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BACKGROUND: Why did NAESB become involved?

In September 2011, the National Petroleum Council (NPC)
 issued the “Prudent Development – Realizing the Potential of North America’s Abundant Natural Gas and Oil Resources” study. 
  The NPC study was in response to letters dated September 16, 2009 and April 30, 2010 from the U. S. Department of Energy Secretary Steven Chu, and in providing the response, the NPC conducted a comprehensive study to reassess the character and potential of the North American natural gas and oil resources and the contribution that natural gas can make to a transition to lower carbon energy footprint.   The report cited five core strategies for government and industry, including the functioning of energy markets and specifically recommended actions that could be taken by NERC, NAESB, FERC, NARUC and Independent System Operators.

The NPC study references to NAESB were bought to the attention of NAESB’s Board of Directors at both the September and December 2011 quarterly meetings.  The intent to form a board level Gas –Electric Harmonization Committee to respond to the NPC study finding and recommendation was announced and initiated in January 2012.  In order to be responsive to the NPC study process and findings, NAESB has endeavored to work with all interested industry parties, and with state and federal regulators and agencies, and all meetings have been posted and open to any interested party and all materials made available for review.

COMMITTEE EFFORTS: What has NAESB done?

The NAESB Board of Directors, in January 2012, created the Gas-Electric Harmonization (“GEH”) Committee.  The GEH Committee (“Committee”) team has met on ------dates----------. The purpose of  the GEH telecom and face-to-face meetings is  to identify the issues that affect the coordinated operations of the two industries, ultimately in concert with other industry organizations and working through the FERC’s processes. The GEH Committee’s goal is to identify the policy, commercial, and standardized business practices issues that may require revised or new policies, commercial solutions, or standardized business practices to improve those coordinated operations and reduce barriers that hamper the operation of a well-functioning market.  Individual observations that resulted from those discussions, and which are included later in this report and in its appendices, are intended to stand by themselves and are not to be considered positions endorsed by the GEH Committee as the GEH Committee determined that it would not take votes regarding support or lack thereof for each of the observations, (“Observations”).

These Observations served as the foundation, for determining what, if any, recommendations this Committee would make to the Board regarding the Committee’s initial questions of:  

1.  whether NAESB should consider standards development – which could take the form of new standards or modifications of existing standards (see discussion below under “Standards”); 

2.  whether policy or other industry decisions are needed before it can be determined if NAESB should consider any action (see discussion below under “Policy”), or 

3. whether NAESB should not consider any action because either commercial services may be the most appropriate course of action or the efforts of other standards organizations may be more appropriate than those of NAESB (see discussion below under “Commercial”). 

 The Committee worked to condense and categorize the Observations for further scrutiny. However, the Committee noted an overlap across policy issues, commercial issues and standards development considerations.   There are  many policy and commercial Observations that will affect the standards NAESB could develop in the area of GEH.  The Committee recognizes that Federal and State policy issues are outside NAESB's purview.  Similarly, while commercial GEH observations may lead to standards where there is broad appeal and a need for market predictability, the Committee finds that commercial standards development by NAESB currently is not necessary related to certain Observations.  Commercial solutions by their nature evolve to meet market needs of various regions and circumstances, within and across the natural gas and electric industries.  Although commercial  practices in existence today may address some of the underlying Observations and issues, those practices may  not lend themselves to uniform market applicability because they are primarily adopted regionally or by specific pipeline(s) and/or are unlikely to be extended to other regions or to all pipelines.  At a regional level, as commercial practices are put in place to support harmonization of the two markets, those commercial practices may be adopted as standards. Despite these obvious limitations, the Committee has identified three areas where existing standards could be revisited potentially to determine if modifications would improve GEH with respect to those discrete issues.    

1. Unsynchronized market clearing times for natural gas and electricity sometimes create challenges that may possibly require changes to market timelines.  At a minimum, standards supporting schedule coordination and additional communications between the two markets may be needed.

2. Greater flexibility in scheduling gas transportation services and related requirements may lead to standards development or revisions of existing standards and may need to be considered by the NAESB organization.

3. Standard development could be considered to further promote the availability of information to specific entities in order to assist in addressing GEH issues related to 

a. the status of generation and pipeline capacity, 

b. access to critical infrastructure information needed by electric service providers in curtailment conditions, including information on gas-fired generators, and

c.  decision-enabling tools related to contingency response and day-of-service operations.  

The means by which communication would take place for situational awareness reporting, recognizing confidentiality constraints are key components for consideration.  

COMMITTEE CAUTIONS: Managing Expectations for Successful Standards Development?
Although this Committee has identified discrete areas where standards could be considered, the Committee recognizes that NAESB consensus on standards may not be possible at this time absent further policy guidance because 

1. we have observed in the past a general reluctance to change in both industries [Observation: this seems too broad of a characterization, can it be caveated – without clear policy guidance? without significant commercial need shared across segments? regarding GEH issues?] and 

2. standards might shift costs from one segment to another.  

Accordingly, prior to adding these items to the 2013 Work Plan, the Committee recommends the Board evaluate the likelihood of success prior to committing the time and resources of NAESB staff and other stakeholders to these issues.

The Committee notes, further, that even when new policy or clarifications of existing policy are needed to address GEH issues, the clarifications or new policy, when received, may or may not lead to standards development or adoption.

� The National Petroleum Council endorsed the report in September 2011.  The list for the members of the National Petroleum Council can be found at the following link:  �HYPERLINK "http://www.npc.org/members/bycom.html"�http://www.npc.org/members/bycom.html�


� The executive summary of the report can be access from the following link: �HYPERLINK "http://www.npc.org/NARD-ExecSummVol.pdf"�http://www.npc.org/NARD-ExecSummVol.pdf�






