  Ms. Davis stated that the group has avoided regional variations since the beginning and that the issue has already been discussed.  Mr. Novak stated that with a single split down the middle there would not be a need to destroy the current timeline and that the group could address the issues that would be presented by those affected by the split.  Mr. Griffith stated that the idea would work well on the fringes but would cause problems for marketers and interstate operators.  
Mr. Oberski stated that he has heard a lot from people about what they cannot do, but would like to hear what they can do.  He solicited the group for their timeline “must haves”.  Ms. Davis stated that the pipelines went through this process when developing their work paper.  She suggested starting with the pipeline proposal and modifying the times.  Mr. Petersen stated that modifying the timeline is a pointless exercise unless the group addresses the late day bump cycle as requested by APS and the various state commissions.  Mr. Connor asked if the bumping restriction of the last cycle applied to IT or to secondary firm as well.  Ms. Van Pelt responded that it applies to IT and secondary firm.  Ms. Daly stated, in response to Mr. Petersen, that the group was charged with working within the constraints of current FERC policy, meaning that the last cycle of the day must be no bump.  She continued, that the APS and TVA proposal is not an extreme version of what they both wanted, but a compromised timeline they believe is reasonable.
Mr. Kardas suggested adding another cycle after the current intraday 2 cycle so that the current intraday 2 cycle could be made no bump.  Ms. Van Pelt stated that she does not support jamming in an extra cycle for the sole purpose of keeping FERC policy.  Ms. Daly stated that the nomination is what is important to her rather than the actual flow time.  Mr. Thompson stated that he has learned a lot during the meeting about the constraints that pipelines face and how their processes are still largely manual.  He stated that among dispatching and other issues, one of his largest problems is getting storage across multiple pipes.  He suggested that the group make recommendations to the FERC that pipelines create a new hourly service which allows for the delivery of 3rd party storage.  Mr. Gray stated that he supports the TVA and APS proposal and hopes the group can resolve their issues in a timely manner.
Return to the Pipeline Proposal

Next, the participants returned to the pipeline proposal and discussed shifting the times to better address the industry’s needs.  Mr. Oberski asked if it would be possible to move the intraday 2 cycle to a later time.  Ms. Davis responded that it could not be pushed back any later because of the need to communicate with marketers and other pipelines who are not staffed at later times.  Ms. Van Pelt echoed Ms. Davis’ comment.  Mr. Oberski stated that if the gas side could consider pushing the intraday 1 cycle back further he could lobby for the ISOs and RTOs to close the electric market earlier to provide better coordination.  Ms. Davis noted that generators are not the only customers that the pipelines service.
Mr. Novak asked if there was any more room for movement in the pipelines proposal.  Mr. Love stated that the bottom line is that he could not support moving the intraday 1 cycle any later than 2 pm.  Ms. Daly asked if 2:30 pm would still be workable.  Ms. Crockett noted that moving the intraday 1 cycle to 2:30 pm still does not address the morning cycle issue many end users are facing.  Ms. Pennock stated that SRP faces the same issue as TVA and supports the TVA and APS proposal, but would also like to consider a fifth cycle late in the day that would allow SRP to access storage.
Mr. Smith stated that the increased hours and staff needed to extend the gas day should be a major consideration for everyone moving forward with the proposals.  He also stated that it seems as though the group is attempting to cater to a few at the cost of the rest of the industry.  Ms. Daly responded that adding staff is relatively inexpensive and that APS recently added a staff member so that a person would be available 24 hours a day.  She also stated that the issues the group is trying to address are going to continue to be present as the natural gas dependent electric generation market continues to grow.
Mr. Novak suggested putting a statement together for the WEQ Executive Committee (EC) that asked the electric side to settle the day before the last nomination cycle.  Mr. Oberski responded that the issue is more of a FERC and ISO issue than a NAESB issue.  Mr. Smith noted that there is currently an Order in which the ISO’s stated that there is not a need to change the current electric market.  Mr. Oberski responded that since the time the Order was issued and the proceeding was terminated, the state commissioners and other industry participants have become involved.  Ms. Crockett noted that the Order addresses only the 6 organized markets.  Mr. Love stated, in response to Ms. Daly, that the interstate pipelines are also staffed 24 hours a day 7 days a week but the producers, marketers, and rest of the world involved in the nomination and confirmation process are not available.  Mr. Rudd asked why Dominion has not requested that the ISOs and RTOs settle the electric day sooner.  Mr. Oberski responded that Dominion is only 1 of the 400 members of PJM and that it would be easier to get generators on board with the change if there was first some movement on the gas side.
Ms. Daly stated, in response to Mr. Novak’s suggestion, that she would not want stifle the group’s progress while waiting on an answer from the WEQ EC.  She also stated that she supports SRP’s request to add a late day cycle to access storage.  Ms. Davis stated that bumping could be an issue with the addition of a cycle for storage.
Mr. Novak stated that he believes that if the market becomes available, staffing for 24 hours a day will not be problem for anyone.

3. Next Steps for Annual Plan Item 7c (Nomination Timeline)
Mr. Oberski suggested that the participants exchange proposals and modify the other sides proposal so that it reflects the “must haves” for the next meeting in Colorado.  Ms. Van Pelt stated that the pipelines went through that process with the APS proposal when creating the pipeline proposal.  Mr. Oberski asked if the pipeline proposal was their last and final offer.  Ms. Van Pelt and Ms. Davis responded that it was not.  Mr. Rudd stated that a good case for the status quo is that the group has been unable to come to a consensus.  Ms. Daly noted that the group has only addressed the issue for a few months and that since the last meeting many new industry participants have become involved.  The participants agreed to continue discussion at the next meeting in Colorado Springs on March 12-13, 2008.  Ms. Van Pelt noted that the group will begin the next meeting by completing work on Annual Plan Item 7a (Index-Based Pricing for Capacity Release).
4. Adjournment
Ms. Davis made a motion to adjourn and Ms. Daly seconded the motion.  The meeting was adjourned at 2:07 p.m. Eastern.
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