
Recommendation of Arizona Public Service Company

To Order N0. 698 Directed Inquiry Into NAESB WGQ Intraday Nomination Timeline

BACKGROUND: The existing NAESB Timeline inclusive of the two Intraday Cycles was established over a decade ago.  Since that time the natural gas and electric industries have experienced significant changes.  These changes have included improvements prompted by technology, Federal and State rulemakings, reliability requirements and different utility scheduling and service requirements. 

It is important to note that when the current WGQ NAESB Time Line (See Diagram-A below) was originally introduced it was explained that the amount of time required between the various nominations cycles was needed to provide pipelines and related entities sufficient opportunity to analyze and reconcile the various nomination requests, many of which were still being received via facsimile and therefore required manual processing.  In the last decade as technological advances have sky-rocketed, both the electric and gas industries have made a virtual 100% transition to the use of computers, the internet, the Electronic Bulletin Boards (“EBBs”), Open Access Same-time Information System (“OASIS”), Electronic Data Interchange (“EDI”) and the like.  Except for rare instances, the use of facsimiles for nomination and scheduling  is obsolete and the computer programs have built-in checks and balances which together eliminate a majority of the time allocated for the previously needed manual steps associated with the scheduling and confirmation process.
Existing NAESB Timeline 






     (Diagram-A)
	Nomination
Cycle (Flow Time)
	Nomination
Deadline (receipt)
	Confirmation
Deadline
	Scheduled Quantity
Available By

	Timely (Cycle 1)
9:00 a.m.
	11:45 a.m. . the day before the gas flows

	3:30 p.m. the day before the gas flows
	4:30 p.m. the day before the gas flows

	                                                                      (contemplated 3 hours, 45 minutes to confirm)

	Evening (Cycle 2)

9:00 a.m.
	6:15 p.m.  the day 
before the gas flows 
	9:00 p.m. the day before the gas flows
	10:00 p.m. the day before the gas flows

	                                                                      (contemplated 2 hours, 45 minutes to confirm)

	Intraday 1 (Cycle 3)
5:00 p.m.
	10:15 a.m. the day the gas flows
	1:00 p.m. the day the gas flows
	2:00 p.m. the day the gas flows

	                                                                      (contemplated 2 hours, 45 minutes to confirm)

	Intraday 2 (Cycle 4) 
9:00 p.m.
	5:15 p.m. the day the gas flows
	8:00 p.m. the day the gas flows
	9:00 p.m. the day the gas flows

	                                                                      (contemplated 3 hours, 45 minutes to confirm)


On the gas side alone, technology has advanced to such a level that it is not uncommon for a pipeline to be able to provide real-time flow data on as little as three minute increments. In addition, various pipelines have sought authorization from the FERC to be able to implement new hourly and daily services and to require both hourly and daily balancing.  As a natural gas-fired electric utility in the desert southwest, Arizona Public Service Company (“APS”) believes that the existing NAESB Intraday Nomination and Scheduling Timeline must be modernized to keep pace with both technology and new pipeline service obligations in order to give the appropriate prioritization to firm capacity holders and to facilitate better coordination between gas and electric industries to insure reliable service.

PROBLEM: The existing NAESB Intraday Nomination and Scheduling Timeline is not currently structured in a way that affords dual peaking holders of firm capacity (in the southwest, as well as other parts of the country) the opportunity: 1) to effectively utilize firm capacity in a manner consistent with its dual-peaking obligations to serve its electric load; and 2) to adequately comply with above mentioned hourly and daily balancing requirements in a manner that does not expose it to significant penalties. For this reason, the Commission in Order No 698 has directed NAESB to re-examine ways to provide pipelines a better ability to support gas-fired generators.

Specifically, during the winter months, electric utilities like APS experience two daily peak usages: 1) a morning peak usually between the hours of 7:00 am and 9:00 am Phoenix Time; and 2) an evening peak usually between the hours of 6:00 pm and 8:00 pm.  Despite a process that involves numerous daily runs analyzing both historical utilization patterns and readily available weather and load forecasting information, it is not uncommon for weather patterns (during both the winter and summer) to dramatically change throughout the gas flow day so as to necessitate an intraday nomination to ensure that gas nominations are consistent with the evening electric peak demand. Unfortunately, the current NAESB Nomination and Scheduling Timeline (See Diagram-A above) provides for only two intraday nomination and scheduling opportunities, Intraday Cycle #1 is due at 8:15 am in Phoenix Time
 (10:15 am Central Time) with resulting gas flowing at 3:00 pm in Phoenix (5:00 pm Central Time) and Intraday #2 is due at 3:15 pm in Phoenix (5:15 pm Central Time) with resulting gas flowing at 7:00 pm in Phoenix (9:00 pm Central Time) during the summer. While the timing of the Intraday Cycle #2 nomination may appear to be appropriate for reconciling natural gas demands with the evening electric demands, Intraday #2 currently is not an effective tool because it is a “no-bump” cycle which precludes a firm shipper from obtaining access to its capacity if an Interruptible shipper’s nomination was confirmed during the Intraday #1 cycle (10:15 am Central Time).  In other words, during periods of peak pipeline usage, despite the fact that a shipper pays a daily reservation rate for firm capacity, a firm capacity holder is precluded from accessing its firm capacity rights after 10:15 am Central Time on the gas flow day.  The following two examples illustrate the problem on capacity constrained pipelines:
Example #1 (WINTER) – Firm Shipper A has a contract for 125,000 Dth/d and submits a Timely Nomination for 100,000 Dth/d. At 10:00am in Phoenix (11:00 am Central Time) on the flow day, having just completed its morning peak, Firm Shipper A determines that it needs an additional 25,000 Dth/d in anticipation of its evening peak demands. Under the current NAESB Timeline, if an Interruptible Shipper’s nomination was accepted at the Intraday #1 Cycle (9:15 am in Phoenix/10:15 am Central Time), the interruptible capacity holder is guaranteed 16 hours of service and the firm capacity holder as no right to gain access to any of its additional firm capacity for the remaining 21 hours of the day.
Example #1 (SUMMER) – Firm Shipper A has a contract for 125,000 Dth/d and submits a Timely Nomination for 100,000 Dth/d. At 3:00 pm in Phoenix (5:00 pm Central Time) its determined that the heating index for the remainder of the day is going to be higher than expected, requiring an additional 25,000 Dth/d. Under the current NAESB Timeline, if Interruptible Shipper B’s nomination was accepted at the Intraday #1 Cycle (9:15 am in Phoenix/10:15 am Central Time), the interruptible capacity holder is guaranteed 16 hours of service and the firm capacity holder as no right to gain access to any of its additional firm capacity for the remaining 2 hours of the day.

APS’ PROPOSED SOLUTION:   In order to properly recognize the rights of firm capacity holders, the Commission and NAESB must reflect the technological advances and reliability concerns into the current NAESB Timeline.  To this end, APS  supports a re-examination of whether the “no bump” rule should be maintained at all.  APS recognizes that the elimination of the “no bump” rule would require a policy change by the Commission and is therefore not action that is currently within the scope of the instant NAESB task.  However, the Commission’s directive required NAESB to re-examine ways to better provide for coordination between gas and electric scheduling “within the confines of current Commission policy.”  This directive does not preclude moving the existing no bump cycle to later in the day and adding an additional bumping cycle.   As a result, APS believes that a proper examination for NAESB is what is the latest time in the flow day that the “no bump” schedule should be moved to in order to promote the contracting of firm capacity and to balance: 1) the rights of firm shippers to have access to firm capacity consistent with its evening peak demands(i.e., a “useable” afternoon cycle) ; and 2) the rights of interruptible shippers to know in advance which hours of the day its interruptible cycle becomes firm.  
APS supports the following options:
Proposed Option #1                                                                                    (Diagram-B)
(* Note - APS is not aware of any reason why the time afforded between the nomination and confirmation deadlines of the Timely and Evening Schedules need to mirror that of the intraday cycles and is therefore willing to discuss the idea of maintaining differences but for continuity APS has made all time periods the same length.)

	Nomination
Cycle (Flow Time)
	Nomination
Deadline (receipt)
	Confirmation
Deadline
	Scheduled Quantity
Available By

	Timely (Cycle 1)  *
9:00 a.m.
	11:45 a.m. . the day before the gas flows

	1:30 p.m. the day before the gas flows
	2:30 p.m. the day before the gas flows

	                                                                      (contemplated 1 hours, 45 minutes to confirm)

	Evening (Cycle 2) *
9:00 a.m.
	6:15 p.m.  the day 
before the gas flows 
	8:00 p.m. the day before the gas flows
	9:00 p.m. the day before the gas flows

	                                                                      (contemplated 1 hours, 45 minutes to confirm)

	Intraday 1 (Cycle 3)
3:00 p.m.
	9:15 a.m. the day the gas flows
	11:00 a.m. the day the gas flows
	12:00 p.m. the day the gas flows

	                                                                      (contemplated 1 hours, 45 minutes to confirm)

	Intraday 2 (Cycle 4) 
7:00 p.m.
	4:15 p.m. the day the gas flows
	6:00 p.m. the day the gas flows
	7:00 p.m. the day the gas flows

	                                                                      (contemplated 1 hours, 45 minutes to confirm)

	Intraday 3(Cycle 5) No Bump
10:00 p.m.
	8:15 p.m. the day the gas flows
	 9:30 p.m. the day the gas flows
	10:00 p.m. the day the gas flows

	                                                                      (contemplated 1 hours, 45 minutes to confirm)


APS can also support the recommendation of TVA that provides for the addition of final early morning make-up or “clean-up” nomination cycles done after the end of the gas day. 

Proposed Option #2                                                                                    (Diagram-C)
	Nomination
Cycle (Flow Time)
	Nomination
Deadline (receipt)
	Confirmation
Deadline
	Scheduled Quantity
Available By

	Timely (Cycle 1)  *
9:00 a.m.
	11:45 a.m. . the day before the gas flows

	1:30 p.m. the day before the gas flows
	2:30 p.m. the day before the gas flows

	                                                                      (contemplated 1 hours, 45 minutes to confirm)

	Evening (Cycle 2) *
9:00 a.m.
	6:15 p.m.  the day 
before the gas flows 
	8:00 p.m. the day before the gas flows
	9:00 p.m. the day before the gas flows

	                                                                      (contemplated 1 hours, 45 minutes to confirm)

	Intraday 1 (Cycle 3)
3:00 p.m.
	9:15 a.m. the day the gas flows
	11:00 a.m. the day the gas flows
	12:00 p.m. the day the gas flows

	                                                                      (contemplated 1 hours, 45 minutes to confirm)

	Intraday 2 (Cycle 4) 
7:00 p.m.
	4:15 p.m. the day the gas flows
	6:00 p.m. the day the gas flows
	7:00 p.m. the day the gas flows

	                                                                      (contemplated 1 hours, 45 minutes to confirm)

	Intraday 3(Cycle 5) No Bump
10:00 p.m.
	8:15 p.m. the day the gas flows
	9:30 p.m. the day the gas flows
	10:00 p.m. the day the gas flows

	                                                                      (contemplated 1 hours, 45 minutes to confirm)

	Intraday 4(Cycle 6) No Bump 
7:00 a.m.
	5:15 a.m. the day the gas flows.  (EDI is not available for this cycle)
	6:30 a.m. the day the gas flows.
	8:00 a.m. the day the gas flows.

	                                                                      (contemplated 1 hours, 45 minutes to confirm)
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� Order No. 698 at P 69.


� Note – Between March 11th and November 4th Arizona clock time is 2 hours behind Central Time and the remainder of the year it is only 1 hour behind Central Time.






