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Key Questions

· What can be done to the existing timelines to introduce efficiencies?

· If a generation units sign up for firm transportation, can they actually use it? What are the core impediments?
· What can be done to enhance market harmonization in the day-of markets in support of addressing unforeseen events?

· What information is needed to introduce the efficiencies in the transactions between the two markets? (which may become a secondary issue, with Team “Transparency of Information” taking a lead).
Problems to be Addressed by Team 2:

· Make recommendations in the day-ahead market and day-of market that introduce efficiencies.

· Determine if reducing the gaps in market clearing times would be beneficial, and how the gaps could be reduced.

Core Issues
· Efficiencies in the day-ahead markets (both natural gas and electricity) that would enhance market interactions
· Efficiencies in the day-of markets that would enhance market interactions

Secondary / Cross-cutting Issues
· Fuel neutrality is a requirement to be met by power generator in organized markets. (Team 3: Operations/Commercial Practices)

· Communications is crucial not only in the functions supporting the day-ahead markets but also in the day-of markets. (Team 1: Transparency of Information)
· LNG and storage facilities information may be of help in discussing market capabilities and peak sharing units, but may introduce gas quality issues. (Team 1: Transparency of Information)

Observations made by the team on March 1. 2012:

· If a generation units sign up for firm transportation, can they actually use it? What are the core impediments?

· In organized markets, fuel neutrality for the power generators is a factor to consider.
· Firm customers can utilize their capacity rights and only experience problems on peak days when they do not exercise those firm rights in accordance with current timely gas nomination cycle.
· Reliance on interruptible rights poses a problem on peak gas usage days to the extent exercised firm rights account for all capacity.  
· Long term electric market “forward capacity market issues” are electric (and primarily regional) market design issues that may not be suitable for this gas-electric synchronization committee to address.

· In certain areas of the US, there may not be an ability to use firm transportation as firm if not nominated in the timely cycle as such non-timely nominated firm is treated essentially as “secondary”.

· After the timely nomination period, all firm transportation is considered secondary unless the subject firm service is a no-notice service.

· Some of the flexibility that is offered in the market is on a pipeline by pipeline basis.
· For the gas and electric day ahead markets (the economic markets) as they are currently designed, if more synchronized, may address many of the issues highlighted.

· Many of the power plants affected by the EPA MATS are not in organized (i.e., central clearing) electric markets.
· Consideration of  day ahead synchronization by region – for example, pipelines serving the (1) east and (2) west -- is a possible option .  This would be a considerable change to the timelines supported by the pipelines – with a focus on the clearing times and the economic day for both markets.  If the timelines were modified to recognize the differences, the 9-hour gap on clearing markets could be reduced to a 1-hour gap.
· Day of service synchronization (intraday flexibility) is important for contingency response.
· The discussion should be split between day-ahead and day of service, as recommendations may be different.

· Communications will be key in determining decision enabling tools with respect to the day of service (i.e., largely operational in nature) to address contingency issues.
· Regional decisions will be needed to add certainty and with it flexibility into the electric market(s)’ pertinent “reserve markets” so that with that added certainty, the generators can put arrangements in place.

· Limited DR could jeopardize reliability unless tiers are used and prices tied to the tiers (such as is employed in the PJM operations).  With Midwest ISO paper, MISO estimated the firm capacity that they would need to meet their load requirements, and once decided, there are several models that could be used.  However, this is more of a market rules discussion that by its nature points to regional decisions that could be outside this committee’s purview.

· Right price signals should be sent to the generators so that they can factor such price signals into calculations related to supporting reliability as such calculation affect their decisions as to choosing fuels and services.

· On a cold day, the timely nom process can often take as much as 3-4 hours, to set up the pipeline system initially because it often takes several iterations.  
· One of the reasons the hourly nominations process is much easier and faster is because unlike the timely nom process which has set the stage, the within day involves adjustments and changes at the margin and with fewer moving parts.

· EPNG has a whole set of firm hourly, non-ratable take services that allow for a different set of takes.  In particular, they have services which permit taking a full “day’s-worth” of gas in -- 8, 12 and 16 hours, which is another model to consider along with hourly nominations.

· In support of recommendations, the electric markets data  on timelines for clearing the day ahead market, especially the respective electric markets’ peak markets, is needed as well as information on the start and end times for such peak markets.
· If the synchronization provides a more efficient and flexible system for the two markets, it may point to less alternative fuels such as oil used, although oil is a very small contributor (at least in ISO-NE) for fuel for power generation.

· Recommendations where possible should accentuate the price signals so that the appropriate economic decisions can be made supporting a reliable operations.

· Consider improving the NAESB nomination standards on all sides – room for a pure electronic scheduling process and rules for confirmation on a purely electronic basis, which might be accomplished in less than 4 hours.  Should we not recommend a course of action regarding bumping, we can ask the FERC which should be bumped and which should not.
· A core question emerges: “What can be done to the existing timelines to introduce efficiencies?”
· LNG and storage facilities information may be of help in discussing market capabilities and peak sharing units, but may introduce gas quality issues.

· Can ISOs hold pipeline capacity to introduce a level of flexibility into the market?  Their charters do not permit holding capacity and there are state regulatory issues implied.  

· Recommendations should not lead to generators scheduling 100% of the contract demand for 24 hours when it is only required for a few hours during the day -- which could lead to hoarding.
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