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Gas Industry Standards Board
Request for Initiation of a GISB Standard for Electronic Business Transactions
or
Enhancement of an Existing GISB Standard for Electronic Business Transactions

Date of Request: March 14,2002

Submitting Entity & Address:
KeySpan
One Metrotech Center
Brooklyn, N Y 11201

Contact Person, Phone #, Fax #, Electronic Mailing Address:

Name : Dolores D. Chezar

Title : Director, Regulatory Policy
Phone: 718 403 2987

Fax: 718 246 2927

E-mail: dchezar@keyspanenergy.com

. Description of Proposed Standard or Enhancement:

KeySpan requests that NAESB Standards 5.3.6 and 5.3.7 be modified to incorporate
changes to FERC regulation 284.12 (b) (1) (v); and that new standards be developed
to address FERC regulation 284.12 (c) (1)(ii) (B), which reads as follows:” A pipeline
must permit releasing shippers, as a condition of a capacity release, to recall
released capacity and renomimate such recalled capacity at each nomination
opportunity.” KeySpan requests that industry wide timeline be developed to allow for
recalls and renominations at the Intra-Day 1 and Intra-Day 2 nomination cycles.
Further that the first sentence of Standard 5.3.7 be deleted and that 5.3.6 be
completed revised to conform to the revised FERC regulations.
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4. Use of Proposed Standard or Enhancement (include how the standard will be used,
documentation on the description of the proposed standard, any existing
documentation of the proposed standard, and required communication protocols):

Development of an industry wide timeline to provide for the ability of a releasing
shipper to recall released capacity and renomimate at each nomination opportunity will
create greater flexibility for firm capacity holders and allow more capacity to be
released.

5. Description of Any Tangible or Intangible Benefits to the Use of the Proposed
Standard or Enhancement:

Development of an industry wide timeline to recall released capacity and
renomimate at each nomination opportunity will increase competition in the natural gas
industry by allowing more capacity to be offered for release as an alternative to pipeline
capacity.

6. Estimate of Incremental Specific Costs to Implement Proposed Standard or
Enhancement:

7. Description of Any Specific Legal or Other Considerations:

Incorporates FERC request to NAESB to develop industry wide recall standards
and submit such to FERC by October 1, 2002. See March 11,2002 FERC Order 587-N,
Docket RM96-1-019.
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8. If This Proposed Standard or Enhancement Is Not Tested Yet, List Trading Partners
Willing to Test Standard or Enhancement (Corporations and contacts):

9. If This Proposed Standard or Enhancement Is In Use, Who are the Trading Partners:

10. Attachments (such as: further detailed proposals, transaction data descriptions,
information flows, implementation guides, business process descriptions, and examples
of ASC ANSI X12 mapped transactions):
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UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSON
18 CFR Part 284
Docket No. RM96-1-019; Order No. 587-N
Standards For Busness Practices Of Interdate Naturd Gas Pipdines
(Issued March 11, 2002)
AGENCY:  Feded Enagy Reguiaory Commisson.
ACTION: Fnd Rue
SUMMARY': The Fedard Energy Regulaory Commission isamending its regulations governing
dandardsfor interdate pipeine busness operations and communications to reguire that pipeines permit
releesang shippers, as a condition of acgpeacity rdease, to recdl rdeased cgpacity and renominate such
recalled capacity a each nominetion opportunity. Recalls of released capacity will not be permitted to
reduce (bump) aready scheduled volumes for replacement shippers unless the replacement shippersare
provided with at least one opportunity to rescheduled any bumped volumes, which issimilar to the
protection afforded interruptible shippers. Thisrule creates greater flexihility for firm cgpedity holders
oninterdate pipdines by synchronizing the Commisson's regulation of recdled cgpecity with its
sandards for intra-day nominations. The rule aso will enhance competition by fresing up capadity thet
otherwise would not be rdleased and creeting greater parity between scheduling of capaaity rdease
transactions and pipdine interruptible sarvice

DATES: 1 Therule becomes effective[insert date 30 days after publication in
the FEDERAL REGISTER].
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2. Fipdines mugt meke taiff filings by May 1, 2002, to become effective by July
1, 2002, to provide shippers with the ahility to recdl scheduled and unscheduled capacity a the Timdy
and Evening Nomination cydes and to recal unscheduled cgpedity & the two other Sandard nomination
times

3. Comments are to befiled by the North American Energy Standards Board and
others by October 1, 2002, regarding Sandards for implementing partia day or flowing day recdls
Reply comments must befiled by October 15, 2002.

ADDRESSES: Federd Energy Regulatory Commisson
888 Firs Stret, N.E.
Washington DC, 20426

FOR FURTHER INFORMATION CONTACT:

Miched Goldenberg

Office of the Generd Counsd

Federd Energy Regulatory Commission
888 Firg Street, NE

Washington, DC 20426.

(202) 208-2294

Marvin Rosanberg

Office of Markets Tariffs and Retes
Federd Energy Regulatory Commisson
838 First Street, N.E.

Waghington, DC 20426.

(202) 208-1283

Kay Morice

Office of Markets, Tariffs and Rates
Federd Energy Regulatory Commission
888 First Street, N.E.

Washington, DC 20426.

(202) 208-0507

SUPPLEMENTARY INFORMATION:
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UNITED STATES OF AMERICA
FEDERAL ENERGY REGULATORY COMMISSON

Before Commissonas. Pa Wood, 111, Charman;
William L. Massey, Linda Brezathitt,
and NoraMead Browndl.

Standards for Busness Practices of Interdae Docket No. RM96-1-019
Naturd Gas Pipdines
ORDER NO. 587-N
ANAL RULE

(Issued March 11, 2002)

1 The Federal Energy Regulatory Commission (Commission) isamending

' 284.12(c)(1)(ii) of its open access regulations to require that interstate pipelines permit releasing
shippersto recall released capacity and renominate that recalled capacity at any of the scheduling
opportunities provided by interstate pipelines. Recdls of released capacity will not be permitted to
reduce (bump) aready scheduled volumes for replacement shippers unless the replacement shippers are
provided with at least one opportunity to rescheduled any bumped volumes, which is Smilar to the
protection afforded interruptible shippers. This rule creates greater flexibility for firm capacity holders
on interstate pipelines by synchronizing the Commission's regulation of recaled capacity with its

gandards for intra-day nominations. The rule dso will enhance competition by freeing up capacity that
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otherwise would not be released and creating greater parity between scheduling of capadity rdesse
transactions and pipdine interruptible service.
2. BACKGROUND

3. In Order No. 636, the Commission adopted regulations permitting shippers (releasing
shippers) to release their capacity to other shippers (replacement shi ppers).1 Under these regulations,
releasing shippers were permitted to "release their capacity in whole or in part, on a permanent or short-
term basis, without restriction on the terms and conditions of the release™® The regulation permits

releasing shippers to impose terms for a release transaction under which the releasing shipper reserves

118 CFR 284.8 (2001).

%18 CFR 284.8(h).
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the right to recall that capacity to use the capacity itslf. Asan example, a shipper might include a recall

condition in the event that temperature drops below a pre-determined level 3

3PipdineServioe Obligations and Revisons to Regulaions Governing Sdf-Implementing
Trangportation Under Part 284 of the Commission's Regulations, Order No. 636, 57 FR 13267 (Apr.
16, 1992), FERC Stats & Regs Regulaions Preambles [Jan. 1991-June 1996] & 30,939, at 30,418
(Apr. 8,1992).
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4, In July 1996, in Order No. 587, the Commission incorporated by reference consensus
standards approved by the Gas Industry Standards Board (now the North American Energy Standards
Board (NA ESB))5 designed to standardize business practices and communication protocols of
interstate pipelines in order to create a more integrated and efficient pipeline grid. NAESB isaprivate,
consensus standards devel oper whose wholesde natura gas standards are developed by
representatives from al segments of the natura gas indugtry.

5. One aspect of NAESB's standards adopted in Order No. 587 covered capacity
release transactions. Of relevance here, two standards, 5.3.6 and 5.3.7, apply to recalls of capacity

rel ease transactions.

“Standards For Business Practices Of Interstate Naturdl Gas Fipeines, Order No. 587, 61 FR
39053 (Jul. 26, 1996), FERC Stas. & Regs. Regulations Preambles [July 1996-December 2000]
& 31,038 (Jul. 17, 1996).

>The Commisson isrevigng ' 284.12 to reflect the name change. The Commission finds good
cause for making such a change without notice and comment Snce the change is purdy adminidretive
See5U.SC." 553(b)(A)&(B).
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Standard 5.3.6: If the releasing shipper wishes to recall capacity to be effective
for agas day, the notice should be provided to the transportation service
provider and the acquiring shipper no later than 8 A.M. Centra Clock Time on
nomination day.°

Standard 5.3.7: There should be no partial day recalls of capacity.
Trangportation service providers should support the function of reputting by
releasing shi ppers7

®18 CFR 284.12(b)(1)(v) (2001), Capacity Release Rdated Standard 5.3.6.

718 CFR 284.12(b)(1)(v) (2001), Capacity Release Related Standard 5.3.7.
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In this context, apartiad day recdl (o referred to as aflowing gas recails)8 refersto arecal condition

that applies only to part of gas day, rather than the full gas day.9

8auf South, in its comments, contends thet the term "partid day recdl” is somewhat of a
misnomer, and that the more got term is"*flowing day recdl.” It Satestheat the term partid day recall
suggeststhe recdl isfor a gpedified portion of gas day when, in fact, the Sandard refers only to whether
the recdl occurs after gas hasbegunto flow. Inthisrule, the terms“partid day recall” and “flowing day
recdl” are usad interchangeably to refer to recals occurring during a gas day after gas has begun to
flow, not to recdlls between soedified times

Under the NAESB gandards, agas day runsfrom 9 am. central dock time (CCT) on Day 1
to 9am. CCT the next day (Day 2). 18 CFR 284.12(b)(1)(i), Nominations Related Standards 1.3.1.
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6. In 1996, when NAESB first adopted these standards, NAESB's standards provided
for one nomination, at 11:30 am. CCT° for the next gas day and only one intra-day nomination at an
indeterminate time. In order to creste amore standardized intra-day nomination schedule™ NAESB
amended its standards to provide for three standardized intra-day nomination opportunities. an Evening
nomination at 6 p.m. CCT to teke effect at 9 am. CCT the next gas day, an Intra-Day 1 nomination at
10 am. CCT to take effect at 5:00 p.m. CCT on the same gas day, and an Intra-Day 2 nomination at 5

p.m. CCT to take effect a 9 p.m. CCT on the same gas da(y.12

Nomination Deadline Effective Time

0cCT refersto Centra Clook Time, which indudes an adjustment for day light savingstime
See18CFR" 284.12(b)(1)(i), Nominations Related Standards 1.3.1.

See Order No. 587-C, 62 FR a 10687, FERC Stats & Regs Regulations Preambles [y
1996-December 2000] & 31,050, at 30,585 (rgecting a proposed NAESB intra-day nominetion
sandard for being vague and nongtandardized and providing additiond time for NAESB to devedlop a
Sandardized intra-day nomination schedule).

1218 CFR 284.12(b)(1)(i) (2001), Nominations Related Standard 1.3.2
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Timey Nomination 11:30 am. 9 am. next gas day
Evening Nomination 6 p.m. 9 am. next gas day
Intra-Day 1 10am. 5 p.m. same gas day
Intra-Day 2 5p.m. 9 p.m. same gas day

NAESB, however, has not amended its capacity release recall standards to take into account its
adoption of these stlandardized intra-day nomination opportunities.

1. In Order No. 637, the Commission adopted ' 284.12(c)(1)(ii) of its regulations which
requires interstate pipeines to "permit shippers acquiring released capacity to submit a nomination at the
earliest available nomination opportunity after the acquisition of capacity.”™ The purpose of this
regulatory change was to permit cgpacity release transactions to take place on an intra-day basis o that
releasad capadity can compete with pipdline capadity on a.comparable basis ™ The adoption of
' 284.12(c)(1)(ii) permits shippersto acquire releasad cgpacity and nominate using thet capacity & any

of thefour intraday nomingtion opportunities15

1318 CFR 284.12(c)(1)(ii) (2002).

14Regul aion of Short-Term Naturd Gas Transportation Sarvices, Order No. 637, 65 FR
10156, 101-58-60 (Feh. 25, 2000), FERC Stats. & Regs. Regulations Preambles [July 1996-
December 2000] & 31,091, at 31,297 (Feb. 9, 2000).

Bhrior to Order No. 637, NAESB's capacity reease nomination sandards had not been
amended to reflect the intra-day nominaion sandards. Thus, prior to Order No. 637, areplacement
shipper acquiring rleasad capecity hed to acquire the capacity and natify the pipdineby 9am. CCT in
order to nominate a the Timey Nomination cyde (11:30 am. CCT) for the next gas day and could not
meke use of any intra-day nomination opportunities for the current gas day. With the changes madein
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8. On February 1, 2001, NAESB filed areport with the Commission, in Docket No.
RM98-10-000, concerning its development of standards regarding partid day recdls of capacity.
According to NAESB, some members believed that partid day recdls fell within the purview of the
scheduling equality requirements of Order No. 637, while others did not. Some members, NAESB
assarts, believed that partial day recals are avaid business practice, irrespective of whether this
practice is required by Order No. 637. Due to these disagreements, NAESB reportsit has been
unable to reach consensus on how to proceed.

0. On March 16, 2001, AGA filed a"Reply to February 1, 2001, Gas Industry Standards
Board Report and Petition for Clarification and Directive from FERC Regarding Requirement for
Capacity Release Scheduling Equdity.” AGA argued that the Commission should require pipelinesto

dlow partia day recdls as part of their compliance with * 284.12(c)(1)(ii).

' 284.12(c)(1)(ii), shipperswill be able to acquire rleased cgpacity and submit anominaion & each
intra-day nomination opportunity.
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10.  On October 12, 2001, the Commission issued aNatice of Proposed Rulemaking

(NOPR)16 proposing to require pipdines to aford rdeesing shippers enhanced ability to recal released
cgpadity by permitting them to use partid day recdls a any of the four nomination opportunities
established by the NAESB sdandards

11. COMMENTS

Standards For Business Practices O Interstate Naturd Gas Rpdines 66 FR 53134 (Oct.
19, 2001), IV FERC Stats. & Regs. Proposed Regulations & 32,556 (Oct. 12, 2001).
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12.  Twenty-eight comments on the NOPR were filed.Y” The comments can roughly be
divided into three categories. those that supported the proposal, those that either supported or did not
object to the proposal, but sought clarifications principaly regarding implementation details, and those
opposing the proposal. The mgority of comments support the proposal 18 They contend it would
provide greater flexibility to releasing shippers, enhance competition by freeing up capacity that
otherwise would not be released, and better accommodate retail unbundling programs at the sate
levd.™® Thelocal distribution companies (LDCS) maintain that under state unbundling mechanisms, they
are frequently the suppliers of last resort and, therefore, need to recall capacity in the event marketers
fal to ddiver.

13.  Those opposing the proposa® contend it would decrease the reliability of the pipeline

grid by reducing (bumping) volumes of dready scheduled gas and thereby reduce liquidity. They

" The commenters and the abbreviations used in this order are listed on the Appendix.

18 g, AGA, APGA, APSIPWEC, Con Edison, Dominion LDCs, ENA, Kentucky, Keyspan,
MLGW, PSCNY, PA OCA, Xcd.

Bxed provides a sucanct summary of the pogtion:

The propasad rules would provide firm capacity holders, induding the Xcd
Energy utility operating companies, with increased flexihility in structuring
cgpacity reease transactions to best fit their busnessnesds The Xcd Energy
utility operating companies could bendfit from the potentia increesein vaue of
non-recdlable cgpadity rdease and from the greater flexibility when arecdl is
necessay.

Commat a 2.

E g, DETM, Dynegy, EIP, EPSA, NGSA, NiSource, Williston.
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maintain that partia day recalswill reduce rdiability because bumping a replacement shipper's
scheduled volumes may affect scheduling on anumber of pipeines, and bumped replacement shippers
will be forced to try and reschedule their gas. Those opposing the proposal aso are concerned partial
day recalswill reduce the value of released capacity and create less competition between pipeine firm
capacity and capacity rdlease. NiSource maintains that partial day recalls may decrease reliability for
LDCsthat permit marketers (using other LDCs released capacity) to bring capacity to their city-gates
by permitting a diverson of gas from one LDC market to another.

14. A number of comments raise operationd issues rlating principdly to partid or flowing
day recals occurring during the gas day after capacity has begun to flow. These include: the need for
advance notice to pipdines and replacement shippers of capacity to be recaled, and whether the
pipeline or releasing shipper should provide the notice’ alocating capacity aswell asimbaances and

pendties between releasing and replacement shippers when recdls take place during the gas day;22 and

?l5ee Comments by Algonquin/Texas Eagern; Dominion; Dynegy; ENA; Guif South; INGAA,
Kinder-Morgan; NiSources Willigon; Indudrids.

ZSe Comments by Algonquin/Texas Eagtern; Dynegy; Gulf South; ENA; INGAA; Kinder-
Morgan; NiSource Willigon. Asan example, areplacement shipper with cgpeacity of 2400 Dthvday
could nomingte the entire 2400 Dth for the full gas day, but take 1200 Dth in thefird five hours of the
day, leaving only 1200 Dth remaining for the remainder of the gas day. If ardeasing shipper sought to
recdl the full 2400 Dth a the Intra-Day 1 cyde taking, which would take effect a 5 pm., theissue
raised by the comments are how to alocate the 2400 Dth between the rdleasing and replacement
shippers and how to determine imbaances and potentid pendties. Willison dso rasesthe issue of how
to perform such an dlocation when there are multiple capadity rdesses: e.g,, ardeasing shipper rleases
cgpadity to asgngle replacement shipper who re-rdeases that capacity to three other replacement
shippers. If theinitid rdeasing shipper recdls, the capedity, Willison requests darification asto how the
remaining daily quantity should be alocated among the three find replacement shippers
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ensuring that total volumes delivered do not exceed originad contract M DQ.23 Some comments suggest

the Commission convene atechnical conference to address these issues. >

15. DISCUSSION

16. Overview

Z\Willigton,

24 Comments by EPPG; ENA.
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17.  TheCommissonisreviang' 284.12(c)(1)(ii) of itsregulationsto require pipdinesto
permit recals of cgpadity a each nomination opportunity. Spedficaly, the Commissonisrequiring
pipdinesto permit rleesing shippers, as acondition of a capacity reease, to recdl redeased capadity
and renominate such recaled cgpeacity a each nomination opportunity according to the notice and

bumping provisions applicable to interruptible shippers®  Recalls of released capacity will not be

®The Commisson isresd nding the incorporation by reference of NAESB dandard 5.3.6
(which requires notice of capadity release recdls by 8:00 am. CCT) and the first sentence of NAESB
Sandard 5.3.7 (which prohibits partid day recdls of cgpacity). The Commisson isretaining the portion
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permitted to reduce (bump) dreedy scheduled volumes for replacement shippers unless the replacement

shippers are provided with & least one opportunity to reschedule any bumped vol umes”®

18.  Theregulaions adopted in this rule will be implemented in two phases. This two-phase
approach will ensure an expeditious implementation of partia day recdls for recdlsthat do not raise the
operationa details addressed in the comments, while a the same time providing time for NAESB to

further consder standards to address the operationa issuesraised. By May 1, 2002, each pipdine will

of Standard 5.3.7 that requires trangportation service providers to "support the function of reputting by
rdleesng shippers” Repuitting refers to the dbility of ardeasng shipper to indude aconditionina
release under which it can recal capecity when needed and, after the recall has ended, the capedity will
revert (be reputted) to the replacement shipper, without the need for anew rdeese.

®The use of partid day recdl rightsis voluntary. Aswith any other recall condition, relessing
shippers are free to offer ther capacity without partia day recdl rights. Whether partid day recall rights
are pamitted depends on the terms of the rdleasing shipper's offer.
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be required to make a compliance filing, to be effective duly 1, 2002, that will permit shippersto recal
cagpacity at both the Timey Nomination cycle and the Evening Nomination Cycle and to recdl capacity
a any nomination timeif the capacity has not been previoudy scheduled by the replacement shipper.
To ease the compliance and review process, the Commisson is establishing a standard tariff provison
providing a notification schedule for these recalls.

19.  Second, the Commission will provide NAESB six monthsin which to develop
standards to gpply to the operationd details involved in dlowing partid or flowing day recdls. NAESB
should file areport with the Commission by October 1, 2002, detailing the standards it has adopted (or
those it has consdered) and dl other materid relevant to its consideration of such sandards. Other
industry members can aso submit comments by October 1, 2002, and will have an additiond 15 days
from thefiling of the NAESB information to file additiona comments on the NAESB report. Upon the
receipt of these comments, the Commission will issue afurther order regarding implementation of Intra:
Day 1 recdls.

20. Regulatory Changes

21.  Theregulaions adopted in thisrule will ensure congstency with the arigind intent of the
Commisson's capedity rdease regulations by providing rdeaang shippers with the flexibility to Sructure
cgpadity rdease transactions that best fit thelr business needs, by providing gregter incentives for
releasing shippers to rdease capacity, and by fodtering greater competition for pipdine capacity by
credting parity between scheduling of capeacity rdease transactions and pipdine interruptible sarvice. At

the same time, the regulations will afford replacement shippers whose capadity isrecdled the same
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advance notice and protection from bumping as provided to interruptible shippers under the
Commisson'sregulaions

22.  In Order No. 636, the Commisson established the capacity rdease mechanism to
cregte competition with pipdine firm and interruptibletrzansportation.27 One of the fundamentd tenets of
the Commission's capacity rdease reguldionsis that rdeesing shippers have the opportunity to establish

any recdl conditionsfor their cgpadity.

%"Order No. 636-A, 57 FR 36128 (Aug. 12, 1992), FERC Stats & Regs Regulations
Preambles[Jan. 1991-June 1996] & 30,950, a 30,556 (Aug. 3, 1992) ("competition between pipeine
cgpadity and rdeasad cgpadity helps ensure that customers pay only the competitive price for the
avalable capadity™).
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23. When NAESB first consdered recal standards, it established one notification time for
al recdls (8 am. CCT) and did not permit partia or flowing day recdls. When NAESB adopted this
gandard, however, the Sandards provided for only one nomination aday, a 11:30 am. CCT and a
sangle nonrgtandardized intra-day nomination. But the drcumstances under which the recal gandards
were developed have markedly changed as the number of nomination opportunities have now expanded
to four nomination opportunities At the sametime, it is goparent from the commentsin this rulemaking
thet the consensus supporting NAESB's exiding recal sandards no longer exids, and NAESB itsdf has
recognized that it can no longer make progressin resolving thisissue. Although the Commission places
grest reliance on NAESB's development of consensus gandards >® the Commission hasfound it
necessary to resolve disputes between industry sesgments when NAESB has been unable to reach

CoNSeNsus on issues concerning Commission palicy, so that the sandards devel opment process can

procesd in line with Commission policjes29 In these circumgtances (where consensus no longer exidts

%0rder No. 587, 61 FR at 39057 (dul. 26, 1996), FERC Stats. & Regs Reguldions
Preambles [July 1996-December 2000] & 31,038, at 30,059.

PStandards For Business Practices Of Interstate Natural Gas Pipdiines, Order No. 587-G, 63
FR 20072 (Apr. 23, 1998), FERC Stats & Regs. Regulations Preambles [July 1996-December 2000]
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on recadl sandards), the Commisson must resolve the policy issue over whether to permit greater recall

fledhility.
24.  Anexamination of both past and current Commission policy supports dlowing rdeasing

shippersto recal capacity more frequently than currently permitted under NAESB's standards.

& 31,062, & 30-668-72 (Apr. 16, 1998) (resolving dispute over bumping of interruptible service by
firm savice).
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25.  The Commission's genera policy adopted in Order No. 636 would permit more
extensve recdl rights than those permitted by the NAESB standards. Section 284.8(b) of the
Commission's regulations (adopted in Order No. 636) expresdy permits shippersto "release their

capacity in whole or in part, on a permanent or short-term basis, without redtriction on the terms and

conditions of the release.”° 1n Order No. 636-A, the Commission recognized that "areleasing shipper

may include terms and conditions, such asrecdl rights, that will ensure it has adequate pesk day

capacity.”™ In Texas Eagtern Transmission Corporation, for example, the Commission rejected a

pipdines proposed redriction on recdl rights, dating "any provison rdaing to recal rights must not
operate to impede the ahility of rdeasing shippersto employ recdl provisons as terms and conditions of
their rdeases™ Thus dl recall conditions, induding partial day recdlls are consient with the
Commisson'sregulations

26.  Moreover, in Order No. 637, the Commission sought to create greater scheduling
parity between capacity release transactions and pipeline services by enabling capacity release
transactions to take place on an intra-day basis at each of the four scheduling opportunities33 While

this regulatory change will enable shippers to release cagpacity at any nomination opportunity, the existing

%018 CFR 284.8(b) (emphasis added).

310rder No. 636-A, 57 FR 36128 (Aug. 12, 1992), FERC Stats & Regs Regulations
Preambles [Jen. 1991-June 1996] & 30,950, at 30,558 (Aug. 3, 1992).

%62 FERC & 61,015, a 61,104 (1993).

®18CFR 284.12(c)(2)(ii) (2001) (permitting shippers acquiring rdeased cgpacity to submit a
nomingtion a the earliest avallable nominaion opportunity after the acquigtion of capaaity).
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NAESB recal standards do not permit rdeasing shippersto take full advantage of the intra-day
nomination opportunities by recaling the cgpadity and renominating thet capacity a each of the four
scheduling opportunities. Allowing partid day recdlsis, therefore, congsent with the overdl regulatory
changes promulgated in Order Nos. 636 and 637.

27.  Policy consderations further support enhanced recal rights. Permitting enhanced recall
rightswill provide firm shippers with added flexibility and will better enable rdeasing shippersto offer
released capacity that competes with the pipdines interruptible sarvice. The current NAESB sandards
inhibit the ability of shippersto reease capacity because rdeasing shippers cannot quickly redam
cgpadity when they reguireit for their own use. For example, under the current NAESB dandards in
order to recal cgpacity for the next gas day, a shipper must natify the pipdine by 8 am. the day before
the recdl can take effect and cannot use partid or flowing day recdls By edablishingan 8 am.
deedline for recdl natifications, the gandard effectively predudes ardeassing shipper from recaling

cgpadity & the Evening Nomindtion cyde. In fact, ashipper that missesthe 8:00 am. CCT recdl
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natification time will miss four nomination opportunities and will be ungble to have its valume flow until
48 hours fter it submitsthe recall notification.**

28.  Asarealt of such lengthy delays, releasing shippers may not be able to use their recal
rights as effectively as possble to ensure that they can retain adequate peak day capacity for their own
needs. The dday in rescheduling recaled capacity also can have an adverse competitive impact on the
market by reducing the amount of capacity available for release. ASAGA paintsout, if anLDCisa
provider of lagt resort under a gate unbundling initidive and is given natice thet inauffident supply is
being ddivered to its dity-gete, the LDC will need to recall rdleased cgpedity for later in the same day
or, a leadt, for the next day. Without the ability to recadl capacity more frequently, ardeasing shipper
with supplier-of-lagt-resort obligations will be rductant to rdesse cgpadity a dl snceit will not be able
to recdl that capacity whenitisneeded. In that eventt, replacement shipperswill have less capacity

from which to choose and will have fewer dterndives to purchasng pipdineinterruptible sarvice

A rdleasing shipper that missesthe 8 am. CCT natification time cannot renomingte thet
cgpadity until 11:30 am. CCT the next day, a nomination under which gaswill not flow until 9:00 am.
CCT the day dfter.
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29.  Replacement shippers benefit from having a more open and competitive capacity
market, with more capacity available to compete with pipeline interruptible transportation. As
APS/PWEC dates, "as a captive shipper on afully subscribed pipeine, APSPWEC supports any
initiative that would free up excess capacity (even in the short run).'s5 Replacement shippers will not be
required to purchase released capacity with partia day recdls, but will be able to choose the capacity
with terms that best fits their needs. Releasing shipperswill be able to rdease capadity without a partia
day recdl condition and will have an incentive to do 0, because ardease not subject to recdl will be
more vauable (and higher priced) than ardease subject to recall. Replacement shipperswill know the
terms of releases upfront and can determine whether to purchase recalable capacity or seek more
reliable cgpadity, and can take the recal condiitions into account in determining how much the cgpedity is
worth.

30. Under the regulations adopted in this rule, the releasing shipper will be able to recal
unscheduled capacity a any of the four nomination cycles and can recall scheduled capacity so long as
the replacement shipper has an opportunity to rescheduleits gas. The replacement shipper will receive

protection againgt loss of service amilar to that interruptible shippers currently receive.

BAPIPWEC Commert, a 3.



Docket No. RM96-1-019 -24-

31 In Order No. 587-G, the Commission adopted a regulation stating that when an
interruptible shipper's volumes are to be reduced as aresult of a nomination by afirm shipper, the
interruptible shipper must be provided with advanced notice of such reduction and must be notified
whether pendties will gpply on the day its volumes are reduced. % The Commission further determined
that interruptible shippers could be bumped by firm intra-day nominations at the first three nomination
opportunities, but could not be bumped at the third intra-day nomination opportunity (5 p.m. CCT)
since they would not have an opportunity to reschedule their gas for that gas day. The Commission
provided this protection againgt bumping to provide stability in the nomination system, so that shippers

can be confident by late afternoon that they will receive their scheduled flows>’

%18 CFR 284.12 (Q)(1)(i)(A).

3"Order No. 587-G, 63 FR a 20078, FERC Stats & Regs Regulations Preambles [July
1996-December 2000] & 31,062, a 30,671-72.
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32.  Thisraionde applies equaly to replacement shippers, which, under the regulations
adopted in this rule, must be given advance natification of any recal and cannot have scheduled volumes
reduced unless they have been given an opportunity to reschedule their gas. In addition, the
Commission required pipelines to waive certain non-critica penaties for bumped interruptible shippers,

and the same pendty waiver will be gpplied to bumped replacement shippers.?’8

*¥0rder No. 587-G, 63 FR a 20078-79, FERC Stats & Regs. Regulaions Preambles [July
1996-December 2000] & 31,062, at 30,672-73.
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33.  The Commission recognizes that implementation of recals at the Intra-Day 1 and 2
cycles can affect flowing gas and, as the comments point out, result in the need to dlocate daily
nominations (and potentialy penalties) between releasing and replacement shippers. But these issues
are not insurmountable and should not prevent implementation of partid day recals. Some pipdines
dready have implemented partid day recalls on their systems> Rather than having pipdinesimplement
partia day recals based on their own distinct processes for handling dlocation and other operationa
issues, the Commission is providing an opportunity for NAESB to reach consensus on a set of
sandards that can be applied to al partid day recdls. Therefore, the Commission will postpone
implementation of partiad or flowing day recalls of scheduled gas at the Intra-Day 1 and Intra-Day 2
cycles, and provide NAESB with six months to develop standards governing recalls at these cycles that
affect flowing gas. At the end of this period, NAESB should file with the Commission the sandards it
has developed or, if it is unable to reach consensus, areport outlining the standards considered, the
voting records with regard to these standards, and the reasons for its inability to reach consensus.

Other industry members can aso submit comments and will have an additiond 15 days from the filing of
the NAESB information to file additional comments on the NAESB report. Since NAESB has dready
been working on the partid day recal issue, six months should provide a sufficient time period for
developing standards. Once the Commission receives the report from NAESB and the comments, it

will issue an order establishing the requirements for partid day recdls.

Dominion Trangmisson, Inc., 95 FERC & 61,316, a 62,080 (2001); Nationd Fud Gas
Supply Corporation, 96 FERC & 61,182, at 61,804 (2001).
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34.  The Commisson, however, sees no reason for ddaying implementation of partia day
recalsfor the Evening Cycle and for recdls of unscheduled capacity. Recallsin these Stuationswill not
present alocation or other operationd difficulties for the pipelines. Such recdls do not affect flowing
volumes and, therefore, do not result in the need to alocate daily gas supplies between rdleasing and
replacement shippers. In order to provide shippers more flexibility in their use of capacity, the
Commission will require pipdinesby May 1, 2002, to file tariff sheets, as discussed below, to
implement partid day recals for the Evening Cycle and for unscheduled capacity. These tariff sheets
are to become effective by July 1, 2002.

35. Schedulefor Implementation of Recallsfor Evening Nomination Cycle
and Unscheduled Capacity

36. The NOPR proposed that no advance notice of recalls would be provided, so that the
recal and an renomination of the releasing shipper would be provided at each of the sandard
nomination cycles. For example, under the proposd in the NOPR, the releasing shipper would notify
the pipeline a 6 p.m. CCT (Evening Nomination) that capacity is being recaled and would
smultaneoudy submit anomination a the sametime. The replacement shipper would not be notified of
the bump, under this proposd, until the deadline for reporting of scheduled volumes (10 p.m. CCT).

37. A number of comments, however, maintain that recall notices and nominations should
not be smultaneous and that pipelines and replacement shippers need advance notice of recdls.
Whether to establish an advance notification requirement for recals, and how that notice should be
provided, areissues NAESB needs to consider during its deliberations. The trestment of advance

notification can determine whether recalls at the Intra-Day 2 cycle can bump scheduled volumes. I
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NAESB provides for advance notice of recalls to pipelines and replacement shippers, releasing shippers
could be permitted to bump scheduled gas at the Intra-Day 2 cycle, since replacement shippers will

have sufficient advance notice to reschedule bumped gas at the Intra-Day 2 cycl e On the other hand,
if advance notice is not provided, then, under this rule, recalls would not be permitted at the IntraDay 2

cycle since the replacement shipper would not have an opportunity to reschedule its ges.

O advance notice of recdlsis provided, the bumping rules for recaled cgpacity may not need
to beidentica to those for interruptible shippers. Interruptible shippers cannot be bumped at the Intra-
Day 2 cyde because, under current NAESB standards, they are not provided with advance notice of
the bump and o cannot renominate & the IntraDay 2 cyde. 18 CFR 284.12 (b)(1)(1), Nominations
Rdated Standards 1.3.2 (Intra-Day 2 nomination isreceived a 5 p.m. CCT with no advance notice to
interruptible shippers of volumesto be bumped). In contradt, if advance natice of recalsis provided to
replacement shippers, their scheduled capacity can berecdled @ the Intra-Day 2 cyde because the
replacement shipper will have sufficent notice to renominate & the Intra-Day 2 cyde.
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38.  Sincethe Commisson isimplementing recdls of scheduled gas at the Evening
Nomination cycle and recalls of unscheduled gas at the Intra-Day 1 and Intra-Day 2 cycles, pipelines
will need to implement an interim schedule for implementing recdls for these cycles. In order to assure
expeditious compliance with these requirements, the Commission is establishing, as discussed below, an
interim timeline for recals and will require each pipeine to include standard tariff language in its tariff
providing for such recdls.

39.  Thefundamentd precept of the interim schedule being adopted by the Commission is
that releasing shippers must be provided with sufficient time after receipt of scheduled quantitiesto
inform the pipeline of arecall. Releasing shippers, such as LDCs, need to be aware of the scheduled
volumes for their systems prior to determining whether they will need to recdl capacity. Thus, the
advance natification period should give releasing shippers the time to evauate the scheduled quantities
information before having to submit the recdl noti ce™ Further, athough the Commission is not
convinced that the existing 3 2 hour advance notice requirement for the Timely Nomination cyd e*is
necessary, the Commission will permit pipelines to continue to use this notification period for notification

of recdlsfor the Timely Nomination cycle while NAESB consders the schedule for recdls.

“ror example, under the Timdy Nomination cyde, scheduled volumes are provided a 4:30
p.m. Reeadng shippers need auffident time to evauate this information before determining whether to
recdl cgpadity for the 6 p.m. Evening Nomingtion cyde.

42Caq:)acity Rdease Rdated Standards 5.3.6 (notice must be given by 8 am. CCT for recdll
effective a the 11:30 am. Timdy Nomingtion cyde).
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40. Based on these precepts, the Commission is establishing the following interim schedule

for notification to pipelines and replacement shippers of recdls of capacity at the Evening Nomination

cycle and for recalls of unscheduled capacity.

Nomination Receipt of Scheduled Recdll Fipdine Nomination
Cyde (@l times | Volumes(fromprior | Notificationto Notification to Time (same
in CCT) nomination cycle) Fipdine Replacement day)

Shipper of Recall
Timdy NA 8:00 am. 9:00 am. 11:30 am.
Evening 4:30 p.m. same day 5:00 p.m 6:00 p.m. 6:00 p.m.
Intra-Day 1 10:00 p.m. CCT prior 8:00 am. 9:.00 am. 10am.
day
Intra-Day 2 2:00 p.m. same day 3:00 p.m. 4:00 p.m. 5:00 p.m.

41.  To easethe compliance and review burden on both pipelines and shippers, each

pipdineis required to file sandard tariff language to implement such recdls sating the following:

Releasing shippers may, to the extent permitted as a condition of the
capacity release, recall released capacity (scheduled or unscheduled) at
the Timely Nomination cycle and the Evening Nomination cycle, and
recdl unscheduled released capacity at the Intra-Day 1 and Intra-Day 2

Nomination cycles by providing notice to the Transporter by the

fallowing times for each cycle 8 am. CCT for the Timely Nomination

cycle 5:00 p.m. CCT for the Evening Nomination Cycle; 8 am. CCT
for the Intra-Day 1 Nomination cycle, and 3:00 p.m. for the Intra-Day
2 Nomination cycle. Notification to replacement shippers provided by

Trangporter within one hour of receipt of recall notification.

The Commission will revigt this schedule after NAESB has had an opportunity to develop standardized

timdinesfor patid day recdls.
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42.  The Commission will address below those comments opposing or suggesting changesin
the regulation or requesting clarification. Comments addressing procedura issues will not be addressed
snce NAESB will be congdering those issues.

43. Commentson Adoption of Partial Day Recall Requirement

44.  Those opposing adoption of aregulaion permitting partia day recalls contend that
permitting any partia day recals will operate to diminish the attractiveness of released capacity, and will,
therefore, result in limiting competition between pipeline firm and released capacity. They further
maintain that alowing partid day recals will be harmful to replacement shippers, because replacement
shippers will be unable to reschedule gas bumped by the partia day recal. DETM contends that, for
better or worse, dl gas transactions occur for afull gas day, and that thiswill create difficulties for
replacement shippers trying to reschedule gas subject to partid day recals. DETM further maintains
that no data supports the proposition that the availability of partid day recalswill have any measurable
impact on the availability of released capacity.

45.  Since Order No. 636, the Commission's regulation of released capacity has proceeded
from the presumption that the best way to improve access to capacity isto provide both releasing and
replacement shippers as much flexibility as possble in structuring their capacity release transactions. In
Order No. 637, for instance, the Commission required pipelines to permit releasing and replacement
shippers to consummeate capacity release transactions at each of the four intra-day nomination

opportunities to ensure that replacement shippers could obtain capacity when they need it. 3 Smilaly,

318 CFR 284.12(c) (1) i)
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dlowing partia day recdlswill provide rdleasing shippers with smilar flexibility to sructure capecity
releases that fit their requirements. Indeed, as the gas market has been devel oping, shippers want more
flexibility, not less, to adjust nominations on an intra-day bass™ Allowing partid day recdlsisastep
towards the Commission's, as well astheindustry’s, god of providing shippers with enhanced

scheduling opportunities so that they can adjust their gas nominations to accord with their market

needs.®

445_ee Rdiant Energy Gas Tranamisson Company, 93 FERC & 61,141 (2000) (proposd for
hourly nominations to meet cusomer nesds for quick adjusment due to demand changes).

NAESB's gandards recognize thet the current nomination scheduling is merdy "an interim
Sep to continuous and contiguous scheduling.” Nominations Rdated Standards 1.1.2.
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46. Moreover, it isnot clear that prohibiting partia day recalls would benefit replacement
shippersinthelong run. DETM and Dynegy gppear to be assuming that without partid day recdls, firm
shippers will release the same amount of capacity on afull day's basis asthey would if partid day recdls
are available. However, many of the comments point out that firm shippers that need capacity on short
notice are reluctant to release their capacity at al if they are unable to recall that capacity in the event of
changed circumstances, such as dropping temperatures or the failure of a marketer to ddliver gas46
According to the comments, thisis particularly true for LDCs with supplier-of-last-resort obligetions
that need to be able to recal capacity quickly if marketersfail to provide gasto the LDCs city-gate47

Allowing partiad day recals will remove this disincentive to release capacity, thereby making incrementa

465_ee Comments of Dominion LDCs, & 4 (partid day recdls "will free up capaaity that would
otherwise be hdd by LDCs and other shippers that cannot risk rleaaing it for an extended period”);
Kentucky (“theinability to reschedule recaled cgpadty will result in the reduction of the amount of
capadity avaladle, thereby adversdy impecting competition”).

*'See Comments of AGA, Dominion LDCs, APGA, Con Ediison, Kentucky, KeySpan,
PSCNY (partid day recdls crudd to retail access programs where recal is needed to ensure
rdiability).
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capacity available and benefitting replacement shippers by providing them with more options,
particularly on fully subscribed pipelines®

47. Dynegy, DETM, and EPSA further assert that dlowing partid day recals may make
capacity releases subject to such recdls less valuable to replacement shippers. In thefirst place, as
noted above, the commenters are assuming such capacity will be available for release if partid day recdl
rights were not available to the releasing shipper, an assumption that other comments show is not
necessarily correct. Released capacity available subject to partid day recdl is certainly more vauable
to replacement shippers than not having that capacity available a al.

48. Moreover, if replacement shippers find that released capacity with partid day recalsis
too unrdiable, they need not purchase that released capacity and can negotiate with the releasing
shippers for conditions providing more religble service. Under the regulations adopted here, releasing
shippers are not required to include partia day recalsin their releases. Releasing shippers can release
capacity on afull day basis (not subject to partid day recdls) and will have an incentive to do o,
because afull day release will be more vauable (and higher priced) than apartia day recal release.

The replacement shippers will know the terms of releases upfront and can determine whether to

488_ee Comment of APS/IPWEC, & 3 (supporting partid day recdls as making incrementa
cgpadity avaladle on fully subscribed pipdines).
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purchase that capacity, negotiate other terms with the releasing shipper, or seek more reliable capacity,
and can take the recdl conditions into account in determining how much the capacity isworth. In afully
functioning market, buyers and sellers negotiate over the terms of their deals so that the price and other
components reflect terms that are mutudly agreegble to both parties. Imposing artificid regulatory limits
on the negotiating position of one party to the transaction, as proposed by those opposing partia day
recals, isthe antithesis of fully functioning markets, and can only creete aless efficient marketplace.

49, DETM and Dynegy aso contend that permitting partid day recals will reduce the
reliability of the pipeline grid because replacement shippers are subject to losing their capacity and may
be unable to reschedule capacity. These arguments are reminiscent of the arguments made in 1998
againg dlowing firm intra-day nominations to bump interruptible trangportation on the grounds that
interruptible shippers would have difficulty rescheduling their gas49 In that case, the Commission
reected such clams, finding that:

Firm shippers are paying reservation charges for priority rights and those rights
should include the right to have a nomination become effective as early as
possible on the gas day following the nomination. Interruptible shippers
voluntarily take the risk that their service will be interrupted and while they are
entitled to advance notice of such interruption, they should not be able to
prevent firm shippers from having their nominations take effect e the earliest

possibletime. Gas flows on the interstate grid 24-hours aday, and is consumed

*9See Order No. 587-G, 63 FR a 20077-78, FERC Stats & Regs Regulations Preambles
[Quly 1996-December 2000] & 31,062, & 30,669-30,672.
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throughout the day, so interruptible shippers need to be prepared to adjust gas
volumes even during nortbusiness hours.>

50. In thisinstance, firm shippers paying reservation charges should smilarly have the ability
to contral the use of their capacity by employing partial day recals. Shippers purchasing released
capacity subject to partid day recals, like those purchasing interruptible transportation, are taking the
risk that their scheduled quantities may be disrupted. As gas markets continue to develop, such

adjusments will be increasingly necessary to provide those shippers holding firm capacity with the

utmogt flexihility in their use of the capacity for which they pay.

*0rder No. 587-G, 63 FR a& 20078, FERC Stas. & Regs Regulations Preambles [duly
1996-December 2000] & 31,062, at 30,671
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51. Moreover, like interruptible shippers, replacement shippers are protected, because
bumping of scheduled volumesis only permitted if the replacement shipper has a least one opportunity
to reschedule its gas. Replacement shippers also have tools available, such as pooling, gas package
identifiers, and ranking, that they can use to manage their gas suppliesin the event of abump.51

52. WDG maintains that the Commission should not exempt the Intra-Day 2 nomination
from apartia day recdl. It argues that the replacement shippers have fair notice thet their capacity is
recallable, and therefore are not prejudiced by having arecall at the Intra-Day 2 cycle.

53.  Theregulation adopted in this rule does not prohibit al recdls at the Intra-Day 2 cycle.
Recdls of unscheduled capacity can be made at the Intra-Day 2 cycle. Asdiscussed earlier, NAESB is
to condder establishing a natification schedule by which pipdines and replacement shippers are to be
notified of recals. Bumping at the Intra-Day 2 cycle may be permitted depending on whether the

replacement shipper is given sufficient time to renominate any bumped gas & the Intra-Day 2 cycle.

118CFR" 284.12 (b)(1)(i), Nominations Related Standards 1.3.18, 1.3.23, 1.3.24. Pooling
together with ranking permit shippers to desgnate which supplies or markets should be cut firg in the
event scheduled volumes are reduced.
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54, DETM maintains thet the partid day recdl issueisnot a policy dispute, but a business
issue that should be left to NAESB to resolve. It argues that the Commission has historically deferred
to the determinations of NAESB on business issues and, therefore, should not overturn the business
decison by NAESB to prohibit partia day recals.

55.  Thedispute hereisnot amply aquestion of business practices, but a question of
regulatory policy regarding the relative rights of releasing and replacement shippers under the
Commission's cagpacity release mechanism. Here, the Commission has determined that, under its
regulations, releasing shippers should be given full rights to use their capacity flexibly by recdling that
capacity on an intra-day basis, and that the contrary NAESB standards should no longer be
incorporated by reference.

56. It istrue that the Commission gives great weight to the standards adopted by NAESB,
because these standards represent a consensus of the indugtry. In fact, the Commission initialy adopted
NAESB's consensus standards limiting capacity release recdls, even though the Commission's
regulations (' 284.8 (b)) would have permitted partial day recalls. Now, however, it is clear from the
record of ddliberaions at NAESB, and the commentsfiled in this proceeding, that the exising NAESB
standards on partia day recdls no longer command a consensus of the industry.52 At this point,
NAESB is saemated, without being able to achieve a consensus in ether direction. Since consensus

no longer obtains, the Commission needs to resolve the policy dispute and has determined that alowing

*2Under NAESB's procedures, aconsenausis required to goprove sandards, but equaly a
consensus is needed to change or remove astlandard. For example, if NAESB's current partid day
recal sandards (5.3.6 and 5.3.7) were resubmitted for a vote today, the comments make clear thet
these gandards would not command aconsensus a NAESB.
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partia day recalsis consstent with the Commisson's regulations, will provide incentives to release
additiona capacity, and will foster enhanced competition.

57. Requestsfor Clarification

58. A number of the comments ask for clarification of agpects of the regulations and the
way inwhich partid day recalswill operae.

59.  Applicability of Recall Conditions

60. NiSource maintains the Commission's regulation is vague and seemsto imply thet al
released capacity is subject to partid day recdls. Williamsand ENA smilarly seek clarification that
parties retain the flexibility to decide whether capacity is recalable on an intra-day bags. Williams
further seeks clarification that the proposed rule is prospective only and does not affect previous
capacity release contracts.

61.  The Commisson has revised its proposed regulation to make clear that pipeines need
only provide releasing shippers with the opportunity to include partia day recdls asaconditionin
capacity release offers. Whether a partid day recal appliesto a capacity release will depend upon the
terms of the agreement between the releasing and replacement shipper. Because the terms of the
agreement govern, the Commission agrees with Williams that implementation of thisregulaion is

prospective only and will not change the terms of aready negotiated capacity release transactions.

62. Schedulefor Notification of Recallsfor Timely Nomination
Cycle and Reputs
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63.  Thelndudrids maintain that the Commission should not diminate NAESB standard
5.3.6 which establishes 8 am. CCT as the deadline for notification of arecal gpplicable to the Timely
Nomination cycle (11:30 am.). The Indudtrids are concerned that the elimination of this provision will
forcedl recdlsinto the intra-day cycles or will mean that recall timing will be left elther to the contract
between the releasing and replacement shipper or to individud tariff provisons. The Indudtrias further
request that the Commission congder atimeline for notification of reputs (in which recaled capacity
reverts to the replacement shipper after arecal ends), or request NAESB to consider thisissue.

64.  The Commission recognizes that a standard timeline for recal notification is needed and
isreferring thisissue to NAESB for consderation of anew sandard. In the interim while NAESB is
consdering anew standard, the Commission is permitting pipelines to continue to use the natification
period in current sandard 5.3.6 for the Timely Nomination cycle, and, as described earlier, has
edtablished an interim notification schedule for the other nomination cycles. NAESB aso should
consder whether a schedule or timeline for reput notification is necessary.

65. Penalty Exposure

66. Dynegy and NGSA maintain that partia day recals should not result in greater pendty
exposure for shippers whose capacity has been recalled. As discussed earlier, the Commissionin
Order No. 587-G required pipelines to waive non-critical pendties for bumped interruptible shippers.
Pipelines should apply the same waivers for gas bumped through partiad day recdls.

67.  Effect on Alternate Points
68. NiSource seeks clarification that partia day recals will not permit the releasing shipper

recalling capacity to change to an dternate point and bump firm capacity that is dready scheduled (by a



Docket No. RM96-1-019 -41-

third party) a that point. The recal only permits the releasing shipper to displace gas scheduled by the
replacement shipper. The Commission agrees that partid day recalswill not give the recalling shipper
any greater scheduling rightsvisavis third parties.

69. Pipelines Offering Non-Standard Nomination Opportunities

70. Dominion requests clarification that pipelines offering more nomination opportunities
than the four standard times provided in the NAESB standards, need not offer partia day recal a non-
gandard nomination times. Dominion maintains that it provides additional nomination times early in the
morning (7:45 am. CCT) and late in the evening (8:45 p.m.), and states that its Saffing, and that of
shippers, at these times does not permit processing of recals. In addition, Dominion contends that other
pipelines are not equipped to coordinate recalls at those hours.

71. Pipelines are certainly free to provide for recals a non-standard nomination periods.
However, in implementing recdls during the interim period in which NAESB is conddering standards,
the Commission will require recalls to be processed only at the sandard nomination periods; pipelines
need not permit recalls a any non-standard nomination times. In considering standards for partid day
recals, NAESB should consider whether standards should be devel oped to permit recdls at certain
non-standard nomination opportunities.

72. Effect on Already Accepted Partial Day Recall Programs

73. Dominion requests darification that the find rule does not affect Dominion's settlement in

its Order No. 637 proceeding in which it provides partid day recalls at certain nomination opportunities.
For example, Dominion states that it currently does not permit recalls a the Intra-Day 1 cycle, dthough

it does not object to permitting such recdls if required by the Commission.
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74.  All pipdineswill be required to conform to the requirements of the Commission
regulation, regardless of the terms of previous gpproved tariffs. The Commission is acting under section
5 of the Naturad Gas Act in requiring pipeines to permit releasing shippersto use partid day recdlsand
is seeking to establish standards to apply to such recdls across the interstate grid. Accordingly, al
pipdines with tariffs incons stent with the Commission's regulation must comply with that regulation.
Dominion, for ingtance, is required, as are the other pipdines, to permit recadls a the IntraDay 1 cycle
(to which it has no objection). Similarly, Dominion is required to permit recals under the schedule
edtablished by the Commisson in thisrule for the interim period while NAESB is consdering sandards
for partid day recalls, and will be required to comply with an subsequent timeline NAESB develops and
the Commission adopts.

75. Pipeline Capacity

76. EIP is concerned that partial day recalls are a odds with the NAESB standards
requiring that al nominations be for daily quantities. EIP maintainsthat if partid day recdls are
permitted for released capacity, pipdines should be permitted to sell their cagpacity for less than afull
day aswdll.

77. EIP appears to be suggesting that a partia day recall refersto a sale of capacity for a
time period of |ess than one day, whereas pipdines under the NAESB standards can only sdll capacity
for afull day's quantity. The Commission is not establishing different sandards for pipeline capacity as
compared to released capacity. As Gulf South explainsin its comments, a partiad day recal should not
be viewed as arecal for a specific portion (number of hours) of agasday. Rather, the recdl isfor a

proportionate share of the total contract quantity. For example, if a capacity release isfor a contract
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quantity of 2400 Dth, and the replacement shipper flowed 800 Dth during the first eight hours prior to
recall, the releasing shipper would gtill have a contract quantity of 1600 Dth remaining on the contract
for the remainder of the gasday. In the same way, pipelines can sall capacity at each of the intra-day
nomination opportunities whenever capacity is availale™
78. NOTICE OF USE OF VOLUNTARY
CONSENSUS STANDARDS

Office of Management and Budget Circular A-119 (* 11) (February 10, 1998) provides that
when afedera agency issues or revises aregulation containing a standard, the agency should publish a
gatement in the find rule identifying whether a voluntary consensus sandard or a government-unique
gandard is being adopted. In this rulemaking, the Commission isissuing its own regulation and

rescinding the incorporation by reference of NAESB standard 5.3.6 and part of 5.3.7, because the

>3 ndesd, Commission palicy requires pipdinesto sdl cgpadity at the maximum taiff rate
whenever that capadity isavallable, induding on anintracday beds  Tennessee Gas Fipdine Company,
91 FERC & 61,053, a 61,190 (2000); 18 CFR 284.7 & 284.9 (mugt sl services without regard to
duration of the sarvice).
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exising NAESB standard has not been revised to take into account changed circumstances, there isno
longer consensus supporting this standard, and the existing sandard fails to reflect Commission palicy.
79. INFORMATION COLLECTION
STATEMENT

80.  The Office of Management and Budget's (OMB) regulationsin 5 CFR 1320.11 require
that it approve certain reporting and recordkeeping requirements (collections of information) imposed
by an agency. Upon approva of acollection of information, OMB will assgn an OMB control number
and an expiration date. Respondents subject to the filing requirements of this Rule will not be pendized
for failing to respond to these collections of information unless the callections of information display a
valid OMB control number.

81l.  Thefind rulewill affect one exising data collection, FERC-545 " Gas Pipeline
Rates: Rate Change(Non-Formal)" (OMB Control No. 1902-0154). Thefalowing
burden estimates are related only to this rule and include the cogts of complying with the tariff filing
requirement. Since thisfina rule will be implemented in two phases, the number of responses per
respondent has been increased from one, as proposed in the NOPR, to two because each respondent

will need to make two tariff filings, one for phase one and one for phase two.

Data Collection | Number of Number of Responses Per | Hours per Totd Annud
Respondents | Respondent Response Hours
FERC-545 93 2 38 7,068
FERC-545

Annudized Capitd/Startup Costs $397,714
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Annudized Costs (Operations & Maintenance) $ 0

Tota Annuaized Costs $397,714

The cost per respondent is $4,276.00 (rounded off).

82.  The Commisson sought comments to comply with these requirements. Comments
were received from twenty-eight entities. No comments addressed the reporting burden imposed by
these requirements. The substantive issues raised by the commenters are addressed within the rule.

83.  The Commisson's regulations adopted in this rule are necessary to further the process
begun in Order No. 587 of creating amore efficient and integrated pipdine grid by standardizing the
business practices and e ectronic communication of interdate pipelines. Adoption of these regulations
will update the Commission's regulaions reating to business practices and provide greeter flexibility for
capacity holders on interstate pipelines by synchronizing the Commission's regulation of recaled
capacity with its sandards for intra-day nominations. The public aso benefits by having greater
competition across the pipeline grid as aresult of firm cgpacity holders having increased flexibility in
dructuring their capacity release transactions.

84.  The Commisson has assured itsdlf, by means of itsinternd review, thet there is pecific,
objective support for the burden estimates associated with the information requirements. The
information required in the Fina Rule will help the Commisson carry out its respongbilities under the
Naturd Gas Act and conforms to the Commission's plan for efficient information collection,

communication, and management within the natura gas indudtry.
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85. Interested persons may obtain information on the reporting requirements by contacting
the following: Federd Energy Regulatory Commission, 888 Firgt Street, NE., Washington, D.C. 20426
[Attention: Michadl Miller, Office of the Chief Information Officer, Cl-1, (202)208-1415, or

mike.miller@ferc.fed.gov] or the Office of Management and Budget, Office of Information and

Regulatory Affairs, Attention: Desk Officer for the Federd Energy Regulatory Commission, 725 17th
Street, NW, Washington, D.C. 20503. The Desk Officer can also be reached at (202) 395-7318, or
fax: (202) 395-7285.
86. ENVIRONMENTAL ANALYSIS

87.  TheCommission is required to prepare an Environmental Assessment or an
Environmental Impact Statement for any action that may have a sgnificant adverse effect on the human
environment.>* The Commission has categoricaly excluded certain actions from these requirements as
not having asgnificant effect on the human envi ronment.>® The regulations adopted in thisrule fal
within categorica exclusionsin the Commission's regulations for rules that are clarifying, corrective, or
procedurd, for information gethering, andysis, and dissemination, and for sdes, exchange, and
trangportation of natura gas that requires no construction of facilities® Therefore, an environmenta

assessment is unnecessary and has not been prepared.

>*Order No. 486, Regulaions Implementing the Nationd Environmenta Policy Act, 52 FR
47897 (Dec. 17, 1987), FERC Stats. & Regs. Preambles 1986-1990 & 30,783 (1987).

%518 CFR 380.4.

*See 18 CFR 380.4(2)(2)(ii), 380.4(a)(5), 380.4(a)(27).
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88. REGULATORY FLEXIBILITY ACT
CERTIFICATION

89.  TheRegulatory Hexibility Act of 1980 (RFA)57 generdly requires a description and
andyss of find rules that will have significant economic impact on asubgtantial number of smal entities.
The regulations proposed here impose requirements only on interstate pipeines, which are not small
businesses, and, these requirements are, in fact, designed to benefit dl customers, including small
businesses. Accordingly, pursuant to* 605(b) of the RFA, the Commission hereby certifies that the
regulations adopted herein will not have a sgnificant adverse impact on a substantial number of small
entities.
90. DOCUMENT AVAILABILITY

91. In addition to publishing the full text of this document in the Federd Regidter, the
Commission provides dl interested persons an opportunity to view and/or print the contents of this

document via the Internet through FERC's Home Page (http:/Amww.ferc.gov) and in FERC's Public

Reference Room during normal business hours (8:30 am. to 5:00 p.m. Eastern time) at 888 First Street,
N.E., Room 2A, Washington, DC 20426.

92. From FERC's Home Page on the Internet, this information is available in both the
Commission Issuance Posting System (CIPS) and the Records and Information Management System
(RIMS).

-- CIPS provides access to the texts of forma documents issued by the Commission since
November 14, 1994.

5’5 U.S.C. 601-612.
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-- CIPS can be accessad using the CIPS link or the Documents & Filing link. The full text of this
document is available on CIPSin ASCII and WordPerfect 8.0 format for viewing, printing,
and/or downloading.

-- RIMS contains images of documents submitted to and issued by the Commission after
November 16, 1981. Documents from November 1995 to the present can be viewed and
printed from FERC's Home Page using the RIMS link or the Documents & Filing link.
Descriptions of documents back to November 16, 1981, are also available from RIM S-on-the-
Web; requests for copies of these and other older documents should be submitted to the Public
Reference Room.

93. User assstanceis available for RIMS, CIPS, and the Webste during norma business

hours from our Help line at (202) 208-2222 (E-Mail to WebM aster @ferc.fed.us) or the Public

Reference at (202) 208-1371 (E-Mail to public.referenceroom@ferc.fed.us).

94. During norma business hours, documents can aso be viewed and/or printed in FERC's
Public Reference Room, where RIMS, CIPS, and the FERC Website are available. User assstanceis
adso avalable.
95. IMPLEMENTATION DATES

96.  Asdiscussed herein, interstate pipelines are required, by May 1, 2002, to make tariff
filings, to become effective by July 1, 2002, to comply with the requirement to implement recals of
scheduled and unscheduled capacity for the Timely and Evening Nomination cycles and for recdls of
unscheduled capacity. Each tariff filing must include the tariff language set forth at P. 41.

97. By October 1, 2002, NAESB should file comments with the Commission detailing the
standards NAESB has adopted relating to partia day recalls or, if none has been adopted, those that

were consdered, aswel asdl other materid relevant to NAESB's consderation of the standards.
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Other industry members also can submit comments by October 1, 2002, and will have until October

15, 2002 to file additiona comments on the NAESB report.

98. EFFECTIVE DATE

99. Theeregulations are effective [insert date 30 days after publication in the
FEDERAL REGISTER]. The Commission has determined, with the concurrence of the
Adminigrator of the Office of Information and Regulatory Affairs of OMB, that thisruleisnot a"mgor
rule’ as defined in Section 351 of the Small Business Regulatory Enforcement Fairness Act of 1996.

List of subjectsin 18 CFR Part 284

Continental shelf, Incorporation by reference, Natura gas, Reporting and recordkeeping
requirements.
By the Commission.

(SEAL)

Magdie R. Sdas,
Secretary.
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In congderation of the foregoing, the Commission amends Part 284, Chapter |, Title 18, Code

of Federd Regulations, as follows.
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PART 284 -- CERTAIN SALES AND TRANSPORTATION OF NATURAL GASUNDER THE
NATURAL GASPOLICY ACT OF 1978 AND RELATED AUTHORITIES
1. The authority citation for part 284 continues to read as follows:

Authority: 15 U.S.C. 717-717w, 3301-3432; 42 U.S.C. 7101-7532; 43 U.S.C. 1331-1356.
2. Section 284.12 is amended as follows:

a The heading of paragraph (b) is revised by removing the word "GISB" and adding, in its
place, the word "NAESB."

b. Paragraphs (b) (1) and (b)(2) are revised by removing the words "Gas Industry
Standards Board" and adding, in their place, the words "North American Energy Standards Board.”

b. Paragraph (b)(1)(v) isrevised.

C. The heading of paragraph (c)(2)(ii) is revised, and the text of paragraph of (c)(1)(ii) is
designated as ()(2)(ii)(A).

d. Paragraph (c)(1)(ii)(B) is added.

The revised and added text reads as follows:

' 284.12 Standardsfor pipeline business oper ations and communications.

* * * * *

() Capacity Reease Rdated Standards (Verson 1.4, Augudt 31, 1999), with the

exception of Standard 5.3.6 and the firgt sentence of Standard 5.3.7.

* * * * *
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© * * *

o * * *

(it) Capacity release scheduling.

A) * * *

(B) A pipdinemus parmit rdeasing shippers, as a condition of a cgpedity rdeese, to recall
released capacity and renominate such recaled cgpadity a each nomination opportunity. Each
replacement shipper must be provided with advance natice of such recal and must be natified whether

pendtieswill goply on the day its volumes are reduced.

* * * * *
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APPENDIX

CommetsHled
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COMMENTER ABBREVIATION
American Gas Assodiation AGA
Algonquin Gas Trangmisson Company and Texas Eaden Algonquin/Texas Eagtern
Trangmisson Corporation
American Public Gas Assodiation APGA
Arizona Public Sarvice Company and Pinnede West Energy APSPWEC
Corporation
Consolidated Edison Company of New Y ork and Orange and Con Edison
Rockland Utilities Inc.
Dominion Trangmisson, Inc. Dominion
Duke Energy Trading and Marketing, LLC DETM
Dynegy Maketing and Trade Dynegy
Eagt Ohio Gas Company, The Peoples Naturd Gas Company, Dominion LDCs
Hope Gas, Inc.
B Paso Pipdine Group EPPG
Enron North America Corp. ENA
Enron Interdate Pipdines EIP
Electric Power Supply Assodidion EPSA
Gulf South Pipdine Company Gulf South
Interstate Natural Gas Association of America INGAA
Public Sarvice Commisson, Commonwedth of Kentucky Kentucky

KeySpan Ddivery Companies

Keygoan
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COMMENTER ABBREVIATION
American Gas Asocigtion AGA
Kinder Morgen Pipdines Kinder Morgan
Memphis Light, Gas and Water Divison MLGW
Naturd Gas Supply Association NGSA
Public Sarvice Commisson of New York PSCNY
NiSource, Inc. NiSource
Pennsylvania Office of Consumer Advocate PA. OCA
Process Gas Consumers Group, American Forest & Peaper Indugrids
Asoaation, and Georgia Indudrid Group
Williams Companies Williams
Willigon Basn Interdae Fipdine Company Willigon
Wisconan Didributor Group WDG
Xcd Energy Savices Inc. Xcd




